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Important Notes
EERTR

VI

VII.

VIl

The Board, the Supervisory Committee and the Directors, Supervisors and
senior management of the Company confirm that information contained
in this annual report is true, accurate, and complete without any false
and misleading statements or material omissions, and severally and jointly
accept legal responsibility for the above.

All directors of the Company have attended the meetings of the Board.

ShineWing Certified Public Accountants LLP has issued a standard audited
report without qualifying opinions for the Company.

Mr. Wang Jun, the person in charge of the Company, Mr. Chen Changge,
the Accounting Director and Ms. Jiang Chi, Accounting Manager
(accountant in charge), have declared that they guarantee the trueness,
accuracy and completeness of the financial statements contained in this
annual report.

Resolutions of profit distribution and capitalisation from capital reserves
of the Company for the Reporting Period examined and reviewed by the
Board

During the Reporting Period, as audited by the Shinewing Certified Public
Accountants LLP, net profit attributable to shareholders of the Company
was RMB-148,787,585.19 and undistributed profit at the end of the
year was RMB-588,661,889.61. As the Company recorded negative
undistributed profits at the end of the year, the Company proposed not
to distribute any profit and not to capitalize from capital reserves for the
year 2016. Such resolutions are required to be submitted at the AGM for
consideration and approval.

Declaration on risk from forward-looking statements
“v Applicable” “[JNot applicable”

The forward-looking statements involving future plans, development
strategies in this annual report do not constitute substantial undertakings
of the Company to investors who are advised to be cautious about
investment risks.

Whether the controlling shareholders of the Company or its associates
have misappropriated the Company’s funds or not?

No

Whether any external guarantees are provided in violation of any specified
decision-making procedures or not?

No
IMPORTANT RISK WARNINGS

“v Applicable” “[JNot applicable”

The relevant risks which might exist have been described in this report in
detail, please refer to the discussion and analysis of future development
of the Company in Section V Management Discussion and Analysis for
the risks that the Company might face and the relevant countermeasures.
Investors are advised to keep investment risk in mind.

Others

“JApplicable”  “v Not applicable”
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Definitions

Unless otherwise stated in context, the following terms should have the

following meanings in this report:

Company

Beiren Holdings

BIN§v)

Group
NEE

Jingcheng Holding
(substantial shareholder
and beneficial controller)

FIRIERR (KRR - B
FEHIA)

Beiren Group

EAKE

Tianhai Industrial and

Beijing Tianhai
REBIERIERKRE
Jingcheng HK
RHEE

Board
59

AGM
REAE

Supervisory Committee
2

Director(s)

5%

Supervisor(s)

EE

Shareholder(s)
e

Connected Person

BAmE AT
Share(s)
f& 1

means

means
B

means
=]

means

means

means
=
B

means
B

means
=
B

means
B

means
=
B

means
B

means
=
B

means
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Definition of frequently used terms
ERAZERER

Beijing Jingcheng Machinery Electric Company Limited (1t TR E B (5 B R
A 7]), a joint stock company incorporated in the PRC with limited liability and
the shares of which are listed on the Main Board of the Stock Exchange and the
Shanghai Stock Exchange
IR EROBERAR - —MRFBEFIMKLZROBERAR - ER&RH
B AZ PR S B3P BT

Beiren Printing Machinery Holdings Limited (the former name of the Company)

b ANENRIEHAR D BR AR (B2 ARR])

the Company and its subsidiaries

ARBRENBERR

Beijing Jingcheng Machinery Electric Holding Co., Ltd. (At R R B 1= AR B IR
& {E72A)), a company established in the PRC and the controlling shareholder of
the Company, holding approximately 43.30% equity interest in the Company
IERABBEZEREREERF - —BERPEK L2 AR BAAEZ R
MRER - FEEARR AL 43.30% 2 R

Beiren Group Corporation (3t A% [E 2 &), a company incorporated in the PRC
and a subsidiary of Jingcheng Holding (the former controlling shareholder of

the Company)
IEAEBERAR - —FERFBEEMK Lz AT - RIER 2B FAF (RAKR

NRIZIERRR)
Beijing Tianhai Industry Co., Ltd. (It R K/ETZEABRAF]), a subsidiary of the
Company

IRKREBELERRAR (ARRZFRAE)

Jingcheng Holding (Hong Kong) Company Limited (IR (B8 ) B IR A 7)),
a subsidiary of the Company
TR (BE) BRAR (KRR ZFAE])

the board of directors of the Company

RRFEZE

the 2015 Annual General Meeting convened on 16 June 2016
201646 A 16 H B M 2015 FEREEF AL

the supervisory committee of the Company

RRABIEESE

the director(s) of the Company

RARES

the supervisor(s) of the Company

RARESE

the holder(s) of shares

SHESZEPN

has the same meaning ascribed to it under the Listing Rules

BB BRI T % 2 B

Unless otherwise stated, share(s) of the Company, including A share(s) and H
share(s)

ARRRL - BREABNHR - ZEMEEID

ERREEERNDBRAE ZE-AFFERS




Section 1
£

BE

Definition

Definitions (continued)

Reporting Period
s

SSE
ExFr

Stock Exchange
H56 32 P

CSRC
TEEES

Beijing SASAC

IERHEEE

Beijing Securities
Regulatory Bureau

IEREER

Controlling Shareholder(s)
PERRAR 3R

Cryogenic equipment

base in Huo County

SRR A E M
Listing Rules
AR A

PRC Accounting Standards
for Business Enterprises

FREEEER

RMB
AR®
HK$
HIT
usD
eV
DOT
DOT

LNG
LNG

CNG
CNG

Station, filling station

piliE=Nry

Industrial gas cylinder
TR

means
B

means
B

means
B

means
=l

means

means
B

means
=]

means
=]

means
B

means
B

means
B

- ‘*%?ﬂa (%)

Definition of frequently used terms

ERTEER

the period from 1 January 2016 to 31 December 2016
20161 A1 HZE20165F12 A31H

the Shanghai Stock Exchange
/ EA#X%FE

The Stock Exchange of Hong Kong Limited
BEEMERSMBRAR

China Securities Regulatory Commission
TRESFEEEREEY

State-owned Assets Supervision and Administration Commission of Beijing
Municipal Government

IRTARBNBEEEELBERELZES
Beijing Securities Regulatory Bureau under the CSRC
THESEEERZEQIREER

has the same meaning ascribed to it under the Listing Rules

BB WA TR RE

the base for production of liquefied natural gas cylinder for vehicles and
cryogenic equipment (LNG industry)
BARERARIREER BB EE (INGEZR) i

the Rules Governing the Listing of Securities on the Shanghai Stock Exchange
and the Rules Governing the Listing of Securities on the Stock Exchange
FEBEHFRSM ETARRIMBRZES ETRA

PRC Accounting Standards for Business Enterprises

Bl R & HER

Renminbi, the lawful currency of the PRC

PEVEEE® AR

Hong Kong dollars, the lawful currency of Hong Kong

BEEEEEET

United States doIIars the lawful currency of the United States of America
ENEARBEFEEET

Abbreviation of US Department of Transportation
B A AEL (US Department of Transportation) H) 2 S 4E &

Abbreviation of liquefied natural gas
ALK IRE (liquefied natural gas) W X MEES

Abbreviation of compressed natural gas
R 4E R IR A (Compressed Natural Gas) H) 5 X452

The station where automobiles are filled with LNG or CNG

BRI R AR RSB AR A AR R B I E A

Collective name for the cylinders that are filled with industrial gas

ERTEREBNINAE
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Section 2 Company Profile and Key Financial Indicators

Information of the Company

Ef NABNNEZMBIER

— RAEAER

Chinese name of the Company IR R E R D BR A A

NRIKHP LB IR EBER D BIR A

Chinese abbreviation TR AR (9

NI RS T v eh)

English name of the Company BEIING JINGCHENG MACHINERY ELECTRIC COMPANY LIMITED
RAIEHIN A TE BEUING JINGCHENG MACHINERY ELECTRIC COMPANY LIMITED
English abbreviation JINGCHENG MAC

NAIMINETBIES JINGCHENG MAC

Company’s legal representative Wang Jun

NAREVEEREA T=

Contact Persons and Contact Methods

Secretary to the Board

— BB ANMBES N

Representative in charge of
securities affairs

EEguE BEEBRR
Name Luan Jie Chen Jian
& R feR fi
Contact address No. 2 Huo Xian Nan San Road, No. 2 Huo Xian Nan San Road,
Huo Xian Town, Tongzhou District, Huo Xian Town, Tongzhou District,
Beijing, the PRC Beijing, the PRC
S IE Fp B b R T N [ P R SRR B B =T 2 5% L R T BB SR SRR F = AT 2 5%
Telephone 010-67365383 010-67365383
£k 010-67365383 010-67365383
Facsimile 010-87392058 010-87392058
= 010-87392058 010-87392058
E-mail jcgf@btic.com.cn jcgf@btic.com.cn
BFE48 jcgf@btic.com.cn jcgf@btic.com.cn

Basic Information
Registered address of the Company

YNCIES ip:iz52ls

Postal code of the registered address of the Company
A A FE b A T AR B

Office address of the Company

YNCIE) N b

Postal code of the office address of the Company
AR A KB BUR TS

Company'’s website

NGIEER

E-mail

BFEME

= CEBEXRBEREN
Room 901, No. 59 Mansion, Dongsanhuan Road Central,
Chaoyang District, Beijing
I RTEG R R =R & 595 E 901 =
100022
100022

No. 2 Huo Xian Nan San Road, Huo Xian Town, Tongzhou
District, Beijing, the PRC

B AL R TN (R ER B R = 2 5%
101109

101109

www.jingchenggf.com.cn
www.jingchenggf.com.cn
jcgf@btic.com.cn

jcgf@btic.com.cn

Dissemination of Company Information and the [ -{ZEiFERESME,

Place for Preparation and Reference

Name of media designated for information disclosure

NEEENESHBERREEH

Website designated by the CSRC for publishing annual report

BHFERENHRELESIREBILABIL
Place for inspection of the Company’s Annual Report

RAFEEREREI

Shanghai Securities News
(EBBEHF®R)

WWW.S5€.com.cn

WWW.S5€.com.cn

Office of the Board of the Company
ARREFENPAE

ERREEERNDBRAE ZE-AFFERS




Section 2 Company Profile and Key Financial Indicators
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V. Basic Information of the Company’s Shares

NAFNMEETBIER

Basic Information of the Company’s Shares

R ERFEER

AFREGR
Securities Stock abbreviation
Type of shares Place of listing of the shares abbreviation Stock code before change
REEE REEWRZ R EqEE REARE BEHREEE
A shares the Shanghai Stock Exchange FIAR 5 600860 T AR
AR LBESFZSH R 600860 R
H Shares The Stock Exchange of JINGCHENG MAC 00187 JINGCHENG MAC
Hong Kong Limited
H A& EEMERHMBRAR R B 00187 R B

V1. Other Related Information

Name of the accounting firm engaged
by the Company (domestic financial
reporting and audit)

REEBN G ERT GERIS

HEF)

Name of the accounting firm engaged
by the Company (domestic internal
control reporting and audit)

NEVEFEO SR BB CERAE
WwEE)

Name of the domestic legal adviser
engaged by the Company
NRIIEBNRE A AR S
Office address of the domestic legal
adviser engaged by the Company
NCILEEE T EAR R E S EaA bl
Name of the overseas legal adviser
engaged by the Company
NEEBNRINERBERAE
Office address of the overseas legal
adviser of the Company
NRIEFBNFINEEBER QI
Other basic information of the
Company

REEMBEARER

Name

# 1

Office address
/N 1bi

Names of signing
accountant

B et

Name

7

Office address

N

Names of signing
accountant

BYERESR

N~ HEBE R

ShineWing Certified Public Accountants LLP (Special General
Partnership)

B MR EBHT (R EEEE)

9/F, Block A, Fu Hua Mansion, No. 8 Chao Yang Men Bei Da Jie,
Dong Cheng District, Beijing, the PRC

PRI R T RBEASIFIE AT 8 R EEAEAEIE

Ji Sheng, Wang Xin

E=REM

BDO China Shu Lun Pan Certified Public Accounts LLP (Special
General Partnership)

SAEEEREBT (R ERER)

4/F, 61 Nanjing Road East, Huangpu District, Shanghai
FETEEREARRE 6 5EHE

Yan Yanfei, Li Mojun

EHERTR - FHEE

Beijing Kang Da Law Firm

IR HE AN =T AT

No.19, Jianguomenwai Dajie, Chaoyang District, Beijing, the PRC
B RS [ B PIINR AT 19 5%

Woo Kwan Lee & Lo

HRR R AT

26/F, Jardine House, Central, Hong Kong
EEPRBNMAE 2612

Reception of shareholders’ enquiries: 10th and 20th of each month (or on the following
business day if it falls on a public holiday) (Closed on Saturdays and Sundays) 9:00 a.m. to
11:00 a.m. and 2:00 p.m. to 4:00 p.m.

BEEFBE: A0 K208 (GBAIELE) (RRAIGE8 - EHBEKRE) £F
9:00-11:00 T4 2:00-4:00

m Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 2 Company Profile and Key Financial Indicators
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VII. Major Accounting Figures and Financial Indicators + -

for the Past Three Years
(i) Major accounting figures

ARB NN EZGHIER

CGEZFEXTESFHBENTE
EE
(—) TEETHE
Unit: Yuan Currency: RMB
Bl THE - ARK

Changes over
the same
period of the
preceding
Major accounting figures 2016 2015 year (%) 2014
NS
IZEHEE 20165 20155 R Bl (%) 2014%
Operating income 0N 889,525,250.25  1,076,596,258.89 1738 1,806,333,093.44
Net profit attributable to shareholders FBRALMAFARR Not applicable
of listed company HFHE -148,787,585.19 -207,817,373.56 TER 21,416,206.70
Net profit attributable to shareholders
of listed company after extraordinary FERLETA THX%E’]?D[‘? Not applicable
items BRI BHNFRE -164,874,525.62 -216,232,928.23 TER  -156,81743232
Net cash flows generated from RETHELN
operating activities RemEFE -13,041,823.62 145,654,400.12 10895  -107,897,373.68
Changes over
the same
period end of the
At the end At the end preceding At the end
of 2016 of 2015 year (%) of 2014
RERL EF
2016 5K 155K FEIRIL AL (%) 014X
Net assets attributable to shareholders BERLHARRE
of listed company WFEE 565,197,855.29 712,663,072.55 -20.69 919,530,631.51
Total assets BEE 1,849,908,902.76  2,077,492,109.79 -10.95  2,507,883,349.66
(i) Key financial indicators (=) EEHHER
Changes over
the same
period of the
preceding
Key financial indicators 2016 2015 year (%) 2014
AE LR
ITHHERE 20165 015% R EE AL (%) 2014%
Not applicable
Basic earnings per share (RMB/share) ERGREE (T/R) -0.35 -0.49 TiER 0.05
Not applicable
Diluted earnings per share (RMB/share) HRERLE TE/ -0.35 -0.49 A 0.05
Basic earnings per share after ?ﬂ[‘?#i«‘% HEREMER Not applicable
extraordinary items (RMB/share) BT/ R) -0.39 -0.51 NER 037
Returns on net assets on weighted fJD?ETrf]‘”’ﬁFuﬂZ/\I (%) Not applicable
average basis (%) -23.31 25.46 TER 233
Return on net assets on weighted MRIEE H B AN MiE Not applicable
average basis after extraordinary items (%) FHFEERRE (%) -25.83 26.50 NERB -17.05
Explanation on the major accounting data and financial indicators of WEBRRAGAI=FEEGEUE

the company at the end of the Reporting Period for the past three

years

“[JApplicable”

“v Not applicable”

H
T TSR AR IR

O@Em vrEs

ERFHEERDBRAF

SR



Section 2 Company Profile and Key Financial Indicators
ETH ARENTNEERHKER

VIIl. Accounting Data Differences Under Domestic N\ BRI EA T2 85 =

and Foreign Accounting Standards =

(i) Difference in net profit and net assets (—) AR BRER ST & EEH
attributable to shareholders of listed BEtERRENMBRESD
company in the financial statements disclosed FABNEERLTARARE
simultaneously pursuant to the International WFEEZEBR

Accounting Standards and the PRC Accounting
Standards for Business Enterprises

“JApplicable” v Not applicable” O@EAm vrEs

(ii) Difference in net profit and net assets (Z) AR EENEGTERAEZR G
attributable to shareholders of listed BErdEREENMERSH
company in the financial statements disclosed FABNEERLTARARE
simultaneously pursuant to the Foreign WFEEZEBR

Accounting Standards and the PRC Accounting
Standards for Business Enterprises

“JApplicable” "V Not applicable” O@EA vrEs
(iii) Description of differences between PRC GAAP (Z) BRIISHEAZENHA
and foreign GAAP
“JApplicable” "V Not applicable” O@EA vrEs
IX. Major Financial Data of 2016 By Quarter 2016 F R EEFTENHHIE

Unit: Yuan Currency: RMB
Bl T AEH

First quarter Second Third quarter Fourth quarter
(January to quarter (July to (October to
March) (April to June) September) December)
E-ZE E-FE E=FE ENFE
(1384%) (4-6 A1) (1-9A%) (10-12 A 13)
Operating income BEHA 229,373,055.81 255,701,723.11 216,298,821.39 188,151,649.94
Net profit attributable to shareholders of EBR EMAARE
listed company iopeiahed -30,331,649.30 -31,832,578.30 -29,543,668.44 -57,079,689.15
Net profit attributable to shareholders of FER LHRAREHNG
listed company, net of extraordinary items FRFURRENFNE -32,787,270.48 -37,524,928.58 -33,685,943.74 -60,876,382.82
Net cash flows generated from operating activities LERIPEENRENEFE -27,233,037.35 25,353,195.92 35,943,713.93 -47,105,696.12
Description of differences between quarterly data and data in disclosed EEHIEEHD R THREHEERS
regular reports EJ2]
“[JApplicable” "V Not applicable” O@EA v rEs

m Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 2 Company Profile and Key Financial Indicators

Extraordinary Items and Amounts

"V Applicable” “[INot applicable”

Extraordinary items
FERMHBEER

By — ki~

Gain or loss on disposal of non-current assets

Unauthorized or informal approval documents or one-
off tax returns and exemptions on tax

Government subsidies included in current profit or
loss, other than on-going government subsidies
which are closely related to the Company's normal
operation, meet the requirements of government
policies and are subject to certain limits and
conditions

Capital occupation fee received from non-financial
entities included in current profit or loss

Gain from the excess of the fair value of the
identifiable net assets of investee companies
on acquisition of the investment over the cost
of investment in the Company's subsidiaries,
associates and joint ventures

Gain or loss on exchange of non-monetary assets

Gain or loss on entrusted investments or asset under
management

Provision for impairment on assets due to force
majeure events, such as natural disasters

Gain or loss on debt restructuring

Corporate restructuring costs, such as employee
relocation expenses and integration costs

Gain or loss on transactions with obviously unfair
transaction price for amount which exceeds fair
value

Net gains or losses of subsidiaries for the current period
from the beginning of the period to the date of
combination arising from business combination
under common control

Gain or loss on other contingencies which are not
related to the Company's normal operations

Gain or loss on changes in fair value and investment
income from disposal of financial assets held
for trading, financial liabilities held for trading
and available-for-sale financial assets, except for
effective hedging transactions that are closely
related to the Company's normal operation

Reversal of the impairment provision for receivables
which are tested individually for impairment

Gain or loss on entrusted loans

Gain or loss arising from changes in fair value of
investment properties under fair value model on
subsequent measurement

Effect of one-time adjustment to current profit or
loss according to the requirements of tax and
accounting laws and regulations on current profit or
loss

Entrusted fee income from entrusted operations

Other non-operating income and expenses apart from
the aforesaid items

Other gain or loss items falling within the definition of
extraordinary items

Gain or loss on transfer of long-term equity
investments held

Effect of minority interest
Effect of income tax

Total

ERPEERERG

BEEN AEEAMAET %
REnFARE  BE

FARHRENRFRE  BELE
EREE£BRIAE FaER
RERE  RR-ERETBLE
ERBTROBREYRI

FAEHMESNHFERARNEN
E2RE

LERBTAR BECXRAEL
ENRERADRRERERES
BREAENIHDFEELAE
BELOKE

FEREEERARS
ZRBARESEEAENRS

RAARNRE  NEXEBRUER
SHERREREREER

EEEARE

TESABE MREBIMXL
BRERS

RHEREADANRAELNBA
DA EEBHOES

A-BHTERAGELNTRAH
NEAHANEEFRE

ANFLREEEBEMNREFA
EtthEs

BRARLEEEXBAMNENE
BREXHI BERFULRE
E Q5lEeRERELNNLE
EEBRL URRERSHLR
BE RHLEBABNTHIE
SRAERENRA NG

ERETRENANBLTRREE
fBEm

HHERERMGIES

RAARBERAETREHENE
AEFHELABEEDELOR
#

RERN et AR ERNEY
HEMERET-NHEEHEH

REnTE

SRELRENHERNA
BELRRZMNAMEEIIAT

i
ﬁ%ﬁ%#@#ﬁﬁéi%%ﬁé

A8
ERBENRHRERERE

SURRERTER

FanyEE
At

NRFNMEETBIER

T FEREMERER NS

Vigm OfER

Unit: Yuan Currency: RMB

Bfy  THE  ARK
Note (where Amount Amount
applicable) of 2015 of 2014
Wi (iEh) 015548 14585

£6970 12,045,657.31

81,540,465.35

169 450,032.00 1,548,580.56
400,701.19
€69
+69-70 -5,224,026.85 -1,129,671.91
99,193,128.78

742,656.24 -2,925,187.60
534.78 6,323.84

8,415,554.67  178,233,639.02

ERFFHERDBIRAE - <FFERS _



Section 2 Company Profile and Key Financial Indicators
FTH ARENNEERHKER

XIl. Items Measured at Fair Value - BEAAABEENER
“[JApplicable” "V Not applicable” EA vAEA

XIl. Others T2 Bt
“JApplicable” “v Not applicable” @A VA
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Section 3 Business Summary of the Company

Principal Activities, Business Model and Industry
Overview of the Company during the Reporting
Period

1.

Scope of business:
Licensed items of operation: general logistics; professional
contracting.

General scope of operation: development, design, sales,
installation, adjustment and trial, maintenance of cryogenic
containers for storage and transportation, compressors (piston
compressor, membrane compressor and membrane compressor
of nuclear grading) and accessories; machinery equipment and
electrical equipment; technical consultancy and technical services;
import and export of commodities and technology and acting as an
agency for import and export.

Main products and applications:

The Company’s main products include: liquefied natural gas (LNG)
cylinders for vehicles, compressed natural gas (CNG) cylinders for
vehicles, seamless steel gas cylinders, steel welded gas cylinders,
welded insulated cylinders, carbon fiber full-winding compound
gas cylinders, plate-type asbestos-free acetylene cylinders, ISO tank
containers, aluminum carbon fiber full-winding compound gas
cylinders for fuel cells as well as cryogenic tanks and LNG filling
station equipment.

NGIE S0 2

— HEENARFRENEEY
% EEERXRTEER S

1 REEKEHH .

HTMEER  WREE  BEEE -

—REERR  BE R ME R
% @5 EEERARENSE BR
6 OF 25U G 1 - PR UGB 4 - i
BSIRG) REM R BR
R RO BIRTS -
O #iipE 0 - RBELO -

TEEMMNEM

AREAEBERA - ERBERARING)R
W BERAEBAERARR(CNG) R - HE
EAERIN - SRR RN - IRIEBA
o BREEEEEES RN U E
AARIERL LR - ISORET N EREAR - IRk
T AR N IEIRE A 2B RE A R
RARIR T « LNG IR EES

K

ERFTHEERDERAIT T FFERS



Section 3 Business Summary of the Company

NGIE %

I.  Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

Period (continued)

1.  Scope of business: (continued)
(1) LNG cylinders for vehicles

High pressure direct injection HPDI tank

HPDI tank is currently the world’s top vehicle LNG storage
tank. The Company is committed to global LNG project
cooperation. HPDI tank is mainly developed for high-pressure
natural gas engines. It can provide output pressure which
cannot be provided by general LNG tank, thus making the
performance of high-pressure natural gas engines more
superior.

Spark plug ignition SI tank

SI tanks are low-pressure storage tanks that use spark
plugs for ignition. Through comprehensive integration of
technology for LNG filling stations, engines, automobile
manufacturers and S| tanks, Beijing Tianhai is able to provide
low-cost vehicle LNG solutions. We currently provide SI
tanks to Beigi Futian, Guiyang Bus, Haikou Bus, Dongfeng
Automobile and Shaanxi Heavy Duty Automobile.
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Section 3 Business Summary of the Company
DEEBBE

Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

— REPRN R FIRBNEEE
% BREBRARITEBRHR B

Period (continued) (%)
1. Scope of business: (continued) 1 REEKEDE @)
(2) CNG cylinders for vehicles (2) EABHEAAKCNGRIME

CNG cylinders for vehicles can be classified into: aluminum
liner carbon fiber full-winding compound gas cylinders (Type

BB G R A RCNG R IR AT 5
B SEAREKEESBRES

I11), steel liner ring wrapped cylinders (Type 1) and compressed FORGNE) - $0E AR R 424
natural gas cylinders (Type 1), for use in storage of natural gas FOm QA ) B 48 K 28 /U R (1
fuel for vehicles. A) - ARBRRXARMEET -

The Group has obtained 1SO9001:2008, 1SO/TS16949:2009

HACNGRIMAE &EYF1S09001 ¢

international quality management system certification, 2008 » ISO/TS16949 2009
ISO14001:2004 environmental management system BEEETHEERRE ﬂl
and OHSAS18001:1999 occupational health and safety 1SO14001 : 20041&%%1@&/

management system certifications for its CNG cylinders OHSAS18001 : 19998 % & Ji

for vehicles and has become a designated cylinder supplier
of automobile manufacturers including FAW-Volkswagen,
Dongfeng Automobile and Shanghai Volkswagen. The
Group’s CNG cylinders has been exported to Europe, Brazil,

ZEERERZEREEEEE
%uutu ﬂz/t_bcpli/%j(%j\ R
FRE - FEBRRETE QRIS
TERMUER  ERBERAAR

Argentina, India, Pakistan, Thailand, etc.. CNGRMRB EOBON ~ B - [
BE - HE - BEHE - ZTEHE
.
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Section 3 Business Summary of the Company

NGIE S 2

I.  Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

Period (continued)

1.  Scope of business: (continued)
(3) Seamless steel gas cylinders

The Company adopts world-class processing equipment and
advanced technology. It can produce high pressure seamless
cylinders of various specifications with nominal working
pressure of 8-35Mpa and nominal volume of 0.4-145 litres,
which are widely used in chemical, fire-fighting, medical,
energy, urban construction, food, machinery, electronics
and other industries. Seamless steel gas cylinders under JP
brand are safe and reliable,
clearly-stamped and have
consistent height and
good-looking appearance.
They have been exported
to over 40 countries and
regions in five continents
around the world and are
recognised as products
under “Famous Beijing
Brand” and “Famous China
Brand”.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 3 Business Summary of the Company

Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

Period (continued)
1.  Scope of business: (continued)

(4)

Carbon fiber full-winding compound gas cylinders

The Company has the largest design and testing centre and
production line for aluminum liner and carbon fiber full-
winding compound gas cylinders with the most advanced
technology in Asia. Such cylinders are featured by high
pressure, light weight, good safety performance, good
adaptability to environment and good heat resistance. They
have been widely applied in scenarios requiring light cylinders
such as respirators, medical oxygen, coal mine rescue and
paintball guns.

(ON

NGIE Y

%ET&H%%&%W

()
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NEEETEMERRARED
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2 B A SURMH BN H b
SRigh-AAENL EE
W ZRMN  BEEELE

BRI SR - MO B2

EARERES - BAE - AR
B ABREFEEEAMANE

e -

(5)

Plate-type asbestos-free acetylene cylinders

Plate-type asbestos-free acetylene cylinders are products
independently developed by the Company with world-
leading standards. The bottle body adopts advanced
stretching technology and is stretched from whole pieces of
steel. They are characterised by Pollution-free, safe and good
performance, light weight and good-looking appearance.
They have passed the DOT-8AL certification in the United
States, the TC-8WAM certification in Canada, and the BOC
technical quality assessment in the United Kingdom. They
have been sold and exported to Europe, the United States,
Southeast Asia and other countries and regions.

Due to the special requirements of acetylene gas storage,
the bottles must be filled with porous filler filled with
acetone. Asbestos-free acetylene cylinders are designed for
the storage and transportation of acetylene, and are widely
used in scenarios requiring acetylene gas such as welding and
industrial synthetic polymers.
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Section 3 Business Summary of the Company
DEEBBE

l.  Principal Activities, Business Model and Industry — -$REHRATARENTEX
Overview of the Company during the Reporting % BRERARITEBRHR B
Period (continued) (%)

1. Scope of business: (continued) 1 REEKEDE @)

(6) Welded insulated cylinders

Welded insulated cylinders are high vacuum multi-layer
insulation movable low-temperature liquid containers
for use in the storage and
transportation of liquefied air
products (liquid oxygen, liquid
argon, liquid nitrogen). High-
pressure cylinders can be filled
with liquid carbon dioxide and
nitrous oxide media.

(6)

The Company adopts advanced
process and technology and its
production process is carried
out in accordance with a strict
quality control system, which
has ensured the products’
quality. Its products are safe,
reliable and easy-to-use, which
have a high loading rate and
can be re-filled. The welded
insulated cylinders developed
by the Company have received
awards including technology
award and have obtained DOT-
4L, TC-4LM, ASME and TPED
certifications.
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Section 3 Business Summary of the Company
DEEBBE

Principal Activities, Business Model and Industry — ~ZSREHRATFARENTEE

Overview of the Company during the Reporting % KREBARTERBRHSA

Period (continued) (%)

1. Scope of business: (continued) 1 REEKEDE @)

(7) Cryogenic tanks (7) ERGERE

The Company provides fixed vertical or horizontal cryogenic RAREBRPERIEHTREN
tanks with volume of 3 cubic meters to 350 cubic meters LM REABILHAKREI0NL
for use in storage of low temperature liquid, such as liquid F KB E E =S K s EA SRR BT
oxygen, liquid nitrogen, liquid argon, liquefied natural gas, i ARRFERRE R
and liquid carbon dioxide in accordance with customers’ A RA - RE - BRIERAR -
requirements, which are designed and manufactured in MEBEB-_ACRSE  EmD R
accordance with China pressure vessel; standard European FEBENDBSRELE - BREBENM
Union’s EN and 97/23/EC PED and Australia/New Zealand's 97/23/EC PED ' B A /4
AS1210 standards. BIAS1210 FHRERGH RIS -
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Section 3 Business Summary of the Company
NAFRBHE

l.  Principal Activities, Business Model and Industry — ~3R&EHAATFARENTEE

. . . — i 1 IS — Al A 2N/

Overview of the Company during the Reporting % KEBEARITER R

Period (continued) (&)

1. Scope of business: (continued) 1 REEKEHBR : @)

(8) 1SO tank containers (8) - ISOENEHEF

The ISO tank containers produced by the Company RAEEMISOREXNERMEREE
are designed for the storage and transportation of low REBHERRE 0 RE R
temperature liquid, such as liquid oxygen, liquid nitrogen, A RE - BRIERAR - REE
liquid argon, liquefied natural gas, and liquid carbon TEALRERETH  BREREEK
dioxide, which can be used as transport containers for HEVME  HEMAKERK
global shipping, rail and road transport. They have product ERAE  EmMABEISO40HER
specifications of 1ISO40 feet and 1SO20 feet and maximum HMISO20HR. + Hm s FF TIEE T
allowable working pressure of 0.2 to 3.7MPa, and vacuum "02E37MPa IRAAZEZE
multi-layer winding insulation technology is adopted. RRIE B AN -
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Section 3 Business Summary of the Company
NARBHE

Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

Period (continued)
1. Scope of business: (continued)

(9)

Complete sets of technology and equipment for LNG
filling stations

LNG filling stations

LNG filling stations discharge LNG feed gas from LNG tankers
to LNG tanks and feed LNG fuel to LNG vehicles using
LNG filling machines after pressure adjustment. The main
equipment includes LNG tank system, LNG cryogenic pump,
unloading/tank booster, EAG heater, LNG filling machine,
process piping, valve and station control system.

The LNG filling stations developed by the Company are
featured by mature process, reliable system heat insulation,
good adaptability to vehicle cylinder gas supply system,
operation without vent loss, high degree of automation, and
low site construction with integrated pump skid design.

LNG gasification stations

LNG gasification stations supply gas to urban residents,
industrial furnaces and for emergency peaking by discharging
LNG feed gas from LNG tankers to LNG tanks, which,
following pressure boost, enter air temperature evaporators
and become natural gas after heat exchange with air and
temperature increase, and then are distributed to natural
gas pipelines following pressure regulation, metering and
adding odor. LNG gasification stations comprise LNG tanks,
unloading/tank booster, air temperature main carburetor,
EAG heater, odorization pressure regulating metering skid,
valve and station control system.

The Company designs and produces small standard
gasification skids for plants, community power generation
and heating, and designs and installs large gasification
stations in accordance with customers’ requirements.

(
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(&)
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Section 3 Business Summary of the Company

NGIE S 2

l.  Principal Activities, Business Model and Industry — ~3R&EHAATFARENTEE
Overview of the Company during the Reporting % RERKARITERBRTHHA
Period (continued) (&)

1. Scope of business: (continued) 1 REEKEHER : (@)
(9) Complete sets of technology and equipment for LNG (9) * LNG IR IEKERM K &HE (F)
filling stations (continued)
LNG skid-mounted stations LNG £ IR
LNG skid-mounted stations incorporate LNG tank, cryogenic LNG &2 N & U 2 7% LNG {1
submersible pump, vacuum pump pool, carburetor, filling ffi/m BRE - EE? A |
machine, vacuum pipe and valve into a skid, which have IR AEERREAE
unloading, pressure regulation, filling and other functions. EEXE fEigme - A5H=
A - EETEE
The LNG skid-mounted stations produced by the Company NAEEHNINGEEBER IR
are well manufactured with elaborate designs by making full 15 Fo i M A & B & T?Zﬁlﬂg?% '
use of its technology advantages. They incorporate the whole O BREE H E2EX
set of equipment into a container, which are easy to install. HEKRTERBRN  ©F ”%@
All valves are controlled by PLC and have the advantages of FrBRMHERAPLCIES - AFHE
simultaneous unloading and filling, little heat leakage, and no AMANE A E R HETT ,ﬁ:ﬂ/] N3

frost for pump pool after long-term use.

L—-CHuG
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Section 3 Business Summary of the Company
DEEBBE

l.  Principal Activities, Business Model and Industry — ~3R&HARADABIIRENTEX
Overview of the Company during the Reporting % REBRERARITEB R A
Period (continued) (%)

1. Scope of business: (continued) 1 REEBESHE: @
(10) Aluminum liner carbon fiber full-winding compound (10)- MBI EHARANEREBETEE
gas cylinders for fuel cells BERM

The Company has the largest design and testing centre and
production line for aluminum liner and carbon fiber full-
winding compound gas cylinders with the most advanced
technology in Asia. Such products are independently
designed, have a wide range of product specifications,
and can be customised based on customers’ needs. Due to
their high pressure, light weight, good safety performance,
good adaptability to environment and good heat resistance,
the 35MPa high pressure aluminum liner carbon fiber full-
winding compound gas cylinders (cylinders for hydrogen
storage) have been widely applied in hydrogen fuel cell
vehicles, unmanned aerial vehicles and fuel cell backup

= K
NEEB DM EZFERED
Al 7K I 5 5k i A 4R 9 BE Ak A
WREEIE S TR P
ORAEER BEAFAHMBE
o EMERERKED KR
BEEERES  HREEBEN
= EER . TERMET - RER
T ERE N e A B T S5 B
it 4= £ #) 35MPa =) B 5 A i Ak 4
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Section 3 Business Summary of the Company

NGIE S 2

l.  Principal Activities, Business Model and Industry
Overview of the Company during the Reporting

Period (continued)

2. Business model
The Company’s business model comprises links of product
development, raw material procurement, production and
processing, and sales, being:

(1)  Procurement model: The main raw material used in the
Company’s production is steel and its main product is steel
cylinder. The procurement is conducted on a cash on delivery
basis;

(2)  Production model: Due to the complex production process
for steel cylinders of high temperature and high pressure, low
temperature and negative pressure and strong continuity,
its production must be kept stable for a long period of
operation;

(3)  Sales model: Its products are mainly sold through direct
sales and distribution models, whereby it strives to occupy
the market through distributors with strong capability and
extensive channels, while making direct sales to capable
manufacturers and end customers in order to capture market
share.

3. Industry overview

The Company has the advantages of a wide range of product
offering and certifications in the industry. It can produce over 800
types of products and has obtained 41 international certifications.
Its products have been accepted by seven out of the world’s top
eight gas companies. Through a wide sales network, it has realized
an extensive geographical coverage nationwide and its international
operations are mainly located in the United States, Singapore,
Korea, India and Australia. The Company’s products have strong
competitiveness and considerable market share in the industry, in
particular:

The Company’s asbestos-free acetylene cylinders are the first
among its international counterparts to enter the high-end cylinder
market in the United States.

In addition to producing cylinder products, the Company is also
the first to have the ability to design and manufacture a full set of
seamless cylinders.

Its domestic fire-fighting cylinders, especially subway fire-fighting
cylinders, still occupy a dominant position in the market with over
70% market share.

LNG cylinders for vehicles: The market share of LNG cylinders for
vehicles of the Company grew steadily since 2011 and has reached
approximately 15% to 16%.

LNG tanks: Since 2012, the market share of LNG tanks of Tianhai

Low Temperature. has been growing at an annual rate of 2% to 3%
and has reached 8%.
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Section 3 Business Summary of the Company

Principal Activities, Business Model and Industry
Overview of the Company during the Reporting
Period (continued)

3.

Industry overview (continued)

Filling stations: Due to its relatively late entry into the gas filling
station business, the Company’s market share is 3% to 4% only,
although representing an increase of 712.9% over the same period
of the preceding year.

High pressure direct injection HPDI tanks: HPDI tank is currently the
world’s top vehicle LNG storage tank. As the world’s only HPDI tank
supplier, Beijing Tianhai has supplied and exported a few thousand
HPDI tanks.

CNG cylinders for vehicles: The market share of its CNG cylinders
for vehicles in the taxi and bus upgrade projects across China has
reached 40%.

Seamless steel gas cylinders: Its seamless steel gas cylinders have
maintained a steady market share of 60% of the domestic market.
Its production capacity for such product is 3.30 million, the largest
in the industry.

Description of material changes in major assets
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of the Company during the Reporting Period
“CApplicable” "V Not applicable”

ll. Analysis of core competitiveness during the = RE

Reporting Period

“v Applicable” “[JNot applicable” ViER O #EA
1. Brand advantage 1 REEZ
The Company has long been upholding its policy of producing FHIAR & EE% ERMAIREE

world-class products in accordance with international standards IEL?I‘*”?&% BB AR R g - IR
in respect of manufacturing technology and management. It PRAZEEE I BREENRKFE | A
has successfully obtained 41 international certifications such o EBEBET P_I] T —EBE R RE -

as 1S09001:2008, 1SO/TS16949:2009 quality management

ISO9001 : 2008 * ISO/TS16949 : 2009

system, 1SO14001:2004 environment management system and EEETEREZ 15014001 : 200438 3%
OHSAS18001:1999 occupational health and safety management EIRFE R « OHSAS18001 : 1999 B ¥ (#

system certifications. With over 20 years’ efforts, Tianhai Industrial
has established the largest product sales network in the industry

BFR2ERBERE - EB_THFH
Mg REBTIFEY TREFETER

and a complete and efficient after-sales service system. Its products ARENERBEEENTESRNE
have national coverage and are sold to more than 40 countries and BRGER  EREEDE  RHEER
regions in five continents around the world, and the sales volume of AN+ ZEERMME - H

its seamless steel gas cylinders ranked first in the world.

The Company adheres to the corporate spirit of “integrity,
dedication, learning, innovation and aiming at first-class” and has
established a good reputation for its safe and reliable products and
quality services. With its improving core competitiveness and rapidly
growing performance, the Company has been awarded the honours
of China’s Top 100 Enterprises, Beijing Top Ten Foreign-invested
Enterprises, Beijing High-tech Enterprise, Leading Enterprise in the
PRC Metal Pressure Vessel Manufacturing Industry and National
“Labour Day” Certificate.
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Section 3 Business Summary of the Company
NARBHE

Analysis of core competitiveness during the
Reporting Period (continued)

2.

Technology advantage

The Company has A1, A2, C2, and C3 level pressure vessel
design qualifications and A1, A2, B1, B2, B3, C2, C3, D1 and
D2 level pressure vessel manufacturing qualifications. It can
produce over 800 types of seamless steel gas cylinders, winding
cylinders, accumulator shells, asbestos-free acetylene cylinders,
welded insulated cylinders, carbon fiber full-winding compound
gas cylinders (including those for vehicles), cryogenic tanks and
filling stations. The Company’s products are widely applied in
automotive, chemical, fire-fighting, medical, petroleum, energy,
urban construction, food, metallurgy, machinery, electronics and
other industries.

With an accurate grasp of the clean energy market, the Company
has combined technologies in respect of LNG cylinders for vehicles,
CNG cylinders, cryogenic tanks and natural gas vehicle filling
stations and is able to provide customers with LNG/CNG system
solutions. The Company is also capable of manufacturing cryogenic
tanks and IMO tank container products in accordance with China
pressure vessel standards, EU ADM and 97/23/EC PED and Australia/
New Zealand AS1210 standards.

Sales network advantage

The Company has established a complete sales network with over
30 distribution offices scattering across the country, realizing a full
geographical coverage nationwide. The Company has also set up
eight overseas sales offices mainly located in the United States,
Singapore, Korea, India, Australia and other countries with value
of direct export accounting for around 50% of total income. Its
products have been accepted by seven out of the world’s top eight
gas companies. In particular, its asbestos-free acetylene cylinders
are the first in the global industry to enter the high-end cylinder
market in the United States.

Human resource advantage

The Company has established an internal organizational system
and operational mechanism, performance appraisal mechanism and
salary and welfare system meeting the requirements for market
competition, in order to provide a career development platform for
its management and employees to grow with the Company and
share the fruits of development, to create a good corporate culture.
It has established a team of talents with ability and integrity, core
competence and professional quality in respect of research and
development, sales, management, operation and production.
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Section 4 Chairman’s Statement

Review

In 2016, the Chinese government actively practiced the new development
concept and accelerated the process of building a well-off society in
an all-round way. Supply side reform has taken important steps, and
economy operation enters a new norm. By closely following the “13th
Five-Year” strategy, the Company promoted reform and adjustment
and transformation and upgrading, and continued to conduct quality
improvement and efficiency enhancement. It strived to open up market
and accelerate product research and development and establish and
improve systems and process in order to build a pragmatic and efficient
operating structure.

1. It formulated its “13th Five-Year” strategy which specifies clear goals
and objectives for development.

The Company has formulated its “13th Five-Year” strategy which
specifies clear goals and objectives for development, giving full play
to the advantages of production resources of traditional products,
establishing and optimising product plan, enhancing the level of intelligent
manufacturing, and transforming from traditional manufacturing to
advanced and intelligent manufacturing. It actively explores methods for
joint venture and cooperation in the area of natural gas and partnered
with gas companies to extend to the upstream of the industrial chain.
It became involved in the operation and management of filling stations
and inspection stations and extended to the downstream of the industrial
chain, and strived to transform from product-based to service-based and
from providing standalone products and to supplying system solutions.

2. It made effective use of the capital market to promote industrial
restructuring and resource revitalization

It entered a strategic cooperation agreement with Yuecheng Elderly Care
in relation to the Wufanggiao land development project, completed site
visit and preliminary technical assessment for Type IV cylinder technology
project, signed a letter of intent for strategic cooperation and is actively
negotiating for recycling of land and real estate resources for the Langfang
Tianhai Reform & Adjustment Project. Jiangsu Tianhai now has the
ability to produce DOT cylinders and has finished relocation of certain
equipment.
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Section 4 Chairman’s Statement
BERRE

Review (continued)

3. It developed market despite the negative trends and managed to
achieve satisfactory results

Its domestic fire-fighting cylinders, especially subway fire-fighting
cylinders, still occupy a leading position in the market. Stimulated by both
the government’s “coal to gas” policy and its promotion strategies, its
domestic fire-fighting cylinders sales recorded significant year-on-year
growth. The sales of its Type Ill cylinders achieved a historic breakthrough.
Its systematic and intelligent products opened a new chapter, and it
successfully commenced sales of CNG integrated frame bundles in South
America.

4. It completed the formulation of its product plan for the “13th Five-
Year” period and accelerated the application of results of scientific and
technological innovation.

Under the background of devising the strategic positioning in the capital
city, easing the non-capital functions and creating the “advanced and
intelligent” industrial structure, the Company formulated the “13th
Five-Year” product planning and achieved certain results in accelerating
the application of results of scientific and technological innovation.
For example, Tianjin Tianhai completed with high efficiency the project
approval process of Tianjin Tianhai’s air energy storage project for
A1 pressure vessel. The Company completed the development and
certification of 117 products and 9 factory certifications. It formulated
and implemented the Measures for the Administration of Specialized
Technical Personnel and the New Product Development and Technological
Innovation Reward Management System, which specify the technical
personnel promotion channel, provide protection for the career
development planning and remuneration of technical personnel and lay
a solid foundation for the continuous development of its technological
innovations.

5. It fully implemented measures to conduct quality improvement and
efficiency enhancement and deepened its cost management.

Cost is lowered through various measures such as the decrease in
procurement price, accounts receivable greatly decreased through the
measures of changing the sales strategy and enhancing the effort in
collecting receivables from clients, The Company decides its production
volume based on sales volume to actively digest the amount of inventory;
without prejudice to its normal production operation, it utilized the
potential of human resources and streamlined and optimized the staff
structure such that the number of employees decreased by 23.3%, which
greatly reduced the labour cost.

Outlook

The guiding ideology of the development of the Company is to accelerate
the reform, adjustment, transformation and upgrading, integrate sales
teams and actively develop market, speed up talent recruitment and
continue to downsize and improve efficiency, strictly control receivables
and inventories, broaden financing channels, continue to carry out
in-depth cost management, actively develop common values of the
organisation and establish a good corporate culture, and go all out and
overcome all difficulties to promote the realization of its various tasks for
2017, by following its “13th Five-Year” strategies and using reform and
innovations as the driving force, enhancing operation and management as
protection and developing new business as support.

1. It will firmly implement its “13th Five-Year” strategies and accelerate
the reform, adjustment, transformation and upgrading.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 4 Chairman’s Statement

Outlook (continued)

First of all, it will fully integrate its strategies with annual budget, and
divide its strategic goals and measures into annual business objectives
meeting budget in order to maximize the guiding role of comprehensive
budgeting in its operation.

In addition, it will strengthen and improve operation management,
strengthen budget execution deviation analysis, problem solving and
improvement tracking, and establish a monthly business communication
meeting mechanism, in order to enhance the quality and efficiency
of information communication between headquarters and affiliated
enterprises.

Also, it will optimise its performance appraisal indicator system, adhere
to the philosophy of “performance first and cash is king”, increase the
weight of receivables and inventory in performance assessment, and
facilitate the implementation of its competition strategies. Furthermore,
it will maximize the utilisation of resource by the formulation and
implementation of comprehensive budgets and the optimisaton of the
allocation of various types of resources.

Finally, it will improve the strategic management system, deepen industry
analysis and research, track, examine and assess the implementation of
strategies to ensure the effective implementation of its strategies.

2. It will adhere to its market-oriented research and development to
expand the economic benefits of new products.

First of all, it will focus on key business and strategic products based on
its strategic positioning, go all out to develop domestic and overseas
markets, maintain close relationship with customers, and keep a close
eye on projects, in order to expand its market share. It will focus on order
quality to pave the way for profitable growth. At the corporate level, it
will focus on developing and maintaining major customers, coordinating
and consolidating customer relations and building cooperation bridge by
using its resources and advantages. Moreover, it will enhance the core
competitiveness of products to meet customer needs, while improving
customer management ability and guiding customer consumption. It
will adopt effective management measures to strictly control risks. It will
strengthen the development of the sales team to ensure its salespersons’
loyalty to the Company and business skills.
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Section 4 Chairman’s Statement
BERRE

Outlook (continued)

In addition, it will seize the market opportunities brought by the “coal to
gas” policy to generally improve the market share of its low temperature
tanks, cryogenic tanks and filling stations and active build a business
model of tank, station and gas integrated operation. It will develop the
application of natural gas in power generation, distributed energy, fuel cell
and vehicle and marine, and adjust its product offering to meet market
needs.

Also, it will treat the “13th Five-Year” product plan as its top priority by
strengthening the organization, coordination and strict implementation
of the annual plan to ensure the launch of new products. It will
also strengthen systematic research of key products, processes and
standardization to create systematic solutions. It will optimise research
and development organization structure, build a market-oriented research
and development system, and implement innovative remuneration and
assessment mechanism to stimulate the enthusiasm of scientific and
technical personnel. It will strengthen the reporting and assessment of
major scientific research projects and implement process monitoring and
effectiveness evaluation to ensure the projects will improve its research
and development capability, product quality and performance.

Finally, it will attach great importance to the application of results of
product research and development. The sales department shall actively
develop new markets, new business forms and new areas and include
product sales revenue in the assessment system by considering overall
revenue and also revenue structure.
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Section 4 Chairman’s Statement

Outlook (continued)
3. It shall facilitate quality improvement and efficiency enhancement,
deepen its cost management and improve operation quality.

It will continue to strengthen the leading role of performance assessment
by linking remuneration closely to performance. The difference between
the remuneration of management of loss-making enterprises and
profitable ones shall be large enough to break egalitarianism and stimulate
enthusiasm. The reasonableness of the changes in average employee
salaries of the subsidiaries of the Company shall be re-examined based on
the change in labour cost in relative terms.

All functional departments of the Company shall enhance service
awareness, value creation awareness and risk prevention and control
awareness, strengthen the services provided for sales department and
subsidiaries, and take the initiative to go to the frontline to understand
the actual problems and effectively coordinate and tackle the difficulties
in order to make contribution in enhancing the operational quality of the
Company.

In line with the overall budget for 2017, it will further determine the
budget for selling expenses, administrative expense and finance cost,
make adjustments from time to time, issue early warnings and conduct
strict control based on the sales revenue. It will further conduct cost
reduction measures in respect of labour cost, procurement cost and
technology advance. It will continue to arrange production based on
orders received, and maintain appropriate volume of inventory to avoid
creating additional inventory. For the exiting overstock, it shall conduct
careful analysis and utilize them in specified uses. It will requlate contract
management and collect amounts due as agreed in contracts to avoid
additional overdue receivables. For the recovery of the existing overdue
receivables, it will set a schedule and roadmap and make collection
calls accordingly. All functional departments of the Company shall
enhance service awareness, value creation awareness and risk prevention
awareness and strengthen their support for the sales department and
subsidiaries of the Company. They shall take the initiative to understand
the real issues at the grassroot level and effectively coordinate and solve
difficulties, in order to contribute to the improvement in the operation of
its subsidiaries.

4. It will improve information management.

In the internet era, companies no longer sell products only, they also
attempt to add-value by providing after-sales services, distribution and
other follow-up services using the way of Internet+ in order to improve
core competitiveness. In 2017, the Company shall further make use of
management software to enable smoother communication and sharing of
information between the Group.

It will build a transparent platform and intelligent supply and procurement
system to seek and compare quotations before procurement, realize
procurement transparency and establish a standard process of supplier
management and procurement, which will assist in making decisions on
procurement by collecting data on procurement and products and will
realize efficient procurement management through intelligent reminder
and search.

It will establish a sound customer and agent credit rating management
system and improve the contract order management system. For
intelligent gas cylinders and internet+ projects, it will determine
cooperation proposals and enter into strategic cooperation framework
agreements, and will promote electronic tags for steel cylinders to
domestic and overseas major customers (gas companies and automobile
manufacturers).
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Section 4 Chairman’s Statement
BERRE

II. Outlook (continued) — RE @
5. It will strive to improve the capability of management and employees to ARERSEEHIE ThME - TERLAS
build the core talent advantage. By -
First of all, the Company has established an internal organizational B BUMAmBHRFERNAIEEER
system and operational mechanism, performance appraisal mechanism FMEEITHE S  EE LB NFEEF SR -
and salary and welfare system meeting the requirements for market AHEE TIREEAECERRKE  £Z%
competition, in order to provide a career development platform for its BERENEERRTE  AERFNHDLEL
management and employees to grow with the Company and share the SE BREEZA  FBEA  BEBEBA -
fruits of development, to create a good corporate culture and to retain T HE BE - ELSREAE—BRSHE
staff with strong prospects, competitive remuneration and loyalty. It has i - ITiEEA G - BEROBENTRERS
established a team of talents with ability and integrity, core competence Bz O AT B o

and professional quality in respect of research and development, sales,
management, operation and production.

Secondly, it has established a core talent pool and human resource HEX BIYRODATEMANBERERERZS
management system, which has enabled more scientific personnel FAERMRE  TREE - BERT - ATEH
reserve, targeted training, target focus and talent selection, improved BEE RIS RBAABSTCE - WEGEEETT
organizational efficiency and assisted it in human resource decision- ANERRENER -

making and management.

Furthermore, it adopts flexible recruitment methods and combines talent B RAEERZEMNBESR - 8 AT 5E
recruitment and internal cultivation, and has prepared efficient and MESESHEES  HEeadw  BERMANE
practical human resource solutions to quickly recruit experts on Type TRERR T2 - IRIRS|EPUAE - AT A
IV cylinders and hydrogen technology, competent marketing staff and I BEEEHABNERKIE  AATIERIE
project managers to support its development. HANLIE -

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 5 Management Discussion and Analysis

Management Discussion and Analysis

Due to the impact of the price difference between oil and gas and the
electric vehicle subsidy policy, the demand for natural gas substantially
declined in 2016. The government has strengthened the supervision of
environmental protection and the new energy products have a promising
outlook in the long run. However, the natural gas market was not
adversely affected in the short term. In view of huge challenges, the
Company closely followed the “13th Five-Year” strategy, promoted
reform and adjustment and transformation and upgrading, and continued
to conduct quality improvement and efficiency enhancement. It strived to
open-up market and accelerate product research and development and
establish and use its efforts to suppress the downward trend.

During the Reporting Period, the Company adopted the following major
measures:

1. Regulate the operation of the Company and

improve its corporate governance

During the Reporting Period, the Company amended its corporate
rules including the Management Measures for Executive
Performance Assessment in accordance with the requirements of
the relevant laws and regulations to improve the incentive and
restraint mechanism of senior management, which has realized the
effective combination of remuneration distribution, performance
assessment, corporate performance and shareholders’ value, fully
motivated the Company and its senior management and ensured
its compliance operation. It convened general meetings and the
meetings of the Board and of the Supervisory Committee in strict
accordance with the requirements in the Articles of Association.
It strictly fulfilled its information disclosure obligations to ensure
the truthfulness, timeliness, accuracy and completeness of the
disclosure. It enhanced the transparency of information disclosure
to safeguard the interests of the Shareholders as a whole.

2. Strictly implement “double reductions” to lower

finance cost

Without prejudice to its normal corporate operation, the Company
continued to vigorously implement refined management strategy
and strictly implemented the “quality improvement and efficiency
enhancement” and “double reductions” (being reduction of
inventory and overdue receivables) programs to lower and save
finance cost. It set goals, made classification, prepared plans and
conducted special assessment, and the costs, accounts receivable
and inventory were greatly reduced.
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Section 5 I\/Ianagement Discussion and Analysis

ERE
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l.  Management Discussion and Analysis (continued)

3.

Kuancheng joint venture project

Following investigations and negotiations with Kuancheng
Shenghua Pressure Vessel Manufacturing Co., Ltd. (“Kuancheng
Shenghua”), the Company decided to cooperate with Kuancheng
Shenghua. A letter of intent of strategic cooperation has been
signed, and agreements have been reached in relation to
cooperation method, investment and shareholding percentage,
corporate structure, sales right and the date of project
commencement etc. For details, please refer to the announcement
of the Company dated 14 November 2016 in relation to the
entering into a letter of intent of strategic cooperation between
Langfang Tianhai High Pressure Containers Co., Ltd., an indirect
subsidiary of the Company, and Kuancheng Shenghua (No.
Lin 2016-044). The signing of the letter of intent of strategic
cooperation met the needs of strategic development of the
Company, realized the industrial transfer of the traditional cylinder
products of Beijing Tianhai Industry Co. Ltd., and made reasonable
use of land resources. The Company’s cooperation with a private
company under the guidance by the letter of intent of strategic
cooperation will allow both sides to complement each other
with their own strengths, and will help to improve its product
competitiveness and profitability and facilitate the mixed-ownership
reform.

Risk warnings: The letter of intent has been signed by the parties
through friendly negotiations based on the intent of cooperation,
and the details of the cooperation in respect of the letter of intent
are subject to the entering of the relevant cooperation contract. In
addition, the transfer and relocation of product lines is still subject
to further in-depth feasibility research at the technical level. There
are still uncertainties about whether the cooperation will proceed
smoothly.

Wufanggqgiao land development project

On 29 December 2016, the Company entered into a letter of
intent of strategic cooperation with Yuecheng Elderly Care in
relation to the change of land nature, compensation and share
capital of the joint venture. The signing of the letter of intent is to
meet the requirements of the policy for the transfer of Beijing’s
non-capital core functions and industrial structural adjustment in
Beijing. The strategic positioning of the Company also requires
high-end industry elements that meet local development plans. The
letter of intent will be conducive to the rational utilisation of land
resources and facilitate the upgrading of old plants and industrial
transformation of the Company. The letter of intent of strategic
cooperation, once materialised, is expected to have positive impact
on the results of the Company for 2017. For details, please refer to
the announcement of the Company dated 29 December 2016 in
relation to the signing of the letter of intent of strategic cooperation
between Beijing Tianhai Industry Co. Ltd., an indirect subsidiary of
the Company, and Yuecheng Elderly Business Investment Co., Ltd.
(No. Lin 2016-052).

Information on Wufanggiao land

Company name: Beijing Tianhai Industry Co., Ltd., located at No. 9
Tianying North Rd., Chaoyang District, Beijing, Postal code: 100121

Land certificate no.: Jing Chao Guo Yong (2005) Chu No. 0242

The classification of land (land use) is industrial land use

The termination date of land is 28 October 2054.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 5 Management Discussion and Analysis
ERE KEBRNWESM

l.  Management Discussion and Analysis (continued)

4,

Wufanggiao land development project (continued)
Risk warnings: The letter of intent of strategic cooperation
represents a written confirmation between the parties in relation to
the cooperation and the principles for future cooperation projects,
and a basic framework letter of intent entered into between the
parties for the purpose of future cooperation. It does not cover
all matters involved in the plan in details. However, the principal
terms of the letter of intent of strategic cooperation stated in
the announcement (the “Key Terms”) are binding on the parties
and shall not be altered unless agreed by the parties through
negotiations. Save for the Key Terms, the other terms of the letter
of intent are not binding on the parties. The detailed terms of the
cooperation shall be agreed upon by the parties in accordance with
the principles and purposes of this letter of intent and is subject
to the signing of the formal agreement. In case of any differences
between the terms of the letter of intent and those of the formal
agreement, the latter shall prevail. The formal agreement to
be entered into shall undergo the decision-making procedures
of Beijing Jingcheng Machinery Electric Company Limited (the
“Company”) and is subject to the approval by the Shareholders. As
such, there exist uncertainties.

Development and certification of new products

and quality system review

In 2016, the Company continued to cultivate new source of
growth using product innovation as the driving force to promote
its sustainable development. In accordance with its technology
development plan for 2016, the Company mainly carried out and
finished the development and certification of key new products
including aluminum liner carbon fiber full-winding compound gas
cylinders for military, aluminum liner carbon fiber full-winding
hydrogen storage cylinders for vehicles as hydrogen fuel storage
container, and the steel cylinder frame and supply system of natural
gas vehicles.

It finished the renewal of ISO/TS16949:2009 certificates for Beijing
Tianhai, Langfang Tianhai and Minghui Tianhai, the registration of
change in address of Beijing Tianhai for ISO9001:2008, the renewal
of 1IS09001, 1SO14001, and OHSAS18001 certificates, the DOT
certification for Jiangsu Tianhai, and the quality system review for
Type Ill cylinders and Type Il pressure vessels.

Delisting risk warning

The Company’s net profit attributable to shareholders of the
Company for 2015 was negative, and its net profit attributable
to shareholders of the Company for 2016 was still negative. In
accordance with the relevant requirements of the Rules Governing
the Listing of Securities on the Shanghai Stock Exchange, a delisting
risk warning has been issued for its A shares following the disclosure
of its annual report for 2016 (being the day following 18 March
2017). Following the issue of the delisting risk warning, the A stock
short name has become *STH(stock code: 600860), and the
maximum daily movement limit in price for A shares has become
5%. Following the issue of the delisting risk warning for A shares,
they will be traded on the risk warning board.
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Section 5 I\/Ianagement Discussion and Analysis

i aras Py =
EHE KEBRAWEDN
Il. Principal Operation during the Reporting — HREHRAEELEBR
Period
As for the principal business of the Company during the Reporting Period, WEMANRNBEEEBER, KPR
in accordance with the PRC Accounting Standards for Business Enterprises, REVE IR SR\ A A R #889,525, 250 25
the Company recorded operating income of RMB889,525,250.25, T BBRETARRENEANEAAR
net profit attributable to shareholders of listed company of RMB- ¥ .148,787,585.197C * Hk iz AR -0.35
148,787,585.19, and earnings per share of RMB-0.35. JT ©
(i) Analysis of principal business (—) EEEBDIW
Table of movement analysis on the related items in income FEREREGRERMBERBEEESH DM
statement and cash flow statement =

Unit: Yuan Currency: RMB
B THE ARK

Corresponding

period of
Item Current year last year Change (%)
A LNt TFEEBE FELAI (%)
Operating income = 1ON 889,525,250.25  1,076,596,258.89 -17.38
Operating cost TETE 791,505,520.14  1,015,339,266.43 22,05
Selling expense HEER 70,892,546.65 75,076,845.20 -5.57
Administrative expense EHER 130,794,181.74 162,725,545.83 -19.62
Finance cost HBER 13,909,666.82 13,645,237.16 1.94
Net cash flows generated from BeRPEENRERERE
operating activities -13,041,823.62 145,654,400.12 -108.95
Net cash flows generated from RETHEENREREFE Not applicable
investing activities -23,812,220.42 -12,645,538.74 A
Net cash flows generated from BEEHELMREREF Not applicable
financing activities -38,909,015.21 -85,729,740.42 @A
Research and development expense i 10,773,928.97 14,150,447.32 -23.86
Investment income BEWE 6,819,578.37 1,563,597.03 336.15
Non-operating income BEINIA 22,696,614.78 12,940,608.46 75.39
Non-operating expenses R 3,865,912.42 5,668,946.00 -31.81
Other comprehensive income after tax, net ~ Hf4r A MG RAF % F8E 2,569,657.92 1,933,450.21 32.91
1.  Analysis of income and cost 1. WAMEEDH
v Applicable [ Not Applicable ViER O TEA
(1)  Analysis of the factors driving changes in business (1) EEEZKKAZLEHEHE
income z
During the Reporting Period, the sales of gas storage WMEBAN AERERE
and transportation equipment dropped as compared EER2015F AT N5

to 2015, the main reason is that the fluctuation of FEREATHITEED

3

downstream industries had impacts on the profitability HESIX¥RRERNER
of traditional industrial gas cylinder products. In ﬂﬁiﬁ%ﬁiﬁ/ 2o 2016¢
2016, affected by the decline of industries including B R EM
smelting, shipbuilding and construction industries, %I%ﬁ‘%ﬁ%i%ﬁﬁﬁﬁ%
in which the industrial gas was used, the demand WETEBEMFE TXER
for the industrial gas declined, leading to the excess EmSHERZERTE &
production capacity of seamless steel gas cylinders T XA magmmeE
for industrial uses. The competition in the traditional BEMA T - {4 T A 5l
market of seamless steel gas cylinders for industrial use ﬁi&éﬁﬁﬁﬁ% B ABH
became increasingly fierce, leading to the decline in 2 BEERTXRIME
performance of traditional industrial gas cylinders. ifﬁFﬁTM °

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 5 Management Discussion and Analysis

Yarad azas Py =
FHET KEBRIREDMN
Il.  Principal Operation during the Reporting Z  REHRETELERBR @
Period (continued)
(i) Analysis of principal business (continued) (=) EEEBD @
1. Analysis of income and cost (continued) 1. WARRED (&)

(2) Analysis of the factors influencing the product 2) UBYHEEBETHWARAAE
income of the Company which principally ARA ZEEETH ©
engaged in the sales of products.

@  As there is severe excess domestic production ® TEENERERER
capacity within the industry, in order to compete - BTEEARK
for the limited market demand, a reduction on TS ERTETEE
selling price was needed. $HE -

@  Transportation expenses, labor costs and energy @ #EHEBEMH ALK
and power related expenses increased, leading KRB HEER
to the decline of profits. Re BRFET

g o

(3)  Principal business by industry, by product and by 3) ZTEEXEBELTH TE

region w o SHMEER

Unit: Yuan Currency: RMB
Bl TR - ARE

Principal business by indlustry
IEERIEEN

Increase/ Increase/ Increase/

decrease in decrease in decrease in

operating operating gross profit

Operating Operating Gross profit income over cost over margin over

By industry income cost margin (%) [ast year (%) [ast year (%) [ast year
ERUA LT £z

A% gxhA g0 EHR()  HEFER(R)  RIFEE(%) HLEER
Seamless stegl ik 488,346,10232  412,839,439.29 15.46 -6.09 -11.26 Increase of 4.92
93 cylinders percentage points
EmAnERS

Winding cylinders e 155,820,80253  152,533,284.73 211 10.10 1833 Decrease of 6.81
percentage points

RO681EEAE

Cryogenic gas cylinders (B2 60,332,826.66 54,305,190.50 9.9 4840 -61.56 Increase of 30.81
percentage points

3081 BRSNS

ERFTHEERDERAIT T FFERS



Section 5 Management Discussion and Analysis
EHE KEBRAREDN

Il. Principal Operation during the Reporting Z  BREPRATELEER @)
Period (continued)
(i) Analysis of principal business (continued) (=) EEEB D @
1. Analysis of income and cost (continued) 1. WARRED T (E)
(3)  Principal business by industry, by product and by 3) ZTEEXEBELTH FE
region (continued) @~ PHEIER (E)

Principal businesses by product
TEERRERRR

Increase/ Increase/ Increase/

decrease in decrease in decrease in

operating operating gross profit

Operating Operating Gross profit income over cost over margin over

By product income cost margin (%) [ast year (%) last year (%) [ast year
ERUA EE =

2ER gxhA ER0E EAEC)  WEEEECH  HEFEE(M) HLEER
Cryogenic devices for ~ EBEEE R 6376775090 T2077,353 1303 95 12.16 Decrease of 21.58
storage and percentage points
ransportation HOU58EELS
Others ifp 95,439,593.65 83,685,962.29 1232 -49.44 5275 Increase of 6.13
percentage points

Eme13EEAY

Total ait 863,707,076.06 775,441,103 1022 -16.75 2061 Increase of 4.36
percentage points

Emd3eEERY

Principal business by region
SREAHEEN

Increase/ Increase/ Increase/
decrease in decrease in decrease in
operating operating gross profit
Operating Operating Gross profit income over cost over margin over
By region income cost margin (%) [ast year (%) [ast year (%) [ast year
EEL0N EEHE Ei=
THE LD g50x ERE()  BEEEEMG)  RIFEE%) B EEER
Domestic i) 51790444735 482,608,650.02 6.82 1332 -1688 Increase of 4
percentage points
Em4ERAg
Overseas B U5802,62871 29283245032 15.32 21482 -26.07 Increase of 5.3
percentage points
Es3ERMG
Total aif 86370707606 77544110034 102 -16.75 -2061 Increase of 4 36
percentage points
B4 EELS
Description of principal business by industry, by FTEXBEDTX DE
product and by region om - SR g AT
V Applicable ] Not Applicable ViEA O T™#EA

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 5 Management Discussion and Analysis

ll.  Principal Operation during the Reporting
Period (continued)

(i) Analysis of principal business (continued)
1. Analysis of income and cost (continued)

3)

(4)

Principal business by industry, by product and by
region (continued)

The domestic operating income dropped by 13.32%
as compared with the corresponding period of last
year, which was mainly affected by the decline in the
operating income of steel gas cylinder and LNG gas
cylinder. For the international market, with the gradual
recovery of the economy in the US and Europe, the
Company’s business in the overseas market is steadily
increasing in the second half of the year, although the
operating income dropped by 21.42% as compared
with the corresponding period of last year.

Tianhai Industry has been actively developing new
products so as to explore new markets, and the sales
of new products such as system integration cylinder
products, Type Ill cylinder, Type IV cylinder and “coal
to gas” products exceeded RMB50 million.

Analysis of production and sales volume

iR

ERE KEBRWED T

HAEEZEER/R @)

(=) TERBI @)
1. WARMBASDH (M)
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aAﬁJ Euw*ﬁiﬂiéﬁ.iﬁ%
EAEBRAKE HEHEB
BARKS5,0008 °

(4) EHERERTIE

V Applicable [ Not Applicable ViEA O T~#EA
Increase/ Increase/ Increase/
decrease in decrease in decrease in
production sales volume inventory
Production Sales Inventory volume over over last volume over
volume volume volume [ast year (%) year (%) [ast year (%)
4%8 HES ERE
Principal product 3:3] HER EFE  WEEEE()  HIFEE(%) B LEER (%)
Searnless steel gas cylinders 1,053,005 1,203,130 71,068 -0.90% 13% -1.8%
Winding cylinders f 58,873 59,503 13,080 -20.23% 1% -2.3%
Cryogenic gas cylinders (gt 1837 7920 52 16.67% 1.2% 2%
Description of production and sales volume EEEE T
As the domestic and foreign economic environment 2016 6F B I~ N 45 B 48
in 2016 was complicated, most industries did not Mo ZHEOTEEHTRE
show a sign of recovery. The sales volume of Tianhai 8 KT EMRRER
Industry’s industrial steel gas cylinders and cryogenic MEHE=ERLEAEEE -
gas cylinders slightly increased as compared with ffﬁ’*?}ﬁiﬁi—rﬁ o {EETF
the corresponding period of last year while the sales BAtER EF - 20165F =
volume of winding cylinders dropped. Looking at the EEDDETE ClE NN

inventory statistics, the inventory volume of principal
products in 2016 significantly decreased as compared
with the corresponding period of last year. The sales
volume of our new product, the Type Il cylinder which
is also the key product of the Company in 2017,
increased by 20 times.

cHEM=-AMMIES
i‘ﬂu?zof*

EhRAA

2017 FHUEHER ©

ERFHEERDBRAR
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Section 5 Management Discussion and Analysis

EhE KERBRAWEDAT

Il.  Principal Operation during the Reporting
Period (continued)
(i) Analysis of principal business (continued)

ZIREHRETELEEN @)

(=) EEEBD @0

1. Analysis of income and cost (continued) 1. WARRED T (&)
(5)  Cost analysis (5) HEZHE
Unit: Yuan
Efr T
By product
Proportion
Proportion over total
over total ost for the
costforthe ~ Coresponding ~ corresponding Change in
Current (urrent period of period of last amount over
By product Component of cost period period (%) last year year () [ast year (%) Destription
1868 IERBEE  rEeEALE
AR HARAER ek HARH(%) LERBLE BRI ERRERA) k]
Seamless teel gas cyinders—— Materials fi# 093911 00 3480857171 6982 3136
] Labour cost MIE 3715554954 900 348098 676 1815
Manufacturing cos i 15,750,592.54 3700 108818310 B4 400
Total & 412.839439.9 10000 465,208,50431 10000 -11.6
Winding clinders Materals i 88.469,305.14 5800 61,002,087 a3 4%
g4 Labour cost JIE 1830399417 1200 U6 4194) 1881 451
Manufacturing cos b 4575998542 3000 33428 B8 44
Total & 15253328473 10000 12890175130 10000 18.33
Cryogenic gas ¢finders Materas i 342121002 63.00 85,088,081.32 6.3 5979
[Eh Labour cost JIE 430454 800 141837014 10.04 931
Manufacturing cos b 15,748 505,05 50 200148375 JERE 50
Total & 54,305,190.50 10000 141,271,926.49 10000 51.5
Cryogenic deices forstorage ~ Materals fi# 4468787859 62,00 30,717,675.59 4780 548
and transportafion Labour cost JIE 1009081129 1400 10892,564.88 169 7136
RRRERE Manufacturing cos S 1729853365 U0 165261918 32 B
Totdl & TL011.2353 10000 6426291965 10000 116

Other information on cost analysis

V Applicable [0 Not Applicable

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 5 Management Discussion and Analysis

Il.  Principal Operation during the Reporting
Period (continued)
(i) Analysis of principal business (continued)

ERE KEBRWED T
Z HEHAEBRLER/R @

(=) TEEB DI (@)

1. Analysis of income and cost (continued) 1. WARRED T (E)
(5)  Cost analysis (continued) (5) RAEDHZE(E)
The “Funds Allocation System”, “Fund Utilization BUEW (A2 D EH
Management System,”, “External Invoice E) (BB EEES
Management Approach” and “Management E) (I REREREBR
Approach of Repayment of Debts by Goods” are E) (A EE R
established and implemented, systems and procedures E)EFEI T E T{ME K
such as “Materials Procurement Management BEEHE) (FEAR
System”, “Procurement Contract Payment System” NRHE) (OAERTEE
and “OA Funds and Budget Management System” are ERHE)EHERE - R
amended and enhanced such that relevant businesses BTHBES BETE
are regulated and risks of control are lowered. The EJE\ B o BRAE PR (B RETE
accumulated reduction in costs by RMB26.97 million BERAERAR®2697
million was due to the procurement price reduction. B SEEBRASAHAT
The number of staff of the Group decreased by 318, f1#92,002 A T & 2| 1,684
or 23.3%, from 2,002 in the beginning of the year to AN TRET318A BT
1,684, which greatly reduced the labour cost. 233% " KKBETAL
BRAR e
(6) Information on major customers and major (6) TEHEEFFRTEHE
suppliers k=@
V Applicable [0 Not Applicable ViER O TEA
Sales to five largest customers amounted to AAZEFPHEBARK
RMB142.6041 million, representing 16.03% of total 14,260.41 &7T - 1EFEHH
annual sales, of which sales to related parties was E4%16.03%  HFFH
RMBO, representing 0% of total annual sales. HBE PSP BT
EHEAREOL  (hFEH
EHEFEO% -
Procurement from five largest suppliers amounted to AR BHEEREKEEAR
RMB182.3821 million, representing 26.88% of total #18,23821 8L ' thFE
annual procurement cost, of which procurement from REE4%026.88%  H A7l
related parties were RMB65.8445 million, representing A R s B
9.70% of total annual procurement cost. 75% E% AR ¥6,584.45
B LEEREEE
9 70%
2.  Expenses 2. EBH
v Applicable [ Not Applicable ViER O T#EA
Corresponding
period of
Item Current year last year Change (%)
# A EE LFERBH B EN LI (%)
Selling expense HEEM 70,892,546.65 75,076,845.20 -5.57
Administrative expense EIEER 130,794,181.74 162,725,545.83 -19.62
Finance cost B E R 13,909,666.82 13,645,237.16 1.94

ERREEERNDBRAE ZEB-RFFERE




Section 5 Management Discussion and Analysis
EHE KEBRAREDN

Il. Principal Operation during the Reporting Z  BREPRATELEER @)
Period (continued)
(i) Analysis of principal business (continued)

(=) EEXEBDH @)

3. Research and development expenditure 3. WEERA
Breakdown of research and development expenditure HERA B ILER
v Applicable [ Not Applicable ViER OTER
Unit: Yuan
Efs T
Research and development expenditure recorded — ZAREFE A{LAFEEIE A
in expenses during the period 10,773,928.97
Research and development expenditure REFE (LA EER A
capitalised during the period
Total research and development expenditure HERAEE 10,773,928.97
Percentage of total research and development AT AR & ZEWALL B (%)
expenditure over operating income (%) 1.21
Number of research and development staff NAFEANENEE 62
Number of research and development MEABEHEHRARAE

staff over total number of staff (%) #IEE B (%)
Percentage of research and development eI A B RN B L E (%)
expenditure capitalised (%)

Description 1R
V Applicable [0 Not Applicable ViER O TEA

During the Reporting Period, combining the 13th Five-year WEHMA - HEeXREBRAI[+=

Plan of Tianhai companies and the technology development
plan for 2016, various key research and development projects
were formulated to continue to transform towards the gas
storage and transportation equipment manufacturing and
service areas. Taking the three leading industries, “cylinder,
can, station”, as the core, the capabilities of independent
product research and development as well as technological
innovation were further strengthened. Products such as the
35MPa Type lll high pressure aluminum liner carbon fiber full-
winding compound gas cylinder for hydrogen fuel vehicles,
large volume Type Il gas cylinder for natural gas vehicles,
various kinds of seamless steel gas cylinder and welding
cylinder for fire-fighting, large volume LNG gas cylinder for
vehicles, LNG tank container, LNG tank for vessels, “coal
to gas” gasification station and L-CNG filling station were
developed. In the meantime, the Company has systematic
solutions and service capabilities for natural gas, hydrogen
and industrial gas storage and transportation equipment. In

T BB K 2016 F R ITEE 8
FIEMSIBESFEETEE EE R
REHBREBRIEMNRIS AL
B LA 03] ZATEE
¥R OE— NS ESRBEM
BN BT BIFAE N o LB TAEH
T EMATE A 35MPa = EE 111 AL
IRNIEmR g S EEE AR
AARRERBARRINE G -
FZHERARMEERRRRIEE
B BERARELNGRIE - LNG
R ERR  MALNGHERE [
2, | mALUE © L-CNG IR LS5 E
e BRAEHBAAR S T
¥REEHEBRENRGCER
FEMPRIEEES » 2016 F M F
%E&ﬁ%~%%&%%ﬁﬁ%
I8 o

2016, nearly a hundred tasks in various products’ research
and development, certification and services were completed.
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Section 5 Management Discussion and Analysis

Yarad azas Py =
FhEf KERRAWEADHT
Il.  Principal Operation during the Reporting Z REHRETELEBR @
Period (continued)
(i) Analysis of principal business (continued) (=) EEEB D @
4.  Cash flows 4. BER
v Applicable [ Not Applicable ViER O T#EA
Corresponding

Item Current year period of last year Change (%)

NE AHE TFEEBE FELHI (%)

Cash inflows from operating activities TEEHRER 657,865,810.63 959,857,929.16 -31.46

Cash outflows from operating activities &2 ESHE LR E 670,907,634.25  814,203,529.04 -17.60

Net cash flows generated from REEHELNREREFE

operating activities -13,041,823.62 145,654,400.12 -108.95

Cash inflows from investing activities REEZHRER 3,000.00 83,300.00 -96.40

Cash outflows from investing activities BRERBDREME 23,815,220.42 12,728,838.74 -87.10

Net cash flows generated from REGHELANREREF Not applicable

investing activities -23,812,220.42 -12,645,538.74 TEA

Cash inflows from financing activities EETHRERA 238,332,769.00  508,675,565.00 -53.15

Cash outflows from financing activities E - peE Ry 277,241,784.21 594,405,305.42 -53.36

Net cash flows generated from ERRPEEMNRERETE Not applicable

financing activities -38,909,015.21 -85,729,740.42 A

Description: FEA -

1. Net cash flows from operating activities decreased 1 RESEENIR S FER LR
by RMB158.6962 million as compared to the D AR¥15,869.628 7T, £
corresponding period of last year, mainly due to the E%Zl&ﬁﬁ,géf,ﬁibiﬁﬁ,,,b
significant decrease in net cash inflows from operating ARDIBERERNNEE
activities during the period, which was much higher EBREREROEE
than the decrease in cash outflows from operating FAMKEEZHRERE
activities during the period; SFREANE TR

2. Net cash flows generated from investing activities 2 BEEHELENBELR
decreased by RMB11.1667 million as compared to the EFERLAIARE
corresponding period of last year, mainly due to the 1,116.67& T EEE XK
settlement of the outstanding payment for the LNG HES'ZHLNGE%%MJIF%
industry base project and the investment in Type Il AR E = FMATEL
cylinders during the period;

3. Net cash flows generated from financing activities 3 SEEEHELENBR ISR
increased by RMB46.8207 million as compared to the EFERLEMARE
corresponding period of last year, mainly because the 4,682.07 87T, EEEAH
net repayment of borrowings made during the period EREFEER NN EF
was lower than that during the corresponding period RIHAFTEL -
of last year.

(ii) Description of material change in profit due to (D) HEFLEEBERFBEREL
non-principal business BYEH ER
[J Applicable v Not Applicable O@EA v I ER

ERFTHEERDERAIT T FFERS



Section 5 I\/Ianagement Discussion and Analysis
ERE KEBRIARESM

ne =

= HERREREL

(Z)EE > BEBRDT

ll. Principal Operation during the Reporting B (%)
Period (continued)

(iii) Analysis of assets and liabilities

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

V Applicable [ Not Applicable ViEA O T~#EA
1. Assets and liabilities 1. EBEREEHRR
Unit: Yuan
By T
Balance at Balance at the Change in
the end of the Balance at end of the amount
Balance at current period theendof  previous period over the
the end of the over total the previous over total previous
Name of item current period assets (%) period assets (%) period (%)  Description
AEAR
RRARS LEBRY 2 Ll
HRE KESRE  (EEEENRAI( LEERE  GREENEA()  BREBMA(M) BREE
lonetary funds 18.829.201.17 642 182,276,574.47 871 -34.81 Mainly due to the repayment of bank borrowings and loan from the
gEZe holding company, and the significant decrease in cash inflows from
operating activiies during the yea
%%iﬁi%@%iﬁﬁ BRAAENREERLEGR SR AAER
7t
Notes recelvable 16,314,951.71 088 320889144 016 40528 Maily due to the decrease in notes endorsed and transferred for goods
EhZE payment and the increase In notes received during the period
IERANIERARLAETARERNZEN)  WINTRENS
q
Prepayments 36,211,833.81 1% 19,166,811.68 09 8393 Mainly due to the increase in prepayments as a result of the payment
EHTE nolicy of steel suppliers during the period
IERIMIERENTIRT SN AHEAAN
Other receivables 4,580,549.80 025 1,776,665.84 009 15782 Mainly due to the increase in export tax refund
B FEREORHANTS
Other current assets 54,172,565.88 19 70825192 034 664.88  Mainly due to the reversal of provision for value-added tax in accordance
EfigEE with the valug-added tax accounting treatment rules issued by the
Minisry of Finance
IERBEMHETENLRREHARR - RREARTE\FY
Construction in progress 803707784 039 -100.00 Mainly due to the transfer of construction in progress to fised assets upon
ERIR completion
TERERIRARRIEERY
Long-term deferred expenses 14,852,487.39 080 280,524.60 001 519454 Mainly due to the recognition of recycling cylinders as long-term deferred
FlEnEE expenses during the period
TERABRBENERRAREERNY
Notes payable 30,000,000.00 162 Mainly due to the issuance of bank acceptance bills by the subsidiaries of
EfiZE the Company during the year
IRRTLTAERASRIERS
Accounts payable 268,518,401.08 1452 398,349,980.01 1947 -3259 Mainly due to the decrease in procurement volume as a result of the
EfER decline in the production of the Company, as well as the Company's
adop tion of deb restructuring policy to set \egoodspaymem.
FRRAT MDE;T% FESRE 20 DOHEEEARER
ERLESUEElE
Advances from customers 13,159,742.00 13 29.870,362.75 144 449 Mainly due to the Company’s adoption of preferential policies for
jelie customers who made advance payment, without adjusting sell price
despite the increase in steel pnce
TERANANER LR DIEAREEERE YRAATERR
BEERFA
Taes payable 4,755,774.34 026 -42,085,395.89 203 1113 Manly due to the transer of provision for value-added tax to other
Eifig current assets in accordance with the value-added tax accounting
freatment rules issued by the Ministry of finance
TERBEMIATANEER S RERT  HREEEREA
REBEAH
Interest payable 26,583.33 000 74,8000 000 6446 Mainly due to the decrease in loans and resulting decrese in interest
78 pajeble
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Section 5 Management Discussion and Analysis

Yarad azas Py =
FhEf KERRAWEADHT
Il. Principal Operation during the Reporting — HEHAZTELERBR @)
Period (continued)
(iii) Analysis of assets and liabilities (continued) (Z)EE - ABEBERI 7@
V Applicable [0 Not Applicable ViERE OT#EA
1. Assets and liabilities (continued) 1. EBEREENRRE)
Balance at Balance at the Change in
the end of the Balance at end of the amount
Balance at current period theend of ~ previous period over the
the end of the over total the previous over total previous
Name of item current period assets (%) period assets (%) period (%) Description
ARAR
KESRY LEERY 2 L]
ER%R REERE  FEEENRAI LEERE  GREENEA()  BREBHA(M) BREE
Other current liabilties 219,193.40 002 Mainly due to the incorporation of value-added tax for which revenue has
Epiioat been recognised but the reevant obligaton to pay value-added tax has
not yet occurred and which is required to be recognised as output tax in
accordance with the value-added ta accounting treatment rules issued
by the Ministry of Finance
BatE e e e
ERARERRT RIRED AR RRBNREREL AT
Other comprehensive incore 2,390,915.53 0.3 1,068,547.60 0.05 12375 Mainly due fo the changemexchange rate
Eals IERERRITERY
Undistrbuted profit -588,661,889.61 318 43987430042 2107 383 Mainly due to the increase in loss for the year
ARHE TERIEFRENFY
2. Major restricted assets at the end of the Reporting 2. BHEREHAZEEEZRER
Period
v Applicable [ Not Applicable ViR O TEA
Item Ending carrying amount Reasons for restrictions
HE FAREEEE FRER
Monetary funds 16,248,660.00 Bill margin, letter of credit
BE¥ES RBERES  EHABRES
Fixed assets 95,720,999.35 Pledged to secure bank borrowings and bills
BEE&EE REUSIRITRER - BB
Intangible assets 17,807,844.08 Pledged to secure bank borrowings and bills
BIVEE REUSIRITRER - FEEMR
3.  Other descriptions 3.  HihFH#A
[J Applicable v Not Applicable O@A vrEA
(iv) Analysis of industry operation (M) TERLEMEEDH
V Applicable [ Not Applicable ViER OT#EA
The principal business of the Company is the manufacturing of gas Tféﬁ%fﬂz\%'ﬁ R E A R
storage and transportation equipment. For specific industry-related %*H B AR ﬁ$¢ﬁ#&¢qﬂ f
information, please refer to the sections headed “Business Summary T%W*E&E%J & fﬁ‘“ B R R B AT
of the Company” and “Management Discussion and Analysis” in BEHAR

this year’s annual report.

ERFTHEERDERAIT T FFERS




Section 5 Management Discussion and Analysis

EhE KERBRFWEDHT

ll.  Principal Operation during the Reporting
Period (continued)

(v) Analysis of investments

1. General analysis of external equity investments
[J Applicable v Not Applicable

During the Reporting Period, the Company had no new
external equity investments.

(1)  Material equity investments
[ Applicable v Not Applicable

(2) Material non-equity investments
[ Applicable v Not Applicable

(3) Financial assets measured at fair value

[ Applicable v Not Applicable

(vi) Material disposal of assets and equity interest
[ Applicable v Not Applicable

(vii) Analysis of major subsidiaries and associates
V Applicable [0 Not Applicable

IREAREFELEBR @)

(H) REMR RS
1. HHRERELESN
OEm v TEm

WEMA - RRDR AL H MR
BERE -

(1) EAXBRERE
O@Em v EHR

(2) EAHHKRERE
A Vv AER

O
B) URAEBEEAEHNZHE

E
OEm v TEm
(R) EREENRELE

0@ v Es

() EEZRSRITIM
ViEm O ~Es

Principal products Registered
Company name Business nature  or services capital Total assets Net assets Net profit
ARER E ] TRERYRE HfER BgE FEE fezil!
Beijing Tianhai Industry Co. Ltd. Production Production and sale of gas cylinders accumulator shells, ~ US$61,401,800  1,846,663,538.40  613,395,42231  -183,732,615.62
o pressure vessels and auxliary equipment, etc, e
IRRETEERAA L33 TE HERE ENE ENRGREERRE  61M018EFER
Jingcheng Holding (Hong Kong) Trading and Import and export trade, investment holding and HK$1,000  160,501,355.89  160,120,941.70 70,806.99
_Company Limited investment _ consultancy services, etc. o
YR (BR) BRAT U EH025 RERRRERRHS 1,007

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 5 Management Discussion and Analysis

Principal Operation during the Reporting

Period (continued)
(viii)Structured entities under the control of the

Company

[ Applicable v Not Applicable

Discussion and Analysis of the Company

Concerning the Future Development of the
Company
Industry structure and trends

U]

V Applicable
1.

[ Not Applicable

Competition within the industry

In 2016, China’s economic situation has not improved much.
The economic growth and recovery in China and most
international economies for 2016 were fragile. While the
PRC manufacturing industry was struggling and seeking way
out amid the difficult and highly uncertain market and policy
environment, the consumption of industrial gas, in particular
those of large industrial users did not rise but fell. Most of
the counterparts in the industrial gas industry and application
have shifted their focus from industrial cylinders to other
areas. As for natural gas, under the pressure of severe
environment pollution, the Chinese government adjusted
the target percentage of natural gas consumption specified
in China’s 13th Five-Year Plan by raising planned natural gas
consumption as a percentage of primary energy consumption
in the next five years to more than 10%. This was a big good
news for the production and sales of natural gas cylinders by
the Company.

(1)

2)

Industrial gas market:

Statistics shows that the air separation unit operating
rate in the PRC was 52.88% as at the end of 2016,
representing a decrease of 0.34% from previous
period. Sampling data shows that 54% enterprises
had air separation unit operating rates at medium-
and-low-level and low level, representing an increase
of 2% from last period, of which the percentage of
the enterprises with air separation unit operating rates
at medium-and-low-level decreased by 1%, and the
percentage of the enterprises with high level of air
separation unit operating rates was 27%, remaining
flat compared with that of last period. The percentage
of the enterprises with high air separation unit
operating rates was 19%, representing a decrease of
2% from last period.

Natural gas market:

Under the guidance of the government’s policy to
deepen reform, the development environment for
the natural gas industry will experience significant
changes. This year was an important year for the
implementation of the plan for the 13th Five-Year
period (2016 to 2020) and a critical period for China
to build a well-off society in an all-round way and
realize the Chinese Dream of the great rejuvenation of
the Chinese nation. During the special period, energy
development will face unprecedented opportunities
and challenges, and natural gas plays a very important
role in China’s energy revolution.
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Section 5 I\/Ianagement Discussion and Analysis
ERE KEBRIAREDN

[ll. Discussion and Analysis of the Company = -AEBER AT ARKRERWNGT®
Concerning the Future Development of the Ed 5 AT ()
Company (continued)
(1) Industry structure and trends (continued) (=) ITERBNBZ @
1.  Competition within the industry (continued) 1 TERFER(E)
(2)  Natural gas market: (continued) B XBRRTE  (E)

With the mounting pressure on environmental
protection, the trend of low carbon energy
consumption in the world is becoming more and
more obvious. Natural gas will become an important
bridge for global energy to transform from high carbon
emission to low carbon emission, and its growth
rate will be much higher than that of coal and oil.
During the 13th Five-Year period, energy structure
optimization and environmental pollution control
at the national level will become the main driving
force of natural gas consumption. In accordance with
the Action Plan for Energy Development Strategy
(2014-2020) issued by the State Council, by 2020
the percentage of natural gas consumption as a
percentage of primary energy consumption will
increase to over 10%.

As stated in the Several Opinions of the National
Development and Reform Commission on Establishing
a Long-term Mechanism to Guarantee the Steady
Supply of Natural Gas, by 2020 China’s natural gas
supply capacity will reach 400 billion cubic metres, and
hopefully 420 billion cubic metres. The Action Plan
for Energy Development Strategy (2014-2020) further
stipulates that by 2020 China’s conventional gas
production volume will reach 185 billion cubic metres
while the production volume of shale gas and coalbed
methane are targeting to exceed 30 billion cubic
metres and reach 30 billion cubic metres, respectively,
and that the government will actively and steadily carry
out coal gas demonstration projects.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 5 Management Discussion and Analysis
ERE KEBRNWESM

lll. Discussion and Analysis of the Company = RRAIBERARIARERWET R
Concerning the Future Development of the B3 5 AT ()
Company (continued)
(1) Industry structure and trends (continued) (=) ITERBNBZ @
1.  Competition within the industry (continued) 1 TEBRFER(E)
(3) Gas storage and transportation market: F= FERETS
Many private capital, listed companies and upstream MEE THEREXR
raw material manufacturers entered the gas storage KN EmAF EFR
and transportation industry in recent years. In MEBREMARERFET
particular, with frenzied investments in the natural ¥ BRIERRARTSE
gas market in the past few years, the competition FRAMAFEFNmIITRE
landscape is deteriorating. China now has 33 CNG B BERBETEHR
cylinder manufactures with a total annual capacity b o BARTEIRCNG Rl -
of over 2 million units and more than 80 LNG EMGE3BR  FERBR
cylinder manufactures with a total annual capacity of 2008 & - ING&E i £ &
nearly 500,000 units. There has been fierce industry EZESOMRK - FEEE
competition as the production capacity is much S0E A BB EREKX
higher than the demand. However, the period of REBER - TEBRFHR -
economic downturn is the key period for reshaping BEBE TR 217
industry landscape and for enterprises to take the HEEBMNBERKE 2
leading position by improving competitiveness. The BERGTAY - BIHE
industrial gas industry remained depressed and the BH RN TERE
LNG industry continued its downward trend due to ITEFFE R - INGTT
low oil price. However, the LNG industry still has a ZAEMEREEETIT
promising prospect as China faces the pressure for BEERARRZEERLIEE
environment protection and treating smog. China’s CINGRRERERR A
resolution on adjusting energy structure is unwavering. LR o BIRALIRAE IR
As the plan for natural gas application continued to be HORODIEFRTE - RAR
implemented, there is sufficient supply of natural gas JEFR B EETHE R
in the PRC. Non-piped natural gas will further develop, B-BERHEEERE TR -
and many private enterprises in several provinces FERAARAEE S
voluntarily invested in the LNG industry. Automobile - REMEEENTALNG
manufacturers have a growing demand for light EXEFMBERELEZED
vehicles and modular system solutions for spare parts, HREE - B EHEmHNE
which is beneficial for the high-end vehicle gas cylinder mE 2 TEHHFELRL
market. SOES: D S
e BMREmEAR
W% -
2. Industry development trend 2 TERREBZ
In 2017, the industrial gas market will grow steadily. Due to 2007 TEREMBEHES L
many factors such as the restrictions imposed on production F - H2016 ERERITEELH
and traffic in 2016, the prices of industrial gases experienced ZEMTE TERIEEREIKR
wide fluctuations. In particular, the price of liquid argon X HRERRE  EENEEE
experienced radical changes in the fourth quarter of 2016. As EAEE T —IR K KTE o Ak
these temporary factors disappeared, the prices of industrial EELERANTEREZN L
gases will restore to reasonable levels and their market THEREERKAGMESERN
demand will remain relatively stable. The consumption of BIEKFE  MEFREHETHEE
industrial gas usually grew at a pace 2 times that of GDP BE TEIEMNERREER
growth, and the expected positive economic situations in the L AGDPERREM 2L -
PRC in 2017 is conducive to the healthy development of the 2017 & B 5K B9 48 7 T2 21 8 Bi R
industrial gas industry. I EBMRIEREITENR
RER -
As learned from the National Energy Administration on 20171 ASHEIRERNEE -
5 January 2017, the National Development and Reform BHRgERBERZEM(ERERE
Commission and the National Energy Administration formally [+=h] K& -

issued the 13th Five-year Plan for Energy Development.
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Section 5 I\/Ianagement Discussion and Analysis

ERE KEBRAWEDH

[ll. Discussion and Analysis of the Company
Concerning the Future Development of the

Company (continued)

() Industry structure and trends (continued)

2. Industry development trend (continued)
The Plan proposed that by 2020 total energy consumption
be controlled at less than 5 billion tons of standard coal, in
line with the Outline of the National Economic and Social
Development Plan. As for annual average growth rate, total
energy consumption during the 13th Five-Year Period is
expected to grow at an average annual rate of 2.5%, 1.1
percentage points lower than that during the 12th Five-Year
Period and in line the new trend of energy consumption
under the new norm. As for energy intensity, energy
consumption per unit of GDP during the 13th Five-Year
Period is scheduled to decrease by more than 15%, which
can meet the limiting requirement stated in the Outline. In
order to ensure energy safety and cope with possible fast
growth of energy demand and likely tight supply in certain
areas, the Outline proposed the relevant countermeasures
to leave a certain leeway and flexibility in protecting energy
safety and supply, mainly by way of improving the utilisation
rate of the existing generation units, the cross-region
transport capability and the ability to secure supply with
mutual support to ensure sufficient and steady supply of
energy.

The Outline proposed that during the 13th Five-Year Period
the percentage of non-fossil energy consumption shall
increase to more than 15%; the percentage of natural gas
consumption shall increase to 10%; and the percentage
of coal consumption shall be lowered to below 58%.
As calculated in accordance with the relevant planned
indicators, the growth of non-fossil energy and natural gas
will be more than three times that of coal and account for
over 68% of the additional total energy consumption. It can
be said that the low carbon clean energy will account for the
majority of additional energy supply during the 13th Five-
Year Period.

As such, China attaches much greater importance to natural
gas development in the 13th Five-Year Plan, which indicated
that natural gas industry and its upstream and downstream
industries will receive policy support and realize healthy
development.

(ii) Development strategies of the Company
v Applicable [0 Not Applicable

Strategic positioning: To build the world’s leading gas storage and
transportation equipment manufacturing and service enterprise

Overall strategic thinking:

(1) Change of the concept of development, from the expansion
of scale to the pursuit of quality and performance.

(2)  Transformation from a standalone cylinder manufacture to a
system solution provider and service provider.

(3) Research and development of high-end products, and
upgrade of the existing products by leveraging the Internet
of Things and Internet+ technologies to improve the
competitiveness of future products.

(4)  Revitalization of land and property resources to promote the
transformation and upgrade of the Company.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 5 Management Discussion and Analysis

Discussion and Analysis of the Company
Concerning the Future Development of the
Company (continued)

(iii)

(iv)

Operating plan
V Applicable [0 Not Applicable

2017 is an important year for the Company to implement the “13th
Five-Year” strategies. Firstly, for principal business, the Company
will continue to strengthen the traditional product market, maintain
its leading edge in product technology, improve product quality and
enhance profitability; adjust the spatial layout, revitalize enterprises’
production capacity, enhance the level of intelligent manufacturing
and do upstream and downstream expansion within the industry;
highlight key business and key products, and go all out to develop
domestic and overseas sales markets; enlarge the effort in and
expenditure on technological innovation, enhance the technological
content and added value of products and accelerate the application
of results of scientific and technological innovation. Secondly, for
reasonable use of land resources, the Company will promote the
revitalization and development of land resources, which can benefit
the sustainable development of enterprises.

Potential risks
V Applicable [0 Not Applicable

(1) Risks from the constant expansion of production
capacity in the industry to the operating results
Due to the optimism for domestic natural gas markets,
large investment companies set up factories to produce
the natural gas storage and transportation equipment, and
existing factories continued to expand the production scale,
creating serious excess production capacity and competition
in the industry. According to industry association statistics,
in the PRC, currently there are over 80 enterprises with LNG
cylinder production qualifications with total annual capacity
of nearly 500,000 units, and more than 30 CNG cylinder
manufacturers with total annual capacity of over 2 million
units. The production capacity is far greater than demand,
resulting in fierce competition. As such, the Company will
face strong pressure in its operation in 2017.

(2) Risk relating to the decrease in oil price and the “gas-to-
electricity” policy affecting product profitability
Due to continuous significant decrease in fuel oil price in the
PRC and failure to adjust the PRC natural gas price in a timely
manner, the economic advantages of natural gas vehicles are
no longer obvious. In addition, as the PRC economy entered
the new normal and its economic growth slowed down, the
growth of automobiles also slowed down, resulting in the
decrease in the demand for operating vehicles. Furthermore,
the government strongly promoted new energy buses by
providing large subsidies and administrative measures, the
"gas-to-electricity” policy was adopted in certain areas,
leading to the decline in the procurement volume of natural
gas buses. With the substantial decrease in the sales volume
of natural gas for vehicles, the sales of vehicle natural gas
cylinders were also adversely affected.
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Discussion and Analysis of the Company
Concerning the Future Development of the

Company (continued)

(v) Others
vV Applicable

\|

—~

H) Hitr
[J Not Applicable ViR O TEA

Analysis of financial position and operating results of the Company
during the Reporting Period

1.

Analysis of operating results

During the Reporting Period, total profit of the Company
increased by RMB111.8716 million over the same period last
year. Operating income decreased by 17.38% over the same
period last year; operating cost decreased by 22.05% over
the same period last year; and operating profit increased by
RMB100.3125 million year-on-year.

Increase in product profitability: On one hand, as the market
gradually recovered, the increase in material prices had led
to the increase in the sale price of finished goods. On the
other hand, the Company implemented strict control over
the procurement of materials and mainly consumed inventory
in the year. As a result, production cost was less affected by
the increase in the price of raw materials in the second half
of the year. Further, the Company lowered labour cost and
increased its efficiency through downsizing, thus its hourly
rated decreased.

During the Reporting Period, expenses decreased by
RMB35.8512 million over the same period last year, mainly
due to the decrease in sales revenue and selling expenses
directly related to sales revenue in the year, such as: the
significant decrease in expenses including transportation
cost, warehousing and storage fees and travel expenses. The
decrease in administrative expense on one hand, was a result
of the pilot implementation of the conversion of business tax
to value-added tax, the relevant taxes previously recognised
as administrative expense, including property tax, land use
tax, travel tax, stamp tax and other related taxes, are included
in taxes and surcharges, which resulted in the decrease in
administrative expense of RMB&8.2982 million. Moreover,
the Company conducted strict performance appraisal, and
management’s remuneration included in administrative
expense during the period decreased by RMB8.4314 million
year-on-year.
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Section 5 Management Discussion and Analysis

FHE KEBRIREDMN
Discussion and Analysis of the Company = RAEERARARRERNT®

N
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\|

Concerning the Future Development of the 255 T (

Company (continued)
(v) Others (continued)

1.

Analysis of operating results (continued)

During the Reporting Period, impairment loss on assets
decreased by RMB24.1988 million over the same period
last year, beacause 1. provision for inventory impairment
loss decreased; As the market picked up, product prices
have risen. In addition, the Company lowered hourly rate
and increased its efficiency through downsizing, and
mainly consumed raw material inventory. As such, it was
less affected by the increase in the prices of raw materials
in the second half of the year. As a result, the difference
between the net realisable value of inventory and inventory
cost narrowed, and the provision for inventory impairment
loss made during the year was lower than that of last year.
2. Provision for impairment of fixed assets: During the year,
certain subsidiaries of the Company valued their fixed assets
for which there is evidence of impairment. According to the
valuation results, provision for impairment of RMB37.73
million was made for certain machinery and electrical
equipment. 3. During the year, following impairment testing
of goodwill arising from merger of corporations not under
common control, provision for impairment of RMB2.88
million was made.

Investment income increased by RMB5.2560 million during the
Reporting Period, mainly due to the substantial improvement
in the profitability of Shandong Tianhai High Pressure
Containers Co., Ltd., a joint venture of the Company.

Non-operating income increased by RMB9.7560 million
during the Reporting Period, mainly due to the receipt of
government subsidies including the subsidy received under
the Policy of Tianjin Port Free Trade Zone for Facilitating
Enterprises Affected by 12 August Incident to Conduct Self-
help and Resume Production, and the subsidies from National
Development and Reform Commission of Chaoyang District
of Beijing in 2015 for adjustment and exit of the second batch
of pollution enterprises enterprises. In addition, the Company
adopted debt restructuring policy for suppliers to settle goods
payment, which increased the gain on debt restructuring
and, accordingly, non-operating income.

Analysis of assets, liabilities and shareholders’ equity
Total assets and total liabilities as at the end of the Reporting
Period both decreased as compared to the beginning of the
year.

As at the end of the Reporting Period, total assets were
RMB1,849.9089 million, representing a decrease of 10.95%
as compared with the beginning of the year, of which:
monetary funds decreased by 34.81%, accounts receivable
decreased by 21.26%, inventories decreased by 18.84%,
fixed assets decreased by 12.33%, construction in progress
decreased by 100%, and long-term equity investment
increased by 9.98%.

Total liabilities were RMB878.0236 million, representing a
decrease of 5.34% as compared with the beginning of the
year, of which short-term borrowings decreased by 7.7% and
accounts payable decreased by 32.59%.
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Section 5 Management Discussion and Analysis
ERE KEBRFAREDN

lll. Discussion and Analysis of the Company = - PEBER AR RRERENT R
Concerning the Future Development of the B3 5 AT ()
Company (continued)
(v) Others (continued) F) HAt g
2.  Analysis of assets, liabilities and shareholders’ equity 2. EBE- -BERBREREZRIN(E)
(continued)
Total shareholders’ equity amounted to RMB971.8853 MR A EE AR5 97,188.538
million, representing a decrease of RMB178.0882 million or TL LLEAIRA AR 17,808.82
15.49% as compared with the beginning of the year, mainly B K 15.49% + EBRAF
due to net loss for the year of RMB180.6579 million. FAEEE AR 18,065.79 8 7T
FRi&%)
3.  Analysis of financial position 3-  B#BRRDH
By implementing its prudent financial policies, the Company NEIEMEZENMEECR - 81
established a strict risk control system for investment, E BMERBRESEEEEYT
financing and cash management to maintain a sound capital BISHRRITEHER  —BRE
structure and solid financing channels. The Company kept BREMEREBNMRIFORER
its loan scale under strict control such that it can satisfy B AR BRESETEER
the capital need of operating activities while minimizing its WMERARKEEBESRKNME
finance cost and preventing against financial risks in a timely B aOMBASRITAREBES S
manner by fully utilizing financial instruments, for purposes D B 7 B PR AN B B RS R
of achieving sustainable development of the Company and NEBRARBEZERNKRRER
maximizing its shareholders’ value. M AL o
Liquidity and capital structure THENERE R
2016 2015
2016 20154
(1) Gearing ratio MEEBEX 47.46% 44.65%
(2) Quick ratio (2)RELL = 60.19% 61.44%
(3) Current ratio (3) /BN & 103.05% 110.76%
4.  Bank loans 4  RITER
The Company seriously implemented its annual capital RARERITFEERRZEE
budget plan in accordance with the market conditions and WKEMSREZELENETFPE
requirement of customers to control the bank loan scale S B ERHIRITESRARE - 7
strictly. The Company fully utilized financial tools to timely WRAAEEEDHE ST KR
reduce finance cost and prevent against financial risks. In so RrOMAemIAERKS R
doing, the Company improved the profit of the Company LU BB RS REE - 12
and shareholders while satisfying the capital need of mA A KRR o FREHK
operating activities. As at the end of the Reporting Period, AL ERE R 19,000 & 7T+ tEF
the Company had short-term loan amounting to RMB190 TR 7.7% - REMEHAT -
million, representing a decrease of 7.7% as compared with
the beginning of the year. Long-term loan was nil.
5.  Foreign exchange risk management 5. SERKBER

The Company held a relatively small amount of deposits in
foreign currencies. In addition to the payment of dividends of
H shares and fees payable to the Hong Kong Stock Exchange
and paper for information disclosure, the partial export
and import business of the Company is settled in US dollars
and Jingcheng Hong Kong and Tianhai America adopt US
dollars as their recording currency. Therefore, the Company
is exposed to the foreign exchange risk arising from the
fluctuation of exchange rate between RMB and US dollars.
The Company actively adopted such measures to reduce the
foreign exchange risk.
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Section 5 Management Discussion and Analysis

K azas Py =
FhE KERRAWEADHT
lll. Discussion and Analysis of the Company = REER QA ARRERIV R
Concerning the Future Development of the B3 5 AT ()
Company (continued)
(v) Others (continued) (7)) Htb )
5.  Foreign exchange risk management (continued) 5 SERBREE(E)
Principal Sources of Fund and Its Use B F Z K RAER
1. Cash flows from operating activities 1- ‘?ﬁxﬁiﬂi:ﬁms
The Company’s cash inflows during the Reporting #ﬁiﬁﬂ A E R ESL
Period are mainly derived from the income of product E’\]fﬁﬁm’f)\f Z R 8
sales. Cash outflow was mainly related to the ERmEBEA - BER
production and operating activities. The Company’s HEFZHREELEED
cash inflows from operating activities during the HEOHZH - #&iﬁﬁi‘“M
Reporting Period amounted to RMB657.8658 million, EEMEENRERAAR
while cash outflow amounted to RMB670.9076 % 65,786.58 87T - &
million. Net cash flow during the Reporting Period HARM67,090.76 BT
from operating activities amounted to RMB-13.0418 MERKERIELENR
million. EMEF %E 1,304.188 7T °
2. Cash flows from investment activities 2 RETEBEELRE
Cash inflows from investment activities during the WMEBMAREERDESE
Reporting Period amounted to RMB3 thousand while BHESMAARK030E
cash outflows from investment activities amounted to T RAFRSZHNR
RMB23.8152 million which was mainly used for capital AR®2381528 L =
expense on the purchase of fixed assets. Net cash flows ZARBRETEESE
from investment activities during the Reporting Period e MEHIHZEFD
amounted to RMB-23.8122 million. EEMREeREFEA/A
R#-2,381.22 87T °
3. Cash flows from financing activities 3. BEIERELRE
Cash inflows from financing activities during the MEMEFEEHRESTA
Reporting Period amounted to RMB238.3328 million, AR¥23,833.288 7L =
which was mainly derived from bank loans. Cash ZARORNIBITER - S
outflows from financing activities during the Reporting HMELTHREMEAR
Period amounted to RMB277.2418 million, which #27,724188 T FER
was mainly due to the repayment of bank loans and AR B EIRIT R R ZE R
borrowings from banks and Jingcheng Holding and ERRERFEN A
interest. Net cash flow from financing activities for the HEMBEEEReRE
Reporting Period amounted to RMB-38.909 million. FEEAR-3,890.908 7T °
In 2016, net cash flows from operating activities 2016 F 48 & R BN EE £ 1Y
decreased by RMB158.6962 million as compared B REFRLL - F R E
to the corresponding period of last year, mainly WA AR %15,869.62 8
due to the significant decrease in net cash flows T EBRABKETFE
from operating activities during the period, as the ReEMARDIBEEREKR
decrease in cash inflows from operating activities RIS TEBNIR @ R
was much higher than the decrease in cash outflows B E - EARAIE R E)
from operating activities during the period. Net SMEFEANE TG &
cash flows generated from investing activities BEEAMNREREFHER
decreased by RMB11.1667 million as compared to the LB ARM1,116.678
corresponding period of last year, mainly due to the 7 ERAHHINGE
settlement of the outstanding payment for the LNG ¥EWMTRRERARKEE
industry base project and the investment in Type Il =R PTEL - g‘é‘é@)?
cylinders during the period. Net cash flows generated FMREMEBFHEL FF
from financing activities increased by RMB46.8207 [ HR 35 0 A R 6 4,682.07
million as compared to the corresponding period B TEEAFERN
of last year, mainly because the net repayment of FEEFH IR LEFRE -
borrowings made during the year was lower than that
during the corresponding period of last year.
During the Reporting Period, the Company mainly WEBN ARRIEER
financed its operations through internally generated BAMEENR 2R - R
cash flows, bank loans, etc. ﬁfé%ﬂ%%%%@?ﬁ?ﬁﬁ
2
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Section 5 I\/Ianagement Discussion and Analysis
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lll. Discussion and Analysis of the Company = RAABRRBRKERNTH
Concerning the Future Development of the B3 5 AT ()
Company (continued)
(v) Others (continued) (&) Hft (@)
5. Foreign exchange risk management (continued) 5. SERREE(E)
Capital Structure ERGEE
The Company’s capital structure consists of shareholders’ S 0 R AN I R RO i
equity and liabilities during the Reporting Period. & ﬁ&%ﬁx fRERER AR
Shareholders’ equity amounted to RMB971.8853 million, of 97,188.53 BT * A - DERE
which minority interests amounted to RMB406.6875 million, Tz AR 40,668.75 F%ﬁ =L
and total liabilities amounted to RMB878.0236 million. Total WA AR 87,802.36 87 - BE
assets amounted to RMB1,849.9089 million. As at the end of %8 A R 184,990.80 8 7T - 1)
the year, the Company’s gearing ratio was 47.46%. RNEEBEEAL7.46% °
Capital structure by liquidity BREE D ARG
Total current liabilities RMB739,830,500 Percentage of assets 39.99%
nBAEEE AR # 739,830,500 7T IHEELE
Total shareholders’ equity RMB971,885,300 Percentage of assets 52.54%
RS AT AR# 971,885,300 7T HEELE
Of which: minority interest RMB406,687,500 Percentage of assets 21.98%
He DERREE AR 406,687,500 7T HEELE
Contingent Liabilities EZ=-F-i
As at the end of the Reporting Period, the Company did not WMEHRATEEEATEEE -
have any significant contingent liabilities.
Details of the Group's charge on assets EEEEMDEE
Item Book value at the end of year Reason for restriction
1HE FAREREEE FRER
Monetary funds 16,248,660.00 Bill margin, letter of credit
BE¥&ER ZRRER  FRAERESR
Fixed assets 95,720,999.35 Pledged to secure bank borrowings and bills
EEEE REUSIRITER - RIRER
Intangible assets 17,807,844.08 Pledged to secure bank borrowings and bills
B EE REUSIRITER - RIRER
IV. Description of and explanations for disclosure - AFEAEREHRERKEZR
not in compliance with standards due to TR - R FUR A B R
standards not applicable or special reasons FIRERHENE R EE
including state or business secrets BR
[ Applicable v Not Applicable O@mA Vi@
V. Material acquisition and disposal of subsidiaries H B KU N HEKH B A 5 & B
and affiliated companies BT
During the Reporting Period, the Company did not have any material SREHAN - DR EETERN B A T &S
acquisition or disposal of subsidiaries or affiliated companies. NElZERINE L HE -
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Section 6 Report of the Directors

Details of Board meetings and resolutions

During the Reporting Period, a total of 12 board meetings were convened
and the details of the meetings and resolutions were as follows:

(M

The 14th extraordinary meeting of the eighth session of the
Board was held on 4 January 2016, at which the resolution on the
amendment to the terms of reference for the audit committee of
the Board was considered and passed.

The 15th extraordinary meeting of the eighth session of the Board
was held on 26 January 2016, at which the resolution in relation
to Beijing Tianhai waiving its right of first refusal under the Capital
Increase Agreement of Beijing Minghui Tianhai Gas Storage
and Transportation Equipment Sales Co., Ltd and connected
transactions were considered and passed.

The 16th extraordinary meeting of the eighth session of the Board
was held on 3 February 2016, at which the resolution in relation to
the issue of shares and payment of cash in consideration of asset
purchase and fund raising in compliance with the requirements as
stipulated in relevant laws and regulations, the resolution in relation
to the issue of shares and payment of cash in consideration of
asset purchase and fund raising to specific targets whom satisfied
the conditions, the resolution in relation to the issue of shares
and payment of cash in consideration of asset purchase and fund
raising of the Company constitute connected transaction, the
resolution on the entering into of “the Agreement of the Issuance
of Shares and Purchase of Assets between Beijing Jingcheng
Machinery Electric Holding Co. and Beijing Jingcheng Machinery
Electric Company Limited” and “the Conditional Non-Public
Offering Share Subscription Agreement between Beijing Jingcheng
Machinery Electric Holding Co. and Beijing Jingcheng Machinery
Electric Company Limited”, the resolution in relation to the issue
of shares and payment of cash to purchase assets and related
fund raising and connected transaction proposal, the resolution
in relation to the compliance of this asset reorganisation with the
requirement of Article 4 of the Regulation in relation to Certain
Issues of Material Asset Reorganization of Listed Companies, the
resolution in relation to the compliance of the Transaction with the
requirement of Article 43 of the Measures on the Administration
of Material Asset Restructuring of Listed Companies, the resolution
in relation to the completeness and compliance of legal procedures
performed and the validity of legal documents submitted for the
Transaction, the resolution in relation to the Transaction constitute
a material asset reorganization but not constitute backdoor listing,
the resolution in relation to whether the share price fluctuation
of the Company reached the relevant standard under Article 5
of “notice of standardization of information disclosure of listed
companies and act of each relevant party”, the resolution in relation
to the authorization of the Board at the general meeting to deal
with matters related to the share issue and purchase of assets for
fund raising, and the resolution in relation to not convening general
meeting after this board meeting were considered and passed.
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Section 6 Report of the Directors
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Details of Board meetings and resolutions
(continued)

)

The seventh meeting of the eighth session of the Board was held on
14 March 2016, at which the 2015 Annual Report of the Company
and its summary, the 2015 Annual Work Report of the Board, the
2015 audited financial report of the Company, details of which
are set out in the Annual Report, the 2015 Self Assessment Report
on the Company’s internal control, details of which are set out in
the Annual Report, the 2015 Internal Control Audit Report of the
Company, details of which are set out in the Annual Report, the
2015 Social Responsibility Report of the Company, details of which
are set out in the Annual Report, the resolution on the report of
the independent non-executive Directors for the year 2015, the
resolution on the performance of functions by the Audit Committee
for 2015, the resolution on the payment for the audit fee for
2015 to ShineWing Certified Public Accountants LLP (hereinafter
“ShineWing”), the resolution on the payment for the audit fee for
2015 to Shu Lun Pan Certified Public Accountants LLP (hereinafter
“Shu Lun Pan"”) were considered and passed; the reappointment
of ShineWing as the audit organization for the 2016 financial
report of the Company was considered and approved, and the
authorization of the Board to enter into letter of appointment with
ShineWing and determine its remuneration at the annual general
meeting was proposed; the reappointment of Shu Lun Pan as
the audit organization for the 2016 internal control report of the
Company was considered and approved, and the authorization of
the Board to enter into letter of appointment with Shu Lun Pan
and determine its remuneration at the annual general meeting was
proposed; the 2015 proposal of the Company not to distribute
profit, the resolution on provision for impairment of the Company
for the year 2015, the 2016 Audit Plan of the Company, the 2016
Internal Control Plan of the Company, the 2016 Business Plan of
the Company, the 2016 Research and Development Plan of the
Company, the 2016 Budget Report of the Company, the 2016
Financing Guarantee Plan of the Company and the resolution on
the result of remuneration and performance assessment for the
senior management of the Company in 2015 were considered and
passed; the resolution regarding the convening of the 2015 annual
general meeting of the Company on Thursday, 16 June 2016 was
considered and approved.

The 17th extraordinary meeting of the eighth session of the Board
was held on 29 March 2016, at which the resolution in relation
to providing bridging loan of RMB50 million to Beijing Tianhai by
Jingcheng Holding, was considered and passed.

The eighth meeting of the eighth session of the Board was held
on 29 April 2016, at which the 2016 First Quarterly Report of
the Company, the resolution in relation to the amendment of
“Management Measures on remuneration and performance
assessment for the Senior Management” by the Company, the
resolution in relation to the annual basic salary and position
coefficient of the senior management staff of the Company for
the year 2016, and the resolution in relation to the “Performance
Assessment Contract for the Senior Management” of the Company
for the year 2016 were considered and passed.
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Section 6 Report of the Directors

Details of Board meetings and resolutions
(continued)

@)

(10)

(an

(12)

The 18th extraordinary meeting of the eighth session of the Board
was held on 2 June 2016, at which resolution on change of director
and chairman of Beijing Tianhai and the resolution on the change of
director and chairman of Jingcheng Holding (Hong Kong) Company
Limited, a subsidiary of the Company, were considered and passed.

The 19th extraordinary meeting of the eighth session of the Board
was held on 30 June 2016, at which the resolution in relation to
the termination of the assets reorganisation and the resolution in
relation to entering into termination agreement for the purchase of
assets by share issuance and payment in cash by Beijing Jingcheng
Machinery Electric Company Limited and Beijing Jingcheng
Machinery Electric Holding Co., Ltd., and termination agreement for
the conditional share subscription agreement of Beijing Jingcheng
Machinery Electric Company Limited and Beijing Jingcheng
Machinery Electric Holding Co., Ltd. were considered and passed.

The ninth meeting of the eighth session of the Board was held on
11 August 2016, at which the 2016 Interim Report of the Company
and its summary, the resolution on provision for impairment of
the Company for the first half of 2016, the resolution on the 2016
finance budget of BTIC America Corporation, a subsidiary of Beijing
Tianhai, and the resolution on the financial assistance provided by
the Company to Beijing Tianhai were considered and passed.

The tenth meeting of the eighth session of the Board was held
on 28 October 2016, at which the 2016 Third Quarterly Report
of the Company, the resolution on the amendment of the “Rules
of Procedure of the General Meeting of Shareholders”, the
resolution on the amendment of the “Fund Raising Management
Measures”, the resolution on the amendment of the “Working
System of Annual Report for Independent Directors” and the
“Annual Report Procedures of the Audit Committee of the Board”
and the resolution on the implementation of the “Assets Disposal
Management System” were considered and passed.

The 20th extraordinary meeting of the eighth session of the Board
was held on 18 November 2016, at which the resolution on the
appointment of the secretary of the Board of the Company, the
resolution on the change of authorized representative of the
Company in Hong Kong, the resolution on the change of the heads
of the Secretariat of the Strategic Committee, Secretariat of the
Audit Committee, Secretariat of the Remuneration and Monitoring
Committee of the Board, the resolution on providing bridging loan
of RMB45 million to Beijing Tianhai by Jingcheng Holding, the
resolution in relation to the provision of RMB290 million to Beijing
Tianhai, as working capital, and the resolution on loan secured by
properties and land of Tianjin Tianhai High Pressure Co., Ltd., an
indirect subsidiary of the Company were considered and passed.

The 21st extraordinary meeting of the eighth session of the Board
was held on 29 December 2016, at which the resolution on the
entering into of letter of content for the strategic cooperation
between Beijing Tianhai and Yuecheng Senior Living Investment
Company Limited were considered and passed.
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VL.

AN, s o

ESERE

Discussion and analysis of the Board concerning
the principal operation during the Reporting

Period
For details, please refer to Part Il of Section 5.

Discussion and analysis of the Board concerning

the future development of the Company
1. Competition and development trend within the

industry
For details, please refer to Part Ill of Section 5.

2. Development strategies of the Company
For details, please refer to Part Ill of Section 5.

3. Operating plans

For details, please refer to Part Ill of Section 5.

4. Fund requirement for maintaining existing
business and establishing a project company in

progress

The Company has no newly added large amount investment
projects under construction in 2017. The outstanding project
payment (for Minghui Tianhai) can be basically settled with
privately-owned funds.

5. Potential risks
For details, please refer to Part lll of Section 5.

Explanation of the Board on “Non-Standard
Auditors’ Report” issued by the auditors

For details, please refer to Part IV of Section 7.

Profit distribution proposal or plan to convert

surplus reserves into share capital
For details, please refer to Section 7.

Financial information

1. Fixed Assets
Movements in fixed assets for the year are set out in the notes to
the financial statements prepared according to the PRC Accounting
Standards.

2. Construction in Progress

Particulars and movements in construction-in-progress for the
year are set out in the notes to the financial statements prepared
according to the PRC Accounting Standards.

3. Investments in Subsidiaries
Particulars of the subsidiaries are set out in the notes to the financial
statements prepared according to the PRC Accounting Standards.

4. Interest in Associated Company
Particulars of the associated companies are set out in the notes to
the financial statements prepared according to the PRC Accounting
Standards.

5. Other Assets
Particulars of other assets are set out in the notes to the financial
statements prepared according to the PRC Accounting Standards.
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Section 6 Report of the Directors

Financial information (continued)

6. Reserves
Movements in reserves for the year are set out in the notes to the financial
statements prepared according to the PRC Accounting Standards.

7. Bank Loan
Details of bank loans as at 31 December 2016 are set out in the
notes to the financial statements prepared according to the PRC
Accounting Standards.

8. Tax Relief

The Company is not aware of any relief from taxation available to
shareholders by reason of their holdings in the Shares.

The Company’s pension scheme

In accordance with the relevant regulations of the “State Council’s
Decisions Regarding Reform of Employee Retirement Insurance Scheme”,
the Company is required to pay the PRC government an amount
equivalent to 20% of the total amount of salary as the basic contribution
to the Employee Retirement Insurance Scheme. In 2016, a total of
RMB11.98 million was contributed to the Employee Retirement Insurance
Scheme. Apart from the said contribution, the Company has no other
commitments or liabilities related to pensions.

Beijing Tianhai has established enterprise annuities for its employees for
the period from January 2011 to August 2014. The company bore the
barber and bath fees and housing allowances for employees who retired
before December 2010 at the rates of RMB50 and RMB70 to RMB90 per
month respectively, totaling RMB0.95 million incurred in 2016.

Connected transactions

(1) Please refer to the notes to the financial statements prepared
according to the PRC Accounting Standards for the particulars of
the connected transactions during the year.

(2)  Each independent non-executive director confirmed that all
connected transactions were entered on the normal commercial
terms in the ordinary and usual course of business of the relevant
members of the Company. All the terms were either normal
business terms or not less favorable than the preferential treatments
offered to the third parties, and were fair and reasonable as far as
the Company'’s shareholders were concerned.

Staff quarters

The Company did not sell any public housing flats to staff in 2016. In
accordance with State policies, the Company contributed to the public
housing fund on the basis for 12% of the average monthly salary of
the existing employees for the previous year, which did not pose any
significant impact on the Company’s business performance. In accordance
with the spirit of the “(2000) Jing Fang Gai Ban, Zi Document No. 080",
Notice in relation to issues of the Increase in Beijing’s Public Housing
Rentals and Allowances, issued by the Housing Reform Office of Beijing
Municipal Government, the Beijing Financial Bureau, the Beijing State
Land Resources Bureau and the Housing Administration Bureau, and
the Commodity Price Bureau of Beijing, as well as integrating with the
Company’s actual situation, the Company provided a housing allowance
of RMB70 to RMB90 per month to its staff since 1 April 2000.

Beijing Tianhai established special housing subsidies for its youth and
middle-aged core technical members at RMB200 to RMB2,000 per month
in November 2000 and issued subsidies for housing rent to non-local
employees of RMB130 to RMB300 per month.

The student’s apartment was canceled and the subsidy of RMB1,000 per
month was issued in May 2015.
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Section 6 Report of the Directors
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X. Employees’ basic medical insurance

Since October 2001, the Company has been implementing the “Provision
regarding Basic Medical Insurance in Beijing”, and implementing
employees’ basic medical insurance system in accordance with the
provisions. The Company is required to pay the basic medical insurance
calculated as 9% of employees’ total wages, and the large medical
expenses mutual fund calculated as 1% of employees’ total wages out of
the staff welfare fund. The provision of supplementary medical insurance
shall be prepared on the basis for 4% of employees’ total wages for
medical expenses in accordance with supplementary qualifications on
reimbursement of medical insurance set out in Provision regarding Basic
Medical Insurance in Beijing. The employee welfare is expensed according
to actual situation with the amount in total not exceeding 14% of the total
payroll of employees.

Xl. Annual general meeting

The Board of Directors proposed that the Annual General Meeting for
2016 to be held on Monday, 26 June 2017, for details of which please

refer to the Notice of 2016 Annual General Meeting.

Xll. Report on performance of social responsibility

and environmental policy by the Company
For details, please refer to Part XVII of section 7

XIll. Important relationships with employees,
suppliers and customers

t- RRBFKRE

EEeTF2017F6 H268 (EH—)EF2016
FERRFAFAT  BEAMBEFER20169F
ERRBEFASEA -
EBRETHZETNRIRER
EIEEBR

HABELHE T8

ARHEEES  BERMUHER
HEEREHF

RAE ERETE M EEN R MBS E
BERGESE  EHEGLEMHEEERE I
SRR - AT EREENHEARNE
BHE  EBEMEREEY - RISE 5
MEENE  AFEBES - SESEERE
B BREMREATRTESEHER -

The Company looks for a long term strategic cooperation with
customers and suppliers and aims to achieve good quality. The Company
puts emphasis on quality and supply of goods management. It has
strengthened the construction of mechanism and tightened the control
over product quality and goods supply cycle. Through holding seminars
with suppliers, site assessment, training and annual evaluation, the
Company has innovated demanding-supplying mode and continuously
improved product quality to ensure that the products meet the demand of
the company and market.

Bp R ER A
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XIV.Legal compliance with laws and regulations T
During the Reporting Period, the Company operated strictly in compliance
with laws, regulations, Articles of Association and other relevant

regulatory requirements with lawful decision making procedures and RERFFAE - BIERE -
discipline operation.
XV. Management contracts T BEEX

BEHRRN - ARRWEET T HFEEFERL
Ej\iiﬁ/ﬁifﬂﬂék%ﬁ@%ﬂ%ﬁ@%fi&ﬁﬂl“ﬁEﬁ

X i == faln
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During the Reporting Period, no contract concerning the management and
administration of the whole or any substantial part of the business of the
Company were entered into or existed.

-

XVI.Permitted indemnity provision
The Company has arranged for appropriate insurance cover for Directors’
and officers’ liabilities in respect of legal actions against its Directors and
senior management arising out of corporate activities.

-

XVII.Equity-linked agreement Tt

Saved as disclosed above/in this annual report, no equity-linked agreement
was made during the year or subsisted at the end of the year.

XVIIIl.Distributable reserves A
As at 31 December 2016, the distributable reserves of the Company which
could be distributed to the shareholders of the Company amounted to
RMBO.

-
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Section 6 Report of the Directors

XIX. Donations
During the Reporting Period, the Group made donations for charitable
purposes and other purposes amounting to RMBO.

XX. Directors’ rights to acquire shares or debentures

At no time during the Reporting Period was the Company, its parent
company, or any of its subsidiaries a party to any arrangements to enable
the Directors to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any body corporate.

XXl.Directors' interests in contracts

No contracts of significance in relation to the Company’s business to
which the Company, its holding company, its subsidiaries was a party and
in which a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

XXIIl. Environmental policies and performance

The Group is subject to certain laws, rule and regulations concerning
environmental protection in PRC including those in relation to the
discharge of gaseous waste, liquid waste and solid waste, the disposal of
hazardous substances and noise pollution during production.

The Group emphasizes on complying with relevant environmental laws
and regulations and requires its own staff and contractors to comply
with the relevant laws and regulations relating to the operation and
quality of construction including environmental, labour, social and safety
regulations, as well as its own standards.

The Directors believe that the Group is compliance in all material respects
with applicable environmental laws and regulations in PRC. The Group
recognises environmental protection is of vital importance to the long-
term development of the Group. In order to minimise the environmental
impact, the Group will continue to review and improve the effectiveness
of its management practices from time to time.

Further details on the environmental policy and performance are set out
in the environmental, social and governance report which forms a part of
this annual report.
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Section 7

R ]

Important Matters
BEEEHE

l.  Profit Distribution Plan or Plan to Convert
Surplus Reserves into Share Capital

()

(ii)

Formulation, implementation or adjustment of

cash dividend policy
“[J Applicable” "V Not applicable”

Dividends distribution plan or pre-arranged plan
or plan or pre-arranged plan to convert surplus
reserves into share capital in the previous three
years (inclusive of the Reporting Period)

— BERNEIERERA TS
LR PEES
(D REIABEOHE - HTR

AEER

D@ER v TEms
(Z) REBE=ZF (B HEH)

VEB

BEMIBESRIER EX
AEEEERASTRIER

Unit: Yuan Currency: RMB
Bl T HE:ARKE

Number of
Number of shares to be Net profit attributable to Percentage of the
shares to be Amount to he converted ordinary shareholders net profit attributable to
distributed distributed into share Amount of of listed company in the ordinary shareholders of
for every for every ten capital for cash dividend consolidated financial the listed companies
ten shares shares (RMB) every ten (inclusive statement during the in the consolidated
Year of distribution (share) (tax inclusive) shares (share) of tax) year of distribution financial statement (%)
AEBEHERT el e
10k 10k 108 REDAN FERLHAT BERLHAREER
MEE AER(R)  RER(T)(BR) ga R #E(25) EERRENFNE RRNEFAENLE(%)
2016 2016% 0 0 0 0 -148,787,585.19 0
2015 015F 0 0 0 0 -207,817,373.56 0
2014 0145 0 0 0 0 21,416,206.70 0
(iii) Repurchase of shares under cash offer included in (ZYUREHFRELYEERDE A
cash dividend BE2aER

“[J Applicable”  “V Not applicable”

(iv) If the Company records profits and the parent
company records a positive undistributed
profit during the Reporting Period but there is
no resolution for cash dividend, the Company
shall disclose the reasons and the usage of the

undistributed profits and the usage plan in detail
“[J Applicable”  “V Not applicable”
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Section 7 Important Matters
B EESE

Il.  Fulfillment of Undertakings —EAHEERETER
(i) Undertakings made by the beneficial controller, (=) RAREBEF A BRR - BE
shareholders, connected persons, buyers and the T WEBAURARERFEME
relevant parties of the Company during or up to BRFrEREHARNBEIRS
the Reporting Period BMRNAHSE
“VApplicable”  “[1Not applicable” ViEA OTEA
If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plansiin
Background undertaking  party Content of undertaking undertaking performance manner  reasons next steps

MAXRBET DRERE
ERNE  RA RAR  ERMARAES BOENES

RHRER HRgE ) HHERE RHR EETER  BERAT NARRR T-5itd
Undertaking ~ Settlement Beijing Jingcheng Holding undertakes: "As for the connected transactions ~ Longterm — Yes Yes
relatingtothe  of connected Jingcheng for us and the companies under our control with the Listed Company
material asset  transactions  Machinery and the companies under its control that cannot be avoided or
reorganisation Electric Holding have reasonable grounds, these connected transactions will be
Co, ltd, a conducted in the principles of openness, fairness and justice for
substantial market transactions at fair and reasonable prices by us and the

shareholder ~ companies under our control, and the decision-making procedures
for and information disclosure obligations in respect of connected
transactions will be performed in accordance the requirements of
[aws, requlations and regulatory documents. We warrant that we
and the companies under our control will not obtain any improper
benefits or subject the Listed Company or any of the companies under
its control to any improper obligations by way of any connected
transactions with the Listed Company or any of the companies under
its control. We will indemnify the Listed Company and any of the
companies under its control against any losses incurred by them as a
result of any transaction with them in violation of the undertakings

above.”
EEAREEA BATERS ARRLRRE ROZRAGE [WALRRALDEMOEGAREIGANR  RE 7 7
EEllEE BEERERE EEHNCR MEREZEEIBRRRALENERR 72
R B ARRRALFEHME AR REETERGNAR - A
T RENRY - BRAL  SRNTHERERRS  TKES
BEE ERRABE X HRTRNBRR IARRS - (AR
ESRESE - ARAREADARFLDEHNEMAEHA
RAA TR REEH M ENERR ARG AT LENHE
FELTRAREEHMAZAREATEENES - MER LA
AR ETANREERNERENR S M LA AR REE
BOFERNE - ARRAREREEL |
Solving Beijing Jingcheng Holding undertakes: “In relation to the businesses or longterm ~ Yes Yes
the issues Jingcheng business opportunities similar to those of the Listed Company
concerning Machinery including that we and other companies under our control anticipate
competition ~ Electric Holding  or substantially in place to conduct, and assets and businesses of such
in the same Co, ltd, a businesses or business opportunities that may constitute potential
industry substantial competition.”
shareholder
BARERE  AREIRRE muEREE  [HURARNRARABHNEMCEARENLE R £ Rz

HERRARE ABERESLALARRRHUBRES  RISERIARE
fEAR SR AENFRELFARAERARERERFOEN |
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Section 7 Important Matters
B EESE

Il.  Fulfillment of Undertakings (continued) T EHEEBITER @

(i) Undertakings made by the beneficial controller, (=) RAREBEF A BRR - BE
shareholders, connected persons, buyers and the T WEBAURARERFEME
relevant parties of the Company during or up to BRFrEREHARBFEIRS
the Reporting Period (continued) HAN MY A E1E (&)

If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps

MAKREET DRERE
EahE  RA RER  ERBARRES EOERS

HAR i ; HRA i} SRRET ] N5
RHRER REgR AR BENE RHR ERHR BEREG HAERR T-5itd
Others Beijing Jingcheng Holding undertakes: " that after the completion of this ~~ Long term ~~ Yes Yes
Jingcheng Material Asset Reorganisation, it will warrant the independence of

Machinery the personnel, assets, finances, organizations, businesses of the
Electric Holding  Listed Company. Jingcheng Holding makes concrete undertaking
Co, ltd, a in the areas of personnel independence, asset independence,
substantial financial independence, organizational independence, business
shareholder independence. That undertaking continues to be valid, cannot be
altered and is irrevocable during the period in which Jingcheng
Holding is the controlling shareholder (or beneficial controller) of the
Listed Company. If Jingcheng Holding is in violation of the above
undertaking and causes econonic losses to the Listed Company,
Jingcheng Holding will compensate the Listed Company.”

Efy RERIRRE Rt : [RREAAEEATR G ARELHATEA  RE £
KERRERE B AE BR BB ZHSPEOBIL - REZRAREA
fRd BBV BEEY MR BEEL $HBUZHAFLA

BEVEE « FERERBBRIER LT ARSERER (ERAH
N BEABEEHETTRE RS  MER LA - YR
TIRTEREERS - RAEREE LTATERE - |

#m
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Section

ll.  Fulfillment of Undertakings (continued)
Undertakings made by the beneficial controller,
shareholders, connected persons, buyers and the
relevant parties of the Company during or up to
the Reporting Period (continued)
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Important Matters
EtE BESE
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If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps
NAERBET DRERE
BEEE  RE RER  EHEATAET BOERH
RHEER REgR ) AERE RAR EETER  REEEG NARRR T-5itd
Others Beijing Jingcheng Holding undertakes: "1. Within 30 days from the receipt ~ Long term ~ Yes Yes As of the date
Jingcheng of a notice on this matter of Material Asset Reorganisation of Beiren of disclosure,
Machinery Holdings by the creditors of Beiren Holdings, within 45 days from Jingcheng Holding
Electric Holding  the date of the first announcement on this matter of Material Asset has urged Beiren
Co, ltd, a Reorganisation of Beiren Holdings in case of no receipt of the notice, Group to repay
substantial if they demand Beiren Holdings to make early repayment of liabilities the liabilities and
shareholder ~or provide security, and Beiren Holdings has not repaid the liabilties has undertaken
or provided the security, the Company undertakes that it wil bear the that if Beiren
responsibilities of making early repayment of liabilities or providing Group cannot
security; 2. If Beiren Holdings cannot reach the creditors, and for repay liabilities in
those creditors who have not expressed clear opinion after the time, Jingcheng
receipt of the notice or the expiry of the notice period, if they have Holding will be
expressed clearly disagreement opinion before the completion of this responsible for the
Material Asset Reorganisation, and Beiren Holdings has not repaid repayment and
the liabilities nor provided security upon their demand, the Company provide guarantee.
undertakes that it will bear the responsibilities of making early The Company has
repayment of liabilities or providing security; 3. For those creditors not suffered from
that Beiren Holdings really cannot reach, and those creditors who any loss arising from
have not yet expressed clear opinion after the receipt of the notice or claims. Jingcheng
the expiry of the notice period, if after the completion of this Material Holding has not
Asset Reorganisation, the recipient of the Outgoing Assets cannot performed any act
repay its liabilities, the Company is in charge of the repayment. in violation of the
After the Company has been liable for quarantee responsibility and undertaking.
repayment responsibility, it has the right to seek repayment from the
recipient of the Outgoing Assets
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Section 7 Important Matters
B EESE

ll.  Fulfillment of Undertakings (continued)

(i) Undertakings made by the beneficial controller,
shareholders, connected persons, buyers and the
relevant parties of the Company during or up to

RGEEIEEITER @)

(=) 2FABEREFA KRR @B
I WEBAURRAEERME
BAIERSHAARSFHAIRE

the Reporting Period (continued) BRI RAEESIE (&)
If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps
NAERBET DRERE
BEEE  RE RER  EHEATAET BOERY
BRER HEEE RER RERE RHR ERHR BERES HAERR Tt
Others Beijing Jingcheng Holding undertakes: "If, in the future, the production longterm ~ Yes Yes
Jingcheng workshops of Tianhai Industry in Mulin Town is needed to be
Machinery relocated due to real estate problems in defects of the lease, the
Electric Holding ~ Company will fully compensate in cash the Listed Company after the
Co., ltd, a completion of this transaction for all the losses of Tianhai Industry
substantial caused by the relocating process.”
shareholder
Eft ABRRERR A  (ERRRE IS AL EEHRREREREN &Y = Rz
EELRERE MEMSIRE  FAARRARRATAAN LTAIZERS
R BERSIFERERETERNTEAR ]
Others Bejing Jingcheng Holding undertakes: “The Company is fully aware of longterm ~ Yes Yes
Jingcheng the existence of the above problems of the Outgoing Assets, and
Machinery undertakes that when this reorganisation is implemented and the
Electric Holding  relevant shareholders of some of the above subsidiaries of Beiren
Co, ltd, a Holdings exercise the pre-emptive right, then the Company will agree
substantial to accept the equivalent cash assets converted from the long term
shareholder — equity investment in the above Outgoing Assets, and will not demand
to terminate or alter the Material Asset Reorganisation Agreement
previously signed by all parties due to the changes in the form of the
Outgoing Assets, or demand Beiren Holdings to compensate for any
losses or bear any legal liabilites.”
At RERIRR PR  [ARAREO AR ERANRANLIRE - &Y & Rz
EERERE UAGEARBAZENLARD LEBHTEANRBRRAE
f2A BrBEE UTLARSER LA AR RARERAR

FRESBENRSER  TERERERVANBIETALY
BREN HRRENENARERBAAR T ARDRERER
BXIAZEREL -

m Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section

ll.  Fulfillment of Undertakings (continued)

Undertakings made by the beneficial controller,
shareholders, connected persons, buyers and the
relevant parties of the Company during or up to

0]

7/

Important Matters

ELE

ERER

RGEEIEEITER @)

(=) 2FABEREFA KRR @B
B WEBAURRAEERME
AIERSHAARSFHAIBE

the Reporting Period (continued) HANRESE(E)
If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps
NAERBET DRERE
BEEE  RE RER  EHEATAET BOERY
BRER HEEE RER RERE RHR ERHR BERES HAERR Tt
Others Beijing According to the "Supplementary Confirmation Letter of the longterm ~ Yes Yes Jingcheng Holding
Jingcheng Settlement of 17.01% equity interest of Beijing Beiying Casting Co., completed the
Machinery Ltd." jointly signed by listed company, Jingcheng Holding and Beiren transfer of 17.01%
Electric Holding -~ Group, they jointly confirmed “Each party confirms that the equity equity interests
Co, ltd, a transfer is deemed to be completed. Jingcheng Machinery would in Beijing Beiying
substantial no longer record such equity interest as a long-term investment on 18 December
shareholder which means that all shareholder’s rights (including but not limited 2015, and it has not
to equity return, voting right and election right), obligations, risks committed any act
and liabilities of shareholders under such equity interest have been in violation of the
enjoyed or assumed by Beiren Group and Jingcheng Machinery has to undertaking.
act correspondingly. Given that the change in shareholders does not
have defensive power against a third party prior to the completion of
the commerce and industry registration for changing shareholders,
all parties have unanimously agreed that allliabilities assumed or
loss suffered by Jingcheng Machinery as a result of lacking defensive
power shall be actually taken by Jingcheng Holding."
ify ARERRRS BELALAERIRRAREASBRAEEN(BERALILEE R & z TRERER LR
KEARERE HAREELTI.0%HRERINEREDL)  ARRA [ SE17.01%RER
fRF HRIREREIRRE TR - RARDEATERARERER ZER155128
g DikEtran 2 BRREN (R REARRRENS | RRR 18BBEERH - &
HEERES) RRER BRRECELTALASEERE HRER LA
BYAE  RABRHTALERS - ENERRIBEEREA - B -

LARREERTBBEREZ AN BLES-HRE:
AEURAMNESRBROARETEEIER  DRRERE
RAERERES - |

ERFTHEERDERAIT T FFERS



Section 7 Important Matters
B EESE

Il.  Fulfillment of Undertakings (continued) T EHEEBITER @

(i) Undertakings made by the beneficial controller, (=) RAREBEF A BRR - BE
shareholders, connected persons, buyers and the T WEBAURARERFEME
relevant parties of the Company during or up to BRFrEREHARBFEIRS
the Reporting Period (continued) HAN MY A E1E (&)

If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps

MAKREET DRERE
EahE  RA RER  ERBARRES EOERS

RHRER HHEEE AR EERE RHR ERHR BEREG HAERR Tt
Others Recipient of the  Beiren Group undertakes: “The Company is fully aware of the existing  Long term~~ Yes Yes As of the date
Outgoing Assets ~ defects of the Outgoing Assets, and the Company will bear any losses of disclosure,
(Beiren Group)  or legal liabilities caused by the defects of the Outgoing Assets, and Jingcheng Holding
will not demand Beiren Holdings to bear any losses or legal liabilities has urged Beiren
due to the defects of the Outgoing Assets.” Group to repay
the liabilities and
has undertaken
that if Beiren
Group cannot

repay liabilities in
time, Jingcheng
Holding will be
responsible for the
repayment and
provide guarantee.
The Company has
not suffered from
any loss arising from
claims. Jingcheng
Holding has not
performed any act
in violation of the
undertaking.
Efy BIEEART IAREA  [ARARNARHELEEENRRNBRE A0 &Y & HERBER R
BLASE) AREERHELAERRAELOEMELLLEARL FER HEREERIA
RELEEREETIARNAREERNEEES | EEERERLA
EOREALER
BREEE 7
PRREERER
AR ART
BHTRERRER
ERAX - R
BRAERERZ
BGRENTAR «

Ao
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Section 7 Important Matters
B EESE

ll.  Fulfillment of Undertakings (continued) Z o RBEEEETERE
(i) Undertakings made by the beneficial controller, (—) DNEEBBREZESA H’ii 8 Bt
shareholders, connected persons, buyers and the B WEBAURQAREAGEE
relevant parties of the Company during or up to BrEREHAE j?.?—:féa@] HE
the Reporting Period (continued) HAR WA S IE (8)
If not If not
performed performed
Whether in a timely in a timely
Whether ~ strictly ~ manner, manner,
Dateand  thereisa  performed describe describe
Type of Undertaking duration of ~ deadline for inatimely the specific plans in
Background  undertaking  party Content of undertaking undertaking performance manner  reasons next steps

MAKREET DRERE
EahE  RA RER  ERBARRES EOERS

RHRER HHEEE AR EERE RHR ERHR BEREG HAERR Tt
Others Recipient of the ~ Beiren Group undertakes: “The Company is fully aware of the longterm ~ Yes Yes

Outgoing Assets  existence of the above problems of the Outgoing Assets, and

(Beiren Group)  undertakes that when this reorganisation is implemented and the
relevant shareholders of some of the above subsidiaries of Beiren
Holdings exercise the pre-emptive right, then the Company will agree
to accept the equivalent cash assets converted from the long term
equity investment in the above Qutgoing Assets, and will not demand
to terminate or alter the Material Asset Reorganisation Agreement
previously signed by all parties due to the changes in the form of the
Outgoing Assets, or demand Beiren Holdings to compensate for any
losses or bear any legal liabilities.”

) ENEERERT it/\ﬁliﬁ“‘ [RRAARRHARELAERAIEEN LIRE . &Y = IS
BOASE)  UAGERRERERNIARD LEBHTEARNEERRGE
E%Eﬁﬁsﬁé JALBRERR HE AR TR ARERES
FRESBENRCER FERELEENAMBNELRLS
BRRF AR AENENARE AR BT ARD BEMER
BRIARERRE -
Other Others Beijing Due to the unusual price fluctuations in domestic securities market, 10 July 2015, Yes Yes Jingcheng Holding
undertakings Jingcheng and the healthy development of the capital markets is closely related 6 months after purchased
made to minority Machinery to the development of the state-owned enterprises and holding the shares of 2,115,052 A shares
shareholders of the Electric Holding  companies, in order to create a favorable market environment for ~ the Company of the Company
Company (o, ltd, a enterprise reformation and development, protect the legitimate resumed through the
substantial rights of all kinds of investors, Jingcheng Holding has undertaken not ~ trading trading system
shareholder 1o dispose of any shares of the Company via the secondary market of the Shanghai
within 6 months, and intends to increase its shareholding in the Stock Exchange on
Company after 6 months of the Company's shares resumed trading. 3 August 2016,
representing 0.50%
of total shares of the
Company.
EpHRas) ARRERRE EEAESTRLRERRY AATANERERERALE  05ETANR Rz RAERER 2016
BoR e EARERE REBRLOATNRRSSEE  BEECENERRORNT R DURRE EF8A3HBALE
i R RELEREZS ﬁ’ém TiEREGReEANTE Uﬂ BkeERR FARHMRAZ
“EmEERTRARAARR  URERREOEANERATR ,M“”H AR(
R 215,050 A% 6
ARERALAA
0.50%

ERFTHEERDERAIT T FFERS m



Section 7
ELE

Important Matters
BEEEHE

Fulfillment of Undertakings (continued)

(ii) There have been profit forecast for the assets
or projects of the Company and the Reporting
Period is still in the period of profit forecast,
explanations as to whether the profit forecast

has been met and its reasons
“OYes” “OONo” “V Not applicable”

Embezzlement of funds and repayment of debt

during the Reporting Period
"0 Applicable”  “v Not applicable”

Explanation of the Company on “Non-Standard

Auditors’ Report” issued by the auditors
" Applicable” "V Not applicable”

Analysis and explanation of the Company

on the reasons and impact of the change in

accounting policy, accounting estimates or

correction of significant accounting errors

() Analysis and explanation of the Company on the
reasons and impact of the change in accounting

policy and accounting estimates
“[J Applicable”  “V Not applicable”

(ii) Analysis and explanation of the Company on
the reasons and impact of the correction of

significant accounting errors
“[J Applicable”  “V Not applicable”

(iii) Communication with previous accounting firm

“[J Applicable”  “V Not applicable”

(iv) Other descriptions
“[J Applicable”  “V Not applicable”

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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VL.

VII.

VIIL.

XI.

Section 7

Appointment and dismissal of accounting firms

Important Matters
EtE BESE

N BME - BESTEERAER

Unit: Ten Thousand Yuan Currency: RMB
By - Bor EE - ARK

Currently appointed

BRE

Name of domestic accounting firm

BRNG TR EHAAE
Compensation of domestic accounting firm 90
NG ET RS 5 TR
Number of years of audit by domestic accounting firm 10
BENE M EBIETFR

Name

=L

ShineWing Certified Public Accountants LLP
EXPFSETEB (BHRLEBAE)

Compensation
R

Accounting firm for internal control audit
Rt T Y

Description of appointment and dismissal of accounting firms
“[J Applicable” "V Not applicable”

Accounts LLP

Description of change of accounting firms during the audit period
“[J Applicable” "V Not applicable”

During the Reporting Period, there was no change and dismissal of
accounting firms during the audit period.

Risk for suspended listing
(i) Risk for possible suspending listing
“[J Applicable” "V Not applicable”

(ii) Countermeasures to be adopted by the Company
“[J Applicable”  “V Not applicable”

Possible termination of listing and reason

thereof

" Applicable” "V Not applicable”

Matters relating to bankruptcy and

reorganisation
" Applicable” "V Not applicable”

Material litigations and arbitrations

“[J The Company has material litigations and arbitrations during the year”
"V The Company has no material litigations or arbitrations during the year”

Punishment and Rectification against Listed
Company and its Directors, Supervisors, Senior
Management, Controlling Shareholders,

Beneficial Controller and Buyer
“[J Applicable”  “v Not applicable”

BDO China Shu Lun Pan Certified Public

38

MRS EBT (SR EBRER)

BE - RS MEEMNERRA
O@Em vAEA

F NS MEEANERSSA
O@m vAER

HEDR - ABAERIIRIE « R
ENEREFA H015% -
+ EHERZELTERNER
(—) BEyEEFELTHERER
O@Em VR

(Z) D EEREUY FE S R i
O@Em v AER

N EHELLEETHERFRE
O v E

N REBEEBEEE
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Section 7 Important Matters
B EESE

Xll. Description of the reputation of the Company
and its controlling shareholders, beneficial

controller during the Reporting Period
“v Applicable” “[J Not applicable”

During the Reporting Period, the Company and the controlling
shareholders had good reputation.

Xlll. Share incentive scheme, employee share
scheme or other incentive measures for

employees and their impacts

(i) Incentives disclosed in extraordinary
announcements without progress or change in
the follow-up implementation
“[0J Applicable”  “v Not applicable”

(ii) Incentives not disclosed in extraordinary
announcements or with progress in the follow-
up implementation

Share incentive
“[J Applicable”  “V Not applicable”

Other descriptions
“[0J Applicable”  “v Not applicable”

Employee share scheme
“[J Applicable”  “V Not applicable”

Other incentive measures
“[0J Applicable”  “v Not applicable”

XIV.Material connected transactions
(i) Connected transactions related to daily

operation

1. Matters disclosed in extraordinary announcements
without progress or change in the follow-up
implementation
" Applicable” "V Not applicable”

2. Matters disclosed in extraordinary announcements
with progress or change in the follow-up
implementation
“[J Applicable”  “V Not applicable”

3. Matters which were not disclosed in extraordinary
announcements
“[J Applicable”  “V Not applicable”

(ii) Connected transactions in relation to the
acquisition or disposal of assets or equity
interests
1. Matters disclosed in extraordinary announcements

without progress or change in the follow-up
implementation
" Applicable” "V Not applicable”

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 7

XIV.Material connected transactions (continued)

(ii) Connected transactions in relation to the
acquisition or disposal of assets or equity
interests (continued)

2. Matters disclosed in extraordinary announcements

with progress or change in the follow-up
implementation

“vVApplicable”

1.

“[] Not applicable”

The sixth meeting of the eighth session of the
Board was held on 26 November 2015, at which
the resolution in relation to the issue of shares in
consideration of asset purchase and fund raising and
connected transaction and other relevant resolutions
were considered and passed, and the relevant
announcement was made In order not to trigger the
requirements under the Hong Kong Takeovers Code,
the 16th extraordinary meeting of the eighth session
of the Board was held on 3 February 2016, at which
the revised resolution and other relevant resolutions
were considered and passed. The 19th extraordinary
meeting of the eighth session of the Board was held
on 30 June 2016, at which the resolution in relation to
terminating assets reorganisation and the resolution in
relation to entering into termination agreement for the
purchasing assets by share issuance and payment in
cash by Beijing Jingcheng Machinery Electric Company
Limited and Beijing Jingcheng Machinery Electric
Holding Co., Ltd., and termination agreement for the
conditional share subscription agreement of Beijing
Jingcheng Machinery Electric Company Limited and
Beijing Jingcheng Machinery Electric Holding Co.,
Ltd. were considered and passed. For details, please
refer to the announcements of the Company dated
26 November 2015, 3 February 2016 and 30 June
2016 published on the website of the Shanghai Stock
Exchange at http://www.sse.com.cn, the Hkexnews
website of the Hong Kong Stock Exchange at http://
www.hkexnews.hk and Shanghai Securities News.

Important Matters
EtE BESE
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Section 7 Important Matters
B EESE

XIV.Material connected transactions (continued)
(ii) Connected transactions in relation to the
acquisition or disposal of assets or equity

interests (continued)

2, Matters disclosed in extraordinary announcements
with progress or change in the follow-up
implementation (continued)

2. The 15th extraordinary meeting of the eighth session
of the Board was held on 26 January 2016, and
the 2015 annual general meeting was held on 16
June 2016, at which the resolution in relation to
Beijing Tianhai waiving its right of first refusal and
connected transactions under the Capital Increase
Agreement of Beijing Minghui Tianhai Gas Storage
and Transportation Equipment Sales Co., Ltd. were
considered and passed. The relevant share exchange
agreement was entered into and the relevant
announcement was made.

On 25 July 2016, the Company was informed that the
share transfer in Beijing Minghui Tianhai Gas Storage
and Transportation Equipment Sales Co., Ltd. was
not approved and the relevant application would be
revoked from the State Council. As such, the share
transfer agreement with conditions precedent entered
into by the controlling shareholder was terminated.

For details, please refer to the announcements of the
Company dated 26 January 2016, 16 June 2016 and
25 July 2016 published on the website of the Shanghai
Stock Exchange at http://www.sse.com.cn, the
Hkexnews website of the Hong Kong Stock Exchange
at http://www.hkexnews.hk and Shanghai Securities
News.

3. Matters which were not disclosed in extraordinary
announcements
"0 Applicable”  “v Not applicable”

4, Results which are relating to result agreements and

shall be disclosed for the Reporting Period
" Applicable”  “v Not applicable”

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 7

Important Matters

ELEl BEEEH
XIV.Material connected transactions (continued) Th - BEREBRRS @
(iii) Material connected transactions relating to (Z) HEABEMRENEXBHR S
common external investments
1.  Matters disclosed in extraordinary announcements 1. EBEBRASRERREERSE
without progress or change in the follow-up ERGEHNEE

implementation

“[J Applicable”  “V Not applicable”

2. Matters disclosed in extraordinary announcements
with progress or change in the follow-up
implementation
" Applicable” "V Not applicable”

3. Matters which were not disclosed in extraordinary
announcements
“[J Applicable” "V Not applicable”

(iv) Related creditor’s right and debt transactions
1. Matters disclosed in extraordinary announcements

without progress or change in the follow-up
implementation
“[0 Applicable”  “V Not applicable”

2. Matters disclosed in extraordinary announcements
with progress or change in the follow-up
implementation

O@Em v AER

2. CHEBRLASHE BERER
EHERNECHER

Q@A v AER
3. HWRAERBEENSEE
Q@A v AEs

(l)@%ﬁ%ﬁﬁ&m
EAEBRKASRHEREARER
ERNBLHBE

O@Em v AER

2. CHEBRLASHE BERER
EHERNECHER

“[J Applicable” "V Not applicable” iEA vAEA
3.  Matters which were not disclosed in extraordinary 3. HBRASKREENSE
announcements
“VApplicable” “[] Not applicable” VigE @A
Unit: Yuan Currency: RMB
By TIERE - AR
Provision of funding by related party
Provision of funding to related party to listed company
nEELRMES BRAmLaAR{ES
Beginning Amount Ending Beginning Amount Ending
Related party Relationship balance occurred balance balance occurred balance
BEs BBEE BI8E iR HREHE Lz BEE BABE
Shandong Tianhai High Joint venture 6,938,282.87  -5493,226.14 1,445,056.73 2,056,366.20  -2,053,026.20 3,340.00
Pressure Containers Co, Ltd.
WRKEREAEERAT AERE
Jiangsu Tianhai Special Associate 7301,886.17  1,846,001.28  9,147,88745
Equipment Co., Ltd.
THRAFEEEARAR Benm
Beijing Jingcheng Industrial Wholly-owned subsidiary 1202,227.27 1,202,227.27
Logistics Co., Ltd. of parent company
it?ﬁ’%*l%%ﬁ RAF BRANZEFRT
Beijing Jingcheng Machinery Controlling Shareholder(s) 252,900,000.00  -5,000,000.00  247,900,000.00
Electric Holding Co., Ltd.
PRRIREERERELAT  ARRR
Tianjin Steel Pipe and Other related party 3840760590  -16,955,372.55  21,452,293.35
Steel Trade Co., Ltd.
("Tianjin Pipe")
REREHAE HARAR EfBERA
([X=#HE])
Tianjin Seamless Investment Co. Ltd. Other related party 1,917,312.44 -213,10891  1,704,203.53
("Tianjin Seamless”)
REABMREEREMAR  EtEE
([REAEE])
Total 14,240,169.04  -3,647,024.86  10,592,944.18  296,483,57181  -24,221507.66  272,262,064.15
A3

Reasons for occurrence of related creditor's right and debt transactions  Under normal operation

BB EERRTIRR FREs
Effects of related cred\to s rights and debts on the Company None
ﬁﬂ‘/}‘ ii&ﬁt ?/E 3&

ERFHEERDBRAR



Section 7

R ]

Important Matters
BEEEHE

XIV.Material connected transactions (continued)

(v)

Others

“VApplicable” “J Not applicable”

As at 31 December 2016, the Group has entered into connected
transactions with the following entities which was regarded as the
connected person of the Company according to the Listing Rules.
) Beijing Kerui Nike Science Trading Co., Ltd. (“Kerui Nike") is
a substantial shareholder of Tianhai Cryogenic, holding 25%
interest in Tianhai Cryogenic. Tianhai Cryogenic is an indirect
non-wholly-owned subsidiary of the Company. As such, Kerui
Nike is a connected person of the Company.

Tianhai Seamless is a controlling shareholder of Tianjin
Tianhai holding 45% interest in Tianjin Tianhai. Both Tianhai
Seamless and Tianjin Pipe are the wholly-owned subsidiaries
of Tianjin Pipe Group. Therefore, Tianjin Pipe is an associate
of Tianjin Seamless and also a connected person of the
Company.

Asset Management Company is a wholly-owned subsidiary of
Jingcheng Holding, which in turn is a controlling shareholder
of the Company holding 43.30% interest in the Company.
Accordingly, Asset Management Company is an associate of
Jingcheng Holding and a connected person of the Company.

Jingcheng Tianyi is 80% owned by Beijing Xihai, and Beijing
Xihai is a wholly-owned subsidiary of Jingcheng Holding.
Hence, Jingcheng Tianyi is an associate of Jingcheng Holding
and a connected person of the Company.

The details of the connected transaction and the continuing
connected transaction for the year ended 31 December 2016 were
set out below:

On 15 January 2015, Tianhai Cryogenic, an indirect non-wholly
owned subsidiary of the Company, as the transferee and Kerui Nike
as the transferor entered into the Technology Transfer Agreement
pursuant to which Tianhai Cryogenic will purchase from Kerui
Nike the special technology ownership in design, manufacturing
technology and patent application rights for the cryogenic tank
equipment with volume over 100m?3. This transaction is made
for the purpose of the steady development of Tianhai Cryogenic,
upgrading the product and increasing the core competiveness.
The total consideration for the Technology Transfer Agreement
is RMB20,000,000. The material terms of the Technology
Transfer Agreement are that Kerui Nike will sell the design and
manufacturing technology for the cryogenic tank equipment with
volume over 100m? to Tianhai Cryogenic. Kerui Nike guaranteed
that the transfer of Cryogenic Tank Technology will be completed
before 31 December 2019. After the technical information in
relation to the cryogenic tank equipment with volume over 100m?
are delivered to the project inspection team of Tianhai Cryogenic,
Tianhai Cryogenic will pay the consideration to Kerui Nike under the
Technology Transfer Agreement in five years by yearly installments
of RMB4,000,000 each.
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Section 7

XIV.Material connected transactions (continued)

(v)

Others (continued)

Continuing connected transaction

On 3 March 2014, Tianjin Tianhai, a subsidiary of the Company,
entered into the Gas Cylinder Pipe Sale and Purchase Framework
Agreement with Tianjin Pipe, pursuant to which Tianjin Tianhai will
purchase gas cylinder pipes from Tianjin Pipe for a term of one year
commencing 1 January 2014 to 31 December 2014 with a cap of
RMB300,000,000. On 27 March 2014, Tianjin Pipe entered into a
supplemental agreement to the Gas Cylinder Pipe Sale and Purchase
Framework Agreement with Tianjin Tianhai to extend the term of
the Gas Cylinder Pipe Sale and Purchase Framework Agreement
from the original 1 year ending 31 December 2014 to 3 years ended
31 December 2016. On 26 June 2014, the continuing connected
transaction in relation to the Gas Cylinder Pipe Sale and Purchase
Framework Agreement and the supplemental agreement were
considered and passed in the general meeting. As a long-term co-
operation partner of the Group, Tianjin Pipe guarantees the supply
and the quality of gas cylindes pipes. It would be conducive to a
better co-operation between Tianjin Tianhai and Tianjin Pipe, which
in turn would minimise the cost of raw materials and enhance the
market competitiveness of the products of Tianjin Tianhai.

On 3 March 2014, Asset Management Company (as lessor) and
Tianhai Industry (as lessee), a wholly-owned subsidiary of the
Company, entered into a contract with respect to the lease of plants
and equipment of Asset Management Company for certain plants
and production facilities for a period of three years from 1 January
2014 to 31 December 2016. The annual rent is RMB680,000
and the rent for half a year is RMB340,000. The plant of Asset
Management Company rented by Tianhai Industrial is located in
Mulin Town, Shunyi District, with reasonable location and suitable
rent, which are beneficial to lowering the Group’s production cost,
raising product margins, and enhancing the market competitiveness
of products.

On 3 March 2014, Jingcheng Compressor, a wholly-owned
subsidiary of the Company (as lessor) and Jingcheng Tianyi (as
lessee), entered into a contract with respect to the lease of a
property located at Badaling Economic Development Zone Side A
production base East side, Yanging County, Beijing for a term of
three years commencing from 1 January 2014 to 31 December
2016. The annual rent is RMB924,362.5. Renting out idle factories
by Jingcheng Compressor is beneficial to revitalizing the assets,
enhancing the utilization rate of non-current assets and generating
a stable cash flow for the Group to assist in major business
development.
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Section 7
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Important Matters
BEEEHE

-I' X Eﬁ%ﬁﬁpx% (#8)

XIV.Material connected transactions (continued)

XV. Contracts of significance and their execution

(v) Others (continued)
Continuing connected transaction (continued)
During the Reporting Period, the above continuing connected
transactions were processed in accordance with their contractual
agreements. The independent non-executive directors have
reviewed each continuing connected transaction and confirmed
that:

(1) it was entered into by the Group in the ordinary and usual
course of business;

(2) it was entered into on normal commercial terms;

(3) it was carried out in accordance with the terms of the relevant
transaction agreement, which were fair and reasonable and
in the interests of the Company’s shareholders as a whole.

The auditors have issued letters without reservation in relation
to the disclosed continuing connected transactions of the Group
during the Reporting Period in accordance with Rule 14A.56 of the
Listing Rules, which contain their findings and conclusions.

Such transactions were entered into in the ordinary and usual
course of business of the Group, which were necessary for and
continued during the operation of the Company. Also, such
connected transactions would in no way affect the independence
of the Company and harm the interests of the Company and
shareholders, and in particular, the medium-sized shareholders and
the minority shareholders.

(i) Trust, contracting and lease matters
1. Trust

" Applicable” "V Not applicable”

2. Contracting

“[J Applicable”  “V Not applicable”
3. Lease
" Applicable”  “v Not applicable”

(ii) Guarantee

“[J Applicable” "V Not applicable”

(iii) Cash assets entrusted to be managed by others

1. Entrusted wealth management
" Applicable”  “v Not applicable”
2. Entrusted loans
“[J Applicable” "V Not applicable”
3. Other investments in wealth management products
and derivatives
“[J Applicable”  “V Not applicable”

(iv) Other contracts of significance
“[J Applicable” v Not applicable”
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XVI.Explanation on other important matters
“VApplicable”

1.

“[J Not applicable”

Receipt of government subsidies

Section 7 Important Matters

BLE EESE

7 HE KB IEAYE A

Viam OfEA

1 BEBBFERER

Item Amount for Source
HE the year FRFKE
rEEHE

Government subsidies for “double 750,296.00  Government subsidies for “double independent” enterprises

independent” enterprises (&8 F ] ERTHEL

(&8 + | CEBUTHEL

Energy audit award from Beijing 1,485,396.00 Energy audit award from Beijing Energy Conservation and

Energy Conservation and Environmental Protection Centre

Environmental Protection Centre L REBEIR IR DRI BEIRER AT 12D

L REFREIRIR PO BEIRE AT LD

Patent funds of Chaoyang District 251,390.00 Finance Bureau of Chaoyang district — The subsidy for the patent

HEREFIEEL right for hi-tech enterprises, Chao Zhi Fu [2016] No. 11 — Notice
on the Funds for Patented Technology Industrialization Projects
of Chaoyang District in 2016, The Approach of Patent Funds and
Incentives of Chaoyang District, Chao Zheng Fa [2010] No. 8, The
Management Approach of Patent Funds of Beijing
HERTIRE -5 R ENEE B SR dE - HAR
[2016]11 55 — —BRFAG R 2016 FE BN KM E (L IER & A
A BARS IR HF & B K BRI A AN EE (201018 5% ~ LR E A
ABSERIE

Incentives for the implementation of 17,300.00 Incentives for the implementation of intellectual property policies

intellectual property policies MBEEDCREE

03 P 5

Supporting fund for short-term export 52,015.00 Supporting fund for short-term export credit insurance of Beijing

credit insurance Municipal Commission of Commerce

RHEAGRARREXHES IrREBEEeR LN ERARREXHES

Beijing government subsidies for the 430,674.00 Regulations on the Implementation of Project Funds for the

development of foreign trade and Development of Foreign Trade of Beijing, Beijing Municipal

economic cooperation Commission of Commerce’s Notice on the Provision of the

L RINEE R IRAT R B Guidance Funds for the Development of Foreign Trade and
Economic Cooperation and the List of Enterprises Proposed to be
Supported by the Assurance Services Platform
IRmINBERBZBECEREHRMA - IRTREBEESAR
RENLRIMCERRSIEESNMERRE TEREH I FHEES
EHBAN

Subsidies from National Development ~ 3,000,000.00 The Management Approach of Incentives for the Adjustment and

and Reform Commission of Chaoyang

District of Beijing’s in 2015 for

adjustment and exit of the second

batch of pollution enterprises

RS ENZE 2015 FFE 4
SR EFRREMS

Exit of Industrial Polluting Enterprises
TESRACRABRRLEDESCERIE

ERREEERNDBRAE ZE-AFFERS




Section 7

EBLE EESHE

XVI.Explanation on other important matters

(continued)

1. Receipt of government subsidies (continued)

Important Matters

T3 HftbE REIEAYE A ()

1 ESBAEMER @

Item Amount for Source
1HE the year RIRFI{kE
rFEEHE
The Policy of Tianjin Port Free Trade 1,239,961.93  Jin Bao Guan Fa [2015] No. 57
Zone for Facilitating Enterprises R EE[2015]57 9%
Affected by 12 August Incident to
Conduct Self-help
(REBRTR AN EEB 12K KD
ERRAEEBRE NIREEEFR
Y
Stabilizing employment subsidy 167,600.00 Ji Ren She Fa [2015] No. 57
i imak ki B AL [2015])57 5%
Social insurance subsidy 92,930.98 The Approval Form from the Application of Social Insurance by
FHERFERL College Graduates who are employed by the small and medium
enterprises in Langfang City
BRI T /M ﬁ'Jﬁi%FﬁﬁiﬁﬂmmﬁﬁiiEﬁuﬁ% SRERHEL
FEEZRER
Employment subsidy 75,111.72  The Approval Form from the Application of Social Insurance by
FhEMmEL College Graduates who are employed by the small and medium
enterprises in Langfang City
JBB 4 7 R /N F”ﬁ%%ﬁﬁ&%%ﬁﬂmﬁ%%EEﬁuﬁ% SREAHEL
BEZRER
Financial incentives funds for 43,906.00 The Management Approach of Financial Incentives Funds for the
responsive projects Work of Management of Urban Comprehensive Pilots for Beijing
ZEIEEVREEES Electric Power Demand
ERTENTRAUEBRH RS A TV RERE S ERBIE
Financial Incentive Funds for Projects 17,183.00  Notice from Beijing Municipal Commission of Development and
Corresponding to Winter Demand in Reform about the Fourth Batch of Projects for Management of
2015 Urban Comprehenswe Pilots for Beijing Electric Power Demand
2015 F 2 FFKEEIE R VR ER S il:f?‘fﬁ?"‘@ﬂﬂﬂizz SEMAMNEB PRI R ENTE RKAIE RN
e BB MUt E rB A
Total 7,623,764.63 —
&%
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Section 7

XVI.Explanation on other important matters
(continued)

Change in subsidiaries included in the scope of

consolidation during the Reporting Period
None.

The applicable rate of enterprise income tax for
the Company was 25% during the Reporting
Period.

The Audit Committee reviews the financial report
during Reporting Period

The Audit Committee of the Board of the Company has reviewed
and confirmed the financial report of 2016.

The Corporate Governance Practices

The Company has always complied with the Listing Rules of
Shanghai Stock Exchange and The Stock Exchange of Hong Kong
Limited during the Reporting Period.

The Model Code for Securities Transactions by

Directors and Supervisors

During the Reporting Period, the Company has adopted a Model
Code which the standard is not lower than the Model Code for
Securities Transactions set out in Appendix 10 of the Listing Rules
as the code of conduct for Directors and Supervisors’ securities
transactions. After making specific enquiries with all Directors
and Supervisors, the Company confirmed that all Directors and
Supervisors had complied with the requirements as set out in the
Model Code in relation to the securities transactions for the twelve
months ended 31 December 2016.
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Section 7 Important Matters
B EESE

?

XVI.Explanation on other important matters

(continued)
7. Share capital 7>

(1) During the Reporting Period, there was no change in the
total number of shares and shareholding structure of the
Company.

(2)  During the Reporting Period, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the
Company's listed securities.

m
XVIl. Report on Performance of Social Responsibility 1+ BEBETHESEENIT/EER

HttERBEA A 30)

V&N

(1 HmEHA LK@THQ@%@%Z&H&
KSR

2 ®mEPA - ARFRMERFY
BERBE W& HEEERA
RAZ LTRSS o

by the Company
(i) Poverty alleviation measures of the listed (=) L ATH®EIERER
company

"Applicable” "V Not applicable”

D@Em vArEA

(ii) Social responsibility work (D) HEEEIERER

“VApplicable” “[J Not applicable”

Environmental, Social and Governance Report

In 2016, the Company strictly complied with the Labor Laws and
the Articles of Association of the Company and protected the
legal interests of its staff in accordance with the relevant laws. The
Company has established an effective quality control system and
focused on the enhancement of product quality. In the meantime,
we, together with the party, organized different caring activities
to listen to the thoughts of staff and do actual work for staff.
The Company actively participated in the community welfare
activities and made donations to charity in order to make a positive
contribution to the construction of a harmonious society. The
information on the performance of major social responsibilities is as
follows:

1. Environment protection and sustainable development
The Company actively responded to the call of China’s
clean energy policies, actively promoted industrial planning
and the adjustment of product structure, accelerated the
transformation and upgrading of enterprises, and vigorously
explored the natural gas storage and transportation
equipment market. It took the market opportunities brought
by the “coal-to-gas” program to comprehensively improve
the market share of cryogenic gas cylinders, cryogenic tanks
and gas filling stations and actively build the operation model
integrating gas, cylinders and stations. It has made a positive
contribution to China’s energy-saving and emission reduction
and the development of the environmental protection
industry.
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)

1.

Environment protection and sustainable development
(continued)

As a state-owned enterprise in the capital of China, the
Company actively fulfills social responsibility. Beijing
Tianhai has extensive experience in natural gas storage and
transportation equipment and station construction. During
the year, the Company reached cooperation with Beijing
Gas Group Yanging Branch and successfully completed the
work for residential gas supply before winter. The “coal-
to-gas” program was implemented at 15 villages of seven
townships in Yanging District, including Jingzhuang, Jiuxian
and Shenjiaying. Household natural gas can be used for
daily cooking and heating in winter. The “coal-to-gas”
program improved the clean energy utilization ratio in the
district and significantly reduced air pollution, allowing the
public to get tangible benefits. It continued to develop deep
cooperation with Beijing Public Transportation Group to
provide supporting products of LNG cylinders for Beigi Foton
clean energy demonstration buses. The Company’s LNG
products are safely used in the buses in Beijing, and play an
irreplaceable role in the environment control in the capital
and represent a good social image of the Company.

The Company has formulated its “13th Five-Year” strategy
which specifies clear goals and objectives for development,
being transforming from traditional manufacturing
to advanced and intelligent manufacturing, from
manufacturing-based to service-oriented, and from providing
a single product to system solution provider. It will make
effective use of the capital market to promote industrial
restructuring and resource revitalization and pave the way for
mass production of high-end gas storage and transportation
products. In line with the positioning of the core functions
of the capital, the Company took the initiative to relocate
and accelerate its transformation and upgrading. It partnered
with Nanjing Bibo Industry and Trade Co., Ltd., a private
enterprise, to establish Jiangsu Tianhai Special Equipment
Co., Ltd., in order to combine the brand advantage, quality
advantage and technology advantage of Tianhai Industry
with the regional advantage and cost advantage of Nanjing
Bibo, which signals that the Company’s pace to realize
strategic transformation and upgrading and accelerate
reform has entered a new stage. In addition, the relocation of
the production lines of Beijing Tianhai and its subsidiaries has
achieved steady progress.
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Section 7

R ]

Important Matters

EREH

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)

1.

1.1

Environment protection and sustainable development
(continued)

Sound Environmental Management System

The major products of the Company are: liquefied natural
gas (LNG) cylinders for vehicles, compressed natural gas
(CNG) cylinders for vehicles, seamless steel gas cylinders, steel
welded gas cylinders, welded insulated cylinders, carbon fiber
full-winding compound gas cylinders, plate-type asbestos-
free acetylene cylinders, 1SO tank containers, aluminum liner
carbon fiber full-winding gas cylinders for fuel cells, as well
as cryogenic tanks and LNG filling station equipment, etc.
The Company designs and manufactures in strict compliance
with relevant environmental protection and pollutant
emission laws and regulations and industry standards of
the PRC, its place of operation and the gas filling industry,
such as 1SO14001:2004, The Requirements of Environmental
Management System and User’s Guide, OHSAS18001:2007
Occupational Health and Safety Management System:
Standards, etc. Based on these, the Company has established
the environmental management system and procedures,
such as the Environmental and Occupational Health and
Safety Management System Procedures, the Environmental
Factors Identification and Evaluation Form and List of
Important Environmental Factors, and the Solid Waste List.
The Company has also set up the Safety and Environmental
Department and developed the Energy Saving and Emission
Reduction Steering Group to provide staff with trainings
on the knowledge of environmental protection in order to
enhance their environmental protection awareness, and
supervise and manage the environmental protection related
work focusing on energy saving and emission reduction
to manage the environmental factors and waste emission
and hence ensure the Company's orderly production and
operation.
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)

1.

1.2

Environment protection and sustainable development
(continued)

Project Construction Management

At the beginning stage of project construction, the Company
refers to the government'’s industry policies and identifies the
processes and emission-generating segments. The Company
engages environmental assessment companies to assessment
the environment, sets up treatment equipment for possible
emission and applies to relevant government departments
for total emission indicators. Only after meeting the local
emission standards and obtaining local approval regarding
environmental assessment can the project construction
be carried out. After project completion, the acceptance
on environmental assessment is needed. After obtaining
acceptance, mass production is permitted and subject
to the supervision of local environmental departments.
Meanwhile, in accordance with the system requirements
of the Company’s ISO14001:2004 The Requirements of
Environmental Management System and User’s Guide,
the Company carries out thorough checking and testing
to control emission and conducts planning for water and
soil conservation so as to meet the local governments’
requirements.

Proper Treatment of Waste

The waste generated from production and daily operation
of the Company is treated in strict compliance with the local
governments’ Solid Waste Management Solution. The waste
is classified for collection and treatment within the Company.
Domestic waste is transferred to municipal departments for
treatment and the Company entrusts qualified units with
permits from environmental departments of the government
with the treatment of hazardous waste. In the meantime,
the Company has issued the Notice on Strengthening
Environmental Protection Work requiring various segments,
including technical, supply, sales, equipment, production,
etc. to formulate standards, enhance communication and
reduce hazardous waste from sources.
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Important Matters

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
Protection of employees’ interests

2.

2.1

Emphasis on the protection of employee rights
The labor union completely fulfils its function to
represent the interests of employees. Representatives
of the labor union and employees participate in
formulating, revising or deciding rules or systems
related to work compensation which directly involve
the interests of the employees and other important
matters; the Company has assiduously implemented
the “Rules and Regulations of the Labor Contract
Law” and entered into a “Collective Contract” for
the year to further clarify the interests and rights of
the employees. It adopted reasonable advices in the
form of corporate newspaper and advice box, listened
to the opinions and suggestions of the staff and
workers and accepted supervision by employees. In
2016, the Company twice amended the details rules
for the employee management rules, which has been
approved at the staff representative meeting.

The Company has intensified labor protection to
safeguard the safety and health of its employees.
Under the guideline of “safety first, precaution
crucial”, the Company has established and improved
the life safety-focused safe production responsibility
system and material technology support system to
protect the interest of the employees. In order to
protect the health of its employees, the Company
provided physical examination for all the servicing
employees and occupational health examination to
the employees taking dangerous work, as well as
pre-service health examination and off-job health
examination to employees who contact occupational
hazard factors.

The Company has been actively protecting the rights
and interests of off-farm workers. Most of off-farm
workers of the Company have worked for rather long
time in the Company and have become key persons in
the production posts. All of the workers have signed
labour contract with the Company. The Company pays
various insurance for them according to regulations.
The Company has not delayed any payment for the
salaries of the off-farm workers. All salaries are paid on
time and in right amount to the personal bank card of
the workers every month.

In accordance with laws, regulations and rules, the
Company participates in pension and social insurances
such as medical, unemployment, work injuries and
pregnancy insurances etc and housing fund. The
Company pays the social insurance fees on time,
fulfils the fees payments obligations on behalf of the
employees, discloses the payment of social insurance
fees every month and accepts the supervision of the
employees.

m Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
2. Protection of employees’ interests (continued)

2.2

2.3

2.4

Emphasis on staff training

In the training of employees, the Company has
established an effective training mechanism and
carried out trainings on staff quality and special skills.
Since the beginning of the year, the Company has
organized another mentorship program, with a total
of 16 pairs of master and apprentice formed. Based
on the platform of enterprise-school cooperation,
the Company continuously provides professional
technicians to the front line of production and its
technical expert team is increasingly enlarged. The
Company has formulated a rewarding system toward
the employees who obtained technical grades,
which greatly motivated the passion of frontline
employees to learn techniques and increase abilities.
The Company actively constructed the platform for its
employees to realize their own value and organized
welder skills contest within the Company and the
job exercising and skill competition activities in the
affiliated company. In order to meet the innovation
and development requirements from the LNG market
in which the Company’s new products were promoted
and do better in identifying, developing and reserve of
skillful talents in weld, the Company held the second
session “Tianhai Cup” Welder Skill Contest so as to set
up a platform for our staffs to display their talents and
inspired their work enthusiasm.

Colorful cultural activities and life for employees
Active organization of cultural and sport activities
strengthens the cultural construction of the company.
During the year, the Company organized various
cultural and sport activities according to the corporate
features and its employees’ demands in different time.
It provided a pool room to employees and held the first
billiards game. It also established a reading from for
production staff and a mommy’s room, classroom and
chairman room were set up by the labour union this
year, which had innovations in the form and content
of activities. Through these activities, the Company
better met the increasing spirit demands of employees,
built an up-beat environment and the employees were
encouraged to accept difficulties and challenges and
became more motivated, cohesive and inspired.

Public welfare and caring

In 2016, in the activity of “Communist party members
show love” and through the wide propaganda
and organization of various levels of the party
organizations, the communist party members, activists
and other people made 400 donations which raised
RMB14,270.
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Section 7
ELE

Important Matters

EREH

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
2. Protection of employees’ interests (continued)

2.4

Public welfare and caring (continued)

The Company takes care of the livelihood of its staff
and creates a harmonious atmosphere. The Company
continued on “heart-warming” activities, personally
visited model workers, overseas Chinese, retired
executives and employees with difficulties or serious
illness. In 2016, the Company made 121 family visits
and 92 hardship grants with total amount of grants
provided of RMB41 thousand. The Company organized
“Jingcheng learning-assistance” activity under the
call of the government, and issued RMB9,000 to each
of the nine employees who have children entering
university, showing our encouragement to children’s
education and eased their actual difficulties.

3. Personnel Management

3.1

3.2

Employment and Promotion

The human resources department of the Company
implements unified personnel planning and
recruitment selection. It compared the research results
of staffing needs with current staff, and formulated
the Personnel Planning and Recruitment Plan
accordingly. It selects talents by various means such
as online recruitment, campus recruitment, large-scale
recruitment, fairs. Also, it screens and hires external
candidates by comprehensive capability evaluation
with reference to the job requirements and working
standards of positions.

The Company regards its staff as its most important
asset. The Company is committed to providing
employees with a fair and good working environment
and room for personal development. In the process
of promotion, we offer fair opportunities to each
employee, uphold the impartial attitude and issue
promotion announcement for the staff to be promoted
in order to ensure the fairness and openness of
promotion and that our staff enjoy fair remuneration
and benefits.

Remuneration Policy

The Company implements a diversified remuneration
system with job performance salary as the main body.
Based on fixed job positions, the job performance
salary determines the relative value of the position
by position evaluation, and determines the salary
level with reference to the labour market price level
in order to ensure both the internal and external
fairness of remuneration. On this basis, we implement
a diversified remuneration policy with hierarchical
classification in accordance with the staff’s differences
in work nature: technical grade assessment and
technical innovation incentive measures for technical
staff, sales performance commission measures for
marketing staff, piece-rate salary system for basic
production workers and annual salary system for the
senior management.
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
3. Personnel Management (continued)

3.3

3.4

Incentive Policy

To enhance the work enthusiasm and innovation
ability of the staff, the Company has established a
diversified incentive mechanism by setting up awards
and honorary titles such as Management Innovation
Award, Technical Innovation Award, QC Achievement
Award, Year-end Award, Top Ten Pacesetters, Expert,
Advanced Working Group, etc. The award-winning
staff members are given certain material incentives.

Labour Standards

All work is voluntary rather than the use of forced
labour, indebted labour, labour bound by contracts or
involuntary prison labour. All employees are entitled
to resign freely upon providing reasonable notice to
the Company. The Company does not allow child
labour to work in any workplaces. “Child labour”
refers to labour who are under the age of 16 (or the
age prohibited by laws). The number of working hours
does not exceed the local legal maximum working
hours to ensure that our employees get enough rest.

The Company does not take into account one’s
ethnicity, colour of skin, age, gender, sexual
orientation, race, disability, pregnancy, faith, political
faction, union membership or marital status in
employment and hiring practices such as promotion,
rewards, trainings and demotion. All staff are not
forced to work nor discriminated illegally.
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Section 7
ELE

Important Matters

EREH

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
4, Production, Supply and Sales Management

4.1

4.2

Safe Production

Based on the people-oriented principle, the Company
implements the Safe Production Law of the People’s
Republic of China, Safe Production Regulations of
local governments and specific requirements on safe
production. The Company has established the Safe
Production Management System and Safe Production
Contingency Plan with 72 guidelines in order to
implement the system in real work.

In respect of safe production, “Single Position, Double
Responsibilities; the Party and the Government are
Both Responsible”, the Company has established
the safe production responsibility system for various
levels and various position of staff members, and
in the beginning of every year, the Letter of Safe
Production Responsibility is signed by them such that
the safety responsibility falls on each employee. In
accordance with the requirements of safety control
standardization, the Company self-examines and
rectifies the Company’s safe production and hence
the Company and its subsidiaries received the Safety
Standardization Level 1 — Level 3 certificates to
further foster safe production. Taking preventive
measures ahead of danger, the Company carries out
identification of sources of danger and formulates
specific measures in the beginning of every year
according to the requirements of OHSAS18001:2007
Occupational Health and Safety Management System:
Standards. In accordance with “One Enterprise One
Standard, One Position One Lsit”, the Company
investigates and manages potential safety risks, carries
out monthly summary and analysis and implements the
rectification work. The Company organizes the safety
month activities and “119"” emergency drills to equip
the staff with the ability to deal with emergencies so
as to avoid severe injury or accidents and minimize the
occurrence of minor injury in the Company.

Occupational Hazard Protection

During project construction, the Company identifies
the process and sets up treatment and protection
equipment for processes which generate occupational
hazards such as dust, noise, benzene, welding smoke
and dust, etc. It also carries out pre-evaluation and
control evaluation regarding safe production and
occupational health for the project such that it meets
the requirements of occupational health. Operational
staff members are equipped with labour protection
supplies that are anti-dust, anti-virus and anti-
noise. The Company conducts checking, testing and
evaluation on the factors of occupational hazard in the
operational site every year and arranges pre-job, on-
the-job and post-job body checks for employees who
are exposed to and engages in jobs that are exposed to
the factors of occupational hazard in order to protect
their health.

m Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
4, Production, Supply and Sales Management (continued)

4.3

4.4

4.5

Safety Education and Training

The Company provides newly joined staff with
company-level, factory-level and team-level safety
education. They are qualified to work after passing
the examination. The Company provides all staff
with safety education so as to develop their safety
awareness and ability to identify sources of danger,
and enhance their protection ability. It provides
middle-level and above staff with education on safety
and environmental protection regulations such that
they know the laws, understand the laws and respect
the laws during the implementation of work. It
provides team leaders with safety education such that
government regulations and the Company’s system
can be correctly transferred from the superior to
subordinates and that they can lead the employees to
enhance protection ability. It provides employees who
are exposed to occupational hazards with occupational
disease prevention knowledge trainings in order to
raise their self-awareness to comply with regulations
and requirements. The Company’s major persons in
charge, supervisory persons in charge and persons in
charge of the safety department are the professional
safety personnel who participated in professional
trainings held by higher-level departments and
government organizations and obtained certificates.

Operation Procedure Training

The Company provides employees of the operational
sites with trainings on safe operational procedures and
positional (process) standardization so that employees
can carry out operation safely and correctly. New
employees receive one-to-one training from master by
way of apprenticeship. When there are new materials,
new equipment, new technology and new process,
the Company’s equipment department, technical
department and relevant parties provide employees
who are related to the “Four New"” with “Four New
Education”.

Emergency Rescue

For better prevention, control and proper handling
of potential accidents or emergencies, as well
as minimization of the impact of the accidents,
the Company has formulated regulations for
the preparatory work and response measures of
emergency rescue in terms of preventive warnings,
emergency handling, emergency protection, etc.
The Company also mobilizes production line staff to
form a voluntary fire brigade during the safety month
activities and “119"” and carries out emergency drills to
develop their ability to deal with emergencies.
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Section 7
ELE

Important Matters

EREH

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
4, Production, Supply and Sales Management (continued)

4.6

Supply Chain Management

The materials that the Company has to procure during
the production and operation process include: major
materials such as steel plate, aluminum plate, steel
pipe, valve and meter, outsourced processing part,
all kinds of joint, non-metallic materials, etc. and the
procurement of various kinds of auxiliary materials. In
order to standardize the procurement of materials and
ensure the incorruptible nature and efficient operation
of the procurement of materials, the Company has
developed the materials procurement management
system and classified the procurement of materials into
three ways: tendering procurement, price comparison
procurement and bargaining procurement.

Main scope of tendering procurement: engineering
projects and civil projects which are of value higher
than RMBO0.2 million need to be proceeded with
selected tendering and comprehensive tendering and
projects which are of value exceeding RMB1 million
need to be proceeded with public tendering; network
construction projects with the estimated price of a
single contract higher than RMBO0.2 million; service
and consulting type with the estimated price of a
single contract higher than RMBO0.2 million; equipment
and facility type with the estimated price of a single
contract higher than RMBO0.2 million; the procurement
of materials is carried out by tendering according to
the List of Materials for Tendering designated by the
Company. The tendering procurement procedures are
carried out according to the tendering management
system designated by the Company. Price comparison
procurement is applicable when the material is
not included in the List of Materials for Tendering
and there are various qualified suppliers, and price
comparison is needed for the procurement. Bargaining
procurement is mainly for the procurement of
materials when there is only one qualified supplier.

For the establishment of a standardized supplier entry
mechanism with reasonable procedures and orderly
competition and the formation of a reliable supplier
services network, the Company has formulated the
supplier development and evaluation control program
to ensure that the suppliers included meet our
product requirements in terms of qualification and
reputation, supply performance, supply capability,
quality assurance and price system. The Company
conducts evaluation and assessment on the supply
services provided by the shortlisted suppliers to ensure
a healthy and orderly supply chain with continuous
improvement.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 7

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
4, Production, Supply and Sales Management (continued)

4.7

4.8

Customer Services

To enhance the connection with customers and
understand customers’ needs timely, the Company has
established an after-sales system and set up an after-
sales department to provide customers with services in
the aspects of packaging guidance, repair, information
consultation, complaint, etc. When the after-sales
department receives a call from the customer, firstly,
the customer’s information is recorded and then the
preliminary handling approach is determined based
on the content of the complaint and simple guidance
on repair is provided on the phone. Those cases
which cannot be dealt with on the phone are handled
with the corresponding handling procedures in
accordance with the Company’s regulations. After the
completion of each after-sales handling, the problem
situation, handling results, responsible department
and responsible person, preventive and corrective
measures, etc. are recorded.

Product Quality

The Company has obtained the ISO14001:2004 and
OHSAS18001:1999 certificates for Environmental and
Occupational Health and Safety Management System.
In 2000, the Company obtained the 1ISO9001:1994
Quality Management System certification for the first
time. Following the Company’s development of CNG
and LNG products for vehicles, it obtained the ISO/
TS16949:2002 certificate in April 2007. All products
have obtained the pressure vessel manufacturing
permit issued by AQSIQ.

The implementation and operation of the
three systems namely 1SO9001, ISO14001 and
OHSMS18001 will enable the Company to establish
a scientific and effective risk control system in
terms of the management of quality, environment
and occupational health and safety, which creates
good economic benefits for itself and makes due
contributions for social responsibility at the same time.

Important Matters
EtE BESE

Tt BEBRETHEETMNIESR
(#&)
(D) EEEEIEER @
4. EHEEEER(E)

47 BPR
2 i

i
0 3
T
T

HSHME
-

aiF TV Kt g
LTSN
SEE I TR
S 348 e
pra=b
- S R
- BN
T IS o - -

=
o
T

W

S W B - Od RS R
0% NI 558

uk
- IR
. g*w:m .

I 2K 78 188 A} e i A N Y M0

S+
of _m

0
o

_@_

{1
DS Yoy s

o Il @i &\ o @y o

81 5%
e
I 2 4 i

=
A

2 TR TR A S B B

s

B 1 G 3 A D 00 B B O 3 bk U e

FE Sl B

i
A
pil

&5 XA 3 7 O ol 0% i S IS 4R

i mh

W
SR>
' =

A

48 EME=E
AFIEEF1S014001:2004
FMOHSAS18001:1999 I8
REANBERRELEEIRE
HEE o 7220004 HIXEL
£1509001:1994 4 & & 12
BEAE-BEQAAEM
CNG * LNG E & H) 5 2 -
#2007 F 4 A BB TI1SO/

X;

TS16949: zooza’ééo £l
EnBHERESEERERE
%ﬁé%ﬁﬁfﬁ%%%&ﬁé
A o

[SO9001 * 1SO14001 F1
OHSMS18001 =& — & %

WEMLﬁhﬁ AEE

CIRBMBEREL R
%@EE B EMHERE
MHE R TAEE S 0 458
FAERFHNEENE
[ B b, A 4 & B (i R
BRER -

ERFHEERDBRAF

SR



Section 7
ELE

Important Matters

EREH

XVII. Report on Performance of Social Responsibility

by the Company (continued)
(ii) Social responsibility work (continued)
4, Production, Supply and Sales Management (continued)

4.9

Operating Business Honestly

The Company and its subsidiaries have always attached
great importance to resisting corruption and operating
business honestly, and have formulated regulations
and systems for combating corruption and fostering
incorruptibility. Senior management are required
to participate in trainings on intergrity education.
Senior management, cadre personnel, personnel
who have the business disposal rights and party
branch secretaries are required to sign the “Letter
of Responsibility for Construction of Incorruptibility”
every year. Cadre personnel and personnel who have
the business disposal rights are required to join the
work meetings for the construction of incorruptibility
every year and they are given integrity education by
the personnel of Supreme People’s Procuratorate.
An inspection team is specifically established for
the annual inspection of the incorruptibility of the
Company’s departments and subsidiaries.

(iii) Description on the environment protection of
the Company and its subsidiaries falling under
key sewage emission entities announced by the
environment protection authorities of the PRC

(v)

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Other descriptions
“[0J Applicable”  “v Not applicable”
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Section 7

XVIIIl. Convertible bonds of the Company

(i)

(i)

(iii)

(iv)

(v)

(vi)

Issue of convertible bonds
"0 Applicable”  “v Not applicable”

Holders of convertible bonds and guarantors
during the Reporting Period
"0 Applicable”  “v Not applicable”

Changes in convertible bonds during the
Reporting Period
"0 Applicable”  “v Not applicable”

Conversion into shares from convertible bonds during the Reporting
Period

"0 Applicable”  “v Not applicable”

Adjustments to conversion price of convertible
bonds

"0 Applicable”  “v Not applicable”

Liabilities, change in credit rating and cash
arrangement for repayment of the Company in
the next year

"0 Applicable”  “v Not applicable”

Other information on convertible bonds
"0 Applicable” “v Not applicable”

Important Matters
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Section 8 Changes in Ordinary Shares and Information of Shareholders

FN\E ZERROZBRRRER

I.  Changes in ordinary shares

(i) Statement of changes in ordinary shares
1. Statement of changes in ordinary shares
There was no change in the total number of ordinary shares
and structure of share capital of the Company during the
Reporting Period.

2. Explanation on the changes in ordinary shares
" Applicable” “v Not applicable”

3. Effect of changes in ordinary shares on financial
indicators such as earnings per share and net assets per
share for the most recent year and most recent period
(if any)

“CApplicable” “v Not applicable”

4, Other disclosure deemed necessary by the Company or
required by securities regulatory authorities
“CApplicable” “v Not applicable”

(ii) Changes in trade-restricted shares
“CApplicable” “v Not applicable”

Il. Issuance and listing of securities
(i) Issuance of securities during the Reporting

Period
“[JApplicable” “v Not applicable”

Description of securities issued during the Reporting Period (please
specify the bonds with different interest rates during their duration):

“[Applicable” “v Not applicable”

(ii) Changes in the total number of ordinary shares
of the Company and shareholders’ structure and
changes in the asset and liability structure of the
Company
“JApplicable” “v Not applicable”

(iii) Existing internal employee shares
“[Applicable” “v Not applicable”
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Section 8 Changes in Ordinary Shares and Information of Shareholders

lll. Shareholders and beneficial controllers

()

(i)

Total numbers of shareholders

Total number of ordinary shareholders as at the end of the
Reporting Period

B REAREBRERAE(P)

Total number of ordinary shareholders as at the end of the
month preceding the date of publication of annual report

FEBRERBEAN L—ARNEBRRFEE(F)

Total number of shareholders of preference shares with restored
~voting right as at the end of the Reporting Period

RS HARFRORERE B R REB()

Total number of shareholders of preference shares with restored

voting right as at the end of the month preceding the date of
publication of annual report

FEREHERA E— ARKRIBRENELBBEREH(F)

Shareholding of top ten shareholders, top ten

FN\H TERROZBRRRER

= RERMEBEZESIABR
(=) RRAH

30,260, including 30,194 holders of A shares,
66 holders of H shares

30,260 * EAAJRARE 30,194 F -
H &A% 3 66 =
23,121

(D) BEREHRATBRE Al
TE&RBRR (SHERERMTR

shareholders of urculatmg shares (or holders of =) EBERERE
shares not subject to trading moratorium) as at
end of the Reporting Period
Unit: share
Bl R
Shareholding of top ten shareholders
AT+ ERREFRER
Increase/ Number Number Pledged or frozen
decrease  of shares of shares ERGRERR
during the held at held subject
Name of shareholder Reporting  the end of to selling Share Shareholder(s)
(full name) Period  the period Percentage (%) restrictions status Number Nature
SERRE
KRA%(28) BEORER  BAEREE Hh(%) HiRHEUE BaE HE RE#E
Beijing Jingcheng Machinery Electric ~ JtRRAESRREREEAT 2115052 182,735,052 330 0 None 0 State-owned
Holding Co,, Ltd. & egal-person
BREA
HKSCC NOMINEES LIMITED HKSCC NOMINEES LIMITED 62,000 99,217,200 2351 0 Unknown - Unknown
A Evil
Wang Xuel IEH 900,034 900,034 021 0 Unknown - Unknown
A7 A
He Yong EE 354,300 892,000 0.21 0 Unknown - Unknown
A AA
Lou Meiyu 211 850,000 850,000 0.20 0 Unknown - Unknown
AA Evil
Chen Huannan FEl 711,35 711,355 0.17 0 Unknown - Unknown
A A
Chen Mei ig 700913 700913 017 0 Unknown - Unknown
A AA
Liu Shuizhen Ak 138,500 696,000 0.16 0 Unknown - Unknown
AA Evil
Zang Boxiong Ak 493,200 670,000 0.16 0 Unknown - Unknown
A A
Zeng Youguan BiS 41,018,874 665,700 0.16 0 Unknown - Unknown
A AR

ERFTHEERDERAIT T FFERS



Section 8 Changes in Ordinary Shares and Information of Shareholders

AN

ERRBROZHRBREER

Shareholders and beneficial controllers

(continued)
Particulars of top ten holders of shares not subject to trading moratorium

A+ BERERFRRIFRER

FBRERMERIEZEHAER @)

Number of tradable Class and number of shares
shares held not subject RAEERYE
Name of shareholder to selling restrictions  Type Number
RRER HRERERE EE g8
RERNEE

Beiling Jingcheng Machinery Electric Holding Co., Ltd. St REHEEEREREEAT 182,735,052 Ordinary shares denominated in RMB 182,735,052
NRBERR

HKSCC NOMINEES LIMITED HKSCC NOMINEES LIMITED 99,217,200 Overseas listed foreign shares 99,217,200
SEoh EmONER

Wang Xueli IE7 900,034 Ordinary shares denominated in RMB 900,034
NRBERR

He Yong BE 892,000 Ordinary shares denominated in RMB 892,000
NRBERR

Lou Meiyu 2%3 850,000  Ordinary shares denominated in RMB 850,000
NRBERER

Chen Huannan REE 711,355 Ordinary shares denominated in RMB 711,355
NRBERER

Chen Mei FRig 700,913 Ordinary shares denominated in RMB 700,913
ARBERER

Liu Shuizhen fka 696,000 Ordinary shares denominated in RMB 696,000
NRBERER

Zang Boxiong g i 670,000 Ordinary shares denominated in RMB 670,000
ARBLRER

Zeng Youquan BER 665,700 Ordinary shares denominated in RMB 665,700
ARBLRER

Explanation on the relationship or acting in concert
among the aforesaid shareholders

As of the Reporting Period, shares subject to trading moratorium held by the Company were all
listed for circulation in the market. The Company is not aware of any connected relationship among

LiRRR

Explanation on shareholders of preference shares with

the aforesaid shareholders, nor is the Company aware of any parties acting in concert as defined
in Measures for Management on Information Disclosure of Changes in Shareholdings of Listed
Company's Shareholders.

L e GEEE

restoration of voting rights and their shareholding

FRENENBRRRE REREENHA TER
Description:
(1 Among the top ten shareholders of the Company, Beijing Jingcheng

(2)

Machinery Electric Holding Co., Ltd. is the controlling shareholder of
the Company.

HKSCC Nominees Limited held H Shares on behalf of its clients and
the Company has not received notification from HKSCC Nominees
Limited that any of the single clients has held more than 5% of the
total share capital of the Company.

Save as disclosed above, the Directors have not been informed
that any persons (neither Directors nor chief executives) who have
interests and short positions in the shares and underlying shares of
the Company which would fall to be disclosed under the provisions
of Divisions 2 and 3 of Part XV of the SFO or to be recorded in the
designated register required to be kept by the Company under Section
336 of the SFO.

Purchase, sale or redemption of the Company’s listed shares

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed shares during the reporting
period.

Pre-emptive rights

There is no provision for pre-emptive rights under the laws of the PRC
and the Articles of Association of the Company

Convertible securities, options, warrants or other similar rights

As at 31 December, 2016, the Company did not issue any convertible
securities, options, warrants or any other similar rights.

Top ten holders of shares subject to selling restriction and

condit

"LJAp

ions

plicable” “v Not applicable”
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Section 8 Changes in Ordinary Shares and Information of Shareholders
SN BERROZBRRRER

lll. Shareholders and beneficial controllers =~ RERMEBREHAER 6@
(continued)
(iii) Strategic investors or general legal persons who (Z)ERBEER—REARME
have become one of the top ten shareholders as FRRBATERER
a result of the placing of new shares
“[JApplicable” “v Not applicable” O@EA vrEs
IV. Controlling shareholders and beneficial g~ R R R KR ERESAER
controller
(i) Controlling shareholder (—) ERREER
1.  Legal person 1 EA
“VApplicable” “[JNot applicable” VEER 0T #EA
Name Beijing Jingcheng Machinery Electric Holding Co., Ltd.
=18 TREHEEEREREERA
The person in charge of the unit or Ren Yaguang
legal representative FEx
BRNABASEERERA
Date of establishment 8 September 1997
Dava=E:i 199749 A8 H
Principal businesses Within the scope of authorization, management of state-owned assets;
BREE management of equities; external fundraising and investment. The Company

has six major business sectors including numerical control machine,
engineering machine, storage and transportation of gas, environment
protection industry, new energy and thermal power generation. It has six
business units including logistics industry, hydraulic industry, switch industry,
printing machine, electrical machine industry and electric wires and cables.
It combines engineering design, product development, manufacture of
equipment and technical service together, provides high quality professional
integrated mechanics and electrics equipment and services to industrial
fields such as electricity, metallurgy, shipping, transportation, engineering
construction, manufacture of machines and aerospace.
RENNBEEELLERE  ER(BE) KL  H\RE  RE - TR
B ER - IR, - REBRE  RREZX MR - ANBEFAARER
R - IRESR  REBESR  WHES  HIREM  SREE BRIEES
NAEBET - RITIER  EmfE  REBERENRMRG L2 /8
77ad - MM B TIRER - MMERE  MEMARSZETREER
HEESNTERE B RBERR

Shareholdings in other domestic and None
overseas listed companies of which £
it has holding rights and joint-stocks
during the Reporting Period

s AR 2 AR H B MR AN -

MRAERIEF R
Other matters None
H BN =
2. Natural person 2 BRA N
“[Applicable” “v Not applicable” @A v AER
3. Special description concerning no controlling 3 RATFEZRBRE R 5
shareholder of the Company an B N
“[Applicable” “v Not applicable” O@Em vV AER
4.  Index and date of changes of controlling shareholder of 4 HEHRERBRRZBERERRS
the Company during the Reporting Period EiEﬁE .
“[Applicable” “v Not applicable” O@Em v rEs

ERREEERNDBRAE ZEB-RFFERE
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Section 8 Changes in Ordinary Shares and Information of Shareholders
FN\E EBRRROZBRERER

IV. Controlling shareholders and beneficial g~ R IRSR R ERZEHAER
controller (continued)
(i) Controlling shareholder (continued) (—) ERBREER @
5.  Ownership and controlling relationship between the 5 AREERBRRZENEERE
Company and controlling shareholder HIBER N S EE
“VApplicable” “[INot applicable” Vil O @A

State-owned Assets Supervision and Administration
Commission of People’s Government of Beijing
Municipality
ETETARBRBEEEEEEEERES

100%
\

Beijing State-owned Capital
Operation and Management Centre
tREFEREEEEHL

100%

\/

Beijing Jingcheng Machinery
Electric Holding Co., Ltd.
TRFEHBEEREREELR

43.30%

\ 4

Beijing Jingcheng Machinery
Electric Company Limited
T RFEHBERBERAAE

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 8 Changes in Ordinary Shares and Information of Shareholders

IV. Controlling shareholders and beneficial

controller (continued)
(ii) Information on beneficial controller

1.

Legal person
"[JApplicable” “v Not applicable”

Natural person
“CApplicable” “v Not applicable”

Special description concerning no beneficial controller
of the Company
“CApplicable” “v Not applicable”

Index and date of changes of beneficial controller of
the Company during the Reporting Period
“CApplicable” “v Not applicable”

Ownership and controlling relationship between the
Company and beneficial controller
“CApplicable” “v Not applicable”

Beneficial controller exercises control over the
Company through trust or other asset management
plan

"[JApplicable” “v Not applicable”

(iii) Other information on controlling shareholder
and beneficial controller
“[Applicable” “v Not applicable”

V. Other legal person shareholders with 10% or

more shareholding
“[Applicable” “v Not applicable”

VI. Description of restrictions in reduction of

shareholding
“JApplicable” “v Not applicable”

FN\H TERROZBRRRER

/9 ERIRR R ERESARR
(Z) BREHAER

1 EA
(3EA VT EA
2 BAA

@R v AEs

3 RATFEEREZEFABRNE
L]
O@Em VAER

4 BREPAEBREFHAZEBRRE
s R B4
O@Em VAER

5 DNAEBRENAZEHNEER
EHRRN T ER
O@E/m vV AERs

6 HBEREEIABBEREIAHMEE
EEFNEHDA

D@Em vAEs

() ERRRERERZHARLME
I
D@Em vAEs

FEMERERD 2T R E/DE
ARR

O@Em v AER

N~ BRAD BRBURIF B a5 AR

ERREEERNDBRAE ZEB-RFFERE
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Section 9 Information about Preference Shares
ENE BEREBEBER

“[JApplicable” “v Not applicable” A v AER
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
FTH 55 -EZ SREEASNEIRR

Change of shareholding and remuneration

(i) Change in shareholding and remuneration of
current and the resigned Directors, Supervisors
and Senior Management Officers during the

— FRE R RMER
(D RERBEHABIES B
ENEREBABRREDR
HEER

Reporting Period
"V Applicable” “[INot applicable”

Vigs OER

Total

Total  remuneration

remuneration receivable
before tax fromthe  Whether receiving
Number of received fromthe  Shareholders  compensation
sharesheld at  Number of shares ~ Change in the Company during duringthe  from related
Dateof  Dateofexpiryof ~ thebeginning  held attheend number of shares Reason  he Reporting Reporting ~ parties of the
Name Position (note) Gender  Age appointment office  of the year ofthe year ~ held in the year for change Period (RMBO'000) Period  Company or not

bl

EERRH NEERNRE  SERERER RAEN
i3 BE (@) I RHEnES FHALRE  FDRRR FRERE BH29E  ENRERR  GMEE(ET)  BOEEER  EEGEDEM
Wang un Chaiman Nde 45 51211 20170625 0 0 0 - 0 ETL] Yes
iE 25 # &
Chen Changge Evecutive Director, General Manager Male 1 20151211 2017.06.25 0 0 0 . 1858 0 No
R&E EGEERE i i
Lilunje Brecutve Director Mee 38 2014.06.26 2017.06.25 0 0 0 - 858 0 No
A gz E: z
Du Yuer Executve Director Nde 57 51211 20170625 0 0 0 - 0 6149 Yes
iEE iz 3 2
Xia Zhonghua Non-executive Director Male 5 20140626 2017.06.25 0 0 0 _ 0 4109 Yes
Ehz HHE E: £
Jin Chunyy Non-executive Director femde 45 2015.06.00 2017.06.09 0 0 0 — 0 381 Yos
£ FifrEs X ®
fu Hongquan Non-executive Director Male 5 2015.06.00 2017.06.09 0 0 0 - 0 3708 Yes
fER HES E B
Wu'Yan Independen non-executive Director femde g9 20140626 2017.06.25 B0 3001 0 - 6 0 No
R BUHNES z %
LiuNing Independen non-executive Director Male 58 2014,06.26 2017.0625 0 0 0 — 6 0 No
2 BUHIES 2 x
Yang Xiaohui Independent non-executive Director Male I 20140626 2017.0625 0 0 0 _ 6 0 No
fiRR BUES E z
Fan Yong Independen non-executive Director Male I 20140626 2017.0625 0 0 0 _ 6 0 No
4z BUES % x
Chang Yun Chairman of the Supenisory Committee femae g 2015.06.09 2017.06.09 0 0 0 - 0 318 Yes
] B I 2
LiuZhe Supenisor femde 3 20151210 20170609 0 0 0 - 83 0 No
3 - 7
Wang Yiging Supenisor M 4 2015.01.04 2017.06.09 0 0 0 - 3968 0 No
13 £ 2
Luan Jie Secretary to the Board Male 3 20161118 2017.06.25 0 0 0 _ 787 0 No
Jang Ch Chiefaccounant femde 4 2140626 20170625 0 0 0 - 383 0 o
= #8316 % 3
shifenguien Chief Engineer Mie 46 0151023 2070625 0 0 0 - 174 0 o
REX a1Re E B
Totd &3t / / / / / 43001 3001 0 / 3128 2619 /

ERFHEERDBRAR
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
T 5 -EZ SREEASNEIRR

I.  Change of shareholding and remuneration
(continued)

Change in shareholding and remuneration of

current and the resigned Directors, Supervisors

and Senior Management Officers during the

Reporting Period (continued)

()

Note:

(M

)

The remuneration of Luan Jie is the aggregate amount for two
months.

The remuneration of other Directors, Supervisors and chief executives
is the aggregate amount for 12 months.

During the Reporting Period, no Directors, Supervisors and chief
executives were granted any incentive shares by the Company.

Save as disclosed above, as at 31 December 2016, none of the
directors, supervisors or chief executives of the Company nor their
respective associates, had any interests in the shares of the Company
or any of its associated corporations (within the meaning of Part XV of
the SFO) and none of the directors or supervisors, or their respective
spouses or children under the age of 18, had any right to subscribe for
the securities of the Company, or had exercised any such rights.

Save as those set out in the register required to be maintained by
directors and supervisors under the SFO of Hong Kong, during the
year, the Company did not engage in any arrangement which would
enable the directors or supervisors of the Company or any other
corporation to acquire any interest in any shares or debt securities of
the Company, nor did the directors or supervisors had any interest
which was required to be recorded in the register under the SFO.

Save as disclosed above, as at 31 December 2016, none of the
directors, supervisors or chief executives of the Company nor their
respective associates, had any interests and short positions in the
shares, underlying shares and 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 of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they have taken, or deemed to have taken under such
provisions), or which were required, pursuant to section 352 of the
SFO, to be entered in the register required to be kept therein, or which
were required pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies in the Listing Rules to be notified to
the Company and the Stock Exchange.

Save as disclosed above, none of the directors, supervisors or chief
executives of the Company nor their respective associates, nor their
respective subsidiaries were granted the rights to acquire Company’s
shares or debentures, or have exercised such rights before 31
December 2016.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 10  Directors, Supervisors, Senior Management Officers and Employees

FTH BF EE SREEASNEIRNR

l.  Change of shareholding and remuneration — - EFREHBEREHEMIBER @

(continued)

(i) Change in shareholding and remuneration of () RERBEHAREES &
current and the resigned Directors, Supervisors ENSREBEAESEREHR
and Senior Management Officers during the WIS (@)

Reporting Period (continued)

Name Main work experiences

®E FEITELKE

Wang Jun Chinese, male, aged 45, Chairman. He is an economist with a bachelor’s degree and MBA. Mr. Wang
was a sales clerk, director of export department, director of international business department and deputy
general manager of Beijing Tianhai Industry Co., Ltd., party secretary, chairman of the Board of Beijing
Beikai Electric Co., Ltd., head of the office, head of the office of the Board of Directors, director of the
legal affairs department, secretary to the Board of Directors, member of the party of Beijing Jingcheng
Machinery Electric Holding Co., Ltd. Currently, he is a standing committee member of party committee,
deputy general manager and general counsel of Beijing Jingcheng Machinery Electric Holding Co.,
Ltd.. He has been an executive Director of the Company since 10 December 2015 and chairman of the
Company since 11 December 2015.

TE TEIESE - 5 455 BERER - RBAN  THEBRBEL - LB - TAERFELERREIERERD

Chen Changge

PRz

Li Junjie

FER

AHESXKE POERER BERESIDIR  SR2CE  LRtRERRNAERAREZERL
BEER IR THBELRABREEATMRAETIE EEERAETTAE EZEELENER  EFEW
E2 EZZE - BRUAFRHBEEREREAAREZEL - FIEKIE « A EEM - 2015F12A
10BEEIARRRNITES > 2015F N2 A1BEARREERES -

Chinese, male, aged 49, executive Director, general manager. He is a senior policy advisor with a
bachelor’'s degree and MBA. Mr. Chen was an assistant to production manager of No. 3 Factory Company
of Beiren Holdings Limited, party secretary of Single and Double Color Machine Branch, manager and
party secretary of Web Offset Printing Machine Manufacturing Branch Company, member of the party
committee, deputy general manager of Beiren Holding Limited, officer, deputy secretary and secretary
of the Youth League Committee, member of the party and deputy general manager of Beiren Group
Corporation. He also was a director of human resource department, head of the office and secretary to
the board of directors of Beijing Jingcheng Machinery Electric Holding Co., Ltd.. He is the party secretary
and chairman of the board of Beijing Tianhai Industry Co., Ltd.. He has been an executive Director of the
Company since 10 December 2015 and general manager of the Company since 11 December 2015.
MEIEEE - 5B 0 4958 BITEE  ALIR - REAR THEREL - SHRBIA - REESEILA
BORBF=ZMEERRIIE EEERHOAFEETEL  BORBIREEH)RFLE  BEEL 1t
ABMARELRZE  QIEKE LASERFREZHSE  BIEL  Efid E2ZE - AIELE 4R
THREZRERETARANERIDBE  BAEETE  FFEWE  ERRNEFIEARDFELZSE
L EBER2015F12A10BRERARFRITES  2015F 12N BEARRBKEES o

Chinese, male, aged 38, executive director. He obtained a bachelor degree in economics from Taiyuan
Heavy Machinery Institute and an EMBA degree from Guanghua School of Management of Peking
University. He was an accountant of finance department, salesman of marketing department, deputy
manager of human resources department, deputy general manager, deputy party secretary and general
manager in Beijing Tianhai Industry Co., Ltd. He served as the general manager of the Company. He is
currently the party secretary of Beijing Tianhai Industry Co., Ltd. He has been an executive director of the
Company since 16 December 2013 and was the general manager of the Company from 26 June 2014 to
10 December 2015.

MRS - 5B 385 MIITES - ARBIEMEBRLESS S - AR KRB EEREFEMBA & F5E
EBEUERKEIEZERATNVBHEN THBEBE - ANERBEIIE - BIELE  ZZEE
50 ARMEIE c RAERKEIEARARELZER - 2013F12A16BREARRFTWMITEEFTES - 2014
F6H26HE2015F 12 A 10 EAA RIABALIE -
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
FTH 5 -EZ SREEASNEIRR

l.  Change of shareholding and remuneration — - EFREHBREBEMIBER @)
(continued)
(i) Change in shareholding and remuneration of () RERBEHAREES &
current and the resigned Directors, Supervisors ENSREBEABEREHR
and Senior Management Officers during the M 15 (@)

Reporting Period (continued)

Name

e

Main work experiences

FETELKE

Du Yuexi

1 BRER

Xia Zhonghua

B

Jin Chunyu

Chinese, male, aged 57, executive Director. He is a senior policy advisor with a MBA. Mr. Du was a cadre
of Beijing Tong County Maizhuang Community, vice factory director of Beijing Construction Machinery
Factory, general manager of Huaxin Metal Structure Company, a Sino-Japanese joint venture, deputy
general manager of Beijing Xihai Company, general manager of Chinese Party and secretary of Beijing
Modern Jingcheng Construction Machinery Co., Ltd., deputy general manager and secretary of Beijing
Jingcheng Heavy Industry Co., Ltd.. Currently, he is the secretary of the branch of party and general
manager of Beijing Jingcheng International Financing Lease Co., Ltd.. He has been an executive director
of the Company since 10 December 2015.

REIEEE - 55758 BTESE  TEEEELT - INTAD - HAESEILBSREH AT ERE - ik
FTEEMHBRIRE PR EENBABARALRE  tRIEQRIEHEIELE - L RBARH
TREMERARF HALE B IRRASETIRHARET AR P HAIELE - 5 c RAELR
RHEEREREERARESBER - LKIE - 2015F 1210 BERRRNTEFES ©

Chinese, male, aged 52, non-executive director. He obtained a bachelor’s degree in Engineering from
Hefei University of Technology. He is a senior engineer. Mr. Xia was designer of construction of Beijing
Metal Structure Factory (new factory) of Beijing Machinery Industrial Engineering Contract Corporation
(bt T ¥R TR#EE B A 7)) and its technical director, project assistant manager and project
manager, director in basic construction of Beijing Jingcheng Machinery Electric Holding Co. Ltd.
("Jingcheng Holding”), director of the construction project planning department of Beijing Jianji Real
Estate Co., Ltd. AL RE#EMZE A 7)) (Part-time), head of Resource Allocation and Restructuring and
head of project investment of Jingcheng Holding, vice-president of Party School of Beijing Machinery
Industry Administrative Bureau (3t = T ¥ E 12 BER), deputy minister of the asset management
department and the head of the securities and reform department of Jingcheng Holding, director
of Beijing Xihai Industrial and Trading Company and Beijing Jingcheng Mechanical & Electrical Asset
Management Co., Ltd. He is currently the head of the property resource department of Jingcheng
Holding. He has been a non-executive director of the Company since 26 June 2014.

REIREE - 55 5258 BITES aRIXEARZETIEZES - GRITIZA - EXAESEIL BN T
ERTIRAZOARIRSBABRIIMERRTE  BirEE  BARILE  BELE @ ERRME
BEREREMLLT ATERE [REiEk] ) EXARREE @ I REREME Q) TIRR S 2R3
& (Gf) @ mERERESMHENTE  RABEEXE  IRERIXEERERERE - REIER
BETEPRBR FHARXFHPR  ARAESIEARES IR AHREEEEEARETAR
EF c BARBEZEREHERIBIR - 2014F6 A26 AEAR R RIIERITEEES

Chinese, female, aged 45, non-executive Director. She obtained a bachelor’s degree in engineering and
a master’s degree in business administration, and is a senior accountant. Ms. Jin previously served as
clerical officer in the Finance Department and vice director of Beijing Electric Motor General Corporation,
deputy director of assets, finance and audit department of Beijing Jingcheng Machinery Electric Holding
Co., Ltd., director and chief accountant (of the Chinese partner) of Babcock & Wilcox Beijing Company
Ltd., and convener of Supervisory Committee of Beijing B.J. Electric Motor Co., Ltd. Currently, she is the
department head of planning and finance department of Beijing Jingcheng Machinery Electric Holding
Co., Ltd. She has been a non-executive director of the Company since 9 June 2015.

PEIBIE - 0 455 IEWTTE S BEE2L .  IFEEBELT  af M c SXTEFIETE
HABVBERE  BIER - IR EEREREEQAREENBETBEIME - tREMmilxe
BB ARARES  AestE (Ph)  AREBFEERBHERLFEFTEHAEA - BEILRR
BT ARET RN EM LR - 2015F6 AOBEERRRFERITEFES o

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
FTH 55 -EZ SREEASNEIRR

l.  Change of shareholding and remuneration — - EFREHBEREBEMIBER @
(continued)
Change in shareholding and remuneration of () RERBEHAREES &
current and the resigned Directors, Supervisors ENSREBEABEREHR
and Senior Management Officers during the M 15 (@)

Reporting Period (continued)

Name Main work experiences
i FEI LR
Fu Hongquan Chinese, male, aged 52, non-executive Director, a graduate and a senior engineer. Mr. Fu previously

served as construction technician, smithing engineer, construction service technician of cast steel factory,
deputy general engineer and deputy plant manager of Beijing Heavy Electrical and Mechanical Plant
(cast steel factory), deputy general manager of general affairs of Beijing Turbine Motor Co., Ltd., deputy
director of human resource department of Beijing Jingcheng Machinery Electric Holding Co., Ltd., the
deputy party secretary, chairman of labour union and secretary of discipline inspection commission,
deputy plant manager of Beijing No.1 Machine Tool Plant, deputy general manager of Beijing Beiyi Digital
Control Machine Tool Co., Ltd. and deputy general manager of Beijing Beiyi Machine Tool Co., Ltd.
Currently, he is a director of Beijing No. 1 Machine Tool (Gaobei Branch) Casting Co., Ltd., the chairman
of Beiyi Heavy Machinery Casting Co., Ltd., and chairman of Beijing No. 1 Machine Tool (Gaobei Branch)
Casting Co., Ltd. and the deputy party secretary, secretary of discipline inspection commission and
chairman of labour union of Beijing Beiyi Machine Tool Co., Ltd., and head of the securities and reform
department of Beijing Jingcheng Machinery Electric Holding Co., Ltd.. He has been a non-executive
director of the Company since 9 June 2015.

R R REIEIFE - 5 0 5258 0 IEPITEE - IRAE - RATIRAD o (NAEE DAL R EREHMBE D Bt LT
BiliE - AR ITES - BRSRBIRERMNE  BIATRM - BIFE - b TREHARQAER
BlAasE - ARRHEESIEREREEAFNANBERIDBINE - IRE—RRAMEZREL T8
FHRLEET  BWE LRI —SBIEMRERETARRIBLE - St —#RRNBRAFRE
32 o ML IR (BWEE) SEERAAES L SARRGSEERAFNESRK - IRE-MK
(BRE) SEAREERAESER R —BRROERARNEZREL L£EER T8FF
I RFHZERERET R AFEFENEHIR © 2015F6 AIHERRBIFENITEEES ©

Wu Yan Chinese, female, aged 69, independent non-executive director, graduated from Xi‘an Jiaotong University
majoring in boiler design and manufacturing. Ms. Wu was the technician of the First Research & Design
Institute of Nuclear Industry (#%% T2 —i&FH7Ebr), technician of Tianjin Bureau of Labor, deputy
director and director in the Boiler and Pressure Vessel Detection & Research Center under the Ministry of
Labour, director and assistant inspector of Boiler and Pressure Vessel Safety Supervision Bureau under the
State Bureau of Quality Technical Supervision, assistant inspector of Special Equipment Safety Supervision
Bureau under the State Administration for Quality Supervision and Inspection and Quarantine, deputy
secretary general and secretary general of China Gas Cylinders Standardization Technical Committee, and
currently serves as the consultant of the committee. She has been an independent non-executive director
of the Company since 26 June 2014.

PRI &0 6958 BUIFNITES  AXKBASBIMBERTRAEFEXEY - Ao+ QERTE
FE—RAARREME : RETSBFIFME - LHBRMBEENDBRAARPOAER  BER  BR
EERMEERNERNARLTERRER  PEKEE  BREELERBBREURFERELS
ERFEEKRE  2ERIMEELENZESRIWER  WER BAZZEZEM - 201456 A26
HERRABIIENTEEES ©
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e
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
T 5 -EZ SREEASNEIRR

l.  Change of shareholding and remuneration — - EFREHBREHEMIBER @
(continued)
(i) Change in shareholding and remuneration of () RERBEHAREES &
current and the resigned Directors, Supervisors ENSREEABEREHR
and Senior Management Officers during the M 15 (@)

Reporting Period (continued)

Name

e

Main work experiences

FETELKE

Liu Ning

2%

Yang Xiaohui

il

Fan Yong

pe
]

Chinese, male, aged 58, independent non-executive director. He obtained a bachelor of laws from
China University of Political Science and Law. He was the postgraduate in international economic law of
Institute for International Economics of Nankai University and a lawyer. Mr. Liu obtained his qualification
of lawyer in 1984 and have been practicing as a lawyer for over twenty years, during which he had dealt
with various representative cases and legal affairs, and participated in legislation and other work. Mr.
Liu served as director of Tianjin Dongfang Law Office and Beijing New Era Law Firm. He is currently the
director and senior partner of B.J.H & New Era Law Firm (At R ATTiB 25, &I E#5FT), member of the
Economics Committee of All-China Lawyers Association, member of the Legislative Committee of the
Central Committee of China Democratic League, researcher of Food and Drug Industry Development
and Regulatory Research Center of Chinese Academy of Social Sciences, legislative consultant of Beijing
Municipal People’s Congress, member of the Eighth Committee of Chinese People’s Political Consultative
Conference of Haidian District of Beijing, member of Beijing Municipal Committee of China Democratic
League, deputy director of the Social and Legal Affairs Committee of Beijing Municipal Committee of
China Democratic League and executive member of Beijing Federation of Industry & Commerce. He has
been an independent non-executive director of the Company since 26 June 2014.

HEIELL 0 50 5858 BUIFHITES  PEBUEARSEASZES - B A S EBRE A EER LK
SAERBELHITA - 2R - 2% E R 1984F IS EME BB FEMAE - TEAFHR - SHIEE
SHERRMENEHMERER WSEEREM T - 2IEERERERFEMEBEME R
TRMEFET  RELRTRTIERLEMBEAEE - SREBA  PEXEEZMGELETES
Be%8  REPIUELNIEZESEE  PEIHSHER R nEmEXERAEEH AP OMES bR
MAREZGEFAAER - WG RMmEREE/\EZE2%E  REIRTEZZEZE  RRBRILRTZ
HEEENEEGRIFM L RT IHEBME < 2014F6 26 BEARRBUIFRITEEES -

Chinese, male, aged 48, independent non-executive director. He has a bachelor’s degree and is a
certified public accountant, certified tax agent, certified public valuer (non-practicing member) and senior
accountant in China. Mr. Yang was a teacher of North China University of Technology, department
manager, deputy general manager and partner of Zhonghengxin, China Rightson Certified Public
Accountants and RSM China Certified Public Accountants, and also served as the member of the technical
committee of Beijing Institute of Certified Public Accountants. He is currently the senior partner of Ruihua
Certified Public Accountants. He has been an independent non-executive director of the Company since
26 June 2014.
HEIEIAE - 5 - 48p% c BN IFMITEE - AR REFMEEE - PETMBRGSE - T MEET&D
GEREEE) - SRSEAD - HEEDEIL T TEREHA - FI1EE - PIREEE  PIEESEM
STEPTEFIAEIE BB RABA  WEFREILTEMEAMBERMEESEE  RAEMEG A
FHEMEMERA 2 2014F6 B26 HERARBUIFMTEFES ©

Chinese, male, aged 44, independent non-executive director. He obtained a master degree from Tsinghua
University. Mr. Fan worked as the head of Investment Banking Division in Qinghai Securities, deputy
director of general office of Shengli Qil Field Dynamic Group Co., Ltd. (Dynamic), deputy general manager
of Felsted (Beijing) Investment Co., Ltd. (BEHTR (At )R EH R & £72 7)), general manager of Capital
Investment Department of Rising Securities Co., Ltd., business director of Investment Bank Headquarters
of Qilu Securities Co., Ltd., director of Investment Banking of Zhong De Securities Co., Ltd. He is currently
a founding partner of Beijing Yi Hui Jin Tong Asset Management Co., Ltd. (It R ZESBEEEESEHR
E{E7AA]). He has been an independent non-executive director of the Company since 26 June 2014.
PEIEEE - B 445 BUFNTES  FERBETARE  c MALESRBNEBEFIRERITE
TE BAHARAEEROERARMAEZREE  FEANT (ER) REFREEEQFRIELLRE
HEBZSFAEREAARERNRENELE BEFFERATRERITAMBEBALE  hEESFEARLD
RIRERTHES  REUARFIESBREEEEFERATAREBERA < 2014F6 A26 HEARR B
UHRITESES -

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016



Section 10 Directors, Supervisors, Senior Management Officers and Employees

FTH BF EE SREEASNEIRNR

l.  Change of shareholding and remuneration — - EFREHBEREHEMIBER @
(continued)
(i) Change in shareholding and remuneration of () RERBEHAREES &

current and the resigned Directors, Supervisors

ENSREBEAEFREFR

and Senior Management Officers during the WIS (@)
Reporting Period (continued)

Name

e

Main work experiences

FETELKE

Chang Yun

Liu Zhe

27

Wang Yiging

Chinese, female, aged 42, chairman of the Supervisory Committee. She obtained a Bachelor’s Degree
in economics from China Coal Economic College (B ik 4€%=ZFt), and MBA of China Europe
International Business School. She is a senior accountant, certified public accountant and certified tax
agent. Ms. Chang was the cost accounting supervisor, deputy director of the finance department of
Beijing Research Institute of Mechanical & Electrical Technology, finance manager of BMEI Co., Ltd. and
chief financial officer of Beijing Jingcheng Heavy Industry Co., Ltd. She is currently the minister of the
audit department of Beijing Jingcheng Machinery Electric Holding Co., Ltd. (the headquarters). She has
been a non-executive director of the Company from 26 June 2014 to 22 April 2015 and chairman of the
Supervisory Committee of the Company since 9 June 2015.

MEIERE - 4257 BER PEEREESERQEEE T dREREIBRSRIMEREL S
A Ethh - M EEAD - SAMBBE - BT BEIRTEERR N BERASTEE  BlER b
FHERSBRMROBR AR BEMLE  ERRMEIRBREREE R AN AL  REIL IR
HWEIERERTEAR (AZ) TR - 2014F6 A26 B E 201554 22 BEARARERTEE -
2015F6 HOREARFIEERES o

Chinese, female, aged 38, Supervisor, is a senior policy advisor with a bachelor’s degree in engineering.
Ms. Liu was a teacher, group leader in teaching and research, branch secretary of student party of Light
Industry Branch of Beijing Industry and Trade Technicians College, Youth League secretary and director
of publicity department of the party/company of Beijing Jingcheng Machinery Electric Holding Co.,
Ltd., Party secretary of Beijing Jingcheng Compressor Co., Ltd.. Currently she is deputy party secretary,
secretary of discipline inspection commission, chairman of labour union of Beijing Tianhai Industry Co.,
Ltd. She is currently deputy general manager and general counsel of Beijing Tianhai Industry Co., Ltd..
She served as chairman of the Supervisory Committee of the Company from 16 December 2013 to 9
June 2015, executive Director of the Company from 9 June 2015 to 23 October 2015 and has been a
Supervisor of the Company since 10 December 2015.

PEIEIEE - 385K R TE2EEL  SABIM - - X TEFLLRTIERMERE T HRH
A - R  BEER I RRREEREREARAREELEER £/ RAEESHE - ERR
WERERARATNEZELUARKEIEEFRATNEZEER L£EFEL TR - RELRKE
TEEMRATEIMALIT - XEFER - 2013812416 BE201556 A9BEARAIEER » 201556
9HZE2015F10 23R EARBHITES » 2015F12A10AEARRIESES -

Chinese, male, aged 44, is a university graduate, engineer. Mr. Wang worked at Beijing Tianhai Industry
Co., Ltd. as the technician, division head and chief engineer head of the sixth production division, chief
engineer head of equipment and energy department, deputy director of human resources department,
general counsel and the head of legal affairs department and at Tianjin Tianhai High Pressure Container
Co., Ltd as the director of equipment and energy department. Mr. Wang is now the assistant to the
general manager and the director of human resources department of Beijing Tianhai Industry Co., Ltd.
as well as the director of human resources department of Beijing Jingcheng Machinery Electric Company
Limited. Mr. Wang has considerable work experience in human resources management and corporate
legal affairs. He has been a Supervisor of the Company since 4 January 2015.

PEBE - B 4455 BE - RBEE TR - TAECELIRREIEAR AR EE RN
8 ER FEITRM  REEREEEIRN  ANBRBEIBE  BEEERFEEZSHIDE
REXBRBARAREALAARBERERER - TAFRTAILRREITEARQRBLENE - A
NEREBEBE - ARRHEBERNDERRADANERLHE - ERERABANEREBNMEFEEREE
FHENTIELSEMLS  2015F1 HABEARRAIEEES ©
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
FTH 5 -EZ SREEAESNEIRR

l.  Change of shareholding and remuneration — - EFREHBREBEMIBER @
(continued)
(i) Change in shareholding and remuneration of () RERBEHAREES &
current and the resigned Directors, Supervisors ENSREBEABEREHR
and Senior Management Officers during the M 15 (@)

Reporting Period (continued)

Name

e

Main work experiences

FETELKE

Luan Jie

Jiang Chi

=5t

Shi Fengwen

ARX

Chinese, male, aged 35, secretary to the Board, with a bachelor’s degree in law. Mr. Luan previously
worked as the chief legal officer of Golden Harvest (Beijing) Cinema Management Consultancy Company
Limited (It RE R EIE A AR 2 H]), manager in the securities and legal department and board
secretary of Beijing Jingkelong Company Limited, legal practitioner in Beijing Jingdu Law Firm (1t
FEBERENEEFT) and staff in the legal department of Beijing Chaopi Trading Co., Ltd. (Jingkelong) (it
FEAMLE E R BRAE (RERE)). He has been the secretary to the Board of the Company since 18
November 2016.

PEIRIEE - 5 3558 EERME  ABELT c BEATENIIRRATHMERBRNERARERLR
2 URREEAEEERNERAFTBEFEGBHER ESSWE - LRI REBEMELAERD - 4t
TEAHEEROBR AR (REE) EBHEE < 20165F 11 H18AERRFAEEEGWERS

Chinese, female, aged 41, chief accountant. She graduated from Beijing Technology and Business
University with a degree in Economics and is a senior accountant. She worked in Beijing DoubleCrane
Pharmaceutical Co., Ltd. as the accountant, Century Industry Investment Co., Ltd. as financial
officer, China National Pharmaceutical Group Corporation as assistant to financial manager, Huayi
Pharmaceutical Co. Ltd. as financial manager, Beijing Jingcheng Mechanical & Electrical Holding Co., Ltd.
as budget financial officer and deputy head of Financial Planning Department. Ms. Jiang has served Beiren
Printing Machinery Holdings Limited (currently renamed as Beijing Jingcheng Machinery Electric Company
Limited) as chief accountant since October 2011. At present, Ms. Jiang is director and chief accountant of
Beijing Tianhai Industry Co. Ltd. and director and financial controller of Jingcheng Holding (Hong Kong)
Company Limited. She served as an executive Director of the Company from 29 May 2012 to 23 October
2015, and served as the secretary to the Board from 26 June 2014 to 18 November 2016. She has been
the chief accountant of the Company since 26 June 2014.

MEIEIES - & 4157 BFETRD c EXRNIERTIHAE  KBES24 - SRR - L EEIER
BEEXRNERARG  HLEEEREFRACMBKEE @ PREENKE N RV FLIEEE -
EXARARMBGEE  IRRHEEZREREALABEMBEE - AR RBEETRERER
NEFTEI A RIEE - 2011 F10AER TR AL ADRIEMAR M ERLF (GRE L /IR RIME
BEROHBBRAR) RE - FREFHES - BELARKEIEBRARES - B0 - ZHIZER (B
) BRAFIES - MK - 2012958298 E2015F10A23BFAREIMNTES » 201456426
AZ20165F 11 A18AEARRIESEWE - 2014F6 A26 A REALNRBEAMES ©

Chinese, male, aged 46, chief engineer. He is a senior engineer with a bachelor’s degree. Mr. Shi was an
assistant engineer, engineer, vice-chief and chief of technical department, vice-chief engineer and vice
director of technology and quality department, vice-chief engineer and director of technology department
of Beijing Tianhai Industry Co. Ltd.. Currently, he is the chief engineer and director of technology
department of the board of Beijing Tianhai Industry Co., Ltd.. He has been the Chief Engineer of the
Company since 23 October 2015.

REIEEE - 550 46p% 0 BIIRAN - REAR  SRIEM - AXEEELRXETEXEARAAKIMNE
BORE TIZRD - TIRAD - RINERIGER  BMERER « BT EMBRRME SRR - B8 TIRAMRE
Mgkl - MAELRKEBTEER QR TIRANFREIM ALK - 2015F10 23R EARBLTIRENE

PN

4
Other information HAEREA
“V Applicable” “[INot applicable” ViR OER
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l.  Change of shareholding and remuneration
(continued)

()

(ii)

Change in shareholding and remuneration of
current and the resigned Directors, Supervisors
and Senior Management Officers during the
Reporting Period (continued)

Long position in shares

Section 10  Directors, Supervisors, Senior Management Officers and Employees
ETH E2-EZ a4

REBAENETER

— “EFREEB R RBINER @)
() BERBEHARETES S B

ENEREBAEERETR
WENE R (@)

BRGHHFE

Approximate percentage of
the shareholding in the entire share capital

Name of director Capacity Number of shares held of the Company (A Shares and H Shares)
E2 5t fikAga REAFZBRAARRHE) HBABRERY
Wu Yan Beneficial owner 43,001 A shares 0.01%

RE EREEA B01RAR 001%

Save as disclosed above, as at 31 December 2016, none of the
directors, the supervisors and chief executive of the Company or
their respective associates had any interest or short positions in
any shares, underlying shares or debentures of the Company or
any associated corporations (within the meaning of Part XV of the
SFO) which are required 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 are taken or
deemed to have under such provisions of the SFO), or which were
required, pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein, or which
are required, pursuant to the Model Code, to be notified to the
Company and the Stock Exchange.

Information on incentive share option granted
to directors and senior management during the
Reporting Period

“OApplicable”  “v Not applicable”

ERFTHEERDBRAF

Br bl i 8 & SN - 7020164F 12 A 31
H'  ARAIESE - EERFETHAE
LT B MBS ABEE AN A B ST
e AE (& REHF R EEFIEXY
)G, - HERGOSKERERESR
ERIRIRRE F X S (R BISEXVERSE 7 &% 8
BB S AN A K B A2 BT EY R S kA
)E'(@Tﬁ*ﬁ?éﬁuuﬁ&%@%’i%ﬂﬁﬁﬁfﬁﬂi
WEEIRABEANERIAR)
$E%g;§a%&ﬁﬁia%w§l@35zﬂmMBEr&
GEREXIGRAAARFENE
RRBE KA - SURIRIFETAIZ %um
RAR LIRS SRR -

(DDES - SREEAESHREHR

WERTHRERBER

D@Em vArEA

—R-AEFERSE
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Section 10 Directors, Supervisors, Senior Management Officers and Employees

S5 £%3 2254

Positions of current and the resigned Directors,
Supervisors and Senior Management Officers

during the Reporting Period
(i) Positions in Shareholder Entities

REBAENETRRR

T BOERBEHRARIES &
ENEREEAEBNEBER

(=) ERREMERER

“V Applicable”  “[INot applicable” VER OTEAR
Date of expiry

Name Name of shareholder entity Position(s) held at Shareholder Entities Date of appointment of office
EBAGNRE RREMERE ERREVEENBY ﬁﬁﬂtﬁﬁgﬂ RERLRS
Wang Jun Beijing Jingcheng Machinery Electric Holding Co., Ltd. Standing committee member of party 19 September 2011

committee, deputy general manager and

general counsel
i3 it,?,?fm* EREREELR EZRZ BOAR  £EEER 011E97198
Xia Zhonghua Belji L”ﬂ i E%cheng Mach\nery Electnc Holding Co,, Ltd. Head of the property resource department 28 April 2015
EnZ JR R & /?uﬁuﬁﬁ 01554 728H
Jin Chunyu BeLanJ\ ngcheng Machmery Elecmc Holding Co., Ltd. Head of planmng and finance department 27 March 2014
{51 AR AR As by 81 WHE3 50
Fu Hongquan Beijing Jingcheng Machmery Elect ric Holding Co., Ltd. Head ofthesecurmes department 28 April 2015
WER mmé EAREREALA E5iis 2015544288
Chang Yun Beijing Ji écheng Machmery Electric Holding Co., Ltd. Head of the Audit Department 1 April 2014
5B FRRIEEERERALAT EEEE 01454718
Description of Not applicable
Positions in

Shareholder Entities
TRREMAEE  TER
Rt

>

(ii) Position(s) in Other Entities
“JApplicable”  “v Not applicable”

Remunerations of Directors, Supervisors and

Senior Management Officers
"V Applicable” “[JNot applicable”

Decision making process of remuneration of
Directors, Supervisors and Senior Management

Bf EE SAEEABRMRRRER

Basis for determination of remuneration of
Directors, Supervisors and Senior Management

BEE EE SATEABSRBIREKRE

Actual payment for the remuneration of Directors,
Supervisors and Senior Management Officers

BEf EENRERASRMNERMNER

Total actual remuneration of all Directors,
Supervisors and Senior Management Officers at
the end of the Reporting Period

BREPALBES  EENEAETRASERERS
O e

(=) EHMEAERER
D@Em v Em

=B EE-
A5

Viam OfEA

Resolution on the remuneration of directors and senior management
officers is prepared by remuneration and monitoring committee of
the Board. The remuneration of senior management officers is to
be considered and approved by the Board while the remuneration
of directors and supervisors are to be considered and approved by
the Board and reported to the general meeting through the Board
for con5|derat|on and approval.

NAEF - ERAENMMNMEESHNEAZREEGE)
EST S EEAEE’HE@NEE%%A%%%E BEENHMAES
@%Eﬁi@?@i&%ﬁﬂ&%ﬁ@ﬁt}& c BERMNMMAEEEERRAR
B AGHE

The remuneration of directors, supervisors and senior management
officers is determined in accordance with the remuneration
standard of directors, supervisors and senior management officers
formulated by the Company, as well as the annual assessment

indicators. N \
REARGIENES  BERaREEAEHFNRE  £E5FEE
EENSREEABRB -

BIEE  BEEE

Please refer to the above table headed “Change in shareholding and
remuneration of current and the resigned Directors, Supervisors
and Senior Management Officers during the Reportlng Period”.

AR [RERREHNEIES EEASREEA SRS
NmmisR (R)

RMB3.1285 million

AR¥E312.858 T
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Section 10 Directors, Supervisors, Senior Management Officers and Employees
FTH 55 -EZ SREEASNEIRR

Mm-REES - BEE - sREEA

IV. Changes in Directors, Supervisors and Senior

Management EEEER
“V Applicable”  “[INot applicable” Vil O@EA
Name Position Change Reason for change
e EENBE BEIER BERE
Luan Jie Secretary to the Board Ap ointed fomted as secretary to the Board of the Company
LN EEEWE I24E NEEEEWE
Jiang Chi Former secretary to the Board Resigned Reason for change of job
=5t REEEWE BEE TEZHREA
V. Description of penalties imposed by securities CESHAEESHEREDSN
regulatory bodies in the past three years %,R;ﬁ, R
“[JApplicable” "V Not applicable” O VA
VI. Details of staff of the Parent Company and A BATNETEFATNE TS
major subsidiaries D
(i) Details of staff (=) BIER
Number of existing employees of the Parent Company 8
NRAEBEINHE
Number of existing employees of major subsidiaries 1,676
FEFRAEBEINH=
Total number of existing employees 1,684
EBRETINHEAE
Number of retired staff who incurred expenses of the Parent Company and major subsidiaries 441
BRARRFEFARFTAEEBNBRNBTAZ
Type of professions
HEBK
Number of
Professions persons
EEERER AB
Production staff *EANE 946
Sales staff HEANE 113
Technical staff BT AE 107
Financial staff MBAE 29
Administrative staff TAE 189
Others Efth 300
Total A|E 1,684
Educational Background
BERE
Number of
Education level persons
BEREER A¥
University graduates or above RERBRIA £ 293
Associate degree =3 171
Secondary technical graduates P 388
Senior high school graduates and below — mH &LAT 832
Total A&t 1,684

ERFHEERDBRAR

—R-AEFERSE




Section 10 Directors, Supervisors, Senior Management Officers and Employees
E+E EE EZ SREBAEBNEIRR

VI. Details of staff of the Parent Company and

~

AEMEESTNTMNETH

major subsidiaries (continued) L (1)

(ii) Remuneration Policies ) B BR
“v Applicable” “[JNot applicable” VEA OTEA
The Company implemented diversified salaries system based on ’&ﬁ%‘ AR T ERTRNZTT
the performance of positions as the main remuneration system. On @N%Uf B A T B RER I
the basis for performance-based salary standards of positions, the ;Eiﬁﬁ’]%ﬁ”u: @iﬁﬂ iz 7V B HE € fml i
salary level of each position is determined by job evaluation with HEEEW2ELS HMISEMLEE LT
reference to labour market for confirming the relative value of the GKF - DURBH M RN AT o
post, so as to ensure the internal and external equality of salaries TR F - BT A BB RS A
level. On this basis, the remuneration policy is to be implemented FPRE RN B AT BIF SREN L - HEIHAB
subject to different personnel and nature of work to undertake a E\ﬁm%ﬁ’iiia BRI E  EREET
diversified salaries system such as the implementation of broadband Bt ITEHE  HaMEBAS
compensation and technological innovation incentives for technical EE@E%}?%U &E”TH/\ B TR T1EMH
staff; the sales commission approach for marketing staff; piecework F RS EDENZ T8 EH B i
wage system for production workers and annual salary system for x e
the senior management.

(iii) Training Plan (=) Bt E
“v Applicable” “[JNot applicable” VEA OTEA
Throughout 2016, a total of 122 trainings involving 1,477 persons 2016 FFRIFBCFE G ENDHF TR
were organized according to the annual training program, and T1225553 - R 1,477 82K
the number of training hours per staff reached 15.62 hours. A5 Jllu%ﬁj%iw 62/)\B5 o *ETEEQ
The Company started the gradual transformation and division L’Wﬂ-iﬁg&ﬁ BREMEEABERL
of production staff of normal products in accordance with the RSN AT BIRERE D AB
requirements of the Company on transformation and upgrading, iuu\l ETTARBMASET M
and arranged trainings on cryogenic products, trainings for staff FEEIIEE -
holding key positions, and trainings for position change.

(iv) Chart of Professions (M) BEBHRTE

Type of professions

BTIEEER

B Production staff
HEANE

B Sales staff
HEABR

B Technical staff
BEitAE

I Financial staff
HEAE
Administrative staff
TAE
Others
HMAEB
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Section 10 Directors, Supervisors, Senior Management Officers and Employees

VI. Details of staff of the Parent Company and

major subsidiaries (continued)
(v) Chart of Education level

Education level

BETHERE

(vi) Labour outsourcing

“v Applicable”  “CINot applicable”

Total working hours for labour outsourcing
BERINEE TR AR 8L

Total remuneration paid for labour outsourcing

BHINE AT E R EE

VII. Others
"[Applicable” “v Not applicable”

FTH BF EE SREEASNEIRNR

AN BARNEEFAAMNETE
()
(R) BEREHKTE

B University graduates or above
ARRIA E

B Associate degree
RE

m Secondary technical graduates

TE

= Senior high school graduates and below
LSV

(7%) BBIIEER
ViR OMEAR
42,320 hours
42,320/ \FF
RMB562,800
AR#562,8007C

+ ~ Hity

O@Em vV AER

ERFTHEERDERAIT T FFERS
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Section 11
F+—f

Corporate Governance
AERE

l.  Information on Corporate Governance
"V Applicable” “[INot applicable”

During the year ended 31 December 2016, the Company had fully
complied with the code provisions set out in the Corporate Governance
Code and Corporate Governance Report (the “Corporate Governance
Code"”) under Appendix 14 of the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

During the Reporting Period, the general meeting, the Board, the
supervisory committee and managers of the Company well defined power
and responsibilities, allowing them to maintain checks and balances and
coordinate with each other. The Board of the Company and its strategic
committee, the audit committee, the remuneration and monitoring
committee and the nomination committee and the supervisory committee
carried out their work according to their responsibilities. The information
of the Company was disclosed on a true, accurate, complete and timely
basis. The actual situation of the Company’s governance complied with
the Company Law and the requirements of China Securities Regulatory
Commission.

During the Reporting Period, the major aspects of corporate governance
are as follows:

1.

Shareholders and general meetings

The Company was able to treat all Shareholders equally with due
respect and to safeguard their interests. In particular, medium-sized
and minority Shareholders were entitled to their status and to fully
exercise their rights with their legal interests being protected. The
Company ensured that shareholders were entitled to their right of
access to information and right to participate in decision-making
in respect of material events of the Company as required by laws
and administrative rules and regulations. In accordance with the
relevant requirements set out in the Rules of Procedure for the
General Meeting, it could be ensured that general meetings were
convened and held in a legal, regulated and orderly manner and, in
respect of voting for connected transactions, the relevant persons
were arranged to abstain from voting pursuant to the relevant
requirements in such manner that connected transactions are open,
equal and fair.

Directors and the Board

The Board of Directors of the Company comprised 11 directors,
of whom 4 were independent non-executive directors. The
Board set up the strategic committee, the Audit Committee, the
Remuneration and Monitoring Committee and the Nomination
Committee. During the Reporting Period, all directors were able to
strictly perform their duties of good faith and due diligence. The
Board exercised its power and authority in strict compliance with the
requirements of laws and regulations and the Articles of Association
to ensure the regulated operation of the Company. Resolutions
put forward at the Board meetings were sufficiently discussed and
resolved in a scientific, prompt and cautious manner. Directors of
the Company were selected and appointed in strict compliance
with the required procedures set out in the Articles of Association.
According to the requirements of the Standard of Corporate
Governance for PRC Listed Companies, the Company gave full play
to the functions of the Special Committees of the Board and the
four independent non-executive directors pursuant to the relevant
requirements of the Rules of Procedure for the Board of Directors,
Detailed Implementation Rules for the Special Committees of the
Board of Directors and Working System for Independent Directors.

The Directors are responsible for preparing the accounts. The Board
seeks to give a balanced, clear and understandable assessment in
annual and interim reports, other price-sensitive announcements
and other financial disclosures as required by the Listing Rules. In
addition, it also does so for reports to regulators and information
disclosed under statutory requirements.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 11 Corporate Governance

Information on Corporate Governance
(continued)

3. Supervisors and the Supervisory Committee 3
The Supervisory Committee of the Company comprised three
supervisors, of whom two were supervisors for shareholder
representatives and one was supervisor for staff representative.
The supervisory committee appointed one secretary for the
supervisory committee. The supervisory committee of the Company
was committed to being accountable to all shareholders. Taking
the financial controller as the core, the supervisory committee
supervised the Directors, general managers and senior management
officers of the Company to protect the safety of the assets of
the Company, reduced financial risks and safeguarded the legal
interests of the Company and the shareholders. The supervisory
committee had the capacity to carry out extensive communication
with shareholders, staff and other stakeholders so as to ensure
the launch of the supervisory work. The Rules of Procedure for the
supervisory committee formulated by the Company facilitated the
exercising of power of all supervisors. The supervisory committee
convened regular meetings and extraordinary meetings in strict
compliance with the rules and procedures.

4, Stakeholders 4-
The Company can fully respect and protect the legal interests of
stakeholders so as to achieve a coordinated balance among the
interests of various parties including shareholders, staff and the
community for purposes of jointly facilitating the continuous and
healthy development of the Company.

5. Information disclosure and investor relations 5+
The secretary to the Board of Directors was designated by the
Company for being responsible for handling information disclosure,
and receiving shareholders’ visits and enquiries. The Company
disclosed the relevant information in a true, accurate, complete and
timely manner in accordance with the Listing Rules of the Shanghai
Stock Exchange and the Hong Kong Stock Exchange to practicably
ensure that investors will be able to obtain the relevant information

equally.
Whether there is any significant difference between the corporate NG|
governance and the requirements by China Securities Regulatory HE

Commission; if so, indicate the reasons for such differences

“CApplicable” “v Not applicable”

BT—8 QERE

— ~AEPRENBEE N @)

HREENESS

NAEEEHIRESHEK  HP2F
BRRRREEMI BB TRRES - &
FERIEEEWE 1L - RAESEY
BRUZERRAT  UYBEER%
D HRRES REERSREEA
EBETEE REQAEELRE  BE
ISR - R FNRRE S A

o BB MARER - BT AHE MR AR
%iﬁf'f%/é%mu MEE ) RETEETL
TE R o 2 Al JE‘J<<§*$AE§$%E
anr- ﬁﬁﬂﬁ@%fﬁ%’i$ﬁ1§ﬂr&% o BE
EEMIGIEBAFEF A Eﬁﬁﬁﬁgﬁfﬂ
FIETE

Eﬂﬁ’“ﬁﬁ@ﬁﬂﬁ%
BT B EMAEEEAN EER
D/f*gﬁn BEIRRE AI HEEX
FREORATE KR#ESHAFE
B HERER -
m%,ﬁiﬁgﬂ?ﬁﬁ%%
RETESENEAEEERET
T’E Miﬂxﬁxuﬁﬁuﬁu@ NGIE: 4l
BEARGMEBBAZT S LT
MADORE  EE R B R
iR BEAEERES VERIBREER

TEWREERES -

SRR EEE R HRS TN ERKELTF
RER  WMABRER  BEHARE

O@Em v AEH

Introduction to the General Meetings — BREASEREN

Index for details on websites
designated for publishing

Date of disclosure of

Meetmg Date of holding resolutions the resolutions
BFER BEHEH RETENIEERENERRS REFENREED
2015 Annual General Meeting 16 June 2016 website of the Shanghai Stock Exchange 17 June 2016

(www.sse.com.cn) and Hkexnews

website of the Stock Exchange
(www.hkexnews.hk)

015 FERREAFAE 20166 A16H R Frwww.sse.com.cn HESE 32 Bt
www.hkexnews.hk 4814

BES 201656 A17H

General meetings IR A E R

“CApplicable” “v Not applicable”

@A v AER

ERREEERNDBRAE ZE-AFFERS
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Section 11 Corporate Governance
B+—8 QRRE

lll. Performance of Duties by Directors = EEETERERR
(i) Attendance of directors at the Board meetings (S EESZNMEEETIRREAEN
and the general meetings BR
Attendance at
Attendance at Board meetings general meetings
SNERAERR SIEELER
Attendance Absence
Required by from two Attendance
Independent attendance Attendance  communication Attendance Number of consecutive at general
Director(s) Name or not durin%the year in person equipment by proxy absence  meetings or not meetings
EES1 HERAS REEAWR  MERRAS
L] RABIES EZERe  REMEME SR8 EHUERE WERE  ARASNES il
Wang Jun i% No 1 8 4 0 0 No 1
A i
Chen Changge BRE No 1 ] 4 2 0 No 1
T T~
1 e ik o n 7 ! | 0 o |
z i
Du Yuexi HER No 1 ] 4 1 0 No 1
x i
Xia Zhonghua iz No 1 7 4 1 0 Mo 1
T T~
Jin Chunyu £%53 o n 7 4 1 0 o 1
z i
Fu Hongquan HER No 1 § 4 0 0 Mo 1
z i
Wu Yan RE Yes 1 ] 4 1 0 No 1
& i
Liu Ning Ik Yes n 7 4 1 0 No 1
& i
Yang Xiaohui hER Yes 1 ] 4 1 0 No 1
2 =
Fan Yong B Yes 12 5 4 3 0 Yeus 0
& &
Description of absence from two consecutive Board meetings EEMAABEHEEEESENEH
in person
“v Applicable” “[INot applicable” Vs OT#ER
Other director(s) was/were appointed to exercise voting rights due AR RELE  TREMESITER
to business commitments. SRAE o
Number of Board meetings during the year 12
FREREFEERRHK
Of which: number of meetings convened on-site 8
Heh RIS @RAH
Number of meetings convened by communication equipment 4
BAAAARGHAH
Number of meetings both on-site and by communication equipment 0

RS aBMN RN AHERRE
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VI.

Section 11

Performance of Duties by Directors (continued)
(ii) Objection of Independent Non-executive
Directors to the Relevant Matters of the
Company
" Applicable” “v Not applicable”

(iii) Others
"V Applicable” “[INot applicable”

Appointment or removal of Directors, Supervisors and Senior
Management Officers during the Reporting Period

At the 20th extraordinary meeting of the eighth session of the
Board held on 18 November 2016, the resolution in relation to
the appointment of Mr. Luan Jie as the secretary to the Board was
considered and passed. Ms. Jiang Chi ceased to be the secretary to
the Board.

Major comments and suggestions proposed by
the committees under the Board of Directors
when performing their duties during the
Reporting Period. Details of any objections shall

be disclosed
“[JApplicable”  “V Not applicable”

Supervisory Committee’s description on risks

identified in the Company
“CApplicable”  “V Not applicable”

Statements of the Company on inability to
maintain the independence or the ability of
independent operations between the Company
and the controlling shareholders with respect
to business, personnel, assets, organization and
finance

“CApplicable”  “V Not applicable”

Corresponding solutions, working progress and subsequent
working plans of the Company in case of horizontal competition
attributable to shareholding reform, industry features, national
policies, merger and acquisition

“[JApplicable” “V Not applicable”
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Corporate Governance
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Section 11
F+—f

VII.

VIIL.

Corporate Governance
AERE

Establishment and implementation of
appraisal and incentive mechanism for senior
management officers during the Reporting

Period

"V Applicable” “[INot applicable”

During the Reporting Period, the Board of the Company and the senior
management officers entered into and executed the Performance
Assessment Contract for Senior Management Officers. The Board assessed
the performance of the senior management officers every year. After the
remuneration and monitoring committee of the Board has completed the
appraisal of the senior management officers based on the said contract
for confirmation, such appraisal may be submitted to the Board for its
examination and approval.

Whether internal control self-assessment report

is disclosed

“v Applicable” “[JNot applicable”
For details, please refer to the internal control self-assessment report
published by the Company on the website of the Shanghai Stock Exchange
(www.sse.com.cn) on the same day.

Description of material defects of internal control during the
Reporting Period

“[JApplicable” “v Not applicable”

Description of matters regarding the Internal

Control Audit Report
"V Applicable” “[JINot applicable”

For details, please refer to the Internal Control Audit Report published on
the same day.

Whether the Internal Control Audit Report is disclosed: Yes

Others

“v Applicable” “[JNot applicable”

Corporate Governance Report

The Directors of the Company believe that corporate governance is crucial
to the success of the Company. Therefore, the Company adopts various
measures to maintain corporate governance of high standard.

The documents related to corporate governance of the Company include
the Articles of Association, Rules of Procedure for the General Meeting,
and Rules of Procedure for the Board of Directors, Rules of Procedure
for the Supervisory Committee, Implementation Rules of the Special
Committees of the Board of Directors, Code of Practice of General
Managers and Code of Practice of the Secretary to the Board of Directors.
To achieve the highest level of corporate governance, the Board of the
Company has set up four special committees, namely, the strategic
development committee, the audit committee, the remuneration and
monitoring committee and the nomination committee.
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Section 11

Others (continued)

Corporate Governance Report (continued)

Performance of duties by the Strategic Committee under the Board
of Directors

The main duties of the Strategic Committee are to formulate the strategic
rules of the Company, to supervise the implementation of strategies and to
timely adjust the strategies and the governance structure of the Company.

The Strategic Committee formulates the policies regarding corporate
governance with its main scope of authority and power including:

(1) To formulate and review the policies and normal practice regarding
corporate governance, and make recommendations to the Board;

(2)  To review and monitor the training and continuous professional
development of the directors and senior management officers;

(3)  To review and monitor the Company’s policies and normal practice
regarding its observance of legal and regulatory requirements;

(4) To formulate, review and monitor the code of conduct and
compliance manual of employees and directors;

(5)  To review the Company’s observance of the Corporate Governance
Code as set out in Appendix 14 of the Listing Rules (the “Code”)
and the disclosure in the “Corporate Governance Report”.

Corporate Governance
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The Strategic Committee comprises five directors. During the Reporting @J{EH%%E =g %é%iﬂﬁﬁi BREZEENR
Period, the Strategic Committee convened one meeting. Details of such EHIRT T IREE e BROT
meeting are as follows:
On 18 November 2016, the resolution regarding the change of the head 2016¢ 1180  BEBAEETHKEER
of the secretariat of the Strategic Committee of the Board was considered SWERFTAEEMNRE -
and passed.
The members of the Strategic Committee and their attendance at the BREZETHERERTHLERBR
meetings are as follows:
Required attendance in 2016 Actual attendance

Name Description 2016 FHEH BB
HE A FEERRE BHEXE
Wang Jun (Chalrman) Chairman of the committee
EERT ZEgIRE 1
Wu Yan
(independent non-executive

Director) Member of the committee 0 (Entrusted Liu Ning to vote)
B IFMITERR K ZEg%8 0(ZRAERR)
Li Junjie (executive Director) Member of the committee 0 (Entrusted Wang Jun to vote)
HITEEFTEN ZEg%8 O(ZHRTERR)
Xia Zhonghua (non-executive

Director) N Member of the committee
EMITEEFEPE ZB88 %8 1
Du Yuexi (executive Director) Member of the committee
WITE B RER Z8g%E8 1

ERREEERNDBRAE ZEB-RFFERE
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Others (continued)

Corporate Governance Report (continued)
Performance of duties by the Audit Committee under the Board of
Directors

The authority and power of the Audit Committee was formulated
in accordance with advice provided in “A Guide for Effective Audit
Committees” issued by Hong Kong Institute of Certified Public
Accountants, the Code and the “Code of Corporate Governance for Listed
Companies in China” issued by the CSRC. Its major duties include: to
review and monitor the quality and procedure of the financial reporting of
the Group, to review the completeness and effectiveness of the internal
control system of the Company, to appoint independent auditors, to
coordinate their work and review the quality and efficiency of their work,
and, lastly, to review all written reports issued by internal auditors and the
management’s feedback on such reports.

The Audit Committee comprises three directors. During the Reporting
Period, the Audit Committee convened eight meetings. Details of such
meeting are as follows:

(1) On 26 January 2016, the Audit Committee reviewed the 2015
consolidated financial statements of the Company, and the financial
statements of the parent company and subsidiaries, and agreed
with the content of the financial statements; considered and passed
the resolution in relation to Beijing Tianhai Industry Co., Ltd., a
subsidiary of the Company, waiving its right of first refusal and
connected transactions under the Capital Increase Agreement of
Beijing Minghui Tianhai Gas Storage and Transportation Equipment
Sales Co., Ltd, and published the following audit opinion: 1) The
connected transactions between the Company and the connected
party conform to the Company's business operations and long-
term strategic development. They are in the best interest of the
Company and its shareholder as a whole. In line with the principle
of fair transaction and marketization, the pricing is objective, fair
and reasonable as well as in compliance with the requirement of the
relevant laws and regulations and the Articles of Association of the
Company. The case of damaging the Company and its shareholders,
especially the interest of minority shareholders would not exist.
2) Agreed to submit the resolution in relation to the connected
transactions to the fifteenth extraordinary meeting of the eighth
session of the board of directors of the Company for approval.

(2)  On 9 March 2016, the audit organization of financial statements
and the audit organization of internal control report communicated
with the Audit Committee in respect of the problems of the audit
work for the 2015 Annual Report and the problems of the audit
work for the internal control respectively; the Audit Committee
communicated with the auditor in respect of the compilation work
for the Annual Report as well as the design and implementation of
the internal control procedures such as monetary funds, impairment
of assets, etc.
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Section 11

X. Others (continued)
Corporate Governance Report (continued)

(€)

On 17 March 2016, the Audit Committee carried out the audit
for the Company’s audited financial statements for 2015 and the
internal control audit report for 2015. After auditing, the Audit
Committee considered that: 1) the content of the Company's
financial statements for 2015 audited by ShineWing Certified Public
Accountants is true and reliable. The financial statements fairly
and accurately reflect the Company’s financial position as at 31
December 2015 and operating results for 2015. The compilation
of the financial statements complied with the relevant regulations
and financial policies. 2) The content of the internal control audit
report for 2015 issued by BDO China Shu Lun Pan Certified Public
Accounts is true and reliable. The report objectively and fairly
reflects Company’s internal control status as at 31 December
2015 and the internal control results for 2015, and the report
complies with the relevant regulations and policies. 3) Considered
and passed the 2015 Self-Assessment Report on the Company’s
internal control. 4) Considered and passed the resolution on the
performance of duties by the Audit Committee for 2015. 5) Based
on the audit workload undertook by ShineWing Certified Public
Accountants in 2015 and its working performance, the Audit
Committee agreed with the resolution in relation to the proposed
payment of audit fees for 2015 of RMB0.9 million to it. 6) Based
on the audit workload undertook by BDO China Shu Lun Pan
Certified Public Accounts in 2015 and its working performance,
the Audit Committee agreed with the resolution in relation to
the proposed payment of audit fees for 2015 of RMB0.38 million
to it. 7) Based on the working performance of the audit services
provided by ShineWing Certified Public Accountants in 2015,
the Audit Committee decided to re-appoint ShineWing Certified
Public Accountants as the audit organization for the 2016 financial
statements of the Company. 8) Based on the working performance
of the audit services provided by BDO China Shu Lun Pan Certified
Public Accounts in 2015, the Audit Committee decided to re-
appoint BDO China Shu Lun Pan Certified Public Accounts as the
audit organization for the 2016 internal control of the Company.
9) Considered and passed the proposal for profit distribution of the
Company for 2015. 10) Considered and passed the resolution on
the impairment provision of the Company for 2015. 11) Considered
and passed the audit plan of the Company for 2016. 12) Considered
and passed the proposal for the internal control of the Company
for 2016. 13) Considered and passed the operating plan of the
Company for 2016. The above resolutions were submitted to the
Board for consideration and approval.

On 22 April 2016, the first quarterly report of the Company for
2016 the Audit Committee was considered and passed by the
Audit Committee and submitted to the Board for consideration and
approval.

On 11 August 2016, the Audit Committee considered and passed
the 2016 Interim Report of the Company and its summary, the
resolution on the impairment provision of the Company for the
half year of 2016, the resolution on the 2016 finance budget of
BTIC America Corporation, a subsidiary of Beijing Tianhai, and the
resolution on the provision of financial assistance by the Company
to its subsidiary, Beijing Tianhai. The above resolutions were
submitted to the Board for consideration and approval.

On 25 October 2016, the Audit Committee considered and
passed the third quarterly report of the Company for 2016 and
the resolution on revising The Working Procedures for the Annual
Report by the Audit Committee of the Board. The above resolutions
were submitted to the Board for consideration and approval.
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X. Others (continued) + ~ HAth (a0

Corporate Governance Report (continued) TEERRE @)

(7)  On 18 November 2016, the Audit Committee considered and (7) 2016511 A18H B ZEZHAB
passed the resolution on the change of the head of the Secretariat BEREETEEGNERTIAZEN
of the Audit Committee. Upon consideration, the Audit Committee BE KRB REBSIREAZEE
agreed to appoint Yang Yi as the head of the Secretariat of the MERFT URAEKELEMERRERE

Audit Committee and submit the above resolution to the Board for
consideration.

On 28 December 2016, the Audit Committee considered and
passed the 2016 Audit Plan of the Company and the 2016 Internal
Control Audit Plan of the Company. The Audit Company required
the audit organization to submit the audit report according to
the agreed timeframe in accordance with the requirements of the
relevant laws and regulations.

$/\|—H#‘ZO

2016¢1ZHZSE B ZECEGA
NEI2016 FEFRETFTE : FEB
AR2016 FEANEPIEHIETME] - 8|
qué%i@%‘&I%m&%*ﬁﬁﬁEa&é
EIREIRTE  MBHTHNERRERET
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tRREKERERGRNERS
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The members of the Audit Committee and their attendance at the =
meetings are as follows:

nm

Required attendance

in 2016 Actual attendance

Name Description 2016 FHEH BRHE
HE L] BEERRE BHEXE
Yang Xiaohui (independent

non-executive Director) Chairman of the committee
B IR TESIHERIE ZEGXE 8 8
Fan Yong (independent

non-executive Director Member of the committee
BYIENITESRE ZBgZ%E 8 7
Jin Chunyu

(non-executive Director) Member of the committee
FNTEEEEE ZE® ?E 8 7
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Others (continued)

Corporate Governance Report (continued)

Performance of duties by the Remuneration and Monitoring
Committee under the Board of Directors

The major duties of the remuneration and monitoring committee are
to study and review the Company’s remuneration policy and incentive
mechanism; with responsibility delegated by the Board, to determine the
remuneration packages of the Company’s executive Directors and senior
management officers; to formulate the appraisal standard for Directors
and senior management officers of the Company and to assess them; and
to submit the results of assessment to the Board for review and approval.

The Remuneration and Monitoring Committee comprises three directors.
During the Reporting Period, the Remuneration and Monitoring
Committee convened three meetings. Details of such meeting are as
follows:

(1) On 17 March, 2016, the resolution regarding the Remuneration
and Results of Performance Assessment of the senior management
officers of the Company for 2015 was considered and passed,
which had been submitted to the Board for consideration and
approval.

On 29 April 2016, the resolutions regarding the amendments to
the Administrative Measures on Remuneration and Performance
Assessment for Senior Management Officers, the standard annual
salary and the position coefficient of the senior management
officers for 2016, and the 2016 Performance Contract of Senior
Management Officers were considered and passed, which had been
submitted to the Board for consideration and approval.

On 18 November 2016, the resolution regarding the change of
the head of the secretariat of the Remuneration and Monitoring
Committee of the Board was considered and passed, which had
been submitted to the Board for consideration and approval.

In 2017, the Remuneration and Monitoring Committee of the Board will
continue to strengthen their work and further intensify the assessment
regarding the senior management officers of the Company so as to help
the Company formulate a better remuneration and assessment system.

The members of the Remuneration and Monitoring Committee and their
attendance at the meetings are as follows:

Required attendance 2016

Name

e

Description

A

Wu Yan (independent

non-executive Director) Chairman of the committee

B FEITE R ZEg*
Liu Ning (independent

non-executive Director) Member of the committee
BUERITEERE ZE®ZE
Chen Changge

(executive Director) Member of the committee
HITEERESE ZB®%E8

Corporate Governance
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2016 FHEH BRLE
FEBERY FERY
3 3
3 3
3 3
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Others (continued)

Corporate Governance Report (continued)

Performance of duties by the Nomination Committee under the
Board of Directors

The major duties of the Nomination Committee are to study and suggest
on the candidates and election standard and procedures for Directors and
the senior management officers.

Pursuant to the Corporate Governance Code, the Company adopted a
board diversity policy (the”Board Diversity Policy”) which sets out the
approach to achieve and maintain diversity in the Board in order for
the Board to maintain a competitive advantage. The Company seeks to
achieve board diversity through the consideration of a number of factors,
including but not limited to the talents, skills, regional and industry
experience, background, race, age, gender and other qualities. The
Nomination Committee will consider and, if appropriate, set measurable
objectives to implement the Board Diversity Policy and review such
objectives to ensure their appropriateness and ascertain the progress
made towards achieving those objectives. The Nomination Committee will
review the Board Diversity Policy from time to time to ensure its continued
effectiveness.

The executive directors and non-executive directors of the Company
have rich experience in production, operation and management and
make reasonable decisions in respect of the matters proposed by the
Board. Among the four independent non-executive directors, one is a
fellow member in pressure container industry with rich experience in gas
storage transportation equipment industry; one is a PRC solicitor with
accomplishments in law; one is a PRC registered accountant with many
years of experience in respect of corporate management advisory and
accounting practice; and one is a researcher in securities industry with
rich experience in corporate merger and acquisition as well as fining.
Such independent non-executive directors have full capability of assessing
internal control and reviewing financial report. The composition of the
Board was in full compliance with the requirements of the relevant
domestic and overseas laws and regulations and standardized documents.

The Nomination Committee comprises three directors. During the
Reporting Period, the Nomination Committee convened two meetings.
Details of such meetings are as follows:

(1) Given Mr. Chen Changge no longer served as the director and
chairman of the borad of Beijing Tianhai Industry Co. Ltd., a
subsidiary of the Company, and the director and chairman of the
borad of Jingcheng Holding (Hong Kong) Company Limited, on
2 June 2016, according to the provisions of Rules of Procedure
of the Nomination Committee of the Company, and with the
full understanding of the occupation, education background,
professional titles, details of working experience and all part-time
jobs of the nominees, the Nomination Committee of the Board of
the Company considered and passed the resolutions in relation
to the nomination of Mr. Wang Jun as candidate for director and
chairman of the borad of Beijing Tianhai Industry Co. Ltd., Mr. Li
Junjie as candidate for chairman of the board of Jingcheng Holding
(Hong Kong) Company Limited, and Mr. Tan Yigian as candidate
for director of Jingcheng Holding (Hong Kong) Company Limited,
which had been submitted to the Board for consideration and
approval.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Corporate Governance Report (continued) m%%)ﬁ‘iﬁ% (1)
(2)  Given Ms. Jiang Chi no longer served as the secretary to the (2) ZRA T TEEHNRETBES

Aﬂ%%@&%ﬂa&i‘% 2016411 A 18
B BEAGKIREEZEGHERIDE

Board of Directors of the Company due to changes in work, on 18
November 2016, according to the provisions of Rules of Procedure
of the Nomination Committee of the Company, and with the AAREZGREEZEGERDE
full understanding of the occupation, education background, RIGIE S ABRZE  BF « Bifg - ¥ T
professional titles, details of working experience and all part-time TEEEIE - 2EBFRIMFIEIIE %u%%%_iﬁ
jobs of the nominees, the Nomination Committee of the Board of %E%ik?"\f‘ﬁélzi% RIZEEGMEREA
the Company considered and passed the resolution in relation to MmE TRERRXRESS %pé

the nomination of Mr. Luan Jie as candidate for secretary to the

Board of the Company, which had been submitted to the Board for

consideration and approval.

AABKIREBZEGAERADT JIRTEE

The nomination process, recommendation procedure and the

qualifications and basic requirements for directors are set out in the
Rules of Procedure of the Nomination Committee of the Company.
During the Reporting Period, the nomination committee supervised and
guided change of the secretary to the Board of Directors of the Company
and replacement of the candidates for directors of subsidiaries, and
successfully completed such task.

The members of the nomination committee and their attendance at the
meetings are as follows:

RENSA  BHEIEFALEENERERN
EAZREEFR - KRERN - REZEGHD
AESEEREFTENERTARERESR
L@IVE HEITTEEMIEE - IBFITTR T IR
T

RELZBERERERGRNFERS

Actual attendance

Required attendance 2016

Name Description 2016 EEH ERHE
HE Bl FEEBERH BBNRE
Liu Ning (independent
non-executive Director) Chairman of the committee
B FEITEERIE ZEGXRE 2 2
Fan Yong (independent
non-executive Director) Member of the committee
BIUIEITERRE ZE88%8 2 2
Chen Changge (Director and
General Manager) Member of the committee
BE  ARERRE ZE®%E 2 2
During the Reporting Period, the Company was in compliance with REREEA - ANARIE BT LR AT 8+
the code provisions stipulated in the Corporate Governance Code (the (EERSFANFALD SR E ©

“Code") as set out in Appendix 14 of the Listing Rules.

During the Reporting Period, the Company has adopted the requirements
in the Model Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix 10 of the Listing Rules. For the purposes of this
Report, the Company has enquired all the Directors specifically and all
of them have confirmed with the Company that they have completely
complied with the requirements of the Model Code for Securities
Transactions by Directors of Listed Issuers during the Reporting Period.

The Company has received the Statement Regarding the Confirmation of
Independence submitted by the four independent non-executive Directors
pursuant to the requirements of Rule 3.13 of the Listing Rules, and the
Board considers that the said four independent non-executive Directors
are independent.

REBEAN - AR F R L5 AP 8%+
(EMBETABEEETES I HHRESTA)
ARFEREBARSHENMMAESRFD
FESH  MEEZECHARAMR  EXR
EHANREE 2B K ETETAERETE
HFRHIRESTA) o

AN AR 2B IEMITE IR E iR A
F3I3FEZERRINEIIMRABRAE - A
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127




128

Section 11 Corporate Governance
B+—8 QRRE

X. Others (continued)

Corporate Governance Report (continued)

Directors and Composition of the Board of Directors

The Board of the Company consists of eleven directors, including four
executive directors, three non-executive directors, and four independent
non-executive directors and the independent non-executive directors
account for more than one-third of the total members of the Board. The
members of the Board of Directors are as follows:
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Section 11

Others (continued)

Corporate Governance Report (continued)
Directors and Composition of the Board of Directors (continued)

Description:

The executive directors and non-executive directors of the Company have rich
experience in production, operation and management and make reasonable
decisions in respect of the matters proposed by the Board. Among the four
independent non-executive directors, one is a fellow member in pressure container
industry with rich experience in gas storage transportation equipment industry; one
is a PRC solicitor with accomplishments in law; one is a PRC registered accountant
with many years of experience in respect of corporate management advisory and
accounting practice; and one is a researcher in securities industry with rich experience
in corporate merger and acquisition as well as fining. Such independent non-
executive directors have full capability of assessing internal control and reviewing
financial report. The composition of the Board was in full compliance with the
requirements of the relevant domestic and overseas laws and regulations and
standardized documents.

During the Reporting Period, to the best of the knowledge of the Board, there
exists no relationship between and among the directors of the Board (including the
chairman and the general manager) with respect to finance, business, family and
relatives or other material/relevant relationship required to be disclosed.

The Company is in strict compliance with the relevant binding terms for securities
transactions by directors as set out by the PRC and Hong Kong regulatory authorities
and is always adhering to the principle of being in strict compliance with terms.

1. Chairman and General Manager
The Chairman and the general manager of the Company are
assumed by different persons, and their respective duties are clearly
divided.

The Chairman, the legal representative of the Company, is elected
by more than half of all directors of the Board. The Chairman is
responsible for corporate planning and strategic decision-makings
and chairing the Board, and ensuring that the Board will examine
and adopt all involved matters in an appropriate manner for
facilitating the effective operation of the Board.

The Chairman is entitled to preside over the general meetings, to
convene and chair the Board meetings, to examine and check the
implementation of the resolutions of the Board, and to sign the
securities issued by the Company and other important documents.
Upon authorised by the Board, the Chairman can also convene
the general meetings and provide guidance to the Company’s
important business activities during the adjournment of the Board
meetings.

The general manager is appointed by the Board and is accountable
to the Board. The general manager leads the management to
take charge of daily production, operation and management
of the Company, and organization and implementation of all
resolutions of the Board. As required by the Board or the supervisory
committee, the general manager will report to the Board or the
supervisory committee, on a regular basis, regarding the execution
and performance of major contracts, and the utilisation of funds, as
well as the profit and loss.
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Corporate Governance Report (continued)

2.

Executive Directors, Non-executive Directors and Independent
Non-executive Directors

Like the other directors, the existing non-executive directors and
independent non-executive directors of the Company have the term
of office being three years, commencing from 26 June 2014 to the
conclusion of 2016 Annual General Meeting.

No Director proposed for re-election at the forthcoming AGM has a
service contract with the Company which is not determinable by the
Company within one year without payment of compensation (other
than statutory compensation).

Authority and Powers of the Board of Directors

The Board of Directors exercises the authority and power conferred
by laws and regulations and the Articles of Association. Such
powers mainly include:

To convene general meetings and implement such resolutions of the
general meetings;

To decide upon the annual operating plan and material investment
plan of the Company;

To formulate and prepare the financial budget, profit distribution
plan, basic management mechanism and material acquisition or
disposal plan of the Company;

To appoint or dismiss the Company’s general manager and to
appoint or dismiss the Company’s senior management officers
including the deputy general manager(s) and the financial controller
based on such nominations made by the general manager;

To propose to the general meeting to re-appoint or replace the
Company’s accounting firms being responsible for the Company’s
audit work;

To examine and adopt the report of the Company’s manager(s);
To exercise the financing and borrowing rights of the Company

and decide upon such matters concerning the mortgage, lease and
transfer of the Company’s material assets.
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X. Others (continued)

Corporate Governance Report (continued)

4. Remunerations of Directors and Senior Management Officers
and Assessment of the Board

Service contracts of directors and supervisors

The directors and supervisors have entered into written

contracts with the Company wherein the main contents

thereof are as follows:

(1)

@)

(ii)

Each contract for the directors of the eighth session of
the Board of Directors and Supervisors of the eighth
session of the Supervisory Committee shall commence
from 26 June 2014 to and until the conclusion of 2016
Annual General Meeting.

An annual salary system is in place for senior
management. The annual salary of senior management
of the Company comprise four parts, being basic
annual salary, quarterly performance pay, annual
performance pay and special contribution income. The
basic annual salary is determined by the remuneration
and monitoring committee at the beginning of each
year with reference to industry compensation level, the
results of operation of the Company for the previous
year and total remuneration. The position coefficients
are determined based on position evaluation. Typically,
the position coefficient of general manager is 1, and
the position coefficients of deputy general manager,
secretary to the Board and other senior management
officers range from 0.5 to 0.9.

The basic annual salary and the quarterly performance
pay are paid on a monthly basis, while the amount
of annual performance pay shall be determined
in accordance with the following formula: Annual
performance pay = Standard annual salary x Position
coefficient x 50% x Appraisal factor, which shall be
determined based on the results of performance
appraisal. Special contribution income may be granted
to senior management officers who have made
significant contribution to the implementation of the
strategies of the Company or have received awards
from the government or industry associations for
significant innovation in management, technological
innovation and strong investment income. Special
contribution income shall be reviewed by the
remuneration and monitoring committee under
the Board before submission to the Board for
consideration and approval and shall not exceed
RMBO.1 million. Each new non-executive Director
shall have the right to receive annual fee of no more
than RMB40 thousand. Each new independent non-
executive Director shall have the right to receive annual
fee of no more than RMB60 thousand. Each new
supervisor shall have the right to receive annual fee of
no more than RMB40 thousand.
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Corporate Governance Report (continued)

Remunerations of Directors and Senior Management Officers

and Assessment of the Board (continued)

(2) Assessment and Motivation Mechanism for Senior
Management Officers
During the Reporting Period, the Board of the Company
entered into the Performance Assessment Contract for Senior
Management with the senior management officers. The
remuneration and monitoring committee of the Board would
propose the appraisal of the senior management officers to
the Board for examination and approval in accordance with
the completion of the performance contracts by the senior
management officers.

Duties of the management

Pursuant to the authority and power conferred by the Articles of
Association, the management level of the Company undertakes the
major duties as follows:

To be responsible for organizing and implementing the Company’s
annual operating plan and investment plan;

To propose the establishment of internal management institution
for the Company;

To propose the basic management mechanism for the Company;

To appoint or dismiss such management members whose
appointment and dismissal are not subject to the Board of Directors;

To formulate the basic regulations for the Company.

Remunerations of auditors

At the 2015 Annual General Meeting convened on 16 June 2016,
the Company re-appointed ShineWing Certified Public Accountants
LLP as the domestic and overseas auditors of the Company for 2016
Financial Report and appointed BDO China Shu Lun Pan Certified
Public Accounts LLP as the accountant for 2016 internal control
report and authorized the Board to determine the remunerations of
these two auditing firms.

During the Reporting Period, ShineWing Certified Public
Accountants LLP reviewed the attached financial report prepared
under the PRC Accounting Standards and BDO China Shu Lun Pan
Certified Public Accounts LLP reviewed the internal control report of
the Company.

During the Reporting Period, none of the analysis on the
remuneration of the auditor for the provision of non-audit services
to the Company was provided by ShineWing Certified Public
Accountants LLP and BDO China Shu Lun Pan Certified Public
Accounts LLP.

During the Reporting Period, the audit fee payable to ShineWing
Certified Public Accountants LLP amounted to RMBO0.9 million.
The audit fee includes all fees related to audit services provided to
the Company by the auditors, including audit fee and review fee.
The audit fee payable to BDO China Shu Lun Pan Certified Public
Accounts LLP amounted to RMB380,000. The audit fee includes
the review fee paid to auditor for reviewing the effectiveness of the
design and implementation of the internal control contained in the
Company’s financial report.
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X. Others (continued)
Corporate Governance Report (continued)

6.

Remunerations of auditors (continued)

As at 31 December 2016, ShineWing Certified Public Accountants
LLP had provided auditing services for the Company for 10 years,
and BDO China Shu Lun Pan Certified Public Accounts LLP has
provided auditing services for the Company for 6 years.

A resolution regarding whether ShineWing Certified Public
Accountants LLP and BDO China Shu Lun Pan Certified Accounts are
to be re-appointed as the Company’s auditors for the year 2017 will
be submitted to the 2016 Annual General Meeting.

During the Reporting Period, directors are separately assuming the
responsibilities of preparing the financial report and internal control
report. Please refer to “Auditor’s Report and Financial Statements”
as set out in Section 12 and “Internal Control” as set out in Section
13 of this Annual Report, for the particulars of the opinions on the
financial report and internal control report issued by ShineWing
Certified Public Accountants and BDO China Shu Lun Pan Certified
Public Accounts LLP respectively.

Internal control

Details on the internal control of the Company implemented by
the Board of Directors are set out in the section headed “Internal
Control” as set out in Section 13 of this Annual Report.

Delegation of authority by the Board of Directors

During the Reporting Period, any implementation of delegation of
authority by the Board of Directors to the operation management
level shall be subject to the approval of the Board of Directors.
Such delegation also requires the operation management level to
regularly report the implementation results regarding such matters
under such delegation. The Board has not delegated any authority
with respect to managerial or administrative functions to its
committees thereunder.

Corporate governance functions

During the Reporting Period, the Board of Directors performed its
duties regarding corporate governance: (1) to develop and review
the Company's policies and practices on corporate governance; (2)
to review and monitor the training and continuous professional
development of directors and senior management; (3) to review and
monitor the Company’s policies and practices on the compliance
with legal and regulatory requirements; (4) to develop, review and
examine the staff's manual applicable to employees and directors;
and (5) to review the Company’s compliance with the code and
disclosure in the Corporate Governance Report. Details on the
implementation of the foregoing matters are set out in the section
headed “Internal Control” as set out in section 13 of this Annual
Report.
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10.

11.

12

Secretary to the Board
(1) The secretary to the Board is a senior management officer of
the Company.

(2)  The secretary to the Board is appointed by the Board of
Directors of the Company and reports duty to the Chairman.

(3)  The main duties of the secretary to the Board include:
to assist the directors with their handling of the day-to-
day business of the Board; to continuously provide the
directors with, remind the directors of, and ensure that the
directors are aware of, the domestic and foreign regulators’
regulations, policies and requirements in respect of the
operation of the Company; to assist the directors and
managers in proper compliance with domestic and foreign
laws, regulations, the Articles of Associations and other
relevant rules in exercising their power and performing their
functions; to be responsible for organizing and preparing the
documents of the Board and of the shareholders’ general
meetings; to duly keep meeting minutes; to ensure that
decisions made at meetings are made in accordance with
statutory procedure and to know well of the implementation
of the resolutions of the Board of Directors; to be responsible
for arranging and coordinating the disclosure of information,
coordinating the relationship with investors and enhancing
the transparency of the Company; to participate in arranging
for capital market financing; to handle the relationship with
intermediary organisations, regulators and the media, and to
promote good public relations.

Participation in trainings by directors, supervisors and senior
management officers

To further develop and update the knowledge and skills of the
directors, supervisors and senior management officers such that
they can better serve the Company, all directors, supervisors and
senior management officers of the Company, during the Reporting
Period, participated in trainings in relation to the Listing Rules,
Corporate Governance, Corporate Internal Control, Prevention of
Insider Trading, Information Disclosure, and Responsibilities of the
Directors. During the Reporting Period, all directors and supervisors
participated in professional trainings for no less than 8 learning
hours.

Statement regarding Responsibility for financial statements
by the Board of Directors

This statement is made for Shareholders to differentiate the
respective responsibilities of the Directors and the auditors in
connection with service reports which should be read in conjunction
with the statement regarding responsibility by auditors contained in
the auditors’ report set out in the financial statements.

The Board of Directors is of the opinion that as the Company’s
resources are sufficient for its operation in the foreseeable future,
the financial statements have been prepared based on the going
concern principle, and that in preparation of such financial
statements, applicable accounting policies were completely
implemented, supporting by reasonable and prudent judgment
and valuation, and that the preparation of the statements is in
compliance with all accounting standards the Board of Directors
considers applicable.

The Directors are responsible for ensuring that the accounts record
prepared by the Company reasonably and accurately reflects the
Company’s financial position, and that the financial statements are
in compliance with relating accounting requirements in the PRC and
Hong Kong.
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13. The Company maintained sufficient public float during the 13 ARRARFREARETHAZESH
Reporting Period. B e

14.  Shareholders’ Right 14 REER
(@) To convene an extraordinary general meeting (a) 7;:77%%'5%&1%75 =

Where Shareholders request to convene an extraordinary AR Bk BRI R A g sl &

general meeting or class meeting, the following procedures ﬁ,ﬁﬂﬂﬁﬁ?’;% CEERBTYR

shall be followed: Friftig -

(i) Two or more Shareholders who collectively hold more () AFABEEZBBITNE
than 10% (10% inclusive) of the voting shares at EELARREORNED
the proposed meeting may make a resolution to the 2T E(EEDZT)
Board on holding an extraordinary general meeting ) W M 2 & W E LA E 8RR
or class meeting by signing one or several written BN EE M EH
requests with same content in same format and may DRERARNANERE
define the meeting agenda. The Board shall convene ko RmES=E A SR
such meeting as soon as possible upon receipt of the REASHEEAIRRS
aforesaid written request(s). The aforesaid number w WHEAgZRNEME-
of shares held shall be calculated as of the date EEgLWIMAER
when the written request(s) was put forward by the ThEEERRE EBE
shareholders. REXKEXEHRRRE

& o AR AR BUR IR R IR
HEBZRAGE -

(i) In the event that the Board fails to give a notice of (i) WREESEWIATNE
convening such meeting within thirty days upon mMEREBE=+THRNLAH
receipt of the aforesaid written request(s), the PEEEHNBE  =BE
shareholders who put forward the request(s) may ZERKMBRRAINEES
convene such meeting of their own accord within four gWBZEKEMNERR
months upon receipt of the request by the Board, and BITESE% A5WE
the procedures for convening such meeting shall be FRERMEHESEEE
the same as those for convening a general meeting by ERREGHNEFER -
the Board where possible.

The expenses reasonably incurred by shareholders in HX$I§$A§Kfﬁ“ it ESKERTT

convening and holding such a meeting because of the EEMBETARTRITEREN

Board'’s failure to hold such meeting at the aforesaid request Eﬁﬁ%’fiﬂﬁ/\ﬁg‘ﬁﬁ EEHD

shall be borne out by the Company and shall be deducted 7¥K€* Imﬁé ARNABES

from any payment due by the Company to directors of FIBH IR

misconduct.

Where the shareholders decide to convene a general meeting BREREBITA %Hﬁﬁﬁ@ﬂ'\] '

of their own accord, it/they shall give a written notice to the EEEEBAESES  AKAAQ

Board and shall simultaneously file the case with the local AP TR P B 58 B & R H A AT

office of the CSRC and the stock exchange in the locality BERDIHER -

where the Company operates for record.

Prior to the announcement of the resolution of the general TERERE )%u%%ﬁ%ﬂ  BER

meeting, the shareholding by the convening Shareholders HIFR ﬁlﬂ_ SIER10% - BE

shall be not less than 10%. When the convening shareholders IRERFEEE HIRR A @Mk
deliver a notice of general meeting and make the HREASREAER  @MAF

announcement of the resolution of the general meetings, the Fr1E 3t 7 (B0 75 85 & IR A 1 0 38

convening shareholders shall submit the relevant evidencing ERX SR EREEEM R -

materials to the local office of the CSRC and the stock
exchange in the locality where the Company operates.

(b) The content of such resolution to be submitted to the general b) PREASRZRERRZREENAR
meeting shall fall in the scope of the authority and power fEE B R K’@Hﬂ%ﬁel EEH
of the locality shall have definite topics to be discussed and WEREMARRAZEEE LAF
specific matters for resolution and shall be in compliance with BER  TBUEAR MR R EZH

the relevant provisions of the laws, administrative regulations BRRE °
and the Company’s Articles of Association.
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X. Others (continued)

Corporate Governance Report (continued)
14.  Shareholders’ Right (continued)

(b) (continued)

Shareholders that independently or collectively hold 3% or
more of the shares in the Company may make a temporary
resolution and submit it to the convener(s) in written form
ten days prior to the convening of the general meeting.
The convener(s) shall deliver a supplementary notice of the
general meeting to announce the content of the temporary
resolution within two days upon receipt of the resolution.

Except as provided in the preceding paragraph, after
delivering a notice of general meeting, the convener(s) may
not make any amendments to the resolutions included in
the notice or add any new resolutions. Where the election
of directors or supervisors is proposed to be discussed at
a general meeting, the detailed information about the
candidates for directors or supervisors shall be sufficiently
disclosed in the notice of the general meeting, including:

(i) Personal information regarding educational
background, working experience and concurrent
positions;

(i) Whether he/she has any related relationship with the
Company or its controlling shareholders or beneficial
controllers;

(i)  The number of shares held in the Company to be
disclosed; and

(iv)  Whether he/she has been punished by the CSRC and
other authorities and penalised by the stock exchange.

A single resolution shall be made for each candidate for a
director or a supervisor, except for directors or supervisors
elected by way of cumulative voting system.

(c) Shareholders may send their enquires requiring the Board's
attention to the Secretary to the Board at the registered
address of the Company. The contact details are set out in the
“Company Profile” section of the annual report. Questions
about the procedures for convening or putting forward
resolutions at an AGM or extraordinary general meeting may
also be put forward to the secretary to the Board in the same
manner.

15. During the Reporting Period, there were no material changes
in the constitutional documents of the Company.
Joint company secretaries in Hong Kong
The Company has appointed external service provider to provide
secretary services and appointed Mr. Lo Tai On (“Mr. Lo”) and Mr.
Luan Jie (“Mr. Luan) as joint company secretaries in Hong Kong.
As disclosed in the announcement of the Company dated 18
November 2016, Mr. Luan currently does not have the professional
qualifications required under Rule 3.28 of the Listing Rules. As for
whether Mr. Luan is qualified for acting as a joint company secretary
of the Company, the Stock Exchange has approved the waiver of
Mr. Luan from the requirements of Rule 3.28 of the Listing Rules,
which has been disclosed by the Company on 28 November 2016.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 11

X. Others (continued)
Corporate Governance Report (continued)

16.

Risk Management and Internal Control

The Board, through the assistance of the Audit Committee, has
conducted an annual review of the effectiveness of the Group's
risk management and internal control systems covering all
material controls, including financial, operational and compliance
controls. The Board is satisfied that such systems are effective and
appropriate actions have been taken.

The process used by the Group to identify, evaluate and manage
significant risks is summarized as follows:

(1) Risk identification: identify risks that may pose a potential
impact on the Group’s business and operations through the
Audit Committee, the management and the internal control
department;

(2)  Risk evaluation: evaluate the identified risks based on the
likelihood of the occurrence and impact level of the risk;

(3)  Response to risk: according to the evaluation results on
the magnitude of the risk, risk management strategies are
determined by the internal control department, and through
appropriate mechanisms of the Company to ensure the
effective implementation of internal control procedures to
prevent and reduce the risks.

The main features of the Group’s risk management and internal
control systems are the focus on establishment of a sound internal
control environment, continuous improvement in risks evaluation,
activities control, information and communication, and internal
supervision so as to enhance the Company’s operating efficiency
and ensure the reliability of financial reporting and effective
compliance with applicable laws and regulations, in order to avoid
any financial losses as a result of fraud.

The Board is responsible for the risk management and internal
control systems and reviewing their effectiveness. However, the
internal control systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives and can
only provide reasonable and not absolute assurance against material
misstatement or loss.

The internal control department of the Group reviews the
effectiveness of the risk management and internal control systems
by reviewing the annual internal control audit plan approved by
the Audit Committee, it identifies internal control defects through
periodic audits and special audits. With the recommendation in the
audit proposal and its status of implementation, the department
keeps track and resolves areas of serious internal control defects.

In relation to the handling and dissemination of inside information
in accordance with the Listing Rules and the Securities and Futures
Ordinance (Cap. 571 of the Laws of Hong Kong), the Group has
adopted measures including raising awareness of confidentiality
in the Group, issuing notices regarding “black-out” period and
restrictions on dealings to directors and employees on a regular
basis to ensure compliance when handling and disclosing inside
information.

According to the relevant laws and regulations, combining with the
internal control system and evaluation methods of the Company, in
respect of the routine supervision and special supervision over the
internal control, we have evaluated the effectiveness and adequacy
of the internal control of the Company from 1 January 2016 to 31
December 2016.

Corporate Governance
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To the shareholders of Beijing Jingcheng Machinery Electric Company Limited

Opinion

We have audited the financial statements of Beijing Jingcheng Machinery
Electric Company Limited (“Beijing Jingcheng”), which comprise the
consolidated and parent company’s balance sheet as at 31 December
2016, the consolidated and parent company’s income statement,
the consolidated and parent company’s cash flow statement and the
consolidated and parent company’s statement of changes in shareholders’
equity for the year then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in
all material respects, the consolidated and parent company’s financial
position as at 31 December 2016, the consolidated and parent company's
results of operations and cash flows for the year then ended in accordance
with Accounting Standards for Business Enterprises.

Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing
for Chinese Certified Public Accountants. Our responsibilities under
those standards are further described in the “Auditor’s Responsibilities
for the Audit of the Financial Statements” section of our report. We are
independent of Beijing Jingcheng in accordance with the Code of Ethics
for Chinese Certified Public Accountants, and we have fulfilled our other
ethical responsibilities of the code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit.

Key Audit Matters

Key audit matters are those matters that we consider, in our professional
judgement, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole and, in forming
our audit opinion thereon, and we do not express a separate opinion on
these matters.

() Withdrawal of inventory falling price reserves
Ue Key audit items
On December 31, 2016, in consolidated financial statement
of Beijing Jingcheng, the book value of inventories is
RMB317.1276 million, and the withdrawn provision for
diminution in value of inventories is RMB57.1939 million.

On each balance sheet date, the management of the
Company will compare the costs and net realizable value of
each inventory item one by one, to measure the inventory
with the lower one, and withdraw inventory falling price
reserves according to the balance that the costs higher than
its net realizable value.
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Section 12

lll. Key Audit Matters (Continued)

() Withdrawal of inventory falling price reserves
(Continued)

.

Key audit items (Continued)

According to the accounting policies disclosed by the
Company, for finished products in inventories, unfinished
products and merchandise inventories which are directly
sold (such as materials for sale), the net realizable value
shall be determined according to estimated sale price minus
estimated selling expenses and relevant taxes; for owned
material inventories for production, the net realizable
value shall be determined according to estimated sale price
of finished product minus estimated incurred cost up to
completion, estimated selling expenses and relevant taxes.

Handling methods in audit

Main audit procedures we implemented are: acquire
inventory list; perform inventory procedure; re-check the net
realizable value of inventories and withdrawal amount to
inventory impairment determined by the management of the
Company.

According to the obtained audit evidence, we believe that
the management’s withdrawal to inventory impairment is
reasonable.

() Withdrawal of idle fixed assets impairment
reserves

.

Key audit items

On December 31, 2016, Beijing Jingcheng withdrew
provision for diminution in value for idle machinery
equipment is of RMB 17,539,249.52. During the withdrawal
of fixed assets impairment reserves, Beijing Jingcheng
employed valuation experts to determine the recoverable
amount of idle fixed assets and the impairment amount by
comparing the recoverable amount with the book value of
corresponding assets.

Handling methods in audit

Our audit procedures mainly include acquisition of
information about relevant assets, field investigation,
evaluation of the management’s assertions to idle fixed
assets, rechecking principle of certainty, method and
impairment withdrawal of recoverable amount, and
discussion with experts. At the same time, we checked
the relevant disclosures about Note VI. 9 Fixed Assets and
Impairment of Fixed Assets and Note VI. 41 and Impairment
of Assets.

According to the obtained audit evidence, we believe that the
management’s determination to the impairment amount of
idle fixed assets is reasonable, and that relevant disclosure is
appropriate.
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V.

VI.

Other Information

The management of Beijing Jingcheng (hereinafter referred to as the
“Management”) is responsible for the other information. The other
information comprises the information included in the Beijing Jingcheng
2016 annual report, but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our responsibility
is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of the other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of the Management and Those
Charged with Governance for the Financial

Statements

The Management is responsible for the preparation of the financial
statements in accordance with Accounting Standards for Business
Enterprises to achieve fair presentation; and designing, implementing and
maintaining internal control which is necessary to enable that the financial
statements are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the Management is responsible for
assessing Beijing Jingcheng's ability to continue as a going concern and
using the going concern basis of accounting unless the Management
either intends to liquidate Beijing Jingcheng or to cease operations, or
have no realistic alternative but to do so.

Those charged with governance are responsible to overseeing Beijing
Jingcheng'’s financial reporting process.

Auditor’s Responsibilities for the Audit of the

Financial Statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with auditing
standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are generally considered
material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis
of these financial statements.
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Section 12 Financial Report

Auditor’s Responsibilities for the Audit of the

Financial Statements (Continued)

During the course of audit in accordance with auditing standards, we
exercise professional judgment and maintain professional skepticism. We
also carry out the following works:

(1) Identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis
for our audit. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

(2)  Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of its internal control

(3)  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Management.

(4)  Conclude on the appropriateness of the Management's use of the
going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on Beijing Jingcheng’s
ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements in
accordance with the auditing standards or, if such disclosures are
inadequate, we shall modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause Beijing
Jingcheng to cease to continue as a going concern.

(5)  Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and also whether
the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

(6)  Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within Beijing
Jingcheng to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance audit of the group. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings etc., including any significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with governance with a statement that
we have complied with those relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence and
related safeguards, where applicable.
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VI. Auditor’s Responsibilities for the Audit of the X &I B EH KRB
Financial Statements (Continued) =G
From the matters communicated with those charged with governance, we WELRBEE BB EIER - RMBEEHLE
determine those matters that were of most significance in the audit of the IEE A B RRBARAEE - AMEKH
financial statements of the current period and are therefore the key audit RBETEE  RAMEBIREPHAELSE
matters. We describe these matters in our auditor’s report unless law or 18 BRIEEEREBEIEARBEELEIE » 5§
regulation prohibited public disclosure about the matter or when, in rare ERIDEEET RS BBESETRET
circumstances, we determine that a matter should not be communicated BRREEENNEEERBBREARINRS
in our report because the adverse consequences of doing so would EESNmE  JPIEE NEESTmERE
reasonably be expected to outweigh the public interest benefits of such WZEE -

communication.

This is the translation of Chinese report, relevant content of the Chinese
report shall prevail.

ShineWing Certified Public Accountants LLP Sk AMEEAEERT (FREBEER%)
CICPA: Ji Sheng (Audit Partner) PRt : EROAEBEAEA)
CICPA:  Wang Xin PEGEMEEAD 0 AR

China, Beijing FE bR

March 17, 2017 —O—tF=A++tH
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Consolidated Balance Sheet
EHEEEER

December 31, 2016
2016 12 A31 H

Unit: RMB Yuan
B ARBTT

Prepared by: Beijing Jingcheng Machinery Electric Company Limited
ARELEENT - LRI BRI BR R A

Note Closing Balance Opening Balance

Item EH B s EREHE FARE
Current assets: REEE :

Monetary capital BB VI 1775+ 1 118,829,271.77  182,276,574.47

Deposit reservation for balance HEEEN

Loans to banks and other financial institutions FHES

Financial assets calculated by fair value with IARBEFEAHS

its change included in loss and profit STAEHERNEREE
of current year

Derivative financial assets MTEeRMEE

Notes receivable FEW 5 VI 2/75 ~ 2 16,314,951.71 3,228,891.44

Receivables FEUTBR TR VI.3/75 + 3 215,185,885.26 273,293,153.87

Advance payment B FRI8 VI.4/75 - 4 36,211,833.81 19,166,811.68

Premiums receivable FENRE

Reinsurance accounts receivable FER A RER K

Receivables from subcontracting reserves RS RE REHE

Interests receivable FEU T 2

Dividends receivable FEUAZ A

Other receivables HoAth FE R VI.5/75 + 5 4,580,549.80 1,776,665.84

Purchase resold financial assets BARESREE

Inventories FE VI. 6/7~ * 6 317,127,619.90 390,738,839.19

Divide into assets held for sale D REAFENEE

Non-current assets due within one year —ERE R A E

Other current assets HimEh&EE VI 7175~ 7 54,172,565.88 7,082,519.02
Total current assets REBEES 762,422,678.13 877,563,455.51
Non-current assets: ERBEE :

Loans and payments on behalf BHER KBS

Financial assets available-for-sale HHESHEE

Held-to-maturity investment FAZIHERE

Long-term receivables RHEARE R

Long-term equity investment RERIER A VI. 8/75 + 8 75,181,681.58 68,362,103.21

Investment properties BEMEME

Fixed assets EE&E VI.9/75 + 9 841,900,126.42 960,308,435.85

Construction in progress FREIR VI. 10/75 ~ 10 8,037,077.84

Engineering materials TiEy&

Disposal of fixed assets EEAEsE

Productive biological assets EEMEMEE

Oil and gas assets HREE

Intangible assets B EE VI 11/75 ~ 11 151,586,583.57 156,100,837.99

Development expenditures REZ T

Goodwill ik VI 12/75 ~ 12 3,679,654.40 6,562,344.06

Long-term unamortized expenses REFHER VI 13/75 ~ 13 14,852,487.39 280,524.60

Deferred income tax assets EIEFTS B E VI 14/75 ~ 14 285,691.27 277,330.73

Other non-current assets Ht3EmE B E
Total non-current assets FREBEESTT 1,087,486,224.63  1,199,928,654.28
Total assets EEHA 1,849,908,902.76  2,077,492,109.79

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge

EERKA  TE FTEENIIFRAAN  RRE

Person in charge of the accounting firm: Jiang Chi

BiHIERAN X5
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Consolidated Balance Sheet

SHEERER

December 31, 2016
2016 F 12 A31 H

Prepared by: Beijing Jingcheng Machinery Electric Company Limited

BB IERHEERND AR AR

Unit: RMB Yuan
Bfr - ARMT

Note Closing balance Opening balance
Item EH B s EREHE FARE
Current liabilities: REEE
Short-term loans REfE R VI. 15/75 * 15 190,000,000.00 205,844,240.00
Borrowings from central bank MR RERTT TR
Deposits from customers and interbank “&Hﬁlﬁ?ﬁ&@%ﬁﬁi
Loans from banks and other financial institutions T)?)\‘
Financial liabilities calculated by fair value with /&/’ﬂﬁfﬁ.ﬁ'zﬂﬁ £8)
its change included in loss and profit SABHERNEREE
of current year
Derivative financial liabilities TESRAE
Notes payable Eft =i VI. 16/75 ~ 16 30,000,000.00
Payables FERHER 2R VI.17/7 17 268,518,401.08  398,349,980.01
Accounts collected in advance BRI VI.18/75 ~ 18 43,159,742.00 29,870,362.75
Financial assets sold for repurchase B EESREER
Handling charges and commissions payable ENFEERES
Employee pay payable JE (< B T 5 VI 19/75 ~ 19 25,073,101.25 22,674,924.84
Taxes payable ER T B VI. 20/75 ~ 20 4,755,77434  -42.085.395.89
Interests payable A FIE VI 21/75 21 26,583.33 74,800.00
Dividends payable FETRR A
Other payables E e R VI 22/75 ~ 22 167,017,675.53 166,579,358.42
Reinsurance accounts payable FERT D IRER X
Reserve funds for insurance contracts REE FIEFHS
Acting trading securities REEE %ﬂ
Acting underwriting securities RIBAGHE 50
Divide into liabilities held for sale o RFEFENEE
Non-current liabilities due within one year —FRNEHNIERBEE VI 23/75 23 11,000,000.00 11,000,000.00
Other current liabilities Hinms B & VI, 24/75 ~ 24 279,193.40
Total current liabilities RBEES 739,830,470.93 792,308,270.13
Non-current liabilities: FRBEME :
Long-term loans Eﬁﬂfﬁ*”
Bonds payable FEfHE
Including: preferred shares He @%Hﬁ
perpetual capital securities SKABE
Long-term payables REAFE 3R
Long-term employee pay payable Eﬁﬂfﬁﬁr&léﬁw VI. 25/75 ~ 25 31,163,678.50 31,310,282.67
Special payables HIFFER R VI. 26/7 * 26 103,900,000.00 103,900,000.00
Estimated liabilities SEE =N VI. 27/ ~ 27 3,129,430.00
Deferred incomes BRI
Deferred income tax liabilities REEFEHARE
Other non-current liabilities Hi3EmE B8 &
Total non-current liabilities FRBEEE 138,193,108.50 135,210,282.67
Total Liabilities 8B4 878,023,579.43 927,518,552.80

Legal representative: Wang Jun

EEREZA  ITE FEER

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

Person in charge of accounting: Chen Changge

TLIEREA  [RRE

Person in charge of the accounting firm: Jiang Chi
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Prepared by: Beijing Jingcheng Machinery Electric Company Limited
ARELEENT - LRI BRI BR R A

Consolidated Balance Sheet
EHEEEER

December 31, 2016
2016 12 A31 H

Unit: RMB Yuan
Bfr - ARMT

Note Closing balance Opening balance
Item EH B &E FREEE FHIRE
Owner’s equity FEERES
Share capital A VI. 28/7~ ~ 28 422,000,000.00 422,000,000.00
Other equity instruments HitniEm T A
Including: preferred shares Hep : Bk
perpetual capital securities KBS
Capital reserves BARRNIE VI. 29/75 ~ 29 683,803,181.69 683,803,181.69
Less: treasury stocks & EIEAR
Other comprehensive incomes HAbgrE Was VI. 30/75 * 30 2,390,915.53 1,068,547.60
Special reserves HIgE
Surplus reserves BHNE VI. 31/75 ~ 31 45,665,647.68 45,665,647.68
Provisions for general risk —RERERE
Undistributed profit R B A1 VI. 32/75 32 -588,661,889.61 -439,874,304.42

Total shareholders’ equity attributable
to parent company

Minority Interest DER R
Total shareholders’ equity BREREREE
Total liabilities and shareholders’ equity BENRREREA

Legal representative: Wang Jun

EEREZA - ITE FTEEILIEREA  FRE

BEREARRRERAR

Person in charge of accounting: Chen Changge

565,197,855.29

406,687,468.04

712,663,072.55

437,310,484.44

971,885,323.33

1,149,973,556.99

1,849,908,902.76

2,077,492,109.79

Person in charge of the accounting firm: Jiang Chi

EEEBREA X5

ERFHEERDBER AR

—RAEFFERE
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Balance Sheet of Parent Company

SRREEEER

December 31, 2016

2016F 12431 H

Prepared by: Beijing Jingcheng Machinery Electric Company Limited

Unit: RMB Yuan

BERKA - ITE

MRELEN - LR R ERNDBR AR BAL: ARKTT
Note Closing balance Opening balance
Item EH B s FREEE FARE
Current assets: REBEE :
Monetary capital EBEs 3,764,017.52 4,152,554.89
Financial assets calculated by fair value AR EEGFEEHEEEA
with its change included in loss and ERERNEREE
profit of current year
Derivative financial assets MTEEREE
Notes receivable JEN Z1E
Receivables JE U AR 5K
Advance payment SEINE e
Interests receivable FEUHILE, 16,270,562.82 15,034,062.82
Dividends receivable JE AR A
Other receivables E e W 5K XV. 1/+F 1 345,100,000.00 342,700,000.00
Inventories &

Divide into assets held for sale
Non-current assets due within one year
Other current assets

Total current assets

Non-current assets:
Financial assets available-for-sale
Held-to-maturity investment
Long-term receivables
Long-term equity investment
Investment properties
Fixed assets
Construction in progress
Engineering materials
Disposal of fixed assets
Productive biological assets
Oil and gas assets
Intangible assets
Development expenditures
Goodwill
Long-term unamortized expenses
Deferred income tax assets
Other non-current assets

Total non-current assets

Total assets

SN BEAGENEE
—ERH B IERSEE
HipnBEE

RBEES

FREEE :
AHEESHEE
BEEEEKRE
R EAEIR
REIRGAEIR S
BREERE
EEEE
ERIR
TEYE
EEEERE
EEMENEE
HREE
B AE
R
kS
REFHER
REFTSTHEE
HinIERENEE

FRBEESH
EEHA

9,393.32
365,143,973.66 361,886,617.71

XV.2/TH 2 694,842,724.41 694,842,724.41

6,923.08

694,849,647.49 694,842,724.41
1,059,993,621.15  1,056,729,342.12

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi

FTERILIEREA  FRE

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Balance Sheet of Parent Company

Prepared by: Beijing Jingcheng Machinery Electric Company Limited

BB IERHEERND AR AR

BARIEESER
December 31, 2016

2016F 12431 H

Unit: RMB Yuan
Bfr - ARMT

Note Closing balance Opening balance
Item EH B s FREEE FARE
Current liabilities: RBEE :
Short-term loans = HIER
Financial liabilities calculated by fair value AR BEFEBEZSHA
with its change included in loss and ERERNSREE
profit of current year
Derivative financial liabilities MTEERAE
Notes payable AN E S
Payables FERTERSA
Accounts collected in advance T RIE
Employee pay payable JE A B T3 B 718,140.84 1,750,000.00
Taxes payable BRI 15,154.89 254,990.45
Interests payable FEfIFIE
Dividends payable FE AR A
Other payables H e 5,565,688.80 4,312,825.50
Divide into liabilities held for sale N AHAFENEE
Non-current liabilities due within one year —FRNEEHNIEREAE
Other current liabilities Hinns & & 279,193.40
Total current liabilities REBEES 6,578,177.93 6,317,815.95
Non-current liabilities: FREEME :
Long-term loans RHIERK
Bonds payable FEfHE S
Including: preferred shares Hep : Bk
perpetual capital securities KBS
Long-term payables REAFERK
Long-term employee pay payable = H P < B T A
Special payables SRR
Estimated liabilities BErEE
Deferred incomes B
Deferred income tax liabilities REPTISBEE
Other non-current liabilities HAnIEREN B &
Total non-current liabilities FREEBESE
Total Liabilities afEas 6,578,177.93 6,317,815.95
Owner’s equity FEERES
Share capital A& 422,000,000.00 422,000,000.00
Other equity instruments HiigEm THE
Including: preferred shares Hep : Bk
perpetual capital securities KBS
Capital reserves BARRTE 666,639,987.85 666,639,987.85
Less: treasury stocks & EIFAR
Other comprehensive incomes Hhre W
Special Reserves HIE[F
Surplus reserves BRNIE 38,071,282.24 38,071,282.24
Undistributed profits Ko EFE -73,295,826.87 -76,299,743.92
Total shareholders’ equity BREREREE 1,053,415,443.22  1,050,411,526.17
Total liabilities and shareholders’ equity BEMBRER AT 1,059,993,621.15  1,056,729,342.12

Legal representative: Wang Jun

BERKA - ITE

Person in charge of accounting: Chen Changge

FESIIEREA - [FRE

ERFHEERDBR AR

Person in charge of the accounting firm: Jiang Chi

EEEBREA (5
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Consolidated Income Statement
SPHAER

Year of 2016
2016 F/Z

Prepared by: Beijing Jingcheng Machinery Electric Company Limited
ARELEENT - LRI BRI BR R A

Unit: RMB Yuan
Bfr - ARMT

Amount Amount
Note of this year of previous year
Item R i RERER LERER
. Total operating incomes —BEANA 889,525,250.25 1,076,596,258.89
Including: Operating revenues B @A VI, 36/75 + 36 889,525,250.25 1,076,596,258.89
Interest incomes MEMA
Farned premiums ERRE
Incomes from handling charge FRERBSHA
and commission
II. Total operating costs = BRERK 1,094,190,076.73 1,376,317,634.86
Including: Operating costs Hoh: BERA VI.36/% - 36 791,505,520.14 1015,339,266.43
Interest expenses HEZH
Handling charges and commissions FEERRE X
Surrender value ERE
Net payments for insurance claims BAXLEE
Net change in insurance contract reserves RRRREREESFE
Bond insurance expenses REAMZ M
Reinsurance costs PRER
Taxes and surcharges HeRM V13775237 12,487,149.78 10,730,945.87
Selling expenses pess VI, 38/ - 38 70,892,546.65 75.076,845.20
Administrative expenses EEER VI 39/75 + 39 130,794,181.74 162,725,545.83
Financial expenses HBER VI 40775 + 40 13,909,666.82 13,645,237.16
FAssets impairment loss BERBRR VI 41775+ 41 74,601,011.60 98,799,794.37
Add: gains from changes of fair value M AR EEZS G (BRI (-] FE5)
(with "-" for losses)
Investment incomes (with *-" for losses) BB (18X [-] R4831) VI.42/7% - 42 6,819,578.37 1,563,597.03
Including: investment incomes from related A HREMENSERENRENS 6,819,578.37 1,563,597.03
enterprise and joint venture
Exchange gains (with *-" for losses) I 54 g (IR DA [-| SF4851)
Ill. Operating profits (with "-" for losses) = BERE (RN KE5) -197,845,248.11 -298,157,778.94
Add: non-operating revenues i EEIMIA VL4375 83 22,696,614.78 12,940,608.46
Including: gains from disposal of A ERDAERENG 886,849.74 12,169,408.16
non-current assets
Less: non-operating expenses B BRI VI 44175~ 44 3,865,912.42 5,668,946.00
Including; losses from disposal of Hh: FREEERBRX 2,978,412.68 123,750.85
non-current assets
IV. Total profits (with “-" for total losses) FIBAE (FEaEN (-] %Es) -179,014,545.75 -290,886,116.48
Less: income taxes expense W AERER VI, 4575 + 45 1,643,345.83 5,833,101.10
V. Net profits (with “-" for net losses) B FRE(RERU(-]5ED) -180,657,891.58 -296,719,217.58
Net profits attributable to shareholders of parent company SRR AARRNFHE -148,787,585.19 -207,817,37356
Minority interests income LYRRER -31,870,306.39 -88,901,844.02

Person in charge of the accounting firm: Jiang Chi

EEEBREA (5

Person in charge of accounting: Chen Changge

FESIIEREA - [RRE

Legal representative: Wang Jun

BERKXA  ITE
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Consolidated Income Statement

Prepared by: Beijing Jingcheng Machinery Electric Company Limited
ARELEENT - LRI BRI BR R A

B FER
Year of 2016

2016 E/F

Unit: RMB Yuan
Bfr - ARMT

Amount Amount
Note of this year of previous year
Item R i RERER LERER
VI. Other net comprehensive incomes after-tax E’r@ﬁ’*l&féﬂmégﬁ 2,569,657.92 1,933,450.21
Other Comprehensive Incomes after-tax attributable SREAAMBENE NG RNTIERTE 1,322,367.93 949,814.60
to owners of parent company
(1) Other comprehensive incomes that can not be () ETEEs BRI b A G
reclassified into loss and profit in the future.
1. Changes recalculating and setting the net | B R R e s A F R AT AENED
liabilities or net assets of benefit plan
2. Under equity law, share enjoyed in other %/ﬂm&& Bl ENRERRM
comprehensive incomes in the invested Etmaliat s ﬁﬁﬂ %E
unit that can not be reclassified into loss
and profit in the future
(Il Other comprehensive incomes can be reclassified (Z2)EES BEBRNE A IR 1,322,367.93 949,814.60
into loss and profit in the future.
1. Under equity law, share enjoyed in other 1 ERE T ERRE B E -@“*
comprehensive incomes in the invested fHEpGR KRR ZENNE
unit that can be reclassified into loss and
profit in the future
2. Change loss and profit of fair value of financial LUBRTESBEAEL A BEEDER
assets available-for-sale
3. Mature investment reclassified to loss and profit IREZIMREENERTHLES
of available-for-sale financial assets REERA
4. Valid part of hedging loss and profit of cash flow 4B REERBRNENHS
5. Converted difference in foreign currency SANEEBRENEER VI 46/7% + 46 1,322,367.93 949,814.60
statements for foreign currency
6. Others 6. Eft
Other comprehensive incomes after-tax attributable SRRV IREN A KRN TE 1,247,289.99 983,635.61
to minority shareholders
VII. Total comprehensive incomes t GEVREE -178,088,233.66 -294,785,767.37
Total comprehensive incomes attributable to FENERAREOGA NEEE -147,465,217.26 -206,867,558.96
shareholders of parent company
Total comprehensive incomes attributable to SERNDERENGA N ELE -30,623,016.40 -87,918,208 41
minority shareholders
VI, Earnings per share: N BREE
(1) Basic earings per share (—)EASRYE -0.35 -0.49
(2) Diluted earnings per share (Z)hEERYE -0.35 049

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi

EERRKA - ETFE FTEEIIIEREAN - [FRE

BEHBRAN - 5
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Income Statement of Parent Company

(SEYNSIVVEES

Year of 2016
2016 E/F
Prepared by: Beijing Jingcheng Machinery Electric Company Limited Unit: RMB Yuan
MRELEN - LR R ERNDBR AR BAL: ARKTT
Amount Amount of
Note of this year previous year
Item R i AERER LERER
. Operating revenues - BEHA XV.3/+8 3 2,264,150.94 19,643,769.11
Less: operating costs B BERA
Taxes and surcharges HaRHM -207,153.62 956,781.00
Selling expenses HEER
Administrative expenses EEER 10,576,705.50 17,482,732.59
Financial expenses BT ER -13,924,036.56 -76,454.84
Assets impairment loss BERERL
Add: gains from changes of fair value m: R BESEE (BRI -] FE5)
(with "-" for losses)
Investment incomes (with “-" for losses) BB (18R (-] 4831)
Including: investment incomes from related B HRECENAERRNREANS
enterprise and joint venture
II. Operating profits (with “-" for losses) = BERIR (BRI -] RE5) 5,818,635.62 1,280,710.36
Add: non-operating revenues JIIRR-EZIV/ON
Including: gains from disposal of non-current assets A ERHAERENG
Less: non-operating expenses W EEE 2,814,718.57
Including; losses from disposal of non-current assets i EREAERERK 2,814,718.57
IIl. Total profits (with “-" for total losses) = FmaE(FREE - $E5) 3,003,917.05 1,280,710.36
Less: income taxes expense W FRRER
IV. Net profits (with " for net losses) BRI (RN %E) 3,003,917.05 1,280,710.36
V. Other comprehensive incomes after-tax il ﬁﬂﬁﬁ“%ﬁﬂ@ﬁé%ﬁi
(1) Other comprehensive incomes that can not be (- TEES BEBRN At A KR
reclassified into loss and profit in the future
1. Changes recalculating and setting the net | BB RE R s A F A BT AR
liabilities or net assets of benefit plan #E
2. Under equity law, share enjoyed in other LERETERREENA S “*E}E?
comprehensive incomes in the invested unit MEfGERERZENHE
that can not be reclassified into loss and profit
in the future
(2) Other comprehensive incomes can be reclassified (D)NBEES B ERM L tnAYE
into loss and profit in the future.
1 Under equity law, share enjoyed in other Efm/ﬂﬁ%&&ﬁ IAA B E DR B
comprehensive incomes in the invested unit HEAEARERZENGE
that can be reclassified into loss and profit in
the future
2. Change loss and profit of fair value of financial LABESREEA N EESEER
assets available-for-sale
3. Mature investment reclassified to loss and profit INERIBREENRRT LI ESHAERR
of available-for-sale financial assets
4. Valid part of hedging loss and profit of cash flow 4RSREESRENENNA
5. Converted difference in foreign currency statements SNEEBRENEER
for foreign currency
6. Others 6. Eft
VI. Total comprehensive incomes ~RENEEE 3,003,917.05 1,280,710.36
VII. Earnings per share: - ShlE
(1) Basic earings per share (—)EASRYE
(2) Diluted earnings per share (Z)REERKE

Legal representative: Wang Jun

HEEREZA - TFE

Person in charge of accounting: Chen Changge

FTEEITIFREAN - [FRE

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

Person in charge of the accounting firm: Jiang Chi
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Consolidated Cash flow statement
EHEERER

Year of 2016
2016 FE
Prepared by: Beijing Jingcheng Machinery Electric Company Limited Unit: RMB Yuan
MRELEN - LR R ERNDBR AR BAL: ARKTT
Amount Amount of
Note of this year previous year
Item i iz FEREE LTERER
. Cash flows from operating activities: @‘&?@JEEE’JE%/‘WE :
Cash received from sales of goods or rendering services HEMRD  RESKKINSS 609,607,625.07 876,311,265.73
Net increase in customer bank deposits and due RERRTAL B I
to banks and other financial institutions
Net increase in borrowings from central bank AR R B THE TR
Net increase in placements from other financial A SREERAESFENE
institutions
Cash received from insurance premiums of YHRRRAEARENEHR S
original insurance contracts
Net cash received from reinsurance business WEBRREBR TR
Net increase in deposits from policyholders REEERRENFENE
Dispose the net increase of financial assets calculated Jﬁﬁwﬁﬁ BEFIEAEZEIAES
by fair value with its change included in loss and BRMEREEFENE
profit of current year
Cash received from interests, handling charges KBAE  FEERESNRS
and commissions
Net increase in placements from banks and other FABRSFEME
financial institutions
Net increase in repurchase business capital CREEHE L ME
Refunds of taxes WEIRRERE 26,901,420.40 24,497,361.99
Other cash received concerning operating activities: WEHpEESEHERNRSE VI, 49/75 + 49 21,356,765.16 59,049,301 44
Subtotal of cash inflow from operating activities k&«.&;ﬁﬁﬁﬁun}\ Nt 657,865,810.63 959,857,929.16
Cash paid for purchasing goods or receiving services BB Fﬁuu EXBBTANRE 300,380,795.65 443,119,748.09
Net increase in loans and advances to customers RPEHK Twi'ﬂﬂﬁﬁ
Net increase in deposits with central bank and TR RINEE TR NS
other financial institutions
Cash paid for indemnity of original insurance contracts SRR ﬂﬁ* MRS &
Cash paid for interests, handling charges and XS FEERBENRE
commissions
Cash paid for policy dividends IFREAN MBS
Cash paid to and on behalf of employees IRGEBRIARARIZ MRS 200,545,044.20 229,868,511.51
All taxes paid IRNEENE 60,709,400.17 55,909,526.10
Other cash paid concerning operating activities TREMALEEHERNR S VI 49/75 + 49 109,272,394.23 85,305,743.34
Subtotal of cash outflow from operating activities BETHRLRM NG 670,907,634.25 814,203,529.04
Net cash flow from operating activities REFTHELNRLRETFH -13,041,823.62 145,654,400.12
II. Cash flow from investing activities: 2 REEBELNRLNE:
Cash received from return of investment YEEEREIMRS
Cash received from investments income NERERENEINE S
Net cash received from disposal of fixed assets, REETEE EVEENAMRALE
intangible assets and other long-term assets KERHR S FE 3,000.00 83,300.00
Net cash received from the disposal of subsidiaries BREFRARAMEREMRIINREFE
and other business entities
Other cash received concerning investing activities WEEtER AR ARNRS
Subtotal of cash inflow from investing activities BRERHRSMANT 3,000.00 83,300.00
Cash paid for purchasing fixed assets, intangible REETEE  BVAENAMRAEE
assets and other long-term assets A5 20,097,859.00 11,587,089.56
Cash paid for investment RAZANRS
Net increase in pledge loans Eﬁig TFE e
Net cash paid for the disposal of subsidiaries and FRAREMEEEN X HHREFE
other business entities
Other cash paid concerning investing activities SREMERAESERNRS VI 49/75 ~ 49 3,717,361.42 1,141,749.18
Subtotal of cash outflow from investing activities REZTBRERM G 23,815,220.42 12,728,838.74
Net cash flow from investing activities RETHELNELSRETE -23,812,220.42 -12,645,538.74

Legal representative: Wang Jun Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi

EERRKA - ETFE FEEIIIEREAN - [FRE B HIERAA - Z5
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Consolidated Cash flow statement
EHBEERER

Year of 2016
2016 E/F
Prepared by: Beijing Jingcheng Machinery Electric Company Limited Unit: RMB Yuan
MRELEN - LR R ERNDBR AR BAL: ARKTT
Amount Amount of
Note of this year previous year
Item i iz FEREE LTERER
IIl. Net cash flow from financing activities: = BEEDELENRERE:
Cash received from absorbing investment RERENEINR S
Including: cash received from minority shareholder B FRARKOERER USRS
investment by subsidiaries
Cash received from borrowing REEFRARE R 238,332,769.00 370,675,565.00
Cash received from issuing bonds BESNE MRS
Other cash received concerning financing activities KR EMESE RS ERNE € VI 49/75 ~ 49 138,000,000.00
Subtotal of cash inflow from financing activities EZEHTEMANG 238,332,769.00 508,675,565.00
Cash paid for repayment of debts BREBAIANAS 254,376,539.00 483,603,480.00
Cash paid for allocation of dividends, profit AEEH  FEXERHEAZANRES 17,865,245.21 22,801,825.42
or interest repayment
Including: dividends and profits paid to minority i FARE RO BRENRT] - FE
shareholders by subsidiaries
Other cash paid concerning financing activities IREMESEESERNR S VI 49/75 + 49 5,000,000.00 88,000,000.00
Subtotal of cash inflow from financing activities EEEBRERMG 277,241,784.21 594,405,305.42
Net cash flow from financing activities EETHEENELRERE -38,909,015.21 -85,729,740.42
IV. Effects from change of exchange rate to cash M EXEHHRLRALSENNTE 2,567,096.55 3,034,630.18
and cash equivalents
V. Netincrease in cash and cash equivalent I RERFELEMTEME VI 49/75 + 49 -73,195,962.70 50,313,751.14
Add: Opening balance of cash and cash equivalent n: SR RASEENHE VI, 49/7% - 49 175,776,574.47 125,462,823.33
V1. Closing balance of cash and cash equivalent A BRRERALESENGE VI, 49/75 + 49 102,580,611.77 175,776,574.47

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi

FEREN - TE FTEEIIIEREAN - [FRE B RIERAA - Z5
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Cash Flow Statement of Parent Company
BARRERER

Year of 2016
2016 FE
Prepared by: Beijing Jingcheng Machinery Electric Company Limited Unit: RMB Yuan
MRELEN - LR R ERNDBR AR BAL: ARKTT
Amount Amount of
Note of this year previous year
Item L Mz TEREE LERER
I Cash flows from operating activities: - BEEHELNELRE
Cash received from sales of goods or rendering services HEMR  RESKKINHS
Refunds of taxes WElmpiERE
Other cash received concerning operating activities: WEE A = E R BN R S 2,410,080.71 10,623,609.41
Subtotal of cash inflow from operating activities BEEGRLTANG 2,410,080.71 10,623,609.41
Cash paid for purchasing goods or receiving services BERD  EESRLHNES
Cash paid to and on behalf of employees IRGEBRINRARIZ RS 3,587,514.25 9,392,201.56
Al taxes paid XM EERE 2,169,119.74 2,999,074.79
Other cash paid concerning operating activities TREpELEEHERNRS 7,116,522.67 4,853,929.47
Subtotal of cash outflow from operating activities BEFHRLRM NG 12,873,156.66 17,245,205.82
Net cash flow from operating activities BETHELNRLRETR -10,463,075.95 -6,621,596.41
II. Cash flow from Investing activities: Z REEHELNESRE:
Cash received from return of investment WEREE RS
Cash Received from investments income NERERRKIINRS
Cash received from disposal of fixed assets, REETEE  BVEEMHMRAEE
intangible assets and other long-term assets FREIER & %
Net cash received from the disposal of subsidiaries BEFRARAMEREMRIINR ¢ FE
and other business entities
Other cash received concerning investing activities WEAMERE R ERNRS 13,800,000.00
Subtotal of cash inflow from investing activities RERHRLMANGT 13,800,000.00
Cash paid for purchasing fixed assets, intangible BEETEE BYVAENAMRAEE
assets and other long-term assets i3 e 8,100.00
Cash paid for investment REZRORS
Net cash paid for the disposal of subsidiaries and REFRRRAMESXEN T HREFE
other business entities
Other cash paid concerning investing activities ZTHMEREEHEENR S 3,717,361.42 1,141,749.18
Subtotal of cash outflow from investing activities RETHRSRM /NG 3,725,461.42 1,141,749.18
Net cash flow from investing activities RETBELNBLRETE 10,074,538.58 -1,141,749.18
IIl. Net cash flow from financing activities: =5 iﬁ%iﬁﬁiﬂ’ﬂﬁﬁﬁﬁi :
Cash received from absorbing investment R ENEIN R 2
Cash received from borrowing REEFRENERS
Cash received from issuing bonds ?é‘fﬂfﬁ%‘m’]fﬁé
Other cash received concerning financing activities BEEAMEZEEHEHNRS
Subtotal of cash inflow from financing activities %ﬁ?ﬁiﬂfﬁx‘ﬁiﬁ)\d\ﬁ
Cash paid for repayment of debts BREES: Wﬁfﬂﬁ
Cash paid for allocation of dividends, profits or @Eﬂxﬂ MERERFSZANRS
interest repayment
Other cash paid concerning financing activities ZEMREEEHERNA S
Subtotal of cash outflow from financing activities EETBRSRMNG
Net cash flow from financing activities EETHELNBERERE
IV. Effects from change of exchange rate to cash M EXLBURERRCLENNTE
and cash equivalents
V. Netincrease in cash and cash equivalent I RERRELSEMTEME -388,537.37 -7,763,345.59
Add: opening balance of cash and cash equivalent n: BIRERASEENHE 4,152,554.89 11,915,900.48
VI. Closing balance of cash and cash equivalent A BRRERBEEENNE 3,764,017.52 4,152,554.89

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi
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Consolidated Statement of Changes of Owners’ Equity
BOtFEERAEBX

Year of 2016
2016 F/&
Prepared by: Beijing Jingcheng Machinery Electric Company Limited Unit: RMB Yuan
BB LR R EROBR AR B AR
Item i
1 Cosing beanc ofthe prvious year - LEERRE
it chnges n acouning plces - §iREE
Coretnsofatyeros HREERE
Bushess MegerunderCommnContol R-fTasah
(s Hd
1. Opening blanc n the curent year TV REEHE
I nreses anddecesesinthe curent year = RESRABSE (RN 445
(th " for decrease)
(1o compehesie rcome [-Jranzsg
(1) Captelnpatan e by s (Z)BRRAR BE
1. Common st by el 1 RERAEER
1. hout captal by ot ety nsument ot LERERTERRARAER
3 Amounsof e e eoced nowne seqiy 3R ABRIERA4E
4, 0thers 15
(1o diion (e
1. Wil of s esnes 1 EABR0E
1. Wil ofgenel i s LER-HakRE
3 Ditbuton o owne or sl 35EE (R NAE
4 Otes (1)
{N) el v ofhaehlders quty (mkrEandss
1, St et ncresed o e o el seves | BXARERL
1. e captel incesed o tansrofsuplis e 1 BENREE
3 Loses made w ithsups esenes 3ER1REERR
4 Otes [
11 Specl s (B)2%eE
1. Wil o tecurentear 1558
1 Usefrthe curentyar LAERR
V) tes (]
I, Cosing blance inthe curentyear B KEERRE 0000 68380310169 209155 (55656068 SOEEIBM6  MGEARN ARSI

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi
EERZA - TE FEEITIERRA - FRE BIREREA  E5
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Consolidated Statement of Changes of Owners’ Equity
BOtFBEERAEBR

Year of 2016
2016 F/E

Preios Year
I3
Totalownes ety atrutable o prent company
g8 o
B

Otherequiynsruments
AEsTE

Ot
Pepetl s comprehensie Poiorsfor ~~ Unditbuted Ninorty Tl

el Peferedshaes  aptelseaurtes Ot Copielresenes sty stoks noomes  Secalesenes  Suplusesenes general sk pofts et owners equy
HEER  Ebscke Eh BRI REREE  AORMR  JBREs  frediend

fen L it Bk A5 i

1. Closing balanceofthe previous yer - [EERRE 41200000000 683.803,181.69 11873300 556564768 B205633086  S5,0869285 144475931436
Adt:cangesinacoutng polcs - GRRRE
Corecions of ety eros HEENEE
Bushess megeundrcommon confl it
Otes H
1 Opening hlance inthe curentyear S EETRE 42,00000000 683.803,181.69 11873300 49,665,647.68 DL0693086 5869285 14447593136
I Inceasesand dereasesinthe cuent year S RERRBESE RO J88R)
(wth " fordecrease 91981460 Q083356 4191820841 20478576737
()Tt comprehensive income () 4981460 T3R5 1982084 29478576137
(1) Captal nputandrecuced by ouners
1. Common shaes input by shaeholdrs
1 Inputcantal by ot equtynsrument s L ARBETERAZRARR
3. Amounto stockpamentcocedinownes ey IR RS E
4 0tes 11
{1 ofsdisthuion (B
1. Withorawal of supls resenes
2. Wil of oenerl sk resens
3 Dirbution o onner o shehoder)
4, Othes
[V temal camyaner o shehldrs ey
1. Shate captl crease fom tanse of ol esenes
2. Share aptlncresed from ransfr of urls resenes
3. Losses made up wihsuplus esenes
4. Others
(V) Seclresenes
1. Wil for the curent ear
2, st for the curent year
(V) iters

IV, Closing blane inthe curet yar B REERHE Q000000 6380316169 106854750 456564768 LG BI30MA 1 IS9BS%R

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi
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Statement of Changes of Owners’ Equity of Parent Company
BARIEEERE K

Year of 2016
2016 FZ

Prepared by: Beijing Jingcheng Machinery Electric Company Limited
BB LR R EROBR AR

Unit: RMB Yuan
B AR

ftem i
1Cosing belanc fthe prvios year - LEERRE
P chanes i ccountg polcs - §iREE
Conetnsof sy HERERE
(Ot i
1. Opening belanc n thecuent year T KEEIRE
I Inceassand deceses nthe curentyear (it or dceas) = KERRRRAE (RN £85))
()Tl compehense come (-)eauass
() Captelput e by cvnes ()BRRAMR)&E
1, Common st by el 1 RERAERR
. utcaptl y e eqit rstument o LERERTERRARAEE
3 Anounto sk paentcuced inounes ey 3R ARR AL E
4 Ot 15
{1 ot dirbution (=)ilRrE
1. Wit ofspls resnes | FAERE
1 it toshaehoes 15509
30 35k
(M el caryaveof el ety (mEREandss
1, St captl s fom et of et resenes 1 BRpEERRE
1. Srte capt ncesedFom e of s s L1 BRRERRE
3 oses made up i supls esenes JEENERRER
40 13k
11 Specl s (B)REk
1. Wit for e curent e 15560
1.2, seforhecrent e 14588
(V) Ot (-t
I, Closing belanc n the curent year B KEERRE Q00000 65663998785 BONBLY  TBUSERGT 1IBAS0

Legal representative: Wang Jun

EERRKA  IE

Person in charge of accounting: Chen Changge

FERILIERAA - BEE

Person in charge of the accounting firm: Jiang Chi
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Statement of Changes of Owners’ Equity of Parent Company
B RFMAEERDZE R

Year of 2016
2016 F/Z

Preious Year

I&3

Oteequty siuments

Other
Prfered Perpetiel e compreersie Undstiuted~~ Totlowness
aE ol seuites Oes — Coptelresenes sy sods omes pecalresenes Suplsesenes ofs ety
MR RN BB AMENE  fRREEsh

Shire et K
fem R Bx Bk Ak L} K

1. Closng balanceofthe previous year - [EERYE 41200000000 666,639,987.85 /012824 -TISRAA28 104913081581
e chnge n acouning s - GiRREE
Corecons of ety eros HEENEE
Others )
1. Opeing balanc n thecurent ear T RERRE Q0mon 666399185 ROBL TISHGLE 109308158
I creses anddecesesinthe curent year (it for decese) = KERRRBE (N $85) 12807103 1280703
[} Totl comprehnsie come 5 180710% 128071036
)il nput and recuce by ownes RATN Y
1, Common shaes input by shaeholdrs
2 Input captal by ofher equitynstument owners
3 Amount ofstockpaymentncudd noners equy
4, Oters
(1) rfitsdistbuion
1, Wihorawal of surplsreseres
1 Dinbutontoshaeholders
3. Others
(Nt camy-over o sharholdersequty
1. e captel ceased fom transer o captal resenes
1. She capiel incesed fom tnsferof uplus resenes
3 Loses made p vith surls resenes
4. 0thers
(V) Specal resenes
1. Witdrawal o the curent e
1 Useforthe curent et
(V) Others

IV, Closing balance inth curent year AEERRE 200000000 £56,639987.85 BB T62T89 10504360

Legal representative: Wang Jun  Person in charge of accounting: Chen Changge Person in charge of the accounting firm: Jiang Chi
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 51 HZE20164F 12 A 31 H (R FE3RK M 5EBR = Bl BRSO
l.

Basic Information of the Company

Beijing Jingcheng Machinery Electric Company Limited (hereinafter
referred to as the “Company”, collectively referred to as the Group if it
includes subsidiary) formerly Beiren Printing Machinery Co., Ltdis a limited
company established by fund solely initiated by Beiren Group Corporation.
Registered on July 13, 1993, it was transferred to a limited liability
company which could publicly offer and be listed in mainland China and
Hong Kong according to the approval document of T.G.S. (1993) No. 118
File issued by State Commission for Restructuring the Economic System on
July 16, 1993. Upon approval by the State Council Securities Commission
and other departments concerned, the Company publicly offered H-shares
in Hong Kong in 1993 and A-shares in Shanghai in 1994, and was
respectively listed in Stock Exchange of Hong Kong Limited in 1993 and
Shanghai Stock Exchange in 1994.

After being approved in the resolutions made by the Company’s general
meetings of shareholders held between May 16, 2001 and June 11, 2002
and being reviewed and approved in Z.J.F.X.Z. [2002] No. 133 File issued
by China Securities Regulatory Commission,the Company successfully
increased issues in 22,000,000 RMB ordinary shares (A-shares) to the
public stock shareholders between December 26, 2002 and January 7,
2003, with RMB 1 par value per share.After secondary public offering,
the Company’s total stock issue was 422,000,000 shares, of which, there
were 250,000,000 state-owned legal person shares, 72,000,000 domestic
public shares and 100,000,000 overseas public shares, with RMB 1 yuan
par value per share.

According to J.G.Z.Q.Z. [2006] No. 25 “Reply to Problems on Equity
Division Reform of Beiren Printing Machinery Co., Ltd” issued by State-
owned Assets Supervision and Administration Commission of the
People’s Government of Beijing, the Company’s sole non-circulating
stock shareholder-Beiren Group Corporation paid the original 27,360,000
state-owned legal person shares to the Company’s circulating A-stock
shareholder by every 10 shares allotted with 3.8 shares, and the A-share
equity right registration date for implementing the aforesaid equity
division reform plan was on March 29, 2006.

Beiren Group Corporation sold 21,000,000 shares of the Company’s
non-restricted circulating stock through the block trading system of
Shanghai Stock Exchange on January 6, 2010 and January 7, 2010, and
publicly sold 20,000 shares of the Company’s non-restricted circulating
stock on December 2, 2010, accounting for 4.98% of the Company's
total stock issue. As at December 31, 2011, Beiren Group Corporation
held 201,620,000 state-owned legal person shares which were all non-
restricted circulating stocks and accounted for 47.78% of total stock
issue; 120,380,000 non-restricted domestic public shares, accounting for
28.52% of total stock issue; and 100,000,000 non-restricted overseas
public shares, accounting for 23.70% of total stock issue.

The Company’s controlling shareholder Beiren Group Corporation and
the Company’s actual controller Beijing Jingcheng Machinery Electric
Holding Co., Ltd. (hereinafter referred to as Jingcheng Holding) signed the
Agreement on Gratuitous Transfer of State-owned Stock Equity between
Beijing Jingcheng Machinery Electric Holding Co., Ltd. and Beiren Group
Corporation on June 16, 2012, under which, Beiren Group Corporation
gratuitously transferred the Company’s 201,620,000 A-shares to
Jingcheng Holding; after the share transfer, the Company’s total stock
issue remained the same, and Jingcheng Holding held 201,620,000
shares of the Company stock which accounted for 47.78% of total
stock issue and became the Company’s controlling shareholder. The free
equity transfer this time has been approved by the State-owned Assets
Supervision and Administration Commission of the State Council on
September 1, 2012. The Company received the Confirmation of Transfer
Register issued by China Securities Depository and Clearing Co., Ltd.
Shanghai Branch on December 7, 2012, and the formalities related to
share transfer was completed.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
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From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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Basic Information of the Company (Continued)

The Company signed the Agreement on Replacement of Material Assets
and the Supplementary Agreement under the Agreement on Replacement
of Material Assets with Jingcheng Holding and Beiren Group Corporation
in November 2012. Pursuant to these agreements, the Company replaced
all its assets and liabilities with relevant assets of gas storage and transport
equipment business owned by Jingcheng Holding, and the balance was
made up by Jingcheng Holding in cash. The proposed traded-out property
was the Company'’s all assets and liabilities, and the proposed traded-in
property was 88.50% equity of Beijing Tianhai Industry Co., Ltd. held by
Jingcheng Holding. 100% equity of Jingcheng Holding (Hong Kong) Co.,
Ltd. and 100% equity of Beijing Jingcheng Compressor Co., Ltd. whose
environmental protection business was stripped.

On September 26, 2013, the Company received the Reply on Approving
the Material Asset Restructuring of Beiren Printing Machinery Co., Ltd
(Z.J.X.K. [2013] No. 1240) issued by China Securities Regulatory
Commission, approving the Company to restructure materials assets in this
time.

The Company signed the Agreement on Replacement and Settlement of
Material Assets with Jingcheng Holding and Beiren Group Corporation on
October 31, 2013, under which, Jingcheng Holding settled and delivered
the traded-in assets to the Company, and the Company delivered the
traded-out assets and relevant staff to BeirenGroup Corporation.

On December 23, 2013, the Company’s was renamed fromBeiren Printing
Machinery Co., Ltd to Beijing Jingcheng Machinery Electric Company
Limited.

Jingcheng Holding reduced 21,000,000 shares of the Company’s non-
restricted circulating A-stock through the block trading system of
Shanghai Stock Exchange on May 6, 2015, May 13, 2015 and May 14,
2015, accounting for 4.98% of the Company’s total stock issue. As at
December 31, 2015, Jingcheng Holding held 180,620,000 shares of the
Company’s non-restricted circulating A-stock, accounting for 42.80% of
the Company'’s total stock issue.

Jingcheng Holding bought 2,115,052 shares of the Company’s A-stock
through the trading system of Shanghai Stock Exchange on August 3,
2016, accounting for 0.50% of the Company’s total stock issue; after this
increase of stock holding, Jingcheng Holding held 182,735,052 shares
of the Company’s non-restricted circulating A-shares, accounting for
43.30% of the Company'’s total stock issue.

The Company'’s registered address is located at Suite 901, Building 59, East
Third Ring Middle Rd., Chaoyang District, Beijing, with Wang Jun serving
as the legal representative. The business place is located at No. 2 Nansan
Street, Huoxian Town, Huoxian County, Tongzhou District, Beijing.

The Company’s business scope: General freight; development, design,
sales, installation, debugging and repair of cryogenic storage transport
vessel, compressor (piston compressor, membrane compressor and
nuclear membrane compressor) and accessories, machinery equipment
and electrical equipment; technical consulting; technical service; economic
trade consulting; goods import and export; technical import and export;
and agency for import and export.

Jingcheng Holding is both the controlling shareholder and actual controller
of the Company.
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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Scope of Consolidated Financial Statements

The Company'’s consolidated financial statements cover Jingcheng Holding
(Hong Kong) Co., Ltd., Beijing Tianhai Industry Co., Ltd. and its subsidiaries
LangfangTianhai High Pressure Container Co., Ltd., Tianjin Tianhai High
Pressure Container Co., Ltd., Shanghai Tianhai Composite Cylinders Co.,
Ltd., Beijing Tianhai Cryogenic Equipment Co., Ltd., Beijing Pioneer Up
Lifter Co., Ltd., Beijing MinghuiTianhai Gas Storage Equipment Sales Co.,
Ltd. and BTIC AMERICA CORPORATION. There is no change compared to
that in the previous year.

See details in the Note VII “Changes in Consolidated Scope” and Note VIl
“Interests in Other Subjects”.

Preparation Basis of Financial Statements

(1) Preparation Basis
The Group prepared the financial statements on the basis of
continuous operation, as per the actually incurred transaction and
events as well as related disclosure made according to Accounting
Standards for Business Enterprises issued by the Ministry of Finance
and relevant provisions and as required by Companies Ordinance
of Hong Kong and Listing Rule of Hong Kong Stock Exchange,
and based on the accounting policies and accounting estimates
in the “Note IV. Important Accounting Policies and Accounting
Estimates”.

(2) Continuous Operation

After the assessment of the capability of continuous operation

for 12 months from December 31, 2016, the Group found no

matters and circumstances resulting in suspect of the capability of

continuous operation.Therefore, these financial statements were

prepared on the basis of the assumption of continuous operation.

Significant Accounting Policies and Accounting

Estimates

Specific accounting policies and accounting estimates will
indicate:accounting policies developed by the Group according to
characteristics of actual production and operation and accounting
estimates including business cycle, the recognition and measurement of
provisions for bad debts from receivables,the measurement of inventory
dispatched, fixed assets classification and depreciation methods,
amortization of intangible assets, conditions for capitalizing R&D
expenses, recognition and measurement of incomes, impairment of long
term assets and estimated liabilities, etc.

1. Declaration on Compliance with the Accounting

Standards for Business Enterprises

The Company declares that the financial statements prepared
comply with the Accounting Standards for Business Enterprises,
which reflect the financial position, performance result and cash
flow of the Company truly and completely.

2. Accounting Period
The accounting period of the Group commences from January 1 to
December 31 of each calendar year.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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3.

Notes to the Financial Statements

Business Cycle

The Group treats 12 months as a business cycle a dividing standard
for the liquidity of assets and liabilities since the business cycle is too
short for the Group’s business.

Recording Currency

RMB is recording currency for the Company and its
subsidiaries,except for BTIC AMERICA CORPORATION and
Jingcheng Holding (Hong Kong) Co., Ltd.which use USD as their
recording currency.

Accounting Treatment Method for Business
Merger under Common Control and Different

Control

The Group, as the merging party, obtained assets and liabilities
through business merger under common control, which are
measured at date of merging according to the book value of
merged party in the consolidated financial statements of final
controlling party. The balance between the book value of the net
assets obtained and the book value of the consideration paid shall
be used to adjust the capital reserves; where the capital reserves are
not sufficient to be offset, the retained earnings shall be adjusted.

The identifiable assets, liabilities and contingent liabilities acquired
by the acquiree in the business merger not under common control
are measured at fair value at the acquisition date. The cost for
merging is the sum of book value of cash or non-cash assets
paid, liabilities issued or assumed, equity securities issued, etc. for
obtaining the control power of the acquiree and various direct
expenses in business merger (in the business merger realized step by
step through several transactions, the cost for merging is the sum
of the cost for each single transaction). Positive balance between
the cost of merging and the fair value of the identifiable net assets
of the acquiree obtained by the Group on the acquisition date shall
be recognized as goodwill; if the cost of merging is less than the
fair value of the identifiable net assets of the acquiree obtained,
the fair value of various identifiable assets, liabilities and contingent
liabilities obtained in business merger and the fair value of non-cash
assets or equity security issued in the consideration of merger shall
be re-checked first. If the rechecked cost of merging is still less than
the fair value of identifiable net assets of the acquiree obtained, the
balance shall be included into current non-operating income.

PR R AR AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 F 1 41 HZE20164F 12 431 A (R BHRRM TR AR - 9UAARETIIR)

IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
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Estimates (Continued)

6.

Preparation Method of Consolidated Financial

Statements

The Group incorporates all subsidiaries controlled by it and
structured entities into consolidated financial statements.

When preparing consolidated financial statements, if the
accounting policy or the accounting period adopted is inconsistent
between the subsidiaries and the Company, the financial
statements of subsidiaries shall be adjusted according to the
accounting policy or the accounting period of the Company when
preparing the consolidated financial statement.

All significant internal transactions, current balances and unrealized
profits within the scope of the merger are offset in preparing
consolidated statements. Shares in owners’ equity of subsidiaries
but not attributed to the parent company, net profit and loss for the
current period, other comprehensive income and shares attributed
to minority equity in total comprehensive income shall be listed in
consolidated financial statements as minority equity, profit and loss
of minority shareholders, other comprehensive income attributed to
minority shareholders and total comprehensive income attributed to
minority shareholders.

Operating results and cash flows of subsidiaries which are acquired
by business merger under common control are included into
consolidated financial statements on the beginning of the current
period of the merger. Upon the preparation of comparative
consolidated financial statements, any adjustments to relevant
items in financial statements of the previous year are considered as
the subject of reports formed after merger as if it might have exist
since the time when final controlling party begin to take the control.

If equity of the invested entity under the common control is
obtained step by step through several transactions, which results in
business merger, supplementary disclosure to treatment methods
in consolidated financial statements shall be made in the reporting
period of acquiring the control. For example, if equity of the
invested entity under the common control is obtained step by step
through several transactions, which results in business merger, such
equity shall be adjusted in the preparation of consolidated financial
statements as if they might have exist as the current state from the
time when final controlling party takes the control. When preparing
comparative accounts, relevant assets and liabilities of the acquiree
are included in comparative accounts of consolidated financial
statements of the Group according to the restriction that the time
above shall be later than the time when the Group and the acquiree
are under the common control of final controlling party, moreover,
increased net assets resulting from the merger are adjusted as
relevant items under owners’ equity. In order to avoid repeated
calculation of value of net assets of the merged party, the long-term
equity investment held by the Group before the merger is achieved,
the changes in relevant profits and losses, other comprehensive
incomes and other net asset that have been recognized in the
period from the later date, when the long-term equity investment is
acquired and when the Group and the acquiree are under the final
control of the same party, to the merger date, shall respectively be
applied to write off the opening retained earnings or current profits
and losses during the period of comparative statement.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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6.

Notes to the Financial Statements

Preparation Method of Consolidated Financial

Statements (Continued)

As for subsidiaries acquired by business merger under the different
control, operating results and cash flows shall be incorporated into
consolidated financial statements from the date when the Group
takes the control. In preparing consolidated financial statements,
adjustments to financial statements of subsidiaries are based on the
fair value of identifiable assets, liabilities or contingent liabilities,
which is identified at the purchase date.

Under the circumstance that the equity of invested entity is obtained
under the different control through multiple transactions step by
step, which results in business merger, supplementary disclosure
to treatment methods in consolidated financial statements shall be
made in the reporting period for acquiring the control. For instance,
under the circumstance that the business merger is realized under
the different control through multiple transactions step by step,the
equity of the acquiree obtained before the purchase date shall be
recalculated as per the fair value of the equity on the purchase date
when preparing the consolidated financial statements, with the
balance between the fair value and its book value included into the
current investment profits; if the equity of the acquiree held before
the purchase date involves other comprehensive income calculated
under the equity method and other change of the owner’s equity
except net profits and incomes, other comprehensive incomes and
profit allocation, the relevant other comprehensive incomes and
other change of owners’ equity shall be transferred into current
income of the purchase date, except other comprehensive incomes
arising out from that the acquireeremeasures change of the net
liabilities or net assets of the set benefit plan.

The Group disposes of the long-term equity investment
against subsidiaries partially without losing control right; in the
consolidated financial statements, as for the balance between the
disposing amount and the net asset continuously calculated from
the purchase date or date of merging of the subsidiary enjoyed
correspondingly in disposing long-term equity investment,capital
premium or share premium shall be adjusted; if the capital reserves
are not sufficient for offset, the retained earnings shall be adjusted.

Wherecontrol right over the invested entity is lost due to the
disposal of partial equityinvestment of the Group or other
reasons, the residual equity will be re-calculated based on the fair
value thereof on the day the control is lost when preparing the
consolidated financial statements. The balance from the sum of
the consideration obtained from the equity disposal and the fair
value of the residual equity minus the net assets of the original
subsidiaries calculated continuously in proportion to the original
holdings from the purchase date or date of merging shall be
recorded into the investment income of the current period in which
the control right is lost, with goodwill written off simultaneously.
Other comprehensive incomes related with the equity investment of
the original subsidiaries shall be converted to the current investment
profit and loss when losing the control right.
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IV. Significant Accounting Policies and Accounting M EES:BERREHEET @)
Estimates (Continued)

6.

Preparation Method of Consolidated Financial

Statements (Continued)

When the Group disposes of equity investment of the subsidiaries
step by step through multiple transaction till losing the control
right, if various transaction from disposal of equity investment of
subsidiaries till losing the control right belongs to package deal,
accounting treatment shall be conducted for each transaction as
the transaction that disposes of subsidiary with loss of control right;
Nonetheless, before loss of control right, the balance between
each price disposal and the net asset share of such subsidiary
enjoyed correspondingly in asset disposal is recognized in the other
comprehensive income in the consolidated financial statements and
turned into the current profit and loss when losing control right.

JointVenture Arrangements Classification
and Accounting Treatment Methods of Joint

Operation

Jointventure arrangements include joint operations and joint
ventures. In projects for joint operation, for assets held and liabilities
assumed solely which are confirmed by the Group as the joint-
venture party in joint operation and assets held and liabilities
assumed according to shares, their relevant income and costs shall
be determined as per related individual agreements or shares.If
purchase or sales related to joint operation are not construed as
assets transactions of business, it only needs to determine parts
which belong to other participants of joint operation in profit and
loss arising from such transactions.

Cash and Cash Equivalents

The cash of the Group in cash flow statements includes the cash
on hand, the bank deposits available for pay immediately. Cash
equivalents in the cash flow statement refer to highly liquid
investments that are held for less than 3 months and are readily
convertible into known amounts of cash and that are subject to an
insignificant risk of change in value.

Foreign Currency Business and Translation of

Foreign Currency Financial Statements

(1) Foreign Currency Transaction
In foreign currency transactions of the Group, the amount
in foreign currency shall be converted into RMB at the spot
rate in the date of such transactions. On the balance sheet
date, monetary items in foreign currency are translated
into RMB at spot rate of such date, and translation balance
arising from which is directly recorded into current profits
and losses, except for exchange balances resulting from
specific borrowings in foreign currency for purchasing
and constructing or producing assets that conforms to
capitalization conditions, and such exchange balances shall
be treated as per the principles of capitalization.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
Estimates (Continued)

9. Foreign Currency Business and Translation of 9. IEEBMMPEBBERRITE
Foreign Currency Financial Statements (Continued) ()
(2) Translation of Foreign Currency Financial Statements (2) INEBIBBERIITE
Items in assets and liabilities of balance sheet in foreign INEEBEEBBERPEE  BES
currency are translated at the spot rate of the balance sheet BHERAEERBRBANENHE
date; except for “undistributed profits”, items in ownership RITE ; frEEEBEARIR
interests are translated at the spot rate when transactions DEFE ] AN - iR 2 T A
occur; income and expenses in income statements are WENHE =T H - FUER P B
translated at the spot rate of the date when transactions ANBEZHIER - AR SELEH
occur.Translation balance in the financial statements of MENEERTE - FitiTEESE
foreign currency arising from translations above shall be HINEE SRR T E =58 - EH AR
listed in items of other comprehensive income. Foreign BUWEIBE RIIR o INEIRE TR
currency cash flow shall be translated at the spot rate on EXARESREE L HHENHAE
the date that cash flow occurs. The influence of change in RITE o [EXREH U SHZE
exchange rate on cash shall be separately presented in the B EReERERTERITR -
cash flow statement.
10. Financial Assets and Financial Liabilities 10. SREENERMEE
When the Group becomes a party to a financial instrument, it shall AEEKATHRTEARN—HRER
recognize a financial asset or financial liability. —HeREAENERIAE -
(1)  Financial Assets 1) EEEE
1) Classification, Recognition Basis and 1) =ZHEEZE BRZGE
Measurement Method of Financial Assets FI5t 8 5%
The Group divides the financial assets owned into four AEBZKEERHNFEHE

categories according to the investment purpose and
economic essence, including financial assets measured
at fair value with the variation included into the current
profits and losses, investments held-to-maturity,
accounts receivable, and available-for-sale financial

assets.

Financial assets measured at fair value with the LAREBEG=Z=AEES
variation included into the current profits and losses FAEHEENE/E
include financial assets held for trading and financial E BEXZIHEcHEE
assets designated to be measured at fair value upon AN 1E 7 85 T SR B 45 TE A A
initial recognitionwith the variation included into the AREEFEHHEEFH
current profits and losses. AEHBHRHNERMERE -
Investments held-to-maturity refer to the non- BEZIBEE 285
derivative financial assets, the maturity date of which HEHEE - Bk EET
is fixed, the recovery amount of which is fixed or AT - AASEER
determinable and that the Group has an obvious intent mEEMEE HFE =5 4
and ability to hold to its maturity. Investments held-to- WIETEEMEE - B
maturity shall be subsequently measured at amortized ZH R B A ERF
cost by effective interest method, with profits or o IRBERK AN EITIE
losses arising out from amortization, impairment or BetE - HE IO ME
de-recognition included into the current profits and B & | TR E £ W RIS 2k
losses. Bk - HETAE SR -
Accounts receivable refer to non-derivative financial FEWRIE - RIEEEET
assets without quotation in the active market BHOSAME - BKE
and with fixed or determinable recovery amount. BlEsk A EEMIFTES
Accounts receivable shall be subsequently measured MEE- KABERAE
at amortized cost by effective interest method, = RBERKAEITE
with profits or losses arising out from amortization, Bt EE S SORE N
impairment or de-recognition included into the current A% & SR EE A B FI) A5 3k
profits and losses. Bk - R AE Hiigs o
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IV. Significant Accounting Policies and Accounting M -EEE

Estimates (Continued)

10. Financial Assets and Financial Liabilities (Continued)
(1)  Financial Assets (Continued)

1)

Classification, Recognition Basis and
Measurement Method of Financial Assets
(continued)

Financial assets available-for-sale refer to the non-
derivative financial assets defined as being available for
sale upon initial recognition and other financial assets
that have not been divided. The equity instrument for
which there is no quotation in the active market and
whose fair value cannot be reliably measured as well as
the derivative financial liabilities which are connected
to such equity instrument and must be settled by
delivering the equity instrument in these assets shall
be measured subsequently on the basis of their costs;
those that with quotation in the active market or that
the fair value can be reliably measured though without
quotation in the active market shall be measured at fair
value, with the change of fair value included into other
comprehensive incomes. Such financial assets shall be
measured at the fair value subsequently. The variation
of fair value of financial assets available-for-sale shall
be directly recorded into interests of shareholders,
except for impairment losses, and exchange profits and
losses arising from monetary financial assets in foreign
currency, when the confirmation of such financial
assets are terminated, accumulated amount from the
variation of the fair value which has been directly
recorded into interests, shall be carried forward into
current profits and losses. The interest calculated by
effective interest method from the period of holding
the debt instrument investment available-for-sale and
cash dividends declared to be provided by the invested
entity in respect of equity instrument investment
available-for-sale, shall be recorded into current
profits and losses as investment income. The equity
instrument investment, for which there is no quotation
in the active market and whose fair value cannot be
reliably measured, shall be measured at cost.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
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IV. Significant Accounting Policies and Accounting [ » EE2 3T BER R E5HEET (@)
Estimates (Continued)

10. Financial Assets and Financial Liabilities (Continued)
(1)  Financial Assets (Continued)

Recognition Basis and Measurement Method of
Transferred Financial Assets

The financial assets meeting one of the following
conditions shall be de-recognized: @ Where the
contractual rights for collecting the cash flow of the
said financial asset are terminated; @ Where the said
financial asset has been transferred and almost all risks
and rewards of ownership of financial assets have been
transferred into the transfer-in party by the Group;
®Where the financial assets have been transferred,
although the Group has neither transferred nor
retained almost all risks and rewards of ownership of
financial assets, the Group has gave up the control to
the financial assets.

Where an enterprise does not transfer or retain almost
all of the risks and rewards related to the ownership of
a financial asset and does not give up its control over
the financial asset, it shall, according to the extent of
its continuous involvement in the transferred financial
asset, recognize related financial asset and recognize
relevant liability accordingly.

If the transfer of an entire financial asset satisfies
the conditions for de-recognition, balance on the
book value of the transferred financial asset and
consideration received due to transfer as well as
accumulative amount of variation of the fair value
that is initially included into the other comprehensive
incomes shall be included into the current profits and
losses.

If the transfer of partial financial asset satisfies the
conditions of de-recognition, the entire book value
of the transferred financial asset shall, between the
portion whose recognition has been stopped and the
portion whose recognition has not been stopped,
be apportioned according to their respective relative
fair value and the balance between the consideration
received in the transfer and the accumulative amount
of the changes of the fair value originally recorded in
other comprehensive income and apportioned to the
portion whose recognition has not been stopped and
the book value before apportioning is recorded in the
current profits and losses.
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Notes to the Financial Statements

BRI AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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BAARKETTIIR)

IV. Significant Accounting Policies and Accounting M EES:BERREHEET @)

Estimates (Continued)

10. Financial Assets and Financial Liabilities (Continued)
(1) Financial Assets (Continued)

3)

Test and Accounting Treatment Method for
Financial Asset Impairment

Except the financial assets measured at fair value with
the variation included into the current profits and
losses, the Group would check the book value of other
financial asset on the balance sheet date, and provide
the impairment in case that there are some objective
evidences showing the financial asset suffers from
impairment.

Where a financial asset measured on the basis of post-
amortization cost is impaired, impairment provisions
shall be withdrawn as per the negative balance the
present value of the future cash flow(excluding the loss
of future credits not yet occurred) and the book value.
If there are objective evidences showing that the value
of such financial asset has been recovered, and the
financial asset is objectively related to events occurring
after the confirmation of the loss, the impairment loss
confirmed previously is reversed and recorded in the
current profits and losses.

If the financial assets available-for-sale go through
impairment,the accumulated loss formed out of
fair value decrease originally included into owners’
equity shall be transferred out and included into
impairment loss. With regard to the debt instrument
investment available-for-sale, the impairment loss of
which has been recognized, if the fair value rises in
the subsequent period and it is objectively related to
the matters incurred after the original impairment loss
is recognized, the originally recognized impairment
loss shall be transferred out and recorded in the
current profits and losses. With regard to the
equity instrument investment available-for-sale, the
impairment loss of which has been recognized, the rise
in fair value in the subsequent periods shall be directly
recorded in the owners’ equity.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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1)

2)

Notes to the Financial Statements

PR R AR AL

From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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IV. Significant Accounting Policies and Accounting [ - EE2 3T BER R E5HEET (@)

Estimates (Continued)
10. Financial Assets and Financial Liabilities (Continued)
(2) Financial Liabilities

Classification, Recognition Basis and
Measurement Method of Financial Liabilities
Financial liabilities of the Group shall be classified into
the financial liabilities measured at fair value with the
variation included into the current profits and losses
and other financial liabilities when they are initially
recognized.

The financial liability measured at fair value with the
variation included into the current profits and losses
is measured subsequently,including financial liabilities
held for trading and financial liabilities designated to
be measured at fair value with the variation included
into current profits and losses for the current period
when initially recognizing, the profit or loss occurred
from change of the fair value and the relevant dividend
and interest expenditure of such financial liability are
recorded into the current profits and losses.

Other financial liabilities are subsequently measured at
the amortized cost according to the effective interest
method.

Condition for De-recognition of Financial
Liabilities

When all or parts of current obligations of the financial
liabilities are released, such financial liabilities or a
part that the obligations have been released shall be
de-recognized correspondingly. Where the Company
enters into an agreement with a creditor, so as to
substitute the existing financial liabilities by way of
any new financial liability, and if the contractual
stipulations regarding the new financial liability is
substantially different from that regarding the existing
financial liability, it shall stop the recognition of the
existing financial liability, and shall at the same time
recognize the new financial liability. Substantial
adjustments by the Company to all or partial terms in
contracts related to existing financial liabilities shall
be considered as termination of confirmation for all
or parts of existing financial debts, and such financial
debts after modification shall be deemed as new
financial debts. Balance between the book value of the
parts to be de-recognized and consideration paid shall
be included into current profits and losses.
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 51 HZE20164F 12 A 31 H (R FE3RK M 5EBR = Bl BRSO

BAARKETTIIR)

IV. Significant Accounting Policies and Accounting M EES:BERREHEET @)
Estimates (Continued)

10.

11.

Financial Assets and Financial Liabilities (Continued)

(3) Methods of Recognition of Fair Value of Financial
Assets and Financial Liabilities
The fair value of financial assets and financial liabilities in the
Group shall be measured by the price in the primary market,
and if no the primary market, such assets and liabilities shall
be measured by the price in the most favorable market. And
then applicable and sufficient data and valuation techniques
supported by other information shall be used. Input values
used for measuring the fair value shall be classified into three
levels, that is to say, the input value of the first level is the
unadjusted offer obtained on the measurement date for the
same assets and liabilities in the active market; the input value
of the second level shall be observable input values directly or
indirectly related to assets or liabilities, except for the input
value of the first level; the input value of the third level is
the unobservable input value of relevant assets or liabilities.
The Group prefers the input value of the first level, then uses
the input value of the third level. The Group determines the
level that the measurement result of the fair value belongs
to as per the lowest level that the input value of significant
importance belongs to with respect to the whole of the
measurement of fair values

Bad Debt Reserve of Receivables

The standards for the Group to recognize the receivables bad debt
lossesare as follows: It fails to pay the debts within the foreseeable
time due to revocation, bankruptcy, insolvency, serious shortage
of cash flow and serious natural disaster of the debtor; and that
the debtor has not performed its repayment obligations for three
years and there arerelevant evidences showing that they cannot be
recovered.

The Group calculates the potential bad debt losses by
allowance method; and conducts impairment test separately
or by combination at end of the year, with Bad Debt Provision
withdrawn and included into current profits and losses. Account
receivables that have been recognized for failure of collection with
unambiguous evidence shall be recognized as bad debt loss and
used to write off withdrawn Bad Debt Provision.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements

PR R AR AL

From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)

Estimates (Continued)
11. Bad Debt Reserve of Receivables (Continued)

(1

(2)

(3)

Receivables which single amount is significant with (1)

single bad debt provision

Judgment basis or amount standard for significant single
amount

BIRSEBEANAE KBRS EIRE

Withdrawing method of receivables which single amount
is significant with single bad debt reserve

BERSBEEAY ERFHRERERIETIR A

Receivables which bad debts are withdrawn by (2)

combination of credit risk features

H.@W%E%@ﬁﬁ
EESEEAYLE ﬁﬁﬁ%ﬁﬁ
15 0 PE W 2R 08

The Group considers the receivables with the single
amount exceeding RMB 5 million yuan as the significant
receivables

1 8818 5 FH 838 500 & 7T A B W TR IE AR 3 85 K e W R IE

The Group withdraws bad debt reserve based on negative
balance of presentvalue of future cash flow and book
value

RERARRSREREENLEERENZE - 52
SR

ZEARBRSBASIRERE
I pE W R

Withdrawing method of bad debt reserve by combination (aging analysis method)

RS FHREREBN R E GRIRDITE)
Combination by aging

fRECAAE

Proportion of withdrawing of Bad Debt Provision for

receivables by aging analysis method is as follows:

Withdrawing of Bad Debt Provision by aging analysis
method

IR TR

R A BR e 25 AR O B IR FUR R BR
BRI

Proportion of
Withdrawing of
Receivables (%)

Proportion of
Withdrawing of
Other Receivables (%)

Aging RiR FE W AR ET 1R EE B (%) H b fE WK ETIR EE B (%)
Within one year —FNUA 1 1
One to two years —E_F 10 10
Two to three years —E=F 20 20
Three to four years =FE[YF 50 50
Four to five years MERSE 80 80
More than five years AFMUE 100 100
Receivables which single amount is insignificant with (3) 1H$%ETE7(1E| ERFTIRER
single bad debt reserve T B U TR

Reasons for single withdrawal of Bad Debt Provision

BIRETRRARERAY I

Withdrawing method of Bad Debt Provision

BRERNFHR DA

Receivables with insignificant single amount and whose
risk characteristics cannot be reflected through bad
debt reserve accrued in combinations

BIHEE %ETiﬁﬂ?;z,ﬁ”%ﬁ FT e BRYE 1 T Bt = AR EL &
Bk
The Group Withdraws bad debt reserve based on negative
balance of presentvalue of future cash flow and book
value

REEARR S REREEN LB ERENZE -
SRR
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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BAARKETTIIR)

IV. Significant Accounting Policies and Accounting M EES:BERREHEET @)
Estimates (Continued)

12.

13.

14.

Inventories

The Group’s inventory mainly includes raw materials,packing
materials, low-value consumables, goods in process, finished goods,
goods shipped in transit, etc.

The perpetual inventory system shall be adopted. Inventories shall
be priced as per actual cost when acquired. For the inventories
requisitioned or in transit, the actual costs thereof shall be
recognized by weighted average method.Low-value consumables
and packing materials shall be amortized by the one-off
amortization method.

For the merchandise inventories, unfinished products, materials for
sale and other merchandise inventories directly for sale, the net
realizable values thereof shall be recognized at the balance after the
estimated selling price of such inventories deducts the estimated
sales expenses and relevant taxes. For the material inventories
held for production, the net realizable values thereof shall be
recognized at the balance after the estimated selling price of the
finished product deducts the estimated costs to be incurred upon
completion, estimated sales expenses and related taxes.

Assets Classified as Assets Held-for-Sale

The Group classifies assets as assets held-for-sale based on the
followings: the assets may be sold immediately just as per the
usual and common terms for selling the assets; the Group has
made resolution with respect to disposal of the parts, signed the
irrevocable transfer agreement with the transferee and the transfer
will be finished within one year.

Long-term Equity Investment

The long-term equity investment of the Group is mainly aimed to
subsidiaries,associated enterprises and joint ventures.

The Group judges the common control based on that: all
the participants or group of participants collectively control
the arrangement; and policies for the activities related to the
arrangement must be agreed by participants who collectively
control the arrangement.

When the Group directly holds or indirectly holds more than 20%
(inclusive) but less than 50% of the voting right of the invested
entity through subsidiaries, then it shall be deemed usually having
significant influence to the invested entity. When the Group
holds less than 20% voting right of the invested entity,it shall
comprehensively consider the facts and conditions that whether
a representative has been sent to the board of directors or similar
authority body in the invested entity, or whether participating in
formulation of financial and operating policies of the invested
entity, significant transaction happened with the invested entity,
dispatching managers to the invested entity or providing key
technical data to the invested entity, etc., to judge whether the
Group has significant influence to the invested entity.

The invested entity under the control of the Group shall be deemed
as the subsidiaries of the Group. If the long-term equity investment
is obtained from the business merger under the common control,
the share of book value of owners’ equity of the merged party in
consolidated financial statements of the ultimate controlling party
on the date of merger shall be deemed as the initial investment cost
of the long-term equity investment. If the book value of the net
asset of the merged party on the date of merging is negative, then
cost of long-term equity investment shall be determined as zero.
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IV. Significant Accounting Policies and Accounting [ - EE2 3T BER R E5HEET (@)
Estimates (Continued)

14.

Long-term Equity Investment (Continued)

Under the circumstance that the equity of the invested entity is
obtained under the different control through multiple transactions
step by step, which results in business merger, supplementary
disclosure to treatment methods for long-term equity investment
in consolidated financial statements shall be made in the
reporting period for acquiring the control. For instance, under the
circumstance that the equity of invested entity is obtained under the
common control through multiple transactions step by step, which
results in the business merger, the Group will conduct accounting
treatment on each transaction as one that the control right has
been obtained if the transaction belongs to “package deal”. If
the transactions do not belong to “package deal”, the share of
book value of owners’ equity of the merged party in consolidated
financial statements of the ultimate controlling party on the date of
merging shall be deemed as the initial investment cost of the long-
term equity investment. The balance between the initial investment
cost and the sum of the book value of long-term equity investment
which has reached the amount before the merger and the book
value of new payment consideration obtained under the date of
merging shall be applied to adjust capital reserve. If the capital
reserve is insufficient to set it off, the retained earnings shall be
written down.

For long-term equity investment obtained through business merger
under different control,consolidated cost shall be recognized as
initial investment cost.

Under the circumstance that the equity of the invested entity is
obtained under the different control through multiple transactions
step by step, which results in business merger, supplementary
disclosure to treatment methods for long-term equity investment
in financial statements of parent company shall be made in the
reporting period for acquiring the control. For instance, under the
circumstance that the equity of invested entity is not obtained
under the common control through multiple transactions step by
step, which results in the business merger, the Group will conduct
accounting treatment on each transaction as one that the control
right has been obtained if the transaction belongs to “package
deal”. Where it does not belong to “package deal”, the sum of
the book value of equity investment held originally and additional
investment costs shall be initial investment costs of long-term
equity investment if the accounting method is changed as cost
method. If the equity held before the purchase date is calculated
by equity method,other related comprehensive incomes calculated
by the original equity method shall not be adjusted; and the
accounting treatment shall be conducted as per the same basis as
that of disposing related assets or liabilities of the invested entity
when disposing the investment. Where the equity held before
the purchase date is calculated by fair value in the financial assets
available-for-sale, then accumulative change of the fair value
originally included into other comprehensive income shall be
transferred into current investment profits and losses on the date of
merging.

14.
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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IV. Significant Accounting Policies and Accounting I - EE2 3T BER R E5HEET @)
Estimates (Continued)

14.

Long-term Equity Investment (Continued)

Except long-term equity investment obtained through business
merger,for those obtained by cash, purchase amount actually
paid shall be used as its initial investment amount; for those
obtained through issuing equity security, the fair value of equity
security issued shall be used as the initial investment cost; and for
those obtained through contribution by the investor, the value
agreed as per the investment contract or agreement shall be used
as the initial investment cost; for those obtained through debt
restructuring, non-monetary assets exchange, etc by the company,
then investment cost shall be recognized as per related accounting
standards for business enterprises and by combining with actual
condition of the company.

The Group calculates the investment to the subsidiaries by cost
method, with equity method adopted for associated enterprises and
joint ventures.

Long-term equity investment subsequently measured by cost
method shall be calculated at fair value of cost paid for the
additional investment and book value of the cost of the long-
term equity investment added through related transaction fees
happened. Cash dividends or profits that the invested entity
declares to distribute shall be recognized as the current investment
profits as per the cost enjoyed.

For long-term equity investment subsequently measured by
equitymethod, the book value of long-term equity investment
shall be accordingly increased or decreased as the owners’' equity
of the invested entity changes. Wherein, the Group shall, when
recognizing the shares of the net losses of the invested entity that
shall be enjoyed by the Group, calculate the portion that belongs
to the Group based on the fair value of each identifiable asset
of the invested entity upon acquisition in accordance with the
shareholding ratio by offsetting profits and losses of unrealized
internal transaction incurred between the joint venture and
associated enterprise, then recognize the net profits of the invested
entity after adjustment.

When disposing of long-term equity investment, the balance
between the book value and actual price for acquisition shall be
included into the current investment profits. If the long-term equity
investment calculated by equity method is included into owners’
equity due to the other change of the owners’ equity of the invested
entity besides net profits and losses, the portion previously included
in the owners’ equity shall, when disposing of a long-term equity
investment measured by the equity method, be transferred to the
current profits and losses according to a certain proportion.

Where the Company’s common control or significant influence
over the invested entity is lost due to the disposal of partial equity
investment, the residual equity after disposal will be calculated as
per the financial assets available-for-sale, the balance between the
fair value and book value thereof on the date the common control
or significant influence is lost shall be included into the current
profits and losses. Other comprehensive income recognized by
calculating original equity investment by equity method shall go
through accounting treatment on the same basis on which the
invested unit directly disposes the relevant assets or liabilities when
ceasing to use equity method;
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
Estimates (Continued)

Long-term Equity Investment (Continued) 14.

When the Group loses the control over invested entity for disposal
of partial long-term equity investment,the accounting method
shall be changed to equity method if the remaining shares after
disposal still have joint control or significant impacts on the invested
entity, with the balance between the book value of equity to be
disposed and consideration of disposal included into the investment
profits. While the remaining shares after disposal do not have
joint control or significant impacts on invested entity anymore, the
accounting treatment shall be conducted as per regulations related
to recognition and measurement standards of financial instruments
and its balance between fair value and book value on the date of
losing the control shall be included into current losses and profits.

For various transactions where the Group loses equity through
disposing of equity step by step that do not belong to “package
deal”, accounting treatment shall be conducted for each
transaction. If the transactions belong to “package deal”, then
the Group shall conduct accounting treatment on the transaction
which shall be taken as a transaction for disposing subsidiaries with
control right lost; however,before loss of control right, the balance
between each price disposal and the book value of long-term
equity investment correspondingly in equity disposed shall be firstly
recognized in the other comprehensive income and then wholly
transferred into the current profit and loss when losing control
right.

Investment Properties 15.

The investment properties of the Group include the right to use any
land which has already been rented, the right to use any land which
is held and prepared for transfer after appreciation and the right to
use any building which has already been rented. The Group makes
subsequent measurement on the investment real estate at cost.

Investment properties of the Group shall be depreciated or
amortized by straight-line-method. The estimated service life,
net residual value rate and yearly depreciation (amortization) of
investment properties are presented as follows:
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IV. Significant Accounting Policies and Accounting M EESBERREHEET @)

Estimates (Continued)

16. Fixed Assets 16.

The fixed assets of the Group refer to those tangible assets held
for production of commodities, rendering labor services, lease or
management with its service life more than one year.

No fixed asset may be recognized unless it simultaneously meets
the conditions as follows: The economic benefits pertinent to the
fixed asset are likely to flow into the enterprise; and the cost of the
fixed asset can be measured reliably. Fixed assets include houses and
building, machinery equipment, transportation equipment, office
equipment and other equipment.

Except for the fixed assets that have been fully depreciated but
are still in use, the Group shall carry out depreciation on all fixed
assets. The depreciation is withdrawn by straight-line-method.
The category, depreciation life, estimated residuals rate and
depreciation rate of the fixed assets of the Group are as follows:

BE&E
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Estimated Annual

Depreciation Residuals Depreciation

Life (Year) Rate (%) Rate (%)

Category EYall WEFR () FEEEEE (%) FHEER(%)

Houses and Buildings B EESEY) 40 5 2.375

Machinery Equipment HeR ekt 10 5-10 9-9.5

Electronic Equipment ERR L 5-10 5-10 9-19

Transportation Equipment L%ﬁ%ﬂ% 5 5-10 18-19

Office Equipment and Others PN R A E A 5 5-10 18-19
The Group will review the estimated service life, estimated net BEFERT  HETEAEMNEEA
salvage value and depreciation method at the end of current year Zw - BEDEFEAMT ‘ﬁxjé}ETTEE

for fixed assets. In case of change, it shall be treated as change of ’f? ZZD??EE M AERERH AT E

accounting estimates for handling.

The Group will record the lower one of the fair value of the leased
asset and the present value of the minimum lease payments as the
entering value in an account for fixed assets under financial lease.
The balance between the entering value of leased assets and the
minimum lease payment shall be deemed unrecognized financial
fee.

The fixed assets under financial lease shall be depreciated according
to the same depreciation policy as that for self-owned fixed assets. If
it is reasonable to confirm that the lessee will obtain the ownership
of the leased asset when the lease term expires, the leased fixed
asset shall be depreciated over its estimated service life; otherwise,
the leased fixed asset shall be depreciated over the shorter one of
the lease term or its service life.
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IV. Significant Accounting Policies and Accounting @M EES:BERREHEET @)
Estimates (Continued)

Projects under Construction

Projects under construction shall be transferred into fixed assets
at the estimated value as per the project budget,construction cost
or actual cost of the projects from the date that they reach the
estimated serviceable condition, and be depreciated from the next
month and be adjusted for difference from the original value of
fixed asset after the completion settlement procedures have been
handled.

Borrowing Costs

The borrowing costs incurred that can be directly attributable
fixed assets, investment properties and inventories, etc. that
can reach scheduled usable and salable status through the
acquisition and construction or production for over one year shall
be capitalized when the following conditions are met: Where the
asset disbursements have already incurred; where the borrowing
costs have already incurred; and where the construction activities
which are necessary to prepare the asset for its intended use or sale
have already started. When the qualified asset under acquisition
and construction or production is ready for the intended use or
sale, the capitalization of the borrowing costs shall be ceased, with
the subsequently happened borrowing cost included into current
profits and losses. Where the acquisition and construction or
production of a qualified asset is interrupted abnormally and the
interruption period lasts for more than 3 months, the capitalization
of the borrowing costs shall be suspended until the construction or
production events of asset begin again.

The actual interest cost incurred of the specially borrowed loan
at the present period minus the income of interests earned on
the unused borrowing liabilities as a deposit in the bank or as a
temporary investment shall be capitalized. The Group shall calculate
and determine the to-be-capitalized amount of interests on the
general borrowing by multiplying the weighted average asset
disbursement of the part of the accumulative asset disbursements
minus the specific borrowing by the capitalization rate of the
general borrowing used. The capitalization rate shall be calculated
and determined in light of the weighted average interest rate of the
general borrowing.
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
Estimates (Continued)

19.

Intangible Assets

The intangible assets of the Group include land use right, patented
technology, non-patented technology, etc, which shall be measured
at actual cost when being obtained; wherein, for the intangible
assets purchased, price actually paid and related other expenditure
shall be deemed as actual cost; for the intangible assets invested by
the investor, value agreed in accordance with investment contract
or agreement is recognized as actual cost, except value agreed in
the contract or agreement is unfair, in such case, the actual cost
shall be recognized at fair value.

The land use right shall be amortized at average as per the years of
transfer from the date of transferring the land use right; intangible
assets such as patented technology and non-patented technology
shall be amortized at average as per the shortest of the estimated
service life, benefit year stipulated in the contract and effective
service life stipulated by law. Amortized amount shall be included
into related asset cost and current profits and losses as per the
benefit object. It is necessary to review the estimated service life and
amortization method of the intangible asset with limited service life
at the end of each year. In case of any change, it shall be treated as
changes in accounting evaluation for handling.

The Group shall, at the end of each accounting period, re-check the
estimated service life of intangible assets with uncertain service life.

The expenditure of R&D of the Group shall be divided into
expenditures for research and development as per its nature and
that whether the intangible assets finally formed from R&D have a
relative uncertainty.

Research expenditures shall be recorded into current profits and
losses when incurring.

Development expenditures shall be recognized as intangible assets
when the following conditions are met:

(1) Where it is feasible technically to finish intangible assets for
use or sale;

(2)  Where the management is intended to finish and use or sell
the intangible assets;

(3)  Where the usefulness of methods for intangible assets to
generate economic benefits shall be proved, including being
able to prove that there is a potential market for the products
manufactured by applying the intangible assets or there is a
potential market for the intangible assets themselves or the
intangible assets will be used internally;

(4)  Where it is able to finish the development of the intangible
assets, and able to use or sell the intangible assets, with the
support of sufficient technologies, financial resources and
other resources; and

(5)  Where the development expenditures of the intangible assets
can be reliably measured.
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
Estimates (Continued)

Intangible Assets (Continued)

Development expenditures not meeting the said conditions will
be included into current profits and losses when incurring. The
development expenditures that have been included in the profits
and losses previously shall not be recognized as assets in the
subsequent period. The capitalized expenditures in the development
stage shall be presented as development expenditures on the
balance sheet and shall be transferred into intangible assets from
the date when the project meets the expected conditions for use.

Long-term Impairment of Assets

As for fixed asset, projects under construction, the intangible
asset with limited service life, the investment properties measured
at cost pattern, the long term equity investment on subsidiaries,
joint ventures and associated enterprises,the Group will make
impairment test if there exists indication of impairment on assets
on the balance sheet date. Where the measurement result of the
impairment test indicates that an asset’s book value exceeds the
recoverable amount, impairment provision shall be withdrawn
based on its balances and recorded into the impairment loss. The
recoverable amount of assets refers to the higher one of the net
amount of the fair value of the asset minus the disposal expenses
and the presentvalue of the expected future cash flow of the asset.
Asset impairment provision is calculated and recognized base on
single asset. In case of the difficulty to estimate the recoverable
amount of single asset, the recoverable amount of asset group
is recognized in accordance with the asset group that such asset
belongs to. The asset group refers to the minimum combination of
asset that can independently generate cash inflow.

Goodwill separately listed in the financial statements shall be tested
for impairment at least once each year no matter whether there
exists impairment indication. When conducting impairment test,
the book value of goodwill shall be amortized to the beneficial
assets group or combination of asset groups according to the
synergy of business merger. If the test result indicates that the
recoverable amount of the asset group or the combination of asset
groups of the goodwill apportioned is lower than its book value,
corresponding impairment loss is recognized. The amount of the
impairment loss shall first be used to charge against the book value
of the goodwill of asset group or combination of asset groups then
charge it against the book value of other assets in proportion to the
weight of other assets in the asset group or combination of asset
groups with the goodwill excluded.

Once any loss of asset impairment is recognized, it shall not be
reversed in the future accounting periods.

Long-term Unamortized Expenses

Long-term unamortized expense of the Group includes turnover
fees and property insurance fees. Such fees shall be amortized
during the benefit period at average;if long-term unamortized
expenses cannot make benefits in the future accounting period, its
amortized value of the project that has not been amortized shall be
fully transferred into the current profits and losses.
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IV. Significant Accounting Policies and Accounting [ » EEE 3T BER R E5HEET @)
Estimates (Continued)

22.

23.

Employees’ Remuneration

The employee remunerationincludes the short-term employee
remuneration, post-employment benefit, dismissal welfare and
other long-term benefits.

Short-term employee remunerationincludes employee salary,
employee benefit, medical insurance, etc.; the Group shall
recognize the short-term remunerationactually incurred as liability
and record it in the current profits and losses or relevant asset costs
during the accounting period when employees provide services.

Post-employment benefit mainly includes basic pension insurance,
unemployment insurance, etc., which shall be classified into defined
contribution plan and defined benefit plan as per the risk and
obligation assumed by the Company. Contribution that paid to
individual subject for the services provided by the employees in the
accounting period on the balance sheet date as per the defined
contribution plan shall be recognized as liabilities, and included into
current profits and losses or related asset cost as per the benefit
object.

For the defined benefitplan, the Group shall make estimate on the
demographic variables and financial variables, measure obligations
for set benefit plan and recognize the belonging period of related
obligations through consistent actuarial assumptions without
prejudice as per the estimated cumulative welfare institutions
method.The obligations incurred from the defined benefit plan shall
be discounted as per the discount rate, to recognize the present
value of obligations of the set benefit plan and cost of the current
services.

Dismissal welfarerefers to compensation provided to employees
for terminating the labor relationship with employees before
the expiration of the labor contract between the Group and the
employee, or for encouraging the employees to voluntarily accept
the reduction.

Other long-term benefit refers to all employee remunerationexcept
short-term employee remuneration,post-employment benefit and
dismissal welfare.

Estimated Liabilities

The Group shall recognize businesses pertinent to contingencies
such as external guarantee, commercial acceptance bill
discount,pending action or arbitration, assurance on product
quality as liabilities when the following conditions are satisfied
simultaneously:That obligation is a current obligation of the
enterprise; It is likely to cause any economic benefit to flow out of
the enterprise as a result of performance of the obligation; and The
amount of the obligation can be measured in a reliable way.

Estimated liabilities are initially measured according to the best
estimated number of expenditure needed for implementing relevant
actual liability with comprehensive consideration on contingency
related risks, uncertainties and currency time value, etc. If the time
value of money is of great significance, the best estimate shall be
determined after discounting the relevant future cash outflow. The
increased amount of the book value of the estimated liabilities due
to discount with the passage of time shall be recognized as interest
costs.

Book value of estimated liabilities shall be reviewed on each balance
sheet date, which shall also be adjusted to reflect the current
optimal estimation.
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Notes to the Financial Statements

Stock Payment

The stock payment settled by equity for obtaining services of
employees shall be measured according to the fair value on the date
when granting the equity instrument to employees; In situations
where the amount of fair value is only vestedafter completing
services in waiting period or reaching specific performance
conditions, the amount fair value calculated by the method of line
based on the optimal estimation of the quantity of vesting equity
instruments in waiting period shall be include it into relevant cost or
expense, with capital reserves increased correspondingly.

Stock payment settled by cash shall be measured at the fair value
of liabilities recognized based on stocks or other equity instruments
assumed by the Group. For the stock payment with immediate
vesting after it is granted, its relevant cost or expenditure shall
be included on the date when it is vested with increasing the
liabilities correspondingly; for the stock payment vesting only after
the services in the waiting period is completed or the specified
performance conditions are satisfied, the services obtained in
the current period shall be recorded into costs or expenditures
based on the optimal estimation of the vesting and at the fair
value of the liabilities assumed by the Company on each balance
sheet date within the waiting period, and the liabilities shall be
adjustedcorrespondingly.

On each balance sheet date and settlement date before settlement
of relevant liabilities, the fair value of liabilities shall be re-measured,
and its changes shall be included in the current profits and losses.

If the Group cancels the equity instruments granted in the
waiting period (except for those canceled due to unsatisfaction
to the vesting conditions), such a cancellation shall be treated as
accelerated vesting as that stock payment plan in the remaining
waiting period has fully met the vesting conditions; and the Group
will recognize all expenses in the remaining waiting period on the
current period of canceling vested equity instrument.
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IV. Significant Accounting Policies and Accounting

Estimates (Continued)
Recognition Principle and Measurement Method

of Revenues

The operating revenues of the Group mainly cover revenues from
selling goods, renderinglabor services and alienating of right to use
assets; and the policies for income recognition are as follows:

25.

(1

(2)

(3)

Incomes from Sales of Goods

Revenue from the sale of goods shall be recognized when
all the following conditions have been satisfied: the Group
has transferred to the buyer the significant risks and rewards
of ownership of the goods; the Group retains neither
continuing managerial involvement to the degree usually
associated with ownership nor effective control over the
goods sold; the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the
transaction will flow to the Group; and the costs incurred or
to be incurred in respect of the transaction can be measured
reliably.

Incomes from Rendering Labor Services

The revenues from services rendering will be recognized
when total incomes and costs for rendering services can be
reliably measured; economic benefits related to transaction
can flow into the Group and completeness degree of service
rendered can be reliably determined.

If the results of rendering labor services can be reliably
estimated, the Group shall, on the balance sheet date,
recognize the related income from rendering labor services by
employing completion percentage method; while recognize
the completion percentage as per the percentage of the
completed work to the total estimated cost; if the results
of labor transaction provided cannot be reliably estimated
and the cost of labor services incurred is expected to be
compensated, then the revenue from rendering labor services
shall be recognized in accordance with the amount of the
cost of labor services incurred, and the cost of labor services
shall be carried forward at the same amount.If the result of a
labor transaction provided cannot be evaluated and all costs
of labor incurred are not expected to be compensated, the
cost of labor incurred shall be included into current profits
and losses, without labor incomes recognized.

Alienating the Right to Use Assets

The incomes from alienating of right to use assets will
be recognized when incomes from right to use from
alienating of right to use assets can be recognized as per the
charging time and method stipulated in relevant contract
or agreement; the relevant economic benefits related to
transaction are likely to flow into the Group; and the amount
of revenues can be measured reliably.
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26.

27.

Notes to the Financial Statements

Government Subsidies

The government subsidies of the Group are divided into
government subsidies related to assets and government subsidies
related to incomes.

Where the government subsidy is monetary asset, it shall be
measured at the amount received; for subsidy granted as per the
fixed quota standard, when there are unambiguous evidences
showing that related conditions as stipulated in the financial
supporting policies are met and it is expected that the financial
supporting assets can be obtained, such subsidy shall be measured
as per the receivable amount; where the government subsidy is
non-monetary asset, it shall be measured at the fair value; if the fair
value cannot be obtained, then it shall be measured at its nominal
amount (RMB 1).

The governmental subsidies related to assets shall be recognized as
deferred incomes; and shall be included into the current profits and
losses when they are allocated at average within the service life of
related asset. The governmental subsidies related to income shall
be recognized as deferred incomes and included into the current
profits and losses when determining the related expenses if they is
used for compensating the subsequent related expenses or losses;
should they are used for compensating the related expenses or
losses that have incurred, they shall be included into the current
profits and losses.

Deferred Income Tax Assets and Deferred Income

Tax Liabilities

The deferred income tax assets and deferred income tax liabilities
of the Group shall be calculated and recognized as per the taxation
base of assets and liabilities and the balance of their book values
(temporary balance). As for deductible loss that can claim a credit
against the taxable income in the subsequent years as per the
provisions of the tax laws, relevant deferred income assets shall
be recognized. As of temporary balance arising out from initial
recognition of goodwill, no relevant deferred income tax liabilities
shall be recognized. As for temporary balance arising out from the
initial recognition of assets or liabilities from the transactions of
non-business merger that cannot influence accounting profits nor
taxable income (or deductible loss), no relevant deferred income tax
assets and deferred income tax liabilities shall be recognized. On
the balance sheet date, the deferred income tax assets and deferred
income tax liabilities shall be measured at the tax rate applicable to
the period during which the assets are expected to be recovered or
the liabilities are expected to be settled.

The Group recognizes the deferred income tax asset to the extent of
any deductible temporary balance, deductible loss or tax deduction
that are likely obtained.
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)
Estimates (Continued)

28.

29.

Lease
The Group divides the lease into financial lease and operating lease.

The Company, as the lessee of the finance lease shall, on the lease
beginning date, record the lower one of the fair value of the leased
asset and the present value of the minimum lease payments on the
lease beginning date as the entering value in an account, recognize
the amount of the minimum lease payments as the entering value
in an account of long-term account payable, and treat the balance
between the recorded amount of the leased asset and the long-term
account payable as unrecognized financing charges.

The rents from operating leases of the Group as lessee of operating
lease shall be included into relevant asset cost or current profits and
losses by straight-line method in each period.

Other Significant Accounting Policies and
Accounting Estimates

When preparing financial statements, the management shall
apply estimate and assumption which will influence application of
accounting policies and amount of assets, liabilities, income and
expenses. And the actual fact might be different from the estimates.
The management of the Group will continuously assess the
judgment on the key assumption and uncertain factors involved in
the estimates. Influence from change of accounting estimates shall
be recognized in the current period and future period of change.

The accounting estimates and key assumption suffer from
significant risks for material adjustment on the book value of assets
and liabilities in the future period.

(1) Impairment for Receivables

The Group will measure the receivables at the amortized
cost on the balance sheet date to assess whether there
exists impairment; and assess the specific amount of
impairment loss when impairment incurs. Objective evidences
of impairment include showing data for judging whether
the future cash flow of individual receivables or receivable
combination might drop greatly as estimated, and data
to judge significant negative influence on financial status
of the debtors in the individual receivables or receivable
combination. If there are evidences showing that the value
of the receivables has been recovered, and the receivables is
objectively related to events occurring after the confirmation
of the loss, the impairment loss confirmed previously is
reversed.
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)

Estimates (Continued)
29. Other Significant Accounting Policies and
Accounting Estimates (Continued)

(2)

(3)

Provision for Impairment of Inventories

The Group will regularly estimaterealizable net value of
estimated inventory, and recognize loss of falling price of
inventory as per the positive balance between the cost of
inventory and realizable net value. When the Group estimates
the net realizable value, it will recognize the realizable
value as per the amount after deducting the estimated
cost of completion, estimated sale expense and relevant
taxes from the estimated sale price of similar inventories.
When the actual selling price or cost is different from the
previous estimate, the management will adjust accordingly
the realizable net value. Therefore, the result estimated
based on the current experience may be different from the
actual result, resulting in the adjustment of the book value
of inventory in the balance sheet. So the amount for the
provision for falling price of inventory may be changed due to
the above reason. The adjustment for the provision of falling
price of inventory will affect the current profits and losses of
estimate change.

Accounting Estimate of Impairment Provision for
Goodwill

This Group conducts impairment test on goodwill every year.
The recoverable amount of the asset group and combination
of asset groups including goodwill is the present value of
the estimated future cash flow, it shall be calculated by
employing accounting estimates.

If the gross margin used in the calculation of the future cash
flow in the asset group and combination of asset groups is
amended by the management and the gross margin after
amendment is below the current one, then the Group will
increase impairment provision for the goodwill.

If the pretax discount rate applied in the discounted cash
flow is revised by the management and the pretax discount
rate is above the current one, then the Group will increase
impairment provision for the goodwill.

If the actual gross margin or pretax discount rate is above or
below the estimate of the management, the Group cannot
reverse the impairment provision for the goodwill that have
been accrued.
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IV. Significant Accounting Policies and Accounting M -EEE

Estimates (Continued)
29. Other Significant Accounting Policies and
Accounting Estimates (Continued)

(4)

(5)

(6)

Accounting Estimates for Impairment Provision for
Fixed Assets

The Group will conduct impairment test on the fixed assets,
like houses and buildings, machinery equipment on the
balance sheet date that have the indication of impairment. If
the recoverable amount of fixed asset is the higher one of the
present value of the estimated future cash flow and fair value
of the assets minus the disposal expense, it shall be calculated
by employing accounting estimates.

If the gross margin used in the calculation of the future cash
flow in the asset group and combination of asset groups is
amended by the management and the gross margin after
amendment is below the current one, then the Group will
increase impairment provision for the fixed assets.

If the pretax discount rate applied in the discounted cash
flow is revised by the management and the pretax discount
rate is above the current one, then the Group will increase
impairment provision for the fixed assets.

If the actual gross margin or pretax discount rate is above or
below the estimate of the management, the Group cannot
reverse the impairment provision for the fixed assets that
have been accrued.

Accounting Estimate for Recognition of Deferred
Income Tax Assets

For the estimate of the deferred income tax assets, it is
required to estimate the taxable income and applicable tax
rate of each year. The realization of the deferred income tax
assets depends on the possibility of the company’s obtaining
adequate taxable income in the future. The change of
the future tax rate and the reverse time of the temporary
balance may also affect the income tax expense(profits)
and the balance of deferred income tax. The change in the
above estimate may lead to the significant adjustment of the
deferred income tax.

Service Life for Fixed Assets and Intangible Assets

The Group shall check the expected service life of fixed assets
and intangible assets at least at the end of eachyear. The
expected service life is determined by the management based
on the similar asset history and referring to the estimates
applied generally by the same industry and combination of
the expected technology update. When the past estimates
have been materially changed, the depreciation cost
and amortization cost of future period shall be adjusted
accordingly.
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IV. Significant Accounting Policies and Accounting M EES T BERREHEET @)

Estimates (Continued)
29. Other Significant Accounting Policies and
Accounting Estimates (Continued)

(7)

Accounting Estimates for Product Quality Assurance
The Group shall estimate the quality assurance responsibility
for the products with a guarantee period on the balance
sheet date, and the provision for the after-sale service
expense is based on the 4.25% of the operation revenue
of the product in the current year. The estimated provision
proportion is determined by the years of liability for the
quality assurance under the sales contract and historical
experience. When the past estimates have been materially
changed, the future after-sales service expense shall be
adjusted accordingly.

30. Change of Significant Accounting Policies and
Accounting Estimates

(1

(2)

Change of Significang Accounting Policies

In accordance with relevant provisions of the Accounting
Estimateshe quality assurance under the salesions on the
Accounting Treatment for Value-Added Tax”, CK [2016]
No. 22 Document, which is implemented from December 3,
2016, the date of issuance of this document, if the amount of
assets and liabilities is affected by transactions occurred from
May 1, 2016 to the date of implementation of the Provisions,
adjustments shall be made according to the Provisions.

In accordance with provisions of the above document, the
Group adjusts the name of the item thesalesions on the
Accounting Treatment for Value-Add the item “tax and
surcharges”. Meanwhile, it will reclassify the house property
tax, land use tax, vehicle and vessel use tax, stamp tax and
other relevant taxes arising from operating activities from
“administrationfeenistrationwithprovisionssurtaxes” from
December 3, 2016.

The change of accounting policies will have the following
cumulative effects on the Group’s consolidated financial
statements of the year 2016: The tax and surtaxes increased
by RMB 8,298,221.90, and the administration fee was
reduced by RMB 8,298,221.90. The changes will produce no
effect on the Group’s net profit and net assets.

Change of Significant Accounting Estimate
None.
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V. Taxes HFHIB
1. Main Tax Types and Tax Rate 1. FEHERBE
Tax Types Taxation Basis Tax Rate
HE TR BE
Added-value Tax Taxable Added Value 17%
HEW NI B (E R 17%
Urban Maintenance and Construction Tax VAT Payable 5%, 7%
YA TR 4 R R RR J& AN B T 2R 5% 7%
Educational Surtax VAT Payable 3%
B BH M JE AN E T EE 3%
Local Educational Surtax VAT Payable 2%
e G- E =Ll FENIE (AT FE 2%
Property Tax 70%-80% of the original value of the property 1.2% and 12%
Income from House Leasing
FBEB RERER 70%-80% MEEHERA 1.2% 0 12%
Corporate Income Tax Taxable Income 25%
BEMEH FE AN PASEE 25%
Hong Kong Profits Tax Taxable Income 16.50%
HEEMNEHR FE ML PSER 16.50%
Taxpayer’s description of the tax rate of different business income TR FEFTS B AN = BB R -
tax:
Names of the Taxpayer Income Tax Rate
MR AR FREBiBE
The Company i N/NS]| 25%
Beijing Tianhai Industry Co., Ltd. ItRRETERRAA 15%
Tianjin Tianhai High Pressure RERNEBRBABEREEAR] 25%
Container Co., Ltd.
Langfang Tianhai High Pressure BHREaBEABRERAR 25%
Container Co., Ltd.
Shanghai Tianhai Composite EEXREEERNERAT 25%
Cylinders Co., Ltd.
Beijing Tianhai Cryogenic ERREGERRBEERAR 15%
Equipment Co., Ltd.
Beijing Pioneer Up Lifter Co., Ltd. I RBESEEXRBAR AR 25%
Beijing MinghuiTianhai Gas Storage IERAEXSREBFERHEHERRAA 25%
Equipment Sales Co., Ltd.
BTIC AMERICA CORPORATION BTIC AMERICA CORPORATION (K/&FIMNAR]) Progressive Tax Rate
2SI E
Jingcheng Holding (Hong Kong) Co., Ltd. FIRIZA% (FE) R AR 16.50%
BTIC AMERICA CORPORATION is a company incorporated in BTIC AMERICA CORPORATION (K)&3
America, whose corporateincome tax is based on the surtax system, MAR) REXEGZMAOAR @ HbZ
and the tax rate of taxable income ranges from 15% to 39%. FTiS B REGEB R Rt X - TRIEAT

Fif5 28 M F R4 15%-39% 15 o
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V. Taxes (Continued)

VI.

2,

Tax Preference

Beijing Tianhai Industry Co., Ltd, the subsidiary of the Company,
has obtained the High-tech Enterprise Certificate on December
22, 2016 jointly issued by Beijing Municipal Science & Technology
Commission, Beijing Fiscal Bureau, Beijing Municipal Office,
SAT and Beijing Local Taxation Bureau, with the Certificate
NO.GR201611003805. The validity of the certificate is three years.
The provision for corporate income tax for the time being is based
on the 15% of its preferential tax rate for the year 2016.

Beijing Tianhai Cryogenic Equipment Co., Ltd., the subsidiary of
the Company, has obtained the High-tech Enterprise Certificate
on December 22, 2016 jointly issued by Beijing Municipal Science
& Technology Commission, Beijing Fiscal Bureau, Beijing Municipal
Office, SAT and Beijing Local Taxation Bureau, with the Certificate
NO. GR201611004210. The validity of the certificate is three years.
The provision for corporate income tax for the time being is based
on the 15% of its preferential tax rate for the year 2016.

Notes to Main Items of the Consolidated

Financial Statements

For the data on the Financial Statement disclosed below, unless otherwise
specifically stated, “opening” refers to January 1, 2016, “closing” is
December 31, 2016, “the current year “ means the year of 2016 from
January 1 to December 31, and “the last year” refers to the year of 2015
from January 1 to December 31. The monetary unit is RMB yuan.

1.

BT R AR AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

BIAARKETTIIR)

F - FIE @)

hY

/N

2.

BHWER

ARARZFRARAERKRELERBRAA
2016F 12 A2 HERB At mm Rl 2R
MEZES kEMUEBE - EERMER
BISE - LRI B B A BEN
BE5F 5 GR201611003805 A = i
EFBE  BERMHE=F ' 2016%F
EZ 15% M XS HERR R HED
EFTS5HL -

AARZFRARERREGEBERESR
NEIR2016F 12 A22 HEE TiER™
BeEagmEZag  bRmPBE - bR
MERKREE - tERm SRS RHE
7 3 B 4 5% A GR201611004210H) &
TR AERE  BEARHAE=F
2016FE1Z 15% NI EMBRHERB X
RS -

O BHmREEER TR

T5I FT 4% FR 00 B A5 SR R B - BREFRIGERR 2
G TEH | ZF52016 1 A1 8 [FR]IRKHE
20164F 12 A318 ' [A"F ] XE2016F 1 A1
HE12A318 ' [ EF] 3520151818
£12A8318 ' E¥BEMNABARKETT -

Monetary Capital 1. E¥E&ES

Closing Balance  Opening Balance
Item BH FREBEE FHRTE
Cash Re 81,483.39 65,972.56
Deposit in Bank EAER 102,499,128.38  175,710.601.91
Other Monetary Capital HiEBES 16,248,660.00 6,500,000.00
Total &5t 118,829,271.77 182,276,574.47
Wherein: total amount deposited overseas Hrp : FRAE RN SRIE R FE 13,156,280.25 11,012,062.02

For the balance of the other monetary fund, RMB 1,248,660.00
yuan is the deposit of letter of credit, and RMB 15,000,000.00 yuan
for deposit of bank acceptance bill with limited use.

ERFHEERDBR AR

HEEBES TP 1,248,660.00 04
ZEAERES © 15,000,000.007T &R1T
EAEZRES  FAIRE -

—RAEFFERE

189




190

Notes to the Financial Statements
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated
Financial Statements (Continued)

BAARKETIIR)

AN EHTBBRREEEEFE @)

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

2. Notes Receivable 2. FEWEE
(1) Type of Notes Receivable (1) EREEES
Closing Balance  Opening Balance
Item BH Rek FHRTE
Bank Acceptance Bill RITERHESR 16,314,951.71 3,228,891.44
(2) There is no receivable note as pledge at the end of the year. (2) FREANERNEWRRE -
(3) Notes receivable that has been endorsed or discounted and B) FARAEBKEEIMREEEAES
have not yet been expired on the balance sheet date B B m R R N EE
Closing Closing
Derecognized Underecognized
Amount Amount
FREL FERRLUE
Item BEH BRLE RS
Bank Acceptance Bill RITANIESR 134,489,679.20 0.00
(4) There are no notes that shall be transferred into receivables 4 FREFAHFEARBAOMSLE
due to the drawer’s failure of performance. AR R °
(5) The closing receivable notes mentioned above are aged (5) A%KE L FREKEENRER
within 180 days. fE180RZIA °
3. Receivables 3. EWERX
(1) Aging Analysis of Receivables (1) EBRERRERRI T
Closing Balance
FAREREE
Bad Debt Proportion of
Receivables Reserves Withdrawing (%)
Aging IR FEWBRR BRER FHIREE B (%)
Within 1 Year 1F AR 168,459,143.80 1,684,591.43 1.00
1-2 Years 1-28 17,304,999.74 1,730,499.98 10.00
2-3 Years 2-3F 33,814,665.70 6,762,933.14 20.00
3-4 Years 3-4%F 9,734,919.15 4,867,459.58 50.00
4-5 Years 4-5%F 4,588,205.00 3,670,564.00 80.00
More than 5 Years S5 2,691,401.00 2,691,401.00 100.00
Total a5t 236,593,334.39 21,407,449.13 -




Notes to the Financial Statements
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated
Financial Statements (Continued)

NEHITBRREEEETE@®

3. Receivables (Continued) 3. EWERM@
(1)  Aging Analysis of Receivables (Continued) (1) ERERRERRI W (E)
(Con't) (BR)
Opening Balance
FYEREE
Bad Debt Proportion of
Receivables Reserves Withdrawing (%)
Aging BREQ FEUARTR EERER TR B (%)
Within 1 Year 1 E AR 215,162,586.59 2,151,625.87 1.00
1-2 Years 1-24F 50,006,694.43 5,000,669.45 10.00
2-3 Years 2-34F 15,789,647.69 3,157,929.54 20.00
3-4 Years 3-44F 5,210,443.80 2,605,221.90 50.00
4-5 Years 4-5%F 196,140.60 156,912.48 80.00
More than 5 Years S5EE 2,520,261.70 2,520,261.70 100.00
Total &% 288,885,774.81 15,592,620.94 —
(2) Classification of Receivables 2) EWERZSE
Closing Balance
ERHE
Book Balance Bad Debt Reserves
REHE TRER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%) Book Value
it
Category £l 8 Hhl) 8 A% REEE
Receivables which single amount s significant BRSUBAUSA R
with single bad debt reserve SEERNENES 000 000 000 000 000
Receivables which bad debts are provided by REREREHER
combination of credit risk features R E ORI 236,593,334.39 100.00 21,407,449.13 9.05 215,185,885.26
Including: combination by aging A EREA 236,593,334.39 100.00 21,407,449.13 9.05 215,185,885.26
Receivables which single amount i insignificant FRCRTERAERNR
but with single bad debt reserve SREBNENE 000 000 000 000 000
Total &t 236,593,334.39 100.00 21,407,449.13 - 215,185,385.26
Con't -~
Con (%)
Opening Balance
ElE
Book Balance Bad Deb Reserves
FERE SEER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%) Book Value
it
Category 28 bl S8 bl RARE
Receivables which single amount is significant
with single bad debt reserves it 0.00 0.00 0.00 0.00 0.00
Receivables which bad debts are provided by BERERSEALT
combination of credtrisk features RERERNEIES 288,885, 77481 10000 15,592,620.94 540 273,293,15387
Including; combination by aging Hoh: B4 288,885,77481  100.00 15,592,620.94 540 2739315387
Receivables which single amount s insignificant FRRTEABRER
but with single bad debt reserves SEERRNENE 000 000 000 000 000
Total it 288,885, 774.81 100.00 15,592,620.94 - 273,293,153.87

ERFHEERDBR AR
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VI. Notes to Main Items of the Consolidated A EHUBRRETEEEFE®
Financial Statements (Continued)
3. Receivables (Continued) 3. FEWERR @
(2) Classification of Receivables (Continued) 2) EWERIRSEE)
Receivables which bad debts are provided by approach of HEF  BERS AT IRER
aging analysis in combination: AR FEIRBR K -

Closing Balance

FRERHE
Proportion of
Bad Debt Withdrawing

Receivables Reserves (%)
Aging BRiR FEWERRR RARER sHIRLE B (%)
Within 1 Year 1F AR 168,459,143.80 1,684,591.43 1.00
1-2 Years 1-24F 17,304,999.74 1,730,499.98 10.00
2-3 Years 2-34F 33,814,665.70 6,762,933.14 20.00
3-4 Years 3-44F 9,734,919.15 4,867,459.58 50.00
4-5 Years 4-5F 4,588,205.00 3,670,564.00 80.00
More than 5 Years S5EME 2,691,401.00 2,691,401.00 100.00
Total &t 236,593,334.39 21,407,449.13 =
(3) Provision, reverse (or recovery) of the bad debt reserve (3) AFEFR - EHE(RWE)KWEZE
of this current year REFER
The amount of the bad debt reserve this year is RMB KEFIRBEBBREHE S HE
5,807,555.75 yuan, of which the foreign currency translation 5,807,555.757C - N ITE B
affected is RMB 7,272.44yuan,without bad debt reserve 7,272 44 7T + AN £ UL 6] o) 82 0]
recovered or reversed this year. R EERRZEME o
(4) Receivables with top five balance as collected as per the 4) BRFATBEENERGEIRSR
debtors HY FE I BR SR 1B R
Proportion to
Total Amount
of Closing Impairment
Balance Provisions
of Receivable Closing
Name of Company Closing Balance Aging (%) Amount
1 FEUR
BRFF R
BRESTH RERAER
BUEE FREAE B HIEE 51 (%) FAREGBE
Zhengzhou Yutong Bus Co., Ltd,
Branch of New energy Bus Within 1 Year
BN FEEERMHERAA
FrEEREE D A 9,262,699.68 1 FE AR 3.92 92,627.00
Jiangsu Tianhai Special Equipment
Co., Ltd. Within 1 Year
LERNBREEERR AR 8,765,614.27 1 AR 3.70 87,656.14
Chengdu Huagi Houpu Holding
Co., Ltd. Within 1 Year
RERERE LM E LM
D BR A A 8,048,104.09 1A 3.40 80,481.04
Wuhan Tianhai Tenglong Technology
Development Co., Ltd. Within 1 Year
RERSEENMRERBRAA 7,212,844.43 18 AR 3.05 72,128.44
Shiyan Junwang Industry & Trade
Co., Ltd. 2-3 Years
TEEHETEERAF 6,007,548.00 2-3F 2.54 1,201,509.60
Total &%t 39,296,810.47 — 16.61 1,534,402.22
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Notes to Main Items of the Consolidated RO BBRREZEEFE @
Financial Statements (Continued)
4. Advance Payment 4. FERNRE
(1) Aging of Advance Payment (1) FEARERER
Closing Balance Opening Balance
FHERTE
Proportion Proportion
Amount (%) Amount (%)
Item BEH S8 Hl(%) 2 HBI(%)
Within 1 Year 1FEAA 32,186,913.36 88.89 16,644,522.81 86.84
1-2 Years 1245 2,207,094.35 6.09 1,434,743.97 7.49
2-3 Years 2-3F 1,383,945.85 3.82 161,344.00 0.84
More than 3 Years 3EMNE 433,880.25 1.20 926,200.90 4.83
Total a5 36,211,833.81 100.00 19,166,811.68 100.00

(2)

The main reason for the aging over one year and some key

RREE—FESREZNRAN

advance payment not settled in time is that the procurement REARBEENREAEZE &K
has not yet finished. RITAERRE ©

Advance payment with top five balance as collected as 2) REMHSBENFERBREIR
per the objects of advance payment ZHNESRER

Proportion to
total amount of
closing balance of

Name of Company Closing Balance Aging prepayment (%)

L=pENR

FIHF R

BHRESTTH

BuEl FAREGBE IR HIEE 51 (%)
State Grid Beijing Electric Power Company Within 1 Year

B4t T E A R] 3,077,201.79 1 AR 8.50
Shanxi Taigang Stainless Steel Co., Ltd. Within 1 Year

LU FE A 85 4 A% 10 5 PR A A 2,314,473.58 1 AR 6.39

Beijing Zhisheng Cryogenic Equipment

Maintenance Co., Ltd. Within 1 Year

EREEEBRBEECERAA] 1,511,333.30 1A 4.17
Shandong Tianhai High Pressure Container Co., Ltd. Within 1 Year

IWRKRE=BARER AT 1,423,876.73 1R 3.93
Huai'an Zhenda Steel Pipe Manufacturing Co., Ltd. Within 1 Year

L TREHE REFR AR 1,302,065.10 1F AR 3.60

Total &%t 9,628,950.50 — 26.59

EREEERDEBRAE - FFEREH
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI.

Notes to Main Items of the Consolidated

Financial Statements (Continued)

5.

(1

Other Receivables 5. HMERKR
Type of Other Receivables (1) HtEKRSE
Closing Balance
ERBE
Book Balance Bad Debt Reserves
BERE BRER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%) Book Vialue
it
Category £l 88 (%) S8 HA%) REEE
Other receivables which single amount s significant ~~ EREBEBALEE:HR
with single bal debt reserves SREBNADEYS 000 000 000 000 000
Other receivables which bad debts are provided BERERSEAA: R
by combination of crecit rsk features SRERNEBEY 31177442 56.91 1,.941,356.00 5230 1,770,418.42
Other recelvables which single amount s insignificant ~ EEEEABAREE:FR
but with single bad debt reserves SRERNAMRY 281013138 43.09 000 000 2,810,131.38
Total Ait 6,521,905.80 100.00 1,941,356.00 - 4,580,549.80
(Con't) (BR)
Opening Balance
ElE
Book Balance Bad Deb Reserves
BERE SEER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%) Book Value
it
Category £l S8 hic) 28 bl RERE
Other recevables which sigle amount issignficant ~~ EESEEAD R
with single bad debt reserves SRR DR 000 000 000 000 000
Other recelvables which bad debs are provided RERERNEARTE
by combination of crectrisk features SREENE RS 3,159,29579 10000 138262995 4376 1,776,665.84
Other eceivables which single amount i nsgnificant. ~~ FESEFEAELERHE
but with single bad deb reserves SEEBEEYS 000 000 000 000 000
Total &t 3,159,295.79 100.00 1,382,629.95 - 1,776,665.84
Other receivables which bad debts are provided by approach HEF - RRER DA IRER
of aging analysis in combination SR H Ath FEUL TR
Closing Balance
FRERTE
Proportion of
Other Bad Debt Withdrawing
Receivables Reserves (%)
Aging RiR N BIRER TR (%)
Within 1 Year 1F AR 1,609,408.55 16,094.10 1.00
1-2 Years 1-24F 144,188.92 14,418.89 10.00
2-3 Years 2-3F 44,831.18 8,966.24 20.00
3-4 Years 3-44F 15,386.00 7,693.00 50.00
4-5 Years 4-5%F 18,880.00 15,104.00 80.00
More than 5 Years S5 E 1,879,079.77 1,879,079.77 100.00
Total a5t 3,711,774.42 1,941,356.00 -

BAARKETTIIR)

AN EHTBBRRETEEEFE @
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VI. Notes to Main Items of the Consolidated AN EHBBEBRREEEAEIE®@®
Financial Statements (Continued)
5. Other Receivables (Continued) 5. HEWR @)
(2) Provision and recovery (or reverse) of the bad debt this (2) FFEFR @B (REE)FERER
year EHEBR

The amount of bad debt reserves withdrawn for the current
year is RMB 558,726.05 yuan and the bad debt reserves
recovered or reversed is RMB 0.00 yuan.

XEFREREHE B
558,726.05 7T : 7N 4 Yz (6] =X é2 o]
BERERSEA0.007T °

(3) The category of other receivables as per the nature of 3) HMEWRERREHEIEER
amount
Closing Opening
Book Balance Book Balance
Nature of Amount MIEME FREREEE FHERE R
Imprest RS 648,132.84 1,658,549.02
Deposit, Security etc. e REEZSF 810,500.00 213,946.52
Export Rebates HOER 2,810,131.38 0.00
Prepayment More than 5 Years 5 LA EFRTBRFR 513,574.62 0.00
Current Account ERK 1,739,566.96 1,286,800.25
Total |t 6,521,905.80 3,159,295.79

(4)

Other receivables with top five closing balances as

collected as per the debtors:

(4) BRRTBENFRGBEANESR
HY E At FE WK BR,

Proportion to
total amount

of closing

balance of Closing

other balance of

Nature of Closing receivable bad debt

Name of Company Amount Balance Aging (%) reserves

A EL A PR WORR

FRBEER AR

B MIEME FAREGE BRER  BIEYLEAI (%) FAREGBE
Export Rebates Export Rebates Within 1 Year

AR o AR A 2,810,131.38 1F AR 43.09 0.00
Baogang Steel Union Sales Prepaid Goods More than
Co., Ltd. Payment 5 Years

B HE AR QA ARNER 400,648.84 S5 E 6.14  400,648.84

Jiangsu Tianhai Special Current

Equipment Co., Ltd. Account 1-2 Years

BN B FEREARAR ELITN 382,273.18 1-24F 5.86 5,096.13
Beijing Xingjian Hangyong Material More than
Valve Co., Ltd. Payment 5 Years

IR ESMEBRPAERAA MR 233,006.21 S5EE 3.57 233,006.21
Beijing Gas Co., Ltd. Margins Within 1 Year

IR ER AR REZ 130,000.00 1R 1.99 1,300.00

Total &&t 3,956,059.61 - 60.65 640,051.18

EREEERDEBRAE - ARFFERE
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VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)
6. Inventories

(1

(2)

(3)

Classification of Inventory

BAARKETTIIR)

NoEHEBHREEEREE®

6.

7
(1) HwESE

Closing Amount

FREHE
Falling Price
Book Balance Reserves Book Value
Item ] FREIEREE BREEE IREEE
Raw Materials R 165,018,648.27 25,525,950.82 139,492,697.45
Goods in Process EER 67,855,698.43 15,699,021.15 52,156,677.28
Merchandise Inventories B m 141,016,628.39 15,867,362.65  125,149,265.74
Goods in Transit FHEm 430,499.67 101,520.24 328,979.43
Total &5t 374,321,474.76 57,193,854.86 317,127,619.90
(Con't) (&%)
Opening Amount
FYoE
Falling Price
Book Balance Reserves Book Value
ltem s ARTE#ASE KB REER
Raw Materials R 212,208,627.92 45,774,630.45  166,433,997.47
Goods in Process fEEM 103,752,611.92 29,431,179.99 74,321,431.93
Merchandise Inventories JER e 171,309,166.78 21,325,756.99  149,983,409.79
Goods in Transit B P an 0.00 0.00 0.00
Total &t 487,270,406.62 96,531,567.43 390,738,839.19
Inventory Falling Price Reserves 2 TFEHKEEE
Increase in the CurrentYear Decrease in the Current Year
REEM RERD
Opening Reverse Other Closing
Balance  Withdrawing Other orResales  Transfer-out Balance
Item 15 FOHE iR A BrEZEE EfbEi ERGE
Raw Materials Ri# 45,774,630.45 8,126,749.79 000 2837542942 0.00 = 25,525,950.82
Goods in Process EEm 29,431,179.99 7,563,335.68 0.00  21,295,494.52 000 - 15699,021.15
Merchandise Inventories EEER 21,325,756.99  11,825,806.14 0.00  16,016,085.51 1,268,114.97  15,867,362.65
Goods in Transit Elhfm 0.00 101,520.24 0.00 0.00 0.00 101,520.24
Total &t 96,531,567.43  27,617,411.85 0.00  65,687,009.45 1,268,114.97  57,193,854.86
The reduction of the other transfer-out this year for the AERIHEAMBEREEHR
capital turnover of the cylinders transferred in shall be MEARAGFLAERZE - HE
deemed as long-term unamortizedexpenditures, the FEREEFE -—TEL -
corresponding provision of falling price of inventory shall be
transferred-out.
Refer to Note IV.12 for withdrawal method of inventory B) HGEREERENRIEFEAR
falling price reserves. BERD « 12 Bt o

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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VI. Notes to Main Items of the Consolidated N BB EBRREEEETE@®
Financial Statements (Continued)
7. Other Current Assets 7. HitRBEE
Item Closing Balance  Opening Balance Nature
ez FARGBE FRER HE
Added-value Tax Retained Added-value
Tax Retained
BB ED 54,170,822.29 0.00 BRIKIRET
Added-Value Tax without Deduction Added-Value Tax
without Deduction
RIEHIE(ET 1,743.59 0.00 AR ET
Input Tax to Be Identified Input Tax to
Be Identified
RrRRE IR 0.00 6,215,611.17 RrRRE IR
Pre-paidCorporate Income Tax Pre-paid Corporate
Income Tax
RSN 0.00 866,907.85  TEMMEFTEH
Total &% 54,172,565.88 7,082,519.02 —
8. Long-term Equity Investment 8. RERERE
(1) Classification of Long-term Equity Investment (1) RERERESSE
Incrse and Decreaseforthe Current Year
TEREY
Investment
Profits and Declared
Losses  Adjustmentto Disrbution of  Withdrawing Clsing
Recognized Other ~ Varation Cash of Reserves Balance of
Added Reduced  under Equity Comprehensive inOther  Dividends for Closing ~~ Impaiment
OpeningBalance ~~ Ivestment ~ Investment ~~ Approach Incomes Equites orfroft— Impaiment Other Balance ~ Provisons
ENRE  WORE ERETED  EAc B EfBhEd it HEER
Invested Eqity fhEER F4E hREEE  UWERE  EERD BB RN L
| Associted Eterrises
Shandong TanhaiHioh Pressure
Contaer Co, Lt S 41156194 000 00 6501819 00 00 00 000 000 63,161807.36 00
1. ot Ventures

iangsu Tienhai Specl
Equpment Co, Lt

119048377 000 0w 8306 000 00 000 000

=

0 109870 000

Total il 8,362,103.1 000 000 681857837 000 000 000 000 0007518168158 000
(2) Analysis of Long-term Equity Investment (2) RABRERENIN

Closing Amount  Opening Amount
Item =] FREHE FYLE
Listed Em
China (excluding Hong Kong) R (BERIN) 0.00 0.00
Hong Kong BB 0.00 0.00
Other Regions E‘nﬂiﬁzlu:u 0.00 0.00
Subtotal /et 0.00 0.00
Non-listed FEm 75,181,681.58 68,362,103.21
Total &% 75,181,681.58 68,362,103.21

TEFHBERGERAT —E-—AEEERS 197
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From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated A EHFBEBRREZEEFE@®
Financial Statements (Continued)
9. Fixed Assets 9. EBEEE
(1) List of Fixed Assets (1) BEEEEHMAR
Houses and Machinery  Transportation Office Electronic
Building Equipment Equipment Equipment Equipment Total
Item R EEESN BERE EaRE BORE ERRfE ait
I, Original Book Value — HKARE
1. Opening Balance 1. e 661,687,707.94  819,480,161.76 29,841,727.35 11,646,915.06 25,003,029.20 1,547,659,541.31
2. Increase for the LAEENER
Current Year 10,517,652.95 -5,241,541.20 225,319.72 883,166.97 611,101.36 6,995,699.80
(1) Purchase (NEE 0.00 476,489.09 225,319.72 241,357.33 0.00 943,166.14
(2) Transfer from QEETREA 0.00 7,390,175.59 0.00 0.00 0.00 7,390,175.59
Projects under
Construction
(3) Other (Note 2) Q)M (382 10,517,65295  -13,108,205.88 0.00 641,809.64 61110136 -1,337,641.93
3. Decrease for the 3RERS SR 000 861643459 1,221,324.74 0.00 000  9837,75933
Current Year
(1) Disposal or () BEFRE 000 861643459 122132474 0.00 000  9837,75933
Scrapping
4. Closing Balance 4 EREBH 672,205,360.89  805,622,185.97 28,845,722.33 12,530,082.03 25,614,130.56 1,544,817,481.78
Il. Accumulated Depreciation = » 25F47&
1. Opening Balance 1. EEE 133,204,400.39  404,538,975.89 24,355,831.44 6,613,753.79 16,325,849.30  585,038,810.81
2. Increase for the LAEENSE 1503431297 6620072394  1,459,664.02 1,274,736.35 128392990  85253,367.18
Current Year
(1) Withdrawing ()32 15,034,312.97 66,200,723.94 1,459,664.02 1,274,736.35 1,283,929.90 85,253,367.18
3. Decrease for the 3AFHIEE 0.00 6,325,133.31 1,096,612.26 0.00 0.00 7,421,74557
Current Year
(1) Disposal or (REFHRE 000 632513331 1,096,612.26 0.00 000 742174557
Scrapping
4. Closing Balance 4 EREE 148,238,713.36  464,414,566.52 24,718 883.20 7,888,490.14 17,609,779.20  662,870,432.42
Il Provision for Impairment = + JHE%(E
1. Opening Balance 1 ENGE 0.00 2,312,294.65 0.00 0.00 0.00 2,312,294.65
2. Increase for the LAEEMEE 000 3458997553 0.00 0.00 3,144652.76  37,734,628.29
Current Year
(1) Withdrawing (1)atHR 000 3458997553 0.00 0.00 314465276 37,734,628.29
3. Decrease for the IRERVEE 0.00 0.00 0.00 0.00 0.00 0.00
Current Year
4. Closing Balance 4 FERBE 000  36902,270.18 0.00 000  3,144,65276  40,046,922.94
IV. Book Value M- EEEE
1. Closing Book Value 1 EXRAEE 523,966,647.53  304,305,349.27 4,126,839.13 4,641,591.89 4,859,698.60  841,900,126.42
2. Opening Book Value 2L ENREEE 528,483,307.55  412,628,891.22 5,485,895.91 5,033,161.27 8,677,179.90 960,308 435.85
(2) The depreciation of the fixed assets recognized to be profits is 2) AERRAAEBRNETEEENT
RMB 85,253,367.18 yuan (the last year: RMB 87,299,077.77 B ?%85,253,367.18%( e &= 25
yuan). # : 87,299,077.777¢C) °
(3) Inthe added fixed assets, the amount transferred in from the (B) AFENMNEEEEST  HEE
project under construction is RMB 7,390,175.59 yuan. IREEANSEEA7T,390,175.59
I o
(4) The profit from the sale of the fixed assets is RMB (@) ¢ ﬁ ’% Ew A A

-2,091,562.94 yuan.
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Notes to the Financial Statements
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VI. Notes to Main Items of the Consolidated
Financial Statements (Continued)
9. Fixed Assets (Continued)

(5)

Taking December 31,

2016 as the base date, China

Alliance Appraisal Co., Ltd evaluates the fixed assets that
have the indication of depreciation in the subsidies of the
Company, that is, Beijing Tianhai Industry Co., Ltd, Beijing
MinghuiTianhai Gas Storage Equipment Sales Co., Ltd. and
LangfangTianhai High Pressure Container Co., Ltd. by the
asset-based approach respectively; and issued ZTHPB ZI
(2017) No. 86, (2017) No. 87 and (2017) No. 88 Appraisal
Reports respectively on February 28, 2017. According to
the results of the evaluation, the reserves for impairment
of the part of the machinery equipment and electrical
equipment withdrawn by the managements amount to RMB
37,734,628.29 yuan.

Note 1:

Note 2:

The Housing Ownership Certificate (J.Z No. 115031501859
and Land-use Right No.32-2) for the closing fixed assets
of Tianjin Tianhai High Pressure Container Co., Ltd., the
subsidiary of the Company, is used as the mortgage to
HuaxiaBank Co., Ltd, Tianjin Branch, involving RMB110.13
million yuan of the assessed value. The land is located on NO.
268 Jinbin Road, Port Bonded Area, with the area of 50378.4
square meter. Loan Contract No. is TJ0310120160075,
with the loan amount RMB20 million yuan. The term
of the loan is from November 23, 2016 to October 20,
2017. The fixed assets Housing Ownership Certificate
(J.Z.N0.1150211201217 and Land-use Right No. 31-6) is
used as loan on bills to Huaxia Bank Co., Ltd, Tianjin Branch,
involving RMB75.74 million yuan. The land is located on
306 Xingang Avenue, Port Bonded Area, with the area of
45489.2 square meters. The maximum amount of debt is
RMB40 million yuan and Bill Mortgage Contract number is
TJ03(Gaorong)20160049. The financing period is from June
29, 2016 to June 29, 2017.

The other increase is based on the Financial Statement Audit
Report (No. XYZH/2016TJA20140) issued by ShineWing
Certified Public Accountants for the subsidiary of the
Company-Beijing MinghuiTianhai Gas Storage Equipment
Sales Co., Ltd., and the original estimated value is adjusted
based on the actual cost for the relative fixed assets of
the Project on the base of liquefied natural gas cylinder
in vehicles and cryogenic equipment manufacturing (LNG
industry).

BT R AR AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

N EHPBHRRER

HAUARETTIITR)
IE E FII*% nﬁ

9. EBEEEEME
(5) dtRAME i EfF B AR A TN
2016512 A31H AEXER » &

ERFHEERDBR AR

3

BEEAMEDRE ARG ZT
BRRILEREILH
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ﬁw%ﬁ X7 2017 F
DRHE T RREFRT (2
%%f HFRIZET R T (201
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ST RS - BB AR
12 [ 8 30 0 e R R A TN B SR
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EH
JIk
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ﬁ: o
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SERABERETEATNER
BEEEEEEEREYEME
2 F551150315018595% @ +
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Notes to the Financial Statements
BT ISR R MIET
From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
20164F 1 A1HZE20164 12 431 H (R BMEMFEREFRIFERIN - HUARETIIR)

VI. Notes to Main Items of the Consolidated A EHFBEBRREZEEFE@®
Financial Statements (Continued)
9. Fixed Assets (Continued) 9. EBEEEE @)
(6) The analysis of the houses and buildings based on the 6) EEEEVERFEHERFRS
location and age is as follows: i N

Closing Amount  Opening Amount

Item 1HH FREH FHeR
Within China LA BIE A 523,966,647.53 528,483,307.55
Long-term (More than 50 years) RE(50FLA L) 0.00 0.00
Middle-term (10-50 Years) R HF(10-504F) 523,966,647.53 528,483,307.55
Short-term (Within 10 years) REI(10FLAR) 0.00 0.00
Outside China LA R B3R A1 0.00 0.00
Long-term (More than 50 years) REA(S0FLA L) 0.00 0.00
Middle-term (10-50 Years) AR HA(10-50 4F) 0.00 0.00
Short-term (Within 10 years) EHO0FAR) 0.00 0.00
Total &t 523,966,647.53  528,483,307.55
(7) Unused fixed assets for the time being (7) ERHENEEEE
Original Accumulated Provision for

Book Value Depreciation  Impairment  Book Value Remark
Item EH RERE RiHE REERE REEE et
Houses and Buildings FEREN 102,725,021.29 76,532,413.59 17,872,748.21  8,319,859.4 =

(8) Fixed Assets that the Certificate of Property Has Not 8) ANXERIENETEE

Been Yet Completed

Reason about why certificate
of property has not been

Item Book Value yet completed

HE REEE APXERFERE
Properties of LNG Industry Base Under processing
INGEXEMIAEFE 285,373,864.87 EEHEH
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Notes to the Financial Statements

Notes to Main Items of the Consolidated
Financial Statements (Continued)

(1

(2)

PR R AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

BIAARKEITTIIR)

NEHIBRREEEEIE@®

10. Projects under Construction 10. EEIRE
Breakdown of Projects under Construction (1) EEIERBEMAXR
Closing Balance Opening Balance
ERGHE FOBE
Provision for Book Book  Provision for Book
Book Balance  Impairment Value Balance Impairment Value
Item EE RERE REER REEE RESRE B REEE
Equipment Ria 0.00 0.00 0.00  8,037,077.84 0.00 8,037,077.84
Change of Significant Projects under Construction (2) EXERIREEZHER
Decrease in the Current Year
KEFD
Increase  Transferred-
Opening in the in Fixed Other Closing
Balance  Current Year Assets Decrease Balance
Name of Project IRER FHRE AERN  EABEEE HftED FRHE
Type Ill Bottle =7 5,284,115.99 2,625,506.75 3,651,373.47 4,258,249.27 0.00
Loading & Unloading Machine
for Cylinder Valve of
Natural Gas Cylinder AARFERRE S 33,025.70 0.00 33,025.70 0.00 0.00
Air Tightness Testing Machine 24 5{g 39,224.70 0.00 39,224.70 0.00 0.00
Cluster Bottle Set SR 51,955.20 0.00 51,955.20 0.00 0.00
Steel Outer Wall Shot
Blasting Machine SN 125,839.43 0.00 125,839.43 0.00 0.00
Phase Il High Pressure Air “HREERERIR
Piping Engineering 500,000.00 501,000.00 1,001,000.00 0.00 0.00
CNC Bending Machine YIEnEH 0.00 169,230.76 169,230.76 0.00 0.00
Other Equipment L 2,002,916.82 534,52451  2,318,526.33 218,915.00 0.00
Total &t 8,037,077.84  3830,262.02 739017559  4.477,16427 0.00
(Con't) (B&)
Wherein:
Accumulated
Proportion of Amount of Capitalization
Project Accumulated Capitalization Rate of
Investment Project ~ Amountof  of Interests Interestin
Budget Amount to Progress Capitalization inthe  the Current  Sources of
(RMB 10,000 yuan)  Budget (%) (%)  of Interests  Current Year Year (%) Funds
2
IRRA S FERS AERS
REH hEg IR -3 C AN X%
Name of Project IRER (Bn) E8(%) EE (%) 2iteE i (%) SRR
Type Il Bottle SR 365 100 100 BE{ER
Loading & Unloading Machine
for Cylinder Valve of Natural
Gas Cylinder AR MR R 33 100 100 BEER
Air Tightness Testing Machine ~ RAHEF 51 4 100 100 BE[RH
Cluster Bottle Set SRmA 52 100 100 BEER
Steel Outer Wall Shot
Blasting Machine SRR 12.58 100 100 BEEH
Phase Il High Pressure Air
Piping Engineering “HRRERERIR 100 100 100 AE(EN
CNC Bending Machine HiEEH 17 100 100 BERH
Other Equipment Ethikf 23185 100 100 -
Total Aif 738.93 - - -

ERFHEERDBR AR

—BRAEFFERE

201




202

Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 51 HZE20164F 12 A 31 H (AN F3RK M 5EBR = Bl EBR S

VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)
11. Intangible Assets

(1

(2)

(3)

BAARKETTIIR)

AN EHTBBRRETEERFE @

11. EFREE

Breakdown of Intangible Assets MEFEERHA
Land Use Right  Patent Rights Software Total
Item EH ThERE E5 it At
1. Original Book Value — KaRE
1. Opening Balance 1EM%E 165,755,637.08  11,707,050.00 769,294.28  178,231,981.36
2. Increase in the Current Year 2AEEMEE 0.00 0.00 0.00 0.00
3. Decrease in the Current Year 3AERLEE 0.00 0.00 0.00 0.00
4. Closing Balance 4 FRHE 165,755,637.08  11,707,050.00 769,294.28 178,231,981.36
Il. Accumulated Amortization = 2ot
1. Opening Balance 1. EN5%E 14,492,579.74 7,136,142.09 502,421.54  22,131,143.37
2. Increase in the Current Year LAEENESR 3,427,667.55 999,999.96 8658691  4,514,254.4
(1) Withdrawing (1ath 3,427,667.55 999,999.96 86,586.91  4,514,254.4)
3. Decrease in the Current Year 3AERLEE 0.00 0.00 0.00 0.00
4. Closing Balance 4 ERBE 17,920,247.29 8,136,142.05 589,008.45  26,645,397.79
lil. Provision for Impairment = REEE
1. Opening Balance 1 EAIRE 0.00 0.00 0.00 0.00
2. Increase in the Current Year LAEENSE 0.00 0.00 0.00 0.00
3. Decrease in the Current Year 3AERVEE 0.00 0.00 0.00 0.00
4. Closing Balance 4ERRE 0.00 0.00 0.00 0.00
IV Book Value W REEE
1. Closing Book Value 1 EREEERE 147,835389.79  3,570,907.95 180,285.83  151,586,583.57
2. Opening Book Value LENEAEER 151,263,057.34 4,570,907.91 266,872.74  156,100,837.99

There are no intangible assets formed through internal R&D
in the Company.

The depreciation and amortization amounts of the intangible
assets recognized as profits and losses in the current year are
RMB 4,514,254.42 yuan (RMB 4,492,508.85 yuan for the
previous year).

Refer to Note VI.9 for the closing pledge of intangible assets

REREBB R F N B K
T EEE

RNEBRBIBZNEREENTT
ENEEEA4,514,254.42 T (
FE%8 ¢ 4,492,508.857T) °

ARRFEREREERMIENF

for the Company. BARHFES « 9t o
Land use right is analyzed as follows by regions and 2 THEAREZMEXERFRS
years: W
Closing Amount  Opening Amount
Item HE FXREE FH2E
Inside China R BIEA 147,835,389.79  151,263,057.34
Long-term (More than 50 years) KHI(50F A L) 0.00 0.00
Middle-term (10-50 Years) A HI(10-504F) 147,835,389.79  151,263,057.34
Short-term (Within 10 years) EH(10FAR) 0.00 0.00
Outside China LR B 3E A 0.00 0.00
Long-term (More than 50 years) RHEI(50F LA E) 0.00 0.00
Middle-term (10-50 Years) FREA(10-504F) 0.00 0.00
Short-term (Within 10 years) HE(10FLAA) 0.00 0.00
Total |t 147,835,389.79  151,263,057.34

There is no land use right for property that certificate of title
has not been handled.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
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VI. Notes to Main Items of the Consolidated
Financial Statements (Continued)

PR R AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

NEHUBHRERER

HAUARETTIITR)
IE E IJE*% nﬁ

12. Goodwill 12. B8
(1) Original Value of Goodwill (1) BEERE
Increase Decrease

Opening in the in the Closing

Balance  Current Year  Current Year Balance
Name of Invested Entity HREENER FH8RE REEM KERD FRHE
BTIC AMERICA CORPORATION PNESI VNG 6,562,344.06 0.00 0.00 _ 6,562,344.06

(2) Impairment Provision for Goodwill 2) BEREESE
Provision Disposal

Opening in the in the Closing

Balance  Current Year  Current Year Balance
Name of Invested Entity HREENER FOHE FEHR rERE FREHE
BTIC AMERICA CORPORATION REFMAT 0.00  2,882,689.66 0.00 _ 2,882,689.66
On the balance sheet date, Beijing Tianhai Industry Co., Ltd, éf%%%%% H-  AREZFAE
the subsidiary of the Company, has conducted impairment IRRETIEERARHEHEE
test for the goodwill; and adopted combination of asset TRVERIE - ETEFHIR A KA A]
group related to goodwill to estimate the present value P EEE - RATHEBERH
of future cash flow when the estimated input cost can be KB EAMBERTEGT RKRE T
recovered. 2IR1E -
Recoverable amounts of asset group and combination of BEMAMEEMAMAEGHITKRE®

asset group are calculated by the cash flow forecasting
method in the stable operation period from the sixth year
based on the five-year budget approved by the management.
Other key assumptions adopted in the impairment test
include estimated selling price, sales volume, other related
expenses, etc. of products. The management determines the
above key assumptions as per the historical experience and
forecast to market development. The management adopts
pretax rate 8.26% which can reflect the specific risks of
related asset groups and combination of asset group as the
discount rate. The above assumptions are used to analyze
recoverable amounts of each asset group and combination
of asset group. The management believes that any material
change of these significant assumptions might cause the
book value of single asset group to exceed its recoverable
amount.

The management believes that provision for impairment for
the goodwill was RMB 2,882,689.66 yuan on December 31,
2016 based on the above assessment.

ERFHEERDBR AR

BeRBEEEEILENEEH
MEEMBASOFHRAE - L5
/\itﬁﬁ“**gmﬁﬁ RARE
mETRIERTE < RERIE P
%ﬁﬁﬂ’]ﬁ@?ﬁﬁiﬁ?&ﬁ% EE im
BAEE HE HMOEHEE
A% - R EREE L KR I Y
T35 2% & RO TROBI 8 52 | it B B2 R
& BEERAEARRERE
EAMNEEAAS O E R LA
LA A K 8.26% MY K o it
BREAUADNEEEBNEEME
HAEM R Y E SR - BEERE

fo

S

ELBERMER E’]Eﬂiﬁ AL #B
Ergees R R EEEANKHE

EEREE OIS -
EEERA ERNEFHER

201641 2 A31H iiﬁ%ﬁ%m/m{ﬁ
Y5 2,882,689.66 7T ©
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Notes to the Financial Statements
BTSSR R MIEE
From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated A EHBRRETEEEFE®@
Financial Statements (Continued)
13. Long-term Unamortized Expenses 13. REISGHBER
Increase Amortization Other Decrease
Opening in the in the in the Closing
Balance Current Year Current Year Current Year Balance
[tem R FOBE REEM REHH REHMED ERBE
Amortization of Turnover Fees R 0.00 16,240,888.79 1,534,274.24 0.00 14,706,614.55
Property Comprehensive Insurance BERAR 280,524.60 0.00 134,651.76 0.00 145,872.84
Total Ear 280,524.60 16,240,888.79 1,668,926.00 0.00 14,852,487.39

14. Deferred Income Tax Assets and Deferred Income 14. EEFIEHEEMELEFRESH

Tax Liabilities =L
(1) Breakdown of Deferred Income Tax Assets that Have (1) REEHENETHEREE
not been Offset

Closing Balance Opening Balance

FERBE FUHE

Deductible Deferred Deductible Deferred
Temporary Income Temporary Income
balance Tax Assets balance Tax Assets
A i3 A& JEE
Item EH TRHMER FEHEE ThitER FEHEE
Provision for Assets Impairment BEREER 1,090,575.06 285,691.27 1,066,687.80 277,330.73

(2) Breakdown of Deferred Income Tax Assets Unrecognized 2 FRERELFESHEEPRMA

Closing Balance

Opening Balance

Item 1HH FERGE FHUREE
Deductiable Temporary Difference ARSI E R

Dedutiable Loss AIEHNEE 406,969,959.12  299,451,222.57
Provision for Impairment for Assets BEREXER 123,507,533.52 114,752,425.17
Total &t 530,477,492.64  414,203,647.74

(3) The deductible losses of unrecognized deferred income
tax assets will be due in the following year.

(3) RERELEMEHEEMNEN
EIEER AT FEEIH

Closing Balance

Opening Balance

Year 15 EREH FH&E
2017 2017 & 43,261,714.43 49,307,148.50
2018 2018 16,422,438.17 23,571,239.03
2019 20194 E 42,853,049.96 42,853,049.96
2020 20204 fE 183,719,785.08 183,719,785.08
2021 2021 E 120,712,971.48 0.00
Total &5t 406,969,959.12 299,451,222.57
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Notes to the Financial Statements
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated NS HTERRETEEBFE @
Financial Statements (Continued)
15. Short-term Loan 15. EHIER
(1) Classification of Shot-term Loan (1) EHERIE
Closing Balance  Opening Balance
Classification of Loans BERl FRBE FHRTE
Mortgage Loan EARERK 20,000,000.00 45,844,240.00
Guaranteed Loan REBE B 170,000,000.00 160,000,000.00
Total Gl 190,000,000.00  205,844,240.00
1) On October 18, 2016,Tianjin Tianhai High Pressure 1) 20164 10A 188 ' AR
Container Co., Ltd., the subsidiary of the Company AlZTEBARIXRRE
signed loan contract (No.: TJ0310120160075)with RERGZAREME AR E
Tianjin Branch of Hua Xia Bank Co., Ltd., with the loan EERITKRODBR A A
amount of RMB 20 million yuan, lasting for 11 months REDTEE A RN
from November 23, 2016 to October 20, 2017 and TJ031012016007\5%§\%(
with the loan rate of 4.785%. And Tianjin Tianhai High e - EREER2,000
Pressure Container Co., Ltd.took its property (Number S ERER1EAR -
of Certificate of Property: FDZJZiNo.115031501859) #2016F 11 A23HEE
and land (Number of Certificate of Land Use Right: 20174 10A 2081k * &K
DHB-32-2) worthy of RMB 110.13 million yuan as F%EA54.785% ° RER
assessed in total for pledge from October 23, 2016 to BEERRARIMDA
the date of expiry of the debt performance under the RHEEER 11,0138 7T
main contract. B 55 EE AN & T TR -

EEERGEMEZFTSE
115031501859%% » +HifsF
FAREM 8RR -32-2 IR EA

PR/Z2016%F 108 23H =
FERIBEBTEBETHR

fEimz A e
2) On August 14, 2016,Beijing Tianhai Industry Co., Ltd, 2) 20164 8AH 148 » &
the subsidiary of the Company signed working capital ARl FARAAILRKE
loan contract (No.: YYB1210120160066)with Beijing TXFRAAEEE
Guanghua Sub-branch of Hua Xia Bank Co., Ltd., WITRMDAER AR LR
with the loan amount of RMB 20 million yuan, the REZTEITRBRER
period from August 16, 2016 to May 13, 2017 and YYB1210120160066477%
the loan rate of 4.785%. And Jingcheng Machinery FELERGRE - ERE
Electric Holding Co., Ltd., the parent company of the ¥ /32,0008 T - fEKHEH
Company will provide the maximum guarantee from F{t2016F 8 A 16 HEE
the effective date of the main contract till the expiry 20175138 1k &%
of two years following the date of expiry of debt FE K 4.785% > AR A
performance under the main contract. Z B AR R R T

BREREERARERS
BRE REHRAE
REMzHEEEAMR
TEBETHRERZ
R °

10 i O 3y
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Notes to the Financial Statements
BTSSR R MIEE
From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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VI. Notes to Main Items of the Consolidated A EHFBEBRREZEEFE@®
Financial Statements (Continued)
15. Short-term Loan (Continued) 15. EHIER (&
(1) Classification of Shot-term Loan (continued) (1) LE‘H“#\J}@(J‘)
3) On May 11, 2016,Beijing Tianhai Industry Co., 3) 2016F5A11H kR
Ltd signed working capital loan contract (No.: REIXBR QA HEE
YYB1210120160036)with Beijing Guanghua Sub- BERTKRMHARAR B L
branch of Hua Xia Bank Co., Ltd., with the loan RREZTEIRRK A
amount of RMB 30 million yuan, the period is 12 YYB1210120160036H7jit

months from May 13, 2016 to May 13, 2017 and
the loan rate of 4.785%. And Jingcheng Machinery
Electric Holding Co., Ltd.will provide the maximum
guarantee from the effective date of the main contract
till the expiry of two years following the date of expiry
of debt performance under the main contract.

BESHERAER - ERE
¥8/53,0008 7T  fEXHE
A1218A8 - #2016F5A°
13E|Li2017¢5)%135

fﬁmﬂ%?% 785% °
mﬁaaﬁ% R AR

EEARRERHE RS ER
%v%%%ﬁﬁzéﬁi
MZzBEETARENE
HKETHRERZ BEM

On January 21, 2016,Beijing Tianhai Industry 2016 1H21H bR
Co., Ltd signed working capital loan contract AREBIEBER QA HAE
(No.:YYB1210120160002)with Beijing Guanghua ERTRHOHABERRQ AL
Sub-branch of Hua Xia Bank Co., Ltd., with the loan RARELITEITRSE A
amount of RMB 20 million yuan, lasting for 12 months YYB1210120160002 K7t

from January 28, 2016 to January 28, 2017 and
the loan rate of 4.785%. And Jingcheng Machinery
Electric Holding Co., Ltd.will provide the maximum
guarantee from the effective date of the main contract
till the expiry of two years following the date of expiry
of debt performance under the main contract.

PHESERER  BERE
%H52,000& 7T + 8 EAR
A12EA - #2016 1 A
28E|ti2017¢1)5]285
CERFIEE4.785%

EEit,?\,?\iﬁM% ERBER

5) On December 29, 2016,Beijing Tianhai Industry 5) 2016%F 12 A 29H * &t )
Co., Ltd signed working capital loan contract AEBIXER QA EHE
(No.:YYB1210120160111)with Beijing Guanghua BERTKROHARRQ AL
Sub-branch of Hua Xia Bank Co., Ltd., with the loan RAXEZTEIRRKA
amount of RMB 30 million yuan, lasting for 12 months YYB1210120160111&97%
from December 29, 2016 to December 29, 2017 and FEEERER B
the loan rate of 5.0025%. And Jingcheng Machinery ¥ /53,0008 7T ' A
Electric Holding Co., Ltd.will provide the maximum A 12188  #2016%F
guarantee from the effective date of the main contract 12H29H ii 201 TE12
till the expiry of two years following the date of expiry A29B Ik BERAEXR
of debt performance under the main contract. 5.0025% © FR3b 2 R

%T?Hﬁﬁﬂﬁiﬁ a1
e BRE  RIEHRR
Iéﬂixﬂlz HEZEXE
[F I8 T & 75 B 17 B IR & M
2 BB -
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Notes to the Financial Statements

VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)

15. Short-term Loan (Continued)
(1) Classification of Shot-term Loan (Continued)

6)

On May 27, 2016,Beijing Tianhai Industry
Co., Ltd signed working capital loan contract
(N0.:91082016228016)with Beijing Branch of
Shanghai Pudong Development Bank Co.,Ltd., with
the loan amount of RMB 30 million yuan, lasting for
12 months from May 27, 2016 to May 26, 2017 and
the loan rate being the loan prime rate of Pudong
Development Bank for 1 year announced by lender on
the date of loan release plus 46.5BPS. And Jingcheng
Machinery Electric Holding Co., Ltd.will provide the
maximum guarantee from the effective date of the
main contract till the expiry of two years following the
date of expiry of debt performance under the main
contract.

On January 22, 2016,Beijing Tianhai Industry Co., Ltd
signed loan credit contract (No.:DSZ No. 024 (2015))
with Beijing East Third Ring Sub-branch of China
Merchants Bank Co., Ltd, with the loan amount of
RMB 40 million yuan, lasting for 12 months from
January 22, 2016 to January 21, 2017 and loan rate
being the loan prime rate of 4.35% plus 5%. And
Jingcheng Machinery Electric Holding Co., Ltd.will
provide the maximum guarantee from the effective
date of the main contract till the expiry of two years
following the date of expiry of debt performance
under the main contract.

The weighted average interest rate of short-term loan
at the end of year is 4.77% (5.80% at the end of the
previous year).

(2) There are no closing unpaid short-term loans in

BT R AR AL

From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 1 81 HZE20164 12 431 A (R ISHRER MR RIERI -

N EHPBHRRER

15. SEHER @
(1) i“ﬂﬂf*?kﬁ?iﬁ(J")
6)

HAUARETTIITR)
IE E I:II*% nﬁ

201658 27H @ b R
REBLHEBERRARE LS
HRERBITROERA
AR TR RE B
91082016228016H R ENE
iﬁmmn'ﬁﬁéﬁﬁ
3,0008 7T ' BB A 12
@A #2016%E5H27H
#ZE2017% 58 268 It -
%ﬁﬂfwﬁmagﬁ
A E) 1 F IR R RITE
FREREFIZE )7 46.5BPS °
it R R SIERER
EEARRESTEER
FREBHRAEETERE
BZzZBEETARBENE
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Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 51 HZE20164F 12 A 31 H (AN F3RK M 5EBR = Bl EBR S

VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)
16. Notes Payable

YA RAETEFIR)
A BHRRER

T8 B 51 |

16. EERE

Closing Balance

Opening Balance

Type of Notes FEESE FREAE FHRTE

Bank Acceptance Bill RITERHES 30,000,000.00 0.00

(1) There are no closing unpaid notes payable in maturity. The (1) FREBIBHAIAHEMNE
aging of the closing notes payable of the Group is within 180 TJ% AEE EFRENREDN
days. BRTE180 R ZIA ©

On June 28, 2016,Tianjin Tianhai High Pressure Container
Co., Ltd., the subsidiary of the Company signed note pledge
contract (No.: TJO3 (GR)20160049) with Tianjin Branch
of Hua Xia Bank Co., Ltd.; where, Tianjin Tianhai High
Pressure Container Co., Ltd.took its property (Number of
Certificate of Property: FDZJZi No.1150211201217) and
land (Number of Certificate of Land Use Right: DHB-31-
6) worthy of RMB 75.74 million yuan as assessed in total
for pledge from October 23, 2016 to the date of expiry of
the debt performance under the main contract. And the
maximum debt limit is RMB 40 million yuan, with the period
for financing from June 29, 2016 to June 29, 2017. As of
December 31, 2016, the actual draft amount acceptd by the
bank was RMB 30 million yuan.

17. Payables

(1

201646 A28H  ARAFZ B
AREIRERESERREREF
ARIEESRITRMDBRARKX
EDTEEIERERTI03(RA)
20160049 S ZEIKIF AR » AR
ERERBERAREREFERBA
FEEEATSTABTNEEMLT
TR FEEERTAE
HEE R F 55 1150211201217 5% »
T i sF FRRE R SRR -31-6 + HKIFHA
RA2016F10 H23HEEES
BIE NMEHETHRERZ A °
B EEFEE 40008 0 @&
HARR B 20166 A29HE 2017
6)5] 29H ° & 1-2016412 A 31

B ZARBETERRITERLE
=4 53,000 87T

17. BEFERR

Payables (1) FEHERR

Closing Balance  Opening Balance
Item BH FHRTE
Material Payment, etc. MR 215,997,537.29  255,505,466.51
Project Payment I%“?ﬂ 52,520,863.79 142,844,513.50
Total &t 268,518,401.08 398,349,980.01
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Notes to the Financial Statements
BT ISR R MIET
From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 F 1 41 HZE20164F 12 431 A (R BHRM R AR - 9AARETIR)

VI. Notes to Main Items of the Consolidated A EHEBEBRREEEETE®@®
Financial Statements (Continued)
17. Payables (Continued) 17. BEFERRR (40
(2) Aging Analysis of Receivables (2) FEARREERD T

Closing Amount  Opening Amount

Item 1EH FHEH
Within 1 Year —F AR 170,792,265.42 337,795,661.58
110 2 Years —FE_F 87,809,198.38 47,459,433.08
2 to 3 Years —EEE =g 6,809,605.43 4,759,163.51
More than 3 Years =FUE 3,107,331.85 8,335,721.84
Total a5 268,518,401.08 398,349,980.01
(3) Significant Payables with the Aging over 1 Year 3) RREBEB1FEFNEEZEMENR

Reasons for Unrepayment

Name of Company Closing Balance or Carrying over

B HH FRBE REERLHHER
BUCC (Tianjin) Pressure Equipment Manufacturing Co., Ltd. Unsettled
B (R2) ABREREFR AR 3,942,184.76 RN
Beijing Guangnan Technological Development Co., Ltd. Unsettled
IR KEREERFR AR 1,733,987.50 RN ECH
Beijing Yitong Huizhi Compressor Manufacturing Co., Ltd. Unsettled
IR —BENBREMESEGR AT 1,227,872.00 EENECH
No.1 Branch of Global Industrial Supply Co., Ltd. Unsettled
IR TENRERRRE—DRA 1,202,227.27 RN
Beijing Yatai Hongda Commerce Co., Ltd. Unsettled
IREREERERRAA 1,016,602.92 m AR AEE
Total &%t 9,122,874.45

18. Accounts Collected in Advance 18. FRWRIE

(1)  Accounts Collected in Advance

(1) BAEXKE

Closing Balance

Opening Balance

Item BHH FHRTE
Goods Payment Received in Advance  FBURE K 43,159,742.00 29,870,362.75
Wherein: more than 1 year Hep 180 E 8,267,337.63 8,478,410.80

ERFHEERDBR AR

—BRAEFFERE
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Notes to the Financial Statements
BT ISR R MIET
From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 F 1 A1 HZE20164 12 A31 H (R MmKR MR RGN - AUARBTIIR)

VI. Notes to Main Items of the Consolidated AEHEBRBRREEEEFE®)
Financial Statements (Continued)

18. Accounts Collected in Advance (Continued) 18. FAUWFIE (@)

(2) Significant Accounts Collected in Advance with Aging 2) RERBEB1FHNEEEKRIE
less than 1 Year

Closing Reasons for Unrepayment
Name of Company Balance or Carrying over
BUAE FARBHE REBREENRE

WESTPORT POWER INC. The contract has not been fulfilled.

WESTPORT POWER INC. 3,669,521.14 BRAETTE
Handan Futong Transportation and Sales Co., Ltd. The contract has not been fulfilled.
HE S @EHBR A A 880,000.00 & RAREITTE
Jiangsu Zhenjiang Shipyard Group Co., Ltd. The contract has not been fulfilled.
LERR IR (RE) BRAF 530,000.00 SRARETTE
Handan Jingsong Welding Equipment Co., Ltd. The contract has not been fulfilled.
HE T SIREMREER A A 213,329.00 SRARETTE
Clemens (Beijing)Trading Co., Ltd. The contract has not been fulfilled.
RHREH (AR BSERAF 169,500.00 BRARETTE

Total &%t 5,462,350.14
19. Employee Pay Payable

(1) Classification of Employee Pay Payable

19. EABIHM
(1) EARIFMDE

Increase Decrease

Opening in the in the Closing

Balance Current Year Current Year Balance

Item EH FOHE RELM RERD FRHBE

Short-term Compensation 52 A% B 18,000,955.31  179,419,629.00  177,302,585.72 = 20,117,998.59
Post-employment Benefits-Defined BB RAER — =T

Contribution Plan HfEatEl 77554169  23,632,857.79  23,657,516.09 750,883.39

Dismission Welfare BHREA 0.00 2,071,439.56 2,071,439.56 0.00

Other Welfare Due within One Year —FREHE
Hibig7 3,898,427.84 4,204,219.27 3,898,427.84 4,204,219.27
Total &t 22,674,924.84  209,328,145.62  206,929,969.21 25,073,101.25
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Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 F 1 H1HZ2016% 12 431 A (IR MTBREFRITERSN - AUAARBTIIR)

VI. Notes to Main Items of the Consolidated A BB BRREEEEFE®

Financial Statements (Continued)
19. Employee Pay Payable(continued) 19. PE{SER T HEM (a0

(2) Short-term Compensation (2) EHFH
Increase Decrease
Opening in the in the Closing
Balance Current Year Current Year Balance
Item EH FU8RE REEM RERD FRHE
Wage, Bonus, Allowance and Subsidy I% %% 28
ik 11,668,018.81  146,578,551.19  145,086,035.87 13,160,534.13
Employee Welfare BIEHNS 227,500.00 4,487,748.12 4,715,248.12 0.00
Social Insurance Expenses HERRE 537,425.93  13,313,836.25  13,302,013.17 549,249.01
Including: Medical Insurance Premiums Heh: BERRE 464,620.35  11,298,898.19  11,281,938.07 481,580.47
Industrial Injury Insurance Premium IBRmE 41,838.09 1,274,592.59 1,280,756.24 35,674.44
Birth Insurance Premium EERKRE 30,967.49 740,345.47 739,318.86 31,994.10
Housing Funds FEAER 0.00 9,244,400.20 9,180,768.20 63,632.00
Labor-union Expenditures and TeRBNET
Personnel Education Funds HELE 2,989,230.57 4,207,453.24 2,985,080.36 4,211,603.45
Housing Allowance EEHE 2,578,780.00 1,587,640.00 2,033,440.00 2,132,980.00
Total S 18,000,955.31  179,419,629.00 177,302,585.72 20,117,998.59
(3) Defined Contribution Plan (3) BEREHE
Increase Decrease
Opening in the in the Closing
Balance Current Year Current Year Balance
Item EH FUHRE REEM RERD FREHE
Basic Pension Insurance Premium EAREZRR 739,036.73 22,738,307.57 22,757,814.36 719,529.94
Unemployment Insurance Expense KERBRE 36,504.96 894,550.22 899,701.73 31,353.45
Total a5t 775,541.69 23,632,857.79 23,657,516.09 750,883.39
The Group participates the social insurance plan set by the INER EIR AR TE 2 I s 5%
governmental authority as stipulated. As per the plan, the Wit g REEE - RIBEE $
Group will contribute to the plan in accordance with relevant SERRE BTN BT R
provisions of the local government. Besides the contribution ZEGEHFTER - R Ll E
above, the Group will not assume any obligations for BRIN AEBTHAEE—D

payment. Relevant expenditures shall be recorded into
current profits and losses.

On December 31, 2016, there was payable contribution
of RMB 750,883.39 yuan for paying the relevant payable
contributions at the end of the reporting period that has been
due but not paid in the reporting period.

ERFHEERDBR AR

SRNES $HVE’JS’Z&EA§;$51
u“»k%ﬂﬁ&g\/\o

PR2016F12 A31H » ANEE K
AR #750,883.39 L HY EG 17 &
PR AN R HARE B HA T R 32 1S
B BREATEERENREH
SR

—BRAEFFERE
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164 1 51 HZE20164 12 A 31 A (R R EK M £ 435 BIFEA SN -

VI. Notes to Main Items of the Consolidated N RBRREEEE TR @
Financial Statements (Continued)
20. Taxes Payable 20. EXHE
Closing Balance  Opening Balance

Item = FRBE FHEREE
Added-value Tax A 2,417,599.54 -47,151,782.04
Business Tax T 0.00 1,028,309.73
Corporate Income Tax REFTFH 435,097.21 414,740.59
Individual Income Tax (EYNZIEES 686,632.43 564,111.53
Urban Maintenance and Construction Tax I T M TR R T 253,010.06 1,507,028.39
Property Tax BEM 86,238.11 468,278.69
Land Use Tax 3 A 131,312.64 -35,527.56
Educational Surtax HE BHM 164,293.17 819,094.79
Local Educational Surtax 75 2B BTN 25,064.20 69,328.39
Stamp Duty ENFERY 531,250.04 204.594.26
Watercourse Management Fee BERE 13,668.37 9,654.06
Flood Prevention Charge Pt & 11,608.57 16,773.28
Total a3t 4,755,774.34  -42,085,395.89
There are no closing payable Hong Kong profits taxes. FEREXRERBEEIBENE

21. Interests Payable 21. ERFIE

Closing Balance  Opening Balance

Item 1ER EREE FHRTE
Interests Payable for Short-term Loan REERENFLE 26,583.33 74,800.00

22. Other Payables 22, HAEMNR

BAARKETTIIR)

(1) Classification of Other Payables by Nature

(1) EHtESRERFEAEEIR

Closing Balance

Opening Balance

Nature of Amount REME FREREE FHRE
Related Party Loan B 7 18 X 133,000,000.00 138,000,000.00
Advance Money for Another, etc. RBFIBE 33,144,677.10 20,505,807.71
Return of Social Insurance HIRSIRIE 16,807.95 2,781,052.71
Lease Expenses HEB 856,190.48 2,949,998.00
Property Insurance Indemnity B EE (R BR B K 0.00 2,342,500.00
Total &5t 167,017,675.53 166,579,358.42

(2) Other significant payables with the aging over 1 year

Name of Company

BN EHE

Closing Balance

FRERE

(2) REBB1IFHEZHMEMNK

Reasons for Unrepayment

or Carrying over

REBREEHNEE

Tianjin Dawufeng Investment Co., Ltd.

REANEREBREEAT
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VI.

Notes to the Financial Statements

BT R AR AL

From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 81 HE20164 12 431 H (AR HHR M R4S RI RS
AN EHBBERREEEAEIE®@®

Notes to Main Items of the Consolidated

Financial Statements (Continued)
23. Non-current Liabilities Due within One Year

N BHUAREITIIR)

23. —FREYPHFERBEE

Closing Opening
Balance Balance Remark
Item EH FERHE FPHE i
Special Payables Due within One Year —FREBMNTEEMNT 11,000,000.00  11,000,000.00
Wherein, Skid-mounted Fueling Station Heb B2 50R(ERARNG) Note 1
for Liquefied Natural Gas METER 5,000,000.00  5,000,000.00 1
Self-compression-adding Liquefied Natural Gas B3 ERAV K E) & F R (L KA RUEZ Note 2
(LNG) Welding Thermal Insulation Cylinder BRRMES 2,000,000.00  2,000,000.00 2
Products for Motor Vehicles
Liquefied Natural Gas Low Temperature Storage  HPDI-T6 B &) & Ak X AR KR Note 3
Tank Product for HPDI-T6 Motor Vehicles FrEEm 4,000,000.00  4,000,000.00 i3

Note 1:

Note 2:

Note 3:

Beijing Tianhai Industry Co., Ltd signed “Fund Supporting Contract
for Jingcheng Holding'’s Strategic Products and Technical R&D" with
Jingcheng Holding on December 25, 2012; and Jingcheng Holding
provided RMB 5 million yuan for supporting the development of
skid-mounted fueling station for liquefied natural gas of Beijing
Tianhai Industry Co., Ltd. Beijing Tianhai Industry Co., Ltd would
return funds to Jingcheng Holding at a lump-sum within 10 working
days from December 1, 2014, and those funds have not been
returned at the end of the year.

Beijing Tianhai Industry Co., Ltd signed “Fund Supporting Contract
for Jingcheng Holding'’s Strategic Products and Technical R&D" with
Jingcheng Holding on December 22, 2011; and Jingcheng Holding
provided RMB 2 million yuan for supporting the development of
self-compression-adding liquefied natural gas welding thermal
insulation cylinder products for motor vehicles of Beijing Tianhai
Industry Co., Ltd. Beijing Tianhai Industry Co., Ltd would return
funds to Jingcheng Holding at a lump-sum within 10 working days
from December 1, 2014, and those funds have not been returned at
the end of the year.

Beijing Tianhai Industry Co., Ltd signed “Fund Supporting Contract
for Jingcheng Holding’s Strategic Products and Technical R&D" with
Jingcheng Holding on December 22, 2011; and Jingcheng Holding
provided RMB 4 million yuan for supporting the development of
liquefied natural gas low temperature storage tank product for
HPDI-T6 motor vehicles for motor vehicles of Beijing Tianhai Industry
Co., Ltd. Beijing Tianhai Industry Co., Ltd transferred the closing
unpaid amounts into non-current liabilities due within one year,
which would be returned to Jingcheng Holding at two installment
respectively within 10 working days from December 1, 2014 and
within 10 working days from December 1, 2015, respectively RMB
1.2 million yuan and RMB 2.8 million yuan which have not been
returned yet at the end of the year.

1 ERREIERRA A EFURERR
2012412 25 B % 5] 7 [ R IE A%
EEERESMAZEBEEESIIA
Bl REEREIEEREIESRA
AIMEERIER AR (LNG) IR E
MABBTESIRHS00ET - ERX
BIXARARKNR2014F1281H
FIZAEY 108 T1E B A — X 1 A R aE
REEES @ FRMARE -

2 ARKRETXEFRADAETHZER®
201112 22 B # 5] 7 [ = IE A%
BREQERNAEEEESIRFE
Bl RBERYERREIEER
AR BB EEBERRIERAR
BEBRAIMEMAZELTES IR
2008 7T ° L RKBITEBRA RGN
2014412 A1 BFABMH10EIERR
—RERRRERREES © TR

5 o

H#3: AR AREBIEFRA R HERBRZR
R2011F12A22B 8] 7 [ R E
IRBIBE EE B TR 2 B B B 3%
AR HIEEKEITEERARM
HPDI-T6 B E) & R {E R A RIE R AT
BEGAZRTESIFIW0E T -
IRXEBIEERAREFER KRS
B AR SNIENERBHEER
2014412 A1 BFAKBKH10ETIER R
2015412 A1 BRAKRH+EIER
A DPAHARRIEREREES

BIIRIE 120 B 7T 2808 T * FARMAK

=%

5 ym
Ef AR °©
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Notes to the Financial Statements
B &SRR M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164 1.4 1 HZ2016F 12 431 H (KB ISR MR RIFERAIN - WAAREITIR)
VI. Notes to Main Items of the Consolidated AN CEHEBBRREEFEEIE@®
Financial Statements (Continued)
24. Other Current Liabilities 24, HiRBEE
Closing Balance  Opening Balance
Item 1HH FREREE FHIREE
Pending Changeover VAT on Sales P SHIET R 279,193.40 0.00
25. Long-term Employee Pay Payable 25. RHEIFE(TEE T 5

(1) Classification of Long-term Employee Pay Payable (1) REECBIZFMSE
Opening Balance

FUIERE

Closing Balance
Item BH RER

Post-employment Benefits-Net B aET — REX =

214

Liabilities in Defined Benefit Plan FrENFAE 31,163,678.50 31,310,282.67
(2) Change of Defined Benefit Plan - Present Value of 2 REZHTEBFBER - REZ
Obligation of Defined Benefit Plan wEtERERE
Amount in the Amount in the
Current Year Previous Year
Item 1EH EERLER FEREE
Opening Balance FRIEEE 35,208,710.51 31,930,000.00
Defined Benefit Cost Included into FTAE BB ZE AR E X m A
the Current Profits and Losses 4,057,615.10 5,763,051.85
1.Current Service Cost & HARR TS R AN 2,733,767.58 4,563,051.85
2.Previous Service Cost 2. BARIEAA 0.00 0.00
3.Gains or Losses from Settlement 3.EERE BERUT— 1 FRR) 0.00 0.00
(with “-" for losses)
4. Net Interests 4. BoF58 1,323,847.52 1,200,000.00
Defined Benefit Cost Included into f Hivhr e Wt ma
Other Comprehensive Incomes i $ 0.00 0.00
1.Actuarial Gains (with “-” for losses) 1. #8E A5 (BXRMA [ — | RR) 0.00 0.00
Other Change Eth# ) -3,898,427.84 -2,484,341.34
1.Liabilities Eliminated when Settling 1. & &K ERA A E 0.00 0.00
2.Paid Welfare 2. BEAEER -3,898,427.84 -2,484,341.34
Closing Balance FRERFE 35,367,897.77 35,208,710.51
Less: Welfare Due within One Year B R —F AR ER R F) 4,204,219.27 3,898,427.84

ks —F AR A FRERRR

Deduction of Closing Balance
Due within One Year

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
2016 F 1 H1HZ2016% 12 431 H (IR MR EFRITERRSN - HUAARBTIIR)

VI. Notes to Main Items of the Consolidated NoEHEBRERREEERGE @
Financial Statements (Continued)

25. Long-term Employee Pay Payable(continued) 25. REIFEAE THM (@
(3) Change of Defined Benefit Plan — Net Liabilities in ) REZmEEEIER -
Defined Benefit Plan (Net Assets) wEfEERE(FEE)

Amount in the
Current Year

Amount in the
Previous Year

Item BR RERER CERART
Opening Balance FHEREE B 35,208,710.51 31,930,000.00
Defined Benefit Cost Included into AR BRI R TE X s AR

the Current Profits and Losses 4,057,615.10 5,763,051.85
Defined Benefit Cost Included into A AE ARG R M RE

other Comprehensive Incomes Yz A 0.00 0.00
Other Change H{th &) -3,898,427.84 -2,484,341.34
Closing Balance FREATE 35,367,897.77 35,208,710.51

(4) Explanations on Contents of Defined Benefit Plan and 4) REZnITENABTREZIEER

H

Influence from the Related Risks to Future Cash Flow, Bk HARKRRRERE - B
Time and Uncertainty of the Company 0 R 1 9 R R B

Obligations incurred from defined benefit plan are &Ei‘ﬁﬁuﬂ'iﬂ?ﬁﬂaﬁfﬁﬁﬂfﬁnﬁ
discounted as per the discount rate in the defined benefit X at 8 P E £ B %’E % F AT
plan, to determine the present value of obligations in the N A EERESHTEERH
defined benefit plan and current service cost. The discount IE@TD”“HHHW%EXZK 338 B P
rate adopted for discounting is confirmed as per the market RAMTREEIBEEEEBERA
profitability matching to period of obligations in the defined HR T XA 2l = IS HIR Ak iE
benefit plan and amount on the balance sheet date. FEUC AL B B A T 5 M s HETE

(5) Explanations on Significant Actuarial Assumptions and (5) RESZHTEEABEBRIRS
Results of Sensitive Analysis for Defined Benefit Plan B E R A
For the defined benefit plan, the Group shall make estimate BREBEETACEESTEAFE9

on the demographic variables and financial variables, S5 — B T BN EE ‘ae“\‘fﬁf‘&ii‘
measure obligations for set benefit plan and recognize the et 2 BIETEHRFEANEN
belonging period of related obligations through consistent F RBERAEE—BNEE
actuarial assumptions without prejudice as per the estimated BREEEA QST =M%

cumulative welfare institutions method according to the B e LM AE ufiquxﬁﬁ
modified Accounting Standards for Business Enterprises No.9 FTEIFTEE £ R E TS - 0T 5 AR 8
— Employee Benefits. BN BB -
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VI.

Notes to Main Items of the Consolidated

AY

7\

Financial Statements (Continued)
26. Special Payables

27.

P A RHETTHIR)
EHIBBRRIEBEBRTE @)

26. EHIEER

Increase Decrease
Opening in the in the Closing
Balance Current Year Current Year Balance Remark
Item EHE FNRE REEM KERD FRBE B
Project of Aluminum Lined Fully-wrapped REEAERNERE
Composite Gas Cylinder for Tianhai Vehicles 484 AR 3,900,000.00 0.00 0.00 | 3,900,000.00 |
Project of Production Base Construction for Gas  AAREERELE
Storage and Transportation Equipment S R 100,000,000.00 0.00 0.00 ~ 100,000,000.00 2
Total I 103,900,000.00 0.00 0.00 ~ 103,900,000.00
Note 1: Beijing Tianhai Industry Co., Ltd signed “Fund Supporting Contract 1 ERRETEBRARE R ZERR
for Jingcheng Holding'’s Strategic Products and Technical R&D* with 2009F 2 5] 7 [ IR 122 A B85 B 2= G £ 3%k
Jingcheng Holding in 2009; and Jingcheng Holding provided RMB fTAEEEEe AR HiERK
10 million yuan for supporting the Project of Aluminum Lined Fully- BIZERARNKXEEREANES
wrapped Composite Gas Cylinder for Tianhai Vehicles of Beijing BIEEARMEBS TES 1,000
Tianhai Industry Co., Ltd. The closing balance unpaid is RMB 3.9 Bl FRMAFENRE A0S
million yuan. JC °
Note 2: State-owned Assets Supervision and Administration Commission 72 ARTARBRNEEEEEEEESR
of People’s Government of Beijing Municipality issued Notice BE€2013F6 A48 RBIZER TET
about Appropriation of State-owned Capital Operation Budget on CRARBN 2013 A B AKATEEE
June 4, 2013 (JGZ [2013] No.96) to Jingcheng Holding and notified SREA) CREIE [2013]965%) + @A
to arrange RMB 0.1 billion yuan for the project of production base ZH1ETARIARBERBEER
construction for gas storage and transportation equipment. Beijing R -k RKEBEIEERAA
Tianhai Industry Co., Ltd received the above funds in August 2013. 201348 AYE| Lt ES -
Estimated Liabilities 27. FEFTAE
Opening Reason of
Item Closing Balance Balance Forming
HE FREREE FHHRE R ERE
Product Quality Assurance Quality Bond
EmEERE 3,129,430.00 0.00 EERES
Note:  The management withdraws Product Quality Assurance at 4.25% i EEEERNEHESRTHESRIER

by taking the annual income of LNG products as the baseline based
on the years of assumption of quality warantee and historical data
in the sales contract.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Notes to the Financial Statements
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From January 1, 2016 to December 31, 2016
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2016 F 1 41 HZE20164F 12 431 A (R BHRM R AR - 9AARETIR)

VI. Notes to Main Items of the Consolidated RO BBRREZEEFE @
Financial Statements (Continued)
28. Share Capital 28. A
The change of the legal, issued and paid share capital of the RRABREE « BT RETRAH &
Company is as follows: All the shares of the Company are ordinary BRIT - MAARQBKNRGEAER
one with the face value of RMB 1 yuan per share. AEARE 1 TR B -
(Unit: RMB1,000 yuan) (AL For)
Opening Amount Change in the Current Year Closing Amount
88 K588 ExeE
Transfer into
Issuing Shares from
Proportion New Share  Accumulation Proportion
Amount (%) Shares  Donation Funds Other Subtotal Amount (%)
] N
Item %R S8 R bl il &R i it £ V)
Total Shares with Trading Limited ERERERAAH 000 000 000 000 000 0.00 0.00 000 000
Shares without Trading Limited ERERERD - - - - - - - - -
AMB Orcinary Share NREEER 322,000.00 7630 0.00 0.00 0.00 0.00 000 322,00000 7630
Overseas Listed Foreign Share B EANER 100,000.00 B0 0.00 0.00 0.00 0.00 000 100,000.00 B0
Total Shares without Trading Liited ERERARAR £22,00000 100.00 000 0.00 0.00 0.00 000 422,00000 10000
Total Shares RfEE 422,000.00 100.00 0.00 0.00 0.00 0.00 000 422,000.00 10000
29. Capital Reserves 29. EXNHE
Increase Decrease
Opening in the in the Closing
Amount Current Year Current Year Amount
Item EE] FHeE REEM KERD FREH
Capital Stock Premium BRAGHE 557,838,342.74 0.00 0.00 = 557,838,342.74
Other Capital Reserves HtEAQTE 125,964,838.95 0.00 0.00 = 125,964,838.95
Total Bt 683,803,181.69 0.00 0.00 683,803,181.69
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VI. Notes to Main Items of the Consolidated NoEHEBRERREEERGE®@®

Financial Statements (Continued)
30. Other Comprehensive Incomes 30. Hftimzs s
Amount in the Current Year

218

Less:
Net amount
that is
included into
other
comprehensive
Amount  income and
Incurred ~ transferred Attributed ~ Attributable
before Income into the current Less: toParent  to Minority
Opening ~ Taxinthe profits and Income ~ Company ~ Shareholders Closing
Balance ~ Current Year [osses Taxes after Tax after Tax Balance
LN
KEfE  EfE4E Lk HABR HEBR
Item LE] EIHE  BWRLE BEENER  FEHER REAE ROBER ERGE
1 Other Comprehensive Incomes that Cannot - ETEESBEERN AN
e Re-classified into Profits and Losses 160,000.00 0.00 0.00 0.00 0.00 000 160,000.00
Wherei: Changes n Net Liablies and Net EGRE B
Assets of Defined Beneft Plan after HFEENZD
Re-measurement 160,000.00 0.00 0.00 0.00 0.00 000 © 160,000.00
1 Other Comprehensive Incomes thatwillbe R = krENEEER AR E
e-classfied into Profits and Losses 90854760 2,569,657.92 0.00 000 132236793 124728099 ' 2,230915.53
Tranglated Balance in Foreign Currency NeRRRETERE
financial Statements 90854760 2,569,657.92 0.00 000 132236793 124728099 ' 2,230915.53
Total of Other Comprehensive Incomes EgakEait 106854760 2,569,657.92 0.00 000 132236793 124728099  2,390915.53
31. Surplus Reserves 31. B#RAE
Increase Decrease
Opening in the in the Closing
Balance Current Year Current Year Balance
Item ] FUHE REZM KERD FRBE
Statutory Surplus Reserves EEBBRRE 41,838,334.73 0.00 0.00  41,838,334.73
Discretionary Surplus Reserves FERRARE 2,906,035.91 0.00 0.00 2,906,035.91
Reserve Funds REES 460,638.52 0.00 0.00 460,638.52
Enterprise’s Development Funds PEBRRES 460,638.52 0.00 0.00 460,638.52
Total &gt 45,665,647.68 0.00 0.00 45,665,647.68
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Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016
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2016 F 1 41 HZE20164F 12 431 A (R BHRM R AR - 9AARETIR)

VI. Notes to Main Items of the Consolidated N eV BERREEEETFE®
Financial Statements (Continued)
32. Undistributed Profits 32. RpEFE
Current Year Last Year
Item ] rEF EF
Closing Balance for the Previous Year L EFERERE -439,874,304.42 -232,056,930.86
Plus: Adjustment of Opening Undistributed m: FMRSEFEHAEE 0.00 0.00
Profits
Wherein: Retroactive Adjustment as Newly Heb : (e
Stipulated in Accounting MRTE BT
Standards for Business Enterprises
Changes of Accounting Policies GHHREE 0.00 0.00
Correction of Major Early Error SERHAERTEIE 0.00 0.00
Change in Scope of Merger under R—ZHleHaEZ2E 0.00 0.00
the Common Control 0.00 0.00
Other Adjustment Factors HihRABEAR 0.00 0.00
Opening Balance for the Current Year REFRE -439,874,304.42 -232,056,930.86
Plus: Net Profits Attributable to Parent m: AEEBNEAFE
Company in the Current Year FTE & /)5 FIE -148,787,585.19 -207,817,373.56
Less: Appropriation of Statutory Surplus Reserve i : {ZEUATE BT 0.00 0.00
Appropriation of Discretionary Surplus ROERRBAE
Reserves 0.00 0.00
Extraction of General Risk Reserves R —BEBRAERE 0.00 0.00
Common Stock Dividends Payable JE A 3 AR AR A 0.00 0.00
Common Stock Dividends Transferred BER A K AR AR A
into Capital 0.00 0.00
Closing Balance for the Current Year REFRENHE -588,661,889.61 -439,874,304.42
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Notes to the Financial Statements
BT ISR R MIEE
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VI. Notes to Main Items of the Consolidated ANEHEBRBRREEEEFE®
Financial Statements (Continued)

33. Net Current Assets 33. BARBEE

220

Closing Amount

Opening Amount

Item 1HH FEREHE FUEE
Current Assets MENEE 762,422,678.13 877,563,455.51
Less: Current Liabilities B mEBE 739,830,470.93 792,308,270.13
Net Current Assets BRBEE 22,592,207.20 85,255,185.38
34. Total Assets minus Current Liabilities 34, BEERARBAEE
Closing Amount  Opening Amount
Item 1HH FEREHE FU&E
Total Assets BEEG 1,849,908,902.76 2,077,492,109.79
Minus: Current Liabilities B mEIBE 739,830,470.93 792,308,270.13
Total Assets Minus Current Liabilities REERRBEE 1,110,078,431.83 1,285,183,839.66
35. Loan 35. &8
The loan of the Group is summarized as follows: REEEEEAMT

Closing Amount  Opening Amount

Item HH &5 FYEEE
Short-term Bank Loan GHASRTTIE X 190,000,000.00 205,844,240.00
Special Payables Due within One Year —FRNEI R BIEE K 11,000,000.00 11,000,000.00
Special Payables HIREN K 103,900,000.00 103,900,000.00
Loan from Jingcheng Holding TR PR £ R 133,000,000.00  138,000,000.00
Total &% 437,900,000.00  458,744,240.00

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016




Notes to the Financial Statements
B RS ER R M EE

From January 1, 2016 to December 31, 2016

(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 81 HZE20164 12 31 H (KRB HHEK M T4 BIEERRSN -

N EHUBHRRER

VI. Notes to Main Items of the Consolidated
Financial Statements (Continued)
35. Loan (Continued)

(1

(2)

HAUARETTIITR)
IE E IJE*% nﬁ

B8 (&
Analysis of Debit and Credit (1) {‘*ﬁﬁ'] A
Closing Amount Opening Amount
Item 15H FUeE
Bank Loan RITIEN
— Need to repay within one year —AE—FANER 190,000,000.00 205,844,240.00
— Need to repay after one year —AE—FLABER 0.00 0.00
Subtotal et 190,000,000.00 205,844,240.00
Other Loans H ek
— Need to repay within one year —AE—FNEERL
or as required RERER 247,900,000.00 252,900,000.00
— Need to repay after one year —BE—FUREE 0.00 0.00
Subtotal /NEE 247,900,000.00 252,900,000.00
Total BF 437,900,000.00 458,744,240.00
Analysis of Due Date of Debit and Credit 2 EENIHBESNT
Bank Loan: RITIER ¢
Closing Amount Opening Amount
Item EH FAREHE FYe8
Repay as required or repay within 1 year ZZR{EZEH—FURN 190,000,000.00 205,844,240.00
110 2 Years —E_F 0.00 0.00
2105 Years “ERF 0.00 0.00
More than 5 Years RFUE 0.00 0.00
Total BF 190,000,000.00 205,844,240.00
Other Loans: HAbER
Closing Amount Opening Amount
Item R FREE FUeE
Repay as required or repay within 1 year $ZZREEsK—F AR 247,900,000.00 149,000,000.00
1 to 2 Years —Z —4E 0.00 0.00
2to 5 Years ZERF 0.00 0.00
More than 5 Years FENRE 0.00 103,900,000.00
Total a&t 247,900,000.00 252,900,000.00

ERFHEERDBR AR

—BRAEFFERE
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VI. Notes to Main Items of the Consolidated NCEHEBBRREEEEFE@®

Financial Statements (Continued)

36. Business Incomes and Operating Costs 36. EEUWA - EEHK
(1) Breakdown of Business Incomes and Operating Costs (1) HEHEWA > EERKREA

222

Amount in the

Amount in the

Current Year Previous Year
KERER LEBES
Incomes Costs Incomes Costs
ltem EH KA BA BA A
Prime Business FEEH 863,707,076.06  775,441,100.34  1,037,517,319.54  976,740,403.03
Other Businesses HinEw% 25,818,174.19 16,064,419.80 39,078,939.35 38,598,863.40
Total at 889,525,250.25  791,505,520.14  1,076,596,258.89  1,015,339,266.43
(2) Gross Profits from Prime Businesses 2) FEEBEF
Amount in the Amount in the
Current Year Previous Year
Item HH rELE 28
Prime Business Income FEXBBA 863,707,076.06 1,037,517,319.54
Prime Business Costs FEETA 775,441,100.34  976,740,403.03
Gross Profit E7 88,265,975.72 60,776,916.51
(3) Prime Businesses - Classified by Products 3) FHEEK-RERDSE
Amount in the Amount in the
Current Year Previous Year
rEEH iaax ]
Operating Operating Operating Operating
Revenue Costs Revenue Costs
Name of Industry ESL BEWA RS L3N BERA
Seamless steel gas cylinders HEEERM 488,346,102.32  412,839,439.29  520,020,428.88  465,208,504.31
Winding cylinders BEm 155,820,802.53  152,533,284.73  141,525779.70  128,901,751.30
Cryogenic gas cylinders i 60,332,826.66 54,305,190.50  116,927,446.22  141,271,926.49
Cryogenic devices for storage and ERGEERE
transportation 63,767,750.90 72,077,223.53 70,270,824.89 64,262,919.65
Others Hty 95,439,593.65 83,685,962.29  188,772,839.85  177,095,301.28
Total &t 863,707,076.06  775,441,100.34  1,037,517,319.54  976,740,403.03
(4) Other Business Incomes and Other Business Costs (4) HMEHWAMEMELRKA

Amount in the

Amount in the

Current Year Previous Year
KESHE k]

Other Business ~ Other Business Other Business Other Business

Revenues Costs Revenues Cqsts

Name of Business ES S HtEHWA HtEBRA RSO HtEBHRA
Sales of Materials HEMH 20,958,428.87 11,181,802.02 34,439,082.65 32,497,529.89
Other Hity 4,859,745.32 4,882,617.78 4,639,856.70 6,101,333.51
Total At 25,818,174.19 16,064,419.80 39,078,939.35 38,598,863.40
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VI. Notes to Main Items of the Consolidated R EtEBRREFEEEFE@®
Financial Statements (Continued)
36. Business Incomes and Operating Costs (Continued) 36. EEUWA - EER @)
(5) The total business incomes from the top five companies (5) AEXEEAEBEFEEXRA
of the Group in the current year are RMB 142,604,129.85 #%8142,604,129.85 T & {h A& F
yuan, accounting for 16.03% of the total business EMEXWABLEN16.03% (£
incomes in the current year (Previous year: 27.34%), F:27.34%) > AREERAOT :

with the details as follows:

Proportion to

Operating Total Business
Revenue Incomes (%)
EESEL- T ON
Name of Company B EE EEIWA HEERI L (%)
LEEBUCC TIANJIN HYDRAULICS B3 37 {& (Ki2) REREER A A
EQUIPMENT CO.,LTD. 46,504,135.01 5.23
Jiangsu Tianhai Special LN B EREBERAA
Equipment Co., Ltd. 30,417,364.53 3.42
GT GLOBAL INCORPORATED GT GLOBAL INCORPORATED 25,091,833.12 2.82
SING SWEE BEE ENTERPRISE SING SWEE BEE ENTERPRISE
PTE LTD PTE LTD 21,372,758.77 2.40
Beijing Orient Fulin Liquefied IERRFEWRIEREERAR]
Gas Co., Ltd. 19,218,038.42 2.16
Total a5 142,604,129.85 16.03
37. Taxes and Surcharges 37. HERMKM
Amount in the Amount in the
Current Year Previous Year
Item HHE RERLEE FERERE
Business Tax =i -253,309.73 1,631,853.11
Urban Maintenance And Construction Tax I T R RR 2,546,196.39 5,276,580.41
Educational Surtax £ o=KLl 1,137,624.72 2,297,024.98
Local Educational Surtax Hh 5 2K B BT N 758,416.50 1,525,487.37
Property Tax BED 5,120,663.06 0.00
Land Use Tax T E AR 1,533,999.61 0.00
Vehicle and Vessel Use Tax BEMER 1,023.60 0.00
Riverway Management Charge IEEE 143,791.25 0.00
Stamp Duty ENFERS 842,739.66 0.00
Security Funds for the Disabled IR ARE & 489,293.15 0.00
Flood Prevention Tax B LR 166,711.57 0.00
Total &st 12,487,149.78 10,730,945.87
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VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)
38.

39.

BAARKETTIIR)

AN EHTBBRREEERFE @)

Selling Expenses 38. SHEEH
Amount in the Amount in the
Current Year Previous Year
Item ! TERERE FFEER
Employees’ Compensation B8, T 2 B 23,517,739.75 20,298,279.97
Operational Funds EHE 4,632,210.72 3,837,487.32
Transportation Expenses B 23,260,679.40 26,575,092.75
Warehousing and Maintenance Fees ERREE 1,413,736.64 2,204,031.34
Exhibition Fees REZ 497,284.04 221,428.99
After-sales Service Charges ERRBE 4,079,772.29 3,214,290.40
Repair Charge (3L 439,366.03 2,017,014.94
Office Fees N = 488,952.28 1,470,460.70
Traveling Expenses EIRE 5,304,464.86 8,039,638.07
Other Hith 7,258,340.64 7,199,120.72
Total ast 70,892,546.65 75,076,845.20

Administrative Expenses 39. EEEH
Amount in the Amount in the
Current Year Previous Year
Item ER RERER FEEAT
Tax nE 1,687,746.90 8,936,711.37
Office Fees PN = 3,575,287.80 4,695,484.73
Traveling Expenses ZIRE 1,540,094.42 1,074,691.59
Energy Bills REIRE 1,569,744.57 3,041,770.24
Repair Charges 1BEE 973,457.36 2,259,093.44
Depreciation Fees nEs 8,363,644.38 10,685,208.02
Employees’ Compensation Hek T %57 | 72,914,379.11 81,345,767.20
Vehicle Fees BHFWER 2,044,539.98 1,408,269.51
R&D Expenditures e 10,773,928.97 14,150,447.32
Publicity Expenses XBEEE 816,298.46 31,926.92
Business Entertainment Fees EXBBEHE 765,664.80 828,813.25
Amortization of Intangible Assets mR A EE 3,800,995.65 4,492,508.85
Fees for Employing Intermediation AN EER 10,441,280.51 6,516,367.75
Other EAth 11,527,118.83 23,258,485.64
Total il 130,794,181.74  162,725,545.83

The audit fees for the current year are RMB 900,000.00 yuan (RMB
900,000.00 yuan for the previous year).

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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VI. Notes to Main Items of the Consolidated 7N

Financial Statements (Continued)

AY

EHIBBRRTIEBERTE @)

40. Financial Expenses 40. BIEER
(1) Breakdown of Financial Expenses (1) HMHEEAHRAE
Amount in the Amount in the
Current Year Previous Year
Item HEH REBHER FEEER
Interest Expenses B H 17,817,028.54 22,799,958.75
Less: Interest Incomes B R A 525,595.63 1,005,936.37
Plus: Exchange losses o EREK -4,432,532.75 -8,946,191.69
Plus: Other Expenditures o Eb 1,050,766.66 797,406.47
Total &t 13,909,666.82 13,645,237.16
(2) Breakdown of Interest Expenses 2 ANEXHBEMA
Amount in the Amount in the
Current Year Previous Year
Item 1HH RESH +FESE
Bank Loans and Overdraft Interests RITER  BEXFE 10,560,467.13 15,927,825.41
Other Interests HAbFIE 5,932,713.89 5,672,133.34
Other Loan interests that shall be due  7ZBRRFERZ|HEREL
and repaid within five years H At & 50 A2 5,932,713.89 5,672,133.34
Other Loan interests that shall be due 7B R FZZ|HEREL
and repaid after five years H A A& 3R 2 0.00 0.00
Long-term employee pay payable BERF E R R EA R
withdrawn at the effective B T B A1) 2
interest rate 1,323,847.52 1,200,000.00
Subtotal NEF 17,817,028.54 22,799,958.75
Less: Capitalized Interests W BAREFE 0.00 0.00
Total &st 17,817,028.54 22,799,958.75
(3) Breakdown of Interest Incomes (3) FEUW AL
Amount in the Amount in the
Current Year Previous Year
Item 1BH EESHE FFEEE
Income from Bank Deposit Interests SRITERFEMA 525,595.63 1,005,936.37
Interest Incomes from Receivables FEWGRIERYF S A 0.00 0.00
Interest Incomes Withdrawn at the RERAEEHRA A S A
Effective Interest Rate 0.00 0.00
Interest Incomes from Amount of B E M E S F B A
Financial Lease 0.00 0.00
Interest Incomes from Financial Assets D EARMENSRMEEEL
that Have been Impaired B9 AL A 0.00 0.00
Total A% 525,595.63 1,005,936.37

ERFHEERDBER AR

—RAEFFERE
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VI. Notes to Main Items of the Consolidated NS ERREEERGE®@®
Financial Statements (Continued)
41. Assets Impairment Losses 41. EERERXKX

Amount in the
Current Year

Amount in the
Previous Year

Item 1EH TERER EFEELERE
Losses on Bad Debts EERBR 6,366,281.80 3,123,166.00
Inventory Falling Price Losses FEEEIRR 27,617,411.85 93,697,832.41
Impairment Losses for Fixed Assets B & EREERX 37,734,628.29 1,978,795.96
Impairment Losses for Goodwill [SEVEAEECES 2,882,689.66 0.00
Total &5t 74,601,011.60 98,799,794.37
42. Investment Incomes 42, REWRZ
Amount in the Amount in the
Current Year Previous Year
Item HH AEBRER EFEELEE
Long-term Equity Investment Incomes e Az E R IREIR B W
Calculated at Equity Approach 6,819,578.37 1,563,597.03

The investment incomes in the current year are all from non-listed

AEZELNREBE NS 2 HRRRNIE

investments. LETERE -
43. Non-Operating Revenues 43. ZEEINFA
(1) Breakdown of Non-Operating Revenues (1) =EHUWRABEA
Amount
included into
non-recurring
Amount Amount profits and
in the in the losses in the
Current Year Previous Year current year
STAREHEEE
Item &R AEREE TERES HERNEE
Total Gains from Disposal of FRBDEERENG
Non-Current Assets 886,849.74 12,169,408.16 886,849.74
Wherein: Gains from Disposal of Fixed Assets Hi: AFEERENG 886,849.74 375,678.66 886,849.74
Gains from disposal of intangible assets BRAERENSG 0.00 11,793,729.50 0.00
Gains from Debt Restructuring ERERTG 7,837,291.67 0.00 7,837,291.67
Government Subsidies BB 7,623,764.63 450,032.00 7,623,764.63
Amount That Need Not tobe Paid EE X EE 6,130,328.25 0.00 6,130,328.25
Other Hith 218,380.49 321,168.30 218,380.49
Total CH 22,696,614.78  12,940,608.46  22,696,614.78
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VI.

Notes to Main Items of the Consolidated
Financial Statements (Continued)
43. Non-Operating Revenues (Continued)

A EHEEBRREEERTE®@®

43, EEINRA @)

(2) Breakdown of Government Subsidies (2) BuUTwBIEA4
Amount in the Amount in the Assets related/
Item Current Year Previous Year Source and Basis Income Related
HAERE/
i REREE TERER KRS Ll
Governmental Subsidies for Governmental Subsidies for “Dual-autonomous”  Income Related
“Dual-autonomous” Enterprises Enterprises
[$0E] CXBTHR 750,296.00 0.00 (8% | MRBATHE Gyt
Energy Audit Reward Provided Energy Audit Reward Provided by Beijing Energy ~ Income Related
by Beijing Energy Conservation Conservation and Environmental Protection
and Environmental Protection Center Center
SR ARRR R R 15E) 1,485,396.00 0.00 I REEERRR RS R el Gyl
Subsidies for Patent Rights in Chaoyang Finance Bureau Chaoyang-Subsidies for  Income Related
District Patent Rights in Chaoyang District for Hi-tech
Enterprises, CZF [2016] No.11 - Notice about
Subsidies for Industrialization Project with
Patent Technology in 2016 in Chaoyang District,
ChaoyangPatent Right Subsidies and Rewards
Methods (CZF [2010] No.8) and Administrative
Measures for Beijing Patent Rights Subsidies
HEREFEAR 251,390.00 21,120.00 FEEMHB-HEREMEEYSHANE  AREAR
% BAR2016115 - - BRAGE 20165
ESNRMEXCRAENNEAN BHEZ
MEBRZERAARE[20108%  kRTE
NMEBESERIA
Subsidies for Leading the Energy-saving Subsidies for Leading the Energy-saving  Income Related
Development in Chaoyang District Development in Chaoyang District
HERIEERITALRY 0.00 204,000.00 AR AR EELHY il
Rewards for Implementation of Rewards for Implementation of Intellectual ~ Income Related
Intellectual Property Policies Property Policies
ABERBRER LR 17,300.00 0.00 ABERIFEERD il
Subsidies for Employment Position Subsidies for Employment Position for the  Income Related
for the Disabled Disabled
BRSNS 0.00 40,000.00 YN K il
Funds for Supporting Short-term Export Funds for Supporting Short-term Export  Income Related
Credit Insurance Premiums Credit Insurance Premiums Provided by Beijing
Municipal Commission of Commerce
BRLOERARREES 52,015.00 112,912.00 FREKZE SR AERRREXRES Gyt
Govemnmental Subsidies for Development Implementation Rules of Management of ~ Income Related
of Beijing Foreign Economic & Trade Special Funds for Implementation Rules for
Management of Special Funds for Beijing
Foreign Trade Development, Notice from Beijing
Municipal Commission of Commerce about
Providing Funds for Leading the Development of
Beijing Foreign Economic and Trade and List of
Enterprise Enjoying Key Support Proposed at the
Guarantee Service Platform
ERIMEER RIS 430,674.00 0.00 IRTNEEREEECERERMAN LR EUEER
MEBZEEENREI RIMEER R BE
SNERRH TERERECELENHEA
Governmental Subsidies for Beijing Municipal Commission of Commerce Income Related
Anti-dumping and Anti-subsidy
B[R] 5% 0.00 72,000.00 IRMAHEEE HENEEE

ERFHEERDBR AR

—BRAEFFERE
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VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)

43. Non-Operating Revenues (Continued)
Breakdown of Government Subsidies (Continued)

(2)

Item

EH

Amount in the
Current Year

RERER

Amount in the
Previous Year

LEREE

AY

7\

A RHETTHIR)
EHIBBRRIEBEBRTE @)

43, EEINRA @)

(2) BF#EBIEAMA (8)

Source and Basis

REMKE

Assets related/
Income Related
HEERE/
eyl

Subsidies from National Development
and Reform Commission in 2015
for Adjustment and Exit of the
Second Batch of Pollution Enterprises
BUZWFEMEAEE
HERLEDE
Policies from Tianjin Port Free Trade Zone
for Supporting Affected Enterprises in
8.12 to Unfold Production Self-help
and Full Recovery of Production
(REARRERENEES 12X A%
FREEERENRELEHER)

Subsidy for Stable Employment
TR

Subsidies for Social Security

R

Subsidies for Employment

AR

Governmental Incentive Funds
for Responding to Projects

ERARYMENES

Financial Incentive Funds for Projects
Corresponding to Winter Demand
in 2015

W15 FAZFLAER AU LR

Total
att

3,000,000.00

1,239,961.93

167,600.00

92,930.98

75,111.72

43,906.00

17,183.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

7,623,764.63

450,032.00

Management Methods of Rewards for
Adjustment and Exit of the Industrial Pollution
Enterprises

TRSAORABRY AL ERNE

JBGF[2015]No. 57

BREE[2015]57 5

JRSF [2015] No.57
E A [2015]57 %

Table for Examination and Approval of
Application by Small and Micro Enterprises in
Langfang City for Subsidies for Social Security
for Employing College Graduates during Job
Selection Period

BHmR MR ERAERHARRESRE
R ERRBEEIER

Table for Examination and Approval of
Application by Small and Micro Enterprises in
Langfang City for Subsidies for Social Security
for Employing College Graduates during Job
Selection Period

BomR MIEARRARRHASRERE
Rt ERBERELATR

Management Measures of Financial Incentive
Funds for Management of Urban Comprehensive
Trial Work for Beijing Electric Power Demand
LR E AR KUE RS A A AR TIEMR
REVZSERIA

Notice from Beijing Municipal Commission
of Development and Reform about the Forth
Batch of Projects for Management of Urban
Comprehensive Pilots for Beijing Electric Power
Demand

Income Related

=l Gl

Income Related

v eyicled]
Income Related
il

Income Related

SR

Income Related

=l Gl

Income Related

S iam

Income Related

(3) The non-operating incomeof the Group in the current
year includes profits from selling properties of RMB
886,849.74 yuan (RMB 12,169,408.16 yuan for the
previous year).
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Notes to Main Items of the Consolidated 7N

Financial Statements (Continued)
44. Non-operating Expenditures

AY

44, BEEIHNZTH

BIAARKEITTIIR)

Amount
Included into
Non-Recurring
Amount Amount Profits and
in the inthe  Losses in the
Current Year Previous Year Current Year
FAREILE
Item JHE FERER FFEREE  MERNeE
Losses from Disposal of Non-current Assets ERBEERERK 2,978,412.68 123,750.85  2,978,412.68
Including: Losses from Disposal of Fixed Assets Heo EEEERBEKX 2,978,412.68 123,750.85 163,694.11
Other Hth 887,499.74  5,545,195.15 887,499.74
Total CH) 3,865,912.42  5,668,946.00  3,865912.42
45. Income Taxes Expense 45. FRIBBER
(1)  Income Taxes Expense (1) FBHER
Amount in the Amount in the
Current Year Previous Year
Item 1HH TESHE FFESE
Income Tax Expense for the Current EHFEHER - tEMSH
Period — Corporate Income 1,651,706.37 1,054,544.72
1. China 1.5 1,202,216.89 -437,362.84
2. Hong Kong 2.8/ 0.00 0.00
3. Other Regions (USA) 3 Hhithle (=) 416,472.29 1,491,907.56
4. Over-measurement in the Previous 4. LARTSEE %5t (D5)
Years (Under-measurement) 33,017.19 0.00
Deferred Income Taxes Expense BEFRHER -8,360.54 4,778,556.38
Total a5 1,643,345.83 5,833,101.10
(2) Adjustment of Accounting Profits and Income Tax (2) ENFEEMESHERAREBRRE
Expense
Amount in the Amount in the
Current Year Previous Year
Item HH AESHE 28

Total Profits from Consolidation
in the Current Year
Income Taxes Expense Calculated
at Legal or Applicable Tax Rate
Influence from Application of
Different Tax Rate to Subsidiaries
Influence from Adjustment of

REAGNERRR

BEEERARETEN
st E R

FAREATRBE TS
BEUNBEAEHNTE

-179,014,545.75
-44,753,636.44

12,340,266.95

-290,886,116.48
-72,721,529.12

12,007,329.44

Income Tax in the Previous Period 33,017.19 -1,055,981.85
Influence from Costs, Expenses and TREINEAA ~ B FAA

Losses that cannot be Deducted BARNZE 14,953,211.57 126,212.97
Influence from Using the Deductible {5 A AT HASR MERARAE PS5

Losses of Unrecognized Deferred BEMNAENGENZE

Income Tax Assets -3,298,558.73 -320,177.59

Influence from Deductible Temporary
balance or Deductible Losses of
Unrecognized Deferred Income
Tax Assets

Total

RERERBRLEMSHEEN
AN B 4 2 B ok AT A

BRI

A
(=)

=113

22,369,045.29

67,797,247.25

1,643,345.83

5,833,101.10

ERFHEERDBER AR
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VI. Notes to Main Items of the Consolidated N EBRREEEETRE @
Financial Statements (Continued)
46. Other Comprehensive Incomes 46. Hftt#RE W=
Refer to “Note VI. 30 Other Comprehensive Incomes” for details. SERARMFEIIS 30 HfvsirE Ueas | 18
47. Depreciation and Amortization 47. EREH
The depreciation/amortization recognized in the incomestatement AREERRAEFNBERNFTE &
in the current year are RMB 91,436,547.60 yuan (RMB i £91,436,547.600( F F E A
93,408,688.64 yuan for previous year). 93,408,688.64 JT.) °
48. Expenditures for Operating Lease 48. EEHEEZH
The expenditure for operating lease in the current year is RMB RNEEHE S H % 2,046,860.00
2,046,860.00 yuan (RMB 16,163,554.65 yuan for the previous t( - E %16,163,554.6570) * BT
year), without expenditures for rents for industrial equipment and RERBEREROESZH -
machinery.
49. Items in Cash Flow Statement 49. BEeRERER
(1) Other cashes received/paid concerning operating, 1 W3 ZAHNEpEEE &
investing and financing activities E/SETRHERENES
1) Other cash received concerning operating 1) KREWEMBELETER
activities BHEE
Amount in the Amount in the
Current Year Previous Year
Item BH RERER CERAR
Margins and Imprests Recovered W [EI{RE S RER € 7,762,897.39 39,889,966.08
Interest Incomes FSHA 525,595.63 1,005,936.37
Government Subsidies BB 7,623,764.63 371,992.00
Current Account 2R 5,444,507.51 9,581,406.99
Compensations Received from  U{RER A BB
Insurance Company 0.00 8,200,000.00
Total =5 21,356,765.16 59,049,301.44
2)  Other Cash Paid Concerning Operating Activities 2) SEfHWEMELETHE

Bry5E

Amount in the
Previous Year

Amount in the
Current Year

Item 1HR RERLEEE FERAERE
General Expenses XIEER 78,289,303.71 76,262,691.16
Cash Deposit REBES 27,036,876.64 6,802,726.68
Current Account E R 3,946,213.88 2,240,325.50
Total &5t 109,272,394.23 85,305,743.34
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VI. Notes to Main Items of the Consolidated N eV BERREEEEFE®
Financial Statements (Continued)
49. Items in Cash Flow Statement (Continued) 49. BEREXRER @)
(1) Other cashes received/paid concerning operating, 1) W3 AN EHEEKE &
investing and financing activities (Continued) & /SETHERNES (8
3)  Other Cashes Paid Concerning Investing Activities 3) EHHWEMBEREZTEE
BHEE
Amount in the Amount in the
Current Year Previous Year
Item 1HH RERLEEE FERAERE
Concerned Accounts B 2R 0.00 1,141,749.18
Tax paid for property transfer BERAFPZNNEERE 3,717,361.42 0.00
Total BF 3,717,361.42 1,141,749.18
4) Other Cashes Received Concerning Financing 4 WUIWEMEELZTEHS
Activities By E 2
Amount in the Amount in the
Current Year Previous Year
Item HE TERER FFEELERE
Loans from Jingcheng IR S R E
Holding, etc. 0.00 138,000,000.00
5) Other Cashes Paid Concerning Financing Activities 5) S EMEEETES
BB L
Amount in the Amount in the
Current Year Previous Year
Item HE TERER FFEELERE
Return of Loans from Jingcheng 5338 S I A% fE X

Holding 5,000,000.00 88,000,000.00
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VI. Notes to Main Items of the Consolidated NOEHEBERREEEARGFE @
Financial Statements (Continued)
49. Items in Cash Flow Statement (Continued) 49. BEE&REREH @)

(2) Materials Supplementary to Consolidated Cash Flow

Statement

Item

HH

(2)

Amount in the
Current Year

FESH

SHRERERBAER

Amount in the
Previous Year
528

1. Reconciliation from Net Profit
to Cash Flows from Operating
Activities:

Net Profits
Plus: Provision for assets impairment

Depreciation of fixed assets,
depletion of oil-and-gas assets
and depreciation of productive
biological assets

Amortization of Intangible Assets

Amortization of Long-term
Unamortized Expenses

Loss from Disposal of Fixed
Assets, Intangible Assets
and Other Long-term Assets
(with “-" for profit)

Losses on Retirement of Fixed
Assets (with “-"for profits)

Losses on Variation of Fair Value
(with “-"for profits)

Financial Expenses (with “-"
for profits)

Losses on Investment (with “-"
for profits)

Decrease on Deferred Income
Tax Asset (with “-"for increases)

Increases in Deferred Income
Tax Liabilities (with “-" for
decreases)

Decreases on Inventory (with “-"
for increases)

Decreases on Operating
Receivables (with “-" for
increases)

Increase on Operating Payables
(with “-" for decreases)

Other

Net Cash Flow from Operating
Activities

2. Significant Investing and
Financing Activities That
Do Not Involve Cash Receipts
and Payments:

Translation of Debt into Capital
Convertible Bonds Due within 1 Year
Fixed Assets under Financial Lease

3. Net Change in Cash and Cash
Equivalents:
Closing Balance of Cash
Less: Opening Balance of Cash

Plus: Closing Balance of Cash Equivalents
Less: Opening Balance of Cash Equivalents

Net Increase in Cash and Cash Equivalents

1.EFABADALELED
BEeReE :

e ZalNE

m: EEREER
EEBERE HREE
gE\EEHEWEE

B AEMH
ROFHEREH

REEFEE  EVAE
HEAM = H & EE R
BK (Yegz A [-1 4831)

Bl AE AL
(s B[] 331)

A RESDEE
(s X [-) 3531)

817578 A (Ui b T-) 431)

RERK Uz A [-] 231)

BEFRABRAER D
(BBANA [-1 3851
BT AERIE N
CRLDIAT-1 3851)

FERED (&0
[-13851)

R IR B AR D
(BB ANSA -1 3B51))

RS MR IR B HOIZ AN
(M PBAT-13E31)

@aé@@imﬁﬁ
mEFE

2R RASHREINEARE
MNEETEE !

%

EBEREAR
— R R B A R E
MEBAEFEEE

3BRERFELENFLBER :

R M FRFHE

B R F R

i BEFEYRFREE
B REFEMHFNRE

Re kR FEBYFLINE
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-180,657,891.58
74,601,011.60

85,253,367.18
4,514,254.42

1,668,926.00

2,091,562.94
0.00

0.00
17,817,028.54
-6,819,578.37

-8,360.54

0.00

112,948,931.86

18,798,748.01

-143,249,823.68
0.00

-13,041,823.62

0.00

000

102,580,611.77

-296,719,217.58
98,799,794.37

87,299,077.77
4,492,508.85

1,617,102.02

-12,114,961.69
69,304.38

0.00
19,765,328.57
-1,563,597.03

4,778,556.38

0.00

92,685,835.25

230,443,994.34

-83,899,325.51
0.00

145,654,400.12

0.00
0.00
0.00

175,776,574.47

175,776,574.47 125,462,823.33
0.00 0.00
0.00 0.00
-73,195,962.70 50,313,751.14
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Notes to Main Items of the Consolidated

Financial Statements (Continued)

49,
(3) Cash and Cash Equivalent

Items in Cash Flow Statement (Continued)

HAARBITTEIR)
AN EHIBEBRREEEAFE @
49. BELREKRIER (@)
() BEARSZEY

Closing Balance  Opening Balance

Item BH FHRTE
Cash He 102,580,611.77 175,776,574.47
Wherein: Cash on Hand Hep: RS 81,483.39 65,972.56
Deposit in Bank Available for Payment A B&ES AR S A RIERTT1E 50

at Any Time 102,499,128.38 175,710,601.91
Other Monetary Funds Available for AERARSNEMEEES

Payment at Any Time 0.00 0.00

Cash Equivalents

Wherein: Bond Investment Due within
Three Months

Closing Balance of Cash and Cash

Equivalents

Wherein: Cash and Cash Equivalents
That Parent Company or
Subsidiaries of the Company
Are Limited to Use

50. Assets with Ownership or Use Right Restricted

ReHEY
Hep : =AARFHNEFRE

ERRLNRE SENHE
Ao BAAREEATAT

e AR EIRIE 2
REEEY

102,580,611.77

175,776,574.47

0.00 0.00

50. FiERSEREZIIRGINE

B
Closing
Book Value Reasons of Limitations
Item 1EH FAREREEE ZRRA
Monetary Capital BER 16,248,660.00 Note Margins, L/C Guarantee
RERES  CFABRES
Fixed Assets EE & E 95,720,999.35  Pledge for Obtaining Loans
and Notes from Bank
REGIRITER - FHREM
Intangible Assets mRyAE 17,807,844.08  Pledge for Obtaining Loans
and Notes from Bank
RBSIRITER - RIREAR
Total a5t 129,777,503.43
51. Foreign Currency Monetary Item 51. INEEXMIEE

(1)  Foreign Currency Monetary Item (1) SMEERMEER
Closing
Closing Balance of Rate of Converted
Foreign Currency Translation RMB Balance
FRITE
Item A FRIMSERE HHEX ARKERE
Monetary Capital ElES 28,056,898.81
Including: USD Hep: Er 4,039,897.83 6.9370 28,024,771.25
EURO BT 2,478.75 7.3068 18,111.73
HKD BT 15,668.72 0.89451 14,015.83
Receivables JEM AR 27,487,157.09
Including: USD Hep £ 3,796,980.45 6.9370 26,339,653.38
EURO BT 157,046.00 7.3068 1,147,503.71
Payables FERTERIR 7,622,827.09
Including: USD Hep: 0 913,447.32 6.9370  6,336,584.08
EURO BT 49,456.45 7.3068 361,368.36
GBP g 108,688.59 8.5094 924,874.65
Other Payables H AR 380,414.19
Including: USD Hep: 7T 54,838.43 6.9370 380,414.19

ERFHEERDBR AR

—BRAEFFERE
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VI. Notes to Main Items of the Consolidated

Financial Statements (Continued)
Foreign Currency Monetary Item (Continued)

51.

(2)

Overseas Business Entity
BTIC AMERICA CORPORATION, the subsidiary of the
Company was registered in Houston, USA, with USD as the
recording currency. Jingcheng Holding (Hong Kong) Co., Ltd,
the subsidiary of the Company was registered in Hong Kong,
with USD as the recording currency.

VIl. Change of Scope of Merger

Business Merger under the Different Control

1.

VIIl. Equity in Other Entities

1.

There is no business merger under the different control in the

current year.

Business Merger under the Common Control
There is no business merger under the common control in
current year.

Equity in the Subsidiaries
Composition of Enterprises Group

(1

BAARKETTIIR)

NS ERREEERGE®@®

51. SHEEMMIEE (@)
(2) Smicenes
ARAZ TBRATKEEMNAT
S A EBRRETE - DAl E
TATEAMYE - KATZFA
AIRHMIER (BS) AR D AT/
%@%%v@ﬂ%%ﬁﬁ%%$
lL 1y o

+ - SHEENZL
1. FE—EHTEESH
ARERE IR~ TR E A -

2. [E—EHTEESH

the RERBER—EH T RESG -

N EHMERPAER
1. EFRAHPNESR
(1) LREEHHSR
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Prime Registration Registered
Name of Subsidiary Business Place  Place Capital Shareholding Ratio (%)  Acquisition Method
FRAREH TELE i AfER BREAI(%) REARR
Direct Indirect
B [Ghi
Beijing Tianhai Industry Co., Ltd Chaoyang District, Chaoyang District, USD 61,401,800 100.00 0.00  Business Merger under
; Beijing City Beijing City Common Control
FRREIEERAA trndhE  ARmEEE 6,140.18 BE T 100.00 000 RF-BHTEEAH
LangfangTianhai High Pressure Langfang City, Langfang City, RMB 301,410,000 0.00 82.08  Business Merger under
Container Co., Ltd. Hebei Province Hebei Province Common Control
EHXERERRERAR AABGTH TR EST 30,141.00 87 0.00 8208  A—HHTREAHN
Tianjin Tianhai High Pressure Tianjin Port Tianjin Port RMB 225,578,400 0.00 55.00  Establishment
Container Co,, Ltd. Free Trade Zone  Free Trade Zone
REABRBASAREMAAR REEREER  REERHE 22,557.84 8Tt 0.00 5500 &RV
Shanghai Tianhai Composite Songjiang District, Songjiang District, ~ RMB 3,017,400 0.00 87.84  Business Merger under
(ylingjers Co., Ltd. Sh@nghai City Shgnghai City Common Control
LEREEARMERAR HEDNIR  LETRIE 301.74B%T 0.00 8784  RA—HEHTEEAH
Beijing Tianhai Cryogenic Daxing District, ~ Daxing District, RMB 40,000,000 0.00 7500  Establishment
Equipment Co., Ltd. Beijing City Beijing City
IRREERREERAR ERmAEE AR WAEE 4,000.00E7 0.00 7500 &Y
Beijing Pioneer Up Lifter Co., Ltd.  Tongzhou District, Tongzhou District, RMB 20,000,000 0.00 100.00  Business Merger under
o \ Beijing City Beijing City Common Control
ITR2ERZEEREERAT  LRmBEME ERmEiE 2,000.00&7¢ 0.00 100.00  A—EHTREAH
Beijing MinghuiTianhai Gas Storage ~ Tongzhou District ~ Tongzhou District  RMB 545,225,228 0.00 38.51 Establishment
Equipment Sales Co., Ltd. Beijing City Beijing City
IFRBRGRBERELEHE LEAmBNE  kRmBME 545252881 0.00 3851  RU
BRAF
BTIC AMERICA CORPORATION Houston, USA Houston, USA 1,200 shares 0.00 51.00 Business Merger not
under Common Control
REBENRF ESEil N FEIRHR 1,200 0.00 5100  FFR—EHTERAH
Jingcheng Holdings (Hong Kong) ~ Hong Kong Hong Kong HKD 1,000 100.00 0.00  Business Merger under
_Co, Ltd Common Control
FHER (B8 BRAR B8 BB 1,000/7 100.00 000 [F-BHTERAH
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VIII. Equity in Other Entities (Continued) N~ EHEMERPAIERS @)

ERFHEERDBR AR

1. Equity in the Subsidiaries (Continued) 1. HEFRARPHER @
(1) Composition of Enterprises Group (Continued) (1) DBEEEMHBK(E)
(Con't) (BR)
Legal
Name of Subsidiary Type of Enterprise Business Nature Representative Organization Code
FARER EEER XBHE EERRA HBBBRT
Beijing Tianhai Industry Co., Ltd Limited Liability Production Wang Jun 911100006000036940
Company
ERKRBTEERAA BEREERR HE ¥ 911100006000036940
LangfangTianhai High Pressure Sino-foreign joint Production Li Junjie 91131000799569483H
Container Co., Ltd. venture
B RERERRZERAA] PIMNEEDRE EE =R 91131000799569483H
Tianjin Tianhai High Pressure Limited Liability Production Liu 91120116746652398)
Container Co., Ltd. Company Guangling
RERNBRERREARAEAR ARAEEAR HE BIEss 91120116746652398)
Shanghai Tianhai Composite Sino-foreign Production Li Junjie 91310000607422234E
Cylinders Co., Ltd. Cooperative Enterprise
EEXREEARMARAR PoNEIERZE EE RN 91310000607422234E
Beijing Tianhai Cryogenic Limited Liability Production Li Junjie 110000011024148
Equipment Co., Ltd. Company
IERERRBIERBEARAR] AHIREERA EE FEN 110000011024148
Beijing Pioneer Up Lifter Co., Ltd.  Limited Liability Production Li Junjie 91110112102485061D
Company
ERBESEEERFEERAR BARAETAH EE RN 91110112102485061D
Beijing MinghuiTianhai Gas Limited Liability Production Li Zhe 91110112057330019H
Storage Equipment Sales Company
Co., Ltd.
it?ﬂﬁi%ﬁ%ﬁ%ﬁ@ééﬁﬁﬁ% ERAEERTA] HE x5 91110112057330019H
[RRA]
BTIC AMERICA CORPORATION Overseas enterprise Sales Li Junjie
REFEMA A FIMEE HE FEAN
Jingcheng Holding (Hong Kong) Limited Liability Trading, Li Junjie
Co., Ltd Company Investment
R (FE) BRAR) BREERAA] B &kE FEN

—BRAEFFERE
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VIIl. Equity in Other Entities (Continued) N~ EHAMEE PR )
1. Equity in the Subsidiaries (Continued) 1. EFRRPHER @)
(2) Important Non-wholly-owned Subsidiary 2 EEWNFREFAF
Profits and Losses Dividends
Minority Attributable Distributed
Shareholders’ to Minority to Minority Closing

Shareholding  Shareholdersin ~ Shareholdersin  Minority Interest
Ratio (%)  the Current Year  the Current Year  Balance of Equity

KE
DHRR TERERDY DERREE ERVERR
Name of Subsidiary FRRER FRELH (%) RENER ARARA ERE
LangfangTianhai High Pressure Container Co., Ltd. 17.92 -5,783,979.84 0.00 2,358,502.62
Tianjin Tianhai High Pressure Container Co., Ltd. 45.00 2,560,883.20 0.00 90,090,603.57
Shanghai Tianhai Composite Cylinders Co., Ltd. 12.16 400,744.32 0.00 4,934,229.14
Beijing Tianhai Cryogenic Equipment Co., Ltd. 'ﬁ 25.00 -8,543,627.04 0.00 2,031,777.97
BTIC AMERICA CORPORATION RBENAR 49.00 488,529.00 0.00 19,766,200.25
Beijing MinghuiTianhai Gas Storage Equipment 3678 E%@ﬂ@%ﬁ%‘@%‘%ﬁ
Sales Co., Ltd. HERRAR 61.49 -20,992,856.03 0.00  287,506,154.49
(3) Main Financial Information of Important Non-Wholly- B) EEHFZETLARANETEHNKRE
Owned Subsidiary =
Closing Balance
ERHE
Non-current Current  Non-current Total
Current Assets Assets  Total Assets Liabilities Liabilities Liabilities
Name of Subsidiary FARER RHEE  FREEE EEAT RBEE  FRESE BEAk
Tianjin Tianhai High Pressure Container Co,, Ltd. ~ XEXEZEARAR
EffDA 144,688,914.67 199,195,973.55 343,884,888.22 143,020,391.77 0.00 143,020,391.77
Shanghai Tianhai Composite Cylinders Co, Lt~ FEXSRARAARAT ~ 21,723,593.35 18,345379.59  40,068,972.94  2,876,844.41 0.00  2,876,844.41
LangfangTianhai High Pressure Container Co., Ltd. BAXGREARERAF ~ 49,262,438.67 203,492,714.04 252,755,152.71 170,201,730.62 0.00 170,201,730.62
Befing Tianhai Cryogenic Equipment Co,, Ltd. ~ HAXEEEREARAT |« 7262851804  6,782,818.44 7941133648 71,199,308.16 000  71,199,308.16
BTIC AMERICA CORPORATION NEE) 4577390871 32937001 46,103318.72  5,764,134.49 000  5764,134.49
Befing MinghuiTianhai Gas Storage Equipment X RHEXSREREL R
Sales Co,, Ltd. HEERAR) 162,893,356.19 520,305,628.48 683,198,984.67 215,404,957.73  3,129,430.00 218,534,387.73
(Con't) (=)
Beginning Balance
ENRE
Current  Non-current Total Current  Non-current Total
Assets Assets Assets Liabilities Liabilities Liabilities
Name of Subsidiary FREER HEEE  FRBEE EEAT RHEE  FRBAR BER
Tianjin Tianhai High Pressure Container Co., Ltd.  REXESEAZAR
LN 121,813,640.26  222,292,863.44 344,106,503.70 148,932,858.81 000 14893285881

Shanghai Tianhai Composite Cylinders Co, Ltd. M%@Euﬁ% BAG 1524167755 19,337,147.66 3457882521 682,914 000  682,291.44
LangfangTianhai High Pressure Container Co., Ltd. EA Al 67501,570.77 232,751,485.05 300,253,055.82 185,422,960.50 0.00 185,422,960.50
Beijing Tianhai Cryogenic Equipment Co,, Ltd. 79,324,01842  9,766,045.65  89,090,004.07  46,703,527.57 0.00  46,703,527.57
BTIC AMERICA CORPORATION E% LJ 47,395,532.30 35197741 47,747,509.71  10,950,813.22 0.00 10,950,813.22
Beijing MinghuiTianhai Gas Storage Equipment it/? HERERERERR
Sales Co,, Ltd. HEARARA 132,131,753.59 545,783,269.64 677915,023.23 179,110,149.77 0.00 179,110,149.77
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VIII. Equity in Other Entities (Continued) N EHAMEE PR )
1. Equity in the Subsidiaries (Continued) 1. HEFARPHER @)
(3) Main Financial Information of Important Non-Wholly- B) EEZIZEFARNEENBE
Owned Subsidiary (Continued) B (&)
(Con't) (#BX2)
Amount in the Current Year
KERER
Total Cash Flow
Operating Comprehensive from Operating
Revenue Net Profits Incomes Activities
feEy
Name of Subsidiary FRRER ELON FHE  GAWEEE BeRE
Tianjin Tianhai High Pressure Container Co., Ltd. REXBEEDEER
NG 299,695,509.87 5,690,851.56 5,690,851.56  28,139,872.99
Shanghai Tianhai Composite Cylinders Co., Ltd HEREERRM
BRAT 43,400,402.37 3,295,594.76 3,295,594.76 675,619.85
LangfangTianhai High Pressure Container Co., Ltd. BHXERERE
BRAH 241,295,656.89  -32,276,673.23  -32,276,673.23  13,431,962.67
Beijing Tianhai Cryogenic Equipment Co., Ltd. ERREERRE
BRAH] 65,547,398.91 -34,174,508.18  -34,174,508.18  -5,781,839.70
BTIC AMERICA CORPORATION KEENAT 130,655,695.62 996,997.96 3,542,481.74 9,503,335.36
Beijing MinghuiTianhai Gas Storage Equipment TRREXGRERE
Sales Co., Ltd. EREEERAR 92,775,142.39  -34,140,276.52  -34,140,276.52  21,383,297.66
(Con't) (#K3)
Amount in the Previous Year
LEREE
Total Cash Flow
Operating Comprehensive  from Operating
Revenue Net Profits Incomes Activities
meEE
Name of Subsidiary TREER BERA FHE  GAkmRE BEnE
Tianjin Tianhai High Pressure Container Co., Ltd. REXBEEDEER
GG 308,984,736.28  -31,154,037.86  -31,154,037.86 4,721,042.01
Shanghai Tianhai Composite Cylinders Co., Ltd HERSEARMERAR  33,119,04555 166582732  1,665827.32 -8,845.99
LangfangTianhai High Pressure Container Co., Ltd. EhREREARERAR  304,977,18445 -47,948669.99 -47,948,669.99  6,033,494.37
Beijing Tianhai Cryogenic Equipment Co., Ltd. FRREERXEEBAR  70,926302.55 -27,060,632.35 -27,060,632.35  3,639,328.10
BTIC AMERICA CORPORATION REENAR] 244,969,898.70 3,881,839.49 5,889,259.10  16,299,083.26
Beijing MinghuiTianhai Gas Storage Equipment TRABKERERE
Sales Co., Ltd. EHEHERRAR 91,064,560.12 -101,609,491.21 -101,609,491.21  -59,669,475.84
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VIII. Equity in Other Entities (Continued)
2. Equity in Associated Enterprises or Joint
Ventures

(1

(2)

BAARKETTIIR)

NEEMERPES @)
2. EAELCEAWECENNE

i
Important Associated Enterprises or Joint Ventures (1) EENAELERBELE
Accounting
treatment
method of
Name of Associated Prime Shareholding joint ventures
Enterprises or Business Registration Business Ratio (%) or associated
Joint Ventures Place Place Nature Direct Indirect enterprises
HeEtER
AR DEY BFRLEGI(%) BEEEREN
BEhELR FTELEH it XBME  HE B SFEESE
Shandong Tianhai High Linyi City, Linyi City, Production 51 Equity Approach
Pressure Container Shandong Shandong
Co., Ltd. Province Province
WRRESBTRARAR IWREEFM  LWREERTT E 51 A
Jiangsu Tianhai Special Zhenjiang City,  Zhenjiang City, Production 35 Equity Approach
Equipment Co., Ltd. Jiangsu Province Jiangsu Province
AEHRNEFERBAERAR IHEHEIT  IHEHE LD HE 35 e b
Main Financial Information of Important Associated 2 EENEE BELCENTEH
Enterprises or Joint Ventures BERE

1)  Shandong Tianhai (Associated Enterprise)

1)  LRXEG(EELF)

Closing Balance/
Amount in the
Current Year

Opening Balance/
Amount in the
Previous Year

EREGE FHEREE

Item 1HR RERER FEEER
Current Assets mEEE 101,720,186.45 62,061,593.10
Including: Cash and Cash Hr  HeMReEEY

Equivalent 1,488,481.67 3,904,963.29
Non-current Assets ERBEE 127,737,223.67 113,300,403.94
Total Assets EEAR 229,457,410.12 175,361,997.04
Current Liabilities nEBaE 98,686,031.30 57,826,280.80
Non-current Liabilities ERBAaE
Total Liabilities BEAR 98,686,031.30 57,826,280.80
Minority Interest DY R R

Shareholders’ Equity Attributable

to Parent Company

Net Assets Share Calculated at

Shareholding Ratio
Adjustment
— Goodwill

— Profits Unrealized of Internal

Transaction
— Others

Book Value of Equity Investment
to Associated Enterprise

Fair Value of Associated
Enterprise Equity Investments

with Public Offer
Operating Revenue
Financial Expenses
Income Taxes Expense
Net Profits

Net Profits from Termination of

Operation

Other Comprehensive Incomes

Total Comprehensive Incomes

Dividends Obtained from Joint
Venture of This Year

nr

BENEARRRER
B P B FEEN R

HEEEIE

—EE

—RERHARETRHE

—E Al

HEZPEESIKEN
FREE(E

FERFRENGELE

BmREN AR ER

L ON
HBER
FriSt & A

BRI
5 4 ) B R

H At r & Y s
fRa W e R
SR EPNE
AR

RE
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130,771,378.82
66,693,403.20
-3,531,595.84

-3,531,595.84

63,161,807.36

633,814,299.86
1,402,951.23
2,223,753.50
13,235,662.58

13,235,662.58

117,535,716.24
59,943,215.28
-3,531,595.84

-3,531,595.84

56,411,619.44

539,210,360.91
1,329,159.20
1,580,334.41
2,758,515.22

2,758,515.22
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VIIl. Equity in Other Entities (Continued) N~ EHAMERRNER @)
2. Equity in Associated Enterprises or Joint Ventures 2. TEAMA%ZN?“‘M/\ﬁﬁP Y
(Continued) = (%)
(2) Main Financial Information of Important Associated 2 EEZNEE BMECENTER
Enterprises or Joint Ventures (Continued) BER (|
2)  Jiangsu Tianhai (Joint Venture) 2) VIRXE(BELFE)

Closing Balance/
Amount in the
Current Year

Opening Balance/
Amount in the
Previous Year

EREGE FHEREE
Item 1HR REBRER FEEER
Current Assets mEEE 14,118,211.58 9,365,981.91
Including: Cash and Cash Hr  BeNReEEY 181,274.33 687,397.80

Equivalent

Non-current Assets ERBEE 65,828,325.67 33,039,302.15
Total Assets EEAR 79,946,537.25 42,405,284.06
Current Liabilities mBAE 10,049,303.14 -6,793,691.61
Non-current Liabilities FERBEE
Total Liabilities BfEEs 10,049,303.14 -6,793,691.61

Minority Interest 9%(%?%157&
Shareholders’ Equity Attributable 538 R A 7% Bz
to Parent Company

69,897,234.11 49,198,975.67

Net Assets Share Calculated at 4R HIFTERNFEENTE

Shareholding Ratio 24,464,031.94 17,219,641.49
Adjustment HEEE -12,444,157.72 -5.269,157.72

— Goodwill — 2

— Profits Unrealized of Internal ~ — AR 5 A EIRFH

Transaction -6,193,716.23 -6,193,716.23

— Others Hf -6,250,441.49 924,558.51
Book Value of Equity Investment — $fEf & (> 2 iEZSIE B B

to Associated Enterprise REEE 12,019,874.22 11,950,483.77

Fair Value of Joint Venture Equity
Investments with Public Offer

FERFREME =D
RRREN AR EE

Operating Revenue PN 50,258,619.71 20,477,456.39
Financial Expenses WMisE A 3,919.56 -49,157.35
Income Taxes Expense FriSti & R 0 151.57
Net Profits pEivINE] 198,258.44 -445,224.33
Net Profits from Termination of  #% |F 4% K% A1

Operation
Other Comprehensive Incomes /HJ&”AHSZ
Total Comprehensive Incomes Al BT 198,258.44 -445,224.33
Dividends Obtained from AN E U B 2R B B

Associated Enterprise of 1R ARF

This Year
Jiangsu Tianhai Special Equipment Co., Ltd.was TEHRNEBREEHEERA
registered on April 27, 2015, with the registered A BX I 7R 201594 B 27
capital of RMB 80 million yuan; wherein,Beijing Tianhai H: Zfit & K 58,0008
Industry Co., Ltd contributed RMB 28 million yuan T HFIERRETESR
with fixed assets and intangible assets, accounting PR FAREE & EMER
for 35%); while Nanjing Bibo Trade and Industry Co., B EHE28008 T 16
Ltd.contributed RMB 52 million yuan with monetary 35% : MREBIEEXE
capital, accounting for 65%. As of December 31, BRAFINEEE
2016, the funds contributed by Nanjing Bibo Trade and 5,200 & 7T * 1565% ° &1k

Industry Co., Ltd.by installments have been in place;

2016512 A318 - F‘ﬁ?%

and contribution made by Beijing Tianhai Industry Co., BITEEXAR AR D H
Ltd with intangible assets has been in place but that BN HED 2 HE 14 it
with fixed assets not; and both parties enjoy the equity RARELEARARER
as per the contribution proportion. BEEHERC  BEE
EWMALE  BHROTE
WHELPIZH RS -

ERFHEERDBR AR

—BRAEFFERE
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IX. Risk Related to Financial Instruments

The main financial instruments of the Group include loans, receivables,
payables, etc; refer to Note VI for detailed information of all financial
instruments. Risks related to these financial instruments and risk
management policies adopted for reducing these risks by the Group
are described as follows. The Management of the Group manages
and supervises these risk exposures to ensure that the above risks are
controlled in the limited scope.

1. Objectives and Policies of Management of
Various Risks
The objective of the Group to engage in risk management is to
obtain suitable balance between risk and profit, to minimize the
negative influence from the risk to the business performance of
the Group and to maximize the interests of shareholders and other
equity investors. Based on the objective of risk management, the
basic strategy of risk management of the Group is to determine and
analyze all risks the Group faces and to set up suitable bottom line
of risk standing and to manage risks, as well as to timely and reliably
supervise all risks and control the risk into the limited scope.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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IX. Risk Related to Financial Instruments (Continued)

1. Objectives and Policies of Management of 1. FEERREEBEMBUR @
Various Risks (Continued)
(1) Market Risk 1) mHERRK
1)  Foreign Exchange Risk 1) EF@EE
Foreign exchange risk refers to risk of loss caused HINPE [ B+ R [ R B E) B
by change of exchange rate. Foreign exchange risks KRR B o AN & B K
assumed by the Group are mainly related to USD. ZHNERBEZEETLE
Apart from BTIC AMERICA CORPORATION, the B BRARBNTEFA
subsidiary of the Company that uses USD to purchase AIREEMA T AETT#E
and sell, other prime business activities of the Group THBMHEEN  AEE
are priced and settled in RMB. On December 31, 2016, MEMEBEETEAA
except balances expressed at USD, EURO, KHD and REABLEE - R20164F
GBP of the assets and liabilities mentioned below, 12A318 ' R TRAME
the balances of assets and liabilities of the Group are ENBERNETHENT
expressed at RMB. Foreign exchange risk of assets E ML « AT A 585
and liabilities of such foreign currency balances might BN AEEMNEERSE
influence the business performance of the Group. BHEANRKESGREE - 25
INEMRENEEMBEE
A B SN RE | a2 AT A A AR B
EREEEEEETE -
Closing Amount Opening Amount
FREHE FeE
Original Equivalent QOriginal Equivalent
Currency to RMB Currency to RMB
Item EH R aARY R& fra AR%
Monetary Capital EWES - 28,056,898.81 - 84,569,307.58
usb e 4,039,897.83 28,024,771.25 12,973,120.37 84,242,254.44
EURO BT 2,478.75 18,111.73 43,762.81 310,505.89
HKD BT 15,668.72 14,015.83 19,750.84 16,547.25
Receivables FEUR R - 27,487,157.09 - 47,689,832.66
usb E 3,796,980.45 26,339,653.38 7,186,206.80 46,664,352.48
EURO BT 157,046.00 1,147,503.71 144,531.54 1,025,480.18
Advance Payment ANTE - 4,474,816.62 - 3,322,702.98
usb ST 534,336.63 3,706,693.21 511,688.89 3,322,702.98
EURO BT 6,111.79 44,657.63 0.00 0.00
GBP it 85,019.60 723,465.78 0.00 0.00
Payables ERER - 7,622,827.09 - 8,827,167.82
usb S 913,447.32 6,336,584.08 1,359,364.27 8,827,167.82
EURO BT 49,456.45 361,368.36 0.00 0.00
GBP it 108,688.59 924,874.65 0.00 0.00
Accounts Collected in Advance e - 10,803,007.58 - 12,311,944
usb =S, 1,557,302.52 10,803,007.58 1,896,009.03 12,311,924.24
Short-term Loans EEER - 0.00 - 5,844,240.00
usb =S, 0.00 0.00 900,000.00 5,844,240.00
Other Payables Hit T - 380,414.19 - 16,374.65
usb eI 54,838.43 380,414.19 2,521.66 16,374.65
The Group pays close attention to the influence from 7N & B 7% 1) B8 ¥ [E K & )
change of foreign exchange to the Group. HAEENTE -
2) Interest Rate Risk 2) FIEREE
Loans of the Group are all with fixed interest rate. ﬁ% 2B HEEFEE
Ko
3)  Price Risk 3) EEE
The Group sells products at market price; therefore, it AEBEATHEREEE
will be influenced by fluctuation of the price. m o AR R E B K
R A -
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IX. Risk Related to Financial Instruments (Continued)
1. Objectives and Policies of Management of
Various Risks (Continued)

(2)

(3)

Credit Risk

At the end of the year, the greatest credit risk exposure
causing the financial loss of the Group is mainly from loss of
the financial assets of the Group due to that one party of the
contract failed to perform obligations.

In order to reduce credit risk, the Company organized a
group to control credit line, conduct credit approval and
other supervision procedures to ensure to adopt necessary
measures to recover overdue creditor’s rights. Besides, the
Group will review the recovery of each single receivable on
each balance sheet date, to ensure that Bad Debt Provision
can be fully withdrawn for the receivables that cannot be
recovered. Therefore, the management of the Company
considers that credit risks assumed by the Group have been
greatly reduced.

Current funds of the Group are deposited at the bank with
higher credit grading, therefore, the credit risk of the current
funds is relatively low.

Since the risk exposure of the Group is distributed at multiple
contract parties and multiple customers, 3.92% (4.39% for
the previous year) and 16.61% (18.83% for the previous
year) balances of receivables of the Group are respectively
from the top one customer and the top five customers of
the Group, therefore, the Group has no significant credit-
concentrated risks.

The top five receivables total to RMB 39,296,810.47 yuan.

Liquidity Risk

The Group has managed the liquidity risk in a way by
ensuring sufficient financial liquidity to perform due debts,
so as to avoid causing unacceptable loss or causing damage
to enterprise reputation. The Group has analyzed the liability
structure and duration on a regular basis, so as to ensure
sufficient fund. The Management of the Group supervises
the usage of the bank loans and ensures to obey the loan
agreement. Meanwhile, the Group has made financing
negotiation with financial institutions, so as to maintain
certain credit line and reduce liquidity risk.

The Company takes bank loans as the main sources of funds.
As at December 31, 2016, the unused bank loan limit of the
Group was RMB 98.8 million yuan, (On December 31, 2015,
RMB 258.8 million yuan) and was all the limit of short-term
loans.
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IX. Risk Related to Financial Instruments (Continued) 1 ~ Ei4$ @ T E BRI R fE (&)

1. Objectives and Policies of Management of 1. ZRERREEEEMBEER @
Various Risks (Continued)
(3) Liquidity Risk (Continued) 3) KEBEK @)
Financial assets and financial liabilities held by the Group are AEERENEREENERE
analyzed as follows as per the expiration of undiscounted BEIR AT REIRE R E K EH
remaining contractual obligations: HARR OATAA T -
Amount as at December 31, 2016: 2016F 12 A31 HE%E «
More than
Within 1 Year 1to2Years 2to5 Years 5 years Total

Item EH —FUR -I=f “HEF RENE Ait
Financial Assets SREE
Monetary Capital EKES 118,829,271.77 118,829,271.77
Notes Receivable EhZE 16,314,951.71 16,314,951.71
Receivables JEMER 236,593,334.39 236,593,334.39
Other Receivables Eth MR 6,521,905.80 6,521,905.80
Financial Liabilities SHER
Short-term Loans R 190,000,000.00 190,000,000.00
Notes Payable eSS 30,000,000.00 30,000,000.00
Payables ESERR 268,518,401.08 268,518,401.08
Other Payables AR 167,017,675.53 167,017,675.53
Interests Payable ERHE 26,583.33 26,583.33
Employee Pay Payable EFBTEHM 25,073,101.25 25,073,101.25
Non-current Liabilities Due within One Year —FREIEL

EEIL 11,000,000.00 11,000,000.00
Special Payables EHENR 103,900,000.00 103,900,000.00
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X. Related Party and Related Transactions

() Related Party Relationships
1. Controlling Shareholder and Ultimate Controlling Party

(1)  Controlling Shareholder and Ultimate Controlling

AN RETFIR)
-

BARE A N BB 5

(—) BB L B&R
1. BRRREREKEHS

(1) ZRERRREREZHE

Party

Shareholding Proportion (%)
Name of Controlling Shareholder Business Registered Ratio (%) to of Voting Right
and Ultimate Controlling Party Registration Place  Nature Capital the Company to the Company
EBREREA ) HALTH HRLATN
BHEER i E3 A EfEx BRI (%) FIRELLHI (%)
Jingcheng Machinery Electric Chaoyang District, State-owned RMB 2,010,987,100 yuan

Holding Co., Ltd. Beijing City Capital

R ERRERAEAT IERMEAGE BRAE 2010987187 4330 4230

(2) Registered Capital of Controlling Shareholder and
the Changes (Unit: RMB 10,000 Yuan)

2) EZRERHNEZMEARE
Z1L (& . Bor)

Increase Decrease
Opening in the in the Closing
Balance Current Year Current Year Balance
Controlling Shareholder ERRR FUHE REZM RERD FREHE
Beijing Jingcheng Machinery IR R EER
Electric Holding Co., Ltd. BEREEAR 201,098.71 0.00 0.00 201,098.71

(3) Shareholding or Equity of Controlling Shareholder
and the Changes (Unit: RMB 10,000 Yuan)

Amount of Shareholding

(3) EZERBRRBFFRGZE
wmREZE (Efy - B7)

Shareholding Ratio (%)

BREH FIRELA (%)
Closing Opening Closing Opening
Balance Balance Ratio Ratio
Controlling Shareholder BERER FRHE FHHE ERLH FOHA
Beijing Jingcheng Machinery IR B RER
Electric Holding Co., Ltd. BREARA 18,273.5052 18,062.00 43.30 42.80
2. Subsidiary 2. FAF
For detailed information of subsidiary, refer to relevant FARNSREERAKEE [\~ 1.(1)
content of “Note VIII. 1. (1) Composition of the Enterprise DEEEBEHER | BERES -

Group”.
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+ BB RBEERRS @)

bﬁ@%ﬁﬁ%@
BEERBELE
$ REELEEET LM
SAKEI - 2(EEMEED
ERBEDE | ERAT - AFE
AAREEBB RS - KA

X. Related Party and Related Transactions
(Continued)

() Related Party Relationships (Continued)
3. Associated Enterprises and Joint Ventures

For detailed information of the Company’s important joint
ventures or associated enterprises, refer to”Note VIII. 2. (1)
Important Joint Ventures or Associated Enterprises” related
content. The information of other joint ventures or associated
enterprises which produced balance for conducting related- /NI 2 ol ngﬁx%ﬁ,ﬁkﬁ%
party transaction with the Company in this year or in the T H fth & & B R IF R IN
earlier stage is shown as follows: T

Name of Associated Enterprises or Joint Ventures Relationship with the Company

FERBMELEER BARN B R
Shandong Tianhai High Pressure Container Co., Ltd. Associated Enterprise
WRXEHBRAEFR AR BEME
Jiangsu Tianhai Special Equipment Co., Ltd. Joint Venture
RN EREEHER AR B b3

Other Related Parties

Name of Other Related Parties
HAub RS 28

4., HAEEEH

Relationship with the Company
BEAR N B R

Beijing Jingcheng Mechanical and
Electronic Assets Management Co Ltd.

IRRABEREEEEEEREER
Beijing No. 1 Machine Tool Plant

LTS — IR R
Global Industrial Supply Co., Ltd.

IR T EMRBR AR

Tianjin Steel Pipe and Steel Trading Co., Ltd
REHEMBEZEZHBRAF

Tianjin Dawufeng Investment Co., Ltd.

REANBHIREBREEAR

Other Enterprises under the Control of the Same
Controlllng Shareholder and Final Controller

— AR PR ER B S AR A ) T 2R 1 ) L At 1 2

Other Enterprises under the Control of the Same
Controlllng Shareholder and Final Controller
PERR AR IR e S AR P2 ) T PR Rl e B b (26

Other Enterprises under the Control of the Same
Controlllng Shareholder and Final Controller

— PR AR FRER R S AR AR ) 2R Rl ) L A 1 2
Related Party of Minority Shareholders of Subsidiary
N 7]  ERAR R Y B

Minority Shareholders of the Subsidiary
FREHDEIR

EREEERDEBRAT - FFERE
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X. Related Party and Related Transactions + B L KBRS @)
(Continued)
(I) Related Transaction (Z) BBRS
1. Related Transaction of Sales of Commodities, 1. EHEm RENESIESBENE
Rendering and Receiving of Labor Services R 5
(1) Purchase of Commodities/Receiving of Labor (1) HEER HESLE
Services
Contents of Amount in the Amount in the
Related Party Related Transaction Current Year Previous Year
BEE BHIZAR BEBRER EFEREE
Tianjin Steel Pipe and Steel Trading Raw Materials
Co., Ltd
REMEMBEZ HERRA JRAEL 65,844,508.50 97,339,672.26
Shandong Tianhai High Pressure Gas Cylinder
Container Co., Ltd.
IWERRXEEBEAEFRAF i) 0.00 31,513,450.83
Total
&t 65,844,508.50  128,853,123.09
(2) Sales of Commodities and Rendering of Labor (2) HERR EHREK
Services
Contents of Amount in the Amount in the
Related Party Related Transaction Current Year Previous Year
BEE BHIZAR BEBER EFEREE
Jiangsu Tianhai Special Equipment Sales of Goods
Co., Ltd.
BN BRFEREEHEERAA HERM M 32,320,317.74 14,840,422.22
Shandong Tianhai High Pressure Sales of Goods
Contgirﬁr Co., Ltd.
IWRKERBERARAF HER M 37,993.16 0.00
Total
A 32,358,310.90 14,840,422.22
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+ BB RBEERRS @)

(Z) BB S @)

X. Related Party and Related Transactions

(Continued)
(1) Related Transaction (Continued)

ERFHEERDBR AR

2.  Information of Related Lease 2. EBEEASR
(1) Information of Accepting Lease (1) ZEHEX
Rental
Rental Expenses
Category Expenses Recognized in
of Leased Recognized in the Previous
Name of Lessor Name of Lessee Assets Current Year Year
RERER LEEE
HEE £ BEEFEE HEEEES WHEE WHEH
Beijing No. 1 Machine Beijing Pioneer Up Lifter Houses
Tool Plant Co., Ltd.
B E — IR £} %’*E 5 ﬁf'ﬁ%x FE 160,000.00 160,000.00
BRA
Beijing Jingcheng Beijing Tianhai Industry Houses
Mechanical and Co., Ltd
Electronic Assets
Management Co., Ltd.
AL FURINHEE é& ERRETEERARA FE 680,000.00 680,000.00
ERAREER
Beijing Jingcheng The Company Houses
Mechanical and
Electronic Assets
Management Co., Ltd.
IR E R EE TR RAA] BEE 0.00 756,603.33
BREERTA
3.  Condition of Related Guarantee 3. BBRERER
Whether the
guarantee
Name of has been
Name of Guarantor the Guaranteed Guaranteed Amount Start Date Due Date  completed
ERREEE
EREER RERE AR EREHE fithys] 38R BiTTE
Beijing Jingcheng Machinery Beijing Tianhai Industry . 20,000,000.00 8/16/2016 5/13/2019  No
Electric Holding Co., Ltd. Co., Ltd
ERREREERE EEE IRRETEERAT 20,000,000.00 2016-8-16 2019-5-13 B
Beijing Jingcheng Machlnery Beijing Tianhai Industry 30,000,000.00 5/13/2016 5/13/2019  No
Electric Holding Co., Ltd. Co., Ltd.
IR R EERABREEAR LRREIEERAH 30,000,000.00 2016-5-13 2019-5-13 &
Beijing Jingcheng Machinery Beijing Tianhai Industry 20,000,000.00 1/28/2016 1/28/2019  No
Electric Holding Co., Ltd. Co., Ltd.
LRRBREERAREER I RREIEBBAR 20,000,000.00 2016-1-28 2019-1-28 &
Beijing Jingcheng Machlnery Beijing Tianhai Industry 30,000,000.00 12/29/2016 12/29/2019  No
Electric Holding Co., Ltd. Co., Ltd.
IR K EEREREEAR LT RRETIEBBAT 30,000,000.00 2016-12-29  2019-12-29 &
Beijing Jingcheng Machinery Beijing Tianhai Industry 30,000,000.00 5/27/2016 5/26/2019  No
Electric Holding Co., Ltd. Co., Ltd.
R R E Hﬁﬁﬁﬁiﬁ ERRETEERAR 30,000,000.00 2016-5-27 2019-5-26 &
Beijing Jingcheng Machlnery Beijing Tianhai Industry 40,000,000.00 1/22/2016 1/21/2019  No
Electric Holding Co., Ltd. Co., Ltd.
ERRRREEREREERA EERREIEEB AT 40,000,000.00 2016-1-22 2019-121 &

—RAEFFERE
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X. Related Party and Related Transactions
(Continued)

() Related Transaction (Continued) (Z) B3R 5 (|)
4.  Fund Lending of Related Parties 4. BEBLTESFHERE
Amount of
Name of Related Party Borrowing/Lending Borrowing Start Date Due Date Remark
BES AR KA/ fril KEeE fithgs] 38R B
Beijing Jingcheng Machinery Beijing Tianhai Industry 50,000,000.00 11/8/2016 5/8/2017 -
Electric Holding Co., Ltd. Co., Ltd
ERRBEEERERETAR IRRETEERAR 50,000,000.00 2016-11-8 2017-5-8 -
Beijing Jingcheng Machinery Langfang Tianhai High 83,000,000.00 9/11/2016 9/102017 -
Electric Holding Co., Ltd. Pressure Container
Co., Ltd.

I ERBEEIERERETAR B AR EREARERAT 83,000,000.00

2016-9-11 2017-9-10 -

5. Interest Expenses/Interest Incomes of Related Party 5. BEBAFNEERFEKA
Amount in the Amount in the
Current Year Previous Year
Name of Related Party g rELHE F5Ee%
Jingcheng Holding (Interest Expenses)  FIFEAY (F B 5 H) 5,932,713.89 5,672,133.34
Shandong Tianhai (Interest Incomes) IR (R BUA) 0.00 400,701.19

6. Compensation of Managers 6. EIEAHM

Amount in the Amount in the
Current Year Previous Year
Items HE AR TERERE EFERESE
Total Compensations NS 5t 6,002,422.66 4,970,853.66
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+ BB KBRS @)
(=) Bm S R ehEE

X. Related Party and Related Transactions
(Continued)
(llf) Balance of Exchange among Related Parties

1.  Receivable Items 1. FEWER
Closing Balance Opening Balance
ERGE FHIHE
Items Related Party Book Balance Bad Debt Reserves Book Balance  Bad Debt Reserves
CEESE ] RESE BRER FREHE SERER
Receivables Jiangsu Tianhai Special
Equipment Co., Ltd.
FEER IHAERERBARAR 8,765,614.27 87,656.14 7,287,737.25 72,877.37
Shandong Tianhai High
Pressure Container Co., Ltd.
IWRXESEARERAR 0.00 0.00 1,903,391.68 19,033.92
Other Receivables Jiangsu Tianhai Special
Equipment Co., Ltd.
E AR IHNEREEEARAR 382,273.18 5,096.13 14,148.92 141.49
Shandong Tianhai High
Pressure Container Co., Ltd.
IRXEREARERAH 21,180.00 211.80 0.00 0.00
Accounts Prepaid Shandong Tianhai High
Pressure Container Co., Ltd.
TR LERERBERRERAR 1,423,876.73 0.00 5,034,891.19 0.00
2.  Payable Items 2. [FE{EHE

Items Related Party Closing Balance  Opening Balance
HEEH BB FARGBE FHERER
Payables Beijing Jingcheng Industrial

Logistics Co. Ltd.
FERTRRK IR TEYRBRAE 1,202,227.27 1,202,227.27

Deposits Received

Shandong Tianhai High Pressure
Container Co., Ltd.
WERKXG=EREERAA

Tianjin Steel Pipe and Steel
Trading Co., Ltd
REHEMEZE HBRAF

Shandong Tianhai High Pressure
Container Co., Ltd.

0.00

21,452,293.35

2,056,366.20

38,407,665.90

FEUER K IWRRESERRERAT 3,340.00 0.00
Other Payables Beijing Jingcheng Machinery

EIectrig Holding Co., Ltd.
H AR ERFBHEEREREELRR 133,000,000.00  138,000,000.00

Special Payables

BRI

Tianjin Dawufeng Investment Co., Ltd.

REANEEBREEREEAT

Beijing Jingcheng Machinery Electric
Holding Co., Ltd.
ERRHEEEREREELQA

1,704,203.53

114,900,000.00

ERFHEERDBR AR

1,917,312.44

114,900,000.00
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X. Related Party and Related Transactions + BB KBRS @)
(Continued)
(IV) Compensation of Directors, Supervisors and (W) = - B R T 5
Employees
1.  The detailed compensation of directors and supervisors 1. ESERESWHFMFAFBOT
is shown as follows
Social
Insurance,
Housing
Fund and
Salary and Retired Stock
Allowance Pension Bonus Payment Total
teERR -
tEES
Item 5H FeREE  REAKS e  ROXH At
Amount in the Current Year RERER
Executive Director HITES
Wang Jun IE 163,791.00  54,180.00 181,565.00 399,536.00
Chen Changge BEE 255,000.00  54,180.00 230,826.00 540,006.00
Du Yuexi TLEREE 195,984.00  54,180.00 478,895.00 729,059.00
Li Junjie FER 229,500.00  54,180.00 256,326.00 540,006.00
Non-executive Director FHTES
Xia Zhonghua B 283,223.00  54,180.00 127,665.00 465,068.00
Fu Hongquan NER 251,743.00  51,656.16  119,050.00 422,449.16
Jin Chunyu 25E 222,180.00  54,180.00 115,925.00 392,285.00
Independent Non-executive Director BYFHTES
Wu Yan R 60,000.00 60,000.00
Liu Ning gz 60,000.00 60,000.00
Yang Xiaohui EEE 60,000.00 60,000.00
Fan Yong #E 60,000.00 60,000.00
Supervisor Ex
Chang Yun =4 211,859.00  54,180.00 109,970.00 376,009.00
Liu Zhe 25 183,600.00  54,180.00 299,880.00 537,660.00
Wang Yiging I=F 160,650.00  54,180.00  236,155.50 450,985.50
Total &t 2,157,530.00  539,276.16 2,396,257.50 5,093,063.66
Amount in the Previous Year TEREE
Executive Director HiTESR
Wang Jun I® 18,944.56 1,551.12 20,495.68
Chen Changge BRE 27,54823 155112 26,573.00 55,672.35
Li Junjie FER 328,861.44  17,648.64 310,169.00 656,679.08
Du Yuexi IR 19,088.56 1,551.12 20,639.68
Non-executive Director FHTES
Xia Zhonghua EhE 335,748.40  17,648.64  54,000.00 407,397.04
Jin Chunyu $HEE 184,066.70 10,697.04 194,763.74
Fu Hongguan NER 159,494.70  10,697.04 170,191.74
Independent non-executive Director BYFHTES
Wu Yan R 60,000.00 60,000.00
Liu Ning 3= 60,000.00 60,000.00
Yang Xiaohui BEE 60,000.00 60,000.00
Fan Yong B 60,000.00 60,000.00
Supervisor 2=z
Chang Yun () 274,725.40 17,648.64  54,000.00 346,374.04
Liu Zhe 5 252,361.38 17,648.64  260,863.00 530,873.02
Wang Yiging IsE 214,187.40  17,648.64 110,675.25 342,511.29
Total At 1,815,026.77  114,290.64 1,056,280.25 2,985,597.66
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+ BB RBEERRS @)
(W) B - EERBIHEM @

X. Related Party and Related Transactions
(Continued)
(IV) Compensation of Directors, Supervisors and
Employees (Continued)

2.  Five Persons with the Highest Compensation AUBRSHMAL
Of five persons with the highest compensation for the current NG E H B = A AT AL AR AL
year, 4 persons (4 persons for the previous year) are directors BSEMES(LEFE : 462) - HFr
and supervisors, and their compensation is recorded in the BE AT sE [+~ (P9).(1) » %ﬁ@)ﬂ
Note “X. (iv). (1) The compensation has been reflected in the E&WEE%&%% 7 B
compensation of directors and supervisors.The compensation Hth 16z (EFE : 142) E’\J%‘?@NZID
of the other 1 person (in the previous year: 1 person) is shown T
as follows:
Amount in the Amount in the
Current Year Previous Year
Item BH RERER CFERAR
Salary and Allowance e ROERL 204,000.00 220,999.98
Social Insurance, Housing Fund HERE  EEEEK
and Relevant Pension Costs MERIRRERA 54,180.00 49,010.04
Year-end Bonus FRiEe 279,480.00 251,601.00
Total aaf 537,660.00 521,611.02
Scope of Compensation: e -
Number of Number of
People for the People for
Current Year the Previous Year
Item | TEAH FFEAZ
Within HKD 1,000,000 77T 1,000,000 MW 5 5
HKD 1,000,001 to HKD 1,500,000 7578 1,000,001 =75 7T 1,500,000
HKD 1,500,001 to HKD 2,000,000 778 1,500,001 =% 7T 2,000,000
HKD 2,000,001 to HKD 2,500,000 771 2,000,001 2% 7T 2,500,000
3. At the track record period, there has been no director who RAEBLSES  BEERESNR
gives up or agrees to give up any compensation. At the track ZEXREREEMMETH - RE
record period, the Company has not paid any compensation B AR Tﬁ%ﬂﬁfﬂﬂ%
to any director, supervisor or five persons with the highest $ CEEg A REE AT
compensation as the reward for attracting them to join in (NEESCIE=A T’E?%”&%HEZ%?JD)\
the Company or reward for them when joining in or as the DAY YN LESE= 03 A =y =}
separation allowance. BERAH(E -
4. Compensation for Key Managers TEEEEHH

Compensation for key managers (including the amount
which has been paid and shall be paid to directors,
supervisors and senior management) is shown as follows:

ZEEEFN (BREN REN
;ﬁf CEERSREEENESH)
N :

Amount in the
Previous Year

Amount in the
Current Year

Item 1HH RERLEE FERLER
Salary and Allowance T RROERL 2,592,730.00 2,733,219.22
Social Insurance, Housing Fund teERe  TEESR

and Relevant Pension Costs HHRAR R 2R 652,082.16 163,867.68
Year-end Bonus FRAE S 2,757,610.50 2,073,766.76
Total At 6,002,422.66 4,970,853.66

EREEERDEBRAT - FFERE
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Xl. Contingency T HESHE
As of December 31, 2016, the Group has no significant contingency that H1E2016F 12 A31H ' A5EEFTZHREN
needs to be disclosed. BEAKBEFIE °

Xll. Commitments TZ EGRBIE
1. Significant Commitments 1. BERAHESBE

The signed leasing contracts of which the implementation is under
way or in ready, and financial influence of the leasing contracts

As at December 31, 2016, the Group, as the lessee, shall bear
the summarized minimum rent payable in future in the following
duration required for the irrevocable operating lease of the forest
plant project, etc.

ERMEAXERRTHNEESR R
MR E

MR2016F 12 A31H » A&E{EAEFA
ABL/RMRRE 518 B 2 1 Al aE A = 78
ERHER T AR MR R KERE S
SIEREERIBNT ¢

Amount in the Amount in the

Current Year Previous Year

Duration M TESHE FFESE
Within 1 Year T+1 Years —FELART+1 F 1,886,860.00 1,886,860.00
1 to 2 Years T+2 Years —EFT+2F 1,886,860.00 1,886,860.00
2 to 3 Years T+3 Years —E=FT+3F 1,886,860.00 1,886,860.00
After 3 Years T+3 years =T+3F A8 19,517,505.00 18,868,600.00
Total &t 25,178,085.00 24,529,180.00

2. Except for the aforesaid commitments, as at 2. BREWMAESESI #2016

December 31, 2016, the Group has no other
significant commitments.

F128318 > AEEEHMWE
RAGEEIHE o

XlIl. Events after Balance Sheet Date = EERGERARSE
1. Amounts Repaid after the Balance Sheet Date 1. EEEBROARCHESHE
Repayment Amount
Item | HELE
Big account collected in advance with aging AREQTRIB 1 Y R FEFE BRI 5,176,237.03
over one year
Other payables with aging over one year BREQTHRIA 1 F BV N FEE M FE (T 50 872,129.45

2. Except for the aforesaid Events after Balance 2.
Sheet Date that needs to be disclosed, the Group
has no other significant Events after Balance
Sheet Date.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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XIV.Other Important Matters

1.

To adapt to Beijing’s dispersal of non-capital core functionality and
accelerate the industrial restructuring of Beijing area, Beijing Tianhai
Industry Co., Ltd. — subsidiary of the Company signed the Letter
of Intent for Strategic Cooperation with LandgentSenior Living
Co., Ltd. on December 29, 2016; LandgentSenior Living Co., Ltd.
assisted the upgrading, reconstruction and industrial transformation
of Wufanggiao old industrial plant held by BeijingTianhai Industry
Co., Ltd. and jointly built pension service project by relying on
its professional advantages. Both parties tried their utmost to
promote to get the government'’s legal approval on changing land
purpose of project real estate held by Beijing Tianhai Industry Co.,
Ltd. and promote the land purpose to be applicable to the project
construction. After getting legal approval on changing the purpose
of the aforesaid land, both parties jointly set up a joint venture.

Beijing Tianhai Industry Co., Ltd. subscribed capital with the
status quo land usufruct and properties above ground (hereinafter
collectively referred to as “the Project Real Estate”) for the land
located at No. 9 Tianying North Rd., Chaoyang District, Beijing,
and held 45% equity of the joint venture; LandgentSenior Living
Co., Ltd. made capital contribution in the monetary form and held
55% equity of the joint venture; LandgentSenior Living Co., Ltd.
confirmed the amount of monetary contribution in accordance with
the ratio of shares agreed and the subscribed capital of the Project
Real Estate. LandgentSenior Living Co., Ltd. was fully responsible for
raising fund for the joint venture’s project at the later period.

To make up losses of Beijing Tianhai Industry Co., Ltd. with
respect to equipment relocation, production halt, personnel
dismissal, etc. arising from relocation and product change process,
LandgentSenior Living Co., Ltd. compensated Beijing Tianhai
Industry Co., Ltd. for RMB 0.163 billion yuan.

Except for the aforesaid commitments, the Group has no other
important matters.

BT R AR AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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BRI AL

From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

20164F 1 51 HZE20164F 12 A 31 H (R FE3RK M 5EBR = Bl BRSO
XV. Notes to Main Items in Financial Statements of

the Company
Other Receivables

BAARKETTIIR)

1. EHfbREBRK

TEBARMBHREREEEE R

Classification of Other Receivables (1) HttEKRSE
Closing Balance
ERGE
Book Balance Bad Debt Reserves
REGE HRER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%)  Book Value
Category E5 Ei ] EA (%) £E  FHRIAI(%) REEE
Other receivables which single BECHE NN EERERER
amount is significant with HEfEYH
single bad debt provision 0.00 0.00 0.00 0.00 0.00
Other receivables which bad debts ~ ZiEREREEEATRERER
are provided by combination HE N
of credit risk features 345,100,000.00 100.00 0.00 0.00 345,100,000.00
Combination of related parties AREERNESAEA
within the scope of combination 345,100,000.00 100.00 0.00 0.00 345,100,000.00
Other receivables which single BB EAEEE RERER
amount is insignificant but HIE eI
with single bad debt reserve 0.00 0.00 0.00 0.00 0.00
Total &it 345,100,000.00 100.00 0.00 0.00 345,100,000.00
(Con't) (B=R)
Opening Balance
EigE
Book Balance Bad Debt Reserves
RERE SRER
Proportion of
Proportion Withdrawing
Amount (%) Amount (%) Book Value
Category i) Fa £ f71(%) &8 FHRHAI%) e
Other receivables which single BESEE NV BERERER
amount is significant with HEREKH
single bad debt provision 0.00 0.00 0.00 0.00 0.00
Other receivables which bad debts ~ ZiEREREEATRERER
are provided by combination RVEL RN
of credit risk features 342,700,000.00 100.00 0.00 0.00 342,700,000.00
Combination of related parties AREENERAES
within the scope of combination 342,700,000.00 100.00 0.00 0.00 342,700,000.00
Other receivables which single BEGEIEAEEENRERER
amount is insignificant but HEf Y
with single bad debt reserve 0.00 0.00 0.00 0.00 0.00
Total fit 342,700,000.00 100.00 0.00 0.00 342,700,000.00

Receivables which bad debts are provided by combination of

Heh - REARBRERAESFIBERERTN

credit risk features in combination FEURBR TR
Closing Balance
FREAHE
Provision of
Other Bad Debt Withdrawing
Receivables Reserves (%)
Name of Company BUER H fth R BIRER  FHREEAI(%)
Beijing Tianhai Industry Co., Ltd.  ERKETEEFRAA 345,100,000.00 0.00 0.00
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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XV. Notes to Main Items in Financial Statementsof TH B AT EHERETEIEHIE

the Company (Continued) (&)
1. Other Receivables (Continued) 1. HEREK @)
(2) The category of other receivables as per the nature of (2) HUEWRERREHEIEBR
amount
Closing Book Opening Book
Balance __ Balance
Nature of Amount MIEME FEREREEE FHRRE R
Concerned Loans IR Bk i X 340,000,000.00  340,000,000.00
Concerned Accounts BZAEDN 5,100,000.00 2,700,000.00
Total &5 345,100,000.00 342,700,000.00
(3) Other receivables collected as per the debtors: B) BRARITBENHMEWRIRE
I
Proportion
to Total
Amount of
Closing
Balance Closing
of Other  Balance of
Nature of Receivable Bad Debt
Name of Company Amount Closing Balance Aging (%) Reserves
1hE A
maRER
BHREAH HIRE
BUEH MIEME FREHEE IR EEBI(%) FREFEE
Beijing Tianhai Industry Co., Ltd Loans 2-3 Years
ERREBEIXEERAT a5k 340,000,000.00 2-3% 98.52 0.00
Beijing Tianhai Industry Co., Ltd Concerned
ERREIEERAF Accounts 1-2 Years
AR AE 2R 5,100,000.00 1-2 6 1.48 0.00
Total
CH 345,100,000.00 - 100.00 0.00
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(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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XV. Notes to Main Items in Financial Statements of TH B AT EHERETEIEHIE

the Company (Continued) (4&)
2. Long-term Equity Investment 2. REBRERE
(1) Classification of Long-term Equity Investment (1) FREUBRERESE
Closing Balance Opening Balance
FEREAE FARE
Provision for Provision for
Book Balance  Impairment  Book Value  Book Balance Impairment Book Value
Item i RERE HEERE REEE FHAE HEER REEE
Investment to Subsidiaries HFDARE 694,842,724.41 0.00 694,842,724.41 694,842,724.41 0.00 694,842,724.41
(2) Investment to Subsidiaries 2 HFRAFTRE
Provision for Closing Balance
Impairment of Assets
Opening Increase in the Decrease in the Closing inthe  Impairment
Balance  Current Year  Current Year Balance  Current Year Provisions
‘ REHR  REER
Invested Equity RREEN FNRE REEM FERD FRHE BEER FRBE
Beijing Tianhai Industry Co., Ltd ~ JtRABIE
BRAT 552,798,696.31 0.00 0.00 ' 552,798,696.31 0.00 0.00
Jingcheng Holding (Hong Kong) 2k (B5)
Co., Ltd BRAH] 142,044,028.10 0.00 0.00 ' 142,044,028.10 0.00 0.00
Total EH 694,842,724.41 0.00 0.00 ' 694,842,724.41 0.00 0.00
3. Business Incomes and Business Costs 3. EEBRAMEERE
Amount in the Current Year Amount in the Previous Year
KEREH TEEER
Incomes Costs Incomes Costs
Item HE KA BA WA A
Other Businesses Hio %% 2,264,150.94 0.00  19,643,769.11 0.00
XVI.Approval on Financial Statements TR B RS HUE
The financial statements have been approved by the board of directors of ZFEM%?&%E@ZM 7F3R17BHEARAIESE
the Company on March 17, 2017. HERL -
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From January 1, 2016 to December 31, 2016
(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)
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Supplementary Information to Financial Statements BifSERBEZTER
1. Breakdown of Non-Recurring Profit and Loss for the 1. ZEFKEMIBRAPMAER
Current Year

(1) In accordance with the China Securities Regulatory Commission on (1) };z BRREAFEREER B e AR
Information Disclosure Regulations ‘s Explanatory Announcement RSN AREERERELENESR
No. 1 of for Companies Offering Their Securities to the Public — %E—E‘F#‘“ \E?E/\ (2008))HIHATE + A&
Extraordinary Profit and Loss (2008), the Group's extraordinary E 2016 FEILBHERNT ¢

profit and loss in 2016 is shown as follows:

Amount in the

Current Year Notes
Item o] rELE i
Profits and losses from disposal of non-current assets FNBEEREBR -2,091,562.94 VIS ~ 43+ 44
Unauthorized approval, or without formal approval, PR ol AR IE UL UK
or occasional tax return or exemption BERLOBURE - % 0.00
Government subsidies included into the current STAE BB R NBUTRE
profits and losses: 7,623,764.63 VIZS ~ 43
Fund possession costs included in the current profits and st A S EEZFSEES BRI
losses and collected from non-financial enterprises YeERFy ﬁ% ﬁﬁﬁ 5 0.00
The enterprise’s investment costs for acquisition of BEREFLAR - BadE
subsidiaries, joint venture and associated enterprises L& aﬁ%ﬁ’]&éﬁkl’ﬂ i
are less than the earnings from the fair value of the SHEBEZARRAEN
net identifiable assets of the invested entity that ERREE
the enterprise shall enjoy upon acquisition 0.00
Profits or losses from non-monetary assets exchange FEREEERRER 0.00
Profits or losses from the assets which are invested ZRIOARAXEREENER
or managed by others entrusted 0.00
Provision for asset impairments withdrawn due to AT ARZ - nEXBR
force majeure, such as natural disaster KEMRNZEEERNEER 0.00
Profits or losses from debt restructuring BRERER 7,837,291.67 VIS ~ 43
Enterprise restructuring charges rESHER 0.00
Profits or losses exceeding the fair value generated from R ZERBARAANI FELE
the transaction with the unfair transaction price HEBRALEED S HBR 0.00
Current profits and losses of the subsidiary from business [F— T Bl T RESHEER
merger under common control from the beginning REFNZEHEN
of the year to the date of consolidation E Hﬁ}ﬂéﬁn 0.00
Profits or losses from contingencies irrelevant to BAFEREESHERN
normal businesses of the Company iﬁ%lﬁﬁéﬁ’ﬁﬁ 0.00
Except for valid hedging business related to reqular BREIDAIE & E R M
business of the Company, profit and loss from BEREBREZEBIN - 55
change of fair value from trading financial assets XU ERAE RHMLR
and trading financial liabilities held, and investment BEEENALBEZYER
income from disposal of trading financial assets, NRERER S \?Eézﬂéf‘
trading financial liabilities and available-for-sale XHMe R EMA
financial assets %vﬂﬁ?ﬁlﬁﬁ’]&ﬁ”& 0.00
Reverse of provision for impairment of receivables BEEITRE AR A ERFIE
under single impairment test HEEFER 0.00
Profits or losses from entrusted loans HHNEREHIS KB 0.00
Profits or losses from changes in fair value of investment SRR (& ET%TLGW HTENRE
properties subsequently measured by fair value model EEMEN A BESDEL MBS 0.00
Influence on the current profits and losses by one-off RERY - G552 28
adjustment of current profits and losses according MBS B BTk
to the requirements of tax, accounting and other ARYEHBERNTE
laws and regulations 0.00
Custody fee income from entrusted operation ZRCEMEHAEERA 0.00
Other non-operating incomes and expenditures R BB Z M E A
other than the aforesaid items INRAFIS 5,461,209.00 VIS 43 44
Other profits and losses items in line with the definiton ~ EfFAFEEIEEE TS
of non-recurring profits and losses opEERSElE] 0.00
Subtotal NG 18,830,702.36
Influenced Amount of Income Tax BHYEE -6,387.83
Influenced Amount of Minority Equity (After-Tax) %ZHX%*E S B (Bik) 2,750,149.76
Total &t 16,086,940.43
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(Unless otherwise specified in the Notes to Financial Statements, the amount shall be denominated in RMB)

2016F 1 51 HZE20164F 12 A31 H (KR IEHEM R FRIFERRIN - HAAREITIIR)
R RERER @)

Supplementary Information to Financial Statements
(Continued)

2. Return on Equity and Earnings Per Share 2. FEEUWREREBRWREGS
In accordance with China Securities Regulatory Commission Compilation ERAEESFEEEEZE R ARBITES
Rules for Information Disclosure by Companies Offering Securities to the WAREERBREAAE IR —FEEKS
Public No. 9 — Calculation and Disclosure of Return on Equity and Earnings MG = K 5T E R B ER (2010 F{EET) YA
Per Share (Amendment in 2010), the Group’s weighted average return on HE AEB2016 FENMEELFEERZ
equity, basic earnings per share and diluted earnings per share in 2016 are X EARgRKGEIHEGRKENT
shown as follows:
Weighted Earnings Per Share
Mean R W=
Return on Basic
Equity (%) Earnings
g per Share Diluted EPS
BEE 2K e
Profits for the Reporting period s B A a2 K (%) R W SRk
Net Profits Attributable to Shareholders BN AR IREAFEFE
of Parent Company -23.31 -0.35 -0.35
Net Profits Attributable to Shareholders of MR T EREEB
the Parent Company after Deducting RER IR 895
Non-Recurring Profits and Losses -25.83 -0.39 -0.39
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Supplementary Information to Financial Statements B RBE T E R @)
(Continued)

3. Other information that needs to be disclosed 3. HtEERENEER
(1) Turnover (1) &z
The turnover shall include the received and receivable net sales & B IEE W R E T R AR R R
value of different types of cryogenic storage-transport vessels and REDREE  BHHEEREEREZ
spare parts and net value of service provision, and their analysis is FE - BT

shown as follows:

Amount in the Amount in the
Current Year Previous Year
Item BH rESLHE FEe8
Seamless steel gas cylinders i) 28 = 4% RO 488,346,102.32  520,020,428.88
Winding cylinders mEm 155,820,802.53 141,525,779.70
Cryogenic gas cylinders BRI 60,332,826.66 116,927,446.22
Cryogenic devices for storage and ERFES
transportation 63,767,750.90 70,270,824.89
Others EAh 95,439,593.65 188,772,839.85
Gross Sales HE AR 863,707,076.06 1,037,517,319.54
Minus: Sales Tax and Other w SHET R A NER
Additional Charges 12,487,149.78 10,730,945.87
Total &t 851,219,926.28 _1,026,786,373.67
(2) Taxes (2) ®i=E
Amount in the Amount in the
Current Year Previous Year
Item 1BH AESHE FFEe5
Corporate Income Tax in the Current Year EFEDEMSEM 1,651,706.37 1,054,544.72
Deferred Income Taxes RIEFTISHR -8,360.54 4,778,556.38
Total &% 1,643,345.83 5,833,101.10
(3) Stock Dividend 3B) RE
In 2016, there was no paid or suggested stock dividend, and since MR2016 FFEF LD N E BE K
the end of reporting period, there has been no suggested stock PNk %Hﬁ Al 4 SR AR B R A AR
dividend (In 2015: No). (20154F : #) -
Beijing Jingcheng Machinery Electric Company Limited ERFHEERGERA A
March 17, 2017 —O—tF=RA++tH
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Independent Auditor’s Letter on Continuing Related Party Transactions

B 5 B R R R

EI:—I MmE

To the Board of Directors of Beijing Jingcheng Machinery Electric
Company Limited (Company)

In accordance with our agreed terms of engagement dated December 5, 2016,
we have carried out procedures on the attached list of continuing related party
transactions entered into by the Company and its subsidiaries (collectively
referred to as “the Group”) for the year ended December 31st 2016 and
which the directors of the Company (the “Directors”) have advised us are to be
disclosed in the Company’s annual report for the year ended March 17th 2017
("the disclosed continuing Related Party Transactions”).

Directors’ Responsibility

The Directors are responsible for the completeness and accuracy of disclosures
of continuing related party transactions and the Company’s compliance with
the relative rules issued by the Stock Exchange of Hong Kong Limited in respect
of such transactions. This responsibility includes designing, implementing
and maintaining internal controls relevant to the identification, recording,
authorization and reporting of all continuing related party transactions.

Our independence and quality control

We abided by the requirements on independence and other moralities in Code
of Ethics for Professional Accountant issued by Hong Kong Institute of Certified
Public Accountants (“the Institute of Certified Public Accountants”), which are
formulated based on the basic principle of honesty, impersonality, professional
competence as well as required prudence, confidentiality and professional
behaviors.

On account of that we applied the No. 1 Hong Kong Quality Control Code
issued by the Institute of Certified Public Accountants; the maintenance of
overall quality control system includes making policies and procedures required
for abiding by relevant morality requirements, professional standards, applicable
laws and supervisions into written documents.

Auditor’s responsibilities

It is our responsibility to express a conclusion, based on our work, on the
disclosed continuing related party transactions and to report our conclusion to
you.

We conducted our engagement in accordance with <China Certified Public
Accountant Other Assertion Business Standards No.3101 — Assertion Business
Other Than Historical Financial Information Audit or Review>issued by China
Ministry of Finance and with reference to “Practice Note 740, Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules” issued
by Hong Kong Institute of Certified Public Accountant. We have planned and
implemented our works to obtain limited assurances for expressing our following
conclusions.

Our work consisted of making inquiries, primarily of persons responsible
for financial and accounting matters, applying analytical and other review
procedures and testing transactions on a sample basis where we considered
appropriate. Our work was substantially less in scope than an audit conducted
in accordance with China Audit Standards, 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
on the disclosed continuing connected transactions.

The nature and operation time of procedures implemented in limited
assurance business may be different from that of procedures implemented
in reasonable assurance business, and less than that in reasonable assurance
business. Therefore, the assurance level obtained in limited assurance business
substantially is lower that obtained in implemented reasonable assurance
business.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Inherent limitation

Furthermore, due to the nature of related parties and transactions, it was not
practical for us to determine whether the disclosed continuing connected
transactions and the books and records of the Group include all continuing
related party transactions. It was impracticable for us to quantify the potential
impact of this on the disclosures of continuing related party transactions in the
Company’s annual report. Accordingly, our report relates solely to the continuing
related party transactions that have been disclosed to us and in the books and
records of the Group made available to us.

Conclusion

Based on the foregoing, in respect of the disclosed continuing related party
transactions:

a. Nothing has come to our attention that causes us to believe that the
disclosed continuing related party transactions have not been approved by
the Company’s board of directors.

b. For transactions involving the exchange of goods or services by the Group,
nothing has come to our attention that causes us to believe that the
transactions were not, in all material respects, in accordance with the
pricing policies of the Company.

C. Nothing has come to our attention that causes us to believe that the
transactions were not entered into, in all material respects, in accordance
with the relevant agreements governing such transactions.

d. With respect to the aggregate amount of the continuing related party
transactions set out in the attached list of continuing related party
transactions, nothing has come to our attention that causes us to believe
that the disclosed continuing related party transactions have exceeded the
maximum aggregate annual value disclosed in the previous announcement
dated March 3rd 2014 and March 27th 2014, made by the Company in
respect of the disclosed continuing related party transactions.

Restrictions on the use of this letter

This letter is intended solely for the purpose of assisting you in respect of your
obligations under the Listing Rule 14A.38 with respect of continuing related
party transactions. This letter is not intended to be, and should not be, used for
any other purpose and we expressly disclaim any liability or duty to any other
party in this respect including The Stock Exchange of Hong Kong Limited.

This letter should not be distributed to any other parties save that we agree that
a copy of this letter may be provided by the Company to The Stock Exchange of
Hong Kong Limited without further comment from us.
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HERERXZNIBMERTAIRT

List of Continuous Related Party Transactions

HZE2016F 12 A31BLLFE

As at December 31st 2016 BERERZBE
RMB thousand
AREFT
Maximum Amount
Announcement Transaction annual incurred
Counterparty name date type upper limit in this year
BEFE
RBHER DNERH HRS LR AEREE
Tianjin Pipe Steel Trade Co., Ltd. March 3, 2014/March 27, 2014 Procurement of cylinder pipe  Not exceed 300,000 65,844
REAEREEHBRAA 2014%3A3H,/201453/278 RERRE N3 300,000
The No. 1 Branch of Beijing March 3, 2014 Procurement of cylinder billet ~ Not exceed 26,000 0
Global Industrial Supply 2014F3A3H FERR - @7 i 26,000
R IEMRERDAE-HAA
Beijing Jincheng Machinery Electric March 3, 2014 House rental (rented) 680 680
Asset Management Co. Ltd 20144330 EERE(EA)
IR EEEERAREELA
1. Related Party and Related Transactions — B REHRS
(I) Related Party Relationships (—) AL E@E
1.  Controlling Shareholder and Ultimate Controlling Party 1. ERRRRSKESS
(1)  Controlling Shareholder and Ultimate Controlling (1) BERERRREELE
Party
Shareholding  Proportion (%)
Name of Controlling Shareholder Registered Ratio (%) of Voting Right
and Ultimate Controlling Party Registration Place Business Nature Capital to the Company to the Company
HEATH  HALAN
BRBRRRBAEHLEE it EBnE AMER BREAI(%)  RABHE (%)
Jingcheng Machinery Electric Holding Co., Ltd. Chaoyang District, State-owned Capital ~ RMB 2,010,987,100 4330 4330
SRR ERRARERA Beijing City yuan
trmahe BE4E 201,098,718
(2) Registered Capital of Controlling Shareholder and 2) ERBEREHIMELIRE
the Changes (Unit: RMB 10,000 Yuan) B (Efy - B)
Increase in Decrease in
Controlling Shareholder Opening Balance  the Current Year  the Current Year  Closing Balance
BRRR 88 RELEN EERY ERBE
Beijing Jingcheng Machinery FRREEEREREAAR 201,098.71 0.00 0.00 201,098.71
Electric Holding Co., Ltd.
(3)  Shareholding or Equity of Controlling Shareholder ) ERERYIEFRGEE
and the Changes (Unit: RMB 10,000 Yuan) wmRESE (B Br)
Amount of Shareholding Shareholding Ratio (%)
BREH BRI (%)
Controlling Shareholder Closing Balance Opening Balance Closing Ratio  Opening Ratio
BRRR FRHE FOBE FRIH ERLLA
Beijing Jingcheng Machinery I RRHEEEREREELR 18,273.5052 18,062.00 4330 42.80

Electric Holding Co., Ltd.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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() Related Party Relationships (Continued)

1:_.1' mE

—  EBAREHZS
(—) BB AR @

B 5 8RR

2.  Subsidiary 2. TAF
Shareholding
Registration Registered Ratio (%)
Name of Subsidiary Prime Business Place Place Capital Direct Indirect Acquisition Method
o R 1(%)
FARER TEREL i HER B B BERd
Beijing Tianhai Industry Co., Ltd Chaoyang District, Chaoyang District, ~ USD61,401,800  100.00 0.00 Business Merger
ERRBIEBRAT Beijing City Beijing City 6,140.18 8% under Common Control
ERTHGE ERTHAGE —EHTREAN
Langfang Tianhai High Pressure Langfang City, Langfang City, RMB301,410,000 0.00 82.08 Business Merger
Container Co., Ltd. Hebei Province Hebei Province  30,141.00&7T under Common Control
B REEEAZERAT LR L&A —EH AN
Tianjin Tianhai High Pressure Tianjin Port Tianjin Port RMB225,578,400 0.00 55.00 Establishment
Container Co., Ltd Free Trade Zone Free Trade Zone 22,557 84 &L HAL
REREREAE ﬁ“ REAAT REBRHE REBRHE
Shanghai Tianhai Composite Songjiang District, Songjiang District, ~ USD3,017,400 0.00 87.84 Business Merger
Cylinders Co., Ltd. Shanghai City Shanghai City 301.748%n under Common Control
LEREEARBARAR HRTINIE FBTINIE —HAH T %A
Beijing Tianhai Cryogenic Daxing District, Daxing District, RMB40,000,000 0.00 75.00 Establishment
Equipment Co,, Ltd. Bejing City Beijing City 4,000.00 &7t L
FRRBERREERAR ERTARR ERMARR
Beijing Pioneer Up Lifter Co., Ltd Tongzhou District, Tongzhou District, ~ RMB20,000,000 0.00 100.00 Business Merger
S rERRE R EERAR Beijing City Beijing City 2,000.008 7T under Common Control
StRmEME StRmEME —EH AN
Beijing Minghui Tianhai Gas Storage  Tongzhou District Tongzhou District ~ RMB545,225,228 0.00 38,51 Establishment
Equipment Sales Co., Ltd. Beijing City Beijing City 54,522,508 &0 L
FTRABXERE ﬁfL SERmAME ERmENE
EHEHERRAR
BTIC AMERICA CORPORATION Houston, USA Houston, USA 1,200 shares 0.00 51.00 Business Merger not
KEENRR ZERATE ZERHTE 1,200% under Common Control
ER—EHTREAH
Jingcheng Holdings (Hong Kong) Hong Kong Hong Kong HKD1,000 100.00 0.00 Business Merger
Co., Ltd &b } 1,000 under Common Control
PR (E) ARAT - TR Ea s
3.  Associated Enterprises and Joint Ventures 3. EOERBMELE

The information of other joint ventures or associated
enterprises which produced balance for conducting related-
party transaction with the Company in this year or in the

earlier stage is shown as follows:

Name of Associated Enterprises or Joint Ventures

SRERBELEER

RNEERNFELBYH X5
o B A B RN ] B A RREE T R 5

ﬂ/ﬁﬁ%%ﬁﬁ’]ﬁmé%@iﬂﬁﬁ%

ERAT ¢

S

Relationship with the Company
BEARDNRHE

Shandong Tianhai High Pressure Container Co., Ltd.

WRRES

BRRERAA]

Jiangsu Tianhai Special Equipment Co., Ltd.

TERNBREEEERAT

Associated Enterprise

BERHE

Joint Venture

B

ERFHEERDBER AR

—RAEFFERE




Independent Auditor’s Letter on Continuing Related Party Transactions

1. Related Party and Related Transactions —  BEBAIREERXS @
(Continued)
() Related Party Relationships (Continued) (—) BBt S R (®)
4.  Other Related Parties: 4. HibE®HS
Name of Other Related Parties Relationship with the Company
HittEB s 278 BEARNFEEF
Beijing Jingcheng Mechanical and Electronic Other Enterprises under the Control of the Same
Assets Management Co., Ltd. Controllrng Shareholder and Final Controller
IRRHMEEEEERERAEEAT —PERR AR IR e S AR T PR Y E A (b 2
Beijing No. 1 Machine Tool Plant Other Enterprises under the Control of the Same
Jb S — R B ~ Controlling Shareholder and Final Controller
— VAR AR 3R I A AR ) T 1 ) Eo At 1 3
Global Industrial Supply Co., Ltd. Other Enterprises under the Control of the Same
IR T ERBR AR Controlling Shareholder and Final Controller
R — AR R AR T S E o %
Tianjin Steel Pipe and Steel Trading Co., Ltd Related Party of Minority Shareholders of Subsidiary
REMEMEE HERNF FRE DRV RIRE S
Tianjin Dawufeng Investment Co., Ltd. Minority Shareholders of the Subsidiary
RENEBREBEREEAF FRERDEIRE
(I) Related Transaction (=) AR5
1. Related Transaction of Sales of Commodities, 1. BiHEm EHANESILSHENE
Rendering and Receiving of Labor Services BR5
(1) Purchase of Commodities/Receiving of Labor (1) HFEBER BESLE
Services
Contents of Related Amount in the Amount in the
Related Party Transaction Current Year Previous Year
k] AR HNE rERER FERAE
Tianjin Steel Pipe and Steel Trading Co., Ltd Raw Materials 10,230,228.55 97,339,672.26
REREREEHERAA] [RATHE
Shandong Tianhai High Pressure Container Co., Ltd. ~ Gas Cylinder 0.00 31,513,450.83
LWERXESEREERA behii]
Toral 65,844,508.50 128,853,123.09
At
(2) Sales of Commodities and Rendering of Labor (2) HEBRD EHEHK
Services
Contents of Related Amount in the Amount in the
Related Party Transaction Current Year Previous Year
k] AR HNA RERER FERAE
Jiangsu Tianhai Special Equipment Co., Ltd. Sales of Goods 32,320,317.74 14,840,422.22
TENEEBEEERAR HERm
Shandong Tianhai High Pressure Container Co., Ltd.  Sales of Goods 37,993.16 0.00
LWRXESEREERA HER R
Total 32,358,310.90 14,840,422.22
At
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Related Party and Related Transactions
(Continued)
() Related Transaction (Continued)

2.  Information of Related Lease 2. EBEHESR
(1) Information of Accepting Lease (1) FH#EX
Rental Expenses Rental Expenses
Category of Recognized in Recognized in the
Name of Lessor Name of Lessee Leased Assets Current Year Previous Year
HEL R R AR HELEEE AERANEER LERANEEE
Beijing No. 1 Machine Tool Plant Beijing Pioneer Up Lifter Co,, Lid. Houses 160,000.00 160,000.00
I RE—HKE IREEREEERBARLA BE
Beijing Jingcheng Mechanical and
Electronic Assets Management Co., Ltd. Beijing Tianhai Industry Co., Ltd Houses 680,000.00 680,000.00
IRRKEAEERARALLA FRAEIEBRAR FE
Beijing Jingcheng Mechanical and
Electronic Assets Management Co., Ltd. The Company Houses 0.00 756,603.33
GRAHKE AEERERAEAR YN BE
3.  Condition of Related Guarantee 3. BEBERER
Whether the
Name of guarantee has
Name of Guarantor the Guaranteed Guaranteed Amount Start Date Due Date been completed
EREER RERTER EREE B8R HMAR  ERRACEEOR
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 20,000,000.00 8/16/2016 5/13/2019 No
Electric Holding Co,, Ltd. TRREIEERAT T
R B EREREEAT
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 30,000,000.00 5/13/2016 5/13/2019 No
Electric Holding Co,, Ltd. TRREIEER AR %
IR ERRERERAE
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 20,000,000.00 1/28/2016 1/28/2019 No
Electric Holding Co,, Ltd. IRREIEERAT T
R KB EREREEAT
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 30,000,000.00 121292016 12/29/2019 No
Electric Holding Co,, Ltd. IRREIEERAT &
FR AR EERERERARR
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 30,000,000.00 5/27/2016 5/26/2019 No
Electric Holding Co,, Ltd. TRREILERRT i
R EEREREEAR
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd. 40,000,000.00 1/22/2016 1/21/2019 No
Electric Holding Co., Ltd. FRRETEARDA &

EREHEEERERE AL

ERFHEERDBER AR

—RAEFFERE
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Independent Auditor’s Letter on Continuing Related Party Transactions
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1. Related Party and Related Transactions —  BEBAIREERXS @
(Continued)
() Related Transaction (Continued) (Z) B3R 5 (|)
4.  Fund Lending of Related Parties 4. BEBLTESFHFRE
Name of Related Party Borrowing/Lending Amount of Borrowing Start Date Due Date Remark
BB 2B wA/ HfatE BRA B i)
Beijing Jingcheng Machinery Beijing Tianhai Industry Co., Ltd 50,000,000.00 11/8/2016 5/8/2017 -
Electric Holding Co., Ltd. FRAEIEERAE]
IR ERREREEAR
Beijing Jingcheng Machinery Langfang Tianhai High Pressure 83,000,000.00 91172016 91012017 -
Electric Hold\ng Co., Ltd. Container Co., Ltd.
LFRHREERERELAT  BHRIBEASERAT
5. Interest Expenses/Interest Incomes of Related Party 5. BEBAFNEERFERA
mount in the Amount in the
Name of Related Party A Current Year Previous Year
B AR rELE L5828
Jingcheng Holding (Interest Expenses) MR (RIS ) 5,932,713.89 5,672,133.34
Shandong Tianhai (Interest Incomes) m%ﬂ (FIEHA) 0.00 400,701.19
6. Compensation of Managers 6. B A
Amount in the Amount in the
Items Current Year Previous Year
LEEL AERER FEREE
Total Compensations HMast 6,002,422.66 4,970,853.66

(llf) Balance of Exchange among Related Parties

(=) AR TS 1 2RERER

1.  Receivable Items 1. FEWER
Closing Balance Opening Balance
ERHE ERRE

Items Related Party Book Balance Bad Debt Reserves Book Balance Bad Debt Reserves
BEER B 5 RESE BRER RESE BRER
Receivables Jiangsu Tianhai Special Equipment Co., Ltd. 8,765,614.27 87,656.14 7,281,737.25 72,871.37
FEERRR IHENEREERERAA

Shandqngjianhai High Pressure Container Co., Ltd. 0.00 0.00 1,903,391.68 19,033.92

WRKEREARERAR
Other Receivables Jiangsu Tianhai Special Equipment Co., Ltd. 382,273.18 5,096.13 14,148.92 141.49
Eft WK IHRRERELEERAR

Shandong Tianhai High Pressure Container Co., Ltd. 21,180.00 211.80 0.00 0.00

WRREREARERAR
Accounts Prepaid Shandong Tianhai High Pressure Container Co., Ltd. 1,423,876.73 0.00 5,034,891.19 0.00

B

WRAEEERZERAH
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Related Party and Related Transactions

(Continued)
() Balance of Exchange among Related Parties

(Continued)
2.  Payable Items 2. [FE{EE
ltems Related Party Closing Balance Opening Balance
RS il FRHE 8T
Payables Beijing Jingcheng Industrial Logistics Co. Ltd. 1,202,227.27 1,202,227.27
FANEE ERRBIXMRERAR
Shandong Tianhai High Pressure Container Co., Ltd. 0.00 2,056,366.20
WRKEEBREERAR
Tianjin Steel Pipe and Steel Trading Co., Ltd 21,452,293.35 38,407,665.90
REHERHEHERAR
Deposits Received Shandong Tianhai High Pressure Container Co., Ltd. 3,340.00 0.00
TR RN ERERRERAR
Other Payables Beijing Jingcheng Machlnery Electric Holding Co., Ltd. 133,000,000.00 138,000,000.00
ity R EEREREL
Tianjin Dawufeng Investment Co., Ltd. 1,704,203.53 1,917,312.44
RENEEREEREEAR
Special Payables Beijing Jingcheng Machinery Electric Holding Co., Ltd. 114,900,000.00 114,900,000.00
EEEMH IR EEREREEAR
(IV) Compensation of Directors, Supervisors and () E=E - ES KRBT HE
Employees
1.  The detailed compensation of directors and supervisors 1. EERESEHNFBEENOT
is shown as follows
Social Insurance,
Salary Housing
and Fund and Stock
Item Allowance Retired Pension Bonus Payment Total
HERE
FEES
HHE HeREH RERE #e R XA A%
Amount in the Current Year RERER
Executive Director HTES
Wang Jun Ig 163,791.00 54,180.00 181,565.00 399,536.00
Chen Changge BEE 255,000.00 54,180.00 230,826.00 540,006.00
Du Yuexi THERE 195,984.00 54,180.00 478,895.00 729,059.00
Li Junjie FER 229,500.00  54,180.00  256,326.00 540,006.00
Non-executive Director FHTES
Xia Zhonghua B 283,223.00 54,180.00 127,665.00 465,068.00
Fu Hongquan RER 251,743.00 51,656.16  119,050.00 422,449.16
Jin Chunyu SEFE 222,180.00 54,180.00 115,925.00 392,285.00
Independent Non-executive Director ﬁl#?ﬁlﬁﬁ?
Wu Yan Rk 60,000.00 60,000.00
Liu Ning %\J 60,000.00 60,000.00
Yang Xiaohui R 60,000.00 60,000.00
Fan Yong ] 60,000.00 60,000.00
Supervisor Ex
Chang Yun B 211,859.00 54,180.00 109,970.00 376,009.00
Liu Zhe 2 183,600.00 54,180.00 299,880.00 537,660.00
Wang Yiging IzE 160,650.00  54,180.00  236,155.50 450,985.50
Total &t 2,157,530.00 539,276.16  2,396,257.50 5,093,063.66

ERFHEERDBR AR
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1. Related Party and Related Transactions

(Continued)
(IV) Compensation of Directors, Supervisors and

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

Employees (Continued)

The detailed compensation of directors and supervisors
is shown as follows (Continued)

— BB KEBRS

()

Social Insurance,

&)

BEE  EERBIEHFM @

1. EERESWHFMHBDT (8)

Salary Housing
and Fund and Stock
Item Allowance Retired Pension Bonus Payment Total
HERE
fEES
ER HEREH REKE ®e BRAxM A5t
Amount in the Previous Year LEREE
Executive Director HiTES
Wang Jun TE 18,944.56 1,551.12 20,495.68
Chen Changge BRE 27,548.23 1,551.12 26,573.00 55,672.35
Li Junjie BEA 328,861.44 17,648.64  310,169.00 656,679.08
Du Yuexi THERE 19,088.56 1,551.12 20,639.68
Non-executive Director FanES
Xia Zhonghua B 335,748.40 17,648.64 54,000.00 407,397.04
Jin Chunyu SEE 184,066.70 10,697.04 194,763.74
Fu Hongquan RER 159,494.70 10,697.04 170,191.74
Independent non-executive Director BV FHTES
Wu Yan R 60,000.00 60,000.00
Liu Ning 2= 60,000.00 60,000.00
Yang Xiaohui THEE 60,000.00 60,000.00
Fan Yong LT 60,000.00 60,000.00
Supervisor Ex
Chang Yun B 274,725.40 17,648.64 54,000.00 346,374.04
Liu Zhe 214 252,361.38 17,648.64  260,863.00 530,873.02
Wang Yiging 55 214,187.40 17,648.64 110,675.25 342,511.29
Total it 1,815,026.77 114,290.64  1,056,280.25 2,985,597.66
Five Persons with the Highest Compensation 2. IHuESHMAL
Of five persons (4 persons for the previous year) with the NEEHM S =R RALF 4072

highest compensation for the current year, 4 persons are
directors and supervisors, and their compensation is recorded
in the Note “X. (iv). (1) The compensation has been reflected
in the compensation of directors and supervisors. The
compensation of the other 1 person (in the previous year: 1

person) is shown as follows:

EEMER(LFE : 4(\_7) '

B

PSR EE [+~ (29) (1) - 27
E&@%E%%&ﬁtim @HEF'

HEt 16z (EFE

T

Amount in the

17 ) B9 & B an

Amount in the

Iltem Current Year Previous Year
HE RERERE EERAR
Salary and Allowance e ROERL 204,000.00 220,999.98
Social Insurance, Housing Fund Rk FEES

and Relevant Pension Costs MABRRR RS AR 54,180.00 49,010.04
Year-end Bonus FIRiEE 279,480.00 251,601.00
Total At 537,660.00 521,611.02




Related Party and Related Transactions

(Continued)

(IV) Compensation of Directors, Supervisors and
Employees (Continued)

2.

Five Persons with the Highest Compensation (Continued)

Scope of Compensation:

1:_.1' MmE

B 5 B R AR

— BEERLEREEBRS @)
(W) B - EERBIHEM @

2.

Number of People

FREHMA L ()
HENEE -

Number of People

Item for the Current Year  for the Previous Year
5H REAH EFAH
Within HKD 1,000,000 77T 1,000,000 AR 5 5
HKD 1,000,001 to HKD 1,500,00 711,000,001 24T 1,500,00

HKD 1,500,001 to HKD 2,000,000 71,500,001 2871 2,000,000

HKD 2,000,001 to HKD 2,500,000 722,000,001 £#7. 2,500,000

At the track record period, there has been no director who 3. ROAERSE BIEEEESRK
gives up or agrees to give up any compensation. At the track BEHREREEMAMETM - RNE
record period, the Company has not paid any compensation B AR R EREAE
to any director, supervisor or five persons with the highest E -EEgAUGgaTMALS
compensation as the reward for attracting them to join in ERZM - tERRS|EZMA
the Company or reward for them when joining in or as the SN IMARR A BB SREN S E A
separation allowance. BERAE(E o

Compensation for Key Managers 4. FEEEEHM

ITEEEEHFM (2B REN
Z;E:'% CEERRREEENEE)
O -

Compensation for key managers (including the amount
which has been paid and shall be paid to directors,
supervisors and senior management) is shown as follows:

Amount in the Amount in the

[tem Current Year Previous Year
1HH BERLERE FERES
Salary and Allowance e RoERL 2,592,730.00 2,733,219.22
Social Insurance, Housing Fund HtERE TEES

and Relevant Pension Costs RABBBR IS A A 652,082.16 163,867.68
Year-end Bonus FIRIEE 2,757,610.50 2,073,766.76
Total At 6,002,422.66 4,970,853.66
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Section 13
E+=6

Internal Control
A ZB 4=

Responsibility statement and development of

internal control system

Beijing Jingcheng Machinery Electric Holding Co., Ltd.
2016 Internal Control Evaluation Report

To all shareholders of Beijing Jingcheng Machinery Electric Company
Limited:

According to the provisions of the Basic Standard for Enterprise Internal
Control, the internal control and its supporting guidance as well as the
other the internal control regulation requirements (hereinafter referred
to as “Corporate Internal Control Standard System”), combining with
the internal control system and evaluation methods of the Company,
based on the routine supervision and special supervision over the internal
control, we have evaluated the effectiveness of the internal control of
the Company as of 31 December 2016 (being the benchmark date of the
internal control evaluation report).

1. Important statement

According to the requirements of Corporate Internal Control
Standard System, Board of Directors of the Company is responsible
for establishing, improving and effectively implementing the
internal control, evaluating the effectiveness of the internal
control and disclosing the internal control evaluation report truly.
The supervisory committee shall supervise the internal control
established and implemented by the Board of Directors. The
Management is responsible for organizing and leading the routine
operation of the internal control of the Company. The Board, the
supervisory committee and the Directors, supervisors and senior
management officers of the Company confirm that information
contained in this report is true, accurate, and complete without any
false and misleading statements or material omissions, and assume
several and joint liability for the above.

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016
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Section 13 Internal Control
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l.  Responsibility statement and development of  — -~ AZFEHIEEE EH KA Ep Sl
internal control system (continued) HIERZER &

- EE%EE

1. Important statement (continued)

The objectives of the Company’s internal control are to reasonably
guarantee the authenticity and completeness of information of the
compliance, asset security, financial report and relevant information
of operation and management of the Company, improve the
operating efficiency and results, and promote the realization of
development strategies. Owing to the inherent limitations of the
internal control, reasonable guarantees shall only be provided for
realizing the above objectives. In addition, changes in situation
may result in that the internal control becomes inappropriate or
the extent to which the compliance with policies and process is
lessened. There may be certain risks in presuming the effectiveness
of future internal control according to the evaluation results of the
internal control.

Conclusion of the internal control evaluation
According to the recognition of material deficiencies in the internal
control over the Company’s financial reporting, on the benchmark
date of the internal control evaluation report, there are no material
deficiencies in the financial reporting. The Board is of the opinion
that, the Company has maintained, in all material respects, effective
internal control over financial reporting in accordance with the
requirements of Corporate Internal Control Standard System and
the relevant provisions.

According to the recognition of material deficiencies in the
internal control over the Company’s non-financial reporting, on
the benchmark date of the internal control evaluation report, the
Company has not identified any material deficiencies in the internal
control over non-financial reporting.

From the benchmark date of the internal control evaluation report
to the date of issuing the internal control evaluation report, there
are no factors that may impose any impacts on the result of the
effectiveness of the internal control.

ERFHEERDBRAR

TW*B? %IJE’JET?%/\I%%M
BEEHR BELRR ﬁ?fﬂ‘“iﬁiﬁﬁ
F%._EE%% 12 1o 45 AR R M AR
R (RHETIRERE - EEE’\W*BT gl
FENEARBRME  BEEAER it
BiZiREAERRE - &t&l\' EEEA‘E]/RE‘]
B AT A %ﬁ?ﬂ‘ﬁ? FIEBREE - 5
SRR ﬂl&ﬁqléﬁ’ﬁzfﬁ & 1R
T SR I A 45 SR HERI R 2R N B0 42
mAERERES— EE’JHBM

M W%Br*uéqusﬁn A

RIB A B 5 RS MR E S B R ER
REBN - RABPEHIFFE RS EE
B DY RS R e 6 B AR
% BEEERR  REDRRBREEAE
PR BE R RE N E R
%ﬁﬁ@%ﬁ?ﬁﬁ%%%ﬁ%ﬁ%@
1| o

*E%Ji T#Fﬁﬁ%iﬁiﬁﬂ*ﬁ %‘Eﬁﬁ}%ﬁé
R ‘\ S B R R ) BF {E e B

Ti’ﬁ?‘fﬁ%ﬁﬂwﬁim*ﬁ S
Kﬁ}%ﬁﬁ

B A RRHE 5T (B #R 5 0 B 2= R ER
RMERESHH A ZEREEZERNRE
%‘Jﬁ)&‘in‘vH Euﬁﬂ’].%

—R-AEFERSE




272

Section 13
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l.  Responsibility statement and development of

internal control system (continued)
3. Internal control evaluation

(i)

Scope of the internal control evaluation

The Company determines the main units, business and
events and high-risk areas that are included in the scope
of the internal control evaluation based on the risk-
oriented principle. Main entities included in the scope of
evaluation include: Beijing Jingcheng Machinery Electric
Company Limited’ headquarters, Beijing Tianhai Industry
Co., Ltd. and its subordinate companies. The subordinate
units of Beijing Tianhai Industry Co., Ltd. includes: Beijing
Minghui Tianhai Gas Storage and Transportation Equipment
Co., Ltd (“Minghui Tianhai”), Beijing Tianhai Cryogenic
Equipment Co., Ltd. (“Tianhai Cryogenic”), Langfang
Tianhai High Pressure Containers Co., Ltd. (“Langfang
Tianhai”) and Tianjin Tianhai High Pressure Container Co.,
Ltd. (“Tianjin Tianhai”). The total assets included in the
evaluation scope accounts for 97.50% of the consolidated
total assets of the Company, and the total operating
income accounts for 87.54% of the consolidated total
operating income of the Company; main business and
events included in the evaluation scope include: fund
activities, procurement business, asset management, sales,
research and development, guarantee business, financial
reporting, comprehensive budget, information systems
and human resources. Fund activities mainly include
financing activities (namely, preparation and approval of
financing scheme, formulation and implementation of
financing plan, assessment and accountability of financing
activities, repayment of funds raised), investing activities
(namely, preparation and approval of investment scheme,
formulation and implementation of investment plan, disposal
of investment assets), collection, payment and custody
of monetary funds (approval, re-check, balance point,
bookkeeping, reconciliation, bank account management,
bills and seal management), operating of funds (namely,
the links in monetary funds, reserves, production funds,
new reserves, new monetary fund) and other matters;
procurement businesses mainly included preparation of
demand and supply plan, application for procurement,
selection of suppliers, pricing, entering into framework
agreement or purchase contract, management of supply
process, acceptance, payment and vendor information
management, etc.; asset management mainly included
inventories (namely acceptance warehousing, warehousing
and deposition, acquiring and sending out, stock-tacking,
disposal of inventories and accounting treatment), fixed
assets(acceptance, registration, insurance, maintenance,
technical improvement, check, mortgage, lease, elimination,
sell, lease and accounting treatment), intangible assets
(acceptance, use, disposal, accounting treatment) and
other matters; sales business mainly included sales
program management, customer development and credit
management, sales pricing, entering into sales contract,
delivery of goods, receiving payment, customer service,
customer information management and other matters;
research and development mainly included project
initialization, R&D process management, conclusion and
acceptance, core R&D personnel management, development
and protection of results of R&D, evaluation of R&D activities.
The high-risk areas to which required to pay great attention
mainly included preparation and approval of financing
scheme, formulation and implementation of financing
plan, assessment and accountability of financing activities,
repayment of funds raised under financing activities, and

Beijing Jingcheng Machinery Electric Company Limited ~ Annual Report 2016

—_

HEER

—

(=)

P 222 1 25 4 28 9 I 0 892

15 (@)

BB I 5B TAETE R

W%?ﬂ?ﬁﬁi
A B % R R [ 28 ) R A RE E A
4?%.%1 B ¥EBANE
THA K S RBEL - AT EEH
BN EZSEMNBIE - b R R
ERGAERRBARE - bR KF
T¥ERQA IR KRETES
AR TBEAMND R A b RAF
BRXEREHEEHEEARA
A (B [BHEXRE])  JbRKE
RRREBRAT (5 [ XER
B BHRESERBERA
A (B [EHRE]) - XEXE
BEREERETAR (X
RRE])  MAFEBEEEGE
ERBEEAREGHRERBENE
1ﬁ;§§,i_ HEH)97.50% + & UL
AEHh AR EHRERBENE
BEIWABIERGT.54% i
&Fﬁlmi ¥BMEEE
B ESEH HBEY L&
B HEXE - HEEME
EREB - WB®RE 2EE
B rRENER EREL -
ANER -BLEHTERREE
Aéﬁﬂwﬁ EMRERE
# o T e BiEES
%gf@ﬁ%ﬂﬁ&%%~ﬁ%
gl HERERTE
RERR REEERE)
B oW RIRE (B4 - ?V
Moo ® - RofR - BER - RTTERP
EIE - EEMAOEERE) B
M%‘Mﬁiﬁﬁ HEES
RET - AEECIRA - MHORHE
BELIRET ﬁ%“%ﬁ%ﬂ%i
HIE KBEGET2RERES
SKEFBIEEREE AT S - B8 - BE

SR

D

HER - EERBER  FIUE
’%%Ta’%%%ﬁ?% %/\ﬂ B HIES
2 BN HERELSE

E#$E ﬁ? Eigﬁﬁr
& (BIER A JE - F%%

B BEES TTEE %
BRI - ;
50 BR - MR CRE
R HE - UKFE H ¢
il BRBERE)  BEE
BUE- B BE - ﬁﬁﬁ
EHE HEEBEDH
EAEIER  FPRATERG
BHEEE  FIUHEESR
BE WK BPRE &
EEREEE - AREMBEEE
BIEILR - EBEEE - B8
B ZLITEABNEIE - A
TR E - KR IRE - T
RS EEEH - BTN
SEBRESTIEBEEREHT
EELYNEE T RARAELE
o BIESEFE E*gﬁ
BEERYNEREFTEE HFE

U
Hﬂ

r”g



Section 13

l.  Responsibility statement and development of

internal control system (continued)
3. Internal control evaluation (continued)

(i)

(ii)

Scope of the internal control evaluation (continued)

preparation and approval of investment scheme, formulation
and implementation of investment plan and disposal of
investment assets under investment activities; preparation
of demand and supply plan, application for procurement,
selection of suppliers, pricing, entering into framework
agreement or purchase contract, management of supply
process, acceptance, payment and vendor information
management under procurement businesses; sales
program management, customer development and credit
management, sales pricing, entering into sales contract,
delivery of goods, receiving payment, customer service,
customer information management and other matters under
sales businesses.

The entities, businesses and events and high-risk areas
that are included in the above-mentioned evaluation scope
cover the main aspects of the Company’s operation and
management without material omission.

Working basis of internal control evaluation and
recognition standards for deficiencies

The Company organized and conducted its internal control
evaluation in accordance with the Basic Standards for
Corporate Internal Control.

In view of the size of the company, industry characteristics,
risk preference and tolerance, the Board of Directors, in
accordance with the requirements for material, major and
general deficiencies as specified in the enterprise internal
control standard system, differentiated financial reporting
related and non-financial reporting related and formulated
specific standards for recognition of deficiencies that is
applicable to the Company, which are in consistent with
those of past years. The recognition standards of internal
control deficiencies defined by the Company are as follows:

1. The recognition standards of financial reporting
related internal control deficiencies
Quantitative standards for evaluation of financial
reporting related internal control deficiencies defined
by the Company are as follows:

Material deficiencies: potential misstatement of
operating income: misstatement =0.5% of the total
operating income; potential misstatement of total
profit: misstatement =5% of the total profit; potential
misstatement of total assets: misstatement =0.5%
of the total assets; potential misstatement of equity:
misstatement =0.5% of the total equity.
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Internal Control

BRIz

l.  Responsibility statement and development of

internal control system (continued)

3. Internal control evaluation (continued)

(ii) Working basis of internal control evaluation and
recognition standards for deficiencies (continued)

1.

The recognition standards of financial reporting
related internal control deficiencies (continued)
Major deficiencies: 0.2% of the total operating income
< misstatement <0.5% of the total operating income;
2% of the total profit < misstatement <5% of the
total profit; 0.2% of the total assets < misstatement
<0.5% of the total assets; 0.2% of the total equity
<misstatement <0.5% of the total equity.

General deficiencies: misstatement <0.2% of the
total operating income; misstatement <2% of the
total profit; misstatement <0.2% of the total assets;
misstatement <0.2% of the total equity.

Qualitative standards for evaluation of financial
reporting related internal control deficiencies defined
by the Company are as follows:

Material deficiencies: Separate deficiency or together
with other deficiencies lead to the failure to avoid,
identify or correct the material misstatement in the
financial reporting on a timely basis. In case of the
occurrence of the following situations, material
deficiencies are recognised:

Ineffective control environment;

The misconduct committed by directors, supervisors
and members of senior management officers;

The external audit identifies material misstatement
in the current financial report which has not been
identified by the Company during its operation;

Material deficiencies identified and reported to
the management have not been rectified after a
reasonable period of time;

The supervision of the Company’s audit committee
and department of audit and legal affairs over the
internal control is proved to be ineffective;

Other deficiencies which may affect the correct
judgment of the statement users.

Major deficiencies: Separate deficiency or together
with other deficiencies lead to the failure to avoid,
identify or correct the misstatement in the financial
reporting on a timely basis, which does not reach or
exceed the level of importance but is still worth the
attention of the management.

General deficiencies: Other internal control
deficiencies that do not constitute material or major
deficiencies.
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Section 13

l.  Responsibility statement and development of

internal control system (continued)

3. Internal control evaluation (continued)

(ii) Working basis of internal control evaluation and
recognition standards for deficiencies (continued)

2.

The recognition standards of non-financial
reporting related internal control deficiencies
Quantitative standards for evaluation of non-financial
reporting related internal control deficiencies defined
by the Company are as follows:

Material deficiencies: Direct property losses amount
was more than RMB10 million and have material
adverse effects on the Company and are disclosed by
way of announcement;

Major deficiencies: Direct property losses amount
of between RMB1 million and RMB10 million
(inclusive) or the imposition of punishment by national
government authority which does not adversely affect
the Company;

General deficiencies: Direct property losses amount
of less than RMB1 million (inclusive) or the imposition
of punishment by government authority at or below
provincial level which does not adversely affect the
Company.

Qualitative standards for evaluation of non-financial
reporting related internal control deficiencies defined
by the Company are as follows:

Material deficiencies:

In case of the occurrence of the following situations,
material deficiencies are recognised:

Violation of the State’s laws, regulations or regulatory
documents;

Unscientific material decision-making process;

Lack of systems are likely to result in systemic failures;

Material or major deficiencies are not rectified;

Other situations that materially affect the Company.

Major deficiencies: Save for above, deficiencies for
which the severity and economic consequences are
less than material deficiencies but which still shall be
taken seriously by the Board and management, shall be
regarded as major deficiencies.

General deficiencies: Other internal control
deficiencies that do not constitute material or major
deficiencies.
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Internal Control
A ZB 4=

Responsibility statement and development of
internal control system (continued)

3. Internal control evaluation (continued)
(iii) Recognition of internal control deficiencies and

rectifications

1. Recognition of internal control deficiencies in
financial reporting and rectifications
According to the standards for recognition of internal
control deficiencies in financial reporting, during the
Reporting Period, the Company has no material and
major deficiencies in the internal control over financial
reporting.

2. Recognition of internal control deficiencies in
non-financial reporting and rectifications
According to the above-mentioned standards for
recognition of internal control deficiencies in non-
financial reporting, during the Reporting Period, the
Company has no material or major deficiency in the
internal control over non-financial reporting.

4. Explanation on other significant matters

concerning internal control
None

Beijing Jingcheng Machinery Electric Company Limited
The Board of Directors

17 March 2017

Auditors’ Report on Internal Control Over

Financial Reporting
Internal Control Over Financial Reporting

Xin Kuai Shi Bao Zi [2017] No. ZB10248

To all shareholders of Beijing Jingcheng Machinery Electric
Company Limited:

We have audited the effectiveness of internal control over financial
reporting of Beijing Jingcheng Machinery Electric Company Limited
(hereinafter referred to as “the Company”) as of 31 December 2016
based on criteria established in Audit Guidelines for Enterprise Internal
Control and related standards established in the Professional Standards for
Certified Public Accountants of China.
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Section 13 Internal Control
F+=68 wIpE4

Auditors’ Report on Internal Control Over — R EHESTRENEEER

Financial Reporting (continued) i BH (@)

1. The Company’s responsibilities regarding the — EEHRBPEHOEE
internal control
According to Basic Standards for Enterprise Internal Control, LR E ARSI ERRE) (b
Implementation Guidelines for Enterprise Internal Control and AEBEH ER IS - (ZEREBIEHIFE
Guidelines for Evaluation and Assessment on Effectiveness of 1“?5 SIDEIRE - BN EBEURE
Enterprise Internal Control, the Company’s board of directors is WEES - WHEEARMER BAA
responsible for maintaining effective internal control over financial EEgMET-

reporting and assessment of the effectiveness of internal control
over financial reporting.

2. Responsibilities of Certified Public Accountants — - EMEHMNER
Our responsibility is to express an opinion on the effectiveness ﬁ‘cﬂ“iﬂ’] S EREEME TIEREGE
of the Company’s internal control over financial reporting and ' ;Tﬁﬂ‘“#&iﬂﬂ*ﬁ GIESESEYE \E?’fv‘%:z
to disclose any material weaknesses of internal control over non- %d‘ R WEDT BRI ER B REA
financial reporting matters we noticed based on our audit. ER ¥R I Y & KR PE A fﬂﬂiﬁg °

3. Inherent Limitations of Internal Control = ABEHNEERREM
Because of its inherent limitations, internal control over financial AEEFHIEEEERBRME - FETHE
reporting may not prevent and detect misstatements. Also, IEAIZE IR SR IRAV AT RE L  LESD - EEEA\EE
projections of any evaluation of effectiveness to future periods /RE’];MT LR ARG ST A
are subject to the risk wherein controls may become inadequate B I HBUR fD%ﬁ;F’LﬂE‘E’JEFM
because of changes in conditions, or wherein the degree of K - $ETJ’EW*B? 2B 5T 45 R ORI R 2R A
compliance with the policies or procedures may deteriorate. AR HIm AR AE —FEREE

4. Opinion on Audit regarding the internal control g~ BP SR E AEREFI BT B
over financial reporting
In our opinion, the Company maintained, in all material respects, BMRAE - NAEIFR 20164 12 A 31
effective internal control over financial reporting as of 31 December =] &E”@t%W*BT I Z AN A8 &5 ) FIAE
2016, based on Basic Standards for Enterprise Internal Control and HEMMBERNSTHRRE T BRI
the relevant provisions. s MBI o

BDO China Shu Lun Pan Certified Public Accountant of China: Yan Yanfei

VEEFHMERR (BHREEEE) PEIG & EtED - EEE R

Shanghai, China

FEl e 1

Certified Public Accountant of China: Li Mojun
PRI EEtaD - ZHE
17 March 2017
—O—+t%F=A++H

ERFTHEERDERAIT T FFERS

277




Section 14 Corporate Bonds
E+IE QRESFEREER

“[JApplicable” “v Not applicable” A v AER
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Section 15 Five Years’ Financial Summary
E+HE DFEERE

The audited consolidated operating results and the audited balance sheet of the ARG EZE2016FE 12 A31BILEFENAEEFEZ

Company for each of the five years ended 31 December 2016 were summarized EBFEGAKERRENBETEEENRBEBRERLN
as follows: T
(1) Operating Results (Prepared under PRC — B (RIEE SRR
Accounting Standards) ®)
2016 2015 2014 2013 2012
RMB’0,000 RMB'0,000 RMB'0,000 RMB'0,000 RMB'0,000 RMB'0,000
AR¥BER AREET AREET AREET AREET AREER
(after (before
adjustment) adjustment)
(#EH) (FH%30)
Turnover L 88,952.53 107,659.63 180,633.31 282,819.43 282,819.43 304,527.55
Total profit FEms -17,901.45 -29,088.61 1,804.62 -10,462.44 -10,500.44 -10,952.77
Taxation FEHER 164.33 583.31 503.42 45478 454.78 1,421.36
Net profit attributable ~ RBREAARR
to shareholders of EopESlE
parent company -14,878.76 -20,781.74 2,141.62 -10,759.77 -10,823.90 -12,445.69
Fquity attributable to ~ BREARRRER
the shareholders of
parent company 56,519.78 71,266.31 91,953.06 77,527.17 80,357.33 143,675.01
Minority equity SR EER 40,668.75 43,731.05 52,522.87 35,852.66 36,006.50 17,509.81
(2) Assets and liabilities (Prepared under PRC  BEREE(RETRSHELRS)
Accounting Standards)
2016 2015 2014 2013 2012
RMB’0,000 RMB'0,000 RMB'0,000 RMB'0,000 RMB'0,000 RMB'0,000
ARBER AREET AREET AREER AREET AREET
(after (before
adjustment) adjustment)
(F%%) (F%R)
Assets B
Current assets MEARE 76,242.27 87,756.35 123,966.10 157,073.98 157,073.98 218,324.16
Non-current assets FRBEE 108,748.62 119,992.87 126,822.24 125,862.10 125,862.10 161,969.04
Total assets gﬁf‘% 184,990.89 207,749.21 250,788.33 282,936.09 282,936.09 380,293.20
Liabilities &
Current liabilities mEas 73,983.05 79,230.83 92,885.40 153,581.46 153,425.46 212,766.38
Non-current liabilities FRBEE 13,819.31 13,521.03 13,427 15,974.80 13,146.80 6,342.00
Total liabilities BEE 87,802.36 92,751.86 106,312.40 169,556.26 166,572.26 219,108.38
Shareholders' Equity e ¥t
Equity attributable FRENFIRR R
to the shareholders
of parent company 56,519.78 71,266.31 91,953.06 77,527.17 80,357.33 143,675.01
Minority equity DR R 40,668.75 43,731.05 52,522.87 35,852.66 36,006.50 17,509.81
Shareholders’ Equity MR 97,188.53 114,997.36 144,475.93 113,379.83 116,363.83 161,184.82

ERFHEERDBRAR

—R-AEFERSE
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Section 16 Documents Available for Inspection
ETRE HENXHEIE

1. Original copy of the annual report, which has been signed by the Chairman.

1 HEESRRERANFEBRELA -

2. Original copy of the auditors’ report signed and chopped by the certified public accountant and
under the seal of the accountant firm.

2. HASHMEBMEER MR LESHOETRERM

3. The original copies of all documents and announcements of the Company publicly disclosed
during the Reporting Period in Shanghai Securities News and the websites of Shanghai Stock
Exchange and The Stock Exchange of Hong Kong.

3 BEHANE(LERS®R) - LEXSHME  FAMARSMERARMNE B EARE
BEBNMAARX M ERRAERE -

4. The Articles of Association of the Company.
4 RAER-

The above documents are available for inspection at the Office of the Board of Directors of the
Company, situated at No.2 Huo Xian Nan San Road, Huo Xian Town, Tongzhou District, Beijing, the
PRC.

AEEBEXHAIZARTEFTEMAZEH - it BP B R EMNRBHERFE =25 -

Chairman: Wang Jun

g2k EHE

Date of approval by the Board for submission: 17 March 2017
EFeltEREBE - 2017F3717H

Information on amendment
"CApplicable” "V Not applicable”

EFER
O@EA vhEHs
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