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Chairman’s Statement

ESRYF

Dear Shareholders,

The global economy continued to maintain a mild recovery
momentum in the first half of 2017. Major developed economies
steadily advanced on the whole as the Fed Reserve raised interest
rates twice, French and United Kingdom general elections caused
disturbances to the European market, the geopolitical situation
became tense and Japan’s economy continued to recover. Among
the emerging economies, China and India remained to be leaders
in economic growth. However, global imbalance existed without any
sign of structural robust growth, and there were still a lot of risks
and uncertainties. In the first half of 2017, global economic growth
rate rebounded to 2.7%.

In China domestically, the economy has kept growing amid
stability since last year. The reform in the supply side gained great
achievements, and more positive changes in the economic domain
signalled increasing factors supporting medium-to-high rate of
economic growth and development toward medium-to-high level,
further evidencing stable performance with good momentum for
growth. In the first half of the year, China logged gross domestic
product of RMB38,149 billion, representing a year-on-year increase
of 6.9%.

In the first half of 2017, China achieved a range of important
results with several countries in intensifying project cooperation,
promoting facility connectivity, expanding industrial investment
and strengthening financial cooperation at “the Belt and Road”
international cooperation summit forum, offering financial support
of over hundreds of billions of RMB through the Silk Road Fund,
the China Development Bank, the Export-Import Bank of China and
other financial institutions. Markets in the countries along “the Belt
and Road” route will continue to be growth points and drivers for
industrial development, providing a one-of-a-kind opportunity for
the further development of China’s foreign engineering contracting
industry.

As a PRC engineering contracting company first “going out”, we
have been proactively expanding our overseas business and have
established years of profound market foundation along “the Belt and
Road” route and completed quality constructions marking friendship
and cooperation with many countries and regions, building up a
sound brand image and reputation.
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BUSINESS REVIEW

In the first half of 2017, the warming world economy and continuous
release of the policy dividend of “the Belt and Road” initiative and
other positives factors provided long-term growth momentum for
China and the neighbouring regions and more market opportunities
for CMEC’s expansion into overseas markets. Meanwhile,
in response to the complex and ever-changing international
environment and intensified market competition, the Company
captured the opportunity, confronted the challenges and strived
amidst the difficulties, securing steady development as a whole. The
Company recorded a revenue of RMB9,374.7 million, gross profit
of RMB1,568.7 million and operating profit of RMB906.8 million in
the first half of 2017.

As one of the Group’s traditional core businesses, the International
Engineering Contracting Business contributed approximately 54.2%
of the Group’s total revenue. In particular, our performance in the
power and energy sector was the best. Revenue from that sector
accounted for approximately 68.1% of the total revenue of the
Group’s International Engineering Contracting Business, the gross
profit accounted for approximately 78.4% of total gross profit of
the International Engineering Contracting Business, and the gross
profit margin remained at an industry-leading level of approximately
24.7%.
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Chairman’s Statement

ESRYF

So far, the Group had undertaken engineering contracting projects
in more than 48 countries over the world, primarily in Asia, Africa,
Europe and South America. In the first half of 2017, stable condition
was maintained in general in terms of project execution. A batch
of projects was successfully completed and gained significant
advancement. For example, in terms of project completion, the
ribbon cutting ceremony for the 220KV electricity transmission and
transformation project for Morro Bento, Angola, was held on January
25, 2017. The newly constructed FGD (Flue Gas Desulfurization)
system of No. 2 Subproject of Kostolac Power Station Project | in
Serbia undertaken by our Group obtained a temporary taking-over
certificate issued by the owner. The desulfurization system of the
project is the first set of desulfurization equipment in Serbia and
even in the whole Southeastern Europe. After the system was
put into operation, all its emission indices were far lower than the
emission value required in the contract while meeting the emission
requirement of the EU and has made great contribution to the
environmental protection undertaking of Serbia. In addition, No. 6
B600MW steam turbine generating set of Venezuela central power
plant and Liouesso hydropower supporting power transmission and
transformation project of the Republic of Congo operated soundly
and passed the final acceptance testing successfully, which made
contribution to the local economic development and improvement
of the civilians’ life quality.

Besides, a great many projects were widely acclaimed. During their
visit to the combined cycle power station in SOYO, the ambassador
and counsellor of the Embassy of the PRC in the Republic of Angola
and their party highly praised CMEC for its act of assuming local
social responsibilities when learning that CMEC not only helped
solving local employment problem with the project but also donated
water purifiers to the municipal government, repaired the roads
voluntarily and provided loans benefiting the local people. M. Phin-
Saravan project in Laos, half a year after obtaining the temporary
Taking-Over Certificate issued by the project owner, received the
certificate of merit delivered by the project owner in March this
year, expressing the project owner’s thanks and appreciation for the
wisdom and diligence of CMEC in the process of implementation
of M. Phin-Saravan project.
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Before “the Belt and Road” international cooperation summit forum
in the first half of 2017, Argentine President Macri, in an interview
with China Central Television (CCTV) on the initiative of “the Belt
and Road”, fully affirmed CMEC for its professionalism and sense
of social responsibility displayed in the implementation of the
Argentinian Railway Project and said it would continue to cooperate
with CMEC during cooperation between China and Argentina in
infrastructure interconnectivity. Later, in the presence of Chairman
Xi Jinping and President Mauricio Macri, CMEC and the minister
of transportation of Argentina signed an agreement in the Great
Hall of the People on the additional projects of phase | of Belgrano
freight railway renovation project, with a total contract amount of
US$1.6 billion.

In the first half of 2017, the Group’s projects under construction did
not sustain any material accidents. During performance of project
implementation, the Company focused on the fulfiiment of social
responsibilities, which greatly improved its brand reputation and
popularity.

Meanwhile, the Company actively developed the market to attract
potential customers. In the first half of the year, CMEC signed a
memorandum of understanding on the 600 MW gas turbine power
plant project in Indonesia and an EPC contract on the ThalNova
power plant project in Block Il of Thar coalfield respectively
with Jakarta and Pakistan. Conclusion of the contract on the
said ThalNova power plant project is a big step taken by CMEC
to implement the State’s “the Belt and Road” - Sino-Pakistan
Economic Corridor policy and will further increase CMEC’s influence
in the project contracting markets of Pakistan and surrounding
areas.

In the first half of 2017, on the one hand, the Company continued
to enhance expansion efforts in traditional markets through
the deepening of regional and territorial construction, so as to
consolidate the leading position in the power industry of traditional
market; meanwhile, we elaborately promoted refined project
management to strictly monitor quality and risk. On the other
hand, the Company actively expanded into new markets, seeking
to innovate investment and financing models, broaden financing
channels, actively carry out international cooperation and improve
the industrial chain, so as to achieve remarkable results.
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Chairman’s Statement

ESRYF

In respect of the Trading Business, in the first half of 2017
the Company maintained steady advancement and continued
to make development towards the direction of “high quality and
sustainability”. With a strong sense of transformation and core
consciousness, the business units faced difficulties and challenges,
constantly explored and summarized new business models and
made new progress in business cooperation.

We saw a surge in our product orders owing to CMIPC’s continuous
efforts in developing new products, recovery of the mining market,
as well as recognition of our professionalization and industrialization
by foreign heavy buyers. At present, we are the main supplier of
many well-known enterprises in domestic and foreign engineering
machinery industries. At the same time, CMEC New Energy has
grown substantially as compared to the same period last year.
It has now formed a business model focusing on photovoltaic
project engineering construction, photovoltaic device supply and
illuminating engineering.

China-East Resources Import & Export Co., Ltd.* (P4 ER#E 1
O AR EEAF) (“China-East Resources”) actively promoted the
construction of regional center in Thailand and has made great
progress in house construction projects and rubber plant projects.
Meanwhile, we continued to promote traditional trading business.
In the first half of this year, we launched Japanese leisure wear
product — Venex, of which the Company has become the only
designated import agent and general agent in North China. Through
a variety of sales and cooperation methods, the Company begins to
establish and expand the product sales channels, which is a new
venture for the Company and is of great significance to its trade
development in the future.

In regard to cross-border e-commerce, China National Machinery &
Equipment Import & Export (Suzhou) Co., Ltd. continued to explore
and expand the Internet + overseas one-stop platform business
with the European and American market. Starting with cross-border
e-commerce, it integrated e-commerce business with local ground
promotion business and built a supply chain service system based
on the mode of overseas warehouse stocking to push forward the
current front end of international trade to Europe and America, so
as to carry out local trade and seize local market share.
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With respect to the Services Business, which is the third largest
business sector of the Group, the tendering business witnessed
a continuous explosive growth in the first half of 2017, achieving
a YoY growth of 1,426% and 2,505% in commission rate and
tendering amount, respectively. During the period, the design
consulting business developed steadily. China Machinery R&D and
JiKan Research Institute, whose various indicators rose in varying
degrees, made continuous efforts as well as sound progress in such
respects as system building, scientific and technological innovation,
investment and merger, promotion of PPP project and development
of strategies for the sector. As a result, the total revenue of this
business sector increased by 29.9% as compared with the same
period last year.

PROSPECTS

In the second half of 2017, the global economy will continue
to recover in a moderate fashion. Due to the ever-changing
international situations, industrial competition and exchange rate
fluctuation may bring about more uncertainties, thus bringing
opportunities and challenges for the development of the Company.
The Company will make persistent efforts and steadily push
ahead with the implementation of its business plans with the aim
to achieving its annual targets and strengthening itself for further
development.

We will take a concerted effort to promote new projects, pay
special attention to the implementation and tamp the foundations
for future development by further developing and adjusting the
strategic docking with countries along “the Belt and Road” route
and following closely national strategies and relevant policies;
improve the competitiveness of our EPC business and remain as
the bellwether of the industry through relevant technical inputs and
many other means; continue to work with international leaders
to expand the breadth and depth of cooperation and seek new
breakthroughs in new areas, new markets and new models; further
improve our core competitiveness in the new energy and smart
grids and help developing countries achieve industrialization.
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Chairman’s Statement

ESRYF

We will also tap potential for synergy between the trading and
service sectors and give full play to their respective advantages
to achieve a win-win situation. Meanwhile, we will adhere to strict
control of risk, further improve business review rules and adopt
a cautious screening approach to avoid risks. We will focus on
mergers and acquisitions and restructuring, seize the opportunities
of favourable national policies to identify restructuring subjects
suitable to our development strategy, thereby constantly enhancing
and expanding our own capabilities.

We believe that on the strength of national strategy of “the Belt
and Road” as well as our robust overseas business network and
excellent risk control system, we will achieve good results and
deliver a satisfactory result to Shareholders in the second half of
2017.

Finally, on behalf of the Board, | would like to take this opportunity
to express my sincerest thanks to Shareholders who have long
been concerned about and supported CMEC, the enthusiastic
senior management team and all the staff members who have made
unremitting efforts.

Sun Bai
Chairman

Beijing, PRC
August 28, 2017
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The Company was established in 1978 and was the first state-owned
industrial and trading enterprise in the PRC. The Company is a
subsidiary controlled by SINOMACH. The Company was listed on
the Main Board of the Stock Exchange on December 21, 2012.
As at June 30, 2017, the Company had a total of 908,270,000 H
Shares and 3,217,430,000 non-tradable Domestic Shares issued.
The Company has a primary focus on EPC projects and particular
expertise in the power sector, capable of providing one-stop
customized and integrated engineering contracting solutions and
services. The Company also conducts the Trading Business,
Services Business and the Investment and Financing Business.

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

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

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

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

Services Business: The Company is engaged in a certain extent
on the Services Business, mainly including design consulting
services, logistics services, exhibition services, tendering agency
services and export-import agency services.

Investment and Financing Business: The Company is engaged
in overseas and domestic concession investments in engineering
contracting projects and associated financing business. The
Company finances construction for engineering contracting projects
through investments in projects; merges and acquires upstream and
downstream enterprises through investments with a controlling or
minority stake, to optimize the industrial chain of the engineering
contracting sectors and improves our commercial competitiveness
and profitability through trade industrialization investments.
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Corporate Structure: As at June 30, 2017, the Company’s

corporate structure was as follows:
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BERZENRRTIRAR
(ZRIHR)

100%

China Machinery Engineering
Corporation Namibia
(Proprietary) Limited (Namibia)
IR TR R AR
WKL TAREEAR
(#KREEED)

100%

CMEC Zambia Development
Limited (Zambia)
EERRILTER
BABRAF
(Eth3s)

100%.

China Everbest
Development Intemnational
Limited (Hong Kong)

ERESVRARDAF

(FE)

100%

Euro MLE.C. Impoi

Export GmbH (Germany)

BEREEOER
(fEER)

&

gl

100%

Ausino Pty.
AR

HIHARAR

CEAFIZE)

Ltd. (Australia)
g

80%

CMEC Japan Co.,
(Ji

japan
CMEC A& &t
(B7)

Ltd.

100%

CMEC Engineering XXK
(Mongolia)
PRRETRERBERR
(Rd)

100%.

China Machinery Engineering
Corporation (PNG) Limited
(Papua New Guinea)
PERR AT
(B ERDE
(B IR M)

100%

Sinland Development PTE, Lid.

R

100%

CMEC Lanka (Private) Limited
(Sri Lanka)
PREREREERT
(HPEF )

100%

CMEC Middle East FZE

(United Arab Emirates)
CMEC

FRE AR

(RAR S BRI

[99%

CMEC Mexico Engineering,
S. DE RL.DE C.V. (Mexico)
MERBET TR
HREERR (BEF)

100%

CMEC Africa Development
Limited (Kenya)
PEFFMERARAT
e

(B/egs)

100%

Maldives Renewable Energy
Company Limited (Hong Kong)
ERAKHERERAR
(&%)

100%

CMEC Equatorial Guinea

0., Ltd.
RRFELNEER
EffAE

76.92%)

CMEC Enmei Co.,

(Japan)
CMEC #WtR &4t
(B7)

Ltd.
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Unaudited Interim Results

REETHHEE

The Board hereby announces the unaudited operating results of
the Group for the Period, together with the operating results for
the Corresponding Period in 2016 for comparison. For the Period,
the consolidated revenue of the Group amounted to RMB9,374.7
million, representing an increase of 11.7% over the Corresponding
Period in 2016; profit from operations amounted to RMB906.8
million, representing an increase of approximately 70.8% over the
Corresponding Period in 2016; profit attributable to the owners
of the parent amounted to RMB610.0 million, representing a
decrease of 23.8% over the Corresponding Period in 2016; net
cash generated from operating activities amounted to approximately
RMB406.9 million while net cash generated from operating activities
was RMB211.0 million in the Corresponding Period in 2016.

China Machinery Engineering Corporation

FEMMREIRRAERAT
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Key Operating and Financial Data

1. Revenue

WA
Unit: RMB million
Bl ARBEET

9,374.7

8,393.5
1H2016 1H2017
2016 ¥4 20175 ¥ 5

3. Basic Earnings per Share
BRERZEF
Unit: RMB
BAL ARE

1H2016
20164F ¥4

1H2017
2017 L¥ 5

5. Backlog for the International Engineering
Contracting Business
BRIBREBEBRTHEEE
Unit: US$ million
B BEET

8,915.4

As of December 31, 2016
E£2016F12A31H

As of June 30, 2017
HZ2017%6H308

EERERMBREE

Profit Attributable to the Owners of the

Parent and Net Profit Margin

HERASRAEEANEEFRFERNE

Unit: RMB million

B AREBET

Il Profit attributable to the
owners of the parent
BENSRAAES ALF
]

A Net profit margin
A

1H2016
20164 L4

1H2017
2017 L¥ 5

Newly Effective Contract Value for the
International Engineering Contracting
Business
BERIEREBEBNFTERECRSHE
Unit: US$ million

B BEETT

552.8

421.4

1H2016
20164 -4

1H2017
2017F L¥ &

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

As at June 30, 2017

HZ=2017%F6A30H

Unit: US$ million

B BEET

Il Power sector

BEHEERITH
Total 425t | Transportation and
telecommunications sector
18,145.6 RBERRE TRATE

Il Non-Core sectors

FERLITE

5,5667.5
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Financial Highlights

MBERE

For the six months ended June 30

BZE6A30R LA
2017 2016
20174 20164F
RMB’000 RMB’000
ARMF ARETFT
Revenue ON 9,374,718 8,393,529
Gross profit EA 1,568,684 1,210,845
Other revenue and E WA R EMYA
other income/(expenses), net (F32) F# 161,939 (5,831)
Operating expenses REFRX (823,779) (674,155)
Profit from operations R A 906,844 530,859
Profit before tax R B B 830,654 1,063,603
Income tax Frig (219,961) (259,435)
Profit for the period 7K B ] 194 ) 610,693 804,168
Total other comprehensive income Hitsr B WARER (23,614) (6,629)
Total comprehensive income for the period AHE ARG 4858 587,079 797,539
Profit attributable to: wAEFER
— Shareholders of the Company — ARAR 609,962 800,360
- Non-controlling interests — R 731 3,808
Total comprehensive income RAKSAREEER
attributable to:
— Shareholders of the Company — ARARMR 586,247 793,562
— Non-controlling interests — JFERER 832 3,977
Basic and diluted earnings per share FREA RS R F
(expressed in RMB per share) (ASBRARWKILAHE) 0.15 0.19
Total non-current assets R EERRE 8,000,146 8,103,361
Total current assets MENVEEBRE 41,501,705 39,348,918
Total assets BEMT 49,501,851 47,452,279
Total non-current liabilities EmBBERE 986,103 956,450
Total current liabilities U N=REEEE 33,371,084 31,120,276
Total liabilities BEERE 34,357,187 32,076,726
Equity attributable to Shareholders of AR BIBREIERE R
the Company 15,072,294 15,328,515
Non-controlling interests FEFRRR M AR 72,370 47,038
Total equity AR 15,144,664 15,375,553
Total equity and liabilities kBB 49,501,851 47,452,279

Note:

The financial information of the Group for the six months ended June 30,
2016 and 2017 are set forth on pages 87 to 146, and is presented on the
basis set out in note 2.1 to the unaudited interim financial report.

China Machinery Engineering Corporation
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Management Discussion and Analysis

INDUSTRY OVERVIEW

In the first half of 2017, the global economy showed a good
momentum of growth while various risks can never be ignored.
Internationally, under periodic recovery of manufacturing and
trade as well as stable development of the global financial
market, although there was a good momentum in general;
at the same time, the threat of risks such as rising of trade
protectionism and uncertainty of economic policies, especially
monetary policy of developed economies on recovery of the
world economy, was further intensified. In addition, economic
imbalance resulted in a series of development problems
such as geopolitical conflict and great powers’ interference
in heated regions and debated issues. Such problems were
intertwined and mutually causal, becoming major factors for
increased vulnerability of the global economy. Domestically,
China’s economy maintained a stable development momentum
with growth and improvement, more positive changes took
place in the economic field, favorable factors supporting
high and medium-speed economic growth and development
towards high and medium-level were further increased, and
the stable development momentum with good performance
was more obvious. Gross domestic product in the first half of
the year was RMB38,149 billion, with a year-on-year increase
of 6.9%.

() Engineering Contracting Industry

In the first half of 2017, foreign engineering contracting
industry of China reached a business turnover of US$67.28
billion, with a year-on-year increase of 1.9%; newly signed
contracts amounted to US$123.78 billion. There were
359 projects with a newly signed contract value of more
than US$50 million, increased by 12 as compared to
the same period of last year, totalling US$105.62 billion
and accounting for 85.3% of the total amount of newly
signed contracts. The sectors for these newly signed
contracts were mainly transportation, construction and
power engineering, accounting for 25.3%, 25.3% and
18.8%, respectively. Overall, it is currently the beginning
of the global economic recovery, and the prices for energy

BEERWR DT

ITERE

20174 ¥4t REHE IR E T
5 BERERERODTARR o (LB
RE HREXHEZHEAPEER
UEREHREBMEBENEBEER T 2
RfEmUSE  BRK  HEPRE
TEBE BELERBLCEREER
R EBBRTRE SRR ST REH
EHENBERENANFEEE AR
oo DML - KB KE SR
REE  msBoaEE - KBEEF
BEMEMFHEMES  ELBEM
il BARR  MAZREER
B[N EZRE - EBEAKRE -
BB ERE T AFAREBPE# -
BRATHERES  EEBEHI
TEZHRBE(L - TEEBEREH
mERERMERS SmHKTEREFE
RE—SEL  BRATNEERD
EMRARE c FEFERNEEBREAR
#381,49018 7T * FAItLIE&K6.9% °

(=) IRAEBITE

2017 E¥ & HBIEIINEE
THEEM & X TE672.8BETT
BHEE19% HEARSE
1237818k MiEERLE
#£5,000& 3 JT LA E &9 18 B 359
& - b ARG 121 - &5
1,056.28E T - hHMBEERSHE
B185.3% ° FTESEMITEEE
ERERBER  BEMNENT
215tk 5 R &25.3% * 25.3%
F18.8% - BHIKEH - BRI Z IR
OBIRREE(R R - BERBIRERE
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Management Discussion and Analysis
BEEENWR DN

resources remain low, which results in the decrease in
financial revenue and the slow growth of investment in
infrastructural construction of resource-based countries
in Africa and Latin America. With the emergence of trade
protectionism, internal and external competition is getting
more intense and the security situation in individual
countries and regions also become serious, which has
a far-reaching influence on International Engineering
Contracting Business. However, favorable factors such
as the gradually warming world economy and the benefits
brought by the policy of “the Belt and Road” show that
the international engineering contracting industry is still
confronted with both opportunities and challenges.

On one hand, business development is still confronted
with some major difficulties and challenges. Currently
the international environment is undergoing profound
changes, recovery is still weak for the world economy,
and the RMB exchange rate has been fluctuating
significantly since the first half of the year with a trend
of appreciation, which also has a material impact on
receivables and business development and so on. Various
risks including political risk, safety risk and economic risk
are still prominent, and enterprises are faced with greater
uncertainty in business development and investment.
For example, financial pressure is intensified in some
African and Latin American countries with shortage in
construction fund, and Chinese enterprises encounter
certain difficulties for their business development in such
regions. Meanwhile, enterprises of various countries
are seeking for greater room for development through
structural adjustment, technological innovation and
multinational operation. Generally Chinese enterprises
continuously feel intensified external competition in
the international market. Besides, as the business of
enterprises of the industry mainly focus on mid and
low-end fields, the traditional competitive advantages
decrease, the problems of homogeneous competition
are still serious and further improvement is still required
in the operation and management capacity of enterprises,
which have become the bottleneck restraining corporate
development in the industry.

China Machinery Engineering Corporation
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Management Discussion and Analysis

On the other hand, the industry is at the juncture of
rare opportunities for history-making development.
Presently, boosting economic growth with infrastructure
construction has become a common understanding,
with great demand for satisfying infrastructure needs
in developing countries, upgrading and transforming
infrastructure in developed countries and connecting
the regions. Centered on “the Belt and Road” Initiative
and continuous deepening of international capacity
cooperation, “the Belt and Road” Forum for International
Cooperation that was just concluded achieved a series
of objectives including deepening project cooperation,
promoting facilities interconnection, improving industrial
investment and strengthening financial cooperation.
With the capital support of hundreds of billions of yuan
provided by financial institutions such as Silk Road Fund,
China Development Bank and the Export-Import Bank of
China, the market in the countries along “the Belt and
Road” region will continue to be the growth point and
driving force for industrial development, which provides
rare opportunities for further development of China’s
foreign engineering contracting industry.

Trading Industry

In the first half of the year, the import and export volume
of China reached RMB13.14 trillion, with an increase
of 19.6%; of which the export volume was RMB7.21
trillion, with an increase of 15.0%; the import volume
was RMB5.93 ftrillion, with an increase of 25.7%; and the
trade surplus was RMB1.28 trillion, narrowed by 17.7%.

Since this year, accelerated pace of world economic
growth and rebounding international market signified
optimal economic situation in recent years. However, the
international environment remains grim and complex, and
there are still a number of uncertain factors influencing
China’s foreign trade development. At the same time,
the foundation to support the continuous development
of foreign trade is not yet firm.

BEERWR DT

E—HH TEERRHEFHOE
SLEEMEH - BT BEER
REERNBEEERNSE
BEAE BRTERBHEER
A BB RERREE N
& RIS A E R TE R -
B&l—%— B BENERES
B & (E T E R WA
BRO—% R BERAES
EimEER T RMEEBAE
HERIEEE - BAERKRE - M
BEMAIEN—RINEEXR
BBGEES  BRMAERT
FERELORTESRBEREH
HBEETRARENES R
(=% B ARBRMS K&
BRRTTRBEROIERIANES
ho BERTEEINFBIRTE
T—FERERTHESOHHS -

(DIBERTH
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Management Discussion and Analysis
EEENWER DN

International organizations such as International Monetary
Fund made upward adjustment in the first half of the year
to the projected growth rate of the world economy, while
primary commodity price showed significant year-on-
year increase, and the global commodity trade growth
rate and international market demand saw significant
improvement. According to the statistics of the World
Trade Organization, in the first five months of this year, the
total import volume of 71 economies, which accounted
for more than 90% of the global trade, increased by
10.2%, of which the import demand of the US, EU and
Japan increased by 7.6%, 8% and 11.2%, respectively.

The improvement of the international economic
environment has also greatly driven the rapid improvement
of China’s foreign trade. In the first half of the year,
China’s foreign trade generally ran well. From the layout
of the international market, the export to and import from
countries along “the Belt and Road” region saw relatively
more rapid growth, with the volume of export to and
import from ASEAN, India and Russia growing by 21.9%,
30.4% and 33.1%, respectively. From the domestic
regional layout, foreign trade in the middle regions grew
by 26.8%, 25.7% in the western regions and 18.5% in
the eastern regions, with the growth of foreign trade in
the middle and western regions faster than the eastern
regions. In terms of product structure, the export growth
of electromechanical products was faster than the export
of labor-intensive products. The export and import volume
of general trade increased by 20.5%, and the growth
rate is higher than 16.1% of the processing trade. In
terms of the structure of the operating entities, the export
and import volume of private enterprises increased by
20.4%, with the proportion of foreign trade in total trading
volume improved. In addition, new forms of foreign trade
saw rapid growth, with the export and import volume of
cross-border e-commerce retail increased by 66.7% and
the export of market procurement trade increased by
27.8%. Pilots for comprehensive foreign trade service of
enterprises stably advanced.

China Machinery Engineering Corporation
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Management Discussion and Analysis
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Meanwhile, however, the world economy did not enter
into a sustained rising period, and the foundation for the
recovery of external demand was not firmly established.
The economic globalization characterized by export-
oriented in the past was further being influenced by
trade friction. Some major economies long practicing
free trade attributed a series of problems such as
income gap mainly to economic globalization. In such
economies changes in policies appear, trade investment
protectionism resurfaces significantly and the “Sword
of Trade Protection” is threatening global trade. The
fluctuation of RMB exchange rate is increasing, while the
ability to control exchange rate risk for some enterprises
remains weak. The new round of industrial process for
domestic enterprises with high cost was not running well,
and the industrial competition among such enterprises
and emerging economies, such as Vietnam, India and
Indonesia, and developed countries, such as the US, EU
and Japan, is getting more intense. Such factors may all
have far-reaching impact on globalization and the future
trend of global economy.

Design Consulting Industry

Presently, the survey and design industry of China is at
a critical period of transformation and development. On
the one hand, the reform and opening up has brought
about unprecedented prosperity of the industry with
its strength multiplied. Currently the survey and design
industry has more than 20,000 enterprises in total and
more than 3 million practitioners with a total business
income of nearly RMB3 trillion, of which more than
60% is from general engineering contracting and project
management. Overseas business volume was increased
by nearly five times in the past ten years. The basic
situation shows that the general technological strength
of China’s survey and design industry is increasing and
its market share is growing, gradually approximating the
international advanced management and operation level.
With increasing improvement in international market
competitiveness, it showed the sound market expectation
and prospect of “Going Global”. At the same time, it

(=)

BERE - HREBELLHEA
FAE®M LT SR AT R
WARE - BERALOE R A
FEEBEERCERSNE HER
ME—PRE —LERPERA
HEZNEEREBLKRAZRE
F-RIHELTBRENEER
B AELKBEBERTHE
MER BHRERETIZRRA
B TEZREZH] ER
EHREFEL  ARBEXRKE
K - BB 1 S I B = R e
NEs BRERRASE
—WHEFXBRELTIRFN - HEK
MoHE- HEEAGSHEL
R ANEE - BB AARE
BEFRRCRMNEERTE I
o BERRBEHRIKEAR
EIREEARARNESELREDN

Al BRBEIMRRFTELEER
EARROBRSE . —H@E -
RN EFRARETEEZANE
B BNRGER - BATBIRR
FHITE B ¥2EHTR - HE
A B FBIB300E A - BE ERA
i ARBIEBE T HP60%
LA Ry S U TR B 7 T2 487K
BHEIBEEE  GINEEEEE0
FhgRTEME - EAKRE
B - BB R AR AT AT AR R AT
ENEEE MEHBEEER -
BT  LEKERS
Bih o BITIBRFEE N AR
FoBBRETIELEIREMNT
HEBNEIR ANtLHARE
TREFRF - BIEEBEATEAR
AR E 2B RKINE - B

Interim Report 2017
“E-LFHHRRE

19



20

Management Discussion and Analysis
EEENWER DN

indicates that the reform path of EPC and establishing
international engineering corporations is successful,
which plays a positive role in enterprise restructuring
and business upgrading, strengthening alliance and
cooperation among various specialized fields and driving
“Going Global” of related industries such as equipment
manufacturing, engineering materials and installation
construction. At the same time, it lays a sound foundation
for the future development.

On the other hand, reform needs to be deepened,
policies need to be improved, and the industry is being
faced with the arduous task of supply side structural
reform. There are still some problems in terms of market
environment. The problems of highly fragmented and
segmented system, industrial barriers and local protection
still exist; each field of engineering consultation is
independent without organic combination; the lack of
pricing mechanism measuring engineering design labor
results in disorderly competition; and reform on market
entrance and regulatory oversight still needs rigorous
advancement. More problems are faced in terms of

|u

implementation of “Going Global” strategy. Internationally,
the global economic growth rate is lowered, the negative
impact of international financial crisis still exists, the force
for economic recovery is insufficient and market is weak.
Domestically, unregulated competition happens frequently
in contracting of overseas projects, understanding of
international engineering standards is insufficient, and
some enterprises have deficient management and
operation mode, insufficient reform and inadequate risk

management, resulting in loss of expected profits.

China Machinery Engineering Corporation
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Management Discussion and Analysis

BUSINESS OVERVIEW

In the first half of the year, faced with severe external situation,
the Company overcame difficulties and worked arduously
to maintain stable operation in general. For the Period,
the revenue from the International Engineering Contracting
Business accounting for about 54.2% of the total revenue,
with the gross profit accounting for about 69.5% of the total
gross profit, laying a sound foundation for fulfilling the annual
business goal.

Since this year, engineering contracting business is faced with
more intense market competition with the room for project
profit further compressed. Impacted by downturn of petroleum
price, development of some businesses of traditional market
is faced with severe situation. The debt status of certain
countries is worsened, severely influencing project execution.
Impacted by safety situation, some projects are still under halt.

() International Engineering Contracting Business

The Group is an international leading engineering
contracting and services supplier, with a primary
focus on EPC projects and particular expertise in the
power sector. International Engineering Contracting
Business is one of the traditional core businesses of
the Group, accounting for about 54.2% of the total
income of the Group for the Period. The income from
the power sector accounts for about 68.1% of the
total income of the International Engineering Contracting
Business, while the gross profit of the power sector
accounts for about 78.4% of the total gross profit of
the International Engineering Contracting Business, with
the gross profit rate maintained at about 24.7%, holding
a leading position in the industry. On one hand, the
Company continuously strengthens the development
in the traditional market to consolidate its mainstream
position in the power industry of traditional market by
deepening regionalized and localized construction, deeply
promoting precision project management and strictly
implementing quality and risk monitoring; and on the other
hand, the Company makes efforts in developing new
market, making innovation on investment and financing
mode, broadening financing channels, actively conducting
international cooperation and improving industrial chain,
with significant achievements gained.
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Management Discussion and Analysis
EEENWER DN

The following table sets forth the details of the International T&REFABMBERTEABE
Engineering Contracting Business for the Period, together 1S - LAKR20164F R EA R HE B8R
with comparative figures for the Corresponding Period HT
in 2016:
Six months Six months
ended % of ended Increase/
June 30, 2017 Total June 30, 2016 (decrease)
Bz HE
2017F 20166
6A30A L 6A30A L Em/
~MEA B % ~EA (R2)
RMB million RMB million
AREEET ANREBET
Revenue Power 9N ENER 3,457.5 68.1 2,761.8 25.2%
Transportation and RBE&R
telecommunications @A 672.7 13.3 163.4 311.7%
Non-Core Sectors FRLITE 948.4 18.6 1,618.8 (41.4%)
Total &3 5,078.6 100.0 4,544.0 11.8%
Gross profit  Power E EWIED 854.0 78.4 683.6 24.9%
Transportation and RiBiES
telecommunications REFEA 134.4 12.3 29.8 351.0%
Non-Core Sectors FRLITE 101.3 9.3 226.2 (55.2%)
Total &3t 1,089.7 100.0 939.6 16.0%
22 China Machinery Engineering Corporation
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Six months Six months
ended ended Increase/
June 30,2017 % of Total June 30, 2016 (decrease)
H22017% BHZE2016F
6A30A Lt 6A30A 1 #m,/
~EA EEBR% ~E A (HD)
USS$ million US$ million
BEEZER AEZET
Value of newly Power AN EWIEA 153.9 27.8 242.1 (36.4%)
effective Transportation and AESE JBES
contracts telecommunications REFEM - - 3.0 (100.0%)
Non-Core Sectors FROITE 398.9 72.2 176.3 126.2%
Total At 552.8 100.0 4214 31.2%
As at As at
June 30, December 31, Increase/
2017 % of Total 2016 (decrease)
R20174 120164 #m,/
6A30H E45E % 12A31H (FD)
USS$ million USS$ milion
=1 E A AEET
Backlog Power ARR ENERE 5,741.3 65.8 6,095.4 (5.7%)
Transportation and EEE REEH
telecommunications REFEA 676.1 7.8 7741 (12.7%)
Non-Core Sectors FZDITR 2,309.1 26.4 2,045.9 12.9%
Total B 8,732.5 100.0 8,915.4 (2.1%)
Signed Power BEAF  ENRR 6,692.7 36.9 6,980.2 (4.1%)
contracts  Transportation and EHER RRES
pending to telecommunications REFEA 5,567.5 30.7 2,611.0 113.2%
be effective  Non-Core Sectors FROITR 5,885.4 324 5,605.6 5.0%
Total At 18,145.6 100.0 15,196.8 19.4%
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As at June 30, 2017, the Group had undertaken
engineering contracting projects in more than 48 countries
over the world, primarily in Asia, Africa, Europe and South
America. The following map indicates the locations of our

engineering contracting projects from January 1, 2009 to
June 30, 2017:

-~ -

Trlmdad and Tobago

China Machinery Engineering Corporation
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The following table sets forth a breakdown of the revenue

from the Group’s international engineering contracting

projects by geographic locations for the Period, together

with the comparative figures for the Corresponding Period

TRETIAELBENANHHEE2016
FRIH RS D /B Ti2A

BB AR -

In the first half of the year, stable condition was
maintained in general in terms of project execution.
A batch of projects was successfully completed
and another batch gained significant advancement,
with no occurrence of major safety accidents. In
the process of project execution, the Company
attached great awareness to the performance of
social responsibilities, continuously improving its
brand recognition and reputation.

In terms of project completion, the ribbon cutting
ceremony for the 220KV electricity transmission
and transformation project for Morro Bento, Angola,
was held on January 25, 2017. The Governor of
Luanda and the Minister of Ministry of Energy of
Angola joined to congratulate, and expressed high
recognition and cordial thanks to CMEC’s project
team in their speech.

in 2016:

Six months ended June 30,

HZ6A30HIEAEA

2017 2016

201745 20164
RMB million % of Total RMB million % of Total
AREGET 1A% AREFET 15AEEE %
Asia EEN 2,163.7 42.6 2,324.3 51.1
Africa FEM 1,596.1 31.4 1,073.7 23.6
Europe &M 178.0 3.5 372.4 8.2
South America EE 995.5 19.6 773.2 17.0
North America 1EFEM 145.3 2.9 0.4 0.1
Total a5t 5,078.6 100.0 4,544.0 100.0

Sound project execution 1. HEESTEBEREF

E¥F - HERITERAR
FRA-HEBIENE
T —#HERRBEKRE
B ABEERZEZEHR
EERTAREPIERITH
SEME BEXBENMANEL
EFSELRTT

FEEIHEETE  XFHNE
BARRi220FREGE#EIE B
MR201741 258 82178 %
ER - RRANBETEELERAM
BRI RIISENE - WE
Bgr R E T ¥YICMECIE B
HIENmERAIMERR
o
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On May 4, newly constructed FGD (Flue Gas
Desulfurization) system of No. 2 Subproject
of Kostolac Power Station Project | in Serbia
undertaken by our Company obtained a temporary
taking-over certificate issued by the owner. By then,
the whole desulfurization system was delivered to
the owner and the quality assurance period started.
The desulfurization system of the project is the first
set of desulfurization equipment in Serbia and even
in the whole Southeastern Europe. After the system
was put into operation, all its emission indices were
far lower than the emission value required in the
contract while meeting the emission requirement
of the EU. The successful handover of the
desulfurization system will make great contribution to
the environmental protection undertaking of Serbia.

On May 18, No. 6 600MW steam turbine generating
set of Venezuela central power plant obtained FAC
(final acceptance certificate). Implementation of the
project started in May 2012 and completed 168-
hour full-load trial run testing 83 days ahead of
schedule on May 8, 2016. The quality assurance
period successfully ended in May this year when the
generating set operated soundly with FAC obtained,
which marked successful contract performance for
the project.

On May 27, Liouesso hydropower supporting
power transmission and transformation project
of the Republic of Congo successfully passed
final acceptance examination. The President,
Prime Minister and Moderator of the Republic of
Congo, Director of Land Control and Major Project
Department, Director of Water Conservancy and
Energy Department, Chinese Ambassador to the
Republic of Congo and local media attended the final
acceptance testing ceremony. Representatives of all
the parties strongly affirmed the work achievements
of CMEC. The successful implementation of the
project greatly improved power transmission in
the northern regions of the Republic of Congo,
making contribution to the economic development
and improvement of the civilians’ life quality in the
Republic of Congo.

China Machinery Engineering Corporation
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A number of projects received extensive attention
and achieved great advancement. On January
18, the Pakistan Thar power station project had
a commencing ceremony for boiler steel structure
hoisting. It was an important node for the
implementation of the project, with great significance
for advancement of the project. On January 23,
commencing ceremony was held for coal mine
capacity expansion project of the KOSTOLAC-B
Power Station Project Il, Serbia, with installation
site commencement permit signed on site, which
marked that the coal mine capacity expansion part
of the KOSTOLAC-B Power Station Project Il formally
entered the stage of on-site equipment installation.
On February 8, the first two meter-gauge locomotives
of the Argentina Railway Project successfully arrived
in Buenos Aires and delivery ceremony was held.
It was the first time for Belgrano Railway receiving
new locomotives in the past 39 years. Such officials
as Minister of the Ministry of Transport of Argentina
watched the whole process of unloading the
locomotives and showed their satisfaction for the
locomotives provided by CMEC. Relevant media of
Argentina also offered highly favorable comments on
the Argentina Railway Project, and are of the view
that the 107 locomotives provided by CMEC and
2,500 train carriages already delivered will have great
driving effect on the Belgrano Program to strengthen
Northern Argentina.

On April 13, a group led by the Ambassador and
Counsellor of Chinese Embassy in Angola visited and
inspected the site of the SOYO United Cyclic Power
Station Project. When knowing that the project
donated water purifying devices to the municipal
government, repaired roads and would offer loans to
the local people in addition to providing employment
opportunities, the Ambassador gave favorable
comments on the social responsibility assumed
by CMEC in the region, and showed his hope that

BEERWR DT
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CMEC will continue to make efforts in creating public
recognition while creating projects. Besides, 420KV
GIS (Geographic Information System) under the
project created the world’s fastest record in terms of
installation and commissioning speed, realized one-
time success of main transformer/station transformer
inverse power transmission on June 28, and started
48h empty-load run timing.

In May, government officials of Angola such as
Minister of the Ministry of National Defense, Ministry
of Construction and Governor of Cabinda inspected
the Cabinda Infrastructure Construction Project
undertaken by CNCEC, a subsidiary of CMEC, and
showed their satisfaction for the project quality and
schedule. They praised that CNCEC has played
an important role in the development and planning
of Cabinda in the past years and made great
contribution to the improvement of infrastructure
construction in Cabinda. They also expressed their
hope of continual cooperation with CNCEC in the
future in infrastructure construction projects.

On May 9, commencing ceremony was held for
400KV power transformation station undertaken
by CMEC under the Angola Lauca Connection Line
Project. After constructed, the project will revamp
the power system of Huambo, Angola, and the
civilians will enjoy more stable power service; in
particular, it will make great contribution to the
leapfrog development of the inland regions.

In addition, a number of projects received extensive
favorable comments. M. Phin-Saravan project in
Laos, half a year after obtaining the temporary
Taking-Over Certificate issued by the project owner,
received the certificate of merit delivered by the
project owner in March this year, expressing the
project owner’s thanks and appreciation for the
wisdom and diligence of CMEC in the process of
implementation of M. Phin-Saravan project.

China Machinery Engineering Corporation
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On May 11, on the eve of “the Belt and Road” Forum
for International Cooperation, President Macri of
Argentina accepted the interview of China Central
Television (CCTV). When talking about “the Belt and
Road” Initiative, President Macri gave full affirmation
to CMEC for its professionalization and sense of
social responsibilities during implementation of the
Argentina Railway Project. He also indicated that
Argentina will continue to cooperate with CMEC in
infrastructure interconnection between China and
Argentina.

Continuously deepened market development

On February 24, CMEC entered into a cooperation
memorandum for Indonesia 600MW gas turbine
power station project in Jakarta.

On April 10, witnessed by envoy of China-Pakistan
Economic Corridor, CMEC and Pakistan ThalNova
Power Thar (Private) Limited entered into an EPC
contract for the ThalNova power station project
at Thar Coal Mine Block-Il, Sindh, Pakistan. The
formal signing of the project is another milestone for
CMEC in the implementation of the national “the Belt
and Road” Initiative — China — Pakistan Economic
Corridor Policy. It will also further improve the
influence of CMEC on the engineering contracting
market in Pakistan and the neighboring regions.

On May 17, witnessed by President Xi Jinping and
President Macri, Chairman Sun Bai and Minister
of Ministry of Transportation of the Argentina
Republic signed the supplementary agreement on
the Phase | of Belgrano Cargo Railway Rehabilitation
Project in the Great Hall of the People with a total
contract value of US$1.6 billion. The supplementary
agreement on Phase | signed is the supplementation
for equipment purchase and civil work construction
based on the Phase | project under implementation.
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The signing of the agreement showed the recognition
of the Argentinian government for the Phase |
project implemented by CMEC as well as the desire
and confidence of the Argentinian government to
cooperate with CMEC.

On May 22, CMEC and GE signed a memorandum
of understanding for joint development of coal
fired power plant project in the Sub-Sahara African
Region, having in-depth communication on the
potential opportunities for coal fired power plant
project in the region and working plan for the next
step. With the signature of the memorandum of
understanding, CMEC and GE will conduct closer
cooperation in the Sub-Sahara African Region in
terms of coal fired power plant project.

On June 9, Vice President Zhou Qingyu of China
Development Bank had field survey on the project
site of Nord-Malé-Atoll Hotel, the first hotel project to
be developed by CMEC in Maldives. Vice President
Zhou raised key questions concerning the project
planning and management mode of the hotel after
constructed. In addition, he showed recognition
and support for the development direction and
the concept of investment business planning of
CMEC in the Maldives market, giving highly favorable
comments on the Company’s innovative business
model when practicing “the Belt and Road” Initiative.

China Machinery Engineering Corporation
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() Trading Business

In the first half of this year, the Company’s Trading
Business made progress while maintaining stable
performance, continuing to develop toward the direction
of high quality and sustainability. Each operating entity
in this sector, fearless of difficulties and challenges with
great sense of transformation and sense of core, has
continuously explored and summarized new business
mode, with new progress achieved in terms of business
coordination.

The following table sets forth the details of the Trading
Business for the Period, together with the comparative
figures for the Corresponding Period in 2016:

BEERWR DT

(DEZXRK

SELF¥F  RAESEBRT
SOE - BBREEERRKETR
BER - RAASKEELTER
BEOkE  BREER ROE®
B THRR BEXBHR
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{FER2016F RN LB T :

Six months Six months
ended % of ended Increase/
June 30, 2017 Total June 30, 2016 (decrease)
Bz D
20175 2016%F
6A30R 1L 64308 E Em/
~EA 1HEBE% ~EA (R2)
RMB million RMB million
AREEET NREEET
Revenue International trade KA ERES 2,836.4 77.0 2,162.9 31.1%
Domestic trade NE% 845.4 23.0 1,213.6 (30.3%)
Total Bt 3,681.8 100.0 3,376.5 9.0%
Gross profit  International trade EF BRES 213.3 87.1 115.1 85.3%
Domestic trade NE% 31.6 12.9 318 (0.6%)
Total &3t 244.9 100.0 146.9 66.7%
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Based on its continuous progress in terms of new
product development, along with recovery of the mining
market and recognition of foreign large clients for our
specialization and industrialization, CMIPC has had its
product orders rapidly increased. Presently it is the major
supplier of various reputable enterprises in domestic and
overseas construction machinery industry. Besides, the
express railway brake disk K68 developed by CMIPC
has completed the running test of 600,000km, with 200
pieces already delivered this year. The critical part of axle
head grounding device of express railway — conducting
friction disc, the research, development and production
of which was undertaken by CMEC Precision Production
(Jiangsu) Co., Ltd.* (FERBILEETIEHGRAF]), has
entered mass installation and operation after 600,000km
testing, and installed and run on the latest CR400BF
express railway.

Eastern China Business Division stably promotes various
businesses of CMEC New Energy. In terms of engineering,
it realized significant improvement as compared to
the same period of the previous year, developing the
business mode centered on photovoltaic engineering
construction, photovoltaic equipment supply trade and
lighting engineering. In terms of domestic photovoltaic
engineering, it completed projects in the first half of
the year such as Yulong Il, Kipor Power and Hangzhou
Bay Benduo with a total capacity of 25.57MW; and it
delivered the photovoltaic units of 30MW. In terms of
lighting engineering, works mainly involved follow-up on
the Beijing headquarters building, Shanghai CMEC Plaza
and New Building of Zhengzhou No. 6 People’s Hospital
in the first half of the year.

China Machinery Engineering Corporation

REIEMRE TRRBERAE

REREHENERETER TR
BB N - M2EEMISHIE
BoOURBEIINKEFHRMERE
ft  BELEHSERY  ERE
BHEER - BRIZRE AL
BRMITELZRMBLENETEH
FERE o LA - RREERENS
H X B EKESE TR 7608 N E
MEEEZ SFURERHN
2001 - PRI REIHAR
N )22 LA B A E Y = 98 B
BHEERARBT - BEERE
BICRGOBAEERZ - REts
REEST W R [1E |5
CR400BF = i S E 81T o

ERFEDBIHE P RFER
BIHEB - TRAE BREFR
HAREER - BT AR
HREIRER NtAREHEE
5 RAIRBZOMNEBR
HoBAXKRIERIE  EF¥F
ExKEE-M REEH 0
MEFHRZFIERB - #B5125.57)K
o HERREHINKE - FRAT
IRAFE FHFFEREILR
BEARE - EBFRERES - EIM
/\EE%WUEIEE °



Management Discussion and Analysis

China-East Resources maintained stable development. It
actively promoted the construction of Thailand regional
center, achieving great progress in housing construction
and rubber factory projects. It has normally advanced
traditional trading business and newly developed Japan
Venex recreational dress product for which it has become
the only designated import agent and general agent in
Northern China Region. Through multiple means including
distributor pilot sales, internet sales and cooperation with
the sports circle, it started to establish and expand the
product sales channels. The mode of network marketing
structure is a new attempt for China-East Resources,
with great significance for the future trade development.

In terms of cross-border e-commerce, the Company
made continuous exploration. In the first half of the year,
China National Machinery & Equipment Import & Export
(Suzhou) Co., Ltd.* (=% (BRM) MWEEIEBRA
7]) developed internet plus overseas one-stop platform
business centered on the European and American market.
With cross-border e-commerce as the cutting-in point,
it combined e-commerce business with local promotion
business to establish the supply chain service system
with the mode of overseas warehouse stock, thus to
move forward the front end of the existing international
trade, deepen penetration into the local European and
American market, conduct local trade and contend for
local market share.

BEERWR DT

FEFTRRIEBTRE - BiR#E
HEFEERGHLER ERER
RIBEMZRBEHIEE ERERA
EE BEREHEFTTEED
e - WHTHAE T H ZAAVenex
RERMER - REXAME—IE
THEORBANARELEARE
B ABOHBEAMNKEE 8
BREBEEUAREEERAIESS
BAEI - FARELMARE R
HERE - EEMAKEHERD
BREPERBRRARTHOE
HOHARNEZBRREE
%o

EBRE®/OE AR TEETT
BRR- E¥F PR (EM) #
R T2 AR A AR AR
™ 5 A 4200 H) BB A8+ 51 — b
AFEER  UBEEFARIA
B S ERERTEA MM HER S
mE - BERBIEHRERER
M EERG AL - EEEHE
BREZNRmAE - RABIBE
At HEAMES  BIEARM
mBEEE -

Interim Report 2017
“E-LFHHRRE

33



Management Discussion and Analysis
EEENWER DN

(1) Services Business (Z)RBEER
Among the Services Business of the Company, the NARBEEBHINIBEEL - &
tendering business continued to see explosive growth in FFEEREZERNER - THE
the first half of the year, with the completed entrustment A FRLLIERT,426% @ SEAH
amount having increased by 1,426% year-on-year and RS R K2,505% °
bid-winning amount realizing a year-on-year increase of
2,505%.
The following table sets forth the details of the Group’s TREHIAREER AR RE
Services Business for the Period, together with the BrEBIER20165F B ML
comparative figures for the Corresponding Period in 2016: ¥
Six months Six months
ended ended  Increase/
June 30,2017 % of Total June 30, 2016  (decrease)
BZ HE
20178 20165
6A30A Lt 6A30BLE  #m/
AMER EEEY% ~EA (H)
RMB million RMB million
ARKEET ANREBET
Revenue Logistics services KA MR 76.6 125 738 3.8%
Design consulting Rt AR
services R 279.8 45.5 221.3 26.4%
Exhibition services RER® 2.2 0.4 32.4 (93.2%)
Tendering agency services RERERY 1.3 1.8 11.0 2.7%
Export-import agency EHORE
services R 4.3 0.7 10.7 (59.8%)
Others Hit 240.1 39.1 123.8 93.9%
Total At 614.3 100.0 473.0 29.9%
Gross profit  Total EH &it 234.1 100.0 124.3 88.3%
34 China Machinery Engineering Corporation
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Design consulting business showed stable development
in the Period. Two group members in this sector displayed
various growing tendency of different extent. In addition,
it made continuous progress in terms of policy setting,
scientific and technological innovation, investment and
mergers and acquisitions, PPP project promotion and
strategy making, with great advancement realized.

China Machinery R&D continued to lead the field of
electric machinery experiment station testing technology
in terms of industrial engineering, signing more than 20
general contracting projects in the first half of the year
distributed in 11 provinces (municipalities) in China. It
maintained the development advantages of main business
and continuously improved its service value; brought into
play the advantage in integrated technology, promoted
innovative application and realized expansion in such
terms as industrial park and industrial real estate. In terms
of power and new energy engineering, it implemented
the differentiated operation and development strategy,
realizing stable advancement from point to surface.
In terms of architectural engineering, it continuously
created new height in civil buildings, insisting to improve
its brand influence with technological characteristics in
fragmented fields such as school and health care. In
terms of municipal works and environmental protection
engineering, it kept pace with the overall development
to realize flourishing development. In March this year,
China Machinery R&D was approved to establish Hunan
Province Postdoctoral Research Station Cooperative R&D
Center and Postdoctoral Innovation and Entrepreneurship
Base, and in May it was approved to establish “Changsha
Enterprise Technology Center”. Such actions will further
promote the cooperation with higher education institutions
and research institutes while creating favorable conditions
for the Company to introduce high-level talents,
strengthen talent cultivation and improve technological
innovation capacity.
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JiKan Research Institute realized significant improvement
in aspects such as production, operation and scientific
and technological innovation. In terms of production and
operation, it expanded the regional market and business
field of survey with its technological advantages, with
significant effect gained. Monitoring business of surveying
and mapping engineering realized rapid growth, with
application of new technology extensively carried out.
Engineering design accumulated power for development,
expanding brand influence and realizing rapid growth by
specialized improvement and technological cooperation.
For engineering testing, it extended the fields of testing
to seek for points of profit growth. Environmental
protection engineering kept pace with national hot spots
of investment closely, with a promising development
prospect to realize breakthrough. Engineering contracting
was stably advanced in project execution, and PPP
project exploration and practice were carried out actively.
International engineering localization was fruitful, and
specialized contracting of geotechnical engineering
realized powerful overseas expansion with rapid growth
realized in scale of business. In terms of scientific and
technological innovation, presently JiKan Research
Institute has 17 research projects in progress; in addition,
it has four research platforms and two innovation teams
including provincial key laboratories and engineering
centers.

I1l. HUMAN RESOURCES

As at June 30, 2017, the Group had approximately 3,681
(December 31, 2016: 3,627) employees. Employees’
remuneration comprises basic salary and performance salary.
The performance salary is determined according to the
assessment of the performance of all staff. The Company
does not adopt any pre- or post-IPO share award scheme or
share option scheme.

The Company provides systematic and effective training for
the employees. The Company also provides sustainable and
specific educational training for the senior management,
middle management as well as technical and operational staff
with a view to improving the quality and ability of the staff at
different levels.

China Machinery Engineering Corporation
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Management Discussion and Analysis

IV. FINANCIAL POSITION AND OPERATING
RESULTS

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

1. Overview

For the Period, both of the Group’s revenue and gross
profit increased to a certain extent, and the gross profit
margin of core businesses was still maintained at a
relatively high level.

2. Revenue

The Group generated its revenue from the International
Engineering Contracting Business, Trading Business and
Services Business.

For the Period, the Group’s revenue amounted to
approximately RMB9,374.7 million, representing an
increase of 11.7% as compared with the Group’s revenue
of RMB8,393.5 million for the Corresponding Period in
2016.
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The following table sets out, for the periods indicated, the
amount and percentage of the Group’s total revenue by
each of the Group’s three business segments:

Management Discussion and Analysis
EEENWER DN

TERIRARAEASE = E
EHoEE ANRAZERER
SERBEANAEDL

Six months ended June 30,

BZ6A30ALLAEA
2017 2016
20175 2016
RMB million % of Total RMB million % of Total

ARKEET BEN% NREEET BFN%

International Engineering BB IRREER

Contracting Business
Power ENER 3,457.5 36.9 2,761.8 32.9
Transportation and RBEGRETREA

telecommunications 672.7 7.2 163.4 1.9
Non-Core Sectors FOITE 948.4 10.1 1,618.8 19.3
Trading Business BREH
International trade REH 2,836.4 30.3 2,162.9 25.8
Domestic trade NE 5 845.4 9.0 1,213.6 14.5
Services Business FR %% 614.3 6.5 473.0 5.6
Total @t 9,374.7 100 8,393.5 100

1) International Engineering Contracting

Business

For the Period, the Group’s revenue generated from
the International Engineering Contracting Business
amounted to RMB5,078.6 million, which accounted
for 54.2% of the Group’s total revenue for the Period,
representing an increase of 11.8% as compared
with approximately RMB4,544.0 million for the
Corresponding Period in 2016, primarily due to the
increase in revenue from the power, transportation

and telecommunications sectors.
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For the Period, revenue from the power sector
amounted to RMB3,457.5 million, representing an
increase of 25.2% as compared with RMB2,761.8
million for the Corresponding Period in 20186,
primarily due to the significant progress of the
power projects in Asia in the first half of the year,
which generated higher revenue as compared with
the first half of 2016.

For the Period, revenue from the transportation
and telecommunications sector amounted to
RMB672.7 million, representing an increase
of 311.7% as compared with RMB163.4 million
for the Corresponding Period in 2016, primarily
attributable to the significant progress of the railway
reconstruction project in South America in the first
half of the year, which generated higher revenue as
compared with the first half of 2016.

For the Period, revenue from the Non-Core Sectors
amounted to RMB948.4 million, representing a
decrease of 41.4% as compared with RMB1,618.8
million for the Corresponding Period in 2016,
primarily due to the greater progress achieved by
the cement plant and house construction projects
in Asia in the first half of 2016, which generated
higher revenue as compared with that for the first
half of 2017.

Trading Business

For the Period, the Group’s revenue generated from
the Trading Business reached RMB3,681.8 million,
which accounted for 39.3% of the Group’s total
revenue for the Period, representing an increase
of 9.0% as compared with RMB3,376.5 million
for the Corresponding Period in 2016, which was
primarily attributable to the increase in revenue from
international trade.
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3)

For the Period, revenue from the international trade
amounted to RMB2,836.4 million, representing an
increase of 31.1% as compared with RMB2,162.9
million for the Corresponding Period in 2016, mainly
because of the certain growth of passenger cars
sector as well as the exporting sector for mechanical
products and forging and casting goods in Africa.

For the Period, revenue from domestic trade
amounted to RMB845.4 million, representing a
decrease of 30.3% as compared with RMB1,213.6
million for the Corresponding Period in 2016, mainly
due to the decrease in the trading volume of solar
energy components.

Services Business

For the Period, the Group’s revenue generated
from the Services Business amounted to RMB614.3
million, which accounted for 6.5% of the Group’s
total revenue for the Period, representing an increase
of 29.9% as compared with RMB473.0 million for
the Corresponding Period in 2016, mainly due to
the increase in revenue from design, leasing and
consulting services sectors as compared with the
Corresponding Period in 2016.

3. Cost of sales

For the Period, the Group’s cost of sales increased by
8.7% to RMB7,806.0 million from RMB7,182.7 million for
the Corresponding Period in 2016.

China Machinery Engineering Corporation
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Management Discussion and Analysis

4. Gross Profit and Gross Profit Margin

1)

Gross Profit

During the Period, the Group’s gross profit amounted
to RMB1,568.7 million, representing an increase of
29.6% as compared with RMB1,210.8 million for the
Corresponding Period in 2016.

Gross profit of the Group for the Period consist of
the following:

BEERWR DT

4. EFEFRERZE
1) EF

RAHME  AEENEFA
ANRB1 5687 E T &
20164 [7] B A R #1,210.8

e —

BEITENN29.6% ©

RAERRE - NEBEFEK
BRI

Six months ended June 30,

BZ6A30A1E<EA
2017 2016
20175 2016%F
RMB million % of Total RMB million % of Total
AREEET BEH% ANREBET ABEER) %
International Engineering B IRABER
Contracting Business
Power EWIEA 854.0 54.4 683.6 56.4
Transportation and RBEHR
telecommunications EFEA 134.4 8.6 29.8 2.5
Non-Core Sectors FOTE 101.3 6.5 226.2 18.7
Trading Business EEESS
International trade 225 213.3 13.6 115.1 9.5
Domestic trade NE% 31.6 2.0 318 2.6
Services Business R 234.1 14.9 124.3 10.3
Total @t 1,568.7 100 1,210.8 100
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from the
International Engineering Contracting Business
amounted to RMB1,089.7 million, which
accounted for 69.5% of the Group'’s total gross
profit for the Period, representing an increase of
16.0% as compared with RMB939.6 million for
the Corresponding Period in 2016, primarily due
to the increase in gross profit resulted from the
increase of revenue in the power, transportation
and telecommunications sectors.

For the Period, gross profit of the power sector
amounted to RMB854.0 million, representing an
increase of 24.9% as compared with RMB683.6
million for the Corresponding Period in 2016,
primarily due to the significant progress of the
power projects in Asia in the first half of the
year.

For the Period, gross profit of the transportation
and telecommunications sector amounted to
RMB134.4 million, representing an increase
of 351.0% as compared with RMB29.8 million
for the Corresponding Period in 2016, mainly
attributable to the significant progress of the
railway reconstruction project in South America
in the first half of the year.

For the Period, gross profit of the Non-Core
Sectors amounted to RMB101.3 million,
representing a decrease of 55.2% as compared
with RMB226.2 million for the Corresponding
Period in 2016, primarily due to the significant
progress achieved by the cement plant and
house construction projects in Asia in the first
half of 2016.

China Machinery Engineering Corporation

REIEMRE TRRBERAE

)

EIfR T FE A B R 7

RZAEARE - A& EEER
TRRABEBNEF
B ARB1,089.78 &
TC AR AR EAREE A
EF69.5% * E20164F
A B A R #939.68 &
JLIEN16.0% © = E |
RENEEIR - XRER
BFBMITERAY
s REFERIE N

RAHR - EHEERTT
XEMABARKS54.0
B & T k20164 [
B A R #683.6F & JT
#N24.9%  TEHPD
TMENIEE EFFE
BERRER -

PR RXBER
MEFRMTEER
B AR 13448 B
JC ¢ tb20164 A B3 A
R #29.85 & st 1% 1N
351.0% * T EMRNE
EMNEBEGETER ¥
FRERAER -

RAEIME - FERRDITE
EHA/ARE101.38
& 70 20164 [{ &
AR #226.28 8 LK
1552%  EEHM IR
MK & 5 B 32 5%
T8 B 20164 | ¥ &F
MERKER -



2)

i)
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Trading Business

For the Period, the Group’s gross profit from
the Trading Business amounted to RMB244.9
million, which accounted for 15.6% of the
Group’s total gross profit for the Period,
representing an increase of 66.7% as compared
with RMB146.9 million for the Corresponding
Period in 2016, primarily due to the increase in
gross profit resulting from the revenue increase
of international trade.

Services Business

For the Period, the Group’s gross profit from
the Services Business amounted to RMB234.1
million, which accounted for 14.9% of the
Group’s total gross profit for the Period,
representing an increase of 88.3% as compared
with RMB124.3 million for the Corresponding
Period in 2016, primarily due to the increases
in revenue generated from consulting services,
designing and leasing as compared with the
Corresponding Period in 2016.

Gross Profit Margin

During the Period, the Group’s gross profit margin
increased by 2.3 percentage points to approximately
16.7% from 14.4% for the Corresponding Period in
2016.

2)

if)
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Gross profit margins of the Group for the Period

consist of the following:

RAHE - AEEEFRE
FRIBREAT

Six months ended June 30,

HZ6H30H 1L EA

2017 2016

20174 20164

% %

International Engineering B IEREER 21.5 20.7

Contracting Business

Power BNEER 24.7 24.7
Transportation and RiBBH R E TR

telecommunications 20.0 18.2

Non-Core Sectors FERZOTEE 10.7 14.0

Trading Business ESEK 6.7 4.4

International trade B E 5 7.5 5.3

Domestic trade NE 5 3.7 2.6

Services Business REER 38.1 26.3

Total wmst 16.7 14.4

i) International Engineering Contracting

Business

For the Period, the Group’s gross profit margin

for the International Engineering Contracting

Business was 21.5%,

as compared with

20.7% for the Corresponding Period in 2016,
representing a slight increase as compared to

the Corresponding Period in 2016.

For the Period, the gross profit margin of the

power sector was 24.7%, which remained

relatively stable at the Corresponding Period

in 2016.

China Machinery Engineering Corporation
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For the Period, the gross profit margin of
the transportation and telecommunications
sector was 20.0%, compared with 18.2%
for the Corresponding Period in 2016, which
increased slightly as compared with that in the
Corresponding Period in 2016.

For the Period, the gross profit margin of the
Non-Core Sectors was 10.7%, representing
a decrease of 3.3% as compared with 14.0%
for the Corresponding Period in 2016, primarily
attributable to the decrease in gross profit
margin of house construction projects in Africa
due to the impact of exchange rate of Euros
against RMB.

Trading Business

For the Period, the gross profit margin of the
Group’s Trading Business increased by 2.3%
to 6.7%, compared with approximately 4.4%
for the Corresponding Period in 2016, primarily
due to the higher gross profit margins from
the business of casting supplies and export of
passenger cars to Africa conducted in the first
half of this year.

Services Business

For the Period, the Group’s gross profit margin
for the Services Business increased by 11.8%
to 38.1%, as compared with approximately
26.3% for the Corresponding Period in 2016,
primarily due to the higher gross profit margins
for consulting services and leasing business
implemented in the first half of the year.
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5. Other Revenue

The Group’s other revenue increased by 2,086.8% to
RMB148.7 million for the Period as compared with
RMB6.8 million for the Corresponding Period in 2016.
This increase was mainly attributable to the increase in
investment income from disposal of subsidiaries’ equity.

6. Other Income and Expenses, Net

The Group’s other income and expenses, net amounted
to RMB13.2 million for the Period as compared with
RMB(12.6) million for the Corresponding Period in
2016. The other income and expenses, net was mainly
attributable to the income for the Period arising from the
fair value change on foreign currency forward exchange

contracts.

7. Selling and Distribution Expenses

The Group’s selling and distribution expenses decreased
by 8.4% to RMB369.7 million for the Period as compared
with RMB403.4 million for the Corresponding Period in

2016.

8. Administrative Expenses

The Group’s administrative expenses increased by 10.4%
to RMB345.3 million for the Period as compared with
approximately RMB312.8 million for the Corresponding
Period in 2016, primarily due to the increase in expense
for depreciation charges and research and development

charges.

9. Other Operating Expense

The Group’s other operating expense was RMB108.8
million for the Period as compared with RMB(42.1) million
for the Corresponding Period in 2016. This increase was
mainly due to the increase in provisions for impairment of

trade receivables of the Company for the Period.
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Profit from Operations

The Group’s profit from operations increased by 70.8%
to RMB906.8 million for the Period as compared with
RMB530.9 million for the Corresponding Period in 2016.
This increase was mainly attributable to the increase in
the overall gross profit of the Company.

Finance Income/Finance Expenses

The Group’s finance income decreased by 70.9% to
RMB162.6 million for the Period as compared with
RMB558.1 million for the Corresponding Period in 2016.
The Group’s finance expenses increased by 638.5%
to RMB259.2 million for the Period as compared with
approximately RMB35.1 million for the Corresponding
Period in 2016. This change was mainly attributable to
the increase in exchange losses caused by exchange
rate fluctuations. As a result, the Group’s net finance
income decreased to RMB(96.6) million for the Period
as compared with the net finance income of RMB523.0
million for the Corresponding Period in 2016.

Income Tax

The Group’s income tax decreased by 15.2% to
RMB220.0 million for the Period as compared with
RMB259.4 million for the Corresponding Period in 2016,
mainly due to the decrease in profit before tax.

Profit for the Period

As a result of the foregoing, the Group’s net profit
decreased by 24.1% to RMB610.7 million for the
Period as compared with RMB804.2 million for the
Corresponding Period in 2016, and its net profit margin
decreased by 3.1% to 6.5% for the Period as compared
with 9.6% for the Corresponding Period in 2016, which
was mainly due to the decrease of profit resulted from the
increase in exchange losses.

10.

11.

12,

13.

RN

RAHE AEBEHNLE T
B ARI06.88 BT+ 82016
F R HE A R¥530.9H & TN
70.8% ° ZIEMEZEHRR R A E
BEEFIEM o

2 L ONVE 1 E

RAHRE - NEBE BB BRKRA
BARM162.6H & T 82016
FRIIPARKESS818 & THE D
70.9% ° REAN - RNEE K
X BARB2592HE T &
2016 F RN ARKEISAEE T
1 91638.5% - ERE B X E M
A BE 3R B 2 B A [ 18 2K A 3
e At - RABERN - A&E
/B 75 A BB B A R 5(96.6)
A& 2016F R HAF B U A
FREAARES23.088TT °

FRE®t
RAHE AEBOFAEHRR

A R #220.06 & T #2016
FRIEARB2504F7 E TR D

16.2% & B 2B BLATEA TH
B -
2 50 R

BN EXFrat NREBERAH
MeFafAsARKe1078E
JT - 820164 [ Bf A R #8804.2
BEITHA24.1% - MAEEL
R % MR B6.5% 0 #20164F [
H19.6% [ P&3.1% > T2 2 AR
M 5 18RI G BURE M TR o

Interim Report 2017
“E-LFHHRRE

47



48

Management Discussion and Analysis
EEENWER DN

14.

15.

16.

Profit Attributable to the Owners of the Parent

The profit attributable to the owners of the parent
decreased by 23.8% to RMB610.0 million for the
Period as compared with RMB800.4 million for the
Corresponding Period in 2016.

Profit Attributable to the Holders of Non-
Controlling Interests

The profit attributable to the holders of non-controlling
interests of the Group amounted to RMBO0.7 million for
the Period as compared with a profit of RMB3.8 million
for the Corresponding Period in 2016.

Liquidity and Capital Resources

As at June 30, 2017, the Group’s cash and cash
equivalents decreased marginally by 5.9% to
RMB18,395.7 million as compared with RMB19,541.9
million as at December 31, 2016, mainly due to the
increase in restricted cash.

As at June 30, 2017, the Group’s borrowings decreased
by approximately 5.8% to RMB985.9 million as compared
with RMB1,046.4 million as at December 31, 2016.
RMB483.6 million (including RMB24.8 million of long-
term borrowings due within one year) was short-term
borrowings and the remaining amount of RMB502.3
million was long-term borrowings.

China Machinery Engineering Corporation
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17.

18.
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Major Investment

As at June 30, 2017, the Group’s investments in
associates increased by 62.0% to RMB430.7 million as
compared with RMB265.8 million as at December 31,
2016, mainly due to the investment in China National
Ltd. and the
increased investment in coal-electric project in Pakistan

Machinery Industry International Co.,

pursuant to the investment plan; the Group’s investments
in joint ventures increased to RMB306.7 million from
RMB297.9 million as at December 31, 2016, mainly due
to the income from investment in CMEC New Energy, a
joint venture of the Group.

In December 2016,
conditional equity subscription agreement to dispose of

the Company entered into a

its entire equity interest in CMEC International Exhibition
Co., Ltd. (“CMEC Expo”) to China National Machinery
Industry International Co., Ltd. (“SINOMACHINT”) as
consideration for the Company’s subscription of an
approximately 19.29% equity interest in SINOMACHINT.
Upon completion of all conditions of the equity
subscription agreement, the Company shall own
approximately 19.29% of the total equity interest in
SINOMACHINT, and CMEC Expo shall no longer be a
subsidiary of the Company. In January 2017, all conditions
of the equity subscription agreement were completed.

Subsequent Events

There are no subsequent events occurred after June 30,

2017, which may have a significant effect on the assets
and liabilities on future operations of the Group.
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LIQUIDITY

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

We have historically met our working capital and other liquidity
requirements principally from cash generated from operations
and financed the remainder primarily through bank borrowings
and proceeds from the listing of the H Shares on the Stock
Exchange on December 21, 2012 (the “Listing”).

1. Cash flows
The following table sets forth a summary of our cash

flows for the Period, with the comparative figures for the
Corresponding Period in 2016:

Management Discussion and Analysis
EEENWER DN

REBESE

BPNESTR2REKLLEMEENR
T BREMEEHRITEENRER
BMENREREIE - BRANRBES
Bl EEREERPIER

—EBHUKR BRMEBESEEEMEEN
ReRneLBEeREMRBES
Tk mMEHeBEEFERBRITES
MHAE 201212 521 BB A
m ([ E/W]) IERUaEsE -

1. BE&RE
TR} HEMARNBABNIRS R
EHN - ER2016%E R HR &
=l

Six months ended June 30,

BHZ6H308 1L~EA
2017 2016
2017% 2016%F
(RMB million) (RMB million)
(AR¥BEET) (AR B=ET)
Net cash flows from LIRS
operating activities IR &M EFEE 406.9 211.0
Net cash flows used in WEEBFTA
investing activities W& mEFHE (1,326.4) (1,219.8)
Net cash flows used in EE EENFT A
financing activities MRS REFE (54.5) (314.8)
Net increase/(decrease) RERBEEED
in cash and cash equivalents S GR) FEE (974.0) (1,3283.6)
Cash and cash equivalents at  AHIE YIRS &
the beginning of the Period BeEEY 19,541.9 21,032.9
Effect of foreign [EREFBR)FHE
exchange rate changes, (net) (172.2) 143.6
Cash and cash equivalents AEEAME S &
at the end of the Period HEEEY 18,395.7 19,852.9

China Machinery Engineering Corporation
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Management Discussion and Analysis

As at June 30, 2017, the Group’s cash and cash
equivalents decreased by 5.9% to approximately
RMB18,395.7 million as compared with RMB19,541.9
million as at December 31, 2016. The cash and cash
equivalents are mainly denominated in RMB. The
decrease was primarily due to the increase in cash paid
for the investing activities.

Cash flows from operating activities

For the Period, we had net cash flows from operating
activities of RMB406.9 million. Net cash used in operating
activities was a result of operating profit before changes in
working capital in the amount of RMB830.7 million, a cash
inflow due to changes in working capital of RMB989.2
million and income tax paid in the amount of RMB582.2
million. The changes in working capital mainly included
an increase in receipts in advance of RMB2,275.2 million,
a decrease in receivables for construction contracts
of RMB569.2 million, an increase in trade and other
receivables of RMB2,047.3 million and a decrease in
trade and other payables of RMB305.3 million.

Cash flows from investing activities

For the Period, our net cash flows used in investing
activities were RMB(1,326.4) million. Our cash outflow
from investing activities primarily consisted of restricted
cash increase of RMB860.9 million and expenses on
infrastructure projects of RMB103.1 million.

Cash flows from financing activities

For the Period, our net cash flows used in financing
activities were RMB(54.5) million. Our cash outflow from
financing activities primarily consisted of repayment of
borrowings in the amount of RMB392.1 million. Cash
inflow primarily consisted of borrowings raised in the
amount of RMB331.5 million.
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Capital Expenditures and Capital Commitments

Our capital expenditures consisted primarily of the
purchase of property, plant and equipment, investment
properties, lease prepayments and intangible assets.
The Group’s capital expenditures decreased by 14.4%
to RMB108.5 million for the Period as compared with
RMB126.7 million for the Corresponding Period in 2016,
mainly due to the decrease of input in the construction
of the Group’s infrastructure projects of fixed assets as
compared with that for the Corresponding Period in 2016.

Our capital commitments mainly include the value of
contracts signed but not yet completed of engineering
work under construction and investment business. On
June 30, 2017, the capital commitments of the Group
was RMB1,236.7 million, representing an increase of
25.2% as compared with RMB987.9 million on December
31, 2016. It was mainly attributable to the increase
in the value of contracts signed but not yet paid for
infrastructure projects of fixed assets.

Working capital

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

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

China Machinery Engineering Corporation
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The following table sets forth the turnover days of

the average trade receivables and the turnover days

of the average trade payables of the Company for

TR AHEARRR]F
BB S RWFANFHE S
FERNFRIERBERE - EF

the Period, together with the comparative figures for 2016 F A EAM L R T -
the Corresponding Period in 2016:
Six months Six months
ended June 30, ended June 30,
2017 2016
BZE2017F EZE20164F
6H30H 6H30H
1R {EA LERMEA
days days
R RE
Turnover days of EoEBFIHES
the average trade FEM R IR Y I 8 R B
receivables for (Hiat1)
the Trading Business
(Note 1) 105 93
Turnover days of T8 SR FIAER
the average trade BERE (fit2)
payables (Note 2) 298 309
Note 1: The average trade receivables for the Trading Bttt - BESEBEHEZREK
Business are the sum of opening balance and the RENBEDEBES
closing balance of trade receivables for the Trading JE U R I8 B A7) 4% e B HA
Business divided by two. The turnover days of REEROLMBR B
the average trade receivables for the Trading H o EFEBEHES
Business are the average trade receivables for the JEU R IE A B E R BT
Trading Business divided by revenue of the Trading HEPEBTHE S E
Business and multiplied by 180. WK IERR A E 5 UL
ABFLA1801FHE ©
Note 2: The average trade payables are the sum of opening Ktz - FHEZ RN KRBT
balance and the closing balance of trade payables H 5B RS
divided by two. The turnover days of the average B HA SR A5 SR ) R AN S B
trade payables are the average trade payables —1BH c FHE GER
divided by cost of sales and multiplied by 180. FRIE R A KB T 5
HE S RN FIER N
B E KA B IR IA801F
&
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The following table sets forth the aging analysis of trade and
bill receivables (net of allowance of doubtful debts) based on
the invoice date as at June 30, 2017 and December 31, 2016:

TR EHHEH E2017F6 4308 &
2016%F12H31H & 5 & WK 1A
NEWERE (R RERB) &
BEAENRR T -

As at As at

June 30, December 31,
2017 2016
M2017% M2016%
6H30H 12A31H
(RMB million) (RMB million)

(AR¥EET) (AEEH=ET)

Within 3 months 3ME AR 3,223.0 2,819.8
3 months to 6 months 31 A =618 A 836.1 199.3
6 months to 1 year 6lEHE1F 880.2 610.3
Over 1 year 160 1,171.9 1,217.7

6,111.2 4,847 .1

The Group’s credit policies with its customers for the Period
remained the same as that for the Corresponding Period in
2016. We continuously enhanced our management of trade
and bills receivables to reduce our exposure to doubtful debts.
In addition, we made allowance for doubtful debts after fully
considering the nature of trade and bills receivables and their
collectability. As at June 30, 2017, allowance for doubtful
debts for our trade and bill receivables amounted to RMB945.6
million, accounting for 13.4% of our trade and bill receivables,
compared with RMB840.2 million, accounting for 14.8% of our
trade and bill receivables as at December 31, 2016.

China Machinery Engineering Corporation
FEIRMRE IRRAERAT

RAHE  AEBEETFHE
BB X E016FRBER - &
I BT b0 o B 5 e Uk 30 T8 K JE U
ZENEIE - USRI A E S
RERER - N TOEERE S
FEW AR EWRE S kA
Al E e EE - KPR RERRR
B - H 22017968308 © &
I3 E 5 MWK IE & B W R IR P
ER RIRB#E AR ARK45.68
Bt ERME S W E R E
WZIEH13.4% » A £20164F
12A31H Al A AR 84028 &
TC R PIE 5 R WG IE K FE UK
ZEM14.8% °



Management Discussion and Analysis
EEENWR DN

(b) Trade and other payables (b) EZREMEMNRIE
Our trade and other payables primarily consist of KM E 5 & E A E R
trade and bills payables, other payables related FTEBEEZRENRERE
to agency services, accrued salaries, wages and NEE - RIEBRBE@ENE
benefits and amounts due to fellow subsidiaries. MR RIE - EitEHE - T

B N AR I LA e JE A5 [R) 22 B B8

NEIFIA -

The following table sets forth the aging analysis of TR EZE2017F6A30
our trade and bills payables based on the invoice H K&2016%F12 A31H # {f
date as at June 30, 2017 and December 31, 2016: B 5N ZIE N ENZIER

HZEB MR DT

As at As at

June 30, December 31,
2017 2016
120175 20164
6H30H 12H31H
(RMB million) (RMB million)

(AR¥EHET) (AEEBH=ET)

Within 3 months 3E A AR 4,236.8 4,789.9
3 months to 6 months 31E B Z=61E A 855.1 517.1
6 months to 1 year 6IEAZ=1F 1,094.2 921.8
Over 1 year 1L E 6,884.4 6,899.5
13,070.5 13,128.3
The Group’s credit policies with its suppliers for the RAERR - A& B HEE HE
Period remained the same as that for 2016. 7 /) {5 B B3R B120164F 4
A o
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VI. INDEBTEDNESS VI. B
1. Borrowings 1. BE
Our consolidated borrowings as at June 30, 2017 and HZ£2017%F6HA30H M20164F12
December 31, 2016 for the purpose of calculating the A318 ' HMAUGFERQFME
indebtedness of our Company were as follows: BHEHEELT
As at As at
June 30, December 31,
2017 2016
HA2017F 20164
6H30H 12H31H
(RMB million) (RMB million)

(AR¥EHET) (AER¥EBET)

Current: me
Short-term borrowings HHfEE
Bank loans IRITER
unsecured AR 425.9 281.7
secured BER 32.9 193.2
Subtotal et 458.8 474.9
Add: current portion of
long-term borrowings e REMEEMREI S 24.8 101.8
Subtotal INEE 483.6 576.7
Non-current: EMEH
Long-term borrowings REPEE
Bank loans RITER
unsecured R 249.9 278.1
secured BER 277.2 203.4
Subtotal INEF 527.1 571.5
Less: current portion of
long-term borrowings B REEERBH S 24.8 101.8
Subtotal NEF 502.3 469.7
Total @t 985.9 1,046.4
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Our short-term borrowings primarily include credit
borrowings, mortgage borrowings and pledge borrowings
from commercial banks and other financial institutions. As
at June 30, 2017, our short-term borrowings (including
the current portion of long-term borrowings) amounted
to RMB483.6 million, accounting for 49.1% of our total
borrowings.

Our long-term borrowings primarily included credit,
mortgage and pledge borrowings from commercial
banks and other financial institutions. These included
bank borrowings related to projects financed by export
seller’s credit, with the total balance of such borrowings
(including the current portion) amounting to approximately
RMB527.1 million as at June 30, 2017. As at June 30,
2017, our long-term borrowings (excluding the current
portion) amounted to RMB502.3 million, accounting
for 50.9% of our total borrowings. The decrease in our
interest-bearing borrowings to RMB985.9 million as at
June 30, 2017 was primarily due to the repayment of
short-term bank borrowings using cash generated from
our business operations with a view to reducing our
finance expenses.

All borrowings were denominated in RMB, US$ and JPY
and were subject to interest rates ranging from 1.25% to
6.23% per annum.
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There had been no material defaults in repayment of our RAEE - BRMEEERITEE

bank borrowings and breaches of the finance covenants FEMEERELNBEN  TEE

during the Period. The maturity profile of our interest- EERBMEZAONEBER - H=E

bearing borrowings as at June 30, 2017 and December 201746 H30H K&20165F12H318 -
31, 2016 was as follows: LMt S EENSHBRET -

As at As at

June 30, December 31,

2017 2016

R20175 20164

6H30H 12H31H

(RMB million) (RMB million)

(AR®BEHET) (AE¥BZET)

Within 1 year or on demand 1FARERFER 483.6 576.7
After 1 year but within 2 years 1F 224 145.3 208.8
After 2 years but within 5 years 2FEEHF 168.3 154.9
After 5 years 5% 188.7 106.0
Total et 985.9 1,046.4
The Group monitors its capital on the basis of gearing REENERELETEEERE
ratio. Gearing ratio is derived by dividing total borrowings AR o FEARLL T8 B AR FERR DA
by total assets and multiplied by 100%. As of June 30, BEMHEBEHIEAI00%EEH - &
2017, the Group’s gearing ratio was 2.0%, 0.2 percentage Z201746A30H © "EEMIE
point lower than 2.2% as of December 31, 2016, mainly B R B2.0%  BE £20164F
due to the repayment of borrowings. 12A31H #2.2% F 0.2 & 5

BoITEHRNEERE -
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Contingent liabilities

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

For our export-import agency services, the Group issued
irrevocable letters of guarantee through certain banks
to buyers for the benefit of sellers, which guarantee
the repayment of advances paid by the buyers, plus
interest if applicable, if and when the total or part of
the advances becomes repayable to the buyers from
the sellers in accordance with the relevant contracts.
These letters of guarantee are typically issued to provide
security to a buyer in paying an advance to a seller before
the actual goods are received, and the Group does not
receive separate consideration for issuing such letters of
guarantee. In order for the Group to issue these letters
of guarantee, the Group requires the sellers to provide
it with security interests on their assets or guarantees
from third parties that must be sufficient to cover the
total outstanding amount under the respective letters of
guarantee issued.
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VII. RISK FACTORS AND RISK MANAGEMENT

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

Currency Risk

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

China Machinery Engineering Corporation
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Interest Rate Risk

Interest rate risk arises primarily from borrowings and
bank deposits. Borrowings bearing interests at variable
rates and at fixed rates expose us to cash flow interest
rate risk and fair value interest rate risk, respectively.
The Company regularly reviews and monitors the mix
of our fixed and variable rate borrowings, only either
through managing the contractual terms of interest-
bearing financial assets and liabilities or through the use
of interest rate swaps in order to manage our interest rate
risks. Like our currency risk hedging activities, our use of
interest rate swaps is also subject to our internal control
policy of derivative financial instruments.

Credit Risk

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

Liquidity Risk

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

Competition Risk

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

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

Investment Risk

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

Overseas Management Risk

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

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

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

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

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

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

12.

Corruption Risk

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

Sanctions Risk

We are a company incorporated in the PRC and we
comply with all applicable PRC laws and regulations.
However, as a result of our international activities, we
are also subject to the laws and regulations of the
various countries and regions in which we do business.
In particular, if any of our transactions is conducted in
or through the United States, or otherwise involves US
persons, US dollar clearing in the United States or US-
origin goods, US sanctions regulations may be applicable
to some or all of such transactions. In recent years
the U.S. sanctions landscape has evolved substantially,
especially those targeted at Iran. January 16, 2016
marked the “Implementation Day”, which marked the
full execution of sanctions relief promised to Iran as part
of the Joint Comprehensive Plan of Action (JCPOA) as
negotiated by Iran, the P5+1 (United States, Russia,
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China, France, United Kingdom, Germany) and the EU
and endorsed by the UN. In exchange for curtailing
certain nuclear-related activities, Iran was granted relief
from certain U.S., EU, and UN sanctions. As to Cuba,
following a resumption of formal diplomatic ties between
the two countries and the removal of Cuba from the U.S.
government’s State Sponsors of Terrorism list, a series of
amendments to OFAC’s Cuban Assets Control Regulations
and Section 746.4 of Export Administration Regulations
administered by the Department of Commerce’s Bureau
of Industry and Security have substantially expanded the
range of transactions in which U.S. persons are allowed
to engage with Cuba. Hence the Sanctions Undertakings
no longer cover Iran and Cuba.

Following the regulatory changes in the United States, the
Company decided to cautiously approach the Iranian and
Cuba markets. The Company’s potential activities in Iran
are limited and only to civilian infrastructure projects. The
Company plans to undertake construction projects and
carry out trading and service businesses in Cuba through
a subsidiary to be established or any other physical
presences in Cuba. Further, every potential project in
Iran and Cuba must be (1) reviewed by the Company’s
internal export compliance office, (2) reviewed by outside
legal counsel, and (3) approved by the general manager
of the Company.

On February 2017, the U.S. Department of the Treasury
imposed sanctions on 13 people and a dozen companies
in response to Iran’s recent ballistic missile test. The
Trump Administration was careful in pointing out these
new sanctions measures were undertaken pursuant to
existing statutory authorities that target Iran’s weapons
of mass destruction (WMD) and ballistic missile activities,
but that did not affect implementation of the JCPOA.
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Although there is some uncertainty with regard to the
Trump Administration’s policy vis-a-vis various U.S.
sanctions regimes, we have been in compliance with
the undertakings made at the time of the Listing as
regards economic sanctions. We also believe that our
internal control policies targeted at sanctions compliance,
and in particular our internal compliance program on
export control, are sound and sufficient to assist us in
navigating the evolving international sanctions landscape.
Despite the far-reaching and complex nature of U.S.
sanctions programs, our limited activities in the United
States and rigorous internal control policies will minimize
our exposure and liability to any potential sanctions
violations. Of course, it is not possible to foresee which
countries or organizations the U.S. government may
place under sanctions in the future. However, previous
U.S. administrations have provided either a “wind-down”
period, or issued a general or specific license, in order to
allow affected firms to terminate operations and withdraw
from countries placed under new sanctions. Though the
termination or forfeiture of any business operations or
revenue in relation to any newly sanctioned counterparties,
industries, projects or countries, may cause an adverse
impact on our operations, financial condition, or ability to
carry on business in the jurisdictions concerned, we strive
to reduce such hazards through proactive political and
economic risk assessment, along with timely legal advice
from experienced external council. Furthermore, as a
result of the foregoing, CMEC’s exposure in Iran and Cuba
is so limited, any adverse impact from changes to Iran
and Cuba sanctions by the United States will be minimal.
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VIll. PROSPECTS AND OUTLOOK FOR THE VILAFET¥XFREREE

SECOND HALF OF THE YEAR

(- BB IRAEEK

() International Engineering Contracting Business

In terms of project development, firstly, we shall keep
pace with the national strategies and related policies
closely and accelerate our pace to be integrated
with “the Belt and Road” regional market. Secondly,
we shall think more “out of the box”, break the
boundaries of countries and regions and pay more
attention to multinational projects for comprehensive
development with our advantages.

Emphasize pipeline, cooperate to promote the
coming-into-effect contracts and implementation of
the projects, thus to consolidate the foundation of
the Company for future development.

Innovate on operation mode, strengthen capacity
construction, improve industrial chain and enhance
research on engineering technology, thus to form
advantages of the Company and promote integration
of project construction and operation.

Deepen regionalized and localized construction,
emphasize the driving effect of regional center
on different businesses; actively promote the
construction of new regional centers in association
with practical business stage to expand the
internationalized layout of the Company.

Deepen international cooperation, especially strategic
cooperation with leading enterprises, continuously
improve the depth and breadth of cooperation, and
strive for breakthrough in terms of new fields, market
and mode.

Strengthen organization, resource and mechanism
construction of institutions stationed abroad,
familiarize with the conditions of overseas institutions
in all aspects and understand the conditions of
overseas market.
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() Trading Business

Unshakably insist the existing effective mode,
summarize experience for promotion in a timely
manner.

Continue to emphasize cooperation to realize general
assistance. Internally, we shall match more business
sectors such as design consultation to deeply
excavate the potential for cooperation with other
business sectors; and externally we shall make use
all the useful social resources with vision, capacity
and efficiency.

Pay timely attention to and have timely study of
national, local and company-level strategic plans and
specific policies to make full and good use of useful
policies for generation of benefits.

Strictly control risks, further improve business review
rules, and carefully identify the massive project
information to avoid risks.

(lll) Design Consulting Business

Put forth efforts in innovative development, identify
the positioning of the design consulting sector,
continuously strengthen the technological support
and innovation capacity support for business of the
Company; realize innovation on operation mode and
improvement in management mode; strengthen the
cultivation of core capacity and talents.

Put forth efforts in internal cooperation, continuously
improve the sense of service and service capacity to
develop a specialized service team.
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Put forth efforts in promoting mergers and
acquisitions and reorganization, hold fast the
opportunities of related national policies, and seek for
the objects of reorganization fitting for development
strategy of the Company to continuously improve
and expand our capacity.

Put forth efforts in promoting the implementation
of PPP projects, choose key projects correctly,
strictly control risks, make sound analysis on the
profit making mode and soundly promote the
implementation of PPP projects.

3.
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Corporate Governance and Other Information

i

*EAREMER

SHARE CAPITAL

As of June 30, 2017, the total share capital of the Company
was RMB4,125,700,000, divided into 4,125,700,000 Shares
with nominal value of RMB1.00 each.

INTERIM DIVIDENDS

The Directors do not recommend payment of interim dividends
for the Period.

INTERESTS, SHORT POSITIONS AND

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

As of June 30, 2017, none of the Directors, Supervisors or
senior management of the Company had any interests or
short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which would have to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be recorded in the
register referred to therein, or which were required to be
notified to the Company and the Stock Exchange pursuant to
the Model Code.

China Machinery Engineering Corporation
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4. SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING

SHARES

As of June 30, 2017, so far as it was known by or otherwise

notified to any Directors or the chief executive of the Company,

the particulars of the corporations or persons (other than the

Directors, Supervisors or chief executive of the Company)

which had 5% or more interests and short positions in the

Shares or the underlying Shares as recorded in the register
kept under section 336 of the SFO were as follows:

Long positions and Short positions in the Shares

4. FERRREMALTRROR
MERDNESRIXR

HE2017F6A30H © BiEMEHK
RARREITEABFT MK AR
ANENE BEZBHFRAEKRMNE
3361577 B M) Z 0 it AT ac % A B
17 SRR D5 %8 A _EHE R KA R K
FEIAT (EE - EERAQAR
=ITBABRIN) BFBOT -

RONFERKXR

Number of Issued

Approximate
Percentage of Approximate
Shareholding  Percentage of

Shares/ in the Relevant  Shareholding

Underlying Class of in the Total

Capacity/ Shares Held Shares Shares

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

EEBRRG R

HhIkRE aaRe

FEERTRE / BRES BOEI

RRER R &R 5/ EEHE HRROGHE (R) (Fizt1) (%) (FizE1) (%)

SINOMACH Domestic Shares  Interests of beneficial owner 3,217,430,000 100% 77.99%
and controlled corporation (Note 2)
Bl NER ERBEEANER R LB R (Long position)
(Hzt2)
(#8)

SSF H Shares Interests of beneficial owner 81,352,000 8.96% 1.97%
HRESEZS HP& ERBENER (Long position)
(#2)
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Approximate
Percentage of

Approximate

Number of Issued  Shareholding  Percentage of

Shares/ in the Relevant  Shareholding

Underlying Class of in the Total

Capacity/ Shares Held Shares Shares

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

EEER G R

BRI aeE

FIEERTRE BOEI BOBEIL

RRAH MR 43 55 5%/ ERtE HBERGHE (R) (Hizt1) (%) (Hiat1) (%)

BNP Paribas Jersey Nominee H Shares Nominee for another person 52,556,000 5.78% 1.27%
Company Limited HE& F—EALZREA (Note 3)
(Long position)
(H1£3)
(#2)

BNP Paribas Jersey Trust H Shares Trustee 52,556,000 5.78% 1.27%
Corporation Limited HR RFEA (Note 3)
(Long position)
(Hit3)
(#8)

Cheah Capital Management H Shares Interests of controlled 52,556,000 5.78% 1.27%
Limited corporation (Note 3)
YEEAERBRAR HE XEEEER (Long position)
(H1:£3)
(#8)

Cheah Company Limited H Shares Interests of controlled 52,556,000 5.78% 1.27%
corporation (Note 3)
NEERAR HR& XEERER (Long position)
(H1i£3)
(#8)

China Machinery Engineering Corporation
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Approximate
Percentage of

Approximate

Number of Issued  Shareholding  Percentage of

Shares/ in the Relevant  Shareholding

Underlying Class of in the Total

Capacity/ Shares Held Shares Shares

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

EEBRRG R

HhkReE ae e

FIEERTRG BOES L BOEI

RRAH MR A3 &5 5%/ ERtE HBERGHE (R) (Hizt1) (%) (Frzt1) (%)

Value Partners Group Limited H Shares Interests of controlled 52,556,000 5.78% 1.27%
corporation (Note 3)
EREEERAA HE XErEER (Long position)
(#1323
(#2)

Cheah Cheng Hye H Shares Founder of a 52,556,000 5.78% 1.27%
discretionary trust (Note 3)
#HEE HR EREFAIIA (Long position)
(H1i£3)
(#2)

To Hau Yin H Shares Interests of spouse 52,556,000 5.78% 1.27%
ins)2 H& [ gy (Note 3)
(Long position)
(H1£3)
(#8)

Grantham, Mayo,Van Otterloo & H Shares Investment manager 45,459,300 5.01% 1.10%
Co. LLC HE& RELE (Long position)
(#8)

GIC Private Limited H Shares Investment manager 45,454,000 5.00% 1.10%
FIEHRE R Hilk RELHE (Long position)
(#2)
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Notes:

0

This percentage is calculated on the basis of the number of underlying
Shares/total Shares that had been issued by the Company as of June
30, 2017.

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

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

The 52,556,000 Shares as referred to in note 3 above.

BNP Paribas Jersey Trust Corporation Limited, as trustee of The C
H Cheah Family Trust, has 100% interest over BNP Paribas Jersey
Nominee Company Limited. BNP Paribas Jersey Nominee Company
Limited has 100% interest over Cheah Company Limited which in turn
has 100% interest over Cheah Capital Management Limited. Cheah
Capital Management Limited has 21.82% interest over Value Partners
Group Limited which in turn has 100% interest over Value Partners
Hong Kong Limited. Value Partners Hong Kong Limited has 100%
interest over Value Partners Limited.

The C H Cheah Family Trust was set up by Mr. Cheah Cheng Hye.
Madam To Hau Yin is the spouse of Mr. Cheah Cheng Hye and
accordingly is deemed to be interested in the 52,556,000 Shares.

Save as disclosed above, as at June 30, 2017, the Directors were

not aware of any persons (who were not Directors, Supervisors or
the chief executive of the Company) who had an interest or short
position in the Shares or underlying Shares which would fall to be
disclosed under divisions 2 and 3 of Part XV of the SFO, or which
would be required, pursuant to section 336 of the SFO, to be

entered in the register referred to therein.

China

Machinery Engineering Corporation
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PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

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

BOARD COMPOSITION

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

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the
Shareholders and enhance corporate value and accountability.
The Company has adopted the CG Code as its own code of
corporate governance. The Company has complied with the
code provisions as set out in the CG Code during the Period
and up to the date of this report except for code provision
A.4.2 of the CG Code. Currently, since the last election for
the current session of the Board was on February 20, 2014,
according to the code provision A.4.2 of the CG Code that
every director should be subject to retirement by rotation at
least once every three years, the Board shall retire the office
by rotation on February 20, 2017. As it matters to the whole
Board, various factors shall be considered to ensure the senior
management of the Company well continues, therefore, the
current session of the Board will continue to perform their
duties until the next session of Board has been elected by
the general meeting. The Company will continue to review
and enhance its corporate governance practices to ensure
compliance with the CG Code.
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COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

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

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

INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

China Machinery Engineering Corporation
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CHANGE TO INFORMATION OF DIRECTORS
AND SUPERVISORS

Mr. WU Tak Lung, an INED, has been appointed as an
independent non-executive director and the chairman of
audit committee of Sinotrans Shipping Limited (FF4MNEfTE
BBRA7F]), a company listed on the Main Board of the Stock
Exchange (stock code: 368) on July 4, 2017. On September
13, 2017, Mr. WU has been resigned as an independent non-
executive director, members of nomination committee and
risk management committee of Huarong Investment Stock
Corporation Limited (22 g##% & I {5 B R A R), a company listed
on the Main Board of the Stock Exchange (stock code: 2277).

Save as disclosed above, as at the date of this report, there
were no other changes to the Directors’ and Supervisors’
information as required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

CHANGE TO INFORMATION IN RESPECT OF
COMPANY SECRETARY

Ms. TSANG Fung Chu ceased to be a joint company secretary
of the Company with effect from July 1, 2017. Following
that, Mr. ZHOU Yamin officially serves as the sole company
secretary of the Company.

REVIEW BY THE AUDIT COMMITTEE

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

UNDERTAKINGS

As disclosed in the Company’s prospectus dated December
11, 2012, the Company and the Directors have covenanted
to the Stock Exchange that they will not, directly or indirectly,
(1) use any of the proceeds from the Global Offering, or make
such proceeds available to any individual or entity, to fund
any activities in or business of or with (i) any individual or
entity or (i) in any country or territory, that at the time of such
funding, is the target of any sanctions administered by OFAC
(the “Sanctions Undertakings”). The Directors confirmed
that both the Company and the Directors were in compliance
with the Sanctions Undertakings as at the date of this report.

January 16, 2016 marked the “Implementation Day”, which
marked the full execution of sanctions relief promised to Iran
as part of the Joint Comprehensive Plan of Action (JCPOA) as
negotiated by Iran, the P5+1 (United States, Russia, China,
France, United Kingdom, Germany) and the EU and endorsed
by the UN. In exchange for curtailing certain nuclear-related
activities, Iran was granted relief from certain U.S., EU, and
UN sanctions. As to Cuba, following a resumption of formal
diplomatic ties between the two countries and the removal of
Cuba from the U.S. government’s State Sponsors of Terrorism
list, a series of amendments to OFAC’s Cuban Assets Control
Regulations and Section 746.4 of Export Administration
Regulations administered by the Department of Commerce’s
Bureau of Industry and Security have substantially expanded
the range of transactions in which U.S. persons are allowed
to engage with Cuba. Hence the Sanctions Undertakings no
longer cover Iran and Cuba.

China Machinery Engineering Corporation
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Following the regulatory changes in the United States, the
Company decided to cautiously approach the Iranian and
Cuba markets. The Company’s potential activities in Iran
are limited and only to civilian infrastructure projects. The
Company plans to undertake construction projects and
carry out trading and service businesses in Cuba through a
subsidiary to be established or any other physical presences
in Cuba. Further, every potential project in Iran and Cuba must
be (1) reviewed by the Company’s internal export compliance
office, (2) reviewed by outside legal counsel, and (3) approved
by the general manager of the Company.

On February 2017, the U.S. Department of the Treasury
imposed sanctions on 13 people and a dozen companies
in response to Iran’s recent ballistic missile test. The Trump
Administration was careful in pointing out these new sanctions
measures were undertaken pursuant to existing statutory
authorities that target Iran’s weapons of mass destruction
(WMD) and ballistic missile activities, but that did not affect
implementation of the JCPOA.
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Although there is some uncertainty with regard to the Trump
Administration’s policy vis-a-vis various U.S. sanctions
regimes, we have been in compliance with the undertakings
made at the time of the Listing as regards economic sanctions.
We also believe that our internal control policies targeted at
sanctions compliance, and in particular our internal compliance
program on export control, are sound and sufficient to assist
us in navigating the evolving international sanctions landscape.
Despite the far-reaching and complex nature of U.S. sanctions
programs, our limited activities in the United States and
rigorous internal control policies will minimize our exposure
and liability to any potential sanctions violations. Of course,
it is not possible to foresee which countries or organizations
the U.S. government may place under sanctions in the future.
However, previous U.S. administrations have provided either
a “wind-down” period, or issued a general or specific license,
in order to allow affected firms to terminate operations and
withdraw from countries placed under new sanctions. Though
the termination or forfeiture of any business operations or
revenue in relation to any newly sanctioned counterparties
industries, projects or countries, may cause an adverse impact
on our operations, financial condition, or ability to carry on
business in the jurisdictions concerned, we strive to reduce
such hazards through proactive political and economic risk
assessment, along with timely legal advice from experienced
external council. Furthermore, as a result of the foregoing,
CMEC'’s exposure in Iran and Cuba is so limited, any adverse
impact from changes to Iran and Cuba sanctions by the United
States will be minimal.

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

IR S ST B HmERNEH RS

Independent review report
To the shareholders of China Machinery Engineering Corporation

INTRODUCTION

We have reviewed the interim financial information set out on pages
87 to 146, which comprises the condensed consolidated statement
of financial position of China Machinery Engineering Corporation
(the “Company”) and its subsidiaries (collectively the “Group”)
as at June 30, 2017 and the related condensed consolidated
statement of profit or loss, the condensed consolidated statement
of comprehensive income, the condensed consolidated statement
of changes in equity and the condensed consolidated statement
of cash flows for the six-month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance
with the relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34”) issued by the
International Accounting Standards Board. The directors of the
Company are responsible for the preparation and presentation of
this interim financial information in accordance with IAS 34. Our
responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

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

AR RS T B RN BFHARS

CONCLUSION

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

Ernst & Young
Certified Public Accountants

Hong Kong
August 28, 2017

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Profit or Loss - Unaudited

RS R R — REER

For the six months ended June 30, 2017 » & Z2017F6 3308 1758 A

For the six months ended

June 30,
B Z6H30H LA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(REES) (REEZEET)
Notes RMB’000 RMB '000
Kt AR¥Fr AR For
REVENUE A 4 9,374,718 8,393,529
Cost of sales HERAR (7,806,034)  (7,182,684)
Gross profit EF 1,568,684 1,210,845
Other revenue H A 4 148,707 6,784
Other income/(expenses), net Hi A/ (FX) F58 4 13,232 (12,615)
Selling and distribution expenses HE RO IERX (369,670) (4083,447)
Administrative expenses THHEX (345,349) (312,829)
Other operating income/(expenses) gl A/ (Fx%) (108,760) 42 121
PROFIT FROM OPERATIONS R R 906,844 530,859
Finance income B AU 5 162,612 558,067
Finance expenses B RS S 5 (259,217) (85,079)
Net finance income/(expenses) BISWA (FX) /F58 5 (96,605) 522,988
Share of profits and losses of: FE(R LA T S F) M 5 18
Associates ErE /N 11,636 5,735
Joint ventures /N 8,779 4,021
PROFIT BEFORE TAX Rt AE F 830,654 1,063,603
Income tax Fris i 7 (219,961) (259,435)
PROFIT FOR THE PERIOD 7 5 R 2 610,693 804,168
Attributable to: BB
Owners of the parent SARERE A 8 609,962 800,360
Non-controlling interests R 731 3,808
610,693 804,168
EARNINGS PER SHARE SREF
ATTRIBUTABLE TO ORDINARY BAREEREDS
EQUITY HOLDERS OF THE PARENT &8 AfE(L
Basic and diluted (RMB) HEXRE#E (AE¥) 15 cents 19 cents
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Interim Condensed Consolidated Statement of Comprehensive Income - Unaudited

FHFAS MRS RER - REET

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

For the six months ended

June 30,
BZ6A30HLAEA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(REEE) (RE&EET)
RMB’000 RMB’000
AR¥ T AR For
PROFIT FOR THE PERIOD ZHA s R 610,693 804,168
OTHER COMPREHENSIVE INCOME Hittir & Wz
Other comprehensive income not to be RIAE 48 HAfE
reclassified into profit or loss in subsequent ENoEERER
periods rE iR A e
Remeasurement of defined benefit EHFERTE
obligations X 7 F 1S 4,805 (12,410)
Other comprehensive income to be reclassified A EEHRERHEE
into profit or loss in subsequent periods BRNEMEGS WS
Changes in fair value of an available-for-sale AftEERE
investment NABEE (364) (194)
Exchange differences on translation of BME G INHTE A FIAY
financial statements of overseas WG mREER
subsidiaries fE X Z=%8 (28,055) 5,975
Total comprehensive income for the period AHE4EWNFHREZE 587,079 797,539
Attributable to: EER
Owners of the parent ISENEIEZ=IN 586,247 793,562
Non-controlling interests IR A 2 832 3,977
587,079 797,539
88 China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Financial Position - Unaudited

AR S St AR & — REERT

June 30, 2017 ¢ 201746 A30H

As at As at
June 30, December 31,
2017 2016
A20174% 20164
6H30H 12H31H
(Unaudited) (Audited)
(REZER) (& 2;5T)
Notes RMB’000 RMB’000
Kt ARE T ARETr
NON-CURRENT ASSETS FRBEE
Property, plant and equipment VI - BRE RiEE 9 1,717,956 1,605,717
Investment properties REYE 20,432 20,988
Prepaid land lease payments TEfS L E IR 10 1,783,235 1,797,297
Intangible assets EBEEE 9,354 9,587
Investments in associates HE SN R E 430,683 265,836
Investments in joint ventures HELARNKE 306,695 297,916
Trade and other receivables g5 N EmEN A 18 521,410 553,937
Amounts due from contract customers  JEIE R & 518 12 2,224,776 2,547,471
Deferred tax assets R IEE E 393,482 411,536
Other non-current assets HihEReh & E 17 592,123 593,076
Total non-current assets FRBEELTE 8,000,146 8,103,361
CURRENT ASSETS REBEE
Inventories TE 11 908,490 495,736
Trade and other receivables 2 5 N E A pE Y I8 13 10,069,393 8,121,101
Amounts due from contract customers  JEUE R &F 218 12 4,401,591 4,693,622
Restricted deposits IR 175 1,206,375 554,588
Time deposits with original maturity over [F24%|Hi H &i@ =1 A
three months 79 7E BB 17 K 6,520,143 5,942,003
Cash and cash equivalents HE RIS ZEEY 14 18,395,713 19,541,868
Total current assets B EEMARE 41,501,705 39,348,918
CURRENT LIABILITIES RBAE
Borrowings BE 16 483,562 576,695
Receipts in advance T8 U FIE 14,748,988 12,473,750
Trade and other payables B 5 R E A B FIR 15 18,008,068 17,541,253
Defined benefit obligations REX =TS 10,222 26,850
Tax payable FEZTRIE 120,244 501,728
Total current liabilities BB EREE 33,371,084 31,120,276
NET CURRENT ASSETS RBEEFE 8,130,621 8,228,642
TOTAL ASSETS LESS CURRENT EEHATER
LIABILITIES REEE 16,130,767 16,332,003
Continued/...
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Interim Condensed Consolidated Statement of Financial Position - Unaudited

AR S Ot AR R — REFERT

June 30, 2017 ¢ 201746 A30H

As at As at
June 30, December 31,
2017 2016
A20175 R20164F
6HA30H 12H31H
(Unaudited) (Audited)
(REZER) (25T
Notes RMB’000 RMB’000
Hiat AR¥ T ARETFr
TOTAL ASSETS LESS CURRENT EEMAER
LIABILITIES REEE 16,130,767 16,332,003
NON-CURRENT LIABILITIES ERBEMS
Borrowings == 16 502,311 469,728
Trade and other payables B 5 Kk H b FET IR 15 77,255 81,206
Defined benefit obligations HETHER 359,323 359,323
Deferred tax liabilities FIEFRIEE F 47,214 46,193
Total non-current liabilities FFREBEEEEE 986,103 956,450
Net assets BEE 15,144,664 15,375,553
EQUITY R
Issued capital BT 18 4,125,700 4,125,700
Reserves e 19 10,946,594 11,202,815
Total equity attributable to owners of &2 B#EA A E{L
the parent B 15,072,294 15,328,515
Non-controlling interests FFERER 72,370 47,038
Total equity ERRE 15,144,664 15,375,553
Director Sun Bai Director Zhang Chun
2= %A ) EE

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited
hEAE A PR R B & — RS

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

Attributable to owners of the parent

#it

BATERAELR
Available-
for-sale
investment  Statutory Exchange Non-
Issued Capital revaluation  surplus fluctuation  Retained controlling Total
capital  reserve  reserve  reserve  reserve profits ~ Sub-total interests equity
AftlE
REER ieBR  EXRE
BRRE  BARR e N £ e REER Nt FEREE  EREE
RMB’'000  RMB’000  RMB’000  RMB’000  RMB’'000 RMB'000  RMB'000  RMB’000  RMB’000
ANREFE ARETL ARETE ARETL ARETr ARETL ARETT AREFZ ARETE
At January 1, 2017 R2017%1 A1 4,125,700 2,838,229 2,705 1,070,754 81,265 7,209,862 15,328,515 47,038 15,375,553
Profit for the period AR - - - - - 609,962 609,962 731 610,693
Other comprehensive income for ~ ZREARIE ft,
the period Al - - - - - - - - -
Exchange differences on BRI
translation of foreign nEEE
operations - - - - (28,156) - (28,156) 101 (28,055)
Remeasurement losses on AEXRER
defined benefit obligations, EfGEEE
net of tax Ntk - - - - - 4,805 4,805 - 4,805
Changes in fair value of an AHHERE
avalable-for-sale investment,  ALEEZE
net of tax Tk - - (364) - - - (364) = (364)
Total comprehensive income for ~ AZRF&A
the period Wit - = (364) - (8156) 614767 586,247 832 587079
Capital contribution fom anon- ~ FEERIERE)
controlling shareholder ERRA - - - - - - - 24500 24,500
Dividends paid to shareholders of AR AIRE
the Company igfi%s! - - - - - (842,468)  (842,468) - (842,468)
At June 30, 2017 201756 A30H 4,125,700 2,838,229* 2,341 1,070,754+ 53,109* 6,982,161* 15,072,294 72,370 15,144,664
Continued/...
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited
A PHER B BR — KA

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

#it

Attributable to owners of the parent

BRARAAER
Available-
for-sale
investment  Statutory ~ Exchange Non-
Issued Capital ~ revaluation surplus ~ fluctuation  Retained controlling Total
capital reserve reserve reserve reserve profits ~ Sub-total  interests equity
AtE
REEfR EERH  ERED
BEARE  ERERE il NEE i REEN It FARER  EREE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
NEETTL NEBTT ARETT ARETL ABETL ARETT AREFT AREFT AREFI
At January 1, 2016 (Restated) ~ R2016F1A1R (Ei) 4,125,700 3,370,907 2,142 892,246 17430 6,092,461 14,500,886 45,555 14,546,441
Profit for the period AEEEH - = = = - 800,360 800,360 3,808 804,168
Other comprehensive income for  ZREAREE A
the period Faka
Exchange differences on BONETE NG
franslation of foreign FEED
operations - - - - 5,806 - 5,806 169 5975
Remeasurement losses on REZRES
defined beneft obligations, EfiEFR
net of tax i - - - - - (124100 (12410) - (12410
Changes In fair value of an At ERE
avallable-for-sale investment A% BEEH - - (194) = = = (194) = (194)
Total comprehensive income for ~ A4 4
the period hinaE - - (194) - 5806 787,950 793562 3977 797539
Business combination under R—EsI THERAR
common control - (532,678) - - - - (532,678) - (532,678)
Dividends paid to shareholders of i F A2 AIRREIRE
the Company - - - - - (820,602  (820,602) - (820,602
At June 30, 2016 2016564308 4125,700  2,838,229" 1948° 892246 23236 6,059,809" 13,941,168 49,532 13,990,700

These reserve accounts comprise the consolidated reserves of

RMB10,946,594,000 (June 30, 2016: RMB9,815,468,000) in the
consolidated statement of financial position as at June 30, 2017.

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited

THISASHREERER — K

mEt

For the six months ended June 30, 2017 » & Z2017F6 3308 1758 A

Six months ended

June 30,
BZ6H30HLAEA
2017 2016
201745 20164
(Unaudited) (Unaudited)
(REEST) (REEZEET)
Notes RMB’000 RMB’000
k2 AR¥FiT AREFT
CASH FLOWS FROM OPERATING RERETBH
ACTIVITIES RERE
Profit before tax: BRAEBTAR A 830,654 1,063,603
Adjustments for: FHEIFE
Finance costs BT AR 11,705 23,014
Foreign exchange differences, net PE H KR SRR 219,623 (236,638)
Share of profits and losses of FEAG B & R B e A
associates KREE (11,636) (5,735)
Share of profits and losses of joint SN b o
ventures N EE (8,779) (4,021)
Interest income A 2 A 5(a) (114,637) (204,840)
Gain on disposal of a subsidiary BB QRSN 21 (58,861) -
Investment income on financial assets TREERE R E (84,179) -
Net losses on disposal of items of REWHE  BWENKEER
property, plant and equipment 1B E A 4 613 1,045
Net losses/(gains) on foreign currency REIINES D
forward exchange contracts and ks B8R/ (Yeak)
interest rate swaps HER 4 (27,453) 14,177
Depreciation e 5(b) 37,494 24,386
Amortisation BN 5(b) 23,356 22,360
Impairment losses/(reversal of MEEER R ERE)
impairment) 5(b) 108,753 (42,421)
926,653 654,930
Increase in inventories FEEM (412,754) (216,733)
Decrease in amounts due from contract  fEIR& F& P FKIER
customers 569,170 919,746
(Increase)/decrease in trade and other B 5 & E bR GRS
receivables (3gm), m (2,047,253) 139,261
Increase in receipts in advance SELE/ O ER I 2,275,238 1,026,458
Decrease in trade and other payables B 5 K E Ath JE A FRIE R (305,262)  (1,703,924)
Decrease in defined benefit obligations BERmELER D (16,628) (1,099)
Cash generated from operations KEEBEENRS 989,164 818,639
Income tax paid EERIZIECY (582,248) (607,612)
Net cash flows from operating activites K& EBELENR S REFE 406,916 211,027
Continued/...
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited
FHIFSEA S EERER — REFFT

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

Six months ended

June 30,
BZ6H30HLAEA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(RS (REEZEET)
Notes RMB’000 RMB’000
k2 ARMFrT AREFTT
CASH FLOWS FROM INVESTING REREZTHH
ACTIVITIES HeERE
Interest received 2 HF 2 85,531 215,100
Investment income on financial assets EMEERE NS 84,179 -
Disposal of a subsidiary EEWEA A 21 (73,316) -
Purchases of items of property, plant BEMXE  BER
and equipment BY=pEl= (103,117) (122,770)
Purchases of available-for-sale BEIHEEIRE
investments = (10,428)
Purchases of preference shares BEELR (24,640) (266,119)
Proceeds from disposal of items of BEEMHE  BEX
property, plant and equipment REEBE TS KIE - 25
Proceeds from/(payments for) HEERHINES L
settlement of forward exchange )SZ?T\JTT?-HHE’]
contracts and interest rate swaps FT{8 338 /(30 (35,965) (11,195)
Additions of prepaid land lease payments REEF TS (4,131) (3,524)
Additions of other intangible assets RNEHMEREE (1,293) (382)
Additions of other long-term assets AEHMEHHEE (4,229) -
Acquisition of subsidiaries under common Hﬁz,ﬂ%%ﬁﬂ % il 9
control B A 20 = (632,678)
Investments in joint ventures HE&RQ TE’J&% = (100,000)
Investments in associates HEE QRN E (19,481) (151,220)
Placing of restricted deposits FREBRHFR (860,898) (21,605)
Proceeds from redemption of restricted ﬁﬁ@%ﬁﬁﬁ%%w—?ﬂﬁ’\]
deposits FT{S 3T 209,111 15,656
Placing of non-pledged time deposits FHE %,Eaﬁﬂ?ﬁ ZHA R
with original maturity of over three 1A = & A & # K 1H
months when acquired Eiﬁf?ﬂ (12,683,766)  (4,515,826)
Proceeds from redemption of non-pledged O 5B ERRIGEIHIH
time deposits with original maturity of tiﬂ:flﬂ e
over three months when acquired E B IFEK TS FIE 12,105,626 4,285,148
Net cash flows used in investing activities & & EEFTARE S REFE (1,326,389)  (1,219,818)
Continued/...
%//_
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited

TR SHREERER — K4

For the six months ended June 30, 2017 » & Z2017F6 3308 1758 A

né(é % AE*l_

Six months ended

June 30,
BZ6H30HLAEA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(RGERT) (REEERT)
Notes RMB’000 RMB’000
HtaE ARETFT AREF T
CASH FLOWS FROM FINANCING REBMETHH
ACTIVITIES HERE
Proceeds from borrowings EE TS IE 331,504 351,154
Repayment of borrowings BEEE (392,054) (647,400)
Capital contribution from non-controlling — FE3ZE A A ER K9
shareholders BN 24,500 -
Dividends paid to non-controlling BT IEFERR IR R
shareholders A AR 2 (3,603) -
Interest paid BAFE (14,868) (18,592)
Net cash flows used in financing activities B & )EBIFTHRAIR &R E F58 (54,521) (314,838)
NET DECREASE IN ReRRELEEY
CASH AND CASH EQUIVALENTS WA FEE (973,994) (1,323,629)
Cash and cash equivalents at beginning  REI#HIIR & &
of period Iﬁﬁ%f’f ) 19,541,868 21,032,899
Effect of foreign exchange rate changes, net [ =R & B i) 57 28 5 28 (172,161) 143,591
CASH AND CASH EQUIVALENTS AT RHEANEER
END OF PERIOD REe%EY 14 18,395,713 19,852,861
ANALYSIS OF BALANCES OF CASH BRERHELZEY
AND CASH EQUIVALENTS BRER D AT
Cash and bank balances RE RIRITE 26,122,231 24,690,844
Restricted deposits balances SR B 1FE 5K ﬁ,lﬁ (1,206,375) (572,214)
Time deposits with original maturity of [RIGEIEA R ﬁ_iﬂ & A
over three months ") 7E BB 3K (6,520,143)  (4,265,769)
Cash and cash equivalents as stated in & mEXRMHIES
the statement of cash flows MRS EEY 14 18,395,713 19,852,861
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

CORPORATE INFORMATION

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

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

On December 21, 2012, the Company became listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(“HKSE”). The Company issued 718,000,000 H shares at
HK$5.40 per share by initial public offering (“IPO”) to investors
in Hong Kong and overseas. Pursuant to the IPO, a total of
71,800,000 domestic state-owned shares of RMB1.00 each
owned by China National Machinery Industry Corporation
(“SINOMACH?”) and China United Engineering Corporation
(“China United”) in aggregate were converted into H shares on
a one-for-one basis and transferred to the National Council for
Social Security Fund of the PRC (“SSF”).

On January 2, 2013, the over-allotment option granted
by the Company was fully exercised, and the Company
issued and allotted an aggregate of 107,700,000 H shares
at HK$5.40 per share. Accordingly, a total of 10,770,000
domestic state-owned shares of RMB1.00 each owned by
SINOMACH and China United were converted into H shares
on a one-for-one basis and transferred to the SSF. As at June
30, 2017, a total of 908,270,000 H shares were listed on the
HKSE.

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

China Machinery Engineering Corporation
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2.2 IMPACT OF

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

2.1 BASIS OF PREPARATION

The unaudited interim condensed consolidated financial
statements for the six months ended June 30, 2017 have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 Interim Financial Reporting and the disclosure
requirements of the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements as
at 31 December 2016. The interim condensed consolidated
financial statements are presented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand, except when
otherwise indicated.

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The accounting policies adopted in the preparation of the
unaudited interim condensed consolidated financial statements
are consistent with those used in the preparation of the
Group’s annual financial statements for the year ended 31
December 2016, except for the adoption of the new and
revised International Financial Reporting Standards (“IFRSs”)
as of 1 January 2017. The Group has not early adopted any
other standard, interpretation or amendment that has been
issued but is not yet effective. These new and revised IFRSs
do not impact the interim condensed consolidated financial
statements of the Group.

2.1

2.2
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

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

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

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

Amendments to IAS 7 Statement of Cash Flows:
Disclosure Initiative

The amendments require entities to provide disclosures about
changes in their liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). On initial
application of the amendment, entities are not required to
provide comparative information for preceding periods. The
Group is not required to provide additional disclosures in its
interim condensed consolidated financial statements, but
will disclose additional information in its annual consolidated
financial statements for the year ending 31 December 2017.

Amendments to IAS 12 Income Taxes: Recognition of
Deferred Tax Assets for Unrealised Losses

The amendments clarify that an entity needs to consider
whether tax law restricts the sources of taxable profits against
which it may make deductions on the reversal of that deductible
temporary difference. Furthermore, the amendments provide
guidance on how an entity should determine future taxable
profits and explain the circumstances in which taxable profit
may include the recovery of some assets for more than their
carrying amount.

Entities are required to apply the amendments retrospectively.
However, on initial application of the amendments, the change
in the opening equity of the earliest comparative period may
be recognised in opening retained earnings (or in another
component of equity, as appropriate), without allocating
the change between opening retained earnings and other
components of equity. Entities applying this relief must disclose
that fact.

China Machinery Engineering Corporation
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2.2 IMPACT OF

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 12 Income Taxes: Recognition of
Deferred Tax Assets for Unrealised Losses (continued)

The Group applied the amendments retrospectively. However,
their application has no effect on the Group’s financial position
and performance as the Group has no deductible temporary
differences or assets that are in the scope of the amendments.

Amendments to IFRS 12 included in Annual
Improvements Cycle - 2014-2016 Disclosure of
Interests in Other Entities: Clarification of the scope
of disclosure requirements in IFRS 12

The amendments clarify that the disclosure requirements in
IFRS 12, other than those in paragraphs B10-B16, apply
to an entity’s interest in a subsidiary, a joint venture or an
associate (or a portion of its interest in a joint venture or an
associate) that is classified (or included in a disposal group
that is classified) as held for sale.

2.2 AT REEFTERTBEREE

Rlpse (&)

B EHERIE1258 (BRT) [ e
Bl HARERESEBDELHIRE
El(&)

AEBEDERRAZFER - A -
BN AEE YW B A HRE R Z8
KZFEFHBENNEE  WEMX
FETHAKRENOM B REEL
BEMNEE -

B BR B 75 3R 45 22 B SE 1258 VB FT &
(8 A\ F E UE (2014 — 2016) B
H) HERHMER 2 ER  BEE
BEMEREEF12FFHHBERE
ZEE

ZEETBEEER TS HREEDNFE12
SRR ERTE (FRB10-B16ESN) i
AREESEREHESBEBIELER
REMABZESHCELERIELE
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

23ISSUED BUT NOT YET EFFECTIVE 2.3 B EM{E I RE N 2 BB &

INTERNATIONAL FINANCIAL REPORTING mEER
STANDARDS
The Group has not applied the following new and revised REEREPBHRET AL EEAAT

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

financial statements.

PREA TS IRE LR o

Amendments to IFRS 2 Classification and Measurement B Bt A R 5 228 ROFZ A0 7R
of Share-based Payment FORMETA itE
Transactions’
Amendments to IFRS 4  Applying IFRS 9 Financial B B s s e i oy &
Instruments with IFRS 4 FARREFA B4 REAY T EA
Insurance Contracts’ BE G BHREER
EoF2BTA
IFRS 9 Financial Instruments’ BERRBREENEE SHIA
Amendments to IFRS Sale or Contribution of Assets B B s 5 28 REEZBREBE N A%
10 and IAS 28 between an Investor and its F10R REREs RERAZEHEE
Associate or Joint Venture* BRI F28HMEFT A HEZRA
IFRS 15 Revenue from Contracts with BB B R 5 EPERKA
Customers’ F15%
Amendments to IFRS Clarifications to IFRS 15 Revenue B Bt AR 5 22 BEER FHEER
15 from Contracts with Customers’ F15RMETA ZE15REPERNA
IFRS 16 Leases? BB BaEERE 16 HE7
IFRS 17 Insurance Contracts® BERYBRELANETHR RESHP
IFRIC 22 Foreign Currency Transactions and BERRBRELRREe JEGHBILE
Advance consideration’ E005%
IFRIC 23 Uncertainty over Income Tax ARYBRERBREE ARREEN T EER
Treatments? F23%
Amendments to IAS 40  Transfers of Investment Property’ BReERE0%N KEWENEE
EHES
Annual Improvements  Amendments to IFRS 1 and 2014F £20165F BB B R E 15
2014-2016 Cycles Amendments to IAS 28’ ERMER S REE 2R
E28 2 T A

U Effective for annual periods beginning on or after January 1, 2018
2 Effective for annual periods beginning on or after January 1, 2019
8 Effective for annual periods beginning on or after January 1, 2021

< No mandatory effective date yet determined but is available for
adoption

The Group is in the process of making an assessment of the
impact of these new and revised IFRSs upon initial application.

1 OO China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

3. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into

business units based on their products and services and has

three reportable operating segments as follows:

(@)

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

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

Services business: this segment mainly engages in
providing export-import agency services, exhibition
services, design services, tendering agency services and
logistics services.

BE

EoEMER

BEAMME AREERERR

RBEIDEBEL - — @A HRE 2K

EoET

(@)

BEAR: ANHEREEHE
REBINERREEBOET
BB (BHEKE - NERHMT
BIER) MR EBRET
(TEPCJ) B %H

BHES  ADHMEBERERE
RINEFEN R /it A& E#
W BARTAEREK -

RIGER : AOoMEERERM
EHARERE  RERE - &R
AR - BRI RS R AR
75 o
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

OPERATING SEGMENT
(CONTINUED)

INFORMATION

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

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

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

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

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH GRS B R RR M

For the six months ended June 30, 2017 » & Z2017F6 3308 1758 A

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

(a) Segment revenue, results, assets and liabilities (a) 2EPWA > 25 - BEEREE
Six months ended H2201756A30R Construction Trading Services
June 30, 2017 AR contracts business business Total
BESR EEES S PR % &t

(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(REES)  (REEH) (REEH) (REEH)
RMB’000 RMB’000 RMB’000 RMB’000
ARBETT AREFT AREFT AREFZT

Segment revenue: AHUA
Sales to external customers HETFIHNDRE 5,078,631 3,681,762 614,325 9,374,718
Intersegment sales HEEHEE 15,259 58,833 262,478 336,570
Reportable segment revenue AHRESBUYA 5,093,890 3,740,595 876,303 9,711,288
Reportable segment profit AHEDHEH 569,310 83,165 133,586 786,061
Finance income on receivables from MR P RIAN
customers BBKA 26,408 21,495 72 47,975
Finance costs BT R AR 83 6,675 4,947 11,705
Depreciation and amortisation HEREH - - 557 557
Provision/(reversal of provision) of RESERE/
impairment losses (BfERm)
- Trade and other receivables ~ B REMERZE 50,039 (2,236) 15,394 63,197
— Amounts due from contract customers  — ERAREF A 45,556 - - 45,556
Construction Trading Services
As at June 30, 2017 201756 A308 contracts business business Total
BEAR RS S PR £ &t
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(REE) (KRB  (REHH)  (RESH)
RMB’000 RMB’000 RMB’000 RMB’000
ARETL ARETT ARETT ARBET7
Reportable segment assets RESHEE 15,384,122 4,746,332 1,630,760 21,761,214
Reportable segment liabilities AHEIHAE 26,796,830 6,249,480 4,933,791 37,980,101
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

Capital expenditure for the period is unallocated to
segments as such expenditure is managed on a group

basis.

China Machinery Engineering Corporation

FEMHREIRRAERAT

3. OPERATING SEGMENT INFORMATION 3. &&5XER (4&)
(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) 2EPUWA > 25 - BEEREE
(continued) (%)
Six months ended HZE2016F6H30H Construction Trading Services
June 30, 2016 IE~EA contracts business business Total
BEAH EUES S i CH
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REF:)  (REH|E)  (REHE)  (REFH)
RMB’000 RMB’000 RMB’000 RMB’000
ANBEFL  AREFT AREFT AREFL
Segment revenue: YA
Sales to external customers HETINDRP 4544033 3,376,544 472,952 8,393,529
Intersegment sales DEFEHEE - 109,508 249,354 358,862
Reportable segment revenue AHEDBRA 4,544,033 3,486,052 722,306 8,752,391
Reportable segment profit qHED HEH 684,034 40,038 28,273 752,345
Finance income on receivables from R E AR
customers BMBKA 75,650 5,028 = 80,678
Finance costs BIBBA 2,436 13,994 6,584 23,014
Depreciation and amortisation HEREH 673 497 1,665 2,835
Provision/(reversal provision) of impairment Ji{& 5 E /
losses (BfE#E)
- Trade and other receivables - B RAMENTIE (93,037) (596) 14,711 (78,922)
- Amounts due from contract customers  — EAREF A 36,501 - = 36,501
Construction Trading Services
As at December 31, 2016 R2016F12 318 contracts business business Total
BESH BHEK PRIEES At
(Audited) (Audited) (Audited) (Audited)
(BE:T) (B=&:T) (B=&ET) (&)
RMB’000 RMB’000 RMB’000 RMB’000
ANREFT  AREFT AREFT AREFT
Reportable segment assets ARSI BEE 14,523,170 4,190,692 1,499,928 20,213,790
Reportable segment liabilities AREIPEE 24277521 6014039 5118087  35400,597

HAEARIAED TEDE
DHEREARXREERERE
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

3. OPERATING SEGMENT
(CONTINUED)

INFORMATION 3. REQIER (&)

(b) AIEMED LA ~ BF
B -EEREBENER

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

For the six months ended

June 30,
BZ6H30HELAEA
2017 2016
20175 20164
Note (Unaudited) (Unaudited)
Kz (RGEST) (REEEE)
RMB’000 RMB’000
AREFT AREFT
Revenue: A
Reportable segment revenue AJ3RE 7 2PN 9,711,288 8,752,391
Elimination of intersegment revenue 9 ZBRIUL A K 8% (336,570) (358,862)
9,374,718 8,393,529
Profit: A
Reportable segment profit A RE D i 786,061 752,345
Share of profits and losses FEERE & AR
of associates wA & &R 11,636 5,735
Share of profits and losses of X RN
joint ventures wA R EE 8,779 4,021
Investment income on financial assets & g & E R B zE 84,179 -
Gain on disposal of a subsidiary BREWB AT W 21 58,861 =
Other income, net Hfth e AR 5,047 4,247
Other operating income/(expenses) HipmgA /(%) () (300)
Interest income from bank deposits R B HRITERHIFIE LA 114,637 204,840
Interest cost recognised in respect of  FLEREX MBI EIFER
defined benefit retirement plans B B A AN (6,085) (6,965)
Unallocated foreign exchange AAMER Mz (BE)
gains/(losses), net et (172,161) 143,591
Depreciation and amortisation e R (60,293) (43,911)
Profit before tax BR A% A8 A 830,654 1,063,603
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

3. OPERATING SEGMENT

(CONTINUED)

INFORMATION

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

3.

REDWER (&)

(b) TTIREDIBUA ~ BRI
B -EEREENHE (&)

As at As at
June 30, December 31,
2017 2016
H2017F R2016%F
6H30H 12H31H
(Unaudited) (Audited)
(REHES) (&)
RMB’000 RMB’000
AR¥Fr AR For

Assets: BE
Reportable segment assets AIREDEHEE 21,761,214 20,213,790
Elimination of intersegment receivables 43 B il & X I8 4K £ (4,264,824) (4,371,002
17,496,390 15,842,788
Restricted deposits X R HITFR 1,206,375 554,588

Time deposits with original maturity FEHB@EB=1EAKN

over three months TEHITE =X 6,520,143 5,942,003
Cash and cash equivalents HERIRESEEY 18,395,713 19,541,868
Property, plant and equipment ME - BENEE 1,717,956 1,605,717
Prepaid land lease payments TEf AR EFIA 1,783,235 1,797,297
Intangible assets B EE 9,354 9,587
Long-term assets EHEE 7,935 =
Investments in joint ventures HAELRAIMKE 306,695 297,916
Investments in associates HEE QN RINRE 430,683 265,836
Deferred tax assets ELEFIREE 393,482 411,536
Other non-current assets Hi3EmEh & E 592,123 593,076
Other unallocated assets EtARDIEEE 641,767 590,067
49,501,851 47,452,279

Liabilities: afE:
Reportable segment liabilities AISEDHEE 37,980,101 35,409,597
Elimination of intersegment payables =B RS FE B I 8 (4,159,917) (4,266,965)
33,820,184 31,142,632
Defined benefit obligations REX IS 369,545 386,173
Tax payable FE ST 1A 120,244 501,728
Deferred tax liabilities EERIB B E 47,214 46,193
34,357,187 32,076,726

China Machinery Engineering Corporation

FEMHREIRRAERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

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

(c) Geographical information (c) HhEEEER
Revenue from external customers REPBEFHKA

For the six months ended

June 30,
HZE6H30H I~ EA
2017 2016
20175 20164

(Unaudited) (Unaudited)
(RBEET) (REEEET)
RMB’000 RMB’000
AR#F T AREFT

Mainland China R B K e 3,110,849 3,046,672
The Republic of Angola 2P HFNE 1,868,000 672,919
Pakistan EEAA 1,247,431 818,858
United States X & 655,501 237,011
Argentina B AR 32 563,622 145,179
Venezuela Z N 435,851 614,912
Lao People’s Democratic Republic EMARREEZHNEH 214,835 228,305
Serbia ERMET 160,524 275,232
Cameroon X252 159,512 269,152
Sri Lanka HEBFR 109,315 57,335
Others HAt 849,278 2,027,954

9,374,718 8,393,529

The revenue information above is based on the locations A EWAE B TR B P i i &
of the customers. e
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AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

3. OPERATING SEGMENT

(CONTINUED)

INFORMATION

(c) Geographical information (continued)

3.

==

(c)

CEDWER (&)

wEEEHER (&)

Non-current assets ERBEE
As at As at
June 30, December 31,
2017 2016
20175 R20164F
6H30H 12H31H
(Unaudited) (Audited)
(RECFES) (K| ET)
RMB’000 RMB’000
AR¥Fr ARETFT
Mainland China B K e 3,641,749 3,624,257
Others Hip 53,679 363,269
3,695,428 3,987,526

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

deferred tax assets.

(d) Information about major customers

The Group did not derive more than 10% of its total
revenue from any single customer for the six months

ended June 30, 2017 and June 30, 2016 respectively.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

4. REVENUE, OTHER INCOME/(EXPENSES), NET

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

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

4. WA~ HisWA /(FX) B8

WAREHANRERERENE ST
HHNEEERBRFE BESRE
HERBEA - FIRERBEEARD
Wk U E MEH S WAL -

7 o W e U A - H M A R At i
A/ (%) BEATMT -

For the six months ended

June 30,
B Z6H30HL<EA
2017 2016
20174 20164
Note  (Unaudited) (Unaudited)
k=3 (REES) (REEZEET)
RMB’000 RMB’000
AR¥Fr ARETF T
Revenue WA
Construction contracts ZiEAE 5,078,631 4,544,033
Trading business BEH%% 3,681,762 3,376,544
Services business PR 7% %75 614,325 472,952
9,374,718 8,393,529
Other revenue Hapug A
Investment income on financial assets £ @& ER AW 84,179 -
Gain on disposal of a subsidiary BEEM B AR WS 21 58,861 -
Government grants B 7 B 5,667 6,784
148,707 6,784
Other income/(expenses), net Hple A/ (BIX) B8
Net losses on disposal of items of BREWE  MENRKRIEHEER
property, plant and equipment HII8 K F R (613) (1,045)
Net gains/(losses) on foreign currency = HASNE & 49 & FI =
forward exchange contracts and mERES
interest rate swaps (18K) F#=8 27,453 (14,177)
Others HAity (13,608) 2,607
13,232 (12,615)
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AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

5. PROFIT BEFORE TAX

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

(a) Finance income and finance expenses

5. ERBLADER

AEBEZBRBADEN 0 (GEA)

UTNERREH

(a) MBRARMBERFRT

For the six months ended

June 30,
B Z6H30H LA
2017 2016
20174 20164
Note (Unaudited) (Unaudited)
23 (REFES) (REEEET)
RMB’000 RMB’000
AR¥F ARETT
Finance income on receivables FEW % F FRIE R
from customers B g U A 47,975 80,678
Foreign exchange gains R - 272,549
Interest income FEBA 114,637 204,840
Finance income BRI A 162,612 558,067
Interest cost recognised in respect iR E X tm IG5 HER
of defined benefit obligations EORAINSYp N 6,085 6,965
Interest expenses on borrowings EEMNERX 6 11,705 23,014
Foreign exchange losses PE 5 B8 233,227 -
Bank charges and others IR1TBR M EAM 8,200 5,100
Finance expenses W= 259,217 35,079
Net finance income/(expenses) RIBRER 5
recognised in profit or loss WA (FX) F58 (96,605) 522,988

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

Far P HIE S Ot B R aR M =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

5. PROFIT BEFORE TAX (CONTINUED)

(b) Other items

5. BRBiAIRR (&)

(b) HAbEE

For the six months
ended June 30

B Z6H30H LA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(RESES) (REEZEET)
RMB’000 RMB’000
AR¥Fr AREToT
Amortisation gy
- Prepaid land lease payments — A LA ERIR 18,193 19,484
— Intangible assets —\BmEEE 1,526 1,591
- Long-term assets — REEE 3,637 1,285
23,356 22,360
Depreciation e
— Property, plant and equipment — W% - BEREE 36,937 23,468
- Investment properties —REWE 557 918
37,494 24,386
Impairment losses/(reversal of WEEE S CRERE)
impairment) on
— Trade and other receivables — B 5 REMEWFRIE 63,197 (78,922)
— Amounts due from contract — WA RRF A
customers 45,556 36,501
108,753 (42,421)
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

5. PROFIT BEFORE TAX (CONTINUED) 5. BRBIAIER ()

(b) Other items (continued) (b) EMIEE (&)

For the six months ended

June 30,

HZE6H30H I EA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(REES) (REEE)
RMB’000 RMB’000
AR¥FT AREFoT

Operating lease charges KEHEER
— Lease of properties —HEME 16,329 13,032
— Lease of other assets —HEEMEE - 502
16,329 13,534
Cost of construction contracts &2iEA R AR 3,988,895 3,604,354
Cost of goods sold P om 8 B B AR 3,436,837 3,229,683
Cost of services provided PR it AR TS RO R AN 380,302 348,647
7,806,034 7,182,684
6. INTEREST EXPENSES ON BORROWINGS 6. BEMFERX

EENMERAX I T

An analysis of interest expenses on borrowings is as follows:

For the six months ended

June 30,

BZ6H30HLLAEA
2017 2016
20174 20164
(Unaudited) (Unaudited)
(REEES) (REsE)
RMB’000 RMB’000
ARM¥FT AREFT
Interest expenses on borrowings EERN B 11,705 23,014

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

ARAEFET P AR A SO I B R MY =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

INCOME TAX

Pursuant to the relevant laws and regulations in the PRC, the
statutory enterprise income tax rate of 25% was applied to
the Group for the six months ended June 30, 2017 and 2016,
except for two subsidiaries of the Group which were entitled
to the preferential tax rate of 15% (2016: 15%) because they
were recognised as high and new technology enterprises by
the local governments in the PRC.

Hong Kong profits tax has been provided at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profits arising in
Hong Kong during the period. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing
in the countries (or jurisdictions) in which the Group operates.

Fri&®t

BEFPEEEERRER  AEER
HZE2017F F201646 A30H Ik
BMAERAMNECECEMBHREXRAR
25% + MEZAN & B 8 R M B A B 4
B 5 IR R E A e i T 2
BHEZ H15% (20164 : 15%) K&
HHERRN -

EANGHDIRPRETEELEN
i 5T FE SR B 0% A19%16.5% (20164F :
16.5%) BB R IZHE - N EAb i [R &
ERBFBIRAEELERENR
R (KelEiE) NERMEFTER
IE o

For the six months ended

June 30,

HZ6H30HILAEA
2017 2016
201745 20164
(Unaudited) (Unaudited)
(KRBT (REEERT)
RMB’000 RMB’000
AREFT AREFT
Current income tax — Mainland China BVERFTIS B — AR B KB 197,970 248,975
Current income tax — Hong Kong BEVEAFTIS L — B - 1,201
Current income tax — Others BVEAFR 1S — E A 2,813 1,715
Deferred income tax RIEFTIS TR 19,178 7,544
Total tax charge for the period ANEARIRIE S 4258 219,961 259,435

Interim Report 2017
“E—LFHHRE



114

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

7. INCOME TAX (CONTINUED) 7. FRE® (&)
A reconciliation of the tax expense applicable to profit before BARRNRREKXZEHMNE A B P
tax at the statutory rates for the countries (or jurisdictions) in BIR (K AEERE) AR ETE
which the Company and the majority of its subsidiaries are R B A& K8 A 2 B IE R 2 B R B R
domiciled to the tax expense at the effective tax rates are as BEAE 2 BERIOERNT
follows:

For the six months ended

June 30,
HZ6H30HILAEA

2017 2016
20175 20164

(Unaudited) (Unaudited)
(REBEET) (REgE)
RMB’000 RMB’000
AR#®FIT AREFT

Profit before tax R A5 A Y A 830,654 1,063,603
Tax at the statutory tax rate ARG ERTIE 207,664 265,901
Lower tax rate(s) for specific provinces or ¥ EA& (7 ekt 7 & B HIER

enacted by local authority R F =R (4,879) (3,973)
Income not subject to tax B R s (12,125) (5,695)
Expenses not deductible for tax AT H0FE B 2 29,301 3,202
Tax charge at the Group’s effective rate I ANEEER T RAEMFHIES B 219,961 259,435

8. EARNINGS PER SHARE ATTRIBUTABLE TO 8. ZFERBAREEREFEA

ORDINARY EQUITY HOLDERS OF THE PARENT HNERER

The calculation of the basic earnings per share amount is BREXRAMNTIZEE2017F6A30
based on the profit for the six months ended June 30, 2017 BIENEAFBN SRR EBEaR
attributable to ordinary equity holders of the parent and the B ARG MR EAE #ETE BRI
weighted average number of 4,125,700,000 (six months ended 7 ¥59214,125,700,000% (#%£2016
June 30, 2016: 4,125,700,000) ordinary shares in issue during F6H30H LE7<18 A : 4,125,700,000
the period. f&) 58 o

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

ARAEFET P AR A SO I B R MY =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE PARENT

(CONTINUED)

The calculation of basic earnings per share is based on:

BEEREAREERSEREEA

NEREN (&)

BREABNNAETTER

For the six months ended

June 30,
HZ6H30HIEA@EA
2017 2016
20175 20164
(Unaudited) (Unaudited)
(REGEET) (CREE&EET)
RMB’000 RMB’000
AR#FIT AREFT
Earnings ZH
Profit attributable to ordinary equity STESREARBEFETES
holders of the parent used in the BN AR T @R
basic earnings per share calculation A AR F 609,962 800,360
Number of shares
RGOEE
For the six months ended
June 30,
BZ6H30HLAEA
2017 2016
20175 20164
Thousands Thousands
shares shares
FR FH&
Shares iidn)
Weighted average number of ordinary STEERERRZF AR
shares in issue during the period RN E BT BERA
used in the basic earnings per share InfEFE
calculation 4,125,700 4,125,700

The Group had no potentially dilutive ordinary shares in issue
during the six months ended June 30, 2017 and 2016.

REBERE E20174 %20169F6 A30
HIEANEAYEEZETEBESH SN
rE R o
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

9. PROPERTY, PLANT AND EQUIPMENT

During the six months ended June 30, 2017, the Group
acquired property, plant and equipment with a cost of
approximately RMB103,117,000 (six months ended June 30,
2016: RMB122,770,000). No material items of property, plant
and equipment were disposed of during the six months ended
June 30, 2017 and 2016.

10. PREPAID LAND LEASE PAYMENTS

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

11. INVENTORIES

9.

10.

11.

WEE - BE KRR

#H £2017F6H308 1E ~ @ A - A&
EEWEME  BERZEHKAR
4 B A R ¥103,117,0007T (8 =
2016F6 H30H IE /<A B : AR ¥
122,770,0007T) ° & £2017F &
201656 H30R LE/NE A + AEEIW
ERBEAMAEAYE  KBERZXEBE
H o

BN LB ERE
At LB EEE BEAE BRI

A FR B K I B 1 3 BT S A5 30 (52 R
RHES -

T
As at As at

June 30, December 31,

2017 2016

R20175F 20164

6H30H 12H31H
(Unaudited) (Audited)
(REEES) (#&&|a1)
RMB’000 RMB’000

ARETFTT ARETT

Goods in transit TEEEm 203,674 73,547
Entrusted processing materials REMIYE 166,635 153,277
Finished goods SUAY o 501,689 220,256
Completed properties held for sale BEEHEENE ST WE 38,398 50,562

910,396 497,642
Provision for impairment B R (1,906) (1,906)

908,490 495,736

1 1 6 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

12. AMOUNTS DUE FROM CONTRACT CUSTOMERS 12. ERWEREFRIE

As at As at

June 30, December 31,
2017 2016
R2017%F 20164
6H30H 12H31H
(Unaudited) (Audited)
(RBEET) (Fez&st)
RMB’000 RMB’000

ARETT AERETFT

Gross amounts due from contract B A RE P FIAEEE
customers
— Current portion — mEE D 4,401,591 4,693,622
— Non-current portion — IERFEEHD 2,224,776 2,547,471

6,626,367 7,241,093

Contract costs incurred plus recognised 245 B E£ES RKAND

profits less recognised losses to date TR m FR B R A 1B 98,199,433 93,105,326
Less: Progress billings W EE IR 91,573,066 85,864,233

6,626,367 7,241,093
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

13. TRADE AND OTHER RECEIVABLES

13. EZ K At EWRIA

As at As at

June 30, December 31,

2017 2016

20175 R20164F

6H30H 12H31H

Notes  (Unaudited) (Audited)

Hiat (REET) (£2E5T)

RMB’000 RMB’000

AREFTT ARMEF T

Bills receivable FEUW =% 42,769 68,184
Trade receivables E 5 W IE 7,014,006 5,619,071
Less: Allowance for doubtful debts o REREAE (b) (945,585) (840,205)
Trade and bills receivables B 5 WA & W ZE i (a) 6,111,190 4,847,050
Advances to suppliers [ i fE B FE < 20E 2,308,364 2,024,858
Other receivables H A e U IR 2,245,123 1,873,834
Less: Allowance for doubtful debts T REREAE (b) (73,874) (70,704)
2,171,249 1,803,130

Portion classified as non-current DB AR EE

assets H)EB (521,410) (553,937)
Current portion RENE S (e) 10,069,393 8,121,101

1 1 8 China Machinery Engineering Corporation
FEIRMREIRRAOERA S



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

13. TRADE AND OTHER RECEIVABLES
(CONTINUED)

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

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

13. EZ R EMEWRIER (&)

(a)

ARl 2 AT

RIEZRZEH RBESHRNE
2 FE WU IR B e M 3R R AR B

HHERE T
As at As at
June 30, December 31,
2017 2016
120175 20164
6 H30H 12H31H
(Unaudited) (Audited)
(REBEST) (Fez&st)
RMB’000 RMB’000

ARETT ARET T

Within 3 months 3E A AR 3,222,979 2,819,832
3 months to 6 months 3@ A =61E A 836,120 199,330
6 months to 1 year 6fE HZE1F 880,175 610,301
Over 1 year s 1,171,916 1,217,587

6,111,190 4,847,050

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

BRIEABEHRESHFEHH
EPIEERG—REEED-
BTERIEABEBZRPH
& BT AE BB & X B L1
o XEINNEEERA - KT
BHEBEFPHNEEN—ROR
=EXEAR - BREE—RRNE
{THERREET180B M EHA -

Interim Report 2017
“E—LFHHRE

119



120

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

13. TRADE AND OTHER
(CONTINUED)

RECEIVABLES

(b) Impairment of trade and other receivables

The movements in provision for impairment of trade

receivables and other receivables are as follows:

13. EZ R EMEWRIER (&)

(b) EZRHMERKRERE

B 5 I WA B H b W IRUR

EREHENEHOT :
As at As at
June 30, December 31,
2017 2016
R2017%F 20164
6H30H 12H31H
(Unaudited) (Audited)
(RBEET) (Feg&st)
RMB’000 RMB’000

ARETT AEETFT

At January 1 M®1A1H 910,909 716,504
Impairment losses recognised B FERR R EE 1 69,130 220,577

Transfer in from amounts due from ERAEKNSRZ P A
contract customers 45,353 38,069
Impairment losses reversed BB E R REE B (5,933) (61,004)
Amount written off as uncollectible g 1 BT Y Bl B 4 B8 - (3,237)
1,019,459 910,909

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

13. TRADE AND OTHER RECEIVABLES
(CONTINUED)

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

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

13. EZ R EMEWRIER (&)

(c) RBENESEUKARER

L

MABEBTAREEBEBBRENE
5 e IE N e N B M ER R
G N

As at As at

June 30, December 31,
2017 2016
R20175F 20164
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (&R &|ET)
RMB’000 RMB’000

ARETFTT ARETT

Neither past due nor impaired BL R R IR KR (E
Less than 3 months past due # BA3E A AR

3 months to 6 months past due BEA3E61E A

6 months to 1 year past due wHEAGE A =14
More than 1 year past due BEIF LA |

1,955,592 1,507,269
247,803 79,081
120,062 50,238
200,821 150,714

89,112 271,541

2,613,390 2,058,843

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

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

BE R 380 B 7 RO (B #Y FE Wk TR B
AT HA I B R RR 8k H) 2 2 0 BN
EFER -

A EE I RORE R R MR IR B %
HBIUEFHER WEELAKE
EBREFMABRE - RIBBHE
K HNEEEEYESBAE
1t B F AR AR R R B2
B MEREREBANZTE
FREHBERME -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

13. TRADE AND OTHER

(CONTINUED)

(d) The amounts due from the related parties of the
Group included in the trade and other receivables

RECEIVABLES

13. EZ R EMEWRIER (&)

(d) BURAEERERBST KA (FFA
B REMEWRRIE) 24T

are analysed as follows: T
As at As at
June 30, December 31,
2017 2016
R20175F 20164
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (& &|5T)
RMB’000 RMB’000
ARMF T ARBTTT
SINOMACH 10,594 10,155
Fellow subsidiaries EESGIENG 68,106 55,461

These balances are unsecured, non-interest-bearing and
repayable on credit terms similar to those offered to the
major customers of the Group.

(e) As at June 30, 2017, certain borrowings of RMB6,093,000
(December 31, 2016: RMB4,362,000) were secured by
the Group’s bills receivables.

(f) Asat June 30, 2017, certain borrowings of RMB1,920,000
(December 31, 2016: Nil) were secured by the Group’s
trade receivables and equity interest in a subsidiary held
by non-controlling shareholder.

China Machinery Engineering Corporation
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RERBABER  THALE
TR AREEER RN

EEMEE -

(e) M201746H30H HEFHEEA
R #6,093,0007T (2016512 H
318 : AR¥4,362,0005T) FA
SERNEKREEBIERER -

() M201746A308 & FHEE A
R #1,920,0007T (2016412 A 31
H: &) BASENE S EUK
B R IEPE IR B R A K B A B AT HE
A= ERER o



14. CASH AND CASH

S

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

BT A S O B B R aR M

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

PLEDGED DEPOSITS

EQUIVALENTS AND

14. B2 RBESCEEYRIRHEE

As at As at
June 30, December 31,
2017 2016
120175 201645
6H30H 12H31H
(Unaudited) (Audited)
(REGEET) (F&2&5T)
RMB’000 RMB’000
AR#FT AREFT
Cash and bank balances H& RIRTTHE R 26,122,231 26,038,459
Less: Pledged deposits B R BT (1,206,375) (554,588)
Cash and cash equivalents in the REHT KRR RIS &
consolidated statement of financial ReEEY
position 24,915,856 25,483,871
Less: Non-pledged time deposits with B BERRRTEA
original maturity of over three R=1EA LA L&
months when acquired AR IR E HAIE K (6,520,143) (5,942,003)
Cash and cash equivalents in the R AR R K& BF
statement of financial position and in the JR&REXRNRE KL
consolidated statement of cash flows WEEEY 18,395,713 19,541,868

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

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

AR BKEMER - R
- AR B ARE COMNEE R K
(MEE - EERNEERRE) A&
B ] A R R AR SME XA RV ERTT
RARESKEMEE

RITESWEBRITERNKEZH
MK S - BREHREROFREN
F-—HE=ZER  BIEAEEEE
BeFdELME  LRABEHAEHT
FAMRETR - |RITHER B ERER
FRAOCHEERCEABEER W
RTT e
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

15. TRADE AND OTHER PAYABLES

15. E5 K E BN

As at As at

June 30, December 31,

2017 2016

20175 20164

6H30H 12H31H

(Unaudited) (Audited)

(REES) (&)

RMB’000 RMB’000

AREFTT ARMEF T

Bills payable AL 277,679 115,623
Trade payables 2 ZERTFRIE 12,792,836 13,012,654
13,070,515 13,128,277

Accrued salaries, wages and benefits Eitse - TERER 1,011,943 1,022,817
Other taxes payable Hfih fE 4 Fi1E 11,372 80,356
Other payables H b FE A 5RIE 3,012,286 3,180,134
Derivative financial instruments PTESR T A 56,732 120,151
Dividends payable FET AR B 842,647 3,782
Interest payable FERF B, 2,573 5,736
Others Hith 77,255 81,206
18,085,323 17,622,459

Less: Portion classified as current liabilities J& : DA RSB B D (18,008,068) (17,541,253)
Non-current portion ERENE D 77,255 81,206

1 24 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

15. TRADE AND OTHER PAYABLES (CONTINUED) 15. EZ R HMENKIE (&)

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

REBZEZAH RBESHROENE

BREFENTRENREDOTAOT

is as follows:
As at As at
June 30, December 31,
2017 2016
20175 HR20164F
6H30A 12A31H
(Unaudited) (Audited)
(REGEET) (#&2&ET)
RMB’000 RMB’000
AR¥FT AREFT
Within 3 months 31EA AR 4,236,804 4,789,865
3 months to 6 months 31E A =618 A 855,145 517,075
6 months to 1 year 6EAZ=1F 1,094,189 921,771
Over 1 year 1 E 6,884,377 6,899,566
13,070,515 13,128,277

The amounts due to the related parties of the Group included
in the trade payables are analysed as follows, which are

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

EANANEEBE SRR GTABSE
NHIE) DIFTWAT - ZERBREE
R~ B B EERE

As at As at

June 30, December 31,

2017 2016

20175 HR20164F

6H30A 12A31H

(Unaudited) (Audited)

(REGEET) (#&2&ET)

RMB’000 RMB’000

AR#FT AREFT

SINOMACH i3 550 2,029
Fellow subsidiaries GES =N 698,156 722,559
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

16. BORROWINGS 16. (B &
As at June 30, 2017 As at December 31, 2016
R2017%6 A30H ®2016F12A31H
Effective Effective
interest rate Maturity (Unaudited) interest rate Maturity (Audited)
BERA= AMA  (REET) ERF% g = (l&T)
(%) RMB’000 (%) RMB’000
ANRETFT ANRETFT
Current e
Short term bank loans: RERITER
~ Unsecured - BER 1.86-6.23  2017-2018 425911  0.28-6.76 2017 281,645
— Secured - BER 3.48-4.79  2017-2018 32903  3.60-4.79 2017 193,213
Current portion of long REBFITEZM
term bank loans: MBS
- Unsecured — BER 1.25-4.75  2017-2018 24,748 1.25-1.55 2017 1,252
- Secured — AR - - - 2.35 2017 100,585
483,562 576,695
Non-current 15k
Long term bank loans: RERITER :
- Unsecured —EER 1.55-4.95 2018-2022 225111  0.05-4.99 2018-2022 278,128
- Secured — BER 3.80-5.45 2018-2025 277,200 545  2018-2025 191,600
502,311 469,728
985,873 1,046,423

China Machinery Engineering Corporation

FEMHREIRRAERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

16. BORROWINGS (CONTINUED)

16. 58 (&)

Bank loans repayable EEZBITER
As at As at
June 30, December 31,
2017 2016
R2017%F 20164
6H30H 12H31H
(Unaudited) (Audited)
(REFES) (&)
RMB’000 RMB’000
AREFT AREFT

Analysed into: DA

Within one year —F LR 483,562 576,695
In the second year FF 145,316 208,852
In the third to fifth years, inclusive FE=FEERTF (BREEMRST) 168,257 164,852
Over five years REFUE 188,738 106,024
985,873 1,046,423

Notes:

(@)

As at June 30, 2017, certain borrowings of RMB36,090,000
(December 31, 2016: RMB20,000,000) were secured by the
Group’s property, plant and equipment.

As at June 30, 2017, certain borrowings of RMB6,093,000
(December 31, 2016: RMB4,362,000) were secured by the
Group'’s bills receivables.

As at June 30, 2017, certain borrowings of RMB1,920,000
(December 31, 2016: Nil) were secured by the Group’s trade
receivables and equity interest in a subsidiary held by non-
controlling shareholder.

As at June 30, 2017, certain borrowings of RMB266,000,000
(December 31, 2016: RMB191,600,000) were secured by the
Group’s prepaid land lease payments.

As at June 30, 2017, no borrowing (December 31, 2016:
RMB269,436,000) was guaranteed by the Company.

Mzt -

(@)

R201746H308  BTHEEARE
36,090,0007C (20164E12 A31H :
AR #20,000,0007T) B AL B
% - BB RBREIERER o

R2017F6H30H ' ETHEREARK
6,093,0007T (20164 12A31H : A
R #4,362,0007T) 2N & @ 7 FE IR
ZIRIEREH -

MR20176F6A30H + ETEEARK
1,920,0007C (20164F12H31H : &
7T) AR ERE 5 e RIE kIS
PRARRA M B A R IR AN E SR A
B o

MR2017F6H308 ' ETEEARK
266,000,0007C (201645124318 :
A R #191,600,0007T) B A £ B
TE LR ERIBIERIEMA -

MR201756A30H » BEHAAFE
EROEE (20165F12A318 : AR
#269,436,0007T) °
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

17. OTHER NON-CURRENT ASSETS 17. HinERBEE
As at As at
June 30, December 31,
2017 2016
A20175F R20164F
6H30H 12H31H
(Unaudited) (Audited)
(REES) ($ERET)
RMB’000 RMB’000
AREFTT ARMEF T
Available-for-sale investments At HERE
Listed equity investments, at fair value: FHRERE - BAREE
Hong Kong BB 2,565 2,565
Shanghai s} 7,552 8,038
10,117 10,603
Unlisted equity investments, at cost JE ETHIRHEEIRE - AN 582,006 582,473
592,123 593,076

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

18. ISSUED CAPITAL 18. ERTRA
As at As at
June 30, December 31,
2017 2016
20175 R20164F
6H30H 12A31H
(Unaudited) (Audited)
(REEST) (JEF=ET)
RMB’000 RMB’000

ARETT AERETFT

Ordinary shares, issued and fully paid BT MR E AR
Domestic shares of RMB1.00 each B A RE1.00THRE I 3,217,430 3,217,430
H shares of RMB1.00 each HE A RE1.007T AIHE 908,270 908,270
4,125,700 4,125,700
There was no movement of issued capital during the six REZ20174F6H30H IE/NfE A k&
months ended June 30, 2017 and the year ended December FE2016F12A31ALFE - BEITR
31, 2016. AL EEAT R E B o
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

19.

20.

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior periods are presented in the
consolidated statement of changes in equity on pages 91 and
92 of the financial statements.

BUSINESS COMBINATION UNDER COMMON
CONTROL

As set out in note 25(d), on May 31, 2016, the Group
acquired the 100% equity interest in China National Complete
Engineering Corporation at a total cash consideration of
RMB532,678,100. The Company and China National Complete
Engineering Corporation were under the common control
of SINOMACH both before and after the acquisition, and
such control was not transitory. Thus, the acquisition was
considered to be business combination under common
control. The acquisition date is May 31, 2016, which is
determined by the date of equity transfer. Accordingly, the
consolidated statement of profit or loss and the consolidated
statement of comprehensive income include the results of each
of the combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under common control, where this is a
shorter period, regardless of the date of the common control
combination. The net assets of the combining entities or
businesses are combined using the existing book values from
the controlling parties’ perspective. No amount is recognised in
consideration for goodwill or excess of the acquirers’ interest
in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities over cost at the time of the
common control combination, to the extent of the continuation
of the controlling party’s interest.

China Machinery Engineering Corporation
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19.

20.

iR
NS B AR IR ROB A IR O R £

A BHER BB RN 27 -

B —#2 6 T R XK a6t

INHTTE25(d)FT &L - AR & B R201645
A318 M A R #532,678,1007T H 42
BeREVEFEKEIRBRAA
B)100% A% # - WEERTT& + ANA A B
BETRERA Y ZEENRE—
| BEFIENRERAN - Bt
ZWEE S AR —ZEH THEBLE
Bt o U BE B #3 520164F5A318 @ )b
BIEREEZAHAET - Bt - &6
BRXREHEEREREENBR
ERFVHRBAEESHE RN EBLF
AR —iEHl 2 ARETA B (AR
RHRRE) S ERNEBNE
B M wmE—ESE B A - 3
B E B FE E AT S5 M
EEAEMNEEESH - EEH A2
B=FEZBERT - RE &6
HR P SRR S B T FE R
AHANEE  AERHIBEBENAR
SFEBARWIER NS T AR



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

20. BUSINESS COMBINATION UNDER COMMON

CONTROL (CONTINUED)

The carrying amounts of the consolidated assets and liabilities

of China National Complete Engineering Corporation and its

20.

B —#2H THEBE 6 (&)

FEKRETIRERARNRENE QA
REBEEHNAHEERAREEE

subsidiaries as at the acquisition date and the comparative AR L8R B IS R AT
financial figures were as follows:
As at As at
May 31, December 31,
2016 2015
120165 20154
5H31H 12H31H
RMB’000 RMB’000
ARMTF T AREFT
Property, plant and equipment ME - BENKEE 30,192 31,276
Intangible assets EmEE 2 2
Investment in an associate HEE N RIMRE 1,462 1,462
Non-current trade and other receivables 3JERENE 5 K H th & Y k18 2,351 2,353
Deferred tax assets EET T E E 2,180 2,403
Inventories FE 376,882 194,415
Current trade and other receivables BB 5 K E A E W FRIA 668,978 548,002
Restricted deposits SRR B 281,084 252,130
Cash and cash equivalents HE RIS EEY 602,986 688,285
Borrowings BE (77,599) (114,880)
Receipts in advance TEWGRIE (997,647) (718,228)
Current trade and other payables TRENE 5 R E A E IR (375,973) (436,734)
Current defined benefit obligations MBREI MBI - (2,970)
Tax payable FEZ 1A (58,874) (563,312
Non-current defined benefit obligations — FERBNRTE X tn 5515 (24,170) (24,170)
Deferred tax liabilities FEHIERE (25,694) (25,009)
Non-controlling interests JEIE R RE RS (10,977) (10,972)
Total identifiable net assets at EEREESY AR #HAFEE
carrying amounts, net of @EE - HURSEE R =
non-controlling interests 395,183 334,053
Surplus of consideration over REREEFEEDFENAL
net asset carrying value 137,495
Satisfied by cash LATR & 2+t 532,678
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 » & Z=201746 3308 1-7~1@ A

21. DISPOSAL OF A SUBSIDIARY

In December 2016, the Company entered into a conditional
equity subscription agreement to dispose of its entire equity
interest in CMEC International Exhibition Co., Ltd. (“CMEC
Expo”) to China National Machinery Industry International Co.,
Ltd (“SINOMACHINT”) as consideration for the Company’s
subscription of an approximately 19.29% equity interest in
SINOMACHINT. Upon completion of all conditions of the equity
subscription agreement, the Company shall own approximately
19.29% of the total equity interest in SINOMACHINT, and
CMEC Expo shall no longer be a subsidiary of the Company.
In January 2017, all conditions of the equity subscription
agreement were completed.

The carrying amount of the assets and liabilities of CMEC Expo
as at the disposal date were as follows:

21. GEWEB AT

2016F12 8 + ANA BIFT 3 B &1
mRERE MPRERREREES
A7 ([SINOMACHINTJ) H &R
AETBEEEERREMAR ([FHE
RRE|) MEIER  EARAFR
SINOMACHINT 2 8 #719.29%42 2= A9
RE - TRE=RERZENE GG
% » AN X A) 5 % B SINOMACHINTHE
IAAEEHI19.20%  MAEREBEFN
BEARAIMNKB AR - KR2017F1
A #EaRBREOmEgtess
ﬁjz °

AERREXNHERNNEENREE
FREENT

Note RMB’000
HiaE ARE T

Net assets disposed of: HENTSERFEE :
Property, plant and equipment ME - BE K&K 954
Current trade and other receivables BN E 5 [k Fh FE YRR IE 52,517
Cash and cash equivalents RERBEEFEY 73,316
Receipts in advance TE W SR IE (33,782)
Current trade and other payables MBVE 5 N H b e B (15,570)
Tax payable JE A1 (2,567)
74,868
Gain on disposal of a subsidiary BB AR 4 58,861
Consideration KE 133,729

China Machinery Engineering Corporation
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R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

21. DISPOSAL OF A SUBSIDIARY (CONTINUED) 21. GENE AT (&)
RMB’000
AR TFT
Satisfied by: SENPIEE
Equity interest of approximately 19.29% TASINOMACHINTAY
in SINOMACHINT #919.29%Hy#E 25 133,729
An analysis of the net outflow of cash and cash equivalents in HHEE—XWBARABBMNIRERE
respect of the disposal of a subsidiary is as follows: SEEYRLFENDTETIAT -
RMB’000
ARMTFT
Cash consideration RENE =
Cash and bank balances disposed of BHRERE RIRTTEHK (73,316)
Net outflow of cash and cash equivalents in  EREMNE A THBHIRS &
respect of the disposal of a subsidiary ReFEWRTFE (73,316)
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For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

22. OPERATING LEASE ARRANGEMENTS 22, REFEZH
(a) As lessor (a) EHBEHAA
The Group leases its investment properties under REEBBEEHELHEER
operating lease arrangements, with leases negotiated for KREWZ  ZEEHANTF—ZE1R
terms ranging from 1 to 5 years. The terms of the leases FoHEBKRR—BRTERELX
generally also require the tenants to pay security deposits NiRFEE RBATAREE KT
and provide for periodic rent adjustments according to the EHRAEMES -

then prevailing market conditions.

At June 30, 2017, the Group had total future minimum 201766 A30H  "EE IR &

lease receivables under non-cancellable operating leases EBEPE MBI EHEE

with its tenants falling due as follows: B R R IR E SRR
T

As at As at

June 30, December 31,

2017 2016

R20174 20164

6H30H 12H31H

(Unaudited) (Audited)

(REEST) (Je2=ET)

RMB’000 RMB’000

ARETFTT ARETT

Within one year —FE PR 52,339 12,282
In the second to fifth years, inclusive E_FERFERF

(BEERMF) 145,816 4,509

Over five years AERE = =

198,155 16,791

1 34 China Machinery Engineering Corporation
FEIRMREIRRAOERA S
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R ETPHI A S OB IR ML

For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

22. OPERATING LEASE ARRANGEMENTS
(CONTINUED)

(b) As lessee

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

At June 30, 2017, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

22 WEMERH (&)

(b) EREBA

ARERBEEEERIRES
FHAZMERNARE © %
WENETEINFE=F -

MR20179F6 A308 @ KN&E B IR IE
TR RS E R BB Ay R
REEHESEFENT

As at As at

June 30, December 31,
2017 2016
"2017%F 20164
6H30H 12H31H
(Unaudited) (Audited)
(RE&ES) (fz&5t)
RMB’000 RMB’000

ARETT ARET T

Within one year —F PR 7,844 3,372
In the second to fifth years, inclusive E_FEFERF

(BEERRE) 7,572 825

15,416 4,197
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

23. COMMITMENTS 23. &iE

24,

In addition to the operating lease commitments detailed in note
22(b) above, the Group had the following capital commitments
at the end of the reporting period:

B £ ST RE22(b) wF it 19 48 2 1H B A
oh AEBRBREBREEUATER
HE

As at As at
June 30, December 31,
2017 2016
20175 R2016%F
6H30H 12H31H
(Unaudited) (Audited)
(REFEG) (&FEE)
RMB’000 RMB’000
AR¥Fr AR For
Contracted, but not provided for: BRI AV B R
Land and buildings T MEF 784,776 466,312
Capital contributions BEAREAN 451,886 521,593
1,236,662 987,905

CONTINGENT LIABILITIES

The Company and certain subsidiaries of the Group are
defendants in certain lawsuits as well as the named parties in
other proceedings arising in the normal course of business.
While the outcomes of such contingencies, lawsuits or other
proceedings cannot be determined at present, the directors of
the Company believe that any resulting liabilities will not have
a material adverse impact on the financial position, liquidity,
or operating results of the Group.

China Machinery Engineering Corporation
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BRIRBEREZFLE M FFalK
HMXBEFNER  ARREEN
EEABEIBNEETSHAEE
MBI - RBESNEEREE
HEERTHNEE -
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For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

25. RELATED PARTY TRANSACTIONS 25. B AR S
(a) In addition to the transactions detailed elsewhere in (a) BRZFMBmMEEMED A
these financial statements, the Group had the following RGN NEER BN B
transactions with related parties during the period: BHEITATRS ¢
(b) In the opinion of the Directors, the transactions below (b) EERAE  TIIRFIRAEE
were conducted in the ordinary course of business of the —MREBBERIRBE RS E SR
Group and in accordance with the terms agreed between a7 3 E MG FGETT ¢

the Group and its related parties:

For the six months ended

June 30,
HZ6H30HILAEA
2017 2016
20175 20164

(Unaudited) (Unaudited)
(REBEET) (REsEE)
RMB’000 RMB’000
AR#®FIT AREFT

Receipt of engineering services and EXERERTHEHE

products from Ti2ARTS M

- Fellow subsidiaries — RAMNEAF] 26,932 90,946
Provision of engineering services and AT HE F R TERS

products to M E @

— SINOMACH — B 234,450 337,198
Provision of integrated services to M 5 & iRt s S IR

— SINOMACH — [ - 236

- Fellow subsidiaries — RANERAF] 23,940 41,898
Net deposits withdrawn from KT FREFFFEE

— A fellow subsidiary ——RKRARXHEBAF] 796,869 966,912
Interest income received from A %1 & 75 WER EY 1 B A

- A fellow subsidiary — —RKERMEAF 30,522 29,693
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Setaamms 19/



138

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

it P ISR S St IS R M EE

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

25. RELATED PARTY TRANSACTIONS (CONTINUED)

25. M A RS (&)

(c) Outstanding balances with related parties: (c) EERAEEL VA4S REREE -
As at As at
June 30, December 31,
2017 2016
R20175F 20164
6H30H 12H31H
(Unaudited) (Audited)
(REGEET) (f&=ET)
RMB’000 RMB’000
ARMFT ARETFT
Cash deposits placed with RTINS FTRIRETFR
- A fellow subsidiary ——XAZRWBAF 1,793,156 2,590,025
Trade and other receivables from W TIETNE S &
H At R UK
- SINOMACH — B 10,594 10,155
— Fellow subsidiaries — RAZRHB AT 68,106 55,461
Receipts in advance from B8 T 3% 75 WE A TE W IR
- SINOMACH — B 820,075 351,240
— Fellow subsidiaries — RAZRHB AT 6,069 12,943
Trade and other payables to RETHNEHHE S &
H fth fE 1~ 5RI8
— SINOMACH — [E 550 2,029
- Fellow subsidiaries — RRMNE AT 698,156 722,559
Prepayments to B T & HF0R
— Fellow subsidiaries G EVNG] 39,205 27,229

(d)

Note:

Except for the balances of cash deposits placed with a fellow

subsidiary which accrue interest at relevant market rates, the

balances due from related parties are unsecured, interest-free

and have no fixed terms of repayment.

As disclosed in note 20, on May 31, 2016, the Group
acquired the 100% interest in China National Complete
Engineering Corporation from SINOMACH for a cash

consideration of RMB532,678,100.

China Machinery Engineering Corporation
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For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

25. RELATED PARTY TRANSACTIONS (CONTINUED)

(e) As disclosed in note 21, in December 2016, the Company
entered into a conditional equity subscription agreement
to dispose of its entire equity interest in CMEC Expo
to SINOMACHINT as consideration for the Company’s
subscription of an approximately 19.29% equity interest
in SINOMACHINT. In January 2017, all conditions of the
equity subscription agreement were completed.

(ff Compensation of key management personnel of

25. AR5 (&)

(e) 1A fff FE21FT # 58 - M20164F12
A AR B G EERE
%% WSINOMACHINTH & £
FAERREMNEHNEZR - 1F
AR R A R ESINOMACHINTZY
19.29% = HI (B © 201741
A BaREBENFABERED

HITA °

(H TXEEXEZEBASHMH

the Group:
For the six months ended
June 30,
B Z6H30H L /<fE A
2017 2016
201745 20164
(Unaudited) (Unaudited)
(RGEST) (REEERT)
RMB’000 RMB’000
AR¥ T AREFT
Short term employee benefits EHEEB R 12,690 11,002
Post-employment benefits BB B E A 291 243
Total compensation paid to key AFrEEEABYMNH
management personnel Hr M 4azE 12,981 11,245
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R

RETT PSS Ot B TS AR MY

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

26. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

26. RERISITNEMTHE

BHEERT AR R E R A AR E(E L

instruments as at the end of the reporting period are as T
follows:
Available-
for-sale
financial Loans and
assets receivables Total
AR E EXK
CREE P RRIE #at
June 30, 2017 RMB’000 RMB’000 RMB’000
201746 A30H AREFT AREFT AR¥EFT
Other non-current assets HipIEmBEE 592,123 - 592,123
Amounts due from contract customers Bl & REP A - 6,626,367 6,626,367
Financial assets included in trade and FTAE S R E AU
other receivables TNIEHNSREE - 7,761,029 7,761,029
Restricted deposits R EIFHK - 1,206,375 1,206,375
Time deposits with original maturity RIAZIEA B BB =& A
over three months 7 E HATE X - 6,520,143 6,520,143
Cash and cash equivalents RERREEEY - 18,395,713 18,395,713
592,123 40,509,627 41,101,750

China Machinery Engineering Corporation
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For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

BY CATEGORY

26. RERISAINEMTA (&)

(CONTINUED)
Financial
liabilities at
fair value
through Financial
profit or liabilities at
loss - held amortised
for trading cost Total
BRAREEL
ERBRTE  REHHEX
Hemas 5 AR HY
- REEE cREE et
June 30, 2017 RMB’000 RMB’000 RMB’000
201756 H30H ARETFT ARETFT AREFT
Financial liabilities included in trade and STAE S M EMENTIEN
other payables TRIBE - 16,085,374 16,085,374
Derivative financial instruments, included in 5t A2 5 & B R 2B
trade and other payables TEeRTA 56,732 - 56,732
Interest-bearing bank and other borrowings st 8R1T R EMEE - 985,873 985,873
56,732 17,071,247 17,127,979
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REETTPHI A S S IS R M &

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

26. FINANCIAL INSTRUMENTS BY CATEGORY

26. ZEFBI>NEMTE (&)

(CONTINUED)
Available-
for-sale
financial Loans and
assets  receivables Total
A HE BER Rk
TREE FEWRIE BEt
December 31, 2016 RMB’000 RMB’000 RMB’000
2016%12A31H ARBEFT ARETT AREFT
Other non-current assets HiIEREEE 593,076 - 593,076
Amounts due from contract customers EWAEREFHIEA - 7,241,098 7,241,093
Financial assets included in trade and STAE 5 R E A EUGRIER
other receivables TREE - 6,096,243 6,096,243
Restricted deposits R EIFHK - 554,588 554,588
Time deposits with original maturity RisEE B @B =18 A/
over three months TR - 5,942,003 5,942,003
Cash and cash equivalents BeMREEEY - 19,541,868 19,541,868
593,076 39,375,795 39,968,871

China Machinery Engineering Corporation
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For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

26.

27.

FINANCIAL INSTRUMENTS BY CATEGORY
(CONTINUED)

December 31, 2016
20164F12 A31H

26. RERISAINEMTA (&)

Financial

liabilities at

fair value Financial

through profit liabilities at

or loss - held amortised

for trading cost Total
mRAREEY
FRERTE  REEKA
ofeat=ti=Rr 51 BREY
—FEEE Gl st
RMB’000 RMB’000 RMB’000
ANREFT AEBETFTT AREFT

Financial liabilities included in trade T AE S MEAM RN IR
and other payables TRAE

Derivative financial instruments, FTAB S R E A FER IR
included in trade and other payables TESRMTIA

Interest-bearing bank and FTERITREMEER

other borrowings

- 16,314,147 16,314,147

120,151 = 120,151

= 1,046,423 1,046,423

120,151 17,360,670 17,480,721

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

(@) Financial instruments carried at fair value

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

27. B¥EKREERAAEE

(a)

UAREEIIRNEMIA

TREIARAEBEFENSHE
TARNBEMRERRYERE
ERETR T HE - ®RE| M
REH R BEE R EE R
MEEE SERTANAAE
BEERBKEBEHZAABESEM
FEEZNREENRBAZHE

e
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AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

27. FINANCIAL RISK MANAGEMENT AND FAIR 27. i EREER AREE (&)

VALUES (CONTINUED)

(a) Financial instruments carried at fair value (a) ADAAEEIRNESETA
(continued) (%)
The Group’s financial instruments carried at fair value as AEEMN2017F6 A30H K2016
at June 30, 2017 and December 31, 2016 are measured F12AMBEAAEBEBEIIENE
under level 1 or level 2. BT AYRE1RRE LTS -
As at June 30, 2017 As at December 31, 2016
R201756A30H 72016512 A31H
Fair value measurement using Fair value measurement using
RANTBENALEETE KANLTEBRNARBEAE
Quoted Quoted
prices Significant prices  Significant
in active observable in active  observable
markets inputs markets inputs
(Level 1)  (Level 2) Total (Level 1) (Level 2) Total
RERTE EATEE WERmYS; EAAER
HRE WAE R (B BAE
(E14%) (3828%) @t (8514R) (524) st

RMB’000  RMB’000 RMB’000  RMB'000
ARETH AR®Frn ARETT ARETIL

RMB'000  RMB’000
ABMTT AREFIL

Assets BE
Available-for-sale AARMIEREEE
investments included BRIt HERE

in other non-current

assets 10,117 - 10,117 10,603
Liabilities aff
Derivative financial HAE S R E A

instruments included HRIBROTE

in trade and other SRITE

payables

- Foreign currency — REINER L

forward exchange

contracts - 56,732 56,732 -

1 44 China Machinery Engineering Corporation
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For the six months ended June 30, 2017 o & Z201746 5308 It/~1E A

27. FINANCIAL RISK MANAGEMENT AND FAIR 27. EREER AREE (&)

VALUES (CONTINUED)

(b) Fair values of financial instruments carried at
other than fair value

The carrying amounts of the Group’s financial instruments
which were stated at cost or amortised cost were not
materially different from their fair values as at December
31, 2016 and as at June 30, 2017 except the following:

As at June 30, 2017

(b) FTRAABEIERNEHMIA

HAREE

#20165F12831H K201746 A
308 « AN & B IR K AN 3 #E 55 K
ATEMESBMTEMERERLR
AREETEERNEZE - AT
AN

R201756 A30H 2016412 A31H
Carrying Carrying
amount Fair value amount Fair value
IREE AREE BRHEE AREE
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT AREFT AEETT
Non-current portion of EUA R& F I8
amounts due from HIIEmENED
contract customers 2,224,776 2,194,669 2,547,471 2,726,876

(c) Estimation of fair values
(1) Receivables and borrowings
The fair value is estimated as the present value of the

future cash flows discounted at the market interest
rate at the end of the reporting period.

(c)

AREBENMGE
(1) ERFEEREE
ARBEMATRARKRER

EBRHmE RIS R
HEIRIE -
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AT HAE B S OF BA 75 AR AR MY 5

For the six months ended June 30, 2017 o & Z=201746 8308 [E/~1& A

27. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(c) Estimation of fair values (continued)
(2) Derivatives

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

28. SUBSEQUENT EVENT
There was no material event subsequent to June 30, 2017.
29. APPROVAL OF INTERIM CONDENSED
FINANCIAL STATEMENTS
These interim condensed financial statements of the Company

were approved and authorised for issue by the board of
directors on August 28, 2017.
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Definitions and Glossary of Technical Terms

“Audit Committee”

[EHEEE]

“Board”

(Exg]

“CG Code”
[ (EEERTRD |

“China United”

[FEEA

“China Machinery R&D”

[P 6

“CMEC New Energy”

[P R BEIR |

“CMIPC”

[ PR

“CNCEC”

[FAE]

E 2 N B Al i 58

the audit committee of the Board
EEgETEEE

the board of Directors of the Company
RAFIEEE

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

R CETRRAD ME+mz (REERTAD

China United Engineering Corporation* (#f B4 T2 /2 R)), an enterprise
established in the PRC on January 21, 1984 and a wholly-owned subsidiary
of SINOMACH, our connected person and our Promoter who holds 1.00%
equity interest in our Company as at the date of December 11, 2012
REIEES T2 AR - —RAW1984F1 A21 BEFR B IR - B#HEE
MEAR - FEEAEARMANBEEATBERA - N2012F12A118EH
ZNA F)1.00%% 1

China Machinery International Engineering Design & Research Institute Co.,
Ltd.* (FHEBIBR TREEFTAIC AR ETL AR, a company incorporated in
the PRC and a wholly-owned subsidiary of the Company

PHER TRRHRARAEREERF  — KPR BEEMAZAR R AR
RNAIZEME AR

China National Guo Lian Development New Energy (Wuxi) Co., Ltd.* (&%
BlHt 85 5 a8 R 3 R B R A 7)), a joint venture company owned as to 50%
and 50% by the Company and Wuxi Guolian Environmental Energy Group
Co., Ltd.* (5 BIEIRRAEIR & B B R A7)
PEREBESFRERERGRAR - AAR G RESEBRREREEBR
RNADBIFFES0%RENEE AT

China Machinery Industrial Products Co., Ltd.* (F 2 EEEHELEF R ST
A \]), a company established in the PRC on February 6, 2002 and a wholly-
owned subsidiary of the Company

PREERBREGRETAR - —KNR2002F2A6BEFBEK A RE] -
WRARFZERBHONEAR]

China National Complete Engineering Corporation* (fFBIfXE T2 B R A 7)),
a corporation established in the PRC on September 5, 1985 and wholly-
owned by the Company

FEIKETIRARAR @ —RN1985F9ASAEFBEK UM E - BAR
ClES-§7 %=
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Definitions and Glossary of Technical Terms

»oow

“Company”, “our Company”,
or “CMEC”

[RaEl) ~ [ARF
sk [ Bl T2 ]

“Core Sectors”
(2172 ]
“Corresponding Period
in 2016”

[20164F A H5 |

“Director(s)”

[E%]

“Domestic Shares”
[A&ER ]

“EPC”

[EPC]

£
rEx

BB
—

1 48 China Machinery Engineering Corporation
FEIRMRE IRRAERAT

China Machinery Engineering Corporation* (Ff B ## % & T2 D AR A
A]), a joint stock company with limited liability incorporated in the PRC
on January 18, 2011, and except where the context indicates otherwise,
includes (i) our predecessors and (i) with respect to the period before our
Company became the holding company of its present subsidiaries, the
business operated by it and its present subsidiaries or (as the case may
be) its predecessors

HEIRRE T RROARAEF - —KN2011561 A18HER B MK ZH
BRI ERAR - BERXESEMEIN - BREOFFIAS R ARE KA
REWNBRARINERABZANERNE - XARRAEREMBARIR (18
BERME) HAIHEE 2 %5

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

the six months ended June 30, 2016
HZE20169F6 A30H L/ @A

the director(s) of our Company

ARREF

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

BPIRARP O ERE - BREERARE.007T - NAARERE MERE

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

FEZHNEREA  ABRXIERRINERETR KB BIR
ALHFEAIE  EMLANES (BERSBEABEARNINAERDE
MAKMBEBLIE)  UHIREANEE w52 IHEKAEE

European Union
BRI 2



Definitions and Glossary of Technical Terms

“GE”

i
3
&
pil}

“Group” or “our Group”,
“we” or “us”

(@] - [AEHE] 3 [3FA]

“H Share(s)”

[HA%

“Hong Kong dollars”
or “HK$”
[#&7T]

“INED(s)”
[BIEHITESE]

“International Engineering
Contracting Business”

[BIR TRRABER]

“JiKan Research Institute”

[ 1 &b |

“JYP”
[HE]

K\
[ TR

E 2 N B Al i 58

U.S. General Electric Company, a company incorporated in the United
States, whose principal activities include, among others, engineering and
power generation services

EEBEAERAA  —KNERTMRIHLRAF  EFE2XHBEE (Hdha
&) TRREERE

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

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

BT BIRAHEFEIN EHINERR - BRREEARE1.007T - RERPT T -
NABTREREE

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region of the PRC
BT FEFERNTERREEEE

the independent non-executive Director(s) of our Company

ARBBILIFFRITES

the International Engineering Contracting Business conducted by our Group
with a primary focus on EPC projects
HAEEFRE - WAEPCHE REHMBEER IREABER

China JiKan Research Institute of Engineering Investigations and Design
Co., Ltd.* (M TE BRI B R A7), a company incorporated in
the PRC and a wholly-owned subsidiary of the Company

BT EBRRFAAREERLF - —KRPEFMK IO QBN RAAR]
2EMBAF

Japanese Yen, the lawful currency of the Japan
HE - BAREEEHS

unit of electric potential, kilovolt. 1 KV=1,000 volts
BEEAR TR - 1F1K=1,0000K4F
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Definitions and Glossary of Technical Terms

KW
[TE]

“Listing Rules”

[ CEMHRAD) |
“Model Code”

[ CR¥ESTRLD |
SMW?

[JEE ]

“Non-Core Sectors”
[BERZ DT

“OFAC”
MONEEEES D]

“Period”

[ A< HfE]

“PRC” or “China”

[

“PPP”
rPPP)

“RMB” or “Renminbi”
[ AR ]

China Machinery Engineering Corporation

FEMMREIRRAERAT

unit of energy, kilowatt. 1 KW = 1,000 watts
BeIRENITFL o 1 F R =1,00054F

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time
(RER EMARRD)  (EAREET - Wz A= AT &)

the Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules
CETRAD MsEtEe ( ERBETAZESETIFRHNRESTR])

unit of energy, megawatt. 1 MW=1,000 KW. The installed capacity of power
plants is generally expressed in MW
BERELIIKEL - 1K R=1,000T R - H#EMERDTEBEARRERR

any sectors that do not fall within the Core Sectors of our International
Engineering Contracting Business
ERIIEE N PR TRABEB RO TENTE

the Office of Foreign Assets Control of the US Department of the Treasury
EEM BB TINREEE SR

the six months ended June 30, 2017
B ZE2017F6 308 L/~ A

The People’s Republic of China excluding, for the purpose of this report only,
Hong Kong Special Administration Region of the PRC, the Macau Special
Administration Region of the PRC and Taiwan

hEARANE - EgAREME - TEETFEEFEEFTERE - BEEM
FrRlfTH R K 8

Public-Private Partnership

BFMit @ EARE R

Renminbi yuan, the lawful currency of the PRC

AR  PEBUZEEX



“Services Business”

[ AR#% %75

“SFO”

[ &5 NS RA

“Share(s)”

[ Btn |

“Shareholder(s)”

[BER

“SINOMACH”

[ B |

“SINOMACHINT”

[ SINOMACHINT |

“Sinosure”

[ E{ER]

“SSF”

HRECEES

“Stock Exchange”
[ Bt <2 FfT |

Definitions and Glossary of Technical Terms

E 2 N B Al i 58

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

AEEFRENRDARE - WRRE - BERS - BERRERE - #H0
1%@)1&%%&%@1%%

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to time
EREDIESTIERH LG R (EIRHER] ~ MR sA R M7 B2

share(s) in the share capital of our Company, with a nominal value of
RMB1.00 each, including our Domestic Shares and H Shares
KRB APEREEAREL.00THID © BIEREREH

holder(s) of our Share(s)
BARIRGFEE A

China National Machinery Industry Corporation* (T Bt T ¥ =B AR A
7)), a state-owned enterprise established in the PRC on May 21,1988, our
controlling shareholder

B ZERRRP RS TEEEERA
P E B T3

» —KM1988F5 21 HAEMN

China National Machinery Industry International Co., Ltd. (47 B #4 E R &
YEAPBR A R]), a company incorporated in the PRC on May 21, 1988 with
limited liability and a wholly-owned subsidiary of SINOMACH
HEERBEIRAERR AR - M1988F5A21 AEFBFEMK L 2 BRA A
R 2 EH BT

China Export & Credit Insurance Corporation (B H D{ZRREB AR, a
policy-oriented insurance company specializing in export credit insurance
in the PRC and an independent third party

PR OERRRAR - —REFHEEL HOERRBRAECEIERR QR
BYE=F

National Council for Social Security Fund of the PRC
PEARANBZELEREESIESS

The Stock Exchange of Hong Kong Limited
ERMARXZMERAT
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Definitions and Glossary of Technical Terms

“Supervisor(s)”

(&%)

“the Belt and Road”
[—f—B& ]

4

“Trading Business’

['& 5 %7 ]

“UN?
(B &

“United States” or “U.S.”
or “US”
=30

“US dollars” or “US$”
or “USD”
[%&t]

“%H
[%]

*

one (or all) of our Company’s supervisors

AREN—% (H28) BF

the Silk Road Economic Belt and the 21st-Century Maritime Silk Road
R 2 B EOB TS N2t 4D 0 AR 2 R

the international and domestic trading business conducted by our Group
REBETHRBENBEAE 5%

the United Nations
BAE

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

EHRAERE - HEL BHEASHAAEENMAE

United States dollars, the lawful currency of the United States

T EEHEE B

per cent
EXsd

Denotes English translation of the name of a Chinese company * EREARI N ERBELEN R EL K

or entity or vice versa and is provided for identification MERIER - EHEET -

purposes only.

China Machinery Engineering Corporation
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LEGAL NAME OF THE COMPANY

MRS TR B R AR

ENGLISH NAME OF THE COMPANY

China Machinery Engineering Corporation*

BOARD OF DIRECTORS

Executive Directors

Mr. SUN Bai (Chairman)
Mr. ZHANG Chun (President)

Non-executive Directors

Mr. WANG Zhian
Mr. YU Benli
Mr. ZHANG Fusheng

Independent Non-executive Directors

Mr. LIU Li

Ms. LIU Hongyu

Mr. FANG Yongzhong
Mr. WU Tak Lung

SUPERVISORS

Mr. QUAN Huagiang (Chairman)
(Shareholder representative supervisor)

Mr. QIAN Xiangdong (Shareholder representative supervisor)

Mr. BAlI Ming (Staff representative supervisor)

COMPANY SECRETARY

Mr. ZHOU Yamin

*  For Identification Purposes Only

Corporate Information

[NEEHR

KATEEERR

B MRS TR AR AR
RARHEXEE

China Machinery Engineering Corporation®
B
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BRELE (BEFLR)
SRFRLE (HE)

FHTES
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SRfEAESLE
BYEHITES
BhksE
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JIKBIEE
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EE

RERELE (BEFK)
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ERRSEE (KEAXEE)
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Corporate Information

DNEER

AUTHORIZED REPRESENTATIVES

Mr. ZHANG Chun
Mr. ZHOU Yamin

AUDIT COMMITTEE

Mr. LIU Li (Chairman)
Mr. WANG Zhian
Ms. LIU Hongyu

NOMINATION COMMITTEE

Mr. SUN Bai (Chairman)
Ms. LIU Hongyu
Mr. FANG Yongzhong

REMUNERATION COMMITTEE

Mr. FANG Yongzhong (Chairman)
Mr. WANG Zhian
Mr. LIU Li

STRATEGY AND DEVELOPMENT COMMITTEE

Mr. SUN Bai (Chairman)
Mr. ZHANG Chun

Mr. YU Benli

Mr. LIU Li

OPERATION AND RISK MANAGEMENT
COMMITTEE

Mr. ZHANG Chun (Chairman)
Mr. WANG Zhian

Mr. ZHANG Fusheng

Mr. FANG Yongzhong

China Machinery Engineering Corporation

FEMHREIRRAERAT

REAR

RFRLE
BAEREE

Fitzae

BNkt (£E)
Takkst
B Fat

REZES

Bart (£E)
BT+
7K BEE

yMEES

TKERE (L/E)
Takkst
kst

BREZRESS

BRELE (£E)
FRFSLE
RAEELE

Bl hrt

ReHEREEEES

FERE (£E)
TAREE
SRR E
KB E



INDEPENDENT AUDITORS

International Auditors
Ernst & Young

PRC Auditors

Ernst & Young Hua Ming LLP (Special General Partnership)

PRINCIPAL BANKS

China Development Bank

The Export-Import Bank of China

Industrial and Commercial Bank of China Limited

Bank of China Limited

CITIC Bank

China Merchants Bank (Beijing Branch)

Bank of Communications (Beijing Dongdan Sub-branch)

REGISTERED OFFICE AND HEAD
OFFICE IN THE PRC

No. 178 Guang’anmenwai Street
Beijing, PRC

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Room 804, 8/F, Tower 1
South Sea Centre

75 Mody Road
Tsimshatsui East
Kowloon, Hong Kong

HONG KONG H SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Corporate Information
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KR AN E TSP

o B 12 2L AP
OKERSTMELHT (FHREBER)

FEARERAT

BZK F B ERTT

R M ERTT

P T RRTT
PEIRITI D BR A A
RISERTT

HBERTT (ERDTT)
ZBIRTT (ERREXIT)

PEEMREER A

PR AT
ERFIINRE1785%

ERATEEEMEY
BEENE

RIIEE

3B 7558

3 AR
1812804 FE

BEEHBRROBFERRE

BETAESFECHERAR]

BB
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Corporate Information

DNEER

LEGAL ADVISORS

As to Hong Kong Laws
Shearman & Sterling

As to PRC Laws
Tian Yuan Law Firm

STOCK CODE
01829
INVESTOR INQUIRIES

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

COMPANY’S WEBSITE

www.Ccmec.com

China Machinery Engineering Corporation

FEMHREIRRAERAT

EEER

BREE A1
XHEHMES o BISERMESFT

BER i B2 1
RITERMER A

RAD SR
01829
REEZEH

A ERL - 86 10 6331 2262
{25 : 86 10 6332 1086

AEEN

www.Ccmec.com



cﬁh\%c T %ﬁ&#ﬂlﬁi JITL S IO {;,J

RS China Machinery Engineering Corporation*

* For identification purposes only

*ELHS



	Cover
	Contents
	Chairman’s Statement
	Company Profile
	Unaudited Interim Results
	Key Operating and Financial Data
	Financial Highlights
	Management Discussion and Analysis
	Corporate Governance and Other Information
	Report on Review of Interim Condensed Consolidated Financial Statements
	Interim Condensed Consolidated Statement of Profit or Loss – Unaudited
	Interim Condensed Consolidated Statement of Comprehensive Income – Unaudited
	Interim Condensed Consolidated Statement of Financial Position – Unaudited
	Interim Condensed Consolidated Statement of Changes in Equity – Unaudited
	Interim Condensed Consolidated Statement of Cash Flow – Unaudited
	Notes to the Unaudited Interim Condensed Consolidated Financial Statements
	Definitions and Glossary of Technical Terms
	Corporate Information
	Back Cover

