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IMPORTANT NOTICE

8.

The board of directors (the “Board”), supervisory committee,
and the directors, supervisors and senior management officers of
the Company confirmed that there are no false representations,
misleading statements or material omissions in this interim
report and accept joint and several responsibilities for the
truthfulness, accuracy and completeness of the contents of
the report.

All directors of the Company attended the Board meeting.

The financial statements of the interim report of the Company
were unaudited.

Wang Xing, Chairman, Jin Xiaofeng, the person in charge
of accounting affairs, and Li Hongning, head of accounting
department (Accounting Supervisor), have declared that they
assured for the truthfulness and completeness of the financial
statements in the Interim Report.

Proposal on profit distribution or capitalization of capital reserve
to increase share capital for the reporting period approved by
the Board:

None
Risk declaration for the forward-looking statements

The forward-looking statements contained in the interim report
2016 regarding the Company’s future plans do not constitute
any substantive commitment to investors and investors are
reminded of the investment risks and to exercise caution in
their investment.

Since the Company had audited losses in recently two fiscal
years, the Shares of the Company have been implemented
delisting risk warning (*ST) special treatment. However, the
Company’s turnaround in 2016 exists significant uncertainty.
Therefore, investors are advised if the Company’s audited net
profit for the year 2016 continue to be negative, the shares of
the Company would exist the risk of being suspended listing.

Any appropriation of non-operating fund by the controlling
shareholder and its related parties

No

Any external guarantee provided not in compliance with the
required decision-making procedures?

No
Others

None
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EE I. DEFINITION
EAREED  RIEXEZEFRE  THREZAENTEE

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

FRAREER

Definition

AAT AT BAF

“The Company”, “Company”,

“Parent”

S
“Industry”

EAgE

“Horizontal machine”

& b §%
“Floor-type machine”

I AL
“Machining center”

BEFTEN

“Gantry machine”

\NCIV Y

“Company Law”

(BHE)

“Securities Law”

(&it&)

“Accounting Law”

% TR BT
“RMB”, “RMB’'000” and
“RMB0'000"

B RARKRDERQA

Shenji Group Kunming Machine Tool Company Limited

B RIT R
the machine tool industry in the PRC

horizontal boring and milling machine tool

floor-type boring and milling machine tool

EAZL N A O

horizontal products machining center

BEPIEE IR

gantry boring and milling machine tool

(PEARKMBEREE)

the Company Law of the People’s Republic of China

(PEARKNMBEEFE)

the Securities Law of the People’s Republic of China

(FEARKAMEGHE)

the Accounting Law of the People’s Republic of China

ARETT - ARBETFIT - ARBEET
RMB, RMB thousand and RMB ten thousand
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COMPANY PROFILE

COMPANY INFORMATION
Name of the Company (Chinese)
S E R AKRRNBRA R

Abbreviated Name of the Company (Chinese)
B2 BA M IR

Name of the Company (English)
SHENJI GROUP KUNMING MACHINE TOOL COMPANY LIMITED

Abbreviated Name of the Company (English)
KMTCL

Legal Representative

Wang Xing

CONTACT PERSON AND CONTACT INFORMATION
Secretary to the Board

Name

Jin Xiaofeng

Correspondence address
23 Ciba Road, Kunming City, Yunnan Province

Telephone number
86-871-66119790

Facsimile number
86-871-66166288

E-mail
jinxiaofeng@kmtcl.com.cn
Securities Affairs Representative
Name

Wang Bihui

Correspondence address
23 Ciba Road, Kunming City, Yunnan Province

Telephone number
86-871-66166623

Facsimile number
86-871-66166288

E-mail
wangbh@kmtcl.com.cn
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V.

BASIC INFORMATION

Registered address
23 Ciba Road, Kunming City, Yunnan Province, the PRC

Post code of registered address
650203

Business address
23 Ciba Road, Kunming City, Yunnan Province

Post code of business address
650203

Website
www.kmtcl.com.cn

E-mail
dsh@kmtcl.com.cn

Enquiry index of changes during the reporting period
/

PLACE OF INFORMATION DISCLOSURE AND
DOCUMENT INSPECTION

Designated newspapers for publishing
China Securities Daily, Shanghai Securities News and
Securities Times

Designated internet websites by CSRC for
publishing interim report
WWW.sse.com.cn,

www.hkex.com.cn,

www.kmtcl.com.cn

Interim report available at
Office Building, 23 Ciba Road, Kunming City,
Yunnan Province

Enquiry index of changes during the reporting period
/

SHARE LISTING
Class of Shares

A Shares

Stock exchange
Shanghai Stock Exchange

Short Name
*ST Kunming Machine

Stock Code
600806
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VI.

VII.

Class of Shares
H Shares

Stock exchange
The Stock Exchange of Hong Kong Limited

Short Name
Kunming Machine

Stock Code
0300

CHANGES IN REGISTRATION OF THE COMPANY
DURING THE REPORTING PERIOD

Date of registration

10 August 2011

Place of registration
Yunnan Province Administration for Industry and Commerce

Business registration number
530000400000458

Tax registration number
530111622602196

Organization code
62260219-6

Enquiry index of registered changes during the reporting period
Please refer to the basic information in 2011 Annual Report
for the first business registration of the Company

OTHER RELATED INFORMATION

None
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. SUMMARY OF ACCOUNTING DATA AND
FINANCIAL INDICATORS

I.  PRINCIPAL ACCOUNTING DATA AND FINANCIAL
INDICATORS

1. Principal accounting data

Efr:ox ®E:ARK

Unit: RMB
A& RREMHL LEF
(1-68) TERH (& B2 R (%)
For the six For the six
months ended months ended 30
TEEHEE Principal accounting data 30 June 2016 June 2015 Change (%)
EEIA Operating income 253,174,146.02  481,448,407.49 -47.41
BER LM A RRERNFNE Net profit attributable to equity
shareholders of the Company -108,922,583.38 -19,380,580.56 462.02
BEN LM ARRENMERIE Net profit (excluding extraordinary
BEMBRNFNE gains and losses) attributable to equity
shareholders of the Company -124,327,644.94 -34,458,904.86 260.80
METHEENBEREFE Net cash flow from operating activities 76,605,646.40  -101,758,886.45 175.28
AEERARL EF
REEAR LEEXR ERER(%)
As at 30 June As at 31
2016  December 2015 Change (%)
FBALTARREMTEE Net assets attributable to equity
shareholders of the Company 780,249,774.78 889,172,358.16 -12.25
BEE Total assets 2,696,076,050.63  2,796,144,096.72 -3.58
(Z) T EBKIEE 2. Principal financial indicators
AEEH ARERL LE
(1-68) TERE & H2 R(%)
For the six For the six
months ended months ended 30
TERBER Principal financial indicator 30 June 2016 June 2015 Change (%)
EABRKE T/ ]) Basic earnings per share (RMB/share) -0.2051 -0.0365 461.91
wRERREGT/’) Diluted earnings per share (RMB/share) -0.2051 -0.0365 461.91
MRIEEEMEEAMEALR  Basic eamings per share excluding
R T/ ) extraordinary gains and losses (RMB/share) -0.2341 -0.0649 260.71
T FEERZER (%) Return on net assets (weighted average) (%) -13.05 1.8 Ei-11.25EE N
Increased by -11.25
percentage points
MR BB R AR IE Return on net assets based on net profit -14.89 323 Em-11.66[HE S

FFEER

vy

m

(%)

excluding extraordinary gains and losses
(weighted average) (%)

Increased by -11.66
percentage points
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Extraordinary gains and losses

DIFFERENCES BETWEEN ACCOUNTING DATA
UNDER DOMESTIC AND OVERSEAS ACCOUNTING
STANDARDS

CApplicable VNot applicable

EXTRAORDINARY GAINS AND LOSSES AND
AMOUNTS
VApplicable [ONot applicable

By T BE:ARK

Unit: RMB
&8

Amount

FRBEERERS

FFAE MR EMRFEE) - B8R
AR EFHREEHHIRE
MABRBERE R
BETHRRTCEREZTEN

Disposal of non-current assets

Government grants recognized through profit and
loss (excluding those having close relationship
with the Group’s operation and enjoyed in
fixed amount or quantity according to

18,357.50

IR 458 B BR S uniform national standard) 14,943,899.99
& b ol Z 18 2 SNE) E b 2 ZE AN Other non-operating income and expenses

WA R H besides items above 781,387.06
B AEERE Gain on financial liabilities adjustment 96,690.37
DERRERT AR Effect of non-controlling interests -435,273.36
st Effect of income tax -
CH Total 15,405,061.56
Hith IV. Others
piis None
EEERE IV. DIRECTORS’ REPORT
EETRANAFISREHAKEEERM | THE BOARD’S DISCUSSION AND ANALYSIS ON
S mEE D AT THE OPERATION OF THE COMPANY DURING THE

NRATERBATE  BHENMHERAE
R REGER A SER - BURREPIAE R
R BRI R0 - B e A etk
HRER - IR BEM T F R Em K IZ
AR R -

2006F ¥ F - BEBRRARMEYEFE
BERBEERE  WEENSHATOK
KROTEXIBRERE  PEXEETEHEERE
BR - ARAHBAFIIN - EEDERRE
$oh - FEPREKKRIATER S G
DWMHE BASYEKRKESR L TB
17.2% ~ EEER L TF&5.9% ~ W ARt
TB&3.2% « F B R L T FE382% - AR
BIWIKE=SRLL TF£84% « EERILL T &
81% ~ WA RILL TB&43% ~ FIE R L T &
201% « T ELEREERTNIBT R ETE
ERTEIERGFERNERE -

REPORTING PERIOD

The Company’s main business includes R&D, manufacture and
sale of horizontal boring machine, large floor-type milling and
boring machine, NC gantry-type boring and milling machine,
horizontal machining center, NC planer-type boring and milling
machine, jig boring machine, machine tool components and
other products, as well as provision of related services.

In the first half of 2016, the investment-driven machine tool
industry had been severely affected as the growth of national
and public investments on fixed assets slowed down. Operation
of enterprises was generally under stress, the Company
unexceptionally faced difficulties in operation. According to
the statistical analysis report by the China Machine Tool &
Tool Builders’ Association (CMTBA), the production volume,
production value, revenue and profit of metal-cutting machine
tools posted a period-on-period decrease of 17.2%, 5.9%,
3.2% and 382% respectively, and the production volume,
production value, revenue and profit of machine tools of the
Company posted a period-on-period decrease of 84%, 81%,
43% and 201% respectively. There was quite a distance
between the actual outcome and the planned targets for the
main operational indicators.

I -
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ERKBEMSER  fIEZF TR
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2o

EEXERFEESRR  AFPTH
RE BEHEFEEENBERAT A2
AMAEBHFEIENE  REITE -
BE 28 MHE UHTESZE
TR AEREER BRLESMNE

EMSHFNE - EmEETH &
ENB=ERNBEENBLT » A7
MBEARER  RIEER  EBRHE
MEETHENRRET @ REMLE
AIBRTHE - E—SHEBTEIR
RARTR(ZERTEFRAE S
MITEREAABRMREBER) B
ERER T ARIRE

Against the background of shrinking machine tool
consumer market and less order year after year, the
Company took full advantage of its comparative strength
in precision casting and machining to maximize the
utilization of equipment and on-site resources as much as
possible so as to cut excessive industrial capacity. When
the Company strived to deliver the contractual products
on schedule, it also proactively developed the outsourcing
business to cover the defects in the main business of
machine tools, and it turned out to be effective to a
considerable extent.

Against the background that most enterprises were
generally facing financial strain and inventory backlog
due to customers’ delay in taking delivery, the Company
made greater effort in destocking through various means
such as bundling, price cut, barter transaction, lease and
sales-driven production so as to reduce occupation of
funds and enhance the quality of operation.

With the intensified market competition, lower product
price and room for profit being squeezed, the Company
reinforced its internal management, implemented strict
cost control, earnestly strive to reduce cost and increase
efficiency while upholding the quality of products, and
further carried forward the “Hundred — Thousand — Ten
Thousand” cost reduction program, which was to set up
cost reduction targets and implement security measures
by costs of product components. During the period, the
costs were effectively controlled.

financial statements

ANALYSIS OF PRINCIPAL ACTIVITIES

(1). Table of analysis of changes in relevant items of

Bl BE:ARK

Unit: RMB
XEHEY LERBE BENLLBI(%)

As at As at
BE Items 30 June 2016 30 June 2015 Change (%)
=ELON Operating income 253,174,146.02  481,448,407.49 -47.41
EELEN Operating costs 196,925,472.63  376,714,645.16 -47.73
HEER Selling and distribution expenses 32,832,384.75 37,405,477.84 -12.22
ERER General and administrative expenses 99,539,915.09 69,530,648.60 43.16
HBER Financial expenses 24,327,168.28 16,637,206.98 46.22
RETHEANREREFE Net cash flow from operating activities 76,605,646.40  -101,758,886.45 175.28
RETHEANRAEREFE Net cash flow from investing activities 20,680,945.00  -89,777,922.04 123.04
SETHEAMAEREFE Net cash flow from financing activities ~ -113,100,640.19  147,625,660.28 -176.61
e ) R&D expenses 48,544,577.29 17,436,573.82 178.41
EEB S RM Business taxes and surcharges 413,472.40 4,187,655.39 -90.13
EERERX Impairment losses 27,567,360.36 20,347,564.55 35.48
HERE Operating loss -129,154,922.37  -44,262,428.49 -191.79
FriEHt Income tax 137,983.24 -3,411,534.52 104.04

FERERARMEENFER Net loss attributable to

shareholders of the Company -108,922,583.38 -19,380,580.56 -462.02

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

» I




EEUABBRENT  BERAR
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HIT *

BELTPELNBRIREFREYR
R 8BFRHELNRSF R
B RARAKNHREERENRITERK
FFERBEMNERS

Cause description of operating income changes: the
reduction of operating income was due to the constant
downturn of macro-economy and machine tool market
demand contraction, resulting in the decrease of sales
revenue from the same period last year.

Cause description of operating costs changes: synchronous
decrease of operating costs in the wake of operating
income.

Cause description of selling and distribution expenses
changes: the reduction of operating expenses was due
to the downsizing of machine tool sales business scope,
resulting in the decrease of selling expense such as
marketing promotion expenses. By strengthening expense
control and assessment, the operating expense dropped
by RMB4.57 million on year-on-year basis.

Cause description of general and administrative expenses
changes: the rise of general and administrative expenses
was primarily caused by the substantial increase of current
R&D project expenses from the same period last year.

Cause description of financial expense changes: the rise
of financial expense was caused by reduction of financing
capital put into the project under construction and interest
expense capitalization.

Cause description of changes of net cash flow from
operating activities: the rise of net cash inflow amount
generated from operating activities was benefited from
the advance payment of RMB120 million received by the
Company under the Shenyang Machine Tool Group (Hong
Kong) trial production Sales Contract, and governmental
grants funds in the current period increased over the
same period last year.

Cause description of changes of net cash flow from
investing activities: the rise of net cash inflow amount
generated from investing activities was benefited from
the increased net flow of current margin deposit for
security by RMB46 million and reduction of Yanglin
casting reassembly base project investment by RMB49
million from the same period last year.

Cause description of changes of net cash flow from
financing activities: the rise of net cash inflow amount
generated from financing activities was because the
amount of bank loans repaid in the current period
increased over the same period last year.

0
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Cause description of R&D expenses changes: the rise of
R&D expenses was primarily benefited from the national
major special projects undertaken by the Company and
solely developed new products R&D projects in the
current period, such as “THM-p precision horizontal
machining center”, “Technology innovation platform of
precision vertical and horizontal machining center”, and
“Development and application demonstration of high-end
CNC lathe manufacturing digital workshop”.

Cause description of business taxes and surcharges
changes: the reduction of business tax and surcharges
was caused by the substantial decrease in current value
added tax payable from the same period last year.

Cause description of changes of impairment losses: the
rise in impairment losses was because of less recovery
on aging accounts receivables and considerable increase
in provision for bad debts.

Cause description of operating profit changes: the
substantial decrease in operating profit was caused by
reduction of operating income of the period, increase in
R&D expenses and interest expenses and provision for
bad debts.

Cause description of income tax changes: the rise in
income tax was because of the provision for deferred
income tax assets in the same period last year and no
provision was made in the current period.

Cause description of changes of net loss attributed to
shareholders of the Company: the substantial rise in net
loss attributed to shareholders of the Company was due
to higher operating loss in the current period and less
non-operating income.

Eli - AR¥TT
Unit: RMB

FHE LERIE BHLHI(%)

Closing balance at

Closing balance at

HE Item 30 June 2016 31 December 2015 Change (%)
K& Cash at bank and on hand 74,177,444.89 121,188,722.30 -38.79
LS Bills receivable 26,353,094.17 157,239,974.08 -83.24
BRE Prepayments 30,750,564.24 24,931,496.77 23.34
HtngAE Other current assets 24,705,946.25 15,704,457.06 57.32
BEE Total assets 2,696,076,050.63  2,796,144,096.72 -3.58
ERER Bills payable 40,893,788.23 123,265,837.23 -66.82
FERTES T 5 M Employee benefits payable 34,599,580.01 25,658,651.73 34.85
Hih T Other payables 445,365,183.26 170,573,524.53 161.10
—FRIHANFERDEE Non-current liabilities due within one year 50,418,509.00 210,558,420.61 -76.05
REBRER Long-term borrowings 81,665,275.66 129,005,572.45 -36.70
BHAR Provisions 4,225,960.44 7,312,879.51 -42.21

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited
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The reduction of cash at bank and on hand was mainly
because the letter of guarantee deposit and the bank
acceptance notes deposit at the end of the period
decreased by RMB30.99 million over the beginning of
the period; besides, the Company made full use of the
capital and reduced deposits in banks, so the cash at
bank and on hand was less than that in last period.

At the beginning of the period, the Company improved
the efficiency of notes and supplement liquidity shortage
thorough endorsement settlement, bill discounting, etc.
as there were more notes receivables; some commercial
acceptance notes were transferred to accounts receivable
due to drawers’ failure. Therefore, bills receivables in the
current period decreased substantially.

Prepayments increased because the prepayments of Xi‘an
Ser, a subsidiary, for materials increased.

Other current assets increased because Kunming TOS, a
subsidiary, purchased financial products of RMB8 million.

The total assets decreased mainly because the bills
receivable of current assets decreased considerably and
the accounts receivable and inventories increased. The
total assets decreased slightly in light of these factors.

The bills payable decreased due to the acceptance maturity
of bills payable.

The employee benefits payable increased because the
payment of employ endowment insurance delayed in the
current period.

Other payables increased substantially because the Company
planned to apply the technology licenses of three products
with the related party, Shenji (Hong Kong) Co., Ltd., and
received the cooperation in entrusted production and sales,
and the Company received the deposit of EUR16.297 million
in advance which was accounted as other payables. Moreover,
the Company obtained temporary loans of RMB 104 million
from non-related companies and individuals, making other
payables increased.

The non-current liabilities due within one year decreased
because the bank loans due within one year and the
collateralized borrowings of RMB210 million were repaid
in the current period.

The long-term loan decreased because the long-term
loan of RMB50 million was transferred to non-current
liabilities due within one year in the current period.

Provisions decreased due to the decrease of income in the
current period and the provision for “three guarantees”
fees decreased accordingly; besides, the Company
enhanced the management on after-sales service and
reduced the expense on after-sales service.

.
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(2). Others

(1)

(2)

Progress of Business Plan

In the original business budget plan of the Company, the
estimated operating income was RMB840 million, net
profit was RMB12 million, among which the Company
estimated that there would be a loss of RMB173 million
in operation associated business. In view of this, the
Company planned to cover the insufficiency in its
operating business through a number of non-operational
measures including sale of its assets and equity interests in
its subsidiaries in order to turn around the loss. Through
such measures, operating income of RMB840 million and
net profit of RMB12 million were expected. The proposal
was approved at the 2015 Annual General Meeting.

According to the Company’s operation in the first half
of 2016 and the judgement towards the market for
the second half of the year, the Company proposed to
adjust the annual budget as follows: operating income of
RMB570 million and net profit attributable to the parent
company of RMB6 million.

The annual budget was adjusted because the previous
annual budget for 2016 did not go as expected with
both the actual amount of orders and income declining
significantly through the operation in the first half of the
year, and the situation was similarly unfavorable in second
half of the year. After further forecast, the operating loss
increased to RMB254 million, thus the Company could
only cover the insufficiency in its operating business by
adopting more non-operational measures. The Company
planned to achieve operating income of RMB570 million
and net profit attributable to the parent company of
RMB6 million through various measures.

Others

As of 30 June 2016, the newly effective order contracts
amounted to 151, and the total amount of orders was
RMB274 million, among which orders for CNC machine
tools accounted for 93%. Orders of planer-type machine
tools represented the highest amount of orders for CNC
machine tools, with a period-on-period increase of 23%,
representing 20% of the CNC machine tools orders. Floor-
type boring machine tools, as a hit product contributing to
the sales over the years, underperformed during the year. It
only accounted for 10% of the CNC machine tools orders,
with order amount decreasing 99% period-on-period.
Gantry boring and milling machine tools turned around
the declining trend for the past two years with order
amount increasing 57% period-on-period, representing
20% of the CNC machine tools orders. Orders of digital
horizontal machine tools accounted for 7% of the total
orders, representing a period-on-period decrease of 27 %,
which was mainly due to the acceleration in the upgrade
of the market demand structure with increase in demand
for middle- to high-end products, and plunge in the
demand for low-end products.
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The Company got orders through the provision of high-
quality products and services and its effort in creating
value to gain customer loyalty as well as developing and
maintaining long-term relationship with customers. As
of 30 June 2016, the total sales revenue (tax inclusive)
of the top 5 customers amounted to RMB128 million,
which accounted for 51% of the total sales revenue for

the year.

2. SEGMENT, PRODUCT AND REGIONAL OPERATION

(1). Analysis of principal activities by segments and

products
By T KR ARK
Unit: RMB
FTEERATERR Analysis of principal activities by segments

BEMAL EEHRAL Ef®L
ELON BERA  EFR(%) LFEHE%) LFEE(%) LEIEH(%)

Percentage Percentage
change in  change in Percentage
Operating Operating Gross profit ~ operating  operating change in gross
aTE Business segments income cost margin (%) income (%) cost (%) profit margin (%)
B Machine tools 233,392,108.25 182,778,888.04 21.69 -44.48 4380 HA0.95EANEH
decreased by 0.95
percentage points
SRR BRI R Turbo machines 19,782,037.77  14,146,584.59 28.49 -67.61 7253 EMOS0EESH
increased by 0.80
percentage points

FTEERDERRER Analysis of principal activities by products

BEWAL EERAL EYilkd7
EEUA BERA  ERR(%) LFEH(%) LEFEEH(%) LFIBH(%)

Percentage Percentage

change in  change in
Operating Operating Gross profit ~ operating  operating change in gross
TER Products income cost margin (%) income (%) cost (%)  profit margin (%)
BAR 82K Horizontal boring and milling ~ 31,704,087.61 31,133,242.58 1.80 -45.75 2826 W34 EENH
machine tools decreased by 23.94
percentage points
EA AR Floor-type boring and milling  12,520,288.94  10,729,283.88 14.30 -84.19 -80.99  WA1440EESE
machine tools decreased by 14.40
percentage points
Bla AHER Table-type boring and milling  48,347,008.56  39,793,546.01 17.69 -44.92 -47.42 EMIEENE
machine tools increased by 3.91
percentage points
BT Horizontal products 42,028,290.57  34,040,153.87 19.01 13.41 4779 EMARMERAH
machining center increased by 4.32
percentage points
EARBR kg Gantry boring and milling 62,554,615.38  48,014,055.32 23.24 -23.83 -20.86 BD289EE R
machine tools decreased by 2.89
percentage points
RRER Jig boring machine 146153846 272,777.68 81.34 -86.44 9153  EMN.2B3EENE
increased by 11.23
percentage points
it Others 54,558,316.49  32,942,413.29 39.62 -52.40 -65.65  HEM23.28(HEDE
increased by 23.28
percentage points
CE Total 253,174,146.02 196,925,472.63 2.2 4741 4773 EMOATHESH

increased by 0.47
percentage points

I
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(1).

(2).

(3).

Explanation on analysis of principal activities by segments
and products

During the reporting period, the operating costs decreased
RMB179,789,170 or 47.73%. The reasons for the decrease
were: 1) operating income decreased 47.41% as compared with
the same period of last year, the Company’s orders significantly
reduced by the impact of macro-economic downturn, and the
operating costs decreased accordingly. 2) gross profit margin
increased by 0.47 percentage points, of which, turbo machines
segment increased more due to the proportion of high margin
spare parts sales increased in sale revenue. Grosss profit margin
of machine tool segment decreased a little.

ANALYSIS OF CORE COMPETITIVENESS
Technical advantages of products:

Horizontal boring and milling machine tool series, jig boring
machine tool series, and CNC floor-type boring and milling
machine tool series are major products of the Company. NC
floor-type boring and milling machine product series are heavy
machine tool products developed by the Company, a pioneer
in applying made-in-China simple NC system to control the
motion coordinates of machine tools, and quickly become
commodities after successful development. With continuous
improvement and optimization over the years, the Company
has increased the scientific and technological components of
the products and made breakthroughs in five-axis linkage,
thus pushing the overall quality of the products to a leading
position in China. In the meanwhile, the products have also
become one of our most competitive leading products thanks
to the Company’s efforts to continuously expand specification
and varieties of machine tools.

Technical R&D advantages:

The Company has a national level enterprise technology center,
representing the Company’s competitive strength and important
position in the precision machine tools area in China, which will
play an important role in further enhancement of the Company’s
technological innovation, improvement of R&D capability and
market competitiveness of products, and achieving sustainable
development. The Company has undertaken several national
projects and also set up a postdoctoral working station for
enhancing R&D of technology in strength and level.

Precision manufacturing advantages:

The motto of “to take innovation as the priority, take quality
as the foundation and take precision as the soul” is the
concentrated reflection of the spirit of Kunji. The high precision
machine tools continuously launched by the Company are all
high precision, high-speed and highly automatic products with
complete independent intelligent property right. Moreover,
the Company is able to manufacture products with precision
based on R&D, and many products have reached the advanced
world standard in precision indexes, inheriting and carrying
forward a fine tradition of precision manufacturing.
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4. ZHERERHEREHE: (4). Participation in national intelligent manufacturing

projects:
NAESBERENRE - I - TEMNE Upon receipt of Reply on Implementation Plan of Intelligent
B ECER2013F Eb R ERBEERE Manufacturing Equipment Development Projects in 2013 issued
BEBARNER)  2EHERTEBKK by the National Development and Reform Commission, the
THRREHTER  REREKKEA Ministry of Finance and the Ministry of Industry and Information
BRTHIE ZRERBREENRIE - Technology, the Company participated in building digital NC
BEfl - BRICEENTR  BREART lathe manufacturing workshops of Yunnan Machine Tool
BelbTee - RAMEAS RRRERYE - Works, which satisfied the demand for highly flexible, automatic

and intelligent mass and multi-type production of key parts
of high-end machine tools, realized system intelligence and
reached out for intelligent manufacturing.

(M) REARR 27 4. INVESTING ACTIVITIES
1 #HOMNRBIKEABED (1). External Equity Investment Analysis
i None
(1) EFREEL (1) Investment in securities
O@EA JrHER O Applicable +y/Not applicable
(2) FHEEMLETAFREER (2) Holding shares in other listed companies:
O@EA JhEA OApplicable +/Not applicable
(3) HELEEXRKRERBL (3) Holding shares in financial enterprises
O@EA JrEA OApplicable +v/Not applicable
2 FESEENGZEEEREITES (2). Entrusted investment of non-financial entities and
BEMIENT investment in derivatives
(1) ZEEEEHER (1) Entrusted investment
Em| @A OApplicable +/Not applicable
(2) ZFAEXIELR (2)  Entrusted loan
O@Em JTEA OApplicable +/Not applicable
(3) AMREEHMRITERKEE (3) Other wealth management and derivatives
Do investment
EA JrREs OApplicable +/Not applicable
3. EBEZD(EHIER (3). Use of proceeds from raised fund
(1) BEECHERBERAE (1) The overall use of proceeds from raised fund
@A JrEEs OApplicable +/Not applicable
(2) BEEoFARFELIER (2) Committed projects of raised fund
Em| JrEA OApplicable +/Not applicable
(3) EBEFSEFIELIEN (3) Changed projects of raised fund
A JTEA OApplicable +/Not applicable
(4) Eft (4) Others
fm None

- MBI re R




4 FEFRA BRI

(4). Information of major subsidiaries and invested companies

Bl BE: AEE

Unit: RVB
ARER RHHE IEERIRH e BERK 30,00 EFi
Registered Business
Name Business nature Main products and services capital  Assets scale income Net profit
BRERRRNERFARAA ERRRLE EG#ER 50,000,000 270,113,143.42  19,782,037.77  -5,220,749.08
Xi'an Ser Turbo Machinery Special equipment turbo machines
Manufacturing Co., Ltd. production
("Xi'an Ser")
EREMRRERAR R FE£E HEABABER 0AXEHR B S00BBIT 1063395195 651957644 -3,317,150.64
ERRZIERRES  ANIRLREM
Kunming TOS Machine Tool Development, design, ~ Floor-type, table-type horing 5,000,000 Euros
Manufacturing Co., Ltd. production and sales of  and milling machine tools,
("Kunming T0S") self-produced machine  Horizontal machining center
tool series products and ~ and others
accessories
BRBRARELRRE REALZTIRH RERE KR A 60,000,000 126,026,63931  6,151,787.41  -1,01,879.32
BRAF
Xi'an Ruite Laser Prototyping Laser prototyping machine Laser prototyping machine
Manufacturing & Engineering
Research Co., Ltd. ("Xi'an Ruite")
ERRBRARRARRRLAA Rt REEE HEMER EREARE REER 3000000 13951228172 4513465963  -2,213,866.10

REJERRES 2 0T 58 BlRAREER
g ArRALEE B

Kunming Kunji General Development, design ~ Turntable, milling head and
Machine Co., Ltd. and sales of machine ~ machine parts, contract
tool products and machining; measurement,

accessories,physical and ~ physical and chemical testing
chemical testingand ~ and maintenance services
maintenance services

5 FEEELIEAIFNR
O@EA VhEHs

T AEIEREAAEEEEAR
() BREMBEENANBIEAERNATR
AEER

(DI¥FERENFBAIBAR - 28®
BRERAER

/Ay

(5). Use of proceeds from non-raised fund
[(JApplicable +/Not applicable
II. PROPOSAL ON PROFIT DISTRIBUTION OR

CAPITALIZATION OF CAPITAL RESERVE TO INCREASE
SHARE CAPITAL

1. Implementation or Adjustment of Profit Distribution
Proposal for the Reporting Period

None
2. Semi-annual profit distribution proposal, proposal

of capitalization of capital reserve to increase share
capital

None
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1.

OTHER DISCLOSURES

Expectation of a possible loss or substantial changes
in aggregate net profit from the beginning of the
year to the end of next reporting period over the
same period, and explanations of reasons therefore

VApplicable [INot applicable

Through the operation in the first half of 2016, the actual
amount of orders and income declining significantly and the
situation was similarly unfavorable in second half of the year.
After further forecast, the operating loss would increase to
RMB254 million, thus the Company could only cover the
insufficiency in its operating business by adopting more non-
operational measures. However, the Company’s turnaround
in 2016 exists significant uncertainty. Therefore, investors are
advised if the Company’s audited net profit for the year 2016
continue to be negative, the shares of the Company would
exist the risk of being suspended listing.

Explanation of the Board on the “Non-Standard
Audit Report” Issued By The Auditor

OApplicable +/Not applicable

Other disclosures

None
SIGNIFICANT EVENTS

MAJOR LITIGATION, ARBITRATION AND MATTERS
COMMONLY QUESTIONED BY MEDIA

VApplicable [INot applicable

Other Explanations

The Company and its distributor Beijing Hanhai Hongzheng
Machinery Co., Ltd. (“Beijing Hanhai"”) signed a Machine Tool
Sales Contract in August 2011, and the Company signed a
Manufacturer Authorization Letter authorizing Beijing Hanhai
to participate in a tender exercise conducted by Jilin Haoyu
Electrical Co., Ltd. (“Jilin Haoyu"”) using the tool machine,
and the Company undertook to assume responsibility for
quality assurance of the tool machine. Subsequent to being
awarded the tender, Beijing Hanhai signed a Machine Tool Sales
Contract with the end-user, Jilin Haoyu. Jilin Haoyu instituted
legal proceedings in November 2013 whereby Beijing Hanhai
and the Company was named the 1st and 2nd defendants,
respectively. Jilin Haoyu considered that Beijing Hanhai and
the Company were unable to resolve product quality issues
effectively within the product warranty period, and requested
that the product be returned and the amount of RMB11.7325
million paid to Beijing Hanhai be refunded, and liquidated
damages of RMB1.235 million be paid; and at the same time
requested that the Company assume joint and several liabilities
for payment.
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At the beginning of 2016, the Company received the final
judgment made by the Higher People’s Court of Jilin Province
which required the Company returning the consideration of
the contract of RMB11,732,500 to Jilin Haoyu Electrical Co.,
Ltd., together with a payment of RMB617,500 as liquidated
damages; and may at its own cost fetch the TK6926 CNC floor-
type boring and milling machine tool deposited at Jilin Haoyu
Electrical Co., Ltd.; and the Court costs and authentication
fee shall be borne by the Company.

BANKRUPTCY AND RESTRUCTURING RELATED
MATTERS

OApplicable +Not applicable

ASSETS TRANSACTIONS AND MERGER OF COMPANIES
OApplicable +/Not applicable

EQUITY INCENTIVES OF THE COMPANY AND ITS
EFFECT

OApplicable +/Not applicable

RELATED PARTY TRANSACTIONS OF THE COMPANY
DURING THE REPORTING PERIOD

VApplicable [ONot applicable
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(-EAREEHENERS 1.

to-day operation

Related party transactions associated with day-

B &£ /%Tﬁ% INEWEAREEHE (1)  The transactions disclosed in the provisional announcements
HEREKXE LR FEE and the subsequent implementation unchanged

EIEA A

Summary and type of event

EHRS

Index for details

ARBAEB T ERACYSEARARF  ERACYSESERER -
BSWARND AR A FRBIIHEER °

The Company purchased or sold products from/to the related parties,
Yunnan CY Group Company Limited, Yunnan CY Group Jinhui
Coating Factory and Shenyang Machine Tool Holding Company Limited

ERNEREEARKEREARBARE  RAEZEHEARBF2001F117120
HARRARZN T HAREESRIKEEHRES RFHOEMNMEL -
ARREEARKEERARER T T ERENHEEE R -
BREA2013F11A12BE2016F11 8118

Kunming Kunji Group Co., Ltd. was authorized by the People’s Government
of Yunnan Province to succeed the rights and obligations of the “Land Use
Rights Rental Agreement” and the “Premise Rental Agreement” signed
between the People’s Government of Yunnan Province and the Company
on 12 November 2001. The Company and Kunming Kunji Group Co.,

Ltd. renewed the said land use rights and premise rental agreements at
unchanged rents for the period from 12 November 2013 to 11 November
2016.

RAREERERMARINTRERERBEHRARIE20165F B ELEPHEENRE
B BXE%  HEEY  RHEBHREE -

The related transaction between the Company and Tos Varnsdorf
(a foreign related party) during year 2016 in relation to purchase of goods,
receipt of services, sales of goods and provision of services.

RARAERRE R ERBEREE - ERB T CEMTGREERER -
HEMCYEBARATMEROIN(EANRERAENERB FLER
DR EREERBHAR) -

The Company was responsible for developing the major national
special project on intelligent manufacturing equipment — Yunji digital
workshop five production lines, and entered into five sales contracts with
Yunnan CY Group for the manufacturing and assembly of
the CNC Production Lines by the Company for Yunnan CY

RARIAERRE M ERBRRER  FETRAB S BGHA(SE)
SHARRAB AT DESRAREHHEA RBEREER
BRZMEMINEF BTG RS - W NHRFABFLEEMBMH

The connected transaction (the “Transaction”) is about undertaking the
national intelligent manufacturing equipment development project. The

Company commissioned Shenyang Machine Tool (Group) Design & Research

HRARRTRERAS
2014-0355%

For details, please refer
to the provisional
announcement
no.2014-035

HERARDRIERE QS
2014-0395%

For details, please refer
to the provisional
announcement
no. 2014-039

HFRAARRAERAS
2015-0975%

For details, please refer
to the provisional
announcement
no. 2015-097

EEFT I NN [ SN
2015-1075%

For details, please refer
to the provisional
announcement
no. 2015-107

HAARRBE QS
2015-1085%

For details, please refer
to the provisional
announcement

Institute Shanghai Branch (“Shanghai Branch”) to develop digitized workshop no. 2015-108

software system suitable for processing key components with high-end
CNC lathe and would pay the research and development expenditure and
remuneration to Shanghai Branch.

R
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(2)

(3)

The transactions disclosed in the provisional announcements
and the subsequent implementation changed

The Company was responsible for developing the major
national special project on intelligent manufacturing
equipment — Yunji digital workshop five production
lines. Digital workshop management & control system
integration contract is prepared to meet the project
needs, covering on-site integrated implementation of
workshop MES system, linear management & control
system (linear MES system, linear master control system
and data acquisition system), workshop tool management
system and the like, and the amount is about RMB20.42
million. Due to this temporary increase in the project,
assessments for the relevant subjects have not been
completed. The Company will carry out approval and
disclosure procedures later.

The transactions undisclosed in the provisional
announcements

CApplicable +y/Not applicable

Recently, business units under the Company purchased
machine tool functional components from Yunji Co., Ltd
in total amount of RMB9.37 million. The Company will
carry out approval and disclosure procedure later.

Related party transaction connected to purchase
or sale of assets

(1)

(2)

(3)

The transactions disclosed in the provisional announcements
and the subsequent implementation unchanged

None
The transactions disclosed in the provisional

announcements and the subsequent
implementation changed

None
The transactions undisclosed in the provisional
announcements

(JApplicable +/Not applicable

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

21 I




Related party transaction connected to joint
external investment

(1)

(2)

The transactions disclosed in the provisional
announcements and the subsequent
implementation unchanged

None
The transactions disclosed in the provisional

announcements and the subsequent
implementation changed

(Z)HEYHMRENEREBTERS

1 BHEERAEHEAGEEHE
ERE LR FIH
i3

2 BHEERAEFHE HEEEE
ik 3% XA 0E-3x]
i

3 BEAERFEENFEER

O#EA JHNEA

None

(3) The transactions undisclosed in the provisional

announcements

CApplicable +/Not applicable

4. Related creditors’ rights and debts transactions

The transactions disclosed in the provisional announcements

and the subsequent implementation unchanged

The transactions disclosed in the provisional announcements

and the subsequent implementation changed

() A EREES TR
1 BHEERAEHEAGEEHE (1)
EEE LA FER
i None
2 BHEERAEHE HHEEEE )
Vid:ki: Y% R0k -2x]
i None
3 BREAERFEEMEE

(3) The transactions undisclosed in the provisional

announcements
VEAR OMEH VApplicable [INot applicable
Bl KB ARK
Unit: RMB
nERLRMES BRAELHAARMES
Providing funds to Related party providing funds to the
related parties Company
Ban BYEE BIBE BEE BABE BUSE BER BAGE
Relationship with Opening Amount Closing Opening Amount Closing
Related party related party balance incurred balance balance incurred balance
TREE(BE)ERAA BARNZETAT 0 0 0 0 120,190,375.00 120,190,375.00
Shenji (Group) Hong A wholly owned
Kong Co., Ltd. subsidiary of the parent
company
GEl Total 0 0 0 0 0 0
FEANLAMBRERR The incurred amount of the Company providing 0
RAREESHEEE(T) funds to controlling shareholder and its
subsidiary during the period
ARRBRRE R The closing balance of the Company providing 0
EFARRIEASMAE(T) funds to controlling shareholder and its
subsidiary during the period
BREREBVARE Formation of related creditors' rights and debts il e HE Received a trade deposit in advance
@%P1§’é%ﬂ%/ﬁ“ﬁ& Liquidation of related creditors' rights and debts & None
SERERRHARNLE Commitments in relation to related creditors' & None

BREEERULTLENRR
BBRANTE

rights and debts

Effect of related creditors rights and debts to
the Company's operating results and
financial position

EMTREFRA

Increased the net cash inflow

-
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VI.

VII.

During the reporting period, the Company is going to
cooperate with Shenji (Group) Hong Kong Co., Ltd. to use
licensed technologies of Horimill63, Horimill100 horizontal
machining center and VertiFlex70300 traveling column
milling machine to conduct commissioned production and
sales. As at 30 June 2016, the Company has received
16.297 million Euros (Equivalent to RMB120,190,375.00)
and included them in other payables.

Other related party transactions

For details of the Company’s related party transactions, please
refer to the notes of financial statements: Related parties and
related party transactions.

During the reporting period, except for the related party
transactions disclosed in the section of Related Party Transaction
of the Company in this interim report, the directors, supervisors
and related parties of the Company or any shareholders holding
over 5% shares of the Company were not found having any
interest in the above-mentioned major suppliers and customers.
MATERIAL CONTRACTS AND THEIR PERFORMANCE
Escrow agency, contracting and lease matters

OApplicable +/Not applicable

Guarantee

OApplicable  «/Not applicable

Other material contracts

None

PERFORMANCE OF COMMITMENTS

VApplicable [ONot applicable

Commitments of the Company, shareholders
holding over 5% shares of the Company, controlling
shareholder and beneficial controller made or
subsisting during the reporting period
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REE RERK
RRER i b B#ER EETIES AERARAR RiTHR BRES
Is there Whether duly
Background of Type of Commitment Date of commitment a fulfillment  and timely
commitment commitment making party Content of commitment and duration time limit fulfilled
ARAEEOAE Eft EPRK(RE)  ERNL REINERIZEXBLOADERE & I
AREEAA TREREEZNRED ERETRERE LA
RREFNERY BRENRLTAARERR
MRANAABAERERNTS - BERRKSE
RRITHR  FBRRNEZERNERTA 2
NXBNRE LT ARREREYR - BAEGHS
K EBAREAARCALTARNRREEER
AE - RETEEERBEANRS  TETHRA
FEAETARLAREER -
Commitment in - Other Shenyang Machine It would provide full support to the business No Yes
relation to Tool (Group) Co.,  development of the Company in terms of
share reform Ltd. technology, business and resources and would
consolidate the relevant resources and markets
by leveraging on its own unique strengths
based on the principles and models favorable
to accelerating the growth of the Company
within two years after the completion of the
share transfer and share reform with a view
to developing Kunming Machine Tool as an
important platform for technological upgrade,
business expansion and sector growth to
provide comprehensive support and facilitate
the sustainable and healthy development of the
Company. Currently, Shenyang Machine Tool
(Group) Co., Ltd. has introduced production
management officers to the Company in
order to facilitate the enhancement of the
production management capabilities and provide
convenience for the exports of the Company in
terms of market expansion.
HEAEEEAN EHRA(RB)ER BRECREOHAR TEEAEAZEEATE  2015.10.98R 6/ A
LSS LT
Commitment in Shenyang Machine ~ No longer planning a major asset restructuring 9 October 2015,
relation to Tool (Group) Co.,  within six months from the date of the duration: 6 months
major assets Ltd. announcement
restructuring
Rtk RiARE EEIRRERRE ARRAZFLTEEEEALRNRSIREST  201512.298R < 6/ A &
BEREALR  EReEARTHBARFERHOREARKRS o
Other Restricted Yunnan Industrial - The increase in shareholding in the Company 29 December 2015, Yes
commitments shares Investment through directional asset management plan duration: 6 months
Holding Group would not be reduced within six months after
Co., Ltd. the completion

N B BESTAEEMER

Q@M JrEm

VIIl. APPOINTMENT AND REMOVAL OF AUDITORS

OApplicable +/Not applicable

I
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IX.

XI.

PENALTIES ON THE COMPANY, ITS DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT OFFICERS,
SHAREHOLDERS HOLDING OVER 5% SHARES OF
THE COMPANY, BENEFICIAL CONTROLLER AND
ACQUIRER, AND RECTIFICATION ISSUES

VApplicable [INot applicable

In July 2016, the Company received the Decision on Disciplinary
Sanction to Shenji Group Kunming Machine Tool Co., Ltd.,
its Controlling Shareholder Shenyang Machine Tool (Group)
Co., Ltd., Tibet Unis-zhuoyuan Equity Investment Co., Ltd.,
the Equity Assignee, and Relevant Liable Persons ([2016] No.
34) from Shanghai Stock Exchange. The Company and person
in charge of equity transfer information disclosure did not
release a supplementary announcement for major omission
after announcing the equity transfer and relevant changes in
equity, and termination risks of equity transfer and private
offering items were not prompted completely and timely. In
accordance with Stock Listing Rules and Implementation Rules
for Disciplinary Sanctions and Supervision Measures, publicly
denounced the then chairman and secretary to the Board of
the Company, Shenyang Machine Tool (Group) Co., Ltd. and
Tibet Unis-zhuoyuan Equity Investment Co., Ltd., and circulated
a notice of criticism on current chairman of Shenyang Machine
Tool (Group) Co., Ltd.

INFORMATION OF CONVERTIBLE BONDS
CApplicable +/Not applicable

CORPORATE GOVERNANCE

The Company has complied with the Code on Corporate
Governance Practices (“Code”) as set out in Appendix 14 to
the Listing Rules issued by the Stock Exchange of Hong Kong
Limited with a view to enhancing the corporate governance
standard of the Company.

The Company has complied with the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code"”)
as set out in Appendix 10 to the Listing Rules issued by the
Stock Exchange of Hong Kong Limited as the code for securities
transactions by the directors. Having made all enquiries, all
Directors and Supervisors of the Company confirm that all
Directors and Supervisors of the Company are in compliance
with the Mode Code and its own code on the standards for
securities transactions by directors.
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XII.

1.

2.

The Company has established the modern enterprise system,
continued to improve the corporate governance and regulate
the operation of the Company pursuant to Company Law of the
PRC, Securities Law of the PRC and other relevant regulations
issued by the CSRC and Shanghai Stock Exchange. The systems
of the Company are substantially in compliance with the
requirements under the Standard of Corporate Governance
for PRC Listed Companies jointly issued by CSRC and National
Development and Reform Commission. In the future, the
Company will continue to improve and strengthen the internal
control system in the normal course of operation with a view
to enhancing the standard of corporate governance.

OTHER SIGNIFICANT EVENTS

Analysis and explanation of the Board on the
reasons for and impacts of the changes in
accounting policies, accounting estimates and
auditing methods

CApplicable +/Not applicable

Analysis and explanation of the Board on
the reasons for and impacts of corrections of
material accounting errors of prior periods

OApplicable +/Not applicable

Others

(1)

In October 2015, the Company received the notice from
Shenyang Group that Liaoning provincial government
and provincial SASAC agreed Shenyang Group through
public bidding to choose the best transferee to transfer
its 133,222,774 shares of the Company (representing
25.08% of the total issued shares of the Company). On 29
October 2015, the Company published the Announcement
on Substantial Shareholder Intending to Transfer Shares
of the Company and Public Solicitation Transferee which
Tibet Unis-zhuoyuan equity Investment Co., Ltd. (the
“Unis-zhuoyuan”) was determined to be the preferred
transferee of the transfer agreement.

Unis-zhuoyuan and Shenyang Group entered into the
Share Transfer Agreement on 10 November 2015, and the
approval procedures of SASAC were carried out after that.
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VI.

However, on 15 February 2016, the Company received the
information about the share transfer issue of Shenyang
Group and Unis-zhuoyuan. Since within the agreed the
period on 8 February 2016, the approval of the State-
owned Assets Supervision and Administration Commission
of the State Council of the Share Transfer Agreement (the
“Agreement”) was unfinished, the effective condition of
the Agreement had not been reached, the Agreement
had not taken effect. Therefore, the Agreement was
automatically terminated. The Agreement was not
postponed by both sides and the project was terminated.

Since the termination of the share transfer and the
Company had received the clear opinion from Unis-
zhuoyuan, the Company terminated the Non-Public
Issuance of A Shares.

Since the Company had audited losses in 2014 and
2015, according to the rule 13.2.1 of Listing Rules of
Shanghai Stock Exchange, the audited net profit of
the Company’s recently two fiscal years were negative,
the Shares of the Company have been implemented
delisting risk warning (*ST) special treatment. However,
the Company’s turnaround in 2016 exists significant
uncertainty. Therefore, investors are advised if the
Company’s audited net profit for the year 2016 continue
to be negative, the shares of the Company would exist
the risk of being suspended listing.

CHANGES IN SHARE CAPITALAND SHAREHOLDERS

CHANGES IN SHARE CAPITAL

Changes In Share Capital

(1)

(2)

(3)

(4)

Table of changes in share capital of the Company

During the reporting period, the total number of shares
and share capital structure of the Company has not
changed.

Explanation On Changes In Share Capital
During the reporting period, no changes in the number

of selling restricted shares.

The effects of changes in shareholding for the period of
after reporting period to the disclosure date of interim
report on financial indicators such as basic earnings per
share and net assets per share of the Company

None
Other information considered necessary by the Company

or required by the securities regulatory authorities to be
disclosed

None
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(Z)RERGEEBER 2. Changes in selling restricted shares

O@EA JrEA [JApplicable yNot applicable

= BRERER II. NUMBER OF SHAREHOLDERS AND SHARES HELD
BY THEM

(—)RRAH: 1. Number of Shareholders:
B EHRBREHR(F) 39,491« HAARR 39,3795 - HR : 1125
Total number of shareholders as at the end of the reporting period: 39,491, including 39,379 holders of A shares
and 112 holders of H shares
B ERRRAERENELRRREE(F) 0
As at the end of the reporting period, total number of 0

preferred shareholders with recovery voting rights

(DYBLBREHXRATERE AT TBR 2. As at the end of the reporting period, top ten

BRE(REREEKERE)ERER shareholders or top ten holders with circulating
E shares (or selling unrestricted shares) and their
shareholdings

By : g
Unit: Share

AT ERRERER Shares held by top ten shareholders

FEERER BRI
RRA®(2E) HEBAIEH MRERUE  WLOI(%) HROHE REER BRRUE
Number
Increased/ Total number of of selling
decreased  shares held at restricted  Pledged
during the end of Proportion shares or Nature of
Name of shareholders the period the period (%) held frozen shareholders
HKSCC NOMINEES LIMITED -61,999 134,334,016 25.29 0 il AA
HKSCC NOMINEES LIMITED Unknown Unknown
BERAK(5E)BEREERT 133,222,774 25.08 0 & BREA
Shenyang Machine Tool (Group) Co., Ltd. None  State-owned
legal person
EHEIEREAREEERERAA 34,153,444 6.43 0 & BREA
Yunnan Industrial Investment Holding Group None  State-owned
Co. Ltd. legal person
ERERRT 3,686,500 0.69 0 AA KA
Societe Generale Unknown Unknown
FEX 2,313,988 0.44 0 AA KA
XU Qingyan Unknown Unknown
B it 18 1,860,000 035 0 R AA
CHEN Shihui Unknown Unknown
BAPREEARAR 1,750,640 033 0 KA KA
Hong Kong Securities Clearing Company Unknown Unknown
Limited

CHAN KUNG SUK YUEN 1,306,000 0.25 0 R AA
CHAN KUNG SUK YUEN Unknown Unknown
HIg 1,288,800 024 0 R AA
XIAO Lihai Unknown Unknown
BT 1,168,104 0.22 0 R AA
OUYANG liang Unknown Unknown

- BRI e




At AERERERRERER
RRAR

Name of shareholders

Shares held by top ten holders with selling unrestricted
shares
BRERERHERBRNYE
Number of selling
unrestricted shares held

RHER

Type of shares

HKSCC NOMINEES LIMITED

HKSCC NOMINEES LIMITED
EERR(EE)EREEARA

Shenyang Machine Tool (Group) Co., Ltd.
EHETERARREEEREAAH

Yunnan Industrial Investment Holding Group Co. Ltd.

EBEERTT

Societe Generale
HBK

XU Qingyan

B i 42

CHEN Shihui
BRPREEBRAF
Hong Kong Securities Clearing Company Limited
CHAN KUNG SUK YUEN
CHAN KUNG SUK YUEN
Ea:

XIAO Lihai

BT

OUYANG Jiang

AR IR B R S — TR A A

A0 IREF - BREBRIRE 2 H T FE
BRI - DA AEE AR R 2 FE
BEEBBERIBN ETATKRERSEAS
EESHEERBEERIEIRTEN —BITH
Ao BREMBE L FERRI - R20165F
6H308 ' RIEFB(RERTHIZER
EITIEM D EOIE RS AFAEITESMHN AR
EEHBEARNERNERF25% (20055 &
FIDVHTE  EMBRER 2 BERES REDF
DREZHEMRBEETBEFORAERK
BIYE16(MERTE - A AR W EERHAM
ATHEBARRRBEBEITRA10%k A £
#@=e AII0OBMREF - HERAIRMESY%
A E(E5%)RMEVIRER B3R - BIHKSCC
Nominees Limited (LATNT# @ fRR&EH (K
BA)ERRAR) - RGO ERNAEENE
MHNERR - BEHK(EE)ERET AR
FisiRmER AR BEAR  EME L
REEREEBEREMEART - IERHE
Rl ABEBEAR - LMl IREATFRD KR
EEH  BEH - REITERNER °

134,334,016 EO ETANER
Overseas listed foreign shares

133,222,774 ARBEBR
RMB ordinary shares

34,153,444 ARBEBR
RMB ordinary shares

3,686,500 ARBEBR
RMB ordinary shares

2,313,988 ARBEBR
RMB ordinary shares

1,860,000 ARBEBR
RMB ordinary shares

1,750,640 ARBEBR
RMB ordinary shares

1,306,000 EO ETINER
Overseas listed foreign shares

1,288,800 ARBEBR
RMB ordinary shares

1,168,104 ARBEBR

RMB ordinary shares

Explanation of the connected relationship or acting in concert
relationship among the above shareholders

Except for no connected relationship between the state-owned
shareholders, the Company was not notified of any connected
relationship or acting in concert relationship regulated by
“Information Disclosure Management Procedure to Changes
of Shareholding of Listed Company” among the above top
ten shareholders of the Company. Other than the substantial
shareholders disclosed above, as at 30 June, 2016, there
were no other shareholders whose shareholdings exceeded
the amount required to be disclosed under Article 60 of
“Administration of the Issuing and Trading of Shares Provisional
Regulations” of the PRC and Issue no.2 of “The Content and
Format of Disclosure of Information of the Listed Companies”
(amended in 2005); and under Section 16(1) of the Securities
and Futures Ordinance under the Hong Kong Exchanges and
Clearing Limited, the Company was not notified of any interests
representing 10% or more of the issued share capital of
the Company. Among top ten shareholders, there are three
shareholders holding 5% or more of the Company’s shares.
They are HKSCC Nominees Limited (hereinafter referred to
as "HKSCC Nominees Limited”), which holds the overseas
listed foreign shares; Shenyang Machine Tool (Group) Co.,
Ltd., which holds the state-owned legal person shares; and
Yunnan Industrial Investment Holding Group Co., Ltd., which
holds state-owned legal person shares. All of the shares held
by these shareholders are not pledged, frozen, mortgaged,
nor designated.
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3.

Explanation on preferred shareholders with recovery voting
rights and their shareholdings

None

Notes:

1)

HKSCC Nominees Limited holds shares on behalf of clients.
The Company did not receive any notification that any holder
of H Shares held more than 10% in total share capital of the
Company. Holders of H Shares who held more than 5% of
total H Shares were known as follows: on 17 February 2016,
UBS Group AG held 8,443,000 H Shares of the Company,
representing 5.99% of total issued H Shares and 1.59% of
total issued shares of the Company.

Save as disclosed above, the Directors were not notified by any
person (who is not a Director or a chief executive officer) who
owns the interest or short position in the shares or underlying
shares of the Company and shall be disclosed to the Company
in compliance with the requirements contained in Divisions 2
and 3 of Part XV of Securities and Future Ordinance (“SFO"),
or the interest or short position that shall be included in the
prescribed register in accordance with section 336 of SFO.

As at 30 June 2016, none of the Directors and the Supervisors
had any interests or short positions in the shares, underlying
shares and/or debentures (as the case may be) of the Company
or any of its associated corporations (within the meaning of
Part XV of the SFO) which have been notified to the Company
and the Hong Kong Stock Exchange pursuant to Division 7 and
8 of Part XV of the SFO, including interests or short positions
which the Directors or the Supervisors are taken or deemed to
have under such provisions of the SFO, or which are required
to be and are recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and the Hong Kong Stock Exchange pursuant to the
Model Code.

This issue was announced in accordance with the regulation
— Notice of Supervising the Shareholders of Listed Companies
Implementing the Rules on Lessening Terminated Selling
Restricted Shareholding issued by Shanghai Stock Exchange.

Strategic Investors or General Legal Persons Became
Top Ten Shareholders By Placing of New Shares

CApplicable +/Not applicable

CHANGE IN CONTROLLING SHAREHOLDERS AND
BENEFICIAL CONTROLLERS

OApplicable +/Not applicable

.
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VII.

DIRECTORS, SUPERVISORS, AND SENIOR
MANAGEMENT OFFICERS
MOVEMENT IN SHAREHOLDING

Movement in shareholding of existing and resigned
directors, supervisors and senior management
officers during the reporting period

CApplicable +/Not applicable
Equity incentives granted to directors, supervisors

and senior management officers of the Company
during the reporting period

OApplicable +/Not applicable
CHANGE OF DIRECTORS, SUPERVISORS AND SENIOR

MANAGEMENT OFFICERS DURING THE REPORTING
PERIOD

VApplicable [Not applicable

HE R B SEEL 2EREE
Name Position Change Reasons for change
w= ExgnE BE(E TERA
Luo Tao Secretary to the Board Resignation Job transfer
= HttFH A lll. OTHER EXPLANATIONS
i None
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VIII. FINANCIAL STATEMENTS

I. AUDITORS’ REPORT

OApplicable +/Not applicable

= BIE®RE 1. FINANCIAL STATEMENTS
EHEEEER Consolidated Balance Sheet
201696 A30H At 30 June 2016
By - or BE:ARK
Unit: RMB
i HIREREE HAeE
HEH Item Note 30 June 2016 31 December 2015
REEE ! Current assets:
EES Cash at bank and on hand +-1 74,177,444.89 121,188,722.30
eSS Bills receivable +.2 26,353,094.17 157,239,974.08
FELUSBR TX Accounts receivable ++3 561,503,059.59 502,055,775.50
B IE Prepayments + 4 30,750,564.24 24,931,496.77
H UK Other receivables +-5 16,488,045.55 18,526,260.26
e Inventories +-6 941,750,573.12 914,209,060.05
HimEh & E Other current assets + 7 24,705,946.25 15,704,457.06
REBEESE Total current assets 1,675,728,727.81 1,753,855,746.02
FRBEE : Non-current assets:
AHEESREE Available-for-sale financial assets + 8 1,145,000.00 1,145,000.00
RERERE Long-term equity investments ++9 13,048,247.97 13,771,542.85
REEEE Investment properties + 10 15,391,666.93 15,608,952.07
EEEE Fixed assets + 11 477,439,054.77 498,845,347.32
FEIR Construction in progress + 12 292,237,302.16 288,677,829.89
BEEE Intangible assets + 13 134,118,544.36 137,013,532.94
SRS Goodwill + 14 7,296,277.00 7,296,277.00
REGHER Long-term deferred expenses + 15 687,497.47 808,153.23
BEMBHEE Deferred tax assets + 16 34,402,365.88 34,540,349.12
Hi3EReEE Other non-current assets + 17 44,581,366.28 44,581,366.28
ERBEESE Total non-current assets 1,020,347,322.82 1,042,288,350.70
EEHAG Total assets 2,696,076,050.63  2,796,144,096.72
REBEE Current liabilities:
RHEE R Short-term loans + 18 407,500,000.00 400,600,000.00
e E g Bills payable ++19 40,893,788.23 123,265,837.23
e BR 3R Accounts payable +20 458,421,190.10 432,812,127.18
TE W aE Advances from customers + 21 181,814,357.51 189,665,824.66
JFEE {1 B8k T 57 A Employee benefits payable +22 34,599,580.01 25,658,651.73
ERX & Taxes payable + 23 4,012,775.00 3,765,152.92
JFE R A Dividends payable + 24 135,898.49 135,898.49
H R Other payables + 25 445,365,183.26 170,573,524.53
—FERNEHHIEREEME  Non-current liabilities due within one year — + 26 50,418,509.00 210,558,420.61

RBREST

Total current liabilities

1,623,161,281.60

1,557,035,437.35

-
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EHEERER(AE)

Consolidated Balance Sheet (continued)

20166 H30H At 30 June 2016
Bfy - or BE:ARK
Unit: RMB
Hist HIREREE HEREE
HE Item Note 30 June 2016 31 December 2015
*RBEE: Non-current liabilities:
REIED Long-term loans + 27 81,665,275.66 129,005,572.45
REIENR Long-term payables + 28 959,440.95 1,066,045.50
£ B FE 1~ B T S BN Long-term employee benefits payable + 29 4,350,958.51 4,953,637.05
HIFEMNT Special payables + 30 20,947,539.29 20,947,539.29
Bias Provisions £ 31 4,225,960.44 7,312,879.51
BT s Deferred income £ 32 124,658,781.13 126,263,601.83
FRBEBE Total non-current liabilities 236,807,955.98 289,549,275.63
EE&Sst Total liabilities 1,859,969,237.58 1,846,584,712.98
FEEkER Shareholders’ equity:
[ Share capital + 33 531,081,103.00 531,081,103.00
YN Capital reserve + 34 19,765,031.17 19,765,031.17
BN Surplus reserve + 35 117,077,019.33 117,077,019.33
RAECHE Retained earnings + 36 112,326,621.28 221,249,204.66
BERELRIFEE#EZEALT Total equity attributable to
shareholders of the Company 780,249,774.78 889,172,358.16
DR R R Non-controlling interests 55,857,038.27 60,387,025.58
FEEERAH Total shareholders’ equity 836,106,813.05 949,559,383.74
BENAEERRAGT Total liabilities and shareholders’equity 2,696,076,050.63  2,796,144,096.72
EEREA e Legal representative of the Company: Wang Xing
FEedTEas A SBEE The person in charge of accounting affairs: Jin Xiaofeng
e KEA T A A5 4788 The head of the accounting department:  Li Hongning
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BRARAEERER

Balance Sheet

20166 H30H As at 30 June 2016
Bfy g EE:ARK
Unit: RMB
HiaF HIREREE HeREE
HH Item Note 30 June 2016 31 December 2015
REEE ! Current assets:
EBES Cash at bank and on hand 46,614,274.52 84,429,582.79
eSS Bills receivable 9,371,170.00 138,857,097.41
FEUBE X Accounts receivable +A 1 601,377,343.93 502,243,241.07
B RIA Prepayments 17,742,381.26 18,186,203.98
JRE 5 A ) Dividends payable 11,000,000.00 11,000,000.00
Ho{th i 3k Other receivables +#7 2 21,934,709.98 25,530,489.43
T8 Inventories 701,163,228.13 669,167,062.47
HiREEE Other current assets 16,705,946.25 15,338,472.74
FEBEES Total current assets 1,425,909,054.07  1,464,752,149.89
FRBEE Non-current assets:
REIRERE Long-term equity investments +7 3 81,174,484.83 81,897,779.71
KEEEHE Investment properties 15,391,666.93 15,608,952.07
EEEE Fixed assets 421,547,363.74 438,794,610.67
FEIRE Construction in progress 292,215,502.16 288,677,829.89
EREE Intangible assets 122,385,061.53 124,589,155.69
REGHER Long-term deferred expenses 383,259.04 454,412.82
EIEFREMEBE Deferred tax assets 23,655,654.95 23,655,654.95
HMIERBEE Other non-current assets 44,581,366.28 44,581,366.28
kRBEESE Total non-current assets 1,001,334,359.46  1,018,259,762.08
EEHG Total assets 2,427,243,413.53  2,483,011,911.97
FEERE: Current liabilities:
MHEIE Short-term loans 353,000,000.00 354,500,000.00
BN EE Bills payable 53,131,927.23 130,443,627.23
FETER SR Accounts payable 357,168,733.77 299,048,701.67
TEd R IE Advances from customers 102,479,717.47 111,584,301.11
JE ST BY T S B Employee benefits payable 31,200,522.42 22,910,013.22
EXHRE Taxes payable 2,214,859.82 1,392,241.48
HAth FERTR Other payables 449,533,254.43 168,563,022.37

—FREBNFERBAE

RBRESE

Non-current liabilities due within one year

Total current liabilities

50,418,509.00

210,558,420.61

1.399,147,524.14

1,299,000,327.69
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BRRAEERER(E)

Balance Sheet (continued)

20166 H30H As at 30 June 2016
Bl - r BE: ARK
Unit: RMB
Hist HIREREE HEREE
HE Item Note 30 June 2016 31 December 2015
*RBEE: Non-current liabilities:
REIED Long-term loan 81,665,275.66 129,005,572.45
REIENR Long-term payables 959,440.95 1,066,045.50
£ B FE (< B T S BN Long-term employee benefits payable 4,350,958.51 4,953,637.05
HEEMNR Special payables 20,947,539.29 20,947,539.29
E:tEE Provisions 2,754,525.61 5,202,376.08
BT Deferred income 123,418,781.13 126,023,601.83
FRBEBE Total non-current liabilities 234,096,521.15 287,198,772.20
=Rtk Total liabilities 1,633,244,045.29  1,586,199,099.89
FEEER ! Shareholders’ equity:
A% X Share capital 531,081,103.00 531,081,103.00
YN Capital reserve 27,303,321.72 27,303,321.72
ol YN Surplus reserve 117,077,019.33 117,077,019.33
A5 M E Retained earnings 118,537,924.19 221,351,368.03
FEEESE Total shareholders’ equity 793,999,368.24 896,812,812.08
BENMREERERA Total liabilities and shareholders’equity 2,427,243,413.53  2,483,011,911.97
FEEREKA F HE Legal representative of the Company: Wang Xing
FESHIEAEA: SBEE The person in charge of accounting affairs: Jin Xiaofeng
SrHiERE A A The head of the accounting department:  Li Hongning
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BHFFER

Consolidated Income Statement

20164 1-6 A For the six months ended 30 June 2016
By - p KE A%?ﬁz
. Unit: RMB
fit AHRER LBRAER
For the six months For the six months
%R Item Note ended 30 June 2016 ended 30 June 2015
- ERARA . Operating income 253,174,146.02 481,448,407.49
Heb - 85HA Incl: Operating income £37 253,174,146.02 481,448,407.49
> &%m Il Operating costs 381,605,773.51 524,823,198.52
A EEHA Incl.: Operating costs 3 196,925,472.63 376,714,645.16
‘E‘%%Fﬂ’f&m Business taxes and surcharges 38 413,472.40 4,187,655.39
HEE Selling and distribution expenses +439 32,832,384.75 37,405,477.84
gi@%ﬁ General and administrative expenses 40 99,539,915.09 69,530,648.60
EZWE}% Finan;ial expenses £ 41 24,327,168.28 16,637,206.98
BERERY Impairment losses 4 27,567,360.36 20,347,564.55
n: 2L EEEHNE Add: Income from change in fair value ("-" for losses)
(BB 525 _
BB (B 585 Investment income (*-" for losses) 43 -723,294.88 -887,637.46
B HBROANAELE Incl.. income ("-" for losses) from investment in
BN associates and jointly controlled entities -723,294.88 -887,637.46
= ERNAUERMN - JRED) lll. - Operating profit (*-" for losses) -129,154,922.37 -44,262,428.49
s ERMIA Add: Non-operating income tH 16,274,772.66 18,696,586.29
- Hm ARG EERENS Incl.: Gains from disposal of non-current assets 357,259.92 288,389.93
- T Less: Non-operating expenses 45 434,437.74 962,146.61
A ERBEERERL Incl.: Losses from disposal of non-current assets 338,902.42 27,526.42
m NESE(ERARW -JRE5) IV. Profit before income tax ("-" for total losses) -113,314,587.45 -26,527,988.81
i Rﬁﬁ/ Less: Income tax expenses ("-" for tax credit)
(Pl 15251 £ 46 137,983.24 -3,411,534.52
I FRBCFEEMN - RE) V. Net profit for the period (" for net losses) 345257069 -23,116,454.29
FER Attributable to:
BARGEE Shareholders of the Company 108,922,583.38 19,380,580.56
PEERER Non-controlling interests -4,529,987.31 -3,735,873.73
A REGERENRATE VI Other comprehensive income, net of tax = -
RESARMARN Other comprehensive income, et of tax
EWT’SHMW &35 attributable to equity shareholders of the Company = -
(-)NETEEN BEERR (1) Other comprehensive income that
W?’Mﬁlm will never be reclassified to profit or loss - -
(2P éﬂé BEERY (2) Other comprehensive income that may be
A Hﬁlm reclassified to profit or loss = S
E%J?EEM\%IH%%E@ . Other comprehensive income, net of tax
EhGANRNREEE attributable to non-controlling interests - -
t BERE4E VII. Total comprehensive losses for the period -113,452,570.69 -23,116,454.29
FER: Attributable to:
BRRFEENELKEAE Shareholders of the Company -108,922,583.38 -19,380,580.56
RN BRENGRNGLE Non-controlling interests -4,529,987.31 -3,735,873.73
N Bhha VIII. Earnings per share:
(- ERERRE(T/R) - Basic losses per share (dollar/share) -0.2051 -0.0365
(Z)REERAE(/R) - Diluted losses per share (dollar/share) -0.2051 0.0365
AEREA T #® Legal representative of the Company: Wang Xing
TESHTIIEAE SRR The person in charge of accounting affairs: Jin Xiaofeng
BETHEARA ES AR The head of the accounting department:  Li Hongning
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SN VE B

Income Statement

20165 1-6 A For the six months ended 30 June 2016
By cor ME:ARE
Unit: RMB
izt RHRER LEREE
For the six months For the six months
5R Items Note ended 30 June 2016 ended 30 June 2015
&#u&v\ 1. Operating income 154 248,214,420.81 410,647,378.51
W EERA Less: Qperating costs 174 199,503,629.34 318,109,402.91
EERSRMM Business taxes and surcharges 14,963.21 3,452,827.06
HEER Selling and distribution expenses 28,601,580.10 33,195,501.74
ERER General and administrative expenses 86,329,934.56 56,527,752.13
BRER Financial expenses 23,447,933.43 16,043,707.82
BERERL Impairment losses 27,336,912.95 19,490,132.94
n: A EEEDNE Add: Income from change in fair value ("-" for losses)
(B&IN- 355851
BB (BRU-5E5) Investment income (*-" for losses) 1tE:5 -723,294.88 697,300.97
H: fBEMEN Incl.. Income from investment in associates
RELENRENS and jointly controlled entities -723,294.88 -887,637.46
= BENRB(EEU-EEN) 2. Operating profit ("" for losses) -117,743,827.66 -35,474,645.12
m: M Add: non-operating income 15,357,747 84 18,696,026.29
Eh o ERHEERERNG Incl.; income from disposal of non-current assets 263,217.30 288,389.93
W EENTH Less: non-operating expenses 427 364.02 952,922.29
b ERgEERERR Indl.: losses from disposal of non-current assets 332,676.42 18,302.10
= FEaE(ERAaEN - %RE) 3. Profit before income tax (*-" for total loss)) -102,813,443.84 -17,731,541.12
B ﬁﬂ%m%ﬂ% Less: income tax expenses ("-" for tax credit)
(FrEBisEM- J583) - -3,099,997.95
M FRECRERM-15RE) 4. Net profit (" for net loss) -102,813,443.84 -14,631,543.17
EEREA B Legal representative of the Company: Wang Xing
FEETIEAREA: SEE The person in charge of accounting affairs: Jin Xiaofeng
BEHEARA ES - The head of the accounting department:  Li Hongning
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EHRERER

Consolidated Cash Flow Statement

20165 1-6 A For the six months ended 30 June 2016
By - r BE:ARK
Unit: RMB
fifst THRER LBRES
For the six months For the six months
HH Items Note ended 30 June 2016 ended 30 June 2015
- REEDELNRLRE: Cash flows from operating activities:
HERm  RESHUINRS Cash received from sale of goods and rendering
of services 227,278,527.14 340,913,625.50
WEEmRERERERNRS Other cash received relating to operating activities +.47 234,194,839.97 7,708,069.91
EEEHREMANG Sub-total of cash inflows from operating activities 461,473,367.11 348,621,695.41
BEAD RIXSBXANRE Cash paid for goods and services 194,524,379.31 247,386,414.90
XHRBRINRARIXAHE S Cash paid to and for employees 96,759,585.65 136,217,098.31
XANEERE Cash paid for all types of taxes +.47 15,778,441.55 34,195,479.29
IR EESEDERNG Other cash paid relating to operating activities 77,805,314.20 32,581,589.36
LEEHRE MM/ Sub-total of cash outflows from operating activities 384,867,720.71 450,380,581.86
BEEPEENREREFE Net cash flows from operating activities +48 76,605,646.40 -101,758,886.45
o REEBELNRERE: Cash flows from investing activities:
BEREKEINERS Cash received from withdrawal of investment 57,000,000.00 77,000,000.00
RERENEKEINERS Cash received from return on investments 172,194.55 119,441.03
REETAE  BYAEN Net cash received from disposal of fixed assets,
HtRHEERRNE S FE intangible assets and other long-term assets 509,880.10 101,120.00
W Em RS ESEENE S Other cash received relating to investing activities +.47 58,337,702.93 33,614,456.40
REEHRERANG Sub-total of cash inflows from investing activities 1601977758 110,835,017.43
BRETAE  BREEN Cash paid for acquisition of fixed assets,
HMRBBELNNES Intangible assets and other long-term assets 2,990,416.79 51,920,534.86
REX MRS Cash paid for investment 65,000,000.00 100,000,000.00
IREMEEEEDEENRE Other cash paid relating to investing activities +.47 27,348,415.79 48,692,404.61
REZHRL AL Nt Sub-total of cash outflows from investing activities 95,338,832.58 200,612,939.47
REEHEANBESREFE Net cash flows from investing activities 20,680,945.00 -89,777,922.04

I
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EHRERER(E)

Consolidated Cash Flow Statement (continued)

20164 1-6 A For the six months ended 30 June 2016
By - r BE:ARK
Unit: RMB
3 KHBRER gt
For the six months For the six months
A Items Note ended 30 June 2016 ended 30 June 2015
= BETHELNNERE 3. Cash flows from financing activities:

NEERNENES Cash received from borrowings 230,750,583.21 325,224,136.15
uﬁz |EtEEEEHEENES Other cash received relating to financing activities +47 148,792,500.00 -
EETHRLTANG Sub-total of cash inflows from financing activities 379,543,083.21 325,224,136.15
BEEBINNES Cash repayments of borrowings 427,688,177.76 156,508,961.21
DEMRF - A Cash paid for distribution of dividends,

BRAEYFHES profit or repayment of interest 19,955,545.64 21,089,514.66
B ?Qﬂﬁiﬁﬁ Incl. dividends or profit paid to

DERRERRA - A non-controlling interests by subsidiaries - 1,584,938.43
TREMBEEIHEENRS Other cash paid relating to financing activities t.47 45,000,000.00 =
EETHRSTL G Sub-total of cash outflows from financing activities 492,643,723.40 177,598,475.87
EETHEAMBELRE R Net cash flows from financing activities -113,100,640.19 147,625,660.28

M. ERZEBHHELR 4. Effect of foreign exchange rate changes on cash
HeZEYNDE and cash equivalents -207,941.48 -572,247.91
T BeRBESEEYTEME 5. Net increase in cash and cash equivalents -16,021,990.27 -44,483,396.12
n:BNRE R EENRE Add: Cash and cash equivalents at
the beginning of the period 71,288,005.75 124,210,047.71
A BRASRASZENSE 6. Cash and cash equivalents
at the end of the period 55,266,015.48 79,726,651.59
EEREKA F Legal representative of the Company: Wang Xing
TEGHIEAEA: SEE The person in charge of accounting affairs: Jin Xiaofeng
BEHEAEERA PRI The head of the accounting department:  Li Hongning

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

> I




BRAARTRER

Cash Flow Statement

20164 1-6 A For the six months ended 30 June 2016
By - p BE:ARK
Unit: RMB
Hit THBER LRREE
For the six months For the six months
EH Items Note ended 30 June 2016 ended 30 June 2015
- REEHELINBERE: 1. Cash flows from operating activities:
HEAm  REASKUINERS Cash received from sale of goods and
rendering of services 179,260,615.23 276,334,538.18
BHEpEEEEHEENE Other cash received relating to operating activities 264,719,462.26 7,667,552.00
BEEGRSRANG Sub-total of cash inflows from operating activities 443,980,077.49 284,002,090.18
BEEM  BREBIANTE Cash paid for goods and services 198,795,390.20 212,211,397.86
TREBINRABIZ MRS Cash paid to and for employees 80,981,543.21 121,086,281.00
TRNRENE Cash paid for all types of taxes 10,248,605.90 24,673,071.49
TREMELEEERNES Other cash paid relating to operating activities 69,248,912.39 24,270,566.30
@eEHRERL G Sub-total of cash outflows from operating activities 359,274,451.70 382,241,316.65

BEETHELNREREHE

I REFBELNRERE: 2.

REETAE BYEENAL
RAGEROMAL R

YAERERERDARNAS

RERBRSRANG

RRETAE BVEENAL
LS E
XHEMERERDARNASE

RERBRS R

RETHELNREREHE

Net cash flows from operating activities

Cash flows from investing activities:

Net cash received from disposal of fixed assets,
intangible assets and other long-term assets

Other cash received relating to investing activities

Sub-total of cash inflows from investing activities

Cash paid for acquisition of fixed assets,
intangible assets and other long-term assets
Other cash paid relating to investing activities

Sub-total of cash outflows from investing activities

Net cash flows from investing activities

84,705,625.79 98,239,226 47
507,880.10 100,000.00
56,091,039.93 30,000,000.00
.
2,962,261.61 51,893,781.70
23790,345.23 45,838,323.98
26,752,606.84 97,732,105.68

29,846,313.19

-67,632,105.68
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BARBEERER(E)
20165 1-6 A

Cash Flow Statement (continued)

For the six months ended 30 June 2016

By or BE:ARK

Unit: RMB

s EREE LHRER

For the six months For the six months

ER [tems Note ended 30 June 2016 ended 30 June 2015
= BEERELNRERE: 3. Cash flows from financing activities:

DEEFRINRS Cash received from borrowings 208,359,703.21 320,224,136.15

KHERREEEDBRNAS Other cash received relating to financing activities 148,792,500.00 =

LERPRERANG

DS OE

B - FE%
ENMEXRHEE
EEREEEDABNES

&
7
X
L ey

SATPELNREREHE

N EXEBHASRASSENNTE 4

i RERRSSENFENE
m: BORELALERNHE

Sub-total of cash inflows from financing activities

Cash repayments of borrowings
Cash paid for distribution of dividends,
profit or repayment of interest
Other cash paid relating to financing activities

Sub-total of cash outflows from financing activities

Net cash flows from financing activities

Effect of foreign exchange rate changes on cash
and cash equivalents

5. Net increase in cash and cash equivalents
Add: Cash and cash equivalents at
the beginning of the period

A BRESRESSENGE 6. Cash and cash equivalents at the end of the period
H’:fﬁﬁ%‘%/\ : T

E ED+I{/EE/\}\ (ﬁﬁ;ﬁ%\l}%
SEEBEEA T4

Legal representative of the Company:

357,152,203.21

413,088,177.76

18,922,982.32
45,000,000.00

320,224,136.15

156,508,961.21

18,711,154.15

477,011,160.08

175,220,115.36

-119,858,956.87 145,004,020.79
-207,595.68 -564,515.41
-5,514,613.57 -21,431,826.77
37,363,635.20 91,613,342.33

31,849,021.63

70,181,515.56

Wang Xing
The person in charge of accounting affairs: Jin Xiaofeng

The head of the accounting department:  Li Hongning
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OB EREEE R

Consolidated Statement of Changes in Equity

20165 1-6 A For the six months ended 30 June 2016
By o KE: ARK
Unit: RMB
b
For the six months ended 30 June 2016
BRREARMEEER
Attributable to the shareholders of the Company
k& BRLNE  RtGeUE BHLNR AOEAE  SBRREE FREERSS
Other Total
Capital  comprehensive Surplus Retained Non-controlling  shareholders’
R Items Share capital reserve income reserve earnings interests equity
- LEHRBE 1. Balance at the end of last year 531,081,103.00  19,765,031.17 - 117,077,019.33  221,249,204.66  60,387,025.58  949,559,383.74
n: SRR Add: corrections of prior period
errors 5 S S = = 5 =
 RERIBE 2. Balance at the beginning of
the period 531,081,103.00  19,765,031.17 - 117,077,019.33  221,249,204.66  60,387,025.58  949,559,383.74
S RHEHEHEE 3. Changes in equity for
(RO -85 the period (" for decrease) - - - - -108,922,583.38  -4,520987.31 -113,452,570.69
(EehEES (1) Total comprehensive income - . = - 410892258338 -4,529,987.31  -113,452,570.69
(D)FEAE (2) Appropriation of profits - . _ _ } ) }
1. $fEE(R 1. Distribution to owners (or
RNAE shareholders) - - - - - - _
(Z)Ef (3) Others - . . . . - -
RHERAE 4, Balance at the end of
the period 531,081,103.00  19,765,031.17 - 117,077,019.33 112,326,621.28  55,857,038.27  §36,106,813.05
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EOHMEERRBBR(E Consolidated Statement of Changes in Equity (continued)
2016%F1-6 A For the six months ended 30 June 2016

LH

Efs :om BE:ARK

For the six months ended 30 June 2015

Unit: RMB

BENSAARAERR
Attributable to the shareholders of the Company

kx ERLNE  AtGeUE BROR AORAE  HBRREE FEEERAT
Other Total
Share Capital ~ comprehensive Surplus Retained Non-controlling  shareholders’
R Items capital reserve income reserve earnings interests equity
- LEBRRE 1. Balance at the end of last year 531,081,103.00  19,765,031.17 - 117,077,019.33  417,634,420.32  85,239,943.96 1,170,797,517.78
n: ABEEEL Add: corrections of prior period
errors = 5 S S = = =
o RERBE 2. Balance at the beginning of
the period 531,081,103.00  19,765,031.17 - 117,077,019.33  417,634,420.32  85,239,943.96 1,170,797,517.78
SREEHEHEE 3. Changes in equity for
(RO 583 the period (" for decrease) - - - - -19380580.56 532081216  -24,701392.72
(-)Falnes (1) Total comprehensive income - - - - 1938058056 -3735873.73  -23,116,45429
(Z)NBAE (2) Appropriation of profits s s - = - 158493843 158493843
B EEE 1. Distribution to owners (or
RR) & sharenolders) = = = = - 158493843 -1584,938.43
(Z)Ef (3) Others = - - - - - -
I AEHREE 4. Balance at the end of
the period 531,081,103.00  19,765,031.17 - 117,077,019.33  398,253,839.76  79,919,131.80 1,146,096,125.06
EEREKA F Legal representative of the Company: Wang Xing

TEGHITFRREA: ZERE

BEHEAERA FAE The head of the accounting department:

The person in charge of accounting affairs: Jin Xiaofeng

Li Hongning

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited
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BAREERRBSEHR Statement of Changes in Shareholders’ Equity
2016%F1-6 A For the six months ended 30 June 2016

By cop KE:ARK
Unit: RMB
piN:
For the six months ended 30 June 2016

k% BARR  HtBRALE EBLR AFENE  FEEEEAT
Other Total
Share Capital comprehensive Surplus Retained  shareholders’
e Items capital reserve income reserve earnings equity
- LEHRGE 1. Balance at the end of last year 531,081,103.00  27,303,321.72 - 117,077,019.33 221,351,368.03  896,812,812.08
e AHEETE Add: corrections of prior period

errors - - = S = S

o RERRE 2. Balance at the beginning of the
period 531,081,103.00  27,303,321.72 - 117,077,019.33 221,351,368.03  896,812,812.08

SOREEESHEE 3. Changes in equity for the period
(R WA - J3E3) (" for decrease) - - - - -102,813,443.84  -102,813,443.84
(=)malsesE (1) Total comprehensive income - - - - -102,813,443.84 -102,813,443.84
M ABBRGE 4. Balance at the end of the period 531,081,103.00  27,303,321.72 - 117,077,019.33 118,537,924.19  793,999,368.24
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BRAREEEZSHR(E) Statement of Changes in Shareholders’ Equity
20165 1-6 A (continued)

For the six months ended 30 June 2016

Bfy :op BE: ARK
Unit: RMB
i
For the six months ended 30 June 2015

Bx BR0E  Rt&akd BHME  AOENR  FREREAT

Other Total
Share Capital comprehensive Surplus Retained  shareholders’
EH Items capital reserve income reserve earnings equity
- LEHRBE 1. Balance at the end of last year 531,081,103.00  27,303,321.72 - 117,077,019.33 390,145,312.31 1,065,606,756.36
m:AEESE Add: corrections of prior period

errors - - - - - -

RERBE 2. Balance at the beginning of the
period 531,081,103.00  27,303,321.72 - 117,077,019.33 390,145,312.31 1,065,606,756.36

REEREBEE 3. Changes in equity for the period
(BHH - [5RE5) (" for decrease) - - -

-14,631,543.17  -14,631,543.17

(—)EakFes (1) Total comprehensive income = 5 = - -14631,543.17  -14,631,543.17
iv:): P 33 4. Balance at the end of the period 531,081,103.00 27,303,321.72 - 117,077,019.33 375,513,769.14 1,050,975,213.19
EERERA F Legal representative of the Company: Wang Xing
TEEIEAEREA: SEE The person in charge of accounting affairs: Jin Xiaofeng
GIRBAEA FaE The head of the accounting department:  Li Hongning
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CORPORATE INFORMATION
General Information of the Company

Shenji Group Kunming Machine Tool Company Limited (the
“Company”) was established in the People’s Republic of China
("the PRC") with limited liability on 19th October 1993. The
place of registration of the Company is 23 Ciba Road, Kunming
City, Yunnan Province, the PRC.

The Company is a stock company limited by restructuring from
Kunming Machine Tool Plant approved by [1993] no. 173 Ti
Gai Sheng issued by the State Economic Reform Commission.
The name at establishment was Kunming Machine Tool
Company Limited (“Kunji”). Kunming Machine Tool Plant
used its assets and liabilities at 30th June 1993 to invest in
the Company. The above assets and liabilities were assessed
by Shanghai Accounting Firm. The assessed net assets were
RMB179,258,700. The assessment was approved by [1993] no.
420 Guo Zi Ping issued by the National State-owned assets
Administration Commission. According to [1993] no. 114
Guo Zi Qi Han Fa issued by the National State-owned assets
Administration Commission, the assessed state-owned land
use rights included in the above net assets should be reduced
by RMB34,217,100, meanwhile, 82.74% of the adjusted net
assets (assessment value was RMB145,041,600) was discounted
to 120,007,400 shares with par value RMB1.00 per share. The
original investors of Kunming Machine Tool Plant, Yunnan
Provincial People’s Government and Kunming Jinghua Company
Ltd., held 102,397,700 and 17,609,700 shares respectively.

Approved by [1993] no. 50 Zheng Wei Fa issued by the
Security Commission of the State Council, Kunji issued and
listed 65,000,000 H shares with par value RMB1.00 per share
in the Stock Exchange of Hong Kong Limited in December
1993. Then, it issued and listed 60,000,000 A shares with
par value RMB1.00 per share in Shanghai Stock Exchange in
January 1994.

On 25th December 2000, Xi'an Jiaotong University Industrial
(Group) Incorporation (”Jiaotong Group”) entered into Shares
Transfer Agreement of Jiaoda Kunji High-Tech Company Limited
with the People’s Government of Yunnan Province (“Yunnan
Government”) whereby Yunnan Government would transfer
71,052,146 state-owned shares of the Company to Jiaotong
Group. The transaction was approved by [2001] no. 283 Cai Qi
— the Approval of State-owned Shares Transfer of Jiaoda Kunji
High-tech Company Limited issued by the Ministry of Finance
of the PRC. Upon completion of share transfer procedure on
5th June 2001, Jiaotong Group became the largest shareholder
of the Company.

____EE
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With effective from 29th March 2002, the Company used the
name “Jiaoda Kunji High Tech Company Limited” (“Jiaoda
Kunji”) jointly approved by the State Administration for Industry
and Commerce of the PRC and the Ministry of Foreign Trade
and Economic Cooperation of the PRC after completing the
business registration for change of company name in Yunnan
Commercial and Industrial Administration Bureau. On 15th
September 2005, Jiaotong Group and Shenyang Machine Tool
(Group) Co., Ltd. (“Shenji Group”) entered into a Share Transfer
Agreement. Shenji Group agreed to purchase 71,052,146 shares
of Jiaoda Kunji held by Jiaotong Group. The share transfer
was approved pursuant to the “Written Reply Regarding the
Transfer of State-owned Shares of Jiaoda Kunji High-tech Co.,
Ltd.” (Guo Zi Chan Quan [2006] No. 628) issued by State-
owned Assets Supervision and Administration Committee of
the State Council and the Opinion on Information Disclosure
of the Acquisition of Jiaoda Kunji High-tech Co., Ltd. by
Shenyang Machine Tool (Group) Co., Ltd. (Zheng Jian Gong
Si [2006] No. 255) by China Securities Regulation Committee.
On 1st December 2006, the register of equity transfer was
completed and Shenji Group became the largest shareholder
of the Company.

On 4th April 2006, pursuant to the “Written Reply of the
People’s Government of Yunnan Province Regarding the
Transfer of Title of Jiaoda Kunji High-Tech Co., Ltd.” issued
by the People’s Government of Yunnan Province and the
“Written Reply of Yunnan State-owned Assets Supervision and
Administration Committee regarding the Grant of Authorization
to Yunnan State-owned Assets Operation Co., Ltd. to Exercise
the Shareholders’ Right of Jiaoda Kunji High-tech Co., Ltd.”
issued by Yunnan State-owned Assets Supervision and
Administration Committee, 31,345,554 state-owned shares
held by the People’s Government of Yunnan were transferred
to Yunnan State-owned Assets Operation Co., Ltd. (“Yunnan
State-owned Assets Operation Co., Ltd.”) at nil consideration
on 31st December 2005. The share transfer was approved by the
Stateowned Assets Supervision and Administration Committee
of the State Council pursuant to the “Written Reply regarding
the Transfer of Part of the State-owned Shares of Jiaoda Kunji
High-Tech Co., Ltd.” (Guo Zi Chan Quan [2006] No. 1412).
The transfer was completed on 19th January 2007.
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On 25th January 2007, the “Written Reply regarding the
Transfer of Shares and Increase in Share of Jiaoda Kunji
High-Tech Co., Ltd.” (Shang Zi Pi [2007] No. 133) was issued
by the Ministry of Commerce of the PRC to approve the
share reform proposal of the Company, pursuant to which a
total of 38,235,855 shares (as to 28,091,955 A Shares and
10,143,900 H Shares respectively) were transferred from the
capital reserve to all the shareholders whose names appeared
on the Company’s register of members on 26th February
2007 on the basis of 1.5606 shares for every 10 shares held.
On 5th March 2007, the holders of non-circulating shares of
the Company made the payment with a total of 18,728,355
shares held as consideration to the holders of circulating A
Shares on the basis of 2.7 shares for every 10 shares held. The
new A Shares were listed on 7th March 2007. Of 18,728,355
shares, Shenji Group, Yunnan State-owned Assets Operation
Co.,Ltd. and Jinghua Company contributed as to 11,088,398
shares, 4,891,787 shares and 2,748,170 shares respectively.
After implementation of the consideration arrangement, non-
circulating shares held by the holders of non-circulating shares
of the Company became tradable and listed.

On 23rd March 2007, approved by the shareholders’ meeting
of Jiaoda Kuniji, Jiaoda Kunji High-Tech Company changed its
name to Shenji Group Kunming Machine Tool Company Limited.

Approved by the annual general meeting of the Company held
on 29th June 2007, based on total share capital of 283,243,255
shares of the Company, increased shares on the basis of 5
shares for every 10 shares held to all the shareholders by
capitalization of capital reserve, totally increased 141,621,628
shares. After share increase, total issued shares of the Company
was 424,864,883 shares, and total registered capital of the
Company was RMB424,864,883. The resolution was approved
by the “Written Reply Regarding the Change of Name and
Increase in Share Capital of Jiaoda Kunji High-Tech Co.,
Ltd.” (Shang Zi Pi [2007] No. 1390) issued by the Ministry of
Commerce of the PRC.

Pursuant to the “Written Reply on the Change in Shareholders
of the Six Listed Companies including Yunnan Salt & Chemical
Industry Co., Ltd.” (Guo Zi Chan Quan [2009] No. 1182) issued
by the State-owned Assets Supervision and Administration
Commission of the State Council on 22nd October 2009,
47,018,331 shares of the Company held by Yunnan State
Owned Assets Operation Co. Ltd. were transferred to Yunnan
Industrial Investment Holding Group Co., Ltd. (“Yunnan
Industrial Investment”) to perform the obligations as the
contributor of state-owned assets.

___EC
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Approved by the shareholders’ meetings held on 23rd June
2010, based on total share capital of 424,864,883 shares of
the Company, increased shares on the basis of 2.5 shares for
every 10 shares held to all the shareholders by capitalization
of capital reserve, totally increased 106,216,220 shares. After
share increase, total issued shares of the Company would
be 531,081,103 shares, and total registered capital of the
Company would be RMB531,081,103. The resolution was
approved by the “Written Reply from the Department of
Commerce of Yunnan Province Concerning its Consent to
the Increase in Share Capital by Capitalization of the Capital
Reserve by Shenji Group Kunming Machine Tool Company
Limited” (Yun Shang Zi [2010] No. 130).

At 30 June 2016, subsidiaries of the Company included in the
scope of consolidation totalled 4. For details, please refer to
Note VIII “Disclosure of Equity in Other Entities”. There are
no changes in the scope of consolidation in this period as
compared to the last period.

The Company and its subsidiaries (collectively the “Group”)
mainly engage in development, design, production and sales of
machine tool series products and accessories, sensor and turbo
tables and turbo machine and sintering fans series products and
accessories. The term of operation of the Company will expire
on 30th October 2050. See Note VIl for related information
of the subsidiaries of the Company.

The financial statements were approved by the Board of
Directors of the Company on 30th August 2016.

The Scope of Consolidated Financial Statements

The scope of consolidation included the Company and all
subsidiaries.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Basis of Preparation

The financial statements of the Company and its subsidiaries
(the "Group”) are prepared on a going concern basis and
based on actual transactions and events, in accordance with
the Accounting Standards for Business Enterprises-Basic
Standards promulgated by the Ministry of Finance (Order of
Ministry of Finance No. 33, as amended by Order of Ministry
of Finance No. 76) and 41 specific accounting standards as
promulgated and amended on and after 15 February 2006,
the application guidelines of the Accounting Standards for
Business Enterprises, interpretations and other related rules of
the Accounting Standards for Business Enterprises (hereinafter
referred to as “ASBEs”), and the disclosure requirements of the
“Regulation on the Preparation of Information Disclosures of
Companies Issuing Public Shares, No. 15: General Requirements
for Financial Reports” (revised in 2014) of China Securities
Regulatory Commission.
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The Company’s financial statements have been prepared on
an accrual basis in accordance with the ASBEs. The financial
statements are prepared under the historical cost convention.
In the event that depreciation of assets occurs, a provision
for impairment is made accordingly in accordance with the
relevant regulations.

SIGNIFICANT ACCOUNTING
ACCOUNTING ESTIMATES

POLICIES AND

Specific accounting policies and accounting estimates prompted:

The Company and its subsidiaries based on the actual
production and management features and according to relevant
provisions of Accounting Standards for Enterprises to make
several specific accounting policies and accounting estimates
on recognition and measurement of provision for bad debts
in receivables, measurement of inventories, depreciation
of investment properties and fixed assets, amortization of
intangible assets, qualifying R&D expenses for capitalization
and recognition and measurement of revenue. Details of
which are set out in note V.10 “accounts receivable”, V.11
“inventories”, V.13 “investment properties”, V.14 “fixed
assets”, V.17 "intangible assets” and V.22 “revenue”. About
the explanation on significant accounting judgments and
estimates made by management, please refer to note V.27
“significant accounting judgments and estimates”.

Statement of Compliance with the Accounting
Standards for Business Enterprises

The financial statements have been prepared by the Company
in conformity with the ASBEs, which truly and fully reflect the
financial position of the Company as at 30 June 2016 and
relevant information such as the operating results and cash
flows of the Company for the six months end 30 June 2016. In
addition, the financial statements of the Company also comply
with, in all material respects, the disclosure requirements of the
“Regulation on the Preparation of Information Disclosures of
Companies Issuing Public Shares, No. 15: General Requirements
for Financial Reports” revised by the China Securities Regulatory
Commission in 2014 and the notes thereto.

Accounting Period

The accounting periods of the Group are divided into annual
periods and interim periods. Interim periods refer to reporting
periods that are shorter than a full accounting year. The
accounting year of the Group is from 1 January to 31 December
of each calendar year.

Operating Cycle

Ordinary operating cycle refers to the period from acquisition of
assets used for processing by the Group until their realisation
in cash or cash equivalents. The operating cycle of the Group
lasts for 12 months, and acts as an indicator for classification
of liquidity of assets and liabilities.

-
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Reporting Currency

The Company and its subsidiaries recognise RMB as their
reporting currency according to the primary economic
environment in which they operate. The reporting currency
of the Company and its subsidiaries is Renminbi (“RMB"). The
Group prepares its financial statements in RMB.

Accounting Method of Business Combination under
Common Control and Not Under Common Control

Business combinations refer to the transactions or events
in which two or more separate enterprises merged as a
single reporting entity. Business combinations are divided into
business combination under common control and not under
common control.

(1)

(2)

Business combination under common control

A business combination involving enterprises under
common control is a business combination in which all of
the combining enterprises are ultimately controlled by the
same party or parties before and after the combination,
and that control is not transitory. The party that, on the
combination date, obtains control of another enterprise
participating in the combination is the absorbing party,
while that other enterprise participating in the combination
is a party being absorbed. The combination date is
the date on which one combining enterprise effectively
obtains control of the other combining enterprises.

Assets and liabilities obtained by the absorbing party are
measured at their carrying amount at the combination date
as recorded by the party being merged. The difference
between the carrying amount of the net assets obtained
and the carrying amount of the consideration paid for the
combination (or the aggregate nominal value of shares
issued as consideration) is charged to the capital reserve
(share capital premium). If the capital reserve (share
capital premium) is not sufficient to absorb the difference,
any excess shall be adjusted against retained earnings.

Cost incurred by the absorbing party that is directly
attributable to the business combination shall be charged
to profit or loss in the period in which they are incurred.

Business combination not under common control

A business combination not involving enterprises under
common control is a business combination in which
all of the combining enterprises are not ultimately
controlled by the same party or parties before and after
the combination. For a business combination not involving
enterprises under common control, the party that, on the
acquisition date, obtains control of another enterprise
participating in the combination is the acquirer, while
that other enterprise participating in the combination is
the acquiree. The acquisition date is the date on which
the acquirer effectively obtains control of the acquiree.
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For business combination involving entities not under
common control, the cost of a business combination is the
aggregate of the fair values, on the date of acquisition,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the acquirer to be paid by the
acquirer, in exchange for control of the acquire plus
agency fee such as audit, legal service and evaluation
consultation and other management fees charged to the
profit or loss for the period when incurred. Transaction
cost attributable to equity or debt securities issued by
the acquirer as consideration is included in the initial
costs. Contingent consideration involved is charged to
the combination cost at its fair value on the acquisition
date, in the event that adjustment on the contingent
consideration is required as a result of new or additional
evidence in relation to circumstances existed on the
acquisition date emerges within twelve months from
the acquisition date, the combination goodwill shall
also be adjusted. The combination cost incurred by the
acquirer and the identifiable net assets acquired from
the combination are measured at their fair values on the
acquisition date. Where the cost of a business combination
exceeds the acquirer’s interest in the fair value of the
acquiree’s identifiable net assets on the acquisition date,
the difference is recognised as goodwill. Where the cost of
a business combination is less than the acquirer’s interest
in the fair value of the acquiree’s identifiable net assets,
the acquirer shall first reassess the measurement of the
fair value of the acquiree’s identifiable assets, liabilities
and contingent liabilities and the measurement of the
cost of combination. If after such reassessment the cost
of combination is still less than the acquirer’s interest in
the fair value of the acquiree’s identifiable net assets,
the difference is charged to profit or loss for the period.

In relation to the deductible temporary difference acquired
from the acquiree, which was not recognised as deferred
tax assets due to non-fulfilment of the recognition criteria
at the date of the acquisition, if new or further information
that is obtained within 12 months after the acquisition
date indicates that related conditions at the acquisition
date already existed, and that the implementation of the
economic benefits brought by the deductible temporary
difference of the acquiree can be expected, the relevant
deferred tax assets shall be recognised and goodwill shall
be deducted. When the amount of goodwill is less than
the deferred tax assets that shall be recognised, the
difference shall be recognised in the profit or loss of the
period. Except for the above circumstances, deferred tax
assets in relation to business combination are recognised
in the profit or loss of the period.

-
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For combination of business not under common control
achieved by several transactions, these several transactions
will be judged whether they belong to “transactions in
a basket” in accordance with the judgement standards
on “transactions in a basket” as set out in the Notice of
the Ministry of Finance on Issuing Accounting Standards
for Business Enterprises Interpretation No. 5 (Cai Kuai
[2012] No. 19) and Rule of 51 to “Accounting Standard
for Business Enterprises No. 33 — Consolidated Financial
Statements”(see Note V. 6 (2)). If they belong to
“transactions in a basket”, they are accounted for with
reference to the descriptions as set out in the previous
paragraphs of this section and Note V. 12 “Long-term
equity investments”, and if they do not belong to
“transactions in a basket”, they are accounted for in
separate financial statements and consolidated financial
reports.

In separate financial statements, the initial equity
investment cost is the aggregate of the carrying amount
of the equity investment in the acquiree held prior
to the acquisition date and the investment cost newly
added as at the acquisition date. In respect of any
other comprehensive income attributable to the equity
interest in the acquiree prior to the acquisition date,
other comprehensive income is accounted for on the same
accounting method as direct disposal of relevant asset
or liability by the acquiree at the time of disposal (i.e.
to be transferred to investment income for the period,
except for the changes arising from re-measuring net
assets or net liabilities of defined benefit plan using the
equity method attributable to the acquiree).

In consolidated financial statements, the equity interest
in the acquiree held prior to the acquisition date is
remeasured at fair value as at the acquisition date, and
the difference between the fair value and the carrying
amount is recognised as investment income for the
current period. In respect of any other comprehensive
income attributable to the equity interest in the acquiree
held prior to the acquisition date, other comprehensive
income is accounted for on the same accounting method
as direct disposal of relevant asset or liability by the
acquiree (i.e. to be transferred to investment income
at the acquisition date, except for the changes arising
from re-measuring net assets or net liabilities of defined
benefit plan using the equity method attributable to
the acquiree) is transferred to investment income in the
period of the acquisition date.
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6. Preparation of Consolidated Financial Statements

(1)

(2)

Basis for principle of determining the scope of consolidated
financial statements

The scope of consolidation of the consolidated financial
statements is determined on the basis of control.

The term “control” refers to the fact that the Company
has power over the investee and is entitled to variable
returns from its involvement with the investee and the
ability to use its power over the investee to affect the
amount of those returns. The scope of consolidation
includes the Company and all of its subsidiaries. A
subsidiary is an entity controlled by the Company.

The Company will conduct reassessment in the event there
are changes in actual condition and situation causing
changes in relevant elements involved in the definition
of control above.

Basis for preparation of the consolidated financial
statements

Subsidiaries are consolidated from the date on which the
Company obtains net assets and the effective control of
decision making of production and operation and are
deconsolidated from the date that such control ceases.
For disposal of subsidiaries, the operating results and cash
flows of such subsidiaries before the date of disposal are
properly included into the consolidated income statement
and consolidated cash flow statements; for disposal of
subsidiaries during the reporting period, no adjustment
shall be made to the opening balance of the consolidated
balance sheet. For those subsidiaries acquired through
business combination not under common control, the
operating results and cash flows after the acquisition date
have been properly included in the consolidated income
statements and consolidated cash flow statements. No
adjustments shall be made to the opening balance of
the consolidated balance sheet and the comparative
consolidated financial statements amount. For those
subsidiaries acquired through business combination
under common control, the operating results and cash
flows from the beginning of the consolidation period
to the consolidation date are also presented in the
consolidated income statement and the consolidated cash
flow statements. The comparative amounts presented in
the consolidated financial statements are also adjusted
accordingly.

I
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The financial statements of the subsidiaries are adjusted
in accordance with the accounting policies and
accounting period of the Company in the preparation
of the consolidated financial statements, where the
accounting policies and the accounting periods are
inconsistent between the Company and the subsidiaries.
For acquisition of subsidiaries arising from merger of
entities not under same control, the financial statements
of the subsidiaries will be adjusted according to the fair
value of the identifiable net assets at the acquisition date.

All intra-company significant balances, transactions and
unrealised profit are eliminated in the consolidated
financial statements.

The shareholders’ equity and the portion of the profit
or loss for the period of the subsidiaries that are not
attributable to the Company are presented under
shareholders’ equity and net profit in the consolidated
financial statements as minority interests and net profit
of minority interest respectively. The portion of net
profit or loss of subsidiaries for the period attributable
to minority interest is presented in the consolidated
income statement under the “profit or loss of minority
interest”. When the amount of loss attributable to the
minority shareholders of a subsidiary exceeds the minority
shareholders’ portion of the opening balance of owners’
equity of the subsidiary, the excess amount shall be
allocated against minority interest.

For the loss of control over a subsidiary due to disposal
of a portion of the equity investment or other reasons,
the remaining equity is measured at fair value on the
date when the control is lost. The difference arising from
the sum of consideration received for disposal of equity
interest and the fair value of remaining equity interest
over the share of net assets of the former subsidiary
calculated continuously since the purchase date based
on the shareholding percentage before disposal are
recognised as investment income in the period when
the control is lost. Other comprehensive income related
to equity investment in the subsidiary is accounted for
on the same accounting method as direct disposal of
relevant asset or liability by the acquiree at the time when
the control is lost (i.e. to be transferred to investment
income, except for the changes arising from re-measuring
net assets or net liabilities of defined benefit plan of
the subsidiary using the equity method). The remaining
equity interests are measured subsequently according
to “Accounting Standard for Business Enterprises No.
2 - Long-term Equity Investments” or “Accounting
Standard for Business Enterprises No. 22 — Recognition
and Measurement of Financial Instruments”. See Note V.
12 "Long-term equity investments” or Note V.9 “Financial
instruments” for details.
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When the Company disposes of equity investment in a
subsidiary by a stage-up approach with several transactions
until the control over the subsidiary is lost, it shall
determine whether these several transactions related to
the disposal of equity investment in a subsidiary until the
control over the subsidiary is lost belong to “transactions
in a basket”. Usually, these several transactions related
to the disposal of equity investment in a subsidiary are
accounted for as transactions in a basket when the
terms, conditions and economic impacts of these several
transactions meet the following one or more conditions:
@ these transactions are entered into at the same time
or after considering their impacts on each other; @ these
transactions as a whole can reach complete business
results; @ the occurrence of a transaction depends on
at least the occurrence of another transaction; @ an
individual transaction is not deemed as economic, but
is deemed as economic when considered with other
transactions. If they are not transactions in a basket,
each of which are accounted for in accordance with
applicable rules in “partial disposal of long-term equity
investment of a subsidiary without losing control over
a subsidiary” (see Note V. 12 (2) @) separately, and
“the control over a subsidiary is lost due to partial
disposal of equity investment or other reasons” (see the
preceding paragraph). When several transactions related
to the disposal of equity investment in a subsidiary
until the control over the subsidiary is lost belong to
transactions in a basket, each of which is accounted for
as disposal of a subsidiary with a transaction until the
control over a subsidiary is lost; however, the different
between the amount of disposal prior to the loss of
control and the net assets of a subsidiary attributable
to the disposal investment shall be recognised as
other comprehensive income in consolidated financial
statements and transferred to profit or loss at the time
when the control is lost.

Standards for Recognising Cash and Cash Equivalents

Cash and cash equivalents of the Group include cash on hand,
deposits readily available for payment purpose and short-
term (normally fall due within three months from the date of
acquisition) and highly liquid investments held by the Group
which are readily convertible into known amounts of cash
and which are subject to insignificant risk of value change.

-
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8. Foreign Currency Operations and Translation of
Statements Denominated In Foreign Currency

(1) Basis for translation of foreign currency transactions

The foreign currency transactions of the Group, when
initially recognised, are translated into functional
currency at the prevailing spot exchange rate on the
date of exchange, i.e. the middle price of RMB exchange
rate published by the People’s Bank of China on that
date in general and the same hereinafter, while the
foreign currency exchange operations and transactions
in connection with foreign currency exchange shall be
translated into functional currency at the exchange rate
actually adopted.

(2) Basis for translation of foreign currency monetary items
and foreign currency non-monetary Items

On the balance sheet date, foreign currency monetary
items shall be translated at the spot exchange rate on
the balance sheet date. All differences are included
in the profit or loss in the period, except for: @ the
differences arising from foreign currency borrowings
related to the acquisition or construction of fixed assets
that are qualified for capitalisation will be accounted
for according to the principle of capitalisation; and @
exchange difference arising from change in balance of
carrying amount other than amortised cost of available
for sale foreign monetary items will be included in other
comprehensive income.

The foreign currency non-monetary items measured at
historical cost shall still be measured by the functional
currency translated at the spot exchange rate on the
date of the transaction. Foreign currency non-monetary
items measured at fair value are translated at the spot
exchange rate on the date of determination of the fair
value. The difference between the amounts of reporting
currency before and after the translation will be treated
as changes in fair value (including changes in foreign
exchange rates) and recognised in profit or loss for the
period or recognised as other comprehensive income.

9. Financial Instruments

Financial asset or financial liability will be recognised when the
Group became one of the parties under a financial instrument
contract. Financial assets and financial liabilities are initially
recognised at fair value, relevant transaction costs are included
in the amount initially recognised.
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(1)

(2)

Determination of fair values for financial assets and
financial liabilities

The fair value refers to the price that will be received when
selling an asset or the price to be paid to transfer a liability
in an orderly transaction between market participants on
the date of measurement. Financial instruments exist in
an active market. Fair value is determined based on the
quoted price in such market. An active market refers
to where pricing is easily and regularly obtained from
exchanges, brokers, industrial organisations and price
fixing service organisations, representing the actual price
of a market transaction that takes place in a fair deal.
While financial instruments do not exist in an active
market, the fair value is determined using valuation
techniques. Valuation technologies include reference to
be familiar with situation and prices reached in recent
market transactions entered into by both willing parties,
reference to present fair values of similar other financial
instruments, cash flow discounting method and option
pricing models.

Classification, recognition and measurement of financial
assets

Conventionally traded financial assets shall be recognised
and derecognised at the trading date. Financial assets
shall be classified into loans and accounts receivable,
available-for-sale financial assets and others for initial
recognition.

@  Loans and receivables

They are non-derivative financial assets with fixed
or determinable payments that are not quoted in
an active market. Financial assets, including bills
receivable, accounts receivable and other receivables
are classified as loans and receivables by the Group.

Loans and receivables are measured subsequently
at the amortised cost by using the effective interest
rate method. Gains or losses incurred at the time
of derecognition, impairment or amortisation are
charged to profit or loss in the current period.

@  Available-for-sale financial assets

Non-derivative financial assets designated as
available-for-sale at initial recognition and financial
assets not classified in other categories are classified
as available-for-sale financial assets by the Group.

Equity instruments not quoted in an active market
and the fair value of which cannot be measured
reliably, their fair values are subsequently measured
at cost. Closing cost of available-for-sale equity
instrument is its initial acquisition cost.
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(3)

Interests received from available-for-sale financial
assets held and the cash dividends declared by the
investee are recognised as investment income.

Impairment of financial assets

The carrying amounts of financial assets are reviewed at
each balance sheet date to determine whether there is
objective evidence of impairment. If any such evidence
exists, impairment loss is provided.

For a financial asset that is individually significant, the
Group assesses the asset individually for impairment. For
a financial asset that is not individually significant, the
Company assess the asset individually for impairment
or include the asset in a group of financial assets with
similar credit risk characteristics and collectively assess
them for impairment. If it is determined that no objective
evidence of impairment exists for an individually assessed
financial asset, whether the financial asset is individually
significant or not, the financial asset is included in a group
of financial assets with similar credit risk characteristics
and collectively assessed for impairment. Financial assets
for which an impairment loss is individually recognised are
not included in the collective assessment for impairment.

@  Impairment of loans and receivables

The carrying amount of financial assets measured as
costs or amortised costs are subsequently reduced
to the present value discounted from its projected
future cash flow. The reduced amount is recognised
as impairment loss and recorded as profit or loss for
the period. After recognition of the impairment loss
from financial assets, if there is objective evidence
showing recovery in value of such financial assets
impaired and which is related to any event occurring
after such recognition, the impairment loss originally
recognised shall be reversed to the extent that the
carrying value of the financial assets upon reversal
will not exceed the amortised cost as at the reversal
date assuming there is no provision for impairment.

@ Impairment of available-for-sale financial assets

When an equity investment that is not quoted in
an active market and the fair value of which cannot
be measured reliably, the impairment loss will not
be reversed.
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(4)

(5)

Recognition and measurement of transfers of financial
asset

Financial asset that satisfied any of the following criteria
shall be derecognised: @ the contract right to receive
the cash flows of the financial asset has terminated; @
the financial asset, along with substantially all the risk
and return arising from the ownership of the financial
asset, has been transferred to the transferee; and @ the
financial asset has been transferred to the transferee, and
the transferor has given up the control on such financial
asset, though it does not assign maintain substantially
all the risk and return arising from the ownership of the
financial asset.

When the entity does not either assign or maintain
substantially all the risk and return arising from the
ownership of the financial asset and does not give up
the control on such financial asset, to the extent of its
continuous involvement in the financial asset, the entity
recognises such financial asset and the relevant liability
accordingly. The extent of the continuous involvement
is the extent to which the entity exposes to changes in
the value of such financial assets.

If all criteria of recognition of transfer of financial assets
are satisfied, the difference between the carrying amounts
of the financial assets transferred and the consideration
received from the transfer shall be recognised in the
profit or loss of the period.

For financial assets that are sold or transferred with
recourse or endorsement, the Group need to determine
whether the risk and rewards of ownership of the financial
asset have been substantially transferred. If the risk and
rewards of ownership of the financial asset have been
substantially transferred, the financial assets shall be
derecognised. If the risk and rewards of ownership of the
financial asset have been retained, the financial assets
shall not be derecognised. If the Group neither transfers
nor retains substantially all the risks and rewards of
ownership of the financial asset, the Group shall assess
whether the control over the financial asset is retained,
and the financial assets shall be accounting for according
to the above paragraphs.

Classification and measurement of financial liabilities

Financial liabilities are classified at initial recognition:
financial liabilities recognised at fair value with changes
carried through profit or loss and other financial liabilities.
The Group’s financial liabilities are all other financial
liabilities.

-
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For initial recognition financial liabilities measured at
fair value, relevant transaction costs are included in
the amount initially recognised. The Group adopted
the effective interest method to carry out subsequent
measurement for other financial liabilities at amortized
cost, and relevant gain or loss arising from derecognition
or amortization are included in current profit or loss.

10. Accounts receivable

Accounts receivable includes accounts receivable and other
receivables etc.

(1)

(2)

Basis for recognition and measurement of bad debt
provision

The Group carries out an overall inspection on the carrying
amount of accounts receivable on the balance sheet
date. Where there arises any of the following objective
evidences indicating that accounts receivable have been
impaired, an impairment provision will be made: @ a
serious financial difficulty occurs to the debtor; @ the
debtor breaches any of the contractual stipulations (such
as he fails to pay or delays the payment of interests or
the principal); @ the debtor will probably go bankrupt
or carry out other financial reorganisations; @ other
objective evidences show that the accounts receivable
are impaired.

Method for making bad debt provision

@  Recognition standard and method for making bad
debt provision individually for individually significant
accounts receivable

Account receivables which meet the following
criteria are recognized as individually significant
receivables by the Group;

Type of trade receivable (trade receivables): criteria:
RMB7,000,000 for single accounts receivable;

Type of other receivable (other receivables): criteria:
RMB3,500,000 for single accounts receivable;

Type of personal accounts receivable (other
receivables): criteria: RMB100,000 for single
accounts receivable.
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The bad debt provision made for individually
significant accounts receivable adopted both on
individual basis and on collective combination basis.
First by individual impairment test, if the present
value of estimated future cash flows (exclusive of
future credit losses that have not been incurred)
discounted at the original effective interest rate is
less than its carrying value, the difference should
be recognized as impairment loss and should make
provision. If the impairment not being incurred
after the individual test, should the credit risk
characteristics are consistent with other receivables,
the accounts receivable should combine with other
receivables to provide bad debt provision by credit
risk characteristic combination. If the impairment
not being incurred after the individual test, should
the credit risk characteristics are not consistent with
other receivables, then no additional impairment
test will be carried out.

Determination and method for making bad debt
provision for accounts receivable by credit risk
portfolio

A. Basis for determining the credit risk portfolio

The Group classifies its individually insignificant
accounts receivable and individually significant
but not impaired accounts receivable in
accordance with their credit risk characteristics
and relevance of financial assets. These credit
risks usually reflect the ability of debtor in
repaying all debts due based on the contracted
terms of relevant assets, and are related to the
forecast on future cash flows of asset under
assessment.

Portfolios are determined according to the
following basis:

Item Basis for determining the portfolio

Receivables from  According to the nature of debtors and
third parties receivables from third parties

Receivables from  According to the nature of debtors and
related parties receivables from related parties

B
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Method for making bad debt provision
according to credit risk characteristics

When an impairment test is performed by
means of a group, bad debt provision will
be assessed and ascertained according to the
structure of the group of accounts receivable
and similar credit risk characteristics (debtors’
ability to settle outstanding amounts based
on contracted terms), taking into account
historical experience of losses, prevailing
economic condition and losses that are
expected to incur in the group of accounts
receivable.

Method for making bad debt provision for
different portfolio:

Item Provision method

Receivables from
third parties

Ageing analysis

Receivables from  Individual assessment

related parties

a. Use of ageing analysis for making bad
debt provision in the portfolio:

BEFHRAE -

W R R B Hitb R Bl
Percentage of Percentage of
provision for provision for
accounts receivable other receivables
iR Aging (%) (%)
TERA(E1F - TR) Within 1 year (including 1 year) 5 5
1-28 1-2 years (including 2 years) 30 50
2-3F 2-3 years (including 3 years) 60 100
3EL Over 3 years 95 100
b. #H&eEYF  HAEMS b. Explanation on use of other methods
SEETIRERR EE AR for making bad debt provision in the

RIT AT A portfolio

& Uit B8 Bk 75 7Kk 1R A
& HIRYEB AR
B MR IR B 1T
REAR  mEEE
EBERAEBLETR
BR - REBEERKR
EREFREERNER
EEENZR  ER
BERERX TR
ERER - NERE
EBERAEZLRE
B BINEHREARE
e

In group of receivables from related
parties, individual impairment test will
be conducted to accounts receivable of
related parties at the end of the year.
Should objective evidence shows that it
incurred impairment, according to the
difference between the present value
of future estimated cash flow and the
book value, assets impairment should be
recognized. Should no objective evidence
show that it has impairment, no bad debt
provision should be made.
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11.
(1)

(2)

®  Accounts receivable individually insignificant but
provided for bad debt separately

Individual impairment test will be conducted to
insignificant single receivables if there is any objective
evidence which shows that such receivables incur
impairment or there is any change in their credit
risk characteristics which makes them different
from those of other receivables in the same group.
Provision for bad debts will be made according to
the difference between the present value of future
cash flow and the book value.

Reversal of provision for bad debts

If there are evidences indicating that the value of the
account receivable is recovered and that recovery is
connected to the event subsequent to the recognition of
the loss, the impairment loss previously recognised will be
reversed and recorded into profit or loss for the period.
However, the carrying amount so reversed shall not exceed
the amortised cost of the account receivable on the date
of reversal on the assumption that no impairment loss
has been made.

Should the Company transfer of receivables to financial
institutions without recourses, the difference between
the trade amount excluding written off the book value
of accounts receivable and relevant taxes is recognized
in the current profit or loss.

Inventories

Classification

Inventories include raw material, work in process, semi-
finished goods, finished goods and reusable materials.

Reusable materials include low-value consumables,
packaging materials and other materials, which can be
used repeatedly but do not meet the definition of fixed
assets.

Pricing of inventories received and dispatched

Inventories are measured at their actual cost when
obtained. Cost of an inventory consists of purchase
costs, processing costs and other costs. When used and
dispatched, inventories will be calculated with weighted
average method.

I
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12.

(3) Recognition of net realisable value of inventory and
provision for inventory impairment

Net realisable value refers to the amount of the estimated
price of inventories less the estimated cost incurred upon
completion, estimated sales expenses and taxes and levies
in daily operation. The realisable value of inventories
shall be determined on the basis of definite evidence,
purpose of holding the inventories and effect of after-
balance-sheet-date events.

At the balance sheet date, inventories are calculated
at the lower of cost and net realisable value. Usually,
provision for inventory impairment is made when the
net realisable value is lower than the cost. Provisions
for impairment of inventory shall be made according to
the amount by which the cost of a single item exceeds
its net realisable value.

After making the provision for inventory impairment,
in case the factors causing inventory impairment no
longer exists, and the net realisable value of an inventory
is higher than its book-value, the original provision
for inventory impairment shall be transferred back and
incorporated into the profit or loss for the current period.

(4) The Group maintains a perpetual inventory system for
raw material and finished goods and a periodic inventory
system for semi-finished goods.

(5) The amortisation method of low-value consumables and
packaging materials

Low-value consumables and packaging materials are
amortized in full when received for use.

Long-term Equity Investments

Long-term equity investments under this section refer to
long-term equity investments in which the Company and its
subsidiaries have control, joint control or significant influence
over the investee. Long-term equity investment without control
or joint control or significant influence of the Company and its
subsidiaries is accounted for as available-for-sale financial assets
or financial assets measured at fair value with any change in
fair value charged to profit or loss. Details on its accounting
policy please refer to Note V. 9 “Financial instruments”.

Joint control is the contractually agreed sharing of control
over an arrangement of the Company and its subsidiaries,
which relevant activities of such arrangement must be decided
by unanimously agreement from parties who share control.
Significant influence is the power of the Company and its
subsidiaries to participate in the financial and operating policy
decisions of an investee, but to fail to control or joint control
the formulation of such policies together with other parties.

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

s I




(1). HERLXEHEE

HRA—ZH THERSHFRENE
HIRERE  EEHRARBEAHT
PR R AR 5 & T S HR R
TREmEENDEESRMRER
BN REMA - REIBHERED
MIRER AR NRE - BRI
ReBENRREBKEEERY
FHZRH  AREARE  EAXARTE
NRMBE - AEEFKE - AR
BEUEBFERAMHEN A6
B R BRI A OF 77 IR #E 28 1 B AR5 15
TEMHMBRERTOREEENDRE
ERRHABERENTHIRERA -
RRBITRONEELBRELSERE
REIBERENRIRER AR ETT
B HEAECHNEZR  HEEN
RNE BARRERNEHREN - #AEBE
TFiss o

HRRIER—ZH TR ES HEUSH
REIBERE  ERERRRA K
RERRBABRBRENTHREREK
K AHKABREEBETNHO
BE  BEIORENRE  BITHE
SERFNRIAEBEIMN - AT
BETRERAHBENET AR
R% - B ASFTNERAREM
HEEEER  NELRFTAZHE

S o

Bl

BREXRAHEANRIIBEREIIN
Ht R #E®RE - RRANEIT A
B ZRAGREHRERENSAA
TR - REBRARRRFARE
BRXNOREBEER - BITOER
HREFNAAEE REARNKH
EOENEE FEBUEEERIBRR
FTPBREEENAABEIRKEE
B ZEARPBEREBSNAAE
BEHARE HERSRARERE
EREENER HeEhHEMBEX
HB st ARERA

(1)

Determination of investment cost

For a long-term equity investment acquired through a
business combination involving enterprises under common
control, the initial investment cost of the long-term
equity investment shall be the absorbing party’s share
of the carrying amount of the owner’s equity under
the consolidated financial statements of the ultimate
controlling party on the date of combination. The
difference between the initial cost of the long-term equity
investment and the cash paid, non-cash assets transferred
as well as the book value of the debts borne by the
absorbing party shall offset against the capital reserve.
If the capital reserve is insufficient to offset, the retained
earnings shall be adjusted. If the consideration of the
merger is satisfied by issue of equity securities, the initial
investment cost of the long-term equity investment shall
be the absorbing party’s share of the carrying amount
of the owner’s equity under the consolidated financial
statements of the ultimate controlling party on the date
of combination. With the total face value of the shares
issued as share capital, the difference between the initial
cost of the long-term equity investment and total face
value of the shares issued shall be used to offset against
the capital reserve. If the capital reserve is insufficient
to offset, the retained earnings shall be adjusted.

For a long-term equity investment acquired through a
business combination involving enterprises not under
common control, the initial investment cost of the long-
term equity investment shall be the cost of combination
on the date of acquisition. Cost of combination includes
the aggregate fair value of assets paid by the acquirer,
liabilities incurred or borne and equity securities issued.
Agent fees incurred by the absorbing party or acquirer for
the acquisition such as audit, legal service, and valuation
and consultation fees, and other related administration
expenses are charged to profit or loss in the current
period at the time such expenses incurred.

The long-term equity investment acquired through means
other than a business combination shall be initially
measured at its cost. Such cost is depended upon the
acquired means of long-term equity investments, which
is recognised based on the purchase cost actually paid by
the Company in cash, the fair value of equity securities
issued by the Company, the agreed value of investment
contract or agreement, the fair value or original carrying
amounts of the non-monetary asset exchange transaction
which the asset will be transferred out of the Company,
and the fair value of long-term equity investment itself.
The costs, taxes and other necessary expenses that are
directly attributable to the acquisition of the long-term
equity investments are also included in the investment
cost.

.
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(2)

Subsequent measurement and method for profit or loss
recognition

Long-term equity investments with joint control (excluding
those constitute joint ventures) or significant influence
on the investee are accounted for using equity method.
In addition, long-term equity investments with control
on the investee are accounted for using cost method and
record in the Company’s financial statements.

@  Long-term equity investments accounted for using
the cost method

Under the cost method, a long-term equity
investment is measured at its initial investment cost.
The cost for long-term equity investment is adjusted
in the event of additional investment or investment
recovery. Except receiving the actual consideration
paid for the investment or the declared but not
yet distributed cash dividends or profits which is
included in the consideration, investment gains for
the period is recognised as the cash dividends or
profits declared by the investee.

@ Long-term equity investments accounted for using
the equity method

Under the equity method, where the initial
investment cost of a long-term equity investment
exceeds the investor’s interest in the fair value of the
investee's identifiable net assets at the acquisition
date, no adjustment shall be made to the initial
investment cost. Where the initial investment cost
is less than the investor’s interest in the fair value
of the investee’s identifiable net assets at the
acquisition date, the difference shall be charged
to profit or loss for the current period, and the
cost of the long term equity investment shall be
adjusted accordingly.
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Under the equity method, investment gain and other
comprehensive income shall be recognised based on
the Company’s share of the net profits or losses and
other comprehensive income made by the investee,
respectively. Meanwhile, the carrying amount of
long-term equity investment shall be adjusted. The
carrying amount of long-term equity investment
shall be reduced based on the Company’s share of
profit or cash dividend distributed by the investee. In
respect of the other movement of net profit or loss,
other comprehensive income and profit distribution
of investee, the carrying value of long-term equity
investment shall be adjusted and included in the
capital reserves. The Company shall recognise its
share of the investee’s net profits or losses based on
the fair values of the investee’s individual separately
identifiable assets at the time of acquisition, after
making appropriate adjustments thereto. In the
event of inconformity between the accounting
policies and accounting periods of the investee
and the Company, the financial statements of the
investee shall be adjusted in conformity with the
accounting policies and accounting periods of the
Company. Investment gain and other comprehensive
income shall be recognised accordingly. In respect
of the transactions between the Company and its
associates and joint ventures in which the assets
disposed of or sold are not classified as operation,
the share of unrealised gain or loss arising from
internal transactions shall be eliminated by the
portion attributable to the Company. Investment
gain shall be recognised accordingly. However, any
unrealised loss arising from internal transactions
between the Company and an investee is not
eliminated to the extent that the loss is impairment
loss of the transferred assets.

The Company’s share of net losses of the investee
shall be recognised to the extent that the carrying
amount of the long-term equity investment together
with any long-term interests that in substance form
part of the investor’s net investment in the investee
are reduced to zero. If the Company has to assume
additional obligations, the estimated obligation
assumed shall be provided for and charged to the
profit or loss as investment loss for the period.
Where the investee is making profits in subsequent
periods, the Company shall resume recognizing its
share of profits after setting off against the share
of unrecognised losses.

-

MBEEERARKROERLE 2016 FHHE




Wi b S e

EREaHMBERRE BB
BB e R AR ER
B R IR AT IR R L DI ET B R
FEAEFARBBEA(KA B
BRI FETENFEENR
ZEMERE  ABREARTE
BARRETEHRREH  HEHR
ezt -

RERPRERE
EaEMBmRET  BRAHE
PRAZEHENBERT 2D E
EHTRARNKREBRERE
REEFREERBRERE
HMEEZETRARIFEENE
Bt ARRER 82D
REHTRANKAKRERE
EHRBEHFRAEED
BAMER 6 2 [AHHE
R AR B0 T3 OK | P Bt B9 4B R
SRR ©

HBH TORMEERER
B YURREEMNERE EE@E
BEEAEERGERNEZE
FFAE RIS -

KRS ARENRBBER
B RERNNBRREDRA
B ZZEN ERERFBR
FRABREDRME MRS K
B o0 12 48 FE B L IR B 3R R
BENERRERBEESRE
BERRMERETEEE -
HAERE TR FRR - HM4R
& Yz A A 0 BLIA SN B E At
FMEERGESMERNAE
Ern HUOEEAEHE

NV
S o

I

Acquisition of non-controlling interest

Upon the preparation of the consolidated financial
statements, capital reserve is adjusted based on the
difference between the additional long term equity
investment from acquisition of non-controlling
interest and the share of net assets of the subsidiary
attributable to the additional shareholding from
the date of acquisition (or date of combination).
In the case of insufficient capital reserve to offset
impairment, retained earnings shall be adjusted.

Disposal of long-term equity investments

In these consolidated financial statements, for
disposal of a portion of the long-term equity
investments in a subsidiary without loss of control,
the difference between disposal cost and disposal
of long-term equity investments relative to the net
assets of the subsidiary is charged to the owners’
equity. If disposal of a portion of the long-term
equity investments in a subsidiary by the parent
company results in a loss in control, it shall be
accounted for in accordance with the relevant
accounting policies as described in Note V. 5. (2)
“Preparation Method of the Consolidated Financial
Statements”.

On disposal of a long-term equity investment
otherwise, the difference between the carrying
amount of the investment and the actual
consideration paid is recognised through profit or
loss in the current period.

In respect of long-term equity investment accounted
for using equity method with the remaining equity
interest after disposal also accounted for using
equity method, other comprehensive income
previously under owners’ equity shall be accounted
for in accordance with the same accounting method
for direct disposal of relevant asset or liability by
investee on pro rata basis at the time of disposal.
The owners’ equity recognised for the movement of
other owners’ equity (excluding net profit or loss,
other comprehensive income and profit distribution
of investee) shall be transferred to profit or loss for
the current period on pro rata basis.
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In respect of long-term equity investment accounted
for using cost method with the remaining equity
interest after disposal also accounted for using cost
method, other comprehensive income recognised
using equity method or the recognition and
measurement standard of financial instruments
before obtaining control over the investee shall
be accounted for in accordance with the same
accounting method for direct disposal of relevant
asset or liability by investee, and transferred to
profit or loss for the current period on pro rata
basis. Movement of other owners’ equity (excluding
net profit or loss, other comprehensive income
and profit distribution under net asset of investee
accounted for and recognised using equity method)
shall be transferred to profit or loss for the current
period on pro rata basis.

Investment Properties

Investment property refers to real estate held to earn rentals
or for capital appreciation, or both. The Company’s investment
properties are leased buildings.

Investment property is initially measured at cost. Subsequent
expenditures related to an investment property shall be included
in cost of investment property only when the economic benefits
associated with the asset will likely flow to the Company and
its cost can be measured reliably. All other expenditures on
investment property shall be included in profit or loss for the
current period when incurred.

The Company adopts cost method for subsequent measurement
of investment property, which is depreciated using the same
policy as that for buildings. See Note V. 14 “Fixed assets” for
detailed depreciation method.

The method for impaired test of investment property and
measurement of impairment provision are detailed in Note
V. 18 “Impairment of long-term assets”.

In the event that an investment property is converted to an
owner-occupied property, such property shall become fixed
assets or intangible assets since the date of its conversion. In
the event that an owneroccupied property is converted to real
estate held to earn rentals or for capital appreciation, such
fixed assets or intangible assets shall become an investment
property since the date of its conversion. Upon the conversion,
the property shall be stated at the carrying amount prior to
the conversion.

If an investment property is disposed of or if it withdraws
permanently from use and no economic benefit will be obtained
from the disposal, the recognition of it as an investment
property shall be terminated. When an investment property is
sold, transferred, retired or damaged, the amount of proceeds
on disposal of the property net of the carrying amount and
related tax and surcharges is recognised in profit or loss for
the current period.

-
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14. Fixed Assets

(1)

(2)

Conditions for recognition of fixed assets

Fixed assets are tangible assets that are held for use in
the production or supply of goods or services, for rental
to others, or for administrative purposes; and have a
useful life of more than one accounting year. Fixed
assets are recognised only if the Company is very likely
to receive economic benefits from the asset and its cost
can be measured reliably. A fixed asset shall be initially
measured at cost and the effect of any expected costs
of abandoning the asset at the end of its use.

Depreciation method

A fixed asset is depreciated over its useful life using the
straight-line method since the month subsequent to the
one in which it is ready for intended use. The useful life,
estimated net residual value rate and annual depreciation
rate of each category of fixed assets are as follows:

HEER(E) RBEX(%) FHREX(%)

Useful life of Estimated Annual

Depreciation depreciation residual  depreciation

Al Category WERE method (Year) value rate
BEE KZEY) Buildings and structures  FRF97%  straight-line method 40 5 2.38
HEEEE  Machinery equipment FRFEE  straight-line method 5-20 5 4.75-19.00
ET&MHE  Electronic equipment FRFEE  straight-line method 5-14 5 6.79-19.00
BERE Transportation equipment R F%  straight-line method 5-14 5 6.79-19.00
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(3)

(4)

Estimated net residual value of a fixed asset is the
estimated amount that the Company would currently
obtain from disposal of the asset, after deducting the
estimated costs of disposal, if the asset were already of
the stage and in the condition expected at the end of
its useful life.

Methods of impairment test and provision of fixed assets

The method for impaired test of fixed assets and
measurement of impairment provision are detailed in
Note V. 18 “Impairment of long-term assets”.

Recognition and accounting method of fixed assets
acquired under finance leases

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of asset ownership to the lessee and titles to
the assets may or may not eventually be transferred. For
fixed assets acquired under finance leases, the basis for
provision of leased assets depreciation is the same as that
of self-owned fixed assets. When it can be reasonably
determined that the ownership of a leased asset will be
transferred at the end of the lease term, it is depreciated
over the period of expected use; otherwise, the lease
asset is depreciated over the shorter period of the lease
term and the period of expected use.
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15.

16.

(5) Explanation on other matters

Subsequent expenditures incurred for a fixed asset shall
be included in the cost of the fixed asset, only if it is
probable that economic benefits associated with the asset
will flow to the Company and the relevant cost can be
measured reliably; meanwhile the carrying amount of the
replaced part shall be derecognised. Other subsequent
expenditures shall be charged to profit or loss when
incurred.

Fixed assets are derecognised when there is no economic
benefit arising from disposal or expected use or disposal
of fixed assets. When a fixed asset is sold, transferred,
retired or damaged, the Company shall recognise the
amount of any proceeds on disposal of the asset net of
the carrying amount and related taxes in profit or loss
for the current period.

The Group reviews the useful life and estimated net
residual value of a fixed asset and the depreciation
method applied at least at each financial year-end. A
change in the useful life or estimated net residual value
of a fixed asset or the depreciation method used shall
be accounted for as a change in accounting estimate.

Construction in Progress

Construction in progress is recognised based on the actual
construction cost, including all expenditures incurred for
construction projects, capitalised borrowing costs for the
construction in progress before it has reached the working
condition for its intended use, and other related expenses
during the construction period. A construction in progress is
reclassified to fixed assets when it has reached the working
condition for its intended use.

The method for impaired test of construction in progress and
measurement of impairment provision are detailed in Note
V. 18 “Impairment of long-term asset”.

Borrowing Costs

Borrowing costs include interest, amortisation of discounts or
premiums related to borrowings, ancillary costs incurred in
connection with the arrangement of borrowings, and exchange
differences arising from foreign currency borrowings. For
borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset, when
expenditures for the asset and borrowing costs are being
incurred, activities relating to the acquisition, construction or
production of the asset that are necessary to prepare the asset
for its intended use or sale have commenced, such borrowing
costs shall be capitalised as part of the cost of that asset;
and capitalisation shall discontinue when the qualifying asset
is ready for its intended use or sale. Other borrowing costs
shall be recognised as expense in the period in which they
are incurred.

-
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17.

Where funds are borrowed for a specific purpose, the amount
of interest to be capitalised shall be the actual interest
expense incurred on that borrowing for the period less any
bank interest earned from depositing the borrowed funds
before being used into banks or any investment income on
the temporary investment of those funds. Where funds are
borrowed for general purpose, the Company shall determine
the amount of interest to be capitalised on such borrowings
by applying a capitalisation rate to the weighted average of
the excess amounts of cumulative expenditures on the asset
over and above the amounts of specificpurpose borrowings.
The capitalisation rate shall be the weighted average of the
interest rates applicable to the general-purpose borrowings.

During the capitalisation period, exchange differences on a
specific purpose borrowing denominated in foreign currency
shall be capitalised. Exchange differences related to general-
purpose borrowings denominated in foreign currency shall be
included in profit or loss for the current period.

Qualifying assets are assets (fixed assets, investment property,
inventories, etc.) that necessarily take a substantial period of
time for acquisition, construction or production to get ready
for their intended use or sale.

Capitalisation of borrowing costs shall be suspended during
periods in which the acquisition, construction or production
of a qualifying asset is interrupted abnormally, when the
interruption is for a continuous period of more than three
months, until the acquisition, construction or production of
the qualifying asset is resumed.

Intangible assets
(1) Intangible assets

An intangible asset is an identifiable non-monetary asset
without physical substance owned or controlled by the
Company.

An intangible asset shall be initially measured at cost.
The expenditures incurred on an intangible asset shall
be recognised as cost of the intangible asset only if it
is probable that economic benefits associated with the
asset will flow to the Company and the cost of the asset
can be measured reliably. Other expenditures on an item
asset shall be charged to profit or loss when incurred.

Land use right acquired shall normally be recognised
as an intangible asset. Self-constructed buildings (e.g.
plants), related land use right and the buildings shall
be separately accounted for as an intangible asset and
fixed asset. For buildings and structures purchased, the
purchase consideration shall be allocated among the land
use right and the buildings on a reasonable basis. In case
there is difficulty in making a reasonable allocation, the
consideration shall be recognised in full as fixed assets.
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(2)

An intangible asset with a finite useful life shall be
stated at cost less estimated net residual value and any
accumulated impairment loss provision and amortised
using the straight-line method over its useful life when
the asset is available for use. Amortization period for
various types of intangible assets:

Amortization

Types period (year)
Land use rights 50
Various software 3-10
Others 5-10

An intangible asset is regarded as having an indefinite
useful life and is not amortised when there is no
foreseeable limit to the period over which the asset is
expected to generate economic benefits for the Group.
As at the balance sheet date, the Group did not have
any intangible assets with indefinite useful lives.

Research and development expenditure

Research and development expenditure of the Company
was divided into expenses incurred during the research
phase and expenses incurred during the development
phase.

Expensesincurred during the research phase are recognised
as profit or loss in the current period.

Expenses incurred during the development phase that
satisfy the following conditions are recognised as
intangible assets, while those that do not satisfy the
following conditions are accounted for in the profit or
loss for the current period:

@ it is technically feasible that the intangible asset
can be used or sold upon completion;

@  there is intention to complete the intangible asset
for use or sale;

® theintangible asset can produce economic benefits,
including there is evidence that the products
produced using the intangible asset has a market
or the intangible asset itself has a market; and if the
intangible asset is for internal use, there is evidence
that there exists usage for the intangible asset;

@  there is sufficient support in terms of technology,
financial resources and other resources in order to
complete the development of the intangible asset,
and there is capability to use or sell the intangible
asset;
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18.

®  the expenses attributable to the development phase
of the intangible asset can be measured reliably.

If the expenses incurred during the research phase and the
development phase cannot be distinguished separately,
all development expenses incurred are accounted for in
the profit or loss for the current period.

(3) Methods of impairment test and provision of intangible
assets

The method for impaired test of intangible assets and
measurement of impairment provision are detailed in
Note V. 18 “Impairment of long-term assets”.

Impairment of Long-term Asset

The Company will judge if there is any indication of impairment
as at the balance sheet date in respect of noncurrent non-
financial assets such as fixed assets, construction in progress,
intangible assets with a finite useful life, investment properties
measured at cost, and long-term equity investments in
subsidiaries, joint controlled entities and associates. If there
is any evidence indicating that an asset may be impaired,
recoverable amount shall be estimated for impairment test.
Goodwill will be tested for impairment annually, regardless of
whether there is any indication of impairment.

If the impairment test result shows that the recoverable
amount of an asset is less than its carrying amount, the
impairment provision will be made according to the difference
and recognised as an impairment loss. The recoverable amount
of an asset is the higher of its fair value less costs of disposal
and the present value of the future cash flows expected to be
derived from the asset. An asset’s fair value is the price in a
sale agreement in an arm’s length transaction. If there is no
sale agreement but the asset is traded in an active market,
fair value shall be determined based on the bid price. If there
is neither sale agreement nor active market for an asset, fair
value shall be based on the best available information. Costs
of disposal are expenses attributable to disposal of the asset,
including legal fee, relevant tax and surcharges, transportation
fee and direct expenses incurred to prepare the asset for its
intended sale. The present value of the future cash flows
expected to be derived from the asset over the course of
continued use and final disposal is determined as the amount
discounted using an appropriately selected discount rate.
Provisions for assets impairment shall be made and recognised
for the individual asset. If it is not possible to estimate the
recoverable amount of the individual asset, the Company shall
determine the recoverable amount of the asset group to which
the asset belongs. The asset group is the smallest group of
assets capable of generating cash flows independently.
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20.

For the purpose of impairment testing, the carrying amount of
goodwill presented separately in the financial statements shall
be allocated to the asset groups or group of assets benefiting
from synergy of business combination. If the recoverable
amount is less than the carrying amount, the Company shall
recognise an impairment loss. The amount of impairment loss
shall first reduce the carrying amount of any goodwill allocated
to the asset group or set of asset groups, and then reduce the
carrying amount of other assets (other than goodwill) within
the asset group or set of asset groups, pro rata on the basis
of the carrying amount of each asset.

An impairment loss recognised on the aforesaid assets shall
not be reversed in a subsequent period in respect of the
restorable value.

Long-term Prepaid Expenses

Long-term prepaid expenses are expenditures and other
expenses which have incurred but that shall be amortised
over the current period and subsequent periods of more
than one year. Long-term prepaid expenses of the Company
mainly include expenses on improvement of fixed assets and
woodland rent. Long-term prepaid expenses are amortised over
the estimated benefit period using the straight-line method.

Employee Benefits
(1) Accounting method of short-term remuneration

Short-term remuneration mainly includes salaries, bonuses,
allowance and subsides, staff welfare, medical insurance
premium, maternity insurance premium, work-related
injury insurance premium, housing provident funds, union
operation costs and employee education costs and non-
monetary welfare etc. Short-term remuneration incurred
during the accounting period in which the Company’s
staff provided services for the Company is recognised
as liability, and included in profit or loss for the current
period or related asset costs. Of which, non-monetary
welfare is measured at fair value.

(2) Accounting method of post-employment benefits

Post-employment benefits mainly include defined
contribution plan. Defined contribution plan mainly
includes pension insurance premium and unemployment
insurance premium. Relevant contribution amount is
included in related asset costs or profit or loss for the
current period during the period in which the expenses
incurred.

-
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(3) Accounting method of termination benefits

When the Company terminates the employment relationship
with employees before the end of the employment
contracts or provides compensation as an offer to
encourage employees to accept voluntary redundancy,
the Company shall recognise employee compensation
liabilities arising from termination benefits and included in
profit or loss for the current period, when the Company
cannot revoke unilaterally termination benefits due to the
cancellation of labour relationship plans and employee
redundant proposals; and the Company recognise cost
and expenses related to payment of termination benefits
and restructuring, whichever is earlier. However, if the
termination benefits are not expected to be fully paid
within 12 months from the reporting period, it shall be
accounted for other long-term staff remuneration.

The early retirement plan shall be accounted for in
accordance with the same accounting principles for above
termination benefits. The salaries or wages and the social
contributions to be paid for the employees who retire
before schedule from the date on which the employees
stop rendering services to the scheduled retirement date,
shall be recognised (as termination benefits) in the current
profit or loss by the Company if the recognition principles
for provisions are satisfied.

(4) Accounting method of other long-term staff benefits

For the other long-term employee compensation meeting
criteria of defined provision plan, relative defined plan
accounting policies will be adopted; otherwise policies
of defined benefit plan will be adopted.

Provisions

Obligations pertinent to the contingencies which satisfy the
following conditions are recognised as provisions: (1) The
obligation is a current obligation borne by the Company; (2) it
is likely that an outflow of economic benefits will be resulted
from the performance of the obligation; and (3) the amount
of the obligation can be reliably measured.

At the balance sheet date, provisions shall be measured at
the best estimate of the necessary expenses required for the
performance of existing obligations, after taking into account
relevant risks, uncertainties, time value of money and other
factors pertinent to the contingencies.

If all or some expenses incurred for settlement of provisions
are expected to be borne by the third party, the compensation
amount shall, on a recoverable basis, be recognised as asset
separately, and compensation amount recognised shall not be
more than the carrying amount of provisions.
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22. Revenue

(1)

(2)

3)

Revenue from sales of goods

Revenue is recognised when Chenming Paper has
transferred to the buyer the significant risks and rewards
of ownership of the goods, retains neither continuing
managerial involvement to the degree usually associated
with ownership nor effective control over the goods
sold, will receive the economic benefits associated with
the transaction, and can reliably measure the relevant
amount of revenue and costs.

Revenue from the rendering of services

When the outcome of a transaction involving the
rendering of services can be reliably estimated, it shall,
on the balance sheet date, recognise the revenue from
the rendering of services employing the percentage-
of-completion method. The completion schedule of
transaction concerning the rendering of services shall
be ascertained according to the proportion of service
costs incurred to the estimated total costs.

The outcome of a transaction concerning the rendering of
services can be reliably estimated, which shall concurrently
satisfy: @ The relevant amount of revenue can be reliably
measured; @ it is probable that the economic benefits
will flow into the enterprise; @ the completion schedule
of the transaction can be reliably ascertained; and @
transaction costs incurred and to be incurred can be
reliably measured.

When the outcome of a transaction involving the rendering
of services cannot be reliably estimated, it shall recognise
the revenue from the rendering of services based on the
cost of rendering services already incurred and expected
to be compensated, and the cost of rendering services
incurred shall be recognised as an expense for the current
period. If the cost of rendering services is expected not
to be compensated, it shall be recognised as an expense.

When a contract or agreement signed by the Company
and its subsidiaries includes sales of goods and rendering
of services, if sales of goods and rendering of services
can be differentiated and separately measured, they
will be recognised respectively. If sales of goods and
rendering of services cannot be differentiated or cannot
be separately measured, they will be recognised as sales
of goods in full.

Revenue from rendering of services

Revenue from rendering of services is recognised as
income on the accrual basis in accordance with the
underlying contracts or agreements.

R
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23.

24,

(4) Interest income

Interest income is calculated based on the time during
which the Company’s monetary fund, and the effective
interest rates.

Government Grants

Government grants are transfer of monetary assets or non-
monetary assets from the government to the Company at
no consideration, excluding capital considerations from the
government as an owner of the Company. Government grants
are classified into government grants related to assets and
government grants related to income.

If a government grant is in the form of a transfer of monetary
asset, the item shall be measured at the amount received or
receivable. If a government grant is in the form of a transfer
of non-monetary asset, the item shall be measured at fair
value. If fair value is not reliably determinable, the item shall
be measured at a nominal amount and recognised immediately
in profit or loss for the current period.

A government grant related to an asset shall be recognised as
deferred income, and evenly amortised to profit or loss over
the useful life of the asset. For a government grant related to
income, if the grant is a compensation for related expenses
or losses to be incurred in subsequent periods, the grant shall
be recognised as deferred income, and recognised in profit or
loss over the periods in which the related costs are recognised;
if the grant is a compensation for related expenses or losses
already incurred, the grant shall be recognised immediately
in profit or loss for the current period.

For the repayment of a government grant already recognised,
if there is any related deferred income, the repayment shall be
off set against the carrying amount of the deferred income,
and any excess shall be recognised in profit or loss for the
current period; if there is no related deferred income, the
repayment shall be recognised immediately in profit or loss
for the current period.

Deferred Income Tax Assets/Deferred Income Tax
Liabilities
(1) Current income tax

At the balance sheet date, current income tax liabilities
(or assets) for the current and prior periods shall be
measured at the amount expected to be paid (or recovered)
according to the requirements of tax laws. Taxable profits,
which are the basis for calculating the current income tax
expense, are determined after adjusting the accounting
profits before tax for the year in accordance with relevant
requirements of tax laws.
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Deferred income tax assets and deferred income tax
liabilities

Temporary differences arising from the difference between
the carrying amount of an asset or liability and its tax
base, and the difference between the tax base and the
carrying amount of those items that are not recognised
as assets or liabilities but have a tax base that can be
determined according to tax laws, shall be recognised
as deferred income tax assets and deferred income tax
liabilities using the balance sheet liability method.

Deferred income tax liabilities are not recognised for
taxable temporary differences related to: the initial
recognition of goodwill; and the initial recognition of
an asset or liability in a transaction which is neither a
business combination nor affects accounting profit or
taxable profit (or deductible loss) at the time of the
transaction. In addition, the Company recognises the
corresponding deferred income tax liability for taxable
temporary differences associated with investments
in subsidiaries, associates and joint ventures, except
when both of the following conditions are satisfied: the
Company is able to control the timing of the reversal
of the temporary difference; and it is probable that the
temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets are not recognised for
deductible temporary differences related to the initial
recognition of an asset or liability in a transaction which
is neither a business combination nor affects accounting
profit or taxable profit (or deductible loss) at the time of
the transaction. In addition, the Company recognises the
corresponding deferred income tax asset for deductible
temporary differences associated with investments in
subsidiaries, associates and joint ventures to the extent
that it is probable that taxable profits will be available
against which the deductible temporary differences can be
utilised, except when both of the following conditions are
satisfied: it is not probable that the temporary difference
will reverse in the foreseeable future; and it is not
probable that taxable profits will be available in the future,
against which the temporary difference can be utilised.

The Company recognises a deferred income tax asset for
the carry forward of deductible losses and tax credits to
subsequent periods, to the extent that it is probable that
future taxable profits will be available against which the
deductible losses and tax credits can be utilised.

At the balance sheet date, deferred income tax assets
and deferred income tax liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, according
to the requirements of tax laws.

R

MBEEERARKROERLE 2016 FHHE




(3).

25. HE
(1).

(2).

REERERA  HELMBSHEE
MEREEEETER - MRARERA
EEEXERS EANBMATATSEM N
BINELRBREEN MR - AIRAD
EXFBHREENKREEE - &RA
ERSEHNEATAMSEE - B
BERTAEM -

Frigii &

EHERBRE RMEHMELM
E

BERSEMESRANER AR
REGNRHMERBENE MRS
MAVELE TSRt AR AR A e sk
BREs - AREEEHELNELT
PIEHBARBENREEEI - £
EHIFERAELTSHE B e
AAAE BB -

AEBERAHANCHELHE
£y
geEEnexHEHERRANE
{E M % B AR AR B ER A X
EMBS IRERERFAEHIE
@ REMENERBERITAEH

?Ei\ 5 ©

Bk

AEBERLEANCHFELEHE
£y 4
KREHENHEHSWAEEEHRANS
EHEREREERSEYER - Y
THEBANNEERERRNELRT
REA AEREREHRANRRE
ERESWARRNER D HIFAE
HifEa  H SR WL ERE
RARBLERFAERNES - HAHES
RERELERFASHES -

(3)

At the balance sheet date, the Company shall review
the carrying amount of a deferred income tax asset. If
it is probable that sufficient taxable profits will not be
available in future periods to allow the benefit of the
deferred income tax asset to be utilised, the carrying
amount of the deferred income tax asset shall be reduced.
Any such reduction in amount shall be reversed when
it becomes probable that sufficient taxable profits will
be available.

Income tax expense

Income tax expense comprises current income tax expense
and deferred income tax expense.

Current income tax expense (current income tax income)
and deferred income tax expense (deferred income tax
income) are included in profit or loss for the current period,
except for: recognised as other comprehensive income
or current income tax and deferred income tax related
to transactions or events that are directly recognised in
other comprehensive income or owners’ equity, which
are recognised directly in owners’ equity, and deferred
income tax arising from a business combination, which
is adjusted against the carrying amount of goodwill.

25. Lease

(1)

(2)

Operating lease business with the Group recorded as
lessee

Lease payment for operating lease is recognised as related
asset cost or profits and losses for the current period
using the straight-line method over the lease term. The
initial direct cost is directly accounted in profit or loss
for the current period. Contingent rent is recognised as
profit or loss for the current period upon occurrence.

Operating lease business with the Group recorded as
lessor

Rental income is recognised in profit or loss for the
current period using the straight-line method over the
lease term. The initial direct cost where the amount is
larger is capitalised when incurred, and accounted for
as profit or loss for the current period on the same basis
as recognition of rental income over the entire lease
period; the initial direct cost where the amount is fewer
is included in the profit or loss for the period when
incurred. Contingent rental is accounted for as profit or
loss for the period in which it is incurred.
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27.

(3) Financing lease business with the Group recorded as
lessee

On the beginning date of the lease, the entry value
of leased asset shall be at the lower of the fair value
of the leased asset and the present value of minimum
lease payment at the beginning date of the lease.
Minimum lease payment shall be the entry value of
long-term accounts payable, with difference recognised
as unrecognised financing expenses. In addition, initial
direct costs attributable to leased items incurred during
the process of lease negotiation and signing of lease
agreement shall be included in the value of leased assets.
The balance of minimum lease payment after deducting
unrecognised financing expenses shall be accounted
for long-term liability and long-term liability due within
one year.

Unrecognised financing expenses shall be recognised as
financing expenses for the current period using effective
interest method during the leasing period. Contingent
rent shall be included in profit or loss for the current
period at the time it incurred.
Other Significant Accounting Policies And
Accounting Estimates

(1) Changes in significant accounting policies

There is no change in accounting policies in the reporting
period.

(2) Changes in significant accounting estimates

There is no change in accounting estimates during the
period.

Critical accounting judgments and estimates

The Group needs to make judgments, estimates and
assumptions as to the carrying amount of statement items
which cannot be accurately calculated during the application
of the Group’s accounting policies. Such judgments, estimates
and assumptions are made based on the historical experiences
of the Group’s management and taking into account other
relevant factors, which may affect the reported amount of
revenue, expenses, assets and liabilities and disclosure of
contingent liabilities at the balance sheet date. However, the
outcome from such estimate uncertainties may different from
the current estimation of the Group’s management, which may
cause critical adjustment to the carrying amount of assets or
liabilities which may be affected in the future.

The Group regularly reviews the aforesaid judgments, estimates
and assumptions on the basis of continued operation. A revision
to accounting estimates is recognised in the period in which
the estimate is revised if it only affects that period. A revision
is recognised in the period of the revision and future periods
if it affects both current and future periods.

.
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At the balance sheet date, the critical areas where the Group
needs to make judgments, estimates and assumptions as to
the items amount of financial statements are set out below:

(1)  Provision for bad debts

The Group adopts the allowance method to account for
bad debt loss under the accounting policies of accounts
receivable. Impairment of accounts receivable is based
on the recoverability of assessed accounts receivable.
Given the management’s judgment and estimate required
for impairment of accounts receivable, the difference
between the actual outcome and original estimate will
affect the carrying amount of accounts receivable and
provision and reversal of bad debts of accounts receivable
during the estimate revision period.

(2)  Provision for diminution in value of inventories

Under the accounting policies of inventories and by
measuring at the lower of cost and net realisable value,
the Group makes allowance for inventories which have
costs higher than net realisable value or become obsolete
and slow-moving. Write-down of inventories to their
net realisable values is based on the sale ability of the
evaluated inventory and their net realisable values. Given
the management’s judgments and estimates required for
inventory impairment on the basis of definite evidence,
purpose of holding the inventories and other factors,
the difference between the actual outcome and original
estimate will affect the carrying amount of inventories
and provision and reversal of bad debts of inventories
allowance during the estimate revision period.

(3) Impairment of available-for-sale financial assets

The Company depends on the judgment and assumption
to determine whether available-for-sale financial assets are
impaired and whether impairment loss shall be recognized
in income statement. When making a judgment and
assumption, the Company has to evaluate the degree
to which the fair value of the investment is lower than
its cost and the duration, financial condition of invested
company and short-term business perspective, including
industry situation, technological change, credit rating,
default rate and the risk of the counterparty.
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(5)

Provision for impairment of non-financial non-current
assets

At the balance sheet date, the Group makes its judgment
as to whether there is any evidence indicating potential
impairment of non-current assets other than financial
assets. Other non-current assets other than financial
assets shall be tested for impairment if there is any
evidence indicating that their carrying amount cannot
be recovered.

When the carrying amount of an asset or asset groups is
higher than the recoverable amount, being the higher of
its fair value less costs of disposal and the present value
of the future cash flows expected to be derived from the
asset, it indicates impairment.

The net amount of the fair value less costs of disposal
is determined by making reference to the price in a
sale agreement in an arm’s length transaction or the
observable market price less the incremental costs directly
attributable to such assets disposal.

In projecting the present value of the future cash flows,
critical judgments shall be made to the output, selling
price and relevant operating costs of such assets (or asset
groups) and the discount rate applied in calculating the
discount. In estimating the recoverable amount, the Group
may adopt all relevant materials including the projections
as to the output, selling price and relevant operating
costs based on reasonable and supportive assumptions.

The test shall be performed at least once a year as
to whether there is any impairment. This requires an
estimate for the present value of the future cash flows
of the asset groups or sets of asset groups to which
goodwill is allocated. In estimating the present value of
the future cash flows, the Company needs to estimate
the cash flows generated from the future asset groups
or sets of asset groups. Meanwhile, the present value of
future cash flows is determined using an appropriately
selected discount rate.

Depreciation and amortization

The Group shall provide depreciation and amortisation for
investment properties, fixed assets and intangible assets
over their useful lives and after taking into account of
their residual value, using straight-line method. The Group
shall regularly review the useful lives to determine the
amount depreciated and amortised to be accounted for
in each reporting period. The useful life is determined
by the Group according to its previous experience on the
similar assets and estimated technical innovation. If there
is any material change in the previously made estimate,
the depreciation and amortisation will be adjusted over
the future period.

I -

MBEEERARKROERLE 2016 FHHE




(6).

(7).

(8).

(9).

BT FHEE

FERB TR B 5 BTN B RE
HBEBRHNRER - AEEFHAE R
RHHREBREBERELEMESHEE
EREAEEEEEERKENHE
PR A 5 R 2R R 4 7% ) 3 A ) B i) A
TR BAMRBERE - URERE
HRNELEFASREENSHE -

P g

AEEELFNELEHT  BED
RHEZEORBRENGTEFE—
ERNTHEEN - BOHEBRGREAE
BAGI X BERKWEERBEOERLL -
IMREBLEBREEHN KL RBE A RA
RGN ERFEER  AIZER
% S H iR 4R R E B 0 & B P 1S B A
ELEMEHELTE -

R EBR 18P R i TR K E

AEBA R BRI MAETRAREF
ERAXHMEENSHEABREREBR
fRIFHETE - EEBREHFBRENR
R FHBEREBERERE  WERAR
MEORANBMMBEREMEAMBREE -
ERGERMBROERGERERT
BIRYAFAEFER BEEERE
RREEMTAERRE  BEERER
BERBRREENEEDHEFZELAEE
AERBRAN M RKENNE R
REEHREE -

bE =

REBREAOGR - RBENBRE
SRR HERGEREETHTYL
AHIEARE L - ERHAFTHELT
R—RERER  BEBETZFRESR
BRAI L S BEE N s8R AR E A
BRAT  AEBEYEEHLETH
B 35 Iy 3% 7155 P 76 S th O S (R (i 5 B
RATEFAE - Bt B ENRERMET
EERABELKEREEENH
o EETHEBETARETMG
ZEREFHEMBENRR - THEE
;REBEREESFHE -

(6)

(7)

(8)

(9)

Deferred income tax assets

It is probable that all unused tax loss will be recognised
as the deferred income tax assets to the extent there will
be sufficient taxable profits against which the deducible
loss is available. This requires the Group’s management
to apply numerous judgments to estimate the time and
amount generated from the future taxable profits so as
to determine the amount of deferred income tax assets
with reference to the tax planning strategy.

Income tax

There are some uncertainties in tax treatment and
calculation for some transactions of the Group during
its ordinary course of business. The approval from the tax
authority is required for pre-tax expending of some items.
Any difference between the final recognition outcome of
such tax matters and the initially estimated amount will
exert an effect on the current income tax and deferred
income tax during their final recognition period.

Internal retirement and pension benefits and supplementary
retirement benefits

The amount of expenses on internal retirement and
pension benefits and supplementary retirement benefits
of the Group is determined on the basis of various
assumptions, including the discount rate, the average
increase of medical expenses, the increase of allowance
on the internal retired staff and resigned staff, and other
factors. The difference between the actual results and
the assumptions is recognized immediately when incurred
and accounted for expenses of that year. Although the
management considers that reasonable assumptions have
been adopted, the actual circumstances and changes
in the assumptions would still have an impact on the
expenses on internal retirement and pension benefits
and supplementary retirement benefits and the balance
of liabilities.

Estimated liabilities

The Group makes estimation and provisions in respect
of product quality assurance based on the contractual
terms, current knowledge and past experience. When such
contingent issue has become a current obligation and it is
probable that an outflow of economic benefits from the
Group will be required to settle such current obligation,
the best estimated amount of the contingent issue will
be recognised by the Group according the expense
required for the settlement of the current obligation.
The recognition and measurement of the estimated
liabilities depends substantially on the judgement of the
management. When making the judgement, the Group
has to assess factors such as the relevant risks, uncertainty
and the time value of money of such contingent issue.

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

o I




AEEFLE - BERBERERM
AEPIRENERE M E ARG
B - B AEREEEASEOY
MEEEREE  BIHNEEER
AIREEERR RN EEBR - BR
EFOEFE MR - AR E
ARRFEHER -

The Group estimates liabilities for the after-sales quality
and maintenance commitment provided to the customers
for the sales, maintenance and modification of the
commodities sold. When making the estimation, the
current maintenance experience of the Group has been
taken into consideration. However, the current experience
may not be a reliable indicator of the future maintenance
needs. Any increase or decrease in this provision may
affect the profit and loss in the coming years.

AN BIE VI. TAXATION
1. EEBERBE 1. Major Types of Tax and Tax Rates
Bl RS BE
Types Tax basis Tax rates
EE EHWARI17% - 6%HOB R EHAR - WA E A FENNER 17% 6% * 5%
MBRHOZETHEET - THEBE WA %O R EFTHIEE -
(FREE)

Value added tax 17% or 6% for general output VAT. Value-added tax is computed on 17% 6% ~ 5%
the difference after deduction of input value-added tax. VAT levied

on real estate leasing business at a rate of 5%. (See note)

E EHE X 3%-5%
Business tax taxable revenue 3%-5%
SR T A R R ERAMERER 1%-7%
City construction tax actual payment of turnover tax 1%-7%
LEMBER FEMTLATIS MEFR TR

see tax rate in
the table below

Enterprise income tax income tax payable

YEENM ERAMERER 3%
Education fee surcharges actual payment of turnover tax 3%
7B BN M ERAMERER 2%
Local education surcharges  actual payment of turnover tax 2%
i BEBCHMEBE  BRBBLRBEREHEE Note:  In accordance with the Notice of the Ministry of Finance and

FEERNEEERRBOBM) (B H
[2016]365%%) EHEBMRE - AR ET
FBEMEXHHBMA - B2016F5A81H
B ABUYCEER - ARRALNTEE
MR2016F4A30HMES @ BEBBERES
SRR ARRTHEREEBKKA -
HRESHREANHEET  B2F AR
5% MR EISEBENTEE -

the State Administration of Taxation on Implementing the
Pilot Program of Replacing Business Tax with Value-Added
Tax in an All-round Manner ([2016] No. 36) and relevant
regulations, value-added tax has been levied on real estate
leasing business of our company since May 1st, 2016. The
real estate leased by the Company was obtained before April
30th, 2016, and applicable and simple taxation method was
adopted. Taxation method for real estate leasing business
of the Company is changed from business tax at a rate of
5% to value-added tax at a rate of 5%.

RITERBREATEBIIRAT - Income tax rates are as follows by taxpayers:

FSBB =

Income

WBEEEERE Taxpayers tax rate

LB R AR D B R A A Shenji Group Kunming Machine Tool Co., Ltd. 15%

RABHHEKAER AT ([ REABHT]) Kunming TOS Machine Tool Manufacturing 15%
Co., Ltd. (“Kunming TOS")

ALERRIKNEREERAF([ALEMR]) Xi'an Ser Turbo Machinery Co., Ltd (“Xi'an Ser”) 15%

ENERBIERERAR(TEALER]) Changsha Ser Turbine Machinery Co., Ltd 15%

(“Changsha Ser")
ERERBARBARAR(IE®EA] Kunming Kunji General Machine Co., Ltd. 25%

("General Machine”)
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2.

Preferential Tax Policies

(1)

(2)

Preferential tax policies of the Company

As at the approval date of the financial statements,
the Company has obtained the HNTE certificate no.
CR201553000161 and is entitled to the preferential tax
rate for HNTE from 2015 to 2017. Therefore, the Company
is subject to 15% corporate income tax rate for the six
months ended 30 June 2016 (for the six months ended
30 June 2015: 15%).

Preferential tax policies of the subsidiaries

According to the Notice Issues on Tax Policies for the
Implementation of the Strategy Further Exploration
and Development of the Western Region, Kunming
TOS qualifies as an enterprise engaging in encouraged
industries as listed in the Encouraged Industries Catalog in
the Western Region. The income from products of “High-
end CNC machine tools and key parts and components
manufacturing” obtained by Kunming TOS was subject
to 15% income tax rate for the six months ended 30
June 2016 after filling records to Kunming State Taxation
bureau (for the six months ended 30 June 2015: 15%).

The Company’s subsidiaries, Xi'an Ser was recognized
as HNTE on 11 November 2014 with a valid period of
three years. In accordance with China’s relevant laws and
regulations in the PRC, the Company is entitled to the
preferential tax rate for HNTE from 2014 to 2016. Xi'an
Ser is subject to 15% corporate income tax rate for this
period (for the six months ended 30 June 2015: 15%).

According to the Notice of publicity of Hunan Province the
second batch proposed recognised high-tech enterprises
list in 2014 issued by the office of Hunan Province High-
tech Enterprise Management Leading Group in 15 October
2014 Changsha Ser continued to be recognised as HNTE.
In accordance with China’s relevant laws and regulations
in the PRC, Changsha Ser is entitled to the preferential tax
rate for HNTE from 2014 to 2016. Therefore, Changsha
Ser is subject to 15% corporate income tax rate for the
six months ended 30 June 2016 (for the six months ended
30 June 2015: 15%).
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+ - BB REETE VIl. NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS
1- E¥ES 1. Cash at bank and on hand
By :p KE:ARE
Unit: RMB
HREREE B8
30 June 31 December
EHE Item 2016 2015
EFR% Cash on hand 170,003.92 178,106.10
BITEX Cash at banks 55,096,011.56 71,109,899.65
HhE®ES Other monetary funds 18,911,429.41 49,900,716.55
A Total 74,177,444.89 121,188,722.30
i M2016F6A30H & £ AR & Note:  As at 30 June 2016, security deposits of RMB18,911,429.41
18,911,429.417t(2015%12H318 : A (at 31st December 2015: RMB49,900,716.55) were secured
R #49,900,716.5570) IRFE £ F N H for the Group’s bank guarantees and bank acceptance notes.
EREBEREKRE S MIBITENEZRE
2 EWER 2. Bills receivable
(1). EWERSXE2 T~ (1) Classification of bills receivable
By - ME: ARK
Unit: RMB
HiREREE ERANBREE
30 June 31 December
EHE Type 2016 2015
RITERNEE Bank acceptance notes 20,367,524.17 34,038,762.12
HBEALEE Commercial acceptance notes 5,985,570.00 123,201,211.96
S Total 26,353,094.17 157,239,974.08
(2). KEIRAEE T EFm EWE (2) As at the end of the reporting period, the Group had no
& o pledged bills receivable.
(3). BiRAalEEEHTHAMEEE (3)  Bills receivable endorsed or discounted at the end of the
BEX AR AT ENER period and undue at the balance sheet date:
By - or ME:ARK
Unit: RMB
MR#&KLE BIRAR# L
Amount Amount not
derecognized derecognized
at the end of at the end of
b=l =| Type the period the period
WITENEE Bank acceptance notes 213,830,543.04 =
BEANEE Commercial acceptance notes - 5,170,570.00
&% Total 213,830,543.04 5,170,570.00

- BRI N L




(4). BiFKalFHZAKEA ASHE (4) As at the end of the period, bills receivable transferred

BRI AN E R to accounts receivable due to non-compliance of any bill
drawer

By cor ME:ARE

Unit: RMB

R E e

RAEHE

Amount transferred to

accounts receivable at

HE Type the end of the period
EEALER Commercial acceptance notes 72,937,456.96
=h B
3 EWER 3. Accounts receivable
EZa == . :
(1). FEWEF D EHE (1) Disclosure of accounts receivable by category
By - or BEARK
Unit: RMB
BRBE B4
30 June 2016 31 December 2015
BEkE BEER FE%E SHER
Provision for bad and doubtful Provision for bad and doubtful
Carrying amount debts Carrying amount debts
88 R S8 HRIA%) BEEE 88 fhw) S8 HREA%) FEEE
Proportion Proportion Proportion Proportion
L Type Amount (%) Amount (%) Book value Amount (%) Amount (%) Book value
Individually significant accounts receivable with
ndividual bad debt provision 236,184,738.91 2731 16,238,003.43 6.88  219946,73548  225,936,386.20 2898 1729317899 765 208,643.207.21
5 Bad debt provision for accounts receivable by
REBEEOENER  combination with credit risk characters 628,691,896.53 7269 281,135572.42 4567 341,556,341 549,350,864.74 7046 260,336,296.45 4739 289,014,568.29
B EWEZAME  Include: receivables from thid partes 546,635,111.53 £320 287,135,574 5253 299,499,539.11  548,861,01042 7040 260,336,96.45 4743 2885471397
) Receivables from related parties 82,056,785.00 9.49 - - 82,056,785.00 439,854.32 0.06 - - 489,854.32
ERERBERER Indvidually not significant accounts receivable but
SEEENENED with individual bad debt provision - - - - - 4,398,000.00 0.56 - - 439800000
At Total 864,876,635.44 10000 303,373,575.85 3508 561,503,059.59  779,685,250.94 10000 277,629475.44 3561 502,095,775.50
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HARERSBEEANY ERFIR 0)
IR 0 55 1 B W RR K

Individually significant accounts receivable with

individual bad debt provision as at the end of the
period

Bl T BE:ARK

Unit: RMB

HRBE
30 June 2016
FRER BRER ARIEE HRER

Provision for

WS Accounts bad and Reasons for

(REf1) Type receivable  doubtful debts Proportion  making provision
BREBDIHESEAREBBI00ETHIE Single accounts receivable over RMB7,000,000 213,656,981.90  9,445,576.77 44%  ERENAATERERL
W i machine tools business Impairment occurred

By R BEREBABEZARSE  Single accounts receivable over RMB7,000,000

ERT0BTMANES in turbo machines business
i Total
HEHd  RERRO AR IRE o)

AREB R E = 77 EUIARA -

under individual
assessment method

22,521,757.01 6,792,426.66 30.15%  ERERAATERERL
Impairment occurred
under individual
assessment method
236,184,738.91 16,238,003.43 688 /

In the group, making bad debt provision for accounts
receivable from third parties by ageing analysis:

7T M AR

Unit: RMB
HRBE
30 June 2016

FEW R BERER STRLA

Provision for

Accounts bad and
BR Ageing receivable  doubtful debts Proportion
TER Within one year 106,238,139.36 5,311,906.97 5%
1227 1-2 years 145,913,872.18 43,774,161.65 30%
2E3F 2-3 years 119,169,831.97 71,501,899.18 60%
3FEME Over three years 175,313,268.02  166,547,604.62 95%

Sl Total 546,635,111.53  287,135,572.42

2 BRAERERERA LR
THES

Note:

The ageing of accounts receivable is calculated

starting from the date of recognition.

R
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(2).

(3).

(4).

@ #AEH - EUREEH T KIA

®  Inthe group, receivables due from the related parties

1 P& UK BR X
BuEH B 7R £ BB 1R S8 HAEHLHI(%)
Relationship Percentage of
with the total accounts
Name Group Amount receivable (%)
EEAMEREEAR(ERAFH]) 2 g 269,925.00 0.03
Shiess GmbH, Germany (”Shiess"”) Related party
AREFRABETEARGRAF([ALHE]) B 167,500.00 0.02
Xi'an Ruite Laser Prototyping Manufacturing & Related party
Engineering Research Co., Ltd. (“Xi'an Ruite")
EECYEEAERAR(ICYSEH]) A Bk 81,619,360.00 9.44
Yunnan CY Group Co., Ltd. (“CY Group”) Related party
CE 82,056,785.00 9.49
Total

7201668308 @ & £
Y 7 2 R B 7 SRR E 1T 8 Bl BF
- RRBRITRERER -

As at 30 June 2016, the Group conducted individual
assessment on accounts receivables due from related
parties and considered that there was no need to
make provisions for bad and doubtful debts.

MEF - FARMG LG IR (2) In the group, making bad debt provision for accounts
EEREWIRA receivable by other methods:
JE W AR FIR AR BR B R Presentation of accounts receivable according to ageing
analysis
HIRERER HIeRER
30 June 31 December
RiR Ageing 2016 2015
1FLAR Within one year 266,920,750.36 329,538,052.14
1226 1-2 years 248,446,620.63 143,439,699.89
2E3F 2-3 years 150,726,362.36 102,843,521.15
3FLAE Over 3 years 198,782,902.09 203,863,977.76
Bt Total 864,876,635.44  779,685,250.94
i RERBEKERERERE RSB Note:  The ageing of accounts receivable is calculated starting
g from the date of recognition.
ANEGEFHE © YK [O] ot #2 [o] ) ZE AR 2E (3) The provision, recovery and reversal of bad debts during
IR - the period:
K H IR EZERERB S B The provisions for bad debts amounted to
25,813,100.4170 : NEfE B AR RMB25,813,100.41. The Group had no recovered or
AR HET00E JT #Y 55 AR 25 4 i [0 o 8 reversed provisions for bad debts of more than RMB7
BB o million during the period.
KB 7R 5E (B 2 JE R A% (4) As at the end of the period, the Group had no significant

written-off accounts receivable.
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(5). RN EZFERIEIREFEEFI B

# JEM RN IE T

AEBAXABPERIARTHESEHWEHR
BB AZRERERELZSEAS
191,266,228.097T ' {5 FEULER FRERR
BREATENL D A22.11% - &
SRR EEIRRBERSIES

9,672,499.467T °

4~ FNKEA
(1). BN HEZEE ST

(5)

Top five accounts receivable by debtor as at the end of
the period:

The Company’s top five balances of accounts receivable
at the end of the period totaled RMB191,266,228.09,
accounting for 22.11% of the Company’s total balance
of accounts receivable as at the end of the period, and
the aggregate provision for bad debts made accordingly
amounted to RMB9,672,499.46.

4. Prepayments

(1)

Presentation of prepayments according to ageing analysis
Bfy - or BE:ARK

Unit: RMB
HiReR%E B¥IeREE

30 June 2016 31 December 2015
&5 e Bl(%) &5 EE (%)
R Ageing Amount Proportion (%) Amount Proportion (%)
15N Within one year 25,664,026.11 83.46 21,616,842.55 86.70
13224 1-2 years 2,465,172.22 8.02 1,464,306.66 5.87
2FE3F 2-3 years 1,147,162.32 3.73 367,791.53 1.48
3FLE Over 3 years 1,474,203.59 4.79 1,482,556.03 5.95
&EF Total 30,750,564.24 100.00 24,931,496.77 100.00

A1 R BRMNKIARR A RGBT

H o
>t

2 REBBIFHNRANREBEIERR

R -

(2). BIENYHREFFEN R REFREF I

H RN KX

AEBZENERBEEOH R
BAMAERANERERSER
4,816,710.007C * 1H BT BR B R4

AR HAELHA15.66% °

(2)

Note 1. The ageing of prepayments is calculated starting from
the date of recognition.

Note 2: Prepayments with an ageing of over one year were
the prepayment for material.

Top five balances of prepayments by prepaid item as at
the end of the period:

The Group’s top five balances of prepayments as at the
end of the period totaled RMB4,816,710.00, accounting
for 15.66% of the Group’s total balance of prepayments
as at the end of the period.

-
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H {l FE X 5. Other receivables
(1). B ERKK I E (1) Disclosure of other receivables by category
Bl r BE: ARK
Unit: RMB
HRBE H8E
Closing balance Opening balance
FESE SEER BE&E BREE
Provision for bad Provision for bad
Other receivables and doubtful debts Other receivables and doubtful debts
1] Hf(%) &8 iRufe)  BEGE i (%) S8 HEEAW)  BEEE
L] Type Amount  Proportion (%) Amount  Proportion (%) Book value Amount  Proportion (%) Amount  Proportion (%)  Book value
EiR Individuall significant other receivables
SEEENZ RIS with indvidually bad debt provision - - -
RERARREAAHE Bad debt provision for other receiables by
SEEBNAELR combination with credit risk characters 18,917,819.98 894 55383.13 2920 1339398085 15,285,533 885 357513478 B39 1171038854
A BNERHE Include: receivables from third parties 15,575,345.45 1076 5538%.13 3471005150632 13,952,752.99 6258 357513478 562 1037761821
EYERATE Receivables from relted parties 334047453 1518 33047453 13327703 598 - - 103
EESENENREEHR Individually not significant other receivables
SREBNAEL but with individually bad debt provision 3,004,064.70 14.06 309406470 7,010316.12 34 19444440 LT 681587112
ait Total 20,011,884.68 10000 552383913 2509 1648804555 22,295,839.44 10000 3,769,579.18 1691 18,526,260.26
O HBHAFAEEEREESEEAN @  No other receivables was individually significant and
BEEGAIETEREFENEME assessed individually for bad and doubtful debts at
WK e the end of reporting period.
Q@ WHER BEERIWATREE @  Inthe group, bad debt provision for other receivables
AR AE 4 B L Ath JE UK - by ageing analysis:
By T BE:ARK
Unit: RMB
HRERE
Closing balance
Hip KR BRER HE 4l
Provision for
bad and
BR R Ageing Other receivables  doubtful debts  Proportion (%)
1 LAR Within one year 9,720,307.26 486,015.36 5.00
1226 1-2 years 1,634,428.84 817,214.42 50.00
2E3F 2-3 years 2,792,425.91 2,792,425.91 100.00
3EM E Over 3 years 1,428,183.44 1,428,183.44 100.00
S Total 15,575,345.45 5,523,839.13

o BREE H MU RAER AR
FiaEtE -

Note:

starting from the date of recognition.

The ageing of other receivables is calculated

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited

o I




© WEF - EUKEE TR

® In the group, other receivables due from related

parties
{EEEW R
BNRRE HALZEEF kx| BRI BI(%)
Percentage of
Relationship with total other
Name the Group Amount receivables (%)
EREREELR(EREERA]) eyl 3,342,474.53 15.18

Kunming Kunji Group Co., LTd. ("Kunji Group Co.")

MR20165F6 8308 K & E
) U B B 5 SR IE 1T {8 B B
- REBETFTIREREE -

(2). EfbfERIRA AR b ST 2)

Related party

As at 30 June 2016, the Group conducted individual
assessment on other receivables due from related
parties and considered that there was no need to
make provisions for bad and doubtful debts.

Presentation of other receivables according to ageing
analysis

HARERE A ERER
BRI Ageing Closing balance Opening balance
1A Within one year 12,162,015.43 11,435,675.45
1224 1-2 years 3,656,513.87 7,680,858.46
2E3F 2-3 years 4,764,411.94 1,747,821.44
3FM E Over 3 years 1,428,943.44 1,431,484.09
=1 Total 22,011,884.68 22,295,839.44

o RENE i EKER
HE -

(3). ZKNEFE1HE - Yg[o] ot 82 [o] ) S22 AR 2E (3)
HIEx -
AREAGT IR R (B9 %81,754,259.95
JC ¢ AREREE S KA Uk (o] 5% 8 o] 52 BR X

R AR

Note:  The ageing of other receivables is calculated starting

from the date of recognition.
The provision, recovery and reversal of bad debts during
the period

The provision for bad debts during the period were
RMB1,754,259.95 and there is no recovery and reversal

1 e of bad debts during the year.
(4). KEIANEBKRZEERMBNRFTIZ (4) As at the end of the period, the Group had no written-
i o off other receivables.
(5). BMEWNIZFEIE ZEIEN (5) Other receivables by nature
By - or BE:ARK
Unit: RMB
HRARMEAAEE AYI AR AR EE
HIEME Nature Closing balance Opening balance
He Deposit 4,373,579.23 10,632,245.51
HR Petty cash 2,021,788.02 2,925,826.49
EE)NEIRERS Current account with related parties 3,342,474.53 1,332,770.33
RBFRIAE Expenses on behalf of others 6,576,786.91 1,274,180.90
WIRRFE R Bid bond 3,844,001.00 5,109,385.00
HAb Others 1,853,254.99 1,021,431.21
&5t Total 22,011,884.68 22,295,839.44

I -
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(6)

FE
(1).

RGN EZSE I B K £ BE AT B

(6) Top five other receivables by debtor as at the end of the

I E i EW K IE T period
Bl T KE:ARK
Unit: RMB
HEfE
WRARER
Batam BRER
Efr £ RENKE HABE K& EA(%) HABE
Percentage of
total balance of Balance of
other receivables provision for
at the end of  bad debts at the
Name of company Nature Closing balance Ageing the period (%) end of the period
EREAL REFE 3,342,474.53 15U 15.19 -
Kunji Group Co. Expenses on behalf Within one year
of others
TEREAREERNERAF RES 2,364,800.00 15U 10.74 118,240.00
China Kangfu International Leasing Co., Ltd. Deposit Within one year
HIESHERNARAA RES 1,541,000.00 1-2% 7.00 770,500.00
Zhejiang Huijin Financial Leasing Co., Ltd. Deposit 1-2 years
ENIRRREEELIBRAR R 1,022,649.00 15U 4.65 51,132.45
XCMG Import & Export Co., Ltd. Funding transactions Within one year
ROEERNREERERRARAA k&S 1,000,000.00 15U 4.54 50,000.00
Changsha Economic Development Zone Investment  Deposit Within one year
& Guaranty Co., Ltd.
At / 9,270,923.53 42.12 989,863.45
Total
6. Inventories
FESH (1) Inventories by category
Bl - BE: ARK
Unit: RMB
BRGE 288
Closing balance Opening balance
REHE HEER REEE REHE HEER REEE
Provision for Provision for
diminution diminution
Carrying in value of Carrying in value of
R Item amount inventories Book value amount inventories Book value
) Raw materials 153,776,195.83 4,291,530.14  149,484,665.69  135,735,227.91 4,291,530.14  131,443,697.77
HER Work in progress 598,028,802.34  22,952,379.16  575,076,423.18  539,349,880.49  22,952,379.16  516,397,501.33
ERER Finished goods 224,359,566.73  10,721,803.95 213,637,762.78  273,284,673.15  10,721,803.95  262,562,869.20
EE v Consumables 4,290,614.94 3,104,839.12 1,185,775.82 4,573,847.12 3,104,839.12 1,469,008.00
ZANINE Commissioned processing materials 2,365,945.65 - 2,365,945.65 2,335,983.75 - 2,335,983.75
At Total 982,821,125.49  41,070,552.37  941,750,573.12  955,279,612.42  41,070,552.37  914,209,060.05
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2). FEHKIEERF

(2)  Provision for diminution in value of inventories

BT KE:ARK

Unit: RMB
FHRNER i
Increase during the period  Decrease during the period

BIBE iR it BEZE# Bt BABE

Opening  Charge for Reversal or Closing

BH Item balance  the period Others Write-off Others balance
Rt Raw materials 4,291,530.14 - - - - 429153014
TER Work in progress 22,952,379.16 s S S - 22,952,379.16
ERER Finished goods 10,721,803.95 - - - - 10,721,803.95
RERH Consumables 3,104,839.12 - - - - 3,104,839.12
aif Total 41,070,552.37 - - = - 41,070,552.37

AEBHEFERASNAZERFED
ERERATERERK - EAHEE
mE R FIRFER - NREEARKE
R B IS ERREE T TRAEE
FRENRANHEERIRE - A
SELBENZERARERMGE
IR HERENRA - b5
EXGIAZERFER  KEEUE
P A B T 455 (B 18 R 25 B X O RO AR B
MR ERLENHEEERNH L

(3). AEEFEHRHBETTSERER
B EHE -

7 HittRBEE

The Group recognized the excess of inventory cost over
its net realizable value as diminution of inventory cost.
When making estimation of the net realizable value of
work in progress, the Group used the market price of
finished goods less the estimated costs to completion
and the estimated selling expenses and related taxes. The
estimated costs to completion were determined based on
the previous operation costs. When making estimation
of the net realizable value of finished goods, the Group
used the market price of finished goods less the costs of
finished goods and the estimated selling expenses and
related taxes to be occurred.

(3) The Group's inventories’ closing balance did not include
borrowing costs capitalized amount.

Other current assets
By -or ME:ARK

Unit: RMB

HIREREE B EREE

HH Item Closing balance Opening balance

FEAER To be deductible VAT 9,076,752.98 8,075,263.79

HERBEE () Sales returns (note) 5,998,936.86 5,998,936.86
$HE R BIFAL TR IEA The output VAT to be written-off for

BERFERAR(F) sales returns (note) 1,630,256.41 1,630,256.41

Eaiy) Entrusted financing 8,000,000.00 _

CEl Total 24,705,946.25 15,704,457.06

-
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H b 52 B

A APARIHELHEEI R EoAIEEERE
ERAB(ATEBIE RS ])R2011
FIRAREBTHREEAR  ARESHEA
11287 ABEARARZEE T(RER
REEE)  BEILEHE ALK 20
EMEZFEIBRMERAA (LA TEBEIF
MEFDOBIZES - WAHE S 2K
AEEEREFEFSM - PEEILEHTERK
HEFEMEFEETHRREEER -
ARNBR201MFMNABREIHRAETLE
UL A958.98F T * HE F & EBMAAN
682.788B jT - W H2012F4712B M A

b —

EEHER - HENFE163.038 T °

2013F 11 A EMEFHIETHERA
REDAMEBE —RE _WEREFRD
RAELEHEURADNFEERERARN
THEEBMBRAERESHE  BRRE
g YERIEEWEBREOENERAR
BIN73 258 L RN HBENE AR
1235870 RIBFERAR R AEES
AN ET

EME S RARZERN2015F12A23H
ERRFEH R - BRAQRMREHEMRR
FRABRESGRERI 73258 X
HEXNE61.758 70 TBERRESES
MEF R AIMTKE926 L X ik K B
TR REZBENETERARGE
o BIABBHRRIER » KAAE K
ER [B] |- it 7 & o

ARRIEHE L BBEEAHEERBER -
I8 F ot E @Rk AT AT ERE
BEE  TARENERERAARKFEE
BRI AR S ER | Bt L EMRS T
I F{E A599.898 L - R AHMR
FEE - HE2016F6H308 1F - AAA
iR B Z R B E & o

Other explanations

Note:

The Company and its distributor Beijing Hanhai Hongzheng
Machinery Co., Ltd. (“Beijing Hanhai") signed a Machine Tool
Sales Contract with contract amount of RMB11.22 million
in August 2011, and the Company signed a Manufacturer
Authorization Letter authorizing Beijing Hanhai to participate
in a tender exercise conducted by Jilin Haoyu Electrical
Co., Ltd. (“Jilin Haoyu") using the tool machine, and the
Company undertook to assume responsibility for quality
assurance of the tool machine. Subsequent to being awarded
the tender, Beijing Hanhai signed a Machine Tool Sales
Contract with the end-user, Jilin Haoyu. The Company
delivered the goods in November 2011 and recognized
main business income of RMB9.5898 million and cost of
RMB6.8278 million. On 12 April 2012, the Company issued
VAT invoice and recorded output VAT of RMB1.6303 million.

Jilin Haoyu instituted legal proceedings in November 2013
whereby Beijing Hanhai and the Company was named the
1st and 2nd defendants, respectively. Jilin Haoyu considered
that Beijing Hanhai and the Company were unable to resolve
product quality issues effectively within the product warranty
period, and requested that the product be returned and the
amount of RMB11.7325 million paid to Beijing Hanhai be
refunded, and liquidated damages of RMB1.235 million be
paid; and at the same time requested that the Company
assume joint and several liabilities for payment.

The Higher People’s Court of Jilin Province made the
final judgment on 23 December 2015 which required the
Company returning the consideration of the contract of
RMB11,732,500 to Jilin Haoyu, together with a payment of
RMB617,500 as liquidated damages; and may at its own cost
fetch the TK6926 CNC floor-type boring and milling machine
tool deposited at Jilin Haoyu; and the costs of action and
authentication fee shall be borne by the Company. As at
the date of the balance sheet, the Company had not fetch
the above product.

The above matter had been treated as sales return and
the Company had analyzed the state of technology of the
product. Based on the estimated freight, replacement costs
of defective parts and restructuring needed additional cost,
it was estimated that the net realizable value of above
product was 5.9989 million and recognized it as other
current assets. As at 30 June 2016, the Company has not
yet received the returned product.
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THEEEREE

().

(2).

(3).

(4).

Available-for-sale financial assets

AR ETHEERT (1) Information of available-for-sale financial assets
Bfy T BE:ARK
Unit: RMB
HABE BIBE
Closing balance Opening balance
REGE HEER REEE REGHR HEER RERE
Carrying  Provision for Carrying  Provision for
EH Item amount  impairment Book value amount  impairment Book value
MHEEESTE Available-for-sale equity Instruments
RAR ) measured by cost 3,145,000.00  2,000,000.00  1,145,000.00  3,145,000.00  2,000,000.00  1,145,000.00
BRI AT 2R (R E 2 (2)  Available-for-sale financial assets measured by cost at
BE the end of the period
Bfzor BEARE
Unit: RMB
FEgE BEER
Carrying amount Provision for impairment
L 15 ] 53 ERREEN 13
£ L | B 8% 81 | . R RBEA)  ReAA
Proportion of
Increase  Decrease Increase  Decrease shares held in Cash
Opening ~ during  during Closing Opening ~ during  during Closing ~ the invested  dividend for
Invested company balance  the period  the period balance balance the period  the period balance  company (%) the period
i Yunnan Cheng Jiang Copper Products Plant  2,000,000.00 - - 2,000,000.00  2,000,000.00 - - 2,000,000.00 40.00 -
HMEBREREIR Hangzhou Ser Gas Engineering Co, Lid.
BRAR 1,145,000.00 - - 1,145,000.00 - - - - 1145 -
ait Total 3,145,000.00 - - 3,145,000.00  2,000,000.00 - - 2,000,000.00 / -

WEHA IR ES B EERE

EEBETHMBE BAFELERE
H o RARBERI99F HZEIRE
SRR T REAREBICE REERE -
BIEARR B HR2009F BHEMENE
EEeEtReRMRE AQAH
Y ZITEIREHEITIEE - B E2016
F6HA30R EMETIRMBEET
EITEEITH

MN20165E6A30H A K2015F12A
318 AREENFEAIHEERERST
AR AREERE TR IEERFME
TEEREHRBEEENER

(3)

(4)

Changes of available-for-sale financial assets impairment
during the period

Full provision for impairment loss on available-for-sale
financial assets of Yunnan Cheng Jiang Copper Products
Plant was made in 1999 because the plant has lost
the ability of sustainable operation. According to the
resolution passed at the 7th meeting of the 6th board
of directors of the Company held in 2009, the Company
began to liquidate this investment project. As at 30 June
2016, the liquidation of Yunnan Chengjiang copper plant
is still in progress.

As at 30 June 2016 and 31 December 2015, the Group had
no available-for-sale equity instruments which recorded
a significant or prolonged decline in the fair value at
the end of the period but no provision was made for
impairment.

R
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9 RIUIKRERE

9. Held to maturity investments

By T BE:AREK

Unit: RMB
rRERRE
Changes in equity for the period

BRETER  Hfte EERHAS BERR

BO8E  EBMRE  BORE  MREBE  WERE HHARRRD  RASAE HRAGER i HRBE BB

Investment Closing

income balance of

recognized Impairment impairment

under the Other Declared cash ~ provision Investment

Opening  Additional Decrease equity comprehensive  Movement of  dividends  made during Closing company

hhREED Invested company balance investment  investment method income ~ other equity or profits  the period Others balance provision
iy Associate

iy Xian Ruite 13771,542.85 - TB2488 - - - - - 1300824797 -

10 REMFEHE

(1).

(2).

AR AT B R A s IR E 14 = 1t
E

10. Investment properties

(1) Investment properties measured at cost

By - or BE:ARKE

Unit: RMB

EE-BFEY

Building and

= Item structures
— REERE 1 Cost

1. V)RR R
2. RHIR NS R
3AHIR A & H
4 B RERER

— RETENREEE
1. 818R 8
2 RHIR NS FE
(1)FTHR S 34
3AHIR AR
4 HRERER

[11
.

AREEE
1 HRAREEE

2. R EEE

MN2016%6A30H @ KEENFEKR
WEERBTENREEEE -

1. Opening balance
Addition during the period
Decrease during the period
Closing balance

5 O

Il. Accumulated depreciation

1. Opening balance

2. Addition during the period
(1) Provision or amortization
Decrease during the period
4. Closing balance

w

Ill. Carrying amounts
1. At the end of the period

2. At the beginning of the period

18,250,223.95

18,250,223.95

2,641,271.88
217,285.14
217,285.14

2,858,557.02

15,391,666.93

15,608,952.07

(2) As at 30 June 2016, the Group had no investment
properties with pending certificates of ownership.
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1M -BEEEE 11. Fixed assets
(1). BEEEIEL (1) Details of fixed assets
Bl or BE: ARK
Unit: RMB
EEREEY BERE ERIA R At
Buildingand ~ Machinery and  Transportation Electronic
BR Item structures equipment equipment equipment Total
- RERE: . Cost
1 8088 1.0pening balance 354,165,840.24 590,550,923.87 33,198,268.49 17,116,531.15 995,031,563.75
LEEENGE 2. Addition during the period 5 1,753,247.84 42324787 41,686.04 2,18,181.75
(NEE (1)Acquisition - 1,753,247.84 423,247.87 41,686.04 2,218,181.75
3RS 3. Decrease during the period 5 1,515,462.33 2,34,564.24 12,754.70 3,762,781.27
(NRESHE (1)Disposal or scrapped 5 1,515,462.33 2,34,564.24 12,754.70 3,762,781.27
4 BRBE 4.Closing balance 354,165,840.24 590,788,709.38 31,386,952.12 17,145,462.49 993,486,964.23
= BitiE Il Accumulated depreciation
1 5BE 1.0pening balance 116,299,076.97 344,287,007.71 20,516,498.76 12,255,074.55 493,357,657.99
LEHENEE 2. Addition during the period 5,532,420.88 14,621,812.28 1,805,426.17 637,437.05 22,597,096.38
(158 (1)provision 5,532,420.88 14,621,812.28 1,805,426.17 637,437.05 22,597,096.38
3AHE)EE 3. Decrease during the period - 1,454,843.84 1,274,702.96 5,856.55 2,735,403.35
(1RESHE (1)Disposal or scrapped = 1,454,843.84 1,274,702.96 5,856.55 2,735,403.35
4 BEXBE 4.Closing balance 121,831,497.85 357,453,976.15 21,047,221.97 12,886,655.05 513,219,351.02
= HEEE Il Impairment provision
1 5088 1.0pening balance - 2,787,192.51 - 41,365.93 2,828,558.44
LABENEE 2. Addition during the period = . - . _
3AMRD 8 3.Decrease during the period = . - . _
4 BRBE 4.Closing balance - 2,787,192.51 - 41,365.93 2,828,558.44
n REEE IV. Carrying amounts
1 BREEEE 1.At the end of the period 232,334,342.39 230,547,540.72 10,339,730.15 4,217 44151 477,439,054.77
LEVERER 2.At the beginning of the period  237,866,763.27 243,476,723.65 12,681,769.73 4,820,090.67 498,845,347.32
i H2016F6A308 - AEEETEESF Notes: As at 30 June 2016, building and structures of the

E{E B A R #10,331,023.2575(2015
128318 : AR¥10,870,033.137T)
NEREMEEYBERTEHERD
BB (2EMELE - 18) °

M2016F6 A30H * ANEE BT EEF
EE A A R #12,998494.487(2015
F12A318 + A R #13,330,892.08
TTNEEREEMAERITRIAGE
HEEHRR(Z2RHFEL - 27) -

201656 A300 - AEBETE
ERFEA AR0.00T(20154F
12A31H © A R %48,232,306.31
TL)RI SRR AR BB R
FERIEAR (2R ELE 28) °

Group with net book value of RMB10,331,023.25 were
pledged to banks for short-term loans (31 December
2015: RMB10,870,033.13) (note VII. 18).

As at 30 June 2016, building and structures of the
Group with net book value of RMB12,998,494.48 were
pledged to banks for long-term loans (31 December
2015: RMB13,330,892.08) (note VII. 27).

As at 30 June 2016, machinery and equipment of
the Group’s net book value of fixed assets used
as collateral for long-term payables was zero (31
December 2015: RMB48,232,306.31) (see note VII.
28).
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(2). BlHENEFEEIET (2)  Particulars of temporarily idle fixed assets
By o BE:ARE

Unit: RMB
BRI RE Rt E REEE HREEE

Original Accumulated Provision for
HH Item carrying amount depreciation impairment Book value
EEREEY Building and structures 63,000.00 36,337.50 - 26,662.50
BERE Machinery and equipment 14,584,495.96  12,529,665.28 53,321.33  2,001,509.35
E e Electronic equipment 14,700.00 13,965.00 - 735.00
CEl Total 14,662,195.96  12,579,967.78 53,321.33  2,028,906.85

(3). BEAMEHEHANBETEET (3) Fixed assets acquired under financial leases

5
Bfy - or BE:ARK
Unit: RMB
FERE RHE HEERE FEER
Original
carrying  Accumulated  Provision for
B/E Item amount  depreciation  impairment Book value
R2016F6A30A K As at 30 June 2016 and
2015%12A31H 31 December 2015
FEREEY Building and structures 2,592,597.82  2,488,893.91 = 103,703.91

(4). 72016 6H30H8 K20154F12H31 (4) As at 30 June 2016 and 31 December 2015, no fixed
H AEBENCEHREFXNELD assets were leased by way of operating lease.

(5). APEZEWEEZNETEE L (5) Fixed assets with pending certificates of ownership
M2016%6 A30H K & & & B 1% i) As at 30 June 2016 and the date of approval of this
R2HER  AEEEEAHSEE statement, the Group was applying for property certificates
REBEYRAERZTE  NEERSR for some buildings and structures. The time of obtaining
EWEFBUAR BT FI R EH property certificates is depending upon the consideration
B F-2016%F6HA308 ZEFRE and approval procedures of the relevant government
REEVEREENREEERAR authorities. At 30 June 2016, the carrying amount of the
#:38,170,840.847C(20155%12 A31 above mentioned fixed assets was RMB38,170,840.84
H : AK®38,759,598.227T) ° (31 December 2015: RMB38,759,598.22).
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12 HBIR 12.

(1). EZITEELR

Construction in progress

(1) Information of construction in progress

By r BE: AR¥

Unit: RMB
BRRE B8E

Closing balance Opening balance
Rasg HEER KakE RasE EER RagE

Carrying Impairment Carrying Impairment
BB Item amount provision Book value amount provision Book value
BEREEN Heavy casting base 2347766673 - M3ATIEE6TS 240,591,149.83 - 059114983
ERARMGORER SCHIESS GmbH VMG6 machine tool 39,084,812.42 - MBI 3908481242 - 90848124
LY Other items 11,731,754.38 2,0%,931.37 9,674,823.01 11,058,799.01 2,0%,931.37 9,001,867.64
ait Total 294,94,233.53 20593137 29223730216 290,734,761.26 20593137 288677,829.89

(2). BEEHZTERAAHEZEIFN

(2) Movement of major construction projects in progress
during the period

Bz o KE:ARK
Unit: RMB
1§ REEL AEEK IREHRA ekl AonEHE AEER
BEE RMUBE fneB  EEEESE  W0RE BRME  GRGMA() IBER BiHeE  EARSE  EALEY) EONR
0f which,
amount of
Transfer to Investment Accumulated interest Interest
Addition ~fixed assets Decrease percentage to amountof  capitalized  capitalization
Opening during during during Closing ~total budget ~ Project interest during rate of  Source of
BR%E Item Budget balance ~ the period the period the year balance (%) progress  capitaized  theperiod  the period the fund
EREEEN Heary castng base §5400000000  240591,14983 288651690 - W3AT66T3 600 00% 399289026 200999781 19 B8RSR
TABERGE
Self-finanding and
budgetary investment of
central govemment
[EERHNGERR  SCHESS GmoH VMGE machine ool 3908481242 3908481240 108481202 0% - - - EER
Instaling Seffnancing
ait Total 6308481242 1796759615 2,886,516.90 - %105 | [ 39992802 200999781 [

i R201MF12A AAREEBES
HEITAER - [ EEBEVMG6R
BEgRKNERSE cREEA
4,481,309.008 7T » #{ £2016%6
A308 ' ARAEBWEIVMGeR A
BIR - BERTERZEAR -

Note:

In December 2011, the Company and Schiess entered
into a contract to purchase assembly components
of VMG6 prototype machine from Schiess with an
amount of EUR4,481,309.00. As at 30 June 2016, the
Company has received the VMG6 prototype machine,
however, the installation of the machine has not been
completed.

- IRl re I




13- EBEEE

13. Intangible assets

(1). BELEIFGT (1) Information of intangible assets
Bl r BE: ARK
Unit: RMB
T fERE FERH Het Rt
Land Various
EH Item use rights softwares Others Total
- RERE I. Cost
1. 5058 1. Opening balance 125,147,316.50 23,979,444.51 29,245,031.92  178,371,792.93
2AEENEE 2. Addition during the period = 500,000.00 = 500,000.00
(MEE (1) Acquisition - 500,000.00 - 500,000.00
JHRBE 3. Closing balance 125,147,316.50 24,479,444.51 29,245,031.92  178,871,792.93
= BiEH Il.  Accumulated amortization
1. 5058 1. Opening balance 10,604,459.96 15,333,440.57 15,420,359.46 41,358,259.99
QABENSE 2. Addition during the period 1,317,988.56 841,799.80 1,235,200.22 3,394,988.58
(&R (1) Provision 1,317,988.56 841,799.80 1,235,200.22 3,394,988.58
3HIABE 3. Closing balance 11,922,448.52 16,175,240.37 16,655,559.68  44,753,248.57
= KEEE Il. Carrying amounts
1 HREEEER 1. At the end of the period 113,224,867.98 8,304,204.14 12,589,472.24  134,118,544.36
2BUREER 2. At the beginning of the period 114,542,856.54 8,646,003.94 13,824,672.46  137,013,532.94

2).

(3).

i 2016564308 AEEKE®EE
& & A R #10,826,953.587T(2015
F12A318 + AR#10,968,482.36
JL) K A PR VEIRTT AR HAME 3K
FIEE R (2 RMEE - 18) -

2016F6A30H A& B GEREE
& & A R #93,668,510.267T(2015
F12A318 + AR94,684,797.52
JL) K b A R VEIRTT REA(E X
FIEE R (2 RMEE - 27) -

AP RAKREATFERBAH
KRB B EE

R EREZ N T AT HEIE T 2)
MR2016%F6 4308 KX2015%F12 A31

B AEBEERANLZEEFTEN LTI
FRABEER -

AEEESE AER i 2 BRI P (3)
BIARE - +i(EREFRHR50F -

Note:

As at 30 June 2016, land use rights of the Group with
net book value of RMB10,826,953.58 was pledged
to banks for short-term loans (31st December 2015:
RMB10,968,482.36) (note VII. 18).

As at 30 June 2016, land use rights of the Group with
net book value of RMB93,668,510.26 was pledged
to banks for long-term loans (31st December 2015:
RMB94,684,797.52) (note VII. 27).

As at the end of the period, the Group had no
intangible assets formed by internal research and
development.

Land use rights with pending certificate of ownership

As at 30 June 2016 and 31 December 2015, the Group
had no land use rights without property certificates.

Lands that the Group have land use rights are all located
in Mainland China with useful life for 50 years.
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14. Goodwill

BRI EEE Provision for impairment of goodwill
Bfy - r BE:ARK
Unit: RMB
Hs%E KEEm KR D HASAE

Increase Decrease

HREEWER/Y Name of invested company or Opening during the during the Closing
EREENEE item goodwill formed balance period period balance
ARERAREGHEE Xi‘an Ser 7,296,277.00 - - 7,296,277.00
RABR2001FREBALEBRE - &6 When the Group acquired Xi'an Ser in 2001, the cost of merger
RABBIZL P ESHNAELER I HR? was higher than the fair value of the identifiable assets and
E -BEAAREBENEZSE BRAEAZR liabilities of Xi‘an Ser corresponding to the interests acquired,

ERMEROEE -

15 REGHER

and the difference was recognized as goodwill related to
Xi'an Ser.

15. Long-term deferred expenses
By THEE  ARK
Unit: RMB
BNnE  AHENEE  APEHEE  HtHSEE BABE

Increase  Amortization

Opening during during Other Closing
EH Item balance the period the period decrease balance
k' Decoration 808,153.23 - 120,655.76 - 687,497.47

16 EEFREHEE

16. Deferred tax assets/deferred tax liabilities

(1). BEILATIEHEEBHH (1) Details of deferred income tax assets
By oL BE:ARE
Unit: RMB
HRHE BARE
Closing balance Opening balance

TENERHEER BLFEHEE HNTKMER BEFREHEE

Deductible Deductible
temporary Deferred temporary Deferred
ER Item difference tax assets difference tax assets
BREE Bad debt provision 215,896,949.38 32,384,542 .41 215,654,434.62 32,348,165.19
FEWEEE Provision for diminution in value of inventories 11,281,283.53 1,692,192.53 11,281,283.53 1,692,192.53

NESHAERFE  Unrealised profit arising from

intra-group transactions 1,096,383.07 164,457.46 1,228,899.52 184,334.93
Bitafk Accrued liabilities 1,074,489.88 161,173.48 2,104,376.47 315,656.47
At Total 229,349,105.86 34,402,365.88 230,268,994.14 34,540,349.12
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(2).

(3).

K ERAERL 13 B E A

HH Item

(2) Breakdown of unrecognized deferred tax assets
By T ME:ARK
Unit: RMB
BREAEE LIEDIN 3

Closing balance Opening balance

AENEREER
AR e R

AFr Total

i ARARRETESEHNEATR
SEAETHEY  EmEEARE
RELPABHEEN AT ENE %
ZRMAEAERE -

K IERAERL BT 137 & 2 1 A LA
BRI LA T F E BB

Deductible temporary difference
Deductible losses

270,497,149.65 246,539,076.79
464,239,096.54 351,216,740.77

734,736,246.19 SOET554810/556

Note:  As there are uncertainties about the sufficiency of
taxable profit in the future, therefore deductible
temporary difference and deductible loss for
unrecognized deferred income tax assets existed.

(3) Expiration of deductible loss for unrecognized deferred
income tax assets falls in the periods as follows

By :or BE:ARK

Unit: RMB
HREHE HUeE B
At At
F 4 Year 30 June 2016 31 December 2015 Remark
20164 2016 = 836,746.12
20174 2017 39,308,724.58 39,308,724.58
20184 2018 11,293,524.69 11,293,524.69
20194 2019 136,902,537.45  136,902,537.45
20204 2020 162,875,207.93  162,875,207.93
20214 2021 113,859,101.89 -
BEF Total 464,239,096.54  351,216,740.77 /

i BEEBBSELATEMEBRSMS
HAl - HERTTEBILRE BRI
JE A T PS8 7 LA A L3 T 4R 40
B1R - R ARERAEARERS
MEE e

Note:  Asthe management anticipated that relevant taxpayers
would not have sufficient taxable profit to deduct the
aforesaid deductible tax losses before their expiration,
the relevant deferred tax assets were not recognized.
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17. Other non-current assets

BT KE:ARK

Unit: RMB

HiREAEE LIEDIN 3

EHH Item Closing balance Opening balance
B TR Project prepayments 808,350.00 808,350.00
A+ AR Prepayments for land use rights 4,116,091.08 4,116,091.08

BN AR & (Z)

Total

L2011F7R18H BHEM2011F E — X
FRRRRASHERBE AR HEHA
HETEARMMENGTIEGR - EEE
TSl E2000mmBE R EEREPIRIK([E
BERDOEFT BENMTENERR
it WESBRIIEENTRRAFERE
A ERMESMNEESSRERD
R - BEBARKNK  ZEARMMEF
SRR A TR A TSR TR E
—ERAE#R(Z2EMEE  12)KBK
ZBRI16%F -

MN201656 4308 %2015F12 8318 » &
AEIRBARIKER  EBRABNHERSS
BREBREFMIATERNTO% » 814,620,000
Bt (EE AR A39,656,925.207T) I
BB E— A R IR 30D BT S (8
FERGTESR TEHRMBEHSE) -

18 ~ EHIfE R

(1). B 77

Note:

(1)

Prepayments for contracted
technology licensing fee (note)

39,656,925.20 39,656,925.20

44,581,366.28 44,581,366.28

As reviewed and approved by the first extraordinary general
meeting of 2011 of the Company held on 18th July 2011,
the Company and Schiess entered into the Proprietary
Technology and Patent Licensing Contract to introduce the
proprietary technology for the design, manufacture and
installation of double column 2000mm-crossrail machine
("contract products”), and obtain the exclusive and non-
transferable license for the production in PRC and sale in
Asia of these contract products. According to the contract,
the term of such Proprietary Technology and Patent Licensing
would be 16 years from the date of final acceptance of the
first prototype machine which was ordered to licensor by
licensee (note VII. 12).

As at 30 June 2016 and 31 December 2015, according to
the terms of the contract, the Company has accumulated
paid 70% of contract technology license fee to Schiess,
e.g. EUR4,620,000 (equivalent of RMB39,656,925.20). The
Company has received some parts of technology documents
for the first prototype machine (including design drawings,
technical solutions and directory).

18. Short-term loans

Types of short-term loans:

By BE:ARK

Unit: RMB

HREREE HeREE

HE Item Closing balance Opening balance
WIRER(aET) Loans secured by mortgage (note 1) 28,000,000.00 28,000,000.00
REBEER(E2) Guaranteed loans (note 2) 229,500,000.00  179,500,000.00
ERER Unsecured loans 150,000,000.00  193,100,000.00
&EF Total 407,500,000.00  400,600,000.00
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FEEME SR D R A

FE

2

20166 A30H @ ANEEEEEEF
SHE A AR #10,331,023.257T(20154F
128318 : AR#%10,870,033.1370) &Y
EENREEYRERTRBERD
EIR@(2REMELE - 11) -

2016%F6 A30H ' A& B GEmEE
& & A R #10,826,953.587T(2015
F12A318 + AR10,968,482.36
JL) K - A PR VEIRTT AR HAME 3K
FEB R (2 EMEE - 13) -

LM EE AR QR AP B HOR
TIHEEORTDHBORER
EREER B E2016F6A30
AmEBEEAEAARE3.00ET
(20155128318 : ARM3.00E
JT) o AR A 201656 H30H B
SHEBREZBRBEAEARK0SE
7£(2015%12A31H : AR#0.50
BL)(28K&E+T— 53)) -

T EBAEAAGMELIRITHRR
HE &R IRMER - B1E2016%F
6A30HBMEEERBEAARKE1.00
Bt(2015512A318 : AR¥1.00
Bir) - A F 201696 A30H B
BHEEERBREAARE1.008T
(20155128318 : A R #0.8018
T (2RKME+—53) -

T EEAEAAB M ERIRITHRR
HE &R IRBER - B1E2016%F
6A30HBMEEREREAARKE1.00
Bt(2015512A318 : AR¥1.00
Bir) - A F 201696 A30H B
BHEHBER®REAARE4ET
(20155128318 : A R #0.4118
T (2RKME+—53)) -

M EEARNRFMRBIRITED
MR EBEEREER - B 1E2016%F
6A30HMEREERTEAARK2.50
#7t(2015512A318 : AR¥0.00
L) » A A AMN201656530H B
BHEHBER®REAARE0.30ET
(2015%12A318 : A R ¥0.001=
T (ZRME+T— - 5@3)) °

EOREERMAZREEERER
ARAABERDPERARBERITRRZN
MEEERHER(ALERAZ
EREHETECRER)  #Hit
2016 F6 AS0HMEBEEREAA
R #1,000.008 (2015412 A31
B: AR#1,000.0087T) A&
ER2016%6 A308 UG M & HE
REREE A AREES50.008 7t (2015
F128318: AR¥850.0087T) °

(2). "HAPRAEETFECBHKRER

2 HA SR o

Explanations on types of short-term loans:

Note 1:

Note 2:

As at 30 June 2016, building and structures of the
Group with net book value of RMB10,331,023.25
were pledged to banks for short-term loans (31st
December 2015: RMB10,870,033.13). (note:VIIl. 11)

As at 30 June 2016, land use rights of the Group
with net book value of RMB10,826,953.58 were
pledged to banks for short-term loans (31st
December 2015: RMB10,968,482.36). (note:VIl. 13)

Shenyang Machine Tool (Group) Company Limited
("Shenyang Group”) provided guarantee for the
Group’s financing facilities secured from the
Export-Import Bank of China. As at 30 June 2016,
the total financing limit was RMB300 million (31
December 2015: RMB300 million). As at 30 June
2016, the short-term loan used by the Company
was RMB50 million (31 December 2015: RMB50
million). (note XI. 5(3))

Shenyang Machine Tool (Group) Company Limited
("Shenyang Group”) provided guarantee for the
Group's financing facilities secured from Hengfeng
Bank. As at 30 June 2016, the total financing limit
was RMB100 million (31 December 2015: RMB100
million). As at 30 June 2016, the short-term loan
used by the Company was RMB100 million (31
December 2015: RMB80 million). (note XI. 5(3))

Shenyang Machine Tool (Group) Company Limited
("Shenyang Group”) provided guarantee for the
Group's financing facilities secured from China
Guangfa Bank. As at 30 June 2016, the total
financing limit was RMB100 million (31 December
2015: RMB100 million). As at 30 June 2016, the
short-term loan used by the Company was RMB41
million (31 December 2015: RMB41 million). (note
XI. 5(3))

Shenyang Machine Tool (Group) Company Limited
(“Shenyang Group”) provided guarantee for the
Group's financing facilities secured from the Bank
of Communications. As at 30 June 2016, the total
financing limit was RMB250 million (31 December
2015: nil). As at 30 June 2016, the short-term
loan used by the Company was RMB30 million (31
December 2015: nil). (note XI. 5(3))

Changsha Economic and Technological Development
Zone Investment Guarantee Co., Ltd. provided
guarantee for Changsha Ser’s financing facilities
secured from the Bank of Communications (Xi‘an
Ser provided joint liability counter-guarantee for
this guarantee). As at 30 June 2016, the total
financing limit was RMB10 million (31 December
2015: RMB10 million). As at 30 June 2016, the
balance of short-term loan used by the Group
was RMB8.5 million (31 December 2015: RMB8.5
million).

As at the end of the period, the Group had no short-term loans

due but outstanding.
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19 ENRE 19. Bills payable
EST ¢ g REGE 2 NERE
Unit: RMB
HiREREE ERANEREE
EE Type Closing balance Opening balance
[EE SN Commercial acceptance notes 13,131,927.23 15,981,927.23
RITHEAESR Bank acceptance notes 27,761,861.00 107,283,910.00
&t Total 40,893,788.23  123,265,837.23

AMARAEEECD PR INENRERE

20 ~ BAERRX 20.

(1). ENERZIT

As at the end of the period, the Group had no due but
outstanding bills payable.
Accounts payable
(1) Types of accounts payable
By T BE:ARK

Unit: RMB

HREREE MR

HE Item Closing balance Opening balance
JE 1~ BA B A &) Accounts payable to related company 16,781,296.28 2,894,308.56
FEAS R FERY Accounts payable to suppliers 441,639,893.82  429,917,818.62
= Total 458,421,190.10  432,812,127.18

(2). NS IREE DT

(2) Ageing analysis of accounts payable:
HARERER A ERER

HE Item Closing balance Opening balance
1EAR(E1E) Within one year (including one year) 251,819,560.99  250,925,007.89
1FE2F(52F) 1-2 years (including 2 years) 127,254,697.12  106,428,809.79
2FEEIF(E3F) 2-3 years (including 3 years) 29,590,955.64 25,159,899.74
3ELA Over 3 years 49,755,976.35 50,298,409.76
=X Total 458,421,190.10  432,812,127.18

BRik B IR IR EER BRI I6RTE -

(3). FRECHB1FHEZENEA

The ageing of accounts payable is calculated starting
from the date of recognition.

(3) Important accounts payable with an ageing over one year
By T K ARK
Unit: RMB
REEBR
HARERE FENRE

Reasons for

unpaid or
HE Item Closing balance not settled
JE MR R Accounts payable for material 28,080,298.67 TR EW

Not be collected
temporarily

Il 08 rusmesssnesRAR 200 FHES




21 FAWRFIE 21. Advances from customers

(1). TEWERFIES R (1) Information of advances from customers
By - or ME:ARK
Unit: RMB
i3] HEREE
1B H Item Closing balance Opening balance
T U BA e 2~ =) Advances from related party 1,632,624.00 28,004,640.00
FEE= Advances from the third party 180,181,733.51 161,661,184.66
G Total 181,814,357.51  189,665,824.66
(2). R20164F6 H30H  KEEFBRE (2) As at 30 June 2016, single customer advance payment
FiB1F A E AN HE more than RMB7 million with an ageing over one year
ARA R B 700 7T 8978 Y BR 50 of the Group is as follow:
BRAAZ0 T
By or KE:ARE
Unit: RMB
REBR
HABE FENEER
Reasons for
unpaid or
HE Item Closing balance not settled
FEUR Sy E 2R Advance sales payment 50,321,000.00 #HHEKRIEE

No delivery temporarily

22 ~ FEATH T % i 22. Employee benefits payable
(1). BB IEHNT (1) Employee benefits payable are as follows:
By oL BE:ARE
Unit: RMB
BnE RBEN AEHD BRHE
Opening Increase during  Decrease during Closing
5R Item balance the period the period balance
— RHEH |.Short-term employee benefits 22,539,560.33 98,293,672.53 95,985,690.26 24,847,542.60
T BBARR-REREHE Il Post-employment - Defined contribution plan 1,780,464.66 12,961,453.78 6,237,035.08 8,504,883.36
= ERER Il Termination benefits - 5,930,707.00 5,930,707.00 -
| R B ER IV.Other benefits due within one year 1,338,626.74 1,247,154.05 1,338,626.74 1,247,154.05
At Total 25,658,651.73 118,432,987.36 109,492,059.08 34,599,580.01
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(2). rZRIFBNSITR -

(2)

Short-term employee benefits

BT KE:ARK

Unit: RMB
HI8E AEHEM ) HRGE

Increase during  Decrease during
R Item Opening balance the period the period  Closing balance
— I% %% EEARE | Salary, bonus, subsidy and grants 30,233.18  80,548970.96  80,076,849.15 502,354.99
ZBIRHE Il.Staff welfare - 1,891,859.58 1,891,859.58 -
- HeERRB IIl.Social insurance - 6,869,557.56 6,869,557.56 -
Hi: BERRS Incl.; Medical insurance - 5,791,194.75 5,791,194.75 -
IEREE Work injury = 565,780.01 565,780.01 -
LERRE Maternity insurance = 512,582.80 512,582.80 -
M fELES V. Housing fund 13.412,771.32 7,605,845.00 6,326,170.36 14,192,451.96
T IEEENBIAELE  V.Union expenses and employees education expenses 9,096,549.83 1,377,439.43 321,253.61 10,152,735.65
At Total 2253956033 9829367253 9598569026  24,847,542.60

(3). HEEFZEIZI T (3) Defined contribution plan

Bl BE: ARK
Unit: RMB
68 g )0 HRGE

Increase during  Decrease during
ER tem Opening balance the period the period  Closing balance
1 EREZRE Basic retirement insurance premiums 1,780,464.66 12,145,688.79 5,573,696.71 8,352,456.74
2 RERRE Unemployment insurance - 815,764.99 663,338.37 152,426.62
At Total 1,780,464.66 12,961,453.78 6,237,035.08 8,504,883.36

g AEEEBTE2NBRFEERT
HEZRE %%1% RarE - *EQ%F
ZEHE AEBEORIKEILSF
FHTEH20% ~ 1.4%F A [ %
BB TEER BT AT
BRAN KEBTBAEE—FX
& - HEMZHREERTA
EHBEABEENMKA

Note:

The Group participates in the pension insurance
scheme and unemployment insurance scheme set up by
the government institutions as required. Accordingly,
the Group contributed 20% and 1.4% of the averages
salary of the employees to those schemes respectively
on a monthly basis during last year. The Group would
not undertake further payment obligation in addition
to the above monthly contribution. The relevant
expenses would be recognised in the profit and loss
of the current period or the cost of relevant assets
when incurred.

- MR re I




23>

24 -

25

BB E 23. Taxes payable
By - or BEARK
Unit: RMB
HIRERER HIeRER
EHH Item Closing balance Opening balance
16 (E F Value added tax 1,389,989.84 1,901,543.94
) Business tax 7 108,391.83
EMREH Corporate income tax 33,813.42 33,813.42
EEBRETHWERT Property tax and land use tax 1,982,284.34 il
Hth Others 606,687.40 1,721,403.73
CEn Total 4,012,775.00 3,765,152.92
FEAS B R 24. Dividends payable
By oL BE:ARK
Unit: RMB
HAIRERER HERER
HH Item Closing balance Opening balance
I im AR A A Common share dividend 135,898.49 135,898.49
Hih AR 25. Other payables
(1). BB E S RE M ET 5 (1) Other payables by nature of payments are as follows:
Bl o BE: ARK
Unit: RMB
HIRERER B
HH Item Closing balance Opening balance
FER T2 Payable for projects 57,847,883.65 61,473,078.53
TiERZES Secured deposits for projects 1,426,466.00 1,395,366.00
itk Leasing expenses 13,125,000.00 10,834,740.30
BB Auditor’s fee 2,343,490.57 2,924,245.29
ReREBHEEE Commissions and

EEAEE(EARS)
BB AR AR —TRERE

B QR RS T RERE (BE)
BRAR(EBER]) (1)

EER(a2)
it

business promotion fees
Housing fund (individual part)
Funding transaction with

related party — Shenyang Group
Funding transaction with related

party — Shenji (Group)

Hong Kong Co., Ltd (note 1)
Temporary loan (note 2)
Others

Total

18,804,818.20
11,890,970.40

84,000,000.00

120,190,375.00

104,000,000.00
31,736,179.84

19,796,095.37
10,422,855.40

30,000,000.00

33,727,143.64

445,365,183.26

170,573,524.53
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i ZNBAZR 2 B Bk R R B T LS Note 1:  During the reporting period, the Company is going
FE#ETTHoriMill63BA = hn T AR to cooperate with Shenji (Group) Hong Kong Co.,
2 > HoriMill100EA =X i T A Ltd. to use licensed technologies of Horimill63,
D+ VertiFlex703008) 1+ = #% Horimill100 horizontal machining center and
KR=EEE@IWFITILER VertiFlex70300 traveling column milling machine
LZRAEEMEESE  #HIE to conduct commissioned production and sales. As
201656 H30H * A A A B at 30 June 2016, the Company has received 16.297
2 A4 B ET €©1,629.708 B million Euros (Equivalent to RMB120,190,375.00)
7t (AR #120,190,375.00 and included them in other payables.
L) AREKEREINET
FTAE MR o
2 A HA A &) (A 56 3E B8 B Note 2:  During the period, the Company obtained loans
AMAGRETER A from non-related individuals and companies and
HihEMAFAZE - 812016 included in other payables. As at 30 June 2016,
FoA30BMERAESE RN loan’s principals are as follows:
T
BRERA BRELR ¥E FR= BRBE
EREQ Lending Unit Start date Settlement date Currency Interest Rate (%) Closing balance
EAA Individual A 2016.06.20 2016.07.01 AR¥ 47.45% 30,000,000.00
Renminbi
EAA Individual A 2016.06.24 2016.07.01 ARE 47.45% 18,000,000.00
Renminbi
NS Company B 2016.06.23 2016.07.22 ARE 20.82% 10,000,000.00
Renminbi
NG| Company B 2016.06.24 2016.08.23 AR 20.82% 30,000,000.00
Renminbi
NGl Company C 2016.06.23 2016.07.23 AR¥ 20.40% 2,000,000.00
Renminbi
NGID) Company D 2016.06.23 2016.07.23 AR% 20.08% 4,000,000.00
Renminbi
NS Company E 2016.05.27 2016.11.27  ARE 4.35% 10,000,000.00
Renminbi
CH Total - - - - 104,000,000.00

(2). FREZEEB 1 0B B A i BT 50

(2) Important other payables with an ageing over one year

By T KE:ARK

Unit: RMB
KEER
HMAREGE HENRE

Reasons for unpaid or
HE Item Closing balance not settled
4 /% 2 Land arrears 23,695,000.00 ¥f7EAR{EK

Not be collected temporarily
He Leasing expenses 7,875,000.00 #HFEREWK

Not be collected temporarily
IR Payable for projects 32,540,992.86 ¥ HEAREWR

Not be collected temporarily
X Total 64,110,992.86 /

Bl 2 cesEEessm6ERAA 2006 FHEE




26 1FRIHNERDEE

HH

Item

26. Non-current liabilities due within one year
By T BE:ARK
Unit: RMB
MR

Opening balance

SRR

Closing balance

VRN RERR(MEL  27)
1ERBNENBERER (ME+  28)

TERESOEBARZ M F+ - 32)
TERNBHOBBER ML - 28)

27 - REIER
(1). REIEZ 5

Guaranteed loans due within one year (Note VIl. 27)
Obligation under finance lease due within one year

Sale and leaseback due within one year (Note VII. 32)
Secured loans due within one year (Note VII. 28)

Total

50,000,000.00 200,000,000.00

(Note VII. 28) 213,209.00

205,300.00

213,209.00
205,300.00
10,139,911.61

50,418,509.00 210,558,420.61

27. Long-term borrowings

(1)  Classification of long-term borrowings

By T KBE:ARE

Unit: RMB

HRBE BOKE

R Item Closing balance Opening balance
BRER(HT) Secured loans (note 1) 81,665,275.66 79,005,572.45

REER(E2)

Guaranteed loans (note 2) 50,000,000.00 250,000,000.00

B —ENFIERNREBEER M+ - 26) Less: guaranteed loans due within

one year (note VII. 26) -50,000,000.00 -200,000,000.00

S Total 81,665,275.66 129,005,572.45
REERDBERREA - Explanation on classification of Long-term borrowings:
31 R2016F68308 REFEETE Note 1: As at 30 June 2016, building and structures
EFRFEASAR12,998,494.48 of the Group with net book value of fixed
TT(20154 128318 : A R & assets of RMB12,998,494.48 were pledged to
13,330,892.08 7T ) EE MEEY banks for long-term loans (31 December 2015:
AERTREERNERR(ZE RMB13,330,892.08). (Note VII. 11)
BizE+ - 11) o
20166 A30H & &£ E ¥ K As at 30 June 2016, land use rights of the Group
H{EME A A K %93,668510.26 with net book value of RMB93,668,510.26 were
7t(2015%12A318B: A B ¥ pledged to banks for long-term loans (31 December
94,684,797.52 7% )y + it {5 FE 4 A 2015: RMB94,684,797.52). (Note VII. 13)
ERITRBEBEFRNERAR (2R K
HAE13)
Ho2 M ER AKX AT AELOEITE Note 2: Shenyang Group provided guarantee for the Group's

mEBEBEEREHER
A318 + AR%3.00

T#zms%eﬂmaﬂmﬁﬁ)ﬂ%?ﬂ
M58 A AN RB0.50/8 (20154
12A31H : AR®2.50187T) (2R

BfEE+—  5(3)) e

BEREE
wE s ARK3.00E m(2015¢12

financing facilities at a total amount of RMB300
million secured from the Export-Import Bank of
o AR China (31 December 2015: RMB300 million). As at
30 June 2016, the Company obtained long-term
loans amounted to RMB50 million (31 December
2015: RMB250 million). (Note XI. 5 (3))
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(2). REEHEFHEIFMT

HE

(2)
ARG

Item Closing balance

Long-term borrowings by expiry date are as follows:

BABE

Opening balance

[N 3
* (Mt - 26)

Due within 1 year or on demand

(Note VII. 26) 50,000,000.00

200,000,000.00

TEE2FRH(E29F) 1-2 years (including 2 years) = 50,000,000.00

2EEIFHH(E3F) 2-3 years (including 3 years) 81,665,275.66 79,005,572.45

A&t Total 131,665,275.66  329,005,572.45

(3). 2016F6H30H - RAIEF 57 (3) As at 30 June 2016, details of the long-term loans are

LN as follows:

ENERA BMALLR BE FRIE HAReAE

Settlement Interest Closing

EXREfM  Bank name Start date date  Currency Rate (%) balance

#EH ORI Export-import Bank of China 2015.03.26 2017.03.25 AR 4.99% 50,000,000.00
Renminbi

#HNOETT Export-import Bank of China 2015.02.15 2018.08.15 AR 4.90% 57,515,230.78
Renminbi

#H N7 Export-import Bank of China 2015.06.18 2018.08.15 AR 4.90% 17,208,905.37
Renminbi

#EHORT  Export-import Bank of China 2015.10.09 2018.08.15 AR 4.90% 4,281,436.30
Renminbi

EHORT  Export-import Bank of China 2016.02.05  2019.02.15  ARM 4.90% 2,659,703.21
Renminbi

&t Total 131,665,275.66

(4). R2016F6H30H + XEEFT 77 (4) Asat 30 June 2016, no long-term loan of the Group was

B BB EE R REIEH o

28 - RHIEM R

past due.

28. Long-term payables

BT KE:AREK

Unit: RMB
BIHE HAREE
HH Item Opening balance Closing balance
B RERER Obligation under finance lease 1,172,649.95 1,279,254.50
FEFTHR AR Secured loan payables - 10,139,911.61
N Sub-total 1,172,649.95  11,419,166.11
W —FERIBNREBEMNR Less: long-term payables due within one year
He: —FRISOENRERER Of which, obligation under finance lease due
(Hi+ - 26) within one year (Note VIl. 26) 213,209.00 213,209.00
—ERF BN ENERER M5+ - 26) secured loan payables due within one year (Note Vil 26) - 10,139,911.61
et Sub-total 213,209.00  10,353,120.61
At Total 959,440.95 1,066,045.50

Il ¢4 cesEEesER6ERAA 206 FHEE




(1) REEMZFEENGEHER (1) The minimum finance lease payment of Obligation under

liwbg ¢ finance lease under long-term payables
HREREE B eREE
BIEBAENRE Minimum lease payments Closing balance Opening balance
1FAA(E145) Within one year (including one year) 342,168.88 342,168.88
18 F2FAR(E249)  1-2 years (including 2 years) 342,168.88 342,168.88
2F LA E3FLARN(E3E)  2-3 years (including 3 years) 342,168.88 342,168.88
3FM E Over 3 years 855,423.21 1,026,507.66
/Net Sub-total 1,881,929.85 2,053,014.30
B RERREER Less: unrecognised finance charges 709,279.90 773,759.80
At Total 1,172,649.95 1,279,254.50
d1 ENRERAEFRRENEARAR Note 1:  Obligation under finance lease reflected the present
2001 FERFAEE H BERH REKEF value of minimum lease payments caused by the
KR REAENREORE - ZH Company’s lease of some workshops and factory
EEKRMENRE  HEHR20%F - buildings after sale in 2001. The lease constituted
finance lease and the term of lease was 20 years.
A2 0 M2016FE6H30H @ AEBAERR Note 2:  As at 30 June 2016, the balance of unrecognised
EEAHEAARYT09,279.90T finance expenses of the Group was RMB709,279.90
(2015512 A31H : AR¥773,759.80 (31 December 2015: RMB773,759.80).
JT) °
(2) REJFET B E I E B (2) Breakdown of secured loans repayable included in long-
i term payables
RAFR2014F M —REERAH In 2014, the Company disposed certain machinery and
BN REEAEETAHEL equipment to a leasing company and leased back the
ZRXHHNREEERUNEREERSG same. The transaction was treated as a pledged loan as
B BREAEMERERE - &K its economic essence was to secure a borrowing with
S R EI ¥ £4%810,139,911.617T pledged assets. The opening balance of the secured
REBEKE2HEETE - R20164F loan was RMB10,139,911.61 and it has been fully
6H30BAEERREFANETEEE repaid. As at 30 June 2016, the Group’s net value of
FEAARE0.007T(2015F12 A31 fixed assets for collateral was zero (31 December 2015:
H:48,232,306.317T) (2R KL - RMB48,232,306.31). (note VII. 11)

11) o

Interim Report 2016 Shenji Group Kunming Machine Tool Company Limited |15 -




9 - K HFE {4 B8 T % BN

29. Employee benefits payable

(1) REJENBLZZE (1)  Employee benefits payable are as follows:
Bl K& ARK
Unit: RMB
BAReAE BT
BH Item Closing balance Opening balance
BB RN R RtEFERE Post-employment — net liabilities of

BHRAE R
m —FRINOED (HE£ - 22)

i ARBAEHBD B IRIVEERKE
BRMIRRRIK - IBARFE D
BT AERAKTENRE  AQF
AR E T LR A EE
ERABHIME  BXHOARERAR
ITEMFMOLESRBESH I
B ARENSERIREAE
AABHERER(ARRER] -
AAREANFREEREARFA
RERNHRBRNOBENEK -

30 EEHEMR

EH

Item

defined benefits plan

Termination benefits

Less: benefits due within one year

(Note VI1.22)

Total

Note:

5,598,112.56 6,292,263.79
-1,247,154.05 -1,338,626.74
4,350,958.51 4,953,637.05

Some employees of the Company retired from
employment prior to their statutory retirement age.
According to the requirements of the early retirement
plan of the Company, from the date of ceasing service
provision up to their respective statutory retirement
dates, such employee salary as proposed salary and
social insurance for early retirement employees were
recognised at their discounted present value as
provisions and were included in current administrative
expenses (“early retirement expenses”). The discount
rate selected by the Company represented the interest
rate of national bonds having the same credit term
with early retirement plan of the Company.

30. Special payables

Bl - or KE:ARK
Unit: RMB
B65E FHEM AHHD BABE FARR
Increase Decrease
Opening during during Closing
balance  the period  the period balance Causes

BAEREIHEDBRNEDRBERREHT

HAp g -

i

BBV BIEAREERNELZ BHEER
RIS L BRI & T B 55T hn iR ik B 2 45
BEENETERABEEORKEKRNE
) (BEEFL[2007]115%) » s EMHZKIESR
BERILEERE  BERTHRAEERR
BARE - MR EKH &%%LMMEW
l%§$% FEAFT R R R ERER

o A T%ﬁAEWULLLMMWE
m@@mﬁlﬁkkimﬁﬁlﬂ*@%
TEREFTMEITRE  TRABZERK
BERREARSMRRF o RFEMZAT © &
NEEREFER - BREIARFREIA
BIFMEN R - B 1E2016F6 308 + AR
AMNARKEZEHAEERRERESH
BF - BHREHAESR -

Tax refund for import tariff and
import VAT for key parts of machine tools  20,947,539.29 -

- 2094753929 RiE

Other explanations:

Note:

Pursuant to the stipulations of the “Notice from the Ministry
of Finance, National Development Reform Commission,
China Customs, State Administration of Taxation on Import
Duties Policy Related to Several Opinions on the Acceleration
of Revitalising the Equipment Manufacturing Industry” (Cai
Guan Shui [2007] No. 11), the tax refund will be treated
as state investment, and should convert into state capital
within the specified time. If an enterprise cannot convert
the tax refund into state capital within the specified time,
it should return the refund to state treasury on time. The
Company committed that it would directly issue shares
to its state-owned substantial shareholders Shenji Group
and Yunnan Industrial Investment within two years after
receiving the tax refund and complete the procedure of
converting tax refund into state capital. Before that time,
the Company will treat it as special payables according to
accounting standards. As at 30 June 2016, the procedure of
converting tax refund into state capital was not completed
and the commitment period was exceeded.

- IR re T




31 AxtEE

32

31. Provisions
By or BE:ARK
Unit: RMB
AT HMARSHE ERRE
bi=ll= Item Opening balance Closing balance Causes
EREERE Warranty 7,312,879.51 4,225,960.44 Rt
note
&5t Total 7,312,879.51 4,225,960.44 /
H: O AEE-—ReRBESRRELHNYBEIR Note:  Generally, the Group provides after-sale quality service

HEREEMERE  HRREREHR
—FRHBRFBINEHERNRENEE
R AREL2EEARE - LERE
EREREREAEEBEA RAY LA FE
EHNERTEAENEMEERTER
FHER -

guarantee to its customers who buy machine tool products
from the Group. If the products have malfunction caused
by non-accident or quality problems within one year after
sale, the Group will provide free maintenance. The above
product quality warranty was made based on the Group
forecasted product quality warranty expenditures needed
to be undertaken for products sold during the period and
prior periods

3 I W 2% 32. Deferred income
B T BEARK
Unit: RMB
HO5E REEM rHED HABE FARR
Increase during ~ Decrease during
15 Item Opening balance the period the period  Closing balance  Causes
GEDES Sale and leaseback causing 1,026,502.11 - 102,650.10 92385201  #1
operating lease Note 1
B@E Government grants 125,237,099.72 13,437,829.39 14,939,999.99 123,734929.12  i#2
Note 2
At Total 126,263,601.83 13,437,829.39 15,042,650.09 124,658,781.13  /
g1 RERE - ERBEREARRQFN20014F Note 1: Deferred income-sale and leaseback were caused by the

TERIEEEZEYMLFEREE - @
TAERELHAE - AIALEREM L H(E
AEMNBMARREEEENEZZFKE
WS E20F T E BN IE E 4R 0K g R
2o 201656 A30H » AA A SFEET—
F e A FE R EE KR E205,300.00
T EB—FREPNERSEE(RN
265 e

Company’s lease of some buildings and structures and
land use rights after sale in 2001 and the lease constituted
operating lease. Therefore, the difference between the
income of selling premises and land use rights and the
original book value formed deferred income and would
be amortised by straight-line method within 20 years of
leasing period. As at 31 December, the Company treated the
deferred income of RMB205,300.00 which was forecasted
to be transferred to income statement within one year as
non-current liabilities due within one year. (Note VII. 26)
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a2 W RBIRHBMIER ¢

Note 2: Government grants:

oo

By T BE:ARK

Unit: RMB
AEHE AHTA HEERD/
&R BIRE BYSE  EXMALE BREE HHEREE
Amount
Additional recognized

Opening grant during as non-operating Closing Related to
Item balance the period income balance assets/income
EREESTHUBAMIRL 800,000.00 5 800,000.00 - BhsiRE
Vertical and horizontal machining center of high precision universal main spindle Related to income
BRAZER  REZARIEBNBRATRERAHT AT £,422,900.00 227,10000 - 465000000 EEEE
Research on key technical standards and test platform of Related to income
high-grade CNC machine tool, CNC system and functional component
BHBERRIRET 14,000,000.00 - 14,000,00000 - HREEE
Development project of intelligent manufacturing equipment Related to income
FURELBERENERR - 123442000 - 13442000 BlERE
Complete equipment of large aero-engine engine brake Related to income
ARRRIFHERABIHITEE S - 1,637,30000 - 163730000 B
Special fund for provincial constructive innovation type of Yunnan action plan Related to income
ARG S GUEE - 8,878,000.00 - 887800000 EEEE
Research and application of key technologies on high precision CNC jig Related to income
boring machine for processing of precision box-type parts
AEDHBDRRRI L ERREES T AR ER T EEY - 130,000.00 - 130,000.00 HER
Application demonstration base of aircraft structural parts on Related to income
flexible production line and production unit of domestic 5-axis CNC machine tool
BEUAANIROAIENTA 27,593,674.00 - - 2759367400 EERE
Technology innovation platform of precision vertical and horizontal machining center Related to income
BRSRLBRR R REBRAN 8,380,000.00 - - 838000000 ElEEE
Key technology for design and manufacture of high precision jig boring machines Related to income
THM- ¢ ZSIRZEAMT R 4,280,000.00 - - 428000000 EhEEE
THM- series precision horizontal machining center Related to income
KHC1002$ T RZAANIRL 14,037,725.52 - - 037755 EREEE
KHC100/2 double-station precision horizontal machining center Related to income
HBEBRBERROERR AR L& NERAR 5,000,000.00 - - 500000000 HhEEE
Innovation ability construction project of Technology Center in Related to income
Shenji Group Kunming Machine Tool Co., Ltd.
Bifdip tERE 13,043,334.00 - 139999.99  12,003334.01 HEEEE
Land use rights of Yanglin Base Related to income
ENGEERNE RERERRER 2,750,000.00 - - Q75000000 HEEEE
Project of plant and supporting facilities construction of heavy casting workshop Related to income
SRENRTERMERTAE-HIR 16,000,000.00 - - 16,000,00000 EhEEE
Phase one of the CNC heavy and precision machine tool manufacturing project Related to income
FEERBEREONROETHERTRREER S 1,000,000.00 S 1,000,00000 EhEEE
R&D project of blast-furnace top pressure recovery Related to income
radial-inward-flow turbine expander
it 14,929,466.20 331,009.39 - 1506047559 EhEEE
Others Related to income
Aif 1252370972 1343780930 1493999999 12373490912
Total

- IR re R




33 B 33. Share capital

34

35

36

Ay

v

By T BE:ARK
Unit: RMB
AREBEHE(+ )
Increase/decrease during the period
BIRE  RTHR BR ANEEER Eff gt HRGHE

Capital
reserve
Opening Issuance of Bonus  converted Closing
balance new shares shares  to shares Others  Sub-total balance
AREEBHR-BRLTAR Ordinary shares A shares 390,186,228.20 - s - - - 3018622820
SO EENSNE IR - B L HIR H shares 140,894,874.80 - - - - - 140,894,874.80
e Total 531,081,103.00 - - - - - 531,081,103.00
NN 34. Capital reserve
By T BE:ARK
Unit: RMB
HsE REE TEED HAME
Opening Increase during Decrease during Closing
EH Item balance the period the period balance
EREE(RAEE) Capital premium (share premium) 19,206,777.12 = - 19,206,777.12
HEALRTE Other capital reserves 558,254.05 = = 558,254.05
ait Total 19,765,031.17 - - 19,765,031.17
BBHAE 35. Surplus reserve
By BE:ARK
Unit: RMB
HsE REE TEED HARHE
Opening Increase during Decrease during Closing
EH Item balance the period the period balance
HERBAR Statutory surplus reserve 117,077,019.33 - - 117,077,019.33
ait Total 117,077,019.33 - - 117,077,019.33
7R 23 B A 36. Retained earnings
Bfy T BE:ARK
Unit: RMB
A i
EH Item Current period Last period
AR LEARR D EFE Retained earnings as at the end of
last period before adjustment 221,249,204.66 417,634,420.32
REBOROEFNEEHH Total of adjusted opening retained earnings
(8%+ - 385 -) - :
REEHDNRDEFE Retained earnings as at the beginning of
the period after adjustment 221,249,204.66 417,634,420.32
n: AHEBRESLRMEENFAE Add: Comprehensive income attributable to
shareholders of the Company -108,922,583.38 -19,380,580.56
HASR R 5 B 1) Retained earnings at the end of the period 112,326,621.28 398,253,839.76

3 AATR016FE6A30B Z2a o BAEAA  As at 30 June 2016, the Company’s distributable profit was
K #118,537,924.197t (20154128318 : A RMB118,537,924.19 (31 December 2015: RMB221,351,368.03)
R221,351,368.037T)
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37 - BEWANMEEREX

37.

Operating income and operating costs
BT K& ARK
Unit: RMB
LHREE

Amount occurred during
the last period

THELEE
Amount occurred during
the current period

KA KA KA KA

EH Item Income Cost Income Cost

THER Operating income from principal activities 251,354,342.82 195,411,679.63 477,447,985.11 373,812,054.01

Hi R Other operating income 1,819,803.20 1,513,793.00 4,000,422.38 2,902,591.15

At Total 253,174,146.02 196,925,472.63 481,448,407.49 376,714,645.16
38  BEMS R MID 38. Business taxes and surcharges

Bfy cor BE:ARK

Unit: RMB

RERE 4R LTHIR AR

Amount occurred Amount occurred

during the during the

HH Item current period last period

T M AR Urban maintenance and construction tax 214,566.31 2,423,783.02

B B Education surcharges 132,080.22 1,103,961.68

75 A &R 0 Local education surcharges 66,825.87 659,910.69

&&F Total 413,472.40 4,187,655.39

7 BEEED S RN SIRER R
AN 2=

39 - SHEER

39.

Note:

Selling and distribution expenses

For details of payment standards for business taxes and
surcharges, please see Note VI. Taxation.

By - BE:ARE

Unit: RMB

AHBAER LEHIBAERE

Amount occurred Amount occurred

during the during the

EHE Item current period last period
B T %57 Staff cost 12,449,849.45 16,011,288.37
me Commission 3,580,203.33 5,098,664.83
EE Shipping cost 3,942,685.51 923,899.56
EnEERE Warranty 2,705,082.54 5,487,077.08
EikE Travel expenses 1,812,337.22 1,445,966.82
HAh Others 8,342,226.70 8,438,581.18
At Total 32,832,384.75 37,405,477.84
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40 - EEER 40. General and administrative expenses
By oL BE:ARE

Unit: RMB

AREAR KR A4S

Amount occurred Amount occurred

during the during the

1HE Item current period last period
B8 T = B Staff cost 21,485,333.14 27,663,323.29
BEEERE Depreciation of fixed assets 5,384,363.52 5,474,297.76
A E Y Amortization of intangible assets 2,698,259.56 2,583,753.30
e Taxes 3,413,443.12 2,731,481.25
MrFEE R & D expenses 48,544,577.29 17,119,002.49
He Rent 3,144,738.63 2,496,015.55
= E Auditor’s fee 1,396,724.67 116,471.70
Hb Others 13,472,475.16 11,346,303.26
&t Total 99,539,915.09 69,530,648.60

41. Finance expenses

41 BIEEH
By BE: ARK

Unit: RMB

RERE 4 RE LTHIRARE

Amount occurred Amount occurred

during the during the

== Item current period last period

BRI EN SRIER S

Interest expenses on loans and

accounts payable

24,143,579.39

20,598,029.67

B BARMERF B H Less: interest expenses capitalized 2,009,997.81 5,077,852.01
2 WA Interest income -476,537.14 -337,762.81
SHIE W E 8 Net exchange loss 2,300,577.20 201,349.37
HuEeER Other financial expenses 369,546.64 1,253,442.76
&&F Total 24,327,168.28 16,637,206.98
2 AEHAHARBEEZERENMLLE Note:  The interest rate per annum, at which the borrowing cost

were capitalized for the current period by the Group was
4.90% (2015: 6.03%).

B E AL R 54.90% (20154 :6.03%) °

42  BEREEL% 42. Loss on impairment of assets
By or BE:ARK
Unit: RMB
AERA R L HRE AR
Amount occurred Amount occurred
during the during the
HE Item current period last period
FEU AR AR B 2k Bad debt loss on account receivable 25,813,100.41 19,513,712.30
Hib e iz R &k Bad debt loss on other receivables 1,754,259.95 833,852.25

Total

27,567,360.36

20,347,564.55
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43 - |RE W 43. Investment income
EST ¢ oo REEE - ARRE

Unit: RMB
AHB LR LA
Amount occurred Amount occurred
during the during the
HH Item current period last period
EREAZEN R Income from long-term equity investments
IS B W accounted for using the equity method -723,294.88 -887,637.46
44 - EEIPRA 44. Non-operating income
(1) ZRINIASIEEIGHEK - (1) Information of non-operating income
By - or KR ARK
Unit: RMB
STABHFLEY
THBEH LERER BRESH
Amount included
Amount occurred Amount occurred in extraordinary
during the during the  gains or losses for
EH Item current period last period the period
FRPEERENGAS Gain on disposal of non-current assets 357,259.92 288,389.93 357,259.92
Hh: BErBERENE Of which: gain on fixed assets disposal 357,259.92 288,389.93 357,259.92
EREREHRENE Gain on debt adjustments of
accounts payable 96,690.37 1,324,338.08 96,690.37
BREE (R TR  BF#BHEAR) Government grants 14,943,899.99 17,068,405.98 14,943,899.99
it Others 876,922.38 15,452.30 876,922.38
At Total 16,274,772.66 18,696,586.29 16,274,772.66
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Amount occurred

(2) EAERIEzmBIKATEE) (2) Government grants recognized through profit and loss
By T BE:ARK
Unit: RMB
REERE/
#EER THBESH LHRESE AUERE
Amount occurred Amount occurred
during the during the  Related to
Item current period last period  assets/income
BAREI 2008 L3 R 139,999.99 139,999.98 EEAZERH
200mu land use right of Yanglin base Related to assets
R EGKBHRKRAERABEKRRE LB 3,900.00 29,106.00 EYEEE
Fund appropriation subsidy of reclaimed water reuse from planed water supply Related to income
and water conservation office in Kunming
BRRERERERR 14,000,000.00 - EWERE
Development project of intelligent manufacturing equipment Related to income
RRESRIHUEMIH O 800,000.00 - EW#ERB
Vertical and horizontal machining center of high precision Related to income
universal main spindle
TGK46100m R E AR AL RER - 7,835,000.00 EUEEE
Grants for high precision TGK46100 horizontal jig boring machine tools project Related to income
XK28502 2 EF B R KT KA % - 2,000,000.00 EKFER
R & D granted for Xk2850 CNC gantry boring and milling machine Related to income
REREEERASEHERRRNAEREMER - 570,000.00 EMzIAR
Development and application project of key technologies for Related to income
green manufacturing of high-speed precision CNC machine tool
EHERRRERARTA N B REE - 100,000.00 EM#HIAH
Technology innovation strategic alliance of efficient precision machine tool Related to income
in Yunnan
EHERTEEAMIPLRITEIHER - 300,000.00  EEWEIAE
Technology innovation team of precision horizontal machining center in Yunnan Related to income
ERTRERMBBRELEAEL2014F)NERDE - 262,600.00 EKEEE
Kunming City Panlong District Finance Bureau working capital for Related to income
supporting production, 2014 foreign trade subsidy
RMEORZESR OB s - 300,000.00  EEIEE
RT160 precision heavy load numerical control rotary table Related to income
Efty - 5,531,700.00 EUFEA
Others Related to income
CE 14,943,899.99 17,068,405.98  /
Total
45 - EENZH 45. Non-operating expenses
By T BE:ARK
Unit: RMB
FTARMELRY
THRER LHREE BENEH

Amount included in

during the Amount occurred  extraordinary gains or
HH Item current period  during the last period losses for the period
FRHEERER%RA  Losses on disposal of non-current assets 338,902.42 27,526.42 338,902.42
Hb:EFEERERE  Of which: losses on disposal of fixed assets 338,902.42 27,526.42 338,902.42
Hit Others 95,535.32 934,620.19 95,535.32
CE Total 434,437.74 962,146.61 434,437.74
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46 - FRIEHER
(1) FrEHERX

46. Income tax expenses

(1)

Table of income tax expenses

By r BE: AR¥

Unit: RMB

Wit e o AR

Amount occurred Amount occurred

during the during the

IHEH Item current period last period

EHMREHE R Income tax expenses for the period = -30,975.37

EILFTSRE A Deferred income tax expenses 137,983.24 -3,380,559.15

= Total 137,983.24 -3,411,534.52

(2) E5FFEEATEF B E R (2) The reconciliation between accounting profit and income
tax expenses

BT BE:ARK

Unit: RMB

FHBEH LHRLEE

Amount occurred  Amount occurred

during the during the

EH Item current period last period

MEZES Total profit -113,314,587.45 -26,527,988.81

ii/mﬁﬁﬂ# METSHER  Income tax expenses calculated at statutory/applicable tax rates -28,328,646.86 -6,631,997.20

FERUANT E Effect of non-taxable income 180,823.72 -174,325.24

TAENNRA BEMBANZE  Effect of costs, expenses and loss not deductible for tax purposes 481,236.59 402,305.78

LN PRI %RSFE@TWD
ERERATANERNTE

ERNAARRETHEHEEN

ENERNTE

HEZENPE

gl

EERHZERE

FEHER

Effect of deductible temporary difference or deductible losses of
unrecognized deferred tax assets in the period
Effect of utilisation of previously unrecognised deductible loss on

33,665,664.18 10,128,779.14

deferred income tax assets - -7,428,028.14
Effects of different tax rates -91,988.83 2,232,355.01
Effects of items eligible for additional deduction -5,769,105.56 -1,877,621.85
Difference adjustment for making final settlement - -63,002.02
Income tax expenses 137,983.24 -3,411,534.52
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47 - BE&REKRIEB 47. Items of cash flow statement

(1). W F 69 H b ELAE &% B) 5 B A9 5 (1) Cash received relating to other operating activities
A 5
A7 .

By - r BE:ARK

Unit: RMB

AE B AERE FHAR L

Amount occurred Amount occurred

during the during the

IEH Item current period last period

U I By T 4 B 7R 08 Received government grants 13,437,829.39 7,667,552.00

SEAK Transactions inside the Group 219,705,911.20 =

EAfh Others 1,051,099.38 40,517.91

A&t Total 234,194,839.97 7,708,069.91

(2). 1B E M Ease & T B G B 27 (2) Cash paid relating to other operating activities
_\‘,% :

By o BE:ARK

Unit: RMB

RHRAERE FHiR AR

Amount occurred Amount occurred

during the during the

HE Item current period last period

nEEREE Warranty 5,145,294.48 6,416,980.33

ik Commission 1,576,898.95 379,000.00

EFEER Transactions inside the Group 43,515,536.20 -

HAftb Others 27,567,584.57 25,785,609.03

il Total 77,805,314.20 32,581,589.36

(3). YWEIEE B &L BB B r 2R (3) Cash received relating to other investing activities

AN
T

Bz:or BE:ARK

Unit: RMB

KEBAER FHIB AR

Amount occurred Amount occurred

during the during the

HE Item current period last period
WEIRFBE S Cash received for deposit 58,337,702.93 33,614,456.40
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(4).

(5).

(6).

S ITRIA M 81 B )% B) B A3 (4) Cash paid relating to other investing activities
&

BT KE:ARK

Unit: RMB
AHBAER EHIBAERE
Amount occurred Amount occurred
during the during the
HE Item current period last period
XNRES TR Cash paid for deposit 27,348,415.79 48,692,404.61
e 3| i) B At £ 58 B )F BN B B A 3 (5) Cash received relating to other financing activities
e
By - ox BE:ARK
Unit: RMB
RHEABE AR EHIBAERE
Amount occurred Amount occurred
during the during the
HE Item current period last period
W B 3K Cash received for temporary borrowings 148,792,500.00 -
S AE M EEE TE A BB (6) Cash paid relating to other financing activities
£
Bfy - or BE:ARK
Unit: RMB
AHR AR FHIB AR
Amount occurred Amount occurred
during the during the
HE Item current period last period
S EER Cash paid for temporary borrowings 45,000,000.00 -
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BAEH

48 - RERERWRER
(1). BEREXRFETEHN

48. Related information of cash flow statement

(1) Supplementary information on cash flow statement

Supplementary information

B ;T

rHER
Amount occurred
during the
current period

BHE - ARKE
Unit: RMB
tHew
Amount occurred
during the

last period

KRAERGALETHRERE 1:

A

- BEREER
EEEERE

B EEGR
REGEEREH
REBTEERK
EE AERBERR
HBER

RERX
EEMEREERD
FRHED
FenRBERNED
B2 ERIRR B3R
Efty
BEETHELNRERERR

THRAERXMEARENELRED | 2.

EBBRER
—ERE RN ER LR

HEBABTEE

BeREGSENTEBRER 3

R HRRE

B RErBN5E

m: ReSENNIREE
B R SENNHNGE
ReRAREENFEME

Reconciliation of net profit to

cash flows from operating activities
Net profit
Add: Provision for impairment of assets
Depreciation of fixed assets
Amortization of intangible assets
Amortization of long-term deferred expenses
Loss on disposal of fixed assets
Loss on scrapping of fixed assets
Finance expense
Investment loss
Decrease in deferred tax assets
Decrease in inventories
Decrease in operating receivable
Increase in operating payable
Others
Net cash flows from operating activities
Major investing and financing activities

not involving cash settlements:
Conversion of debt into capital
Convertible corporate bonds due

within one year

Finance leased fixed assets
Net change in cash and cash equivalents:
Closing balance of cash
Less: Opening balance of cash
Add: Cash equivalents closing balance
Less: Cash equivalents opening balance
Net increase in cash and cash equivalents

-113,452,570.69
27,567,360.36
22,814,381.52

3,394,988.58
120,655.76
-19,389.50
1,032.00
21,961,387.03
723,294.88
137,983.24
-27,541,513.07
31,158,893.51
109,739,142.78

76,605,646.40

55,266,015.48
71,288,005.75

-16,021,990.27

-23,116,454.29
20,347,564.55
23,413,621.20

3,280,482.33
189,151.26
-260,863.51

14,940,817.80
887,637.46
-3,380,559.11
-16,181,820.24
-93,983,992.02
-27,894,471.88

-101,758,886.45

79,726,651.59
124,210,047.71

-44,483,396.12
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(2) HzMHEzFEYHIIEL (2) Composition of cash and cash equivalents
By o0 KE: AR¥
Unit: RMB
BAReRE BiE
EHR Item Closing balance  Opening balance
- HE . Cash 55,266,015.48 79,726,651.59

A EFEE
A BERT AR X (RO IRTT

Of which: Treasury cash
Bank Deposits available

on demand

ZoBRASRREEENRE I.

Hep: BRASREBRAFLARIER
XBHRe MRS EEYD

i ReENReSERIeAKE®ER
HEHORENRSEEY -

49 - IARERERAEZZRHNEE

Balance of cash and cash
equivalent as at end of period
use restricted cash and cash equivalent

of the Company or subsidiaries

170,003.92

55,096,011.56

55,266,015.48

651,986.71

79,074,631.42

71,288,005.75

Note: Use restricted cash and cash equivalents of the Group

is not included in cash and cash equivalents.

49. Assets with ownership or use right restrictions

By oo BE:ARK

Unit: RMB
HARREEE HOEHEE ZREE
Closing Opening
EHE Item balance balance Reason of restriction
g¥Ee Cash at bank and on hand 18,911,429.41 49.900,716.55 FNEM
Pledged
[ E Bills receivable 5,170,570.00 9,197,755.00 /
Hrep: B E5AE  Of which: Endorsed or discounted 5,170,570.00 9,197,755.00 EEEHER
HEALES commercial acceptance bills Endorsed or discounted
BEEE Fixed assets 23,329,517.73 72,433,231.52 FREE
Pledged
B EE Intangible assets 104,495,463.84  105,653,279.88 AR EH
Pledged
B Total 151,906,980.98  237,184,982.95 /
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50 HAEEEMEMIER

50. Foreign currency items

Bz T
Unit: RMB
HRITE
HAR NS BR R EE=R AR
Closing foreign Closing balance
HE Item currency balance Exchange rate in RMB
B ES Cash at bank and on hand
Hep @ X7T Of which: USD 110,762.44 6.6312 734,487.89
BT EUR 13,839.33 7.3750 102,065.06
B HKD 6,418,354.84 0.8547 5,485,767.88
JE L BR 3K Accounts receivable
Heh: E5T Of which: USD 28.00 6.6312 185.67
BT EUR 36,718.27 7.3750 270,797.24
H fth fE A 3K Other payables
BT EUR 16,327,813.21 7.3750 120,417,622.42
N~ EHMERPHES VIII. DISCLOSURE OF EQUITY IN OTHER ENTITIES
1 EFRFIHPHESR 1. Interests in subsidiary
(1). PEFEEFEKX (1) Composition of the Group
BRIAI(%)
Percentage of
shareholding (%)
FREER TTRE  HEf &R XBHE B AR BEAd
Principal place Place of Registered
Name of subsidiary ~of business  registration Capital ~ Nature of business Directly Indirectly Method of acquisition
AZER(H) BZ A% ARE  BEBZIERREAORE & 45 - FR-BHTHARAMN
50000000 EEMHEE
Xi'an Ser (note) Xi'an Xi'an RMB50 million  Development, design, production and 45 - Business combination not
sales of compressor series products under common control
and accessories
ROER &Y &Y ARE  BEBZIERREAORE R - 100 FR-EHTaRAMN
100000000 AEMHE
Changsha Ser Changsha Changsha RMB10 million  Development, design, production and - 100 Business combination not
sales of compressor series products under common control
and accessories
EREE(H) EH EH BT BRZIERREGHRT &3 50 - ER-BHTHREAR
5000000 EENHE
Kunming TOS (note) Kunming Kunming EURO 5 million  Development, design, production and 50 - Business combination not
sales of machine tool series products under common control
and accessories
ERERBAREARLA B EH ARE  BREERREENRE R 100 - RERU
([EmRE) 3000000 EEMHE
General Machine Kunming Kunming RMB3 million  Development, design, production and 100 - Established through

sales of machine tool series products
and accessories

investments
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AAREALEBRUARERHBEINN
FORKELL |15 B57 14% @ RIR#E
LEBIRABBA A REHTEEMNE
BESMENFBUET - NA R
54 3 1 8 BB LAY BA TS N AR TR R
BTG WERHALZERAR
EREHMNEIFYEEZ AN #
EReEE AARAGHEREE
MEIEARRRZTFAA » WERAK

Note:

Both the percentage of voting rights of the Company
in Xi‘an Ser and Kunming TOS are 57.14% which
determined based on the percentage of voting rights
of the Company in the board of directors of the
investee companies. The Company has control over
the financial and operational decision-making of the
investee companies, and is able to exercise its power
over Xi'an Ser and Kunming TOS to influence the
amount of its attributable variable returns. Therefore,

RERE -

the Company has treated the investee companies
as its subsidiaries and adopted the cost method for

accounting.
(2). BEERFHEETFLA (2)  Major non wholly-owned subsidiaries
Bl r KE:ARK
Unit: RMB
DHRR RASER TBEEHURR BRIBRR
BRI DURRNER EEDRHNER RERHE
Percentage of  Profit attributable  Dividend declared Balance of

shareholding of
non-controlling

to non-controlling
shareholders for

to non-controlling
shareholders

non-controlling
interests at the end

FRAREH Name of subsidiary shareholders the period  during the period of the period

AEER Xi‘an Ser 55.00 -1,481,814.41 = -9,150,155.78

RVER Changsha Ser 55.00 -1,387,356.10 - 31,603,772.73

E R Kunming TOS 50.00 -1,658,575.32 = 40,288,453.46

(3). BEHFTEFRAINEZHKE (3)  Principal financial information on major non wholly-owned
£ subsidiaries

Bfy T BE:ARK

Unit: RMB

B B8R
Closing balance Opening balance

HEEE  fRDEE HCh HBRE  AREAE EL-Chy fHEE  ARBEE L-Ch RHRE  AREAR ECh

Non-current Total Current  Non-current Total Non-current Current  Non-current Total

F0A%E  Name of subsidiary Current assets assets assets liabilities liabilities liabilities ~ Current assets assets  Total assets liabilities liabilities liabilities

EZER Xi'an Ser 106,401,736.93  19,881,986.00 126,283,722.95  142,680,369.83 24000000 142,920369.83 115,511,223.66  19,686,49389 135,197,717.55  149,433,156.42 240,000.00  149,673,156.42

ROER Changsha Ser 168,995,012.20  38.276,503.97  207271,516.17 148810,111.20  1,000,000.00 149.810,111.20 177,863255.16  40,251,78099  218115,036.15 158,131,165.53 - 158,131,165.53

BREE  Kuming T0S WIGLI329 1273613 1063951950 2468812273 107448988 2576261261 9TTNI2004  BSB0SHN2 1113096028 53112826 LIM36AT 2741557

FHRER LBREE
Amount occurred during the current period Amount occurred during the last period

&& feig &4 fery

LEL0N AR hs8E RenE RPN R et BenE

Total Cash flow Total Cash flow

Operating comprehensive from operating Operating comprehensive from operating

FAF%E®  Name of subsidiary income Net profit income activities income Net profit income activities

BREM WS 28,534,679.65  -2,694,208.01  -2,694,208.01  -2,842,349.86  54,970,774.69  -5432,47434  -5432,47434  -3,912,269.72

ROER  Changsha Ser 25,609,458.12  -2,522,465.64  -2,522,465.64  -1,374,749.59  59,333,230.65 229,646.40 229,646.40  -6,263,407.49

RHES  Kuming T0S 6,519,576.44  -3317,150.64  -3,317,150.64  3,926,537.21 11,005582.70  -2,417,285.99  -2,417,285.99  6,666,079.11
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2. ERELEIBPWELETHES 2.

Interests in joint ventures and associated companies

(1) EERBE TR (1) Major associated company:
By T BE:ARK
Unit: RMB
IR BI(%)
Percentage of
IE shareholdings (%)  HEELXIBWELE
BELXER g it EBME EE B RENSHEESE
Accounting method for
Principal investments in
place of Place of Nature of joint ventures or
Name of enterprise business registration business Directly  Indirectly associated company
[iEsirs; i [ RERPE 23.33 - B&%
HERE
Xi'an Ruite Xi'an Xi'an Production and Equity method
sales of laser
prototyping
machine
(2). BN BRI R (= 8 (2)  Principal financial information on the major associated
company
Bfy T BE:ARK
Unit: RMB
MARBE/ANREE D088/ LERLEE
Closing balance/ Opening balance/
Amount occurred during Amount occurred during
the current period the last period
i3t [if:3ots
Xi'an Ruite Xi'an Ruite
REEE Current assets 55,099,764.91 71,454,938.52
FRBEE Non-current assets 70,926,874.40 66,436,750.57
BEAH Total assets 126,026,639.31 137,891,689.09
TEAR Current liabilities 20,160,100.12 30,177,414.69
FRBEER Non-current liabilities 42,919,900.00 41,667,800.00
BB Total liabilities 63,080,000.12 71,845,214.69
DERF Non-controlling interests 8,721,135.38 9,292,426.85
BERNEAAREER Equity attributable to shareholders of
the Company 54,225,503.81 56,754,047.55

BB P ENFEENR

SRS
- %%
~ABREKERAE

—Hit
HRELFERRENEEER
FELFRENRELR

RERENAAEE
EXHA
R

FekneR

Share of net assets calculated based on
percentage of shareholding
Adjustment items
- Gooduwill
- Unrealised profits and losses resulting
from internal transaction
- Others
Carrying amount of investment in associates
Fair value of associates equity investments
with publicly offer
Operating income
Net profit
Total comprehensive income

12,652,617.56 13,242,611.10

13,048,247.97 13,771,542.85

18,831,910.10
-3,099,835.22
-3,099,835.22

33,481,851.99
-3,888,848.46
-3,888,848.46
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RISK RELATED TO FINANCIAL INSTRUMENTS

The Group is exposed to the following risks from financial
instruments during its ordinary activities: credit risk, liquidity
risk, interest rate risk and foreign exchange risk.

This information below presents about the Group’s exposure
to each of the above risks and their causes and the changes
during the year, the Group’s risk management objectives,
policies and processes, risk measurement methods and the
changes during the year etc..

Objective and policies of risk management

The objective of the Group's involvement in risk management
is to balance the risk and revenue and minimize the adverse
effects on financial results of the Group brought by the
financial risks. The Group’s risk management policies are
established to identify and analyze the risks confronted by the
Group, to set appropriate risk limits and control program, and
to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes
in market conditions and the Group's activities. The internal
audit department of the Group also examines whether the
exercise of internal control system meets the requirements
of risk management policies on periodical and random basis.

(1). Credit Risk

Credit risk refers to the risk of financial loss incurred to
one party of the financial instrument due to the other
party’s failure of performing its duty. The Group’s credit
risk is primarily attributable to monetary capital and
accounts receivables, etc.. Exposure to these credit risks
are monitored by management on an ongoing basis.

As the Group principally puts monetary funds excluding
cash to the financial institutions with good credit standing,
the management considers that there is no significant
credit risk and the Group will not incur loss from the
counterparty’s default.

In respect of receivables, the sales department of the Group
has established a credit policy under which individual
credit evaluations are performed on all customers to
determine the amount and term of credit. Credit grading
is depending on the financial condition, external grading
and bank credit record (if any). Generally, except for
deposit for warranty, all payments have to be paid by the
end of the negotiated credit term. The group authorized
credit term to customers according to their payment
records and transaction performance, generally, the credit
term will be one to three months. Normally, the Group
does not require collateral from customers.

Il 32 casEEessm6ERAT 206 FHEE
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2).

In monitoring customer credit risk, customers are grouped
according to some factors, such as ageing and maturity
date.

The accounts receivable of the Group and the Company
as at 30 June 2016 and 31st December 2015 that are
overdue but not impaired assessed via individual and
collective basis are not significant.

The credit risk of the Group is principally impacted by
self-characteristics of each customer other than their
industries or countries and areas where their businesses
operate. Therefore, significant concentration of credit
risk is principally attributable to individual customers’
significant accounts receivable. As at the date of balance
sheet, 21.57% (31 December 2015: 17.82%) of the total
accounts receivable and other receivables was due from
the Group’s top five buyers. Moreover, The Group's neither
overdue nor impaired accounts receivable mainly related
to those customers without default records recently.

The maximum exposure to credit risk is represented by
the carrying amount of each financial asset in the balance
sheet. The Group does not provide any other guarantees
resulted in credit risk exposure.

Liquidity risk

Liquidity refers to the risk of short of funds when
an enterprise performs its duty related to financial
liabilities. The Group and its subsidiaries are responsible
for their own cash management, including short-term
investment for surplus cash and the raising of loans
to satisfy expected cash demands (if the amount of
borrowings exceeds the preset limits, the approval
from the board of directors is required). On the other
hand, the Company also considers to negotiate with
the suppliers by requiring them to adjust some amount
of the debts, or using the measure of sale long ageing
accounts receivable to obtain money in advance to reduce
the pressure of cash flow of the Company. The Group’s
policy is to regularly monitor its short-term and long-
term liquidity requirements and its compliance with
lending covenants, to ensure that it maintains sufficient
reserves of cash, readily realizable marketable securities
and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements
in the short and longer term.

As at the balance sheet date, the residual contractual
term of the financial assets and liabilities of the Group
calculated at the undiscounted contractual cash flow
(including at contractual interest (in the case of floating
rate, at the prevailing interest as at the balance sheet
date) and their earliest date required to be repaid are
as follows:
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01656 ANBFTBNAREERE

As at 30 June 2016 undiscounted contractual cash flow

RS EREE 15828 25858 SENE A EERERRARE

Within one year Carrying amount

&R Item or on demand 1-2 years 2-5 years Over 5 years Total on balance sheet

REER Short term loans 418,074,842 47 - - - 418,074,842.47  407,500,000.00

ENER Bills payable 40,893,788.23 - - - 40,893,788.23 40,893,788.23
EREFREMENT  Accounts payable and

other payables 905,934,573.36 - - - 90593457336 903,786,373.36

REET Long-term borrowings 55,894,115.63 4,001,598.51 82,333,954.57 - 142,229,668.71  131,665,275.66

REERH Long-term payable 342,168.88 342,168.88 1,026,500.64 171,084.45 1,881,928.85 1,172,649.95

aif Total 1,421,139,588.57 431376139 8336046121 171,084.45 1,509,014,901.62  1,485,018,087.20

WISENANBRARNGARERE
As at 31 December 2015 undiscounted contractual cash flow

1ERGEREE 15528 15558 SENE Ait BERERRERE

Within one year Carrying amount

&R Item or on demand 1-2 years 2-5 years Over 5 years Total on balance sheet

REEH Short term loans 411,749,812.85 - - - 411,749,81285  400,600,000.00

EES Bills payable 123,265,837.23 - - - 12326583723 123,265,837.23
ERETRAMENT  Accounts payable and

other payables 603,385,651.71 - - - 603,385,651.71  603,385,651.71

REET Long-term borrowings 211,052,063.30 5442469177 81,507,415.58 - 346,984,170.65  329,005,572.45

RO Long-term payable 10,646,259.94 34216888 1,026,507.66 302,168.88 1235710536 11,419,166.11

it Total 1360,099,625.03  54,766,860.65  82,533923.24 342,168.88  1,497,742,577.80  1,467,676,227.50

3 FIEKEE (3). Interest Rate Risk

BEMEMZIBNENTEEEHMTE
7 RIE AR B R A A EE N X E R

ERBREREMNXRER - AEBRED
IBIRIG HORTE B FEF R EE BRI R T
At p) - WimBEMEMEERE
FEEMBEEMFSHMNETAMES -
REBWARANTE S R T RS HH =
Rk -

(1) A+EBREEABEXRBRFE
METEemMITANT

O BEEMXE@TA:

The Group’s exposure to fair value interest rate risk and
cash flow interest rate risk mainly arise from interest-
bearing financial instruments with fixed rate and floating
rate. The Group determined the proportion of fixed
interest rate and floating interest rate risk based on the
market conditions and maintained an appropriate mix
of fixed interest rate and floating interest rate through
regular review and supervision. The Group did not hedge
interest rate risk with derivative financial instruments.

(a) The interest-bearing financial instruments held by
the Group as at the balance sheet date are as

follows:

@  Fixed interest rate financial instruments:

2016F6A30A 2015F 128318
30 June 2016 31 December 2015
BRAE Ex ] EBRA=E kx|
Real Real
BH Item interest rate Amount interest rate Amount
tHER Financial liabilities
—EHEx - short-term borrowings 4.35%-6.06%  -407,500,000.00 4.145%-6.72%  -400,600,000.00
LA Other payables
-&ER ~ temporary borrowings 4.35%-47.45%  -104,000,000.00 = =

Il 3¢ cusmesssn6sRAR 200 pHES
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@ FIMEREHMIA:

@  Floating interest rate financial instruments:

20166 A30H 201512 A31R
30 June 2016 31 December 2015
-1 il °8 ERA= £8
Real Real
ER Item interest rate Amount interest rate Amount
THEE Financial assets
-RFHES - monetary fund 035%  74,012,8%.57 035%  121,188,722.30
tRAR Financial liabilities
-REET - long-term borrowings 490%-4.99%  -131,665,275.66 4.75%-5.225%  -329,005,572.45
R - long-term payables
-ERERER - secured loans payables = = 5.69%  -10,139,911.61
At Total - -57,652,379.09 - -217,956,761.76

(2) BURMESMH

H E2016%F6A308 © FH b
BETENBRT  BEME
R TRFR2SEE S S e E

BAEEFHE &R RERR
LI RK122,511.317C

o

#H 12015¢12H31E| CEHE
hEETENBRT  REFM
$i%/TMEﬂ%%HAI
@Z$E.ﬁﬁﬂjlmﬁﬁy\$$¥ ﬂ
L/ 1IN A R#463,158.127T °
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Sensitivity Analysis

As at 30 June 2016, if the interest rates had been 25
basis point higher/lower and all other variables held
constant, the net profit and shareholder equity of
the Group would decrease/increase RMB122,511.31.

As at 31st December 2015, if the interest rates
had been 25 basis point higher/lower and all
other variables held constant, the net profit and
shareholder equity of the Group would decrease/
increase RMB463,158.12.

The sensitivity analysis above indicates the
instantaneous change in the net profit and
shareholder equity that would arise assuming that
the change in interest rates had occurred at the
balance sheet date and had been applied to re-
measure those financial instruments held by the
Group which expose the Group to fair value interest
rate risk at the balance sheet date. In respect of the
exposure to cash flow interest rate risk arising from
floating rate non-derivative instruments held by the
Group at the balance sheet date, the impact on the
net profit and shareholder equity is estimated as an
annualised impact on interest expense or income
of such a change in interest rates. The analysis is
performed on the same basis for the prior year.

Foreign Exchange Risk

In

respect of accounts receivables and payables

denominated in foreign currencies other than the
functional currency, the Group ensures that its net
exposure is kept to an acceptable level by buying or
selling foreign currencies at spot rates when necessary
to address short-term imbalances.
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(a) The Group's exposure as at the balance sheet date
to currency risk arising from recognised major assets
or liabilities denominated in foreign currencies is as
follows. For presentation purposes, the amounts
of the exposure are shown in Renminbi, translated
using the spot rate at the balance sheet date.

2016564308 20155124318
30 June 2016 31 December 2015
MEHE  HEARYRE MEHE  TEARMEE
Foreign The conversion of Foreign The conversion of

HE Item currency balance RMB balance currency balance RMB balance
gHES Cash at bank and on hand

—B - EUR 13,839.33 102,065.06 19,550.73 138,716.34

—XT - UsD 110,762.44 734,487.89 34,703.07 225,347.86

- - HKD 6,418,354.84 5,485,767.88 7,693,915.80 6,445,962.66
eI Accounts receivable

-B - EUR 36,718.27 270,797.24 36,718.27 260,523.47

%7 - Ush 28.00 185.67 439.00 2,850.69
ERER Accounts payable

-Br - EUR - - -1,512,048.73  -10,728,288.15

-%n -UsD - - -23,942.14 -155,470.68

-BTx - JPY - - -129,092,000.00 -6,958,058.80
Etb MR Other payables

-En - EUR -16,327,813.21  -120,417,622.42 -104,151.84 -738,978.14
BERRRMOAE Total balance sheet exposure

-Br - EUR -16,277,255.61  -120,044,760.12 -1,559,931.57  -11,068,026.48

—-%T -UsSD 110,790.44 734,673.56 11,199.93 72,127.87

-Ax - JPY - - -129,092,000.00 -6,958,058.80

— R - HKD 6,418,354.84 5,485,767.88 7,693,915.80 6,445,962.66

AEBBEANARBEINE D
ERSHUT

(b) The exchange rates of RMB to foreign currency
applicable by the Group are as follows:

FHEXR BEHTEER

Reporting date

Average rate mid-spot rate
34 i BR i)
At the At the
Current end of beginning of
HE Item period  Last period the period the period
ETT usb 6.5624 6.1163 6.6312 6.4936
S JPY 0.0592 0.0507 0.0645 0.0539
B HKD 0.8463 0.7887 0.8547 0.8378
BT EUR 7.2351 7.1628 7.3750 7.0952
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Sensitivity analysis

Assuming all other risk variables other than exchange
rate remained constant, a 1% appreciation of the
RMB against the USD, Japanese yen, Euro and
HKD at balance sheet date would have increased
(decreased) shareholder equity and net profit by
the amount shown below, whose effect is in RMB
and translated using the spot rate at the balance
sheet date.

BRER FFE
HH Item Equity Net profit
20166 8308 As at 30 June 2016
ESH usD -6,244.73 -6,244.73
Bt JPY _ _
s HKD -46,629.03 -46,629.03
BT EUR 1,020,380.46 1,020,380.46
AEF Total 967,506.70 967,506.70
2015512 A831H As at 31 December 2015
ETT usb -618.19 -618.19
Bt JPY 59,143.50 59,143.50
s HKD -54,790.68 -54,790.68
BRI EUR 94,078.23 94,078.23
AEF Total 97,812.86 97,812.86

REERBERBE  EREHM
HERFITENARET > AR
BHEXT B BTHE%
MEXEBEARERZET %
BRRRERMBRAOE (M
ERITHEFEARBT WA
< o

tlERESTRBEREER
BRAERBFALES U

BHWEXHEERBRALASR
BEmAn mREXEBROE
MTARAETEFRFESLD -
E—FENITERRENR
RMITE -

A 1% depreciation of the RMB against the USD,
Japanese yen, Euro and HKD at balance sheet date
would have had the equal but opposite effect on
them to the amounts shown above, on the basis
that all other variables remain constant.

The above sensitivity analysis has been ascertained
assuming that the change in foreign exchange
rates had occurred at the balance sheet date and
had re-measured the exposure to foreign exchange
risk for financial instruments held by the Group at
that date. The analysis was performed on the same
assumption and method of the previous year.
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1 XAFWE-—KRBREER 1.
ISUNGIESE it ERNE
Name of Place of

parent company incorporation

Business nature

DISCLOSURE OF FAIR VALUE

Fair value of assets and liabilities measured at fair
value as at the end of the period

The Group had no financial assets or financial liabilities
measured at fair value.

The Group’s financial assets and financial liabilities mainly
include: cash at bank and on hand, receivables, payables and
available-for-sale financial assets. Given the above financial
assets and liabilities (other than equity investments which are
classified as available-for-sale financial assets) are expected
to be realized in a short term, the differences between their
carrying amounts and their fair values are insignificant. As
the fair value of equity investments which are classified as
available-for-sale financial assets cannot be obtained, the
Group and the Company measure such financial assets at costs.

RELATED PARTIES AND TRANSACTIONS

The largest shareholder of the Company
Bl ox KBE:ARKE

Unit: RMB

ISINCEIR (SENEIES]

EEHFR AEEHWRRE

&R HBI(%) HBI(%)

Shareholding ~ Voting right of

of the parent the parent

Registered company in company in

capital the Company (%) the Company (%)
(AE®, RMB)

1,556,480,000 25.08 25.08

Production and sales

of machine tools

TS E i BREERE
Shenyang Group China

2 FARAFNFRAEABER 2.
REEFRARNBRFLMEN 1 EF
NAPHE R

3 KXAAMBELERBR 3.

ACEEENARELHBELEFRME
N2 EBECEPOER

Subsidiaries of the Company

Please see Note VIII. 1 for information of equity in subsidiaries
of the Company.

Associated companies of the Company

Please see Note VIII. 2 for information of equity in associated
companies of the Company

- BRI e




H@B s R 4.

Information on other related parties

HAt B 5 2
HibRA® 5 =8 FERBE
Name of other related parties Related relationship
EmMATERE AAREZABE

Yunnan Industrial Investment Holding Group Co Ltd.

EHEREEELOERAR([E#ELD])

Yunnan Yun Ji Group Import and Export Co., Ltd.
("Yun Jil & E Co.")

CYEHE

Yunnan CY Group Co., Ltd. ("CY Group”)

52 3 - VNS

Kunming Kunji Group Co., Ltd. (“Kunji Group Co.")

EHEEMERERERAR([EEEENE])
Yunnan State-owned Assets Property Management Co., Ltd.
("Yunnan State-owned Assets Property”)
EHCYEEBE2RE([2E2ERK])
Yunnan CY (Group) Company Jinhui Spraying Factory
("Jinhui Spraying Factory”)
EHCYEERAREERESTLIESHL))
Yunnan CY Group Co., Ltd., Mechanical and
Electrical Products Trading Centre (“Trading Centre”)
BERARNDERAGREEER( P REEERR])
Shenyang Zhongjie Machine Tool Co., Ltd.
("Zhongjie machine tool”)
BERARDERAB(ESHEAK])
Shenyang Machine Tool Company Limited
("Shenyang Machine Tool")
R A
Shiess GmbH, Germany (“Shiess”)
BERAKNERBEREELAI(TKERK])
Shenyang Machine Tool Complete Sets Equipment Co., Ltd.
("Complete Sets Equipment”)
TREE
Shenji Group (Hong Kong) Ltd.
BGRAK(EE)RAMRRARA R (L#HAER])
Shenyang Machine Tool (Group) Design & Research Institute
("Shenji D&R Institute”)
[EE$irkss
Xi'an Ruite

The second largest shareholder of the Company
ARAFE-—ARRZ FAT
Subsidiary of the largest shareholder of the Company

ARAFE-RBRRZ FAT
Subsidiary of the largest shareholder of the Company
RRABEZRBREZFRAA
Subsidiary of the second largest shareholder
of the Company
ARBEZRBREZFRAT
Subsidiary of the second largest shareholder
of the Company
ARAFE-—ARBRRZ FAT
Subsidiary of the largest shareholder of the Company

ARBE-RBRRZFRA
Subsidiary of the largest shareholder of the Company

ARAFE-ARRZFAT
Subsidiary of the largest shareholder of the Company

ARAFE-ARRZ FAT
Subsidiary of the largest shareholder of the Company

ARAFE-ARBRRZ FAT
Subsidiary of the largest shareholder of the Company
ARAFE-ARRZFAT
Subsidiary of the largest shareholder of the Company

ARAFE-ARBRRZ FAT
Subsidiary of the largest shareholder of the Company
ARAE-—ARBRRZFAE
Subsidiary of the largest shareholder of the Company

ARAERE
Associated company of the Company
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(1). BBiEEm - REMZE XL

BX5

O REEG/ EXEBBELE

5. Related party transactions

(1) Purchase of goods, providing and receiving services

@ Table of purchase of goods/receiving services

By x BE: ARK

Unit: RMB
2}y BHIZAR AEAR AR TR
Nature of connected Amount occurred Amount occurred
Related party transaction this period last period
CY&RH REEm 9,369,579.37 -
CY Group Purchase of goods
TIBRER KRR m 332,722.95 1,010,962.36
Jinhui Spraying Factory Purchase of goods
&S MR REEm - 482,694.73
Shenyang Machine Tool Purchase of goods
LR T B REEm 2,847,775.21 -
Shenji D&R Institute Purchase of goods
R A A KEERm
Schiess Purchase of goods 794,550.04 -

@ HEER/IRHEBBERLE

@ Table of sales of goods/providing services
Bl or BE: ARK

Unit: RMB

B A BHXZAR AEAR AR LA

Nature of connected Amount occurred Amount occurred

Related party transaction this period last period

CY&RH & B 98,056,239.31 -
CY Group Sales of goods

RER % RMHEHE - 153,846.15

Complete Sets Equipment Providing services

(2). BHHEE T (2) Lease

By - ox BRE:ARK

Unit: RMB

HEFEB HEEEESE FHEANEEE LERINEES

Lease fee Lease fee

recognised recognised

Name of lessor Type of lease assets in the period in last period

EHEE T + 30 K 2,625,000.00 2,625,000.00

Kunji Group Co.

Land and Plant building

Bl 0 resEEesER6ERAT 2016 FHEE




(3). BB ERIER (3)

Guarantee to related parties
By KE:ARK

Unit: RMB
BRERB
ERAETTESE
Whether the
guarantee
completed

RREE RREBE RRIHME

R’&RA
TEEHE

Commencement
2015.03.26

Amount
50,000,000.00

Guarantor Expiration

2017.03.25 &
No
2016.10.18 &
No
2016.10.22 &
No
2016.11.09 &
No
2016.09.14 &
No
2017.0420 %
No
2017.0424 &
No
2017.04.26 &
No
2016.11.27 &
No
2017.06.24 &
No

Shenyang Machine Tool (Group)

TR EE Shenyang Machine Tool (Group) 20,000,000.00 2015.10.19

T EE Shenyang Machine Tool (Group) 15,000,000.00 2015.10.23

EE Shenyang Machine Tool (Group) 6,000,000.00 2015.11.10

L EE Shenyang Machine Tool (Group) 18,000,000.00 2016.03.18

LB EE Shenyang Machine Tool (Group) 30,000,000.00 2016.04.21

LR EE Shenyang Machine Tool (Group) 33,700,000.00 2016.04.25

L EE Shenyang Machine Tool (Group) 36,300,000.00 2016.04.27

TR EE Shenyang Machine Tool (Group) 32,000,000.00 2016.06.02

T EE Shenyang Machine Tool (Group) 30,000,000.00 2016.06.24

ABEERA DB RELORITER

544

Note:  Shenyang Machine Tool (Group) Company Limited

EHENEREEIRMIER - Hl1E2016
FeAEMEBERBAARYE
3.0018 7T(20154F12H31H : A
R#3.001870) « "R RIN2016%F
6A30BMEMEHERSBRBEEA
R#0.50{8 7T (2015%12 /4318 :
AR®050EIT) (2 RAMFEL -
18) o KR A F2016%F6530H B
SREBERNHBEAEARK0SIE
7L(2015%12A31H « AR¥2.50
Bor)(2RM&EL - 27) °

S EE AR QR AIELIRITERS
MR ERERMEER B L2016
FOAERMEREEBTEAARE
1.00187L (2015128318 : AR
#1.00187L) - KRR 2015%F12
A3EERBNEHERBEAAR
1,008 7L(20155E12A318 © A
R®¥0.80187L) (2 RMzxt 18) ©

(“Shenyang Group”) provided guarantee for the
Group's financing facilities secured from the Export-
Import Bank of China. As at 30 June 2016, the total
financing limit was RMB300 million (31 December
2015: RMB300 million). As at 30 June 2016, the
short-term loan used by the Company was RMB50
million (31 December 2015: RMB50 million) (note VII.
18). As at 30 June 2016, the long-term loan used by
the Company was RMB50 million (31 December 2015:
RMB250 million). (note VII. 27)

Shenyang Group provided guarantee for the Group’s
financing facilities secured from Hengfeng Bank. As at
30 June 2016, the total financing limit was RMB100
million (31 December 2015: RMB100 million). As
at 30 June 2016, the short-term loan used by the
Company was RMB100 million (31 December 2015:
RMB80 million). (note VII. 18)
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IR EEARNRRREZERITRER
FmEREEREER BL2016
FoAARMEBEEBEAARE
1.00f87t(2015F12A31H : AR
B1.00f8 L) ° AR A R2016%F6
A30RBIEMEHERBEAAR
#0.4118 (20155128318 : A
R¥0.4187L) (R A MzE+ 18) »

I EEARNRR AR BIRITED
MRt EREERMEER #2016
FOAARMEBEEBREAARE

Shenyang Group provided guarantee for the Group's
financing facilities secured from China Guangfa Bank. As
at 30 June 2016, the total financing limit was RMB100
million (31 December 2015: RMB100 million). As at 30
June 2016, the short-term loan used by the Company
was RMB41 million (31 December 2015: RMB41 million).
(note VII. 18)

Shenyang Group provided guarantee for the Group's
financing facilities secured from the Bank of
Communications. As at 30 June 2016, the total financing

2.50187L(2015F12A318 : AR
#0.00f8 L) o A2 A R2016%F6
A30RBEHNEHERBEAAR
#0.30f8 0(2015512A31H « A
R¥0.0087L) (2R M+ 18) °

limit was RMB250 million (31 December 2015: nil). As at
30 June 2016, the short-term loan used by the Company
was RMB30 million (31 December 2015: nil). (note VII. 18)

(4). BE et EEED (4) Related party providing/receiving fund
B A BHIXEAR AREAR KR FHAE LR
Nature of connected Amount occurred Amount occurred
Related party transaction this period last period
EHREE AT REES - RBFE 2,009,704.20 1,332,322.65
Kunji Group Provision of funds — other
expenses on behalf of
related parties
AHEE BISE® - ERN 84,000,000.00 -
Shenyang Group Receipt of funds — funding
transactions
LES BSE® —AERK 120,190,375.00 -
Shenji Group (Hong Kong) Ltd. Receipt of funds — funding
transactions
(5). BIREEA SR (5)  Emoluments of key management staff
By - Bir ME:ARK
Unit: RMB
AEA R4 KR FHAg AT
Amount occurred Amount occurred
EHAB Item this period last period
RAEE 12 A B SR Emoluments of key management staff 1,826,219.66 2,344,568.30
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6 BRI B FR 6.

Receivables and payables from/to related parties

(1). fEYIEH (1) Receivables from related parties
By cox BEARK
Unit: RMB
HRBE e
Closing balance Opening balance
BHHAMR FHBE BRER RERE BRER
Carrying  Provision for Carrying  Provision for
Item BEA Related parties amount bad debts amount bad debts
BIRES
Accounts receivable; EEAH Schiess 269,925.00 = 259,684.32 =
[iifrgiob= Xi'an Ruite 167,500.00 - 167,500.00 -
C(Y£E CY Group 81,619,360.00 - S S
EEHR Shenyang Machine Tool - - 60,000.00 -
EENN YunJi 1 & E Co - - 2,670.00 -
CHi Total 82,056,785.00 = 489,854.32 -
W -
Other receivables: EREKRER Kunji Group 3,342,474.53 - 1,332,770.33 -
At Total 3,342,474.53 - 1,332,770.33 -
EtERBERE
Other non-current assets: =B % Schiess 39,656,925.20 - 39,656,925.20 =
a3t Total 39,656,925.20 - 39,656,925.20 -
(2). EfIEH (2) Payables to related parties
By or BE:ARK
Unit: RMB
HB BB BRERE T HYARE R EE
30 June 31 December
Item BAEE S Related party 2016 2015
FERTBR X -
Accounts payable JtHHFZobr Shenji D&R Institute 2,332,328.00 =
SRS HE IR Shenyang Machine Tool 173,090.00 173,090.00
S EBRER Jinhui Spraying Factory 2,736,447 .44 2,721,218.56
EEA A Schiess 577,022.98 =
CYEE CY Group 10,962,407.86 -
T Total 16,781,296.28 2,894,308.36
TEU R
Advances from CYEE CY Group 1,500,000.00 28,004,640.00
customers 1 B 75 Hy Schiess 132,624.00 =
&5t Total 1,632,624.00 28,004,640.00
E AT
Other payables E#&£E 27 Kunji Group Co. 13,125,000.00 10,500,976.80
EHEEME  Yunnan State-owned Assets
Property 51,452.45 1,890.20
-1 SE Shenyang Group 84,000,000.00 30,000,000.00
ILHEE B Shenji Group (Hong Kong) Ltd.  120,190,375.00 -
&=t Total 217,366,827.45 40,502,867.00
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T2 RERBEEE
1 EERHEEE
(1) BXFRFE

Xll. COMMITMENTS AND CONTINGENCIES

1. Significant commitments

(1) Capital commitment

MAKE BRE

ER Item Closing balance Opening balance
BEITRMABTHMATZETHN  Construction contract signed but not implemented or

EEIRAR not fully implemented 74,995,595.98 80,594,131.53

EREBEARIHAETY
RATZBTNAERTIRAR
BRI LARERRTNEA R

NEMFT AR

Construction contract authorized but not signed or
not implemented or not fully implemented

Proprietary technology and patent licensing contract signed
and implementing or proposed to implement

221,105,294.17

42,241,312.67

225,169,049.44

42,241,312.67

&t Total

(2) BEHEAF

EEERBXRAL  AKEHINER
MAARMENEEHEANBRN

338,342,202.82 348,004,493.64

(2) Operating Lease commitments

As at the balance sheet date, the Company entered
into irrevocable operating lease contracts with external

™ companies as follows:
HAGBE HO5E
EH Item Closing balance Opening balance
TAHEBLHENSERENZE . Minimum lease payments under irrevocable operating leases:
BEARBRAKEIE The first year after balance sheet date 5,250,000.00 5,250,000.00
BEARBRAKELIF The second year after balance sheet date 5,250,000.00 5,250,000.00
BEABRAKEIF The third year after balance sheet date 5,250,000.00 5,250,000.00
DBEE In the years thereafter 12,250,000.00 14,875,000.00
At Total 28,000,000.00 30,625,000.00
2 REEH 2. Contingencies
ALEERN2016F6 A0 ERBEENXST As at 30 June 2016, the Group had no contingencies should
FE- be disclosed.

Tz BEERERAARSER
AEEEEEENEEARBRKARKRSESR -

XII1. SUBSEQUENT EVENT TO THE BALANCE SHEET DATE

The Group had no subsequent event to the balance sheet date
should be disclosed.

Il 44 cesEEesErR6ERAT 2016 FHEE




THHMEEEHE
2 EIEE

1 >

(1).

(2).

W& B E K IE & S IR

AREBRBAGABERE  BEEX
K R ER s IR HEE T H R RIS N ED
REABE D EAEKER  KAMERS D
M- BABENHBREBNELKD
B RHETFANERNSH > aRE
ﬂ“**ETHm&m&m 5 R BE T
TEBNERE - $EIEEF
H E%%ﬁ?ﬂ“%%%ﬁ1
REMEREER  7FEXEE -

&7 BB BT 1 B
RTFESEOMOFRERAELE

BlR AEEEEESEHRNEE
REDHMEE - AfF - WA BRAR
MERR BLEEENREERL
T

DHMEERERBRE D MOMAN
BREE - ﬁ%ﬁ/éfix HtRHIEE
REWHFBRERBDEE ETRES
BANRZPRERBSELNRERM

GHEE AL EEREE &Y
BERERETRDENEMEE -
DHEEERREBRNS DA EN

R FAWGRIE - RITERREFAE
&,

XIV.OTHER IMPORTANT EVENTS

1.

Segment information

(1)

(2)

Basis for determination and accounting policies

The Group has two reportable segments, which
are boring machines segment and turbo machines
segment, determined based on the structure of its
internal organisation, management requirements and
internal reporting system. Each reportable segment is a
separate business unit which offers different products
and services, and is managed separately because they
require different technology and marketing strategies.
The financial information of the different segments is
regularly reviewed by the Group’s management to make
decisions about resources to be allocated to each segment
and assess its performance.

Financial information of reporting segments

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s
management regularly reviews the assets, liabilities,
revenue, expenses and results of operations, attributable
to each reportable segment on the following bases:

Segment assets include all tangible and intangible
assets, receivables, advance payments, inventories and
other current assets belonging to segments but exclude
deferred tax assets resulting from unrealized gains and
losses of the Group’s internal transactions, long-term
equity investment and other undistributed corporate
assets. Segment liabilities include payables, advance
receipts, bank loans and estimated liabilities belonging
to segments.
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DEHEERRERESEASMELED
WA (BREHINZZ WA RS ZREH
RZWAN)  MBESESBELENE
A BERSOMNEERLNFE
MEHENBERL BEERBRE—
DR RITE R RBITERAELEDN
MBF KRR - DEBZHEKA
MEREBRREECHINZZEU
E’Jﬂ%?ﬂ?r%k . ZISE@]\f/\xﬁﬂ-ﬁﬁﬁW
B REEHFNOELESTOE -

ml:l H

T%;TBZE'EE’J$EIX1 HEDBE
EAKEEREEFERS DA
(BB - 15IR) - BEMARER
BRTTIEE  RERERTIH

/\_,\

Financial performance is operating income (including
operating income from external customers and inter-
segment operating income) after deducting expenses,
depreciation, amortisation and impairment losses
attributable to the individual segments, and interest
income and expense from cash balances and borrowings
managed directly by the segments. Inter-segment sales
are determined with reference to prices charged to
external parties for similar orders. Investment income and
directors’ remunerations are not allocated to individual
segments.

Information regarding the Group’s reportable segments
set out below is the measure of segment profit or
loss and segment assets and liabilities reviewed by the
chief operating decision maker or is otherwise regularly

BEFTHRHAASEEREREN : provided to the chief operating decision maker, even if
not included in the measure of segment profit or loss
and segment assets and liabilities:

BRERAD FERROEERRRIE ABBER FARER At
Boring machines Turbo machines Elimination between segments Unallocated items Total
13 i ] 54 i ] ¥ ji ] 54 i ] ¥ i
ER Item Current period Last period ~ Current period Last period Current period Last period ~ Current period Last period Current period Last period
EALELIN Operating income from
external customers 233,392,108.25 420,371,592.65 19782,037.17 61,076,814.84 - - - - 253,174,146.00 481,448,407.49
AEERIMA Inter segment operating income - - - - - - - - - -
HBENALLRNRENE Income from investment in
associates and joint ventures - - - - - - -123,294.88 -887,631.46 -123,294.88 -887,637.46
Impairment losses 27597.831.3 20,347,564.55 -30470.87 - - - - - 27,567,360.36 20,347,564.55
Depreciation and amortization 2410481382 13826,891.92 20051204 286721161 - - - - 26,330,025.86 26,694,103.53
Interest income from
bank deposits 471,499.09 313,138.38 5,038.05 1648 - - - - 476,537.14 337,762.81
flext Interest expense 21,101,018.26 14514743.08 103256332 1,005,434.58 - - - - 22,133,581.58 15,520,177.66
Jii) Profit efore income tax
(" for losses) -104,853,711.83 -19,725,066.45 -5,220,749.08 451867042 - - -3,240,126.54 Q28425194 11331458745 -26,527,988.81
FERER(FER Income tax expense
W - J5831) (" for tax credit) 643,879.69 -3,018,043.84 - 76,294.56 - - -505,896.45 -469,785.24 137,983.4 341153452
Net profit (" for net loss) -105,497,591.52 -16,707,022.61 -5,220,749.08 -4,594,964.98 - - -,734,230.09 181446670 -113,452,570.69 -13,116,454.29
Total assets 243185794826 2,602,426,471.08 0,113,143.42 318,619,639.41 -20,360,531.68 -19,661,143.39 14,465,490.63 14738869.36  2,696,076,050.63  2,916,123,836.46
Total liabilities 163852314364 1,536,310,580.36 241,806,625.62 153378, 74.43 -20,360,531.68 -19,661,143.39 - - 185996923758 1,770,027,711.40
Other items:
-TEERUA - Operating income 231,572,305.05 416,371,17027 19,782,037.17 61,076,814.84 - - - - 25135434282 477,447,985.11
-TERRRE - Operating cost 181,397,611.48 322,182,885.36 14,146,584.59 51,629,168.65 -132,516.44 -132,516.44 - - 195,411,679.63 313,679,531.57
-HBELENRIRERE - Long-term investment in
AAfhEspEz assciates and financial
assets avallable for sale - - - - - - 1419324797 14,641,926.92 14,193,247.97 14,641,926.92
-REARERENM - Increase i other
A ERBEEENE non-Curent asets
(BT J5IT) other than long-term
equity investments
(" for decrease) -18,768,356.23 18,009,529.24 -2,316,860.33 -2,905,104.40 -132,516.44 -132,516.44 - - 221773300 14971,908.40
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(3).

(4).

1 [ 15 8

AEERETRBERTIREEBREA
IR ZWANEFERBEE(TE
RemEE BYRFPEE  BREM
BHEE  TR)MNEERTR -#
IR BGBARBEZREXBEEER
MEPHMAEETE D - ERBE
ERRBREEBEMMEL(BREE
BEMS )OI HEEKNM
A (HEVEENBEMS XA E
REECENMAEMETE D

(3)

Geographic Information

The Group according to different regions presented
information which related to the revenue from external
customers and non-current assets (not including financial
assets, separate account, deferred tax assets, the same
below) in the table below. Revenue from external
customers is divided according to the customer’s location
of accepting service or purchase products. Whereas non-
current assets is divided according to physical location of
assets (for fixed assets) or location of assigned relevant
business (for intangible assets and goodwill) or location
of joint control enterprises and associate companies.

HINRZWALEEE
Revenue from external customers
¥ -
Amount occurred Amount occurred
Bl =X = ith B Country or region this period last period
B K e Mainland China 247,177,034.46  477,808,294.85
B BR Overseas 5,997,111.56 3,640,112.64
&5t Total 253,174,146.02 481,448,407.49

ARBAERE A E LN P BEAE
A o

TEERF

AHAEEREE-—XFPHKA
BRAEEBIKAI0%N TP
BIR(EB: 1R ) 2 2 XK B
REREBE ZEPERAS
%8 /598,056,239.317t( L+ Hi:
52,683,760.697T ) * {h AN & E2016
F1-6 AEEUWAR3S.73% (L8 :
10.94%) °

(4)

The Group’s non-current assets are all located in Mainland
China.

Major customers

The Group had one (last period: 1) single customer who
contributed more than 10% of the total revenue of
the Group and all such revenue was attributable to the
business segment of machine tools. The revenue from
such customer amounted to RMB98,056,239.31 (last
period: RMB52,683,760.69), accounting for 38.73% of
the operating revenue of the Group for the six months
ended 2016 (last period: 10.94%).
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11 BRI BRRETEEETRE XV. NOTES TO MAJOR FINANCIAL STATEMENT ITEMS
OF THE PARENT COMPANY

1 ERERX 1. Accounts receivable
(1). FEWEZ D ERE (1) Accounts receivable by category
Bl T BE:ARK
Unit: RMB
Ehi b3
Closing balance Opening halance
FERE HEEE BEnE HEER

Carrying amount Provision for bad debts Carrying amount Provision for bad debts
i (%) 88 HERA) BEEE Fi] tfi(%) 8 iRRAe) FafE
ER Type Amount  Proportion (%) Amount  Proportion (%) Book value Amount  Proportion (%) Amount  Proportion (%) Book value

Individually significant accounts
receivable with individual
bad debt provision 213,65,981.90 2561 9,445576.77 442 20421140513 193,867,999.19 131 9,645,851.89 498 184.222,14730

Bad debt provision for accounts

receivable by combination

with credit risk characters 620,752,847.20 7439 223,586,908.40 36,00 397,165,938.80  515,889,249.03 7269 197,868,155.26 3835 318,021,003.77

Eb: EREHE Of which: receivables from
third parties 430337,7M.30 5157 223,586,908.40 51,96 206,750,862.90  433,469,025.61 61,08 197,808,155.26 4565 235,600,87035

RUER AR Recelvables from
related parties 190,415,075.90 28] - - 19041507590 82,420,234 1161 = - 40234

ERSETENRER Individually not significant

HREEERNERES accounts receivable but with

individuzl bad debt provision - - - - - - - - - _

2% Tot 8344098910 10000 233032485, 0% MIIBG T0975,4820 10000 2075140075 VU U0
O HREBESEEARIWEIFFIR @ Individually significant accounts receivable with
ZIREEA EUAR individual bad debt provision as at the end of the
period:
By T BE:ARK
Unit: RMB
HAGBE
Closing balance
Bl BEER  HRLA EER
Accounts  Provision for Reasons for
EWEER (RE) Type receivable bad debts Proportion making provision
BEA\REZE Single accounts receivable over 213,656,981.90  9,445576.77 4.42% ERARFAFERERL
7008 THEUWERE.  RMB7,000,000 in machine Impairment occurred
tools business under individual

assessment method
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@ MHaw - BREDNIAFTIEE

@

In the group, making bad debt provision for accounts

B Y {2 1A B UK BR 2K receivable by ageing analysis:
Bf: T BE: ARE
B R R
Closing balance
JE W R BRER FHREAI
Accounts Provision for
IR e Ageing receivable bad debts Proportion
1E AR Within one year 82,894,036.73 4,144,701.84 5%
1226 1-2 years 124,199,531.59 37,259,859.48 30%
2E3F 2-3 years 85,427,559.27 51,256,535.56 60%
3EME Over three years 137,816,643.71 130,925,811.52 95%
&t Total 430,337,771.30  223,586,908.40 —
it REBERWERRAERAEL

FaEtH o

@ AT EAERR R

Note:  The ageing of accounts receivables is calculated

starting from the date of recognition.

® In the group, receivables due from related parties
1t FE WK BR X
BNAE BB R Ex-C] BRI EEBI(%)
Percentage of
total accounts
Name Relationship with the Group Amount receivable (%)
Eim A FRF] 107,885,630.60 12.93
General machine Subsidiary
CY&H ki) 81,619,360.00 9.78
CY Group Related party
B B2):pa) 269,925.00 0.03
Shiess Related party
ERRBHT FRF 237,781.42 0.03
Kunming TOS Subsidiary
ROER FRF 234,878.88 0.03
Changsha Ser Subsidiary
[iEs$intss licay 167,500.00 0.02
Xi'an Ruite Related party
CEn 190,415,075.90 22.82
Total

(2) Presentation of accounts receivable according to ageing

(2). EWIRF IR LS T

HiReR%E HYIeAEE
AR B Ageing Closing balance Opening balance
1R AR Within 1 year 351,700,059.75 386,240,454.66
12246 1-2 years 226,732,280.04 118,759,885.28
2E3%F 2-3 years 116,984,089.66 77,652,078.45
3FLAE Over 3 years 138,993,399.65 127,104,829.83
a5t Total 834,409,829.10  709,757,248.22

it - %%Q%HQ%%’\ R H A Note:  The ageing of accounts receivables is calculated
e starting from the date of recognition.
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(3). KEGETHE - YL [o] ot #2 [o] ) 2 AR VE
HIELR -
N OE IR B R EHE & B
25,587,478.027t : ANEAEE EZ ML
o] 5k 8% o] SR AR e o

(4). REA R AIHEE B iy ER IR E

(5). "R EBFEN BRI B
H) FEM RN

AARABERIRFBEHERK
BREMNAIZEUKERELZSSE A
190,758,782.697T * 15 FEUR BR R ERR
HEAFTEALL 522.86% @ HHIE
AHEM IR EBEAGEERSTE A
2,880,072.807T °

(3)

4)

(5)

The provision, recovery and reversal of bad debts during
the period

The provisions for bad debts amounted to
RMB25,587,478.02 during the year. The Group had no
significant recovered or reversed provisions for bad debts.

During the period, the Company had no significant
written-off accounts payable.

Top five accounts receivable by debtor as at the end of
the period

The Company’s top five balances of accounts receivable
at the end of the period totaled RMB190,758,782.69,
accounting for 22.86% of the Company’s total balance
of accounts receivable as at the end of the period, and
the aggregate provision for bad debts made accordingly
amounted to RMB2,880,072.80.

2 HMEWR 2. Other receivables
(1). AMEKFSIEHEE - (1) Analysis of other receivables by category
By T KE:ARK
Unit: RMB
gru8 HI5E
Closing balance Opening balance
FagE SRER ] BEER
Carrying amount Provision for bad debts Carrying amount Provision for bad debts
i ] tf(%e) 8 A FERE i (%) S8 HEAN KufE
£ Type Amount  Proportion (%) Amount ~ Proportion (%) Book value Amount  Proportion (%) Amount  Proportion (%)  Book value
ERSEERTERHR Individually significant other receivables with
R A individually dab debt provision - - - - -
Bad debt provision for other receivables by
combination with credit risk characters 26,313,085.16 9851 477612928 1815 2153699588 24,134,690.62 8451 2832,49.95 1174 21,302,44067
0f which: receivables due from third parties 13,.218,147.10 0949 477612928 .13 844201842 1170397319 4098 2832,249.9 120 881U
Receivables due from related parties 13,094,937.46 9.0 13,004937.46  12,430,717.43 353 - - 1807178
Individually not significant other receivables but
BREENE RIS with individually dab debt provision 397,754.10 149 39775410 442049316 1549 194444.40 439 420804876
aif Total 26,710,839.26 10000 4776,129.28 1788 2193470998  28557,183.78 10000 3,026,694.35 1060 25530489.43

- I BEEI Rt




MAREEIESESE AW EF @  No other receivables was individually significant and
RIERRE A H A FE WK o assessed individually for bad and doubtful debts at
the end of the period.

Hedh  RERIMETRE @ In the group, making bad debt provision for other
RRYE (R ) EL At JE KK - receivables by ageing analysis
Bl K& ARK
Unit: RMB
HIREREE
Closing balance
H th FE LK HIREE HE ]
Other Provision for
BB Ageing receivables bad debts  Proportion (%)
TR Within one year 8,028,477.89 401,423.89 5.00
1226 1-2 years 1,629,928.84 814,964.42 50.00
2E3F 2-3 years 2,606,233.20 2,606,233.20 100.00
3FME Over 3 years 953,507.77 953,507.77 100.00
S Total 13,218,147.70 4,776,129.28 -
BAT - FEU RIS 2E ® In the group, other receivables due from related
party
1t EL 4t & R
BUEE NN | RES &8 HBEEEBI(%)
Percentage
Relationship with of total other
Name the Group Amount receivables (%)
AL ER FRE] 9,113,652.80 34.12
Xi'an Ser Subsidiary
E#EERA 2)pal 3,342,474.53 12.51
Kunji Group Related party
ERRBEHT FAA] 638,810.13 2.39
Kunming TOS Subsidiary
B 13,094,937.46 49.02
Total
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(2). E bR RS ST 2)

fRie

Ageing

MR ERER

Closing balance

Presentation of other receivables according to ageing

SAFBRER

Opening balance

1 AR
1826
2E3fF
3FEMN

Within one year
1-2 years

2-3 years

Over 3 years

Total

10,756,410.39
3,738,909.01
3,696,544.10
8,518,975.76

12,212,655.99
7,704,832.03
800,869.65
7,838,826.11

26,710,839.26

28,557,183.78

i BREC B E M REUGREER B R R ia ET

st

Note: The ageing of other receivables is calculated starting
from the date of recognition.

(3). Iﬂiﬁf% » Y [o] 2t 83 [o] ) R B (3) The provision, recovery and reversal of bad debts during
HEIER - the year
Z}_X,Hﬂ§+}EE'Q?E§2E{%$§E1(749,434_93 The provision for bad debts during the period were
JC o AHE B E AU @ 8 mIE AR A RMB1,749,434.93 and there is no recovery and reversal
o of bad debts during the period.
(4). R ERIZ A M EWIEN - (4) No written-off other payables during the period.
(5). EfEKF K E I E 2GR (5) Other receivables by nature
By BE:ARK
Unit: RMB
HRRE SRR HY) AR TE 8R 5
FIEME Nature Closing balance Opening balance
e Deposit 4,348,460.00 4,222,888.00
Ehikn Petty cash 1,032,501.79 1,634,566.71
L VNEIRES Current account with related parties 13,094,937.46 12,430,717.43
eI Other expenses on behalf of related parties 799,169.34 1,274,180.90
BIFRELD Deposit for bidding 2,484,565.00 5,109,385.00
Hh Others 4,951,205.67 3,885,445.74
NGl Total 26,710,839.26 28,557,183.78

Il 2 cesEEessm6ERAT 2006 FHEE




(6). R TEFERIEIRE£BERI 715 (6) Top five other receivables by debtor as at the end of the

I E i EW K IE T period
Bl T KE:ARK
Unit: RMB
HEBERH
HRRR BRER
Efi£R RENKE HRAR Bk AHHMLA(%) HABE
Percentage of Balance of
total balance of provision for
other receivables bad debts at
at the end of the end of
Name of company Nature Closing balance Ageing the periodd (%) the period
BRER CEANGEDN 9,113,652.80  0-3FR3FU L 34.12 -
Xi'an Ser Current account with 0-3 years and
related parties over 3 years
ERRBEELA CLANGEDN 3,342,474.53 1E5R 1251 -
Kunji Group Current account with within 1 year
related parties
TEREAREERNERAT RES 2,364,800.00 1E5R 8.85 118,240.00
China Kangfu International Leasing Co., Ltd.  Deposit within 1 year
HIESHERNARAA RES 1,541,000.00 1-2% 5.77 770,500.00
Zhejiang Huijin Financial Leasing Co., Ltd. Deposit 1-2 years
AN IRRREEELIBRAR ER 1,022,649.00 1E5R 3.83 51,132.45
XCMG Import & Export Co., Ltd. Current account with others within 1 year
At / 17,384,576.33 / 65.08 939,872.45
Total
EfpRERE 3. Long-term equity investments

(1). REBRERETHE

(1) Long-term equity investments by category

BABE

Closing balance

REHE  AEEE

Ef7 T BE:ARE
Unit: RMB
BgE

Opening balance

REEE RESE  AEES REEE

Impairment Impairment
Carrying  provision Book Carrying  provision
ER Item amount made value amount made Book value
HTAARE Investments in subsidiaries  68,126,236.86 - 68,126,236.86  68,126,236.86 - 68,126,236.86
HEE  SEHERE  Investments in joint
ventures and associates  13,048,247.97 - 13,048,247.97  13,771,542.85 - 13,771,542.85
At Total 81,174,484.83 - 81,174,484.83  81,897,779.71 - 81,897,779.71
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(2). HIFRAEIRE (2) Investments in subsidiaries
BT ¢ g EEE o NERE
Unit: RMB
KR HEER
HABE REE M THED MRGBE BEER R

Impairment Closing
Increase Decrease provision balance of
Opening during during Closing made during  impairment
RREEN Subsidiary balance  the period  the period balance the year provision
BB Kunming TOS 43,432,971.01 - - 43,432,971.01 - -
AEER Xi‘an Ser 21,693,265.85 - - 21,693,265.85 - -
BRRE General Machine 3,000,000.00 - - 3,000,000.00 - -
Ch Total 68,126,236.86 - - 68,126,236.86 - -

(3). HHHEPERE (3) Investments in associates
Bl BE: ARK
Unit: RMB

AHEHEE
Changes in equity for the period
EERH
BRATERN Hisa it RERA it HEERE
HO%E  RNRE  HORE RERR hEEE  BEZ® SR HEER At BRGE HBRHE
Investment
income Impairment Closing
Recognized Declared  provision halance of
under the Other  Movement cash made impairment
Opening Additional ~ Decrease equity  comprehensive  of other dividends during Closing  investment
REEQ Investment company balance investment investment method income equity  or profits the period Others balance provision
i Xi‘an Ruite 13,771,542.85 = - 3,948 = = = = - 13,048,047.97 =
4 BEWAFZERA : 4. Operating income and operating costs
By oL BE:ARE
Unit: RMB
KERER rTHREE
Amount occurred this period Amount occurred last period

KA A KA A
EH Item Income Cost Income Cost
TEER Operating income from principal activities 243,275,809.52 194,802,956.47 406,646,956.13 315,206,811.76
HiER Other operating income 4,938,611.29 4,700,672.87 4,000,422.38 2,902,591.15
At Total 248,214,420.81  199,503,629.34  410,647,378.51  318,109,402.91

- B re R




5\

RE W= 5. Investment income

By T BE:ARK
Unit: RMB
THRER i
Amount occurred Amount occurred
HH Item this period last period

KA EGE R ARER & Was Income from long-term equity investments
accounted for using the cost method - 1,584,938.43

BRERENRARERE = Income from long-term equity investments
accounted for using the equity method -723,294.88 -887,637.46
AEf Total -723,294.88 697,300.97

2 EREMBEREEPHNETRTKRE KK
A [-IRTBRSEEE -

RARIEIELF I BETEB NEREKRB(A
RETESFNAREMBEEREERAESE
I ELFUER) (BEER%5[2008]43
) VR TE AT ©

Note: In the above table, positive number means profit or income,

negative means loss or expenses.

The Company defined the items of extraordinary gains or
losses under the requirement of Explanatory Announcement on
Information Disclosure for Companies Offering Their Securities
to the Public No.1 — Extraordinary Gains or Losses (CSRC

Announcement [2008] 43).

TR HHRER XVI.SUPPLEMENTARY INFORMATION
1 ENFKSEMERBAAR 1. Details of extraordinary profit or loss
By T HME:ARK
Unit: RMB
-]
1BH Item Amount
ERDEEREER Profit & loss on disposal of non-current asset 18,357.50

MREE S EEA A
RUCRE Bk

ATAE BRI HE (RE
BOME  BRERG—1RE
EEFXNBTHBIRIN

E$ 3
EBHK

Tax return/exemption with ultra vires
approval/or no official approval

Government grant taken into profit or loss of
the period (except for those closely related to
business of the company and those granted by

the government in fixed amount or
quantity according national standards)

EHARER
=W 0E
ERIMIARI

LEBRERTER

Total

Profit or loss on debt restructuring
Other non-operating incomes and

expenses except for the above-mentioned
Effect of non-controlling interests

14,943,899.99
96,690.37

781,387.06
-435,273.36

15,405,061.56
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2. REEWRERERNE 2. Return on net assets and earnings per share

S E
Earnings per share (RMB/share)

MEFIFEE
K (%) EXxsRUE RESRKE
Weighted
average Basic Diluted
return on earnings earnings
HEWFE Profit for the period net assets(%) per share per share
SENATEBAIAERFRNE Net profit attributable to ordinary
shareholders of the Company -13.05 -0.21 -0.21
MBRECEHBZEEBR Net profit attributable to ordinary
N T 3 I R S S shareholders of the Company after
deduction of extraordinary profit or loss -14.89 -0.23 -0.23
h BEXHEH IX. DOCUMENTS AVAILABLE FOR INSPECTION
1. HERIEEREZA  RAMBEE 1. Financial statements signed and stamped by legal
ABBZWEENT B@E representative and financial officer of the Company
2. WERARNEHPEIEGEERA LA 2. Original copy of all documents and the drafts of
F#EEBANABE ARG ERRA announcements as disclosed in newspapers as specified
HRTE by the CSRC during the reporting period
3. 2016FH¥FERSE 3. 2016 Interim Report
4. EE SREEABE2016FFF 4. Written confirmation for the 2016 Interim Report by
ERENEMERER directors and senior management officers
5. EEeHERERIMQ016FFF 5.  Written approval by supervisory committee for 2016
ERENEMEZER Interim Report prepared by the Board
EER:IH Shenji Group Kunming Machine Tool Co., Ltd.
MHEERHABKREBERA S Wang Xing Chairman
EEgERXAE  2016F8A30H 30th August 2016
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