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Announcement on Expected Decrease in the Annual Results of 2012

This announcement is made pursuant to the Rule 13.09 and 13.10B of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited for simultaneous
release of information in Shanghai and Hong Kong.

The board of directors (the “Board”) of Shenji Group Kunming Machine Tool Company
Limited (the “Company”) and all members of the Board warrant that there are no false
representations, misleading statements and material omissions in this announcement, and are
severally and jointly responsible for the authenticity, accuracy and completeness of the
content herein.

I. Estimated results for the current period

1. Estimated Results Period: From 1 January 2012 to 31 December 2012,

2. Estimated Results: Based on the preliminary estimates by the Company, it is estimated
that the net profit attributable to equity holders of the Company for the period of 2012
may decrease by over 50% as compared to the corresponding period last year.

3. The estimated results have not been reviewed or audited by certified public accountants.

I1. Profit results for the same period of last year
1. Net profit: RMB54,567,100 dollars;
2. Diluted earnings per share: RMBO0.10 dollar.

I11. Reasons for the profit decrease
During the current period, the market was shrinking. Orders decreased and products
competition intensified. Labor cost and material cost increased. Meanwhile, the results




included the assets impairment losses formed by the provision for bad debt for the accounts
receivable for the current period. Net cash flow from production activity decreased. All above
elements lead to the profitability decreased.

IV. Other explanations

The estimated results were based on the preliminary estimates by the Company. Detail
financial information will be disclosed in the annual report 2012 by the Company. Investors
are advised to pay attention to the investment risks.
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