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Announcement on Expected Loss in the Annual Results of 2015

This announcement is made pursuant to the Rule 13.09(2)(a) and 13.10B of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited and Inside Information
Provisions under Part XIVA of the Securities and Futures Ordinance 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. Period of estimated results: 1 January 2015 to 31 December 2015.

2. Estimated Results: Based on the preliminary estimates by the finance department of Company,
it is estimated that the Company would have a loss in the annual results of 2015. The net profit
attributable to equity holders of the Company for the period of 2015 is expected to negative
RMB80 million.

3. Certified public accountants did not issue specific instructions on the Company’s forecast in
the annual results of 2015.

Since the audit is still in progress, the information has not been recognized by the Company’s
auditor.

I1. Profit results for the same period of last year

1. Net profit attributable to equity shareholders of the Company: negative RMB204,091,300
dollars;

2. Earnings per share: negative RMBO0.38 dollar.
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I11. Reasons for the loss

3.

In 2015, the overall economy growth of China slowed down, resulting in excess capacity in a
number of industries, and shrinking size and weaker profitability in traditional manufacturing
businesses. The lack of demand in the machine tool market brought along fierce competitions
in price. Against the back drop of industry sluggishness, the main obstacles in the operating
activities of the Company are: a lack of momentum in the later stage markets, unsatisfactory
payment collection, continued tight cash flows, and heightened pressure in collecting
receivables. The operating results of the holding subsidiaries of the Company decreased. After
preliminary calculation by the finance department of Company, it is estimated that the
Company would have a loss in the annual results of 2015. The net profit attributable to equity
holders of the Company for the period of 2015 is expected to negative RMB80 million.

IV. Other explanations

1.

Since the workloads on final approach of the Company’s annual results are large, according to
previous years’ experience, major issues should be completed in early March. The presently
made annual results forecast preliminary calculation is based on the current information.

The above forecast information is based on preliminary calculation. The audit has not been
completed. Detail and accurate financial information will be subject to the disclosed
information in the audited annual report 2015 by the Company.

Since the Company had a loss in 2014, should the Company’s audit results of 2015 be a loss,
according to the Listing Rules (of Shanghai Stock Exchange), if the Company had consecutive
losses in the last two years, it will be implemented delisting risk warning (*ST). Therefore,
investors are advised to invest cautiously and pay attention to risks!

Board of Directors
Shenji Group Kunming Machine Tool Company Limited

Kunming, PRC, 29 January 2016
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