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SUMMARY OF INTERIM REPORT

FOR THE SIX MONTHS ENDED JUNE 30, 2011

§1 IMPORTANT NOTICE
1.1 The Board of Directors, the Supervisory Committee, the directors, the supervisors and senior management of Guangzhou Shipyard International Company Limited (“the Company”) declare that there are no false statements, misleading information or material omissions in the interim report for the six months ended June 30, 2011 (the “Report”). The directors, supervisors and senior management are jointly and severally responsible for the authenticity, accuracy and integrity of the contents of the Report.
1.2 All the directors, including independent non-executive director Mr. Poon Chiu Kwok who acted as proxy of independent non-executive director Mr. Qiu Jiachen, attended the second meeting of the seventh term of the Board of Directors held on August 23, 2011, at which the Report was approved by unanimous vote.

1.3 Mr. Chen Jingqi, Chairman of the Board of Directors, Mr. Chen Liping, Chief Accountant of the Company and Mr. Hou Zengquan, Manager of Financial Center of the Company, declare and confirm the authenticity and completeness of the financial reports included in the Report.
1.4 The financial data contained in the Report is prepared by the Company in accordance with PRC Accounting Standards for Business Enterprises and Relevant Regulations (“PRC Accounting Standards and Regulations”), and the financial reports have been reviewed and confirmed by the Audit Committee.

1.5 The Company has no capital appropriated by the controlling shareholder or connected parties, and has not provided any external guarantees in violation of the Company’s decision-making procedures during the period under review.

1.6 The Report is prepared in both Chinese and English. In the event that different interpretation occurs, the Chinese version shall prevail.
1.7 This announcement is a summary of the Report. Investors are advised to read the full text of the Report for details.
1.8 This announcement is made pursuant to Rule 13.09 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

§2  OVERVIEW OF THE COMPANY
2.1 BRIEF INTRODUCTION

 XE "2.1 基本情况简介"
	Stock Abbreviation
	Guangzhou Shipyard International
	Guangzhou Shipyard International

	Stock Code 
	600685
	00317

	Place of Listing Shares
	Shanghai Stock Exchange 
	The Stock Exchange of Hong Kong Limited

	
	Company Secretary 
	Authorized Securities Representative

	Name
	Mr. Li Zhidong
	Ms. Yang Ping

	Address
	40 South Fangcun Main Road, Liwan District, Guangzhou, P.R.C

	Telephone
	(8620) 81891712 ext. 2962
	(8620) 81891712 ext. 2995

	Facsimile
	(8620) 81891575 

	E-mail
	lzd@chinagsi.com 
	yangping@chinagsi.com 


2.2 MAJOR FINANCIAL DATA AND INDICATORS

Unit: RMB  XE "2.2 主要财务数据和指标"
	Items
	Unaudited

As at June 30, 2011 (Consolidated)
	Audited

As at December 31, 2010 (Consolidated)
	Change (%)

	Total assets
	12,540,038,700.95
	12,157,451,995.38
	3.15

	Current assets 
	10,330,001,620.13
	10,046,059,896.08
	2.83

	Current liabilities 
	7,294,877,290.81
	7,523,884,790.57
	-3.04

	Owners’ equity attributable to shareholders
	3,877,664,850.09
	3,663,019,478.60
	5.86

	Net assets per share attributable to shareholders

（before conversion of the capital reserve）
	7.84
	7.40
	5.86

	Net assets per share attributable to shareholders

（after conversion of the capital reserve）
	6.03
	5.70
	5.86

	Gearing ratios (%)
	68.35
	69.10
	-1.09

	Items
	Unaudited

For six months ended June 30
	Change (%)

	
	2011 (Consolidated)
	2010 (Consolidated)
	

	Operating profit
	271,994,521.09 
	310,752,647.94 
	-12.47 

	Total profit
	316,343,555.07 
	402,703,975.85 
	-21.45 

	Net profit attributable to parent company
	263,385,863.96 
	341,324,211.36 
	-22.83 

	Net profit attributable to parent company after deduction of exceptional items 
	233,301,630.10
	331,643,172.46
	-29.65

	Basic earnings per share

（before conversion of the capital reserve）
	 0.53 
	0.69
	-22.83

	Basic earnings per share

（after conversion of the capital reserve）
	0.41
	0.53
	-22.83

	Basic earnings per share after deduction of exceptional items（before conversion of the capital reserve）
	0.47
	0.67
	-29.65

	Basic earnings per share after deduction of exceptional items （after conversion of the capital reserve）
	0.36
	0.52
	-29.65

	Diluted earnings per share
（before conversion of the capital reserve）
	 0.53 
	0.69
	-22.83

	Diluted earnings per share
（after conversion of the capital reserve）
	0.41
	0.53
	-22.83

	Return on net assets (%)
	6.79
	10.35
	Decreased by 3.56 percent

	Weighted average return on net assets (%)
	6.94
	10.68
	Decreased by 3.74 percent

	Net cash flow from operating activities 
	-91,959,244.76 
	47,469,635.26
	-293.72

	Net cash flow per share from operating activities

（before conversion of the capital reserve）
	-0.19 
	0.10
	-293.72

	Net cash flow per share from operating activities

（after conversion of the capital reserve）
	-0.14
	0.07
	-293.72


Note: The Company had completed bonus shares issue by conversion of the capital reserve for 2010 on July 26, 2011. As at the date of the Report, the total number of shares of the Company in issue increased from 494,677,580 shares to 643,080,854 shares.
2.3 The nature and amount of exceptional items

Unit: RMB

	Exceptional income items
	Amount
	Note

	Profits or losses from disposal of non-current assets, including write-offs of asset impairment provisions
	10,317.97 
	Mainly was the profit from disposal of fixed assets.

	Government subsidies recognized in the current profits and losses
	9,228,811.52 
	Mainly were subsidies of software and new productions.

	Gains/Losses from fair value changes of trading securities and trading financial liabilities, and investment income from disposal of trading assets, trading financial liabilities and available-for-sale financial assets, except effective hedging activities related to the Company’s main operations
	24,965,788.39 
	Mainly resulted from fair value changes of trading financial assets and trading financial liabilities, and investment income from disposal of trading financial assets, trading financial liabilities and available-for-sale financial assets.

	Other non-operating profits and losses
	2,317,673.54 
	

	Subtotals（effect on income before tax）
	36,522,591.42
	

	Less: influence on income tax
	5,478,388.71
	

	Total influence on net profits
	31,044,202.71 
	

	Including: influence on attributable to minority interests
	959,968.85
	

	Influence on the net profits attributable to common shareholders of parent company
	30,084,233.86
	

	Net profits attributable to common shareholders of parent company after deducting exceptional items
	233,301,630.10
	


§3 CHANGES OF SHARE CAPITAL AND SHAREHOLDERS’ INFORMATION
3.1 CHANGES OF SHARE CAPITAL

There is no change of share capital of the Company during the period under review.

The Company had finished the bonus shares issue by conversion of capital reserve for 2010 on July 26, 2011, basing on 494,677,580 shares as at the end of the year 2010, to convert 3 shares on each 10 shares. As at the date of the Report, the total number of shares of the Company in issue increased to 645,080,854.
3.2 SHAREHOLDERS INFORMATION

As at June 30, 2011, the total number of shareholders of the Company was 59,343, including 58,972 shareholders of listed A-shares and 371 shareholders of listed H-Shares.

Top 10 shareholders (top 10 shareholders of freely transferable shares) of the Company were as follows: 

Unit: share

	Shareholder
	Change during the period under review
	Number of shares at the end of the period under review
	Percentage

(%)
	Shares pledged or locked up
	Nature of shareholders
	Share Classification

	China State Shipbuilding Corporation 
	-
	176,650,615
	35.71
	None
	State-owned Shares
	A Shares

	HKSCC Nominees Limited
	-609,950
	146,923,799
	29.70
	Unknown
	Foreign legal entity
	H Shares

	CITIC Security Co., Ltd.
	10,931,650
	10,931,650
	2.21
	Unknown
	Domestic legal entity
	A Shares

	E Fund Value Growth Mixed Security Investment Fund
	8,200,286
	9,400,000
	1.90
	Unknown
	Domestic legal entity
	A Shares

	China Southern Industry Theme Securities Investment Fund
	6,072,100
	6,072,100
	1.23
	Unknown
	Domestic legal entity
	A Shares

	Da Rosa Jose Augusto Maria         
	-
	3,000,000
	0.61
	Unknown
	Foreign natural person
	H Shares

	ICBCCS Core Value Security Investment Fund
	2,683,362
	2,683,362
	0.54
	Unknown
	Domestic legal entity
	A Shares

	Chan Kwok Tai Eddie                
	126,000
	2,376,000
	0.48
	Unknown
	Foreign natural person
	H Shares

	Northeast Securities Co., Ltd.
	-
	1,000,000
	0.20
	Unknown
	Domestic legal entity
	A Shares

	Li Yongmian
	-10,000
	721,206
	0.15
	Unknown
	Domestic natural person
	A Shares


The Company is not aware of whether the top 10 listed shareholders disclosed above are connected with each other or persons acting in concert as defined in “Information Disclosure Management Procedure relating to Changes of Share-holding of Listed Companies”.

3.3 Change in the controlling shareholder and the actual controller of the Company
(Applicable (Not applicable
§4  INFORMATION OF DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND STAFF

4.1 CHANGES IN SHAREHOLDING OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT 

During the period under review, there is no change in the shareholding of directors, supervisors and senior management including themselves and their spouses and children under the age of 18.
4.2 CHANGE OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The tenures of the sixth term of the Board of Directors and the Supervisory Committee were expired at the 2010 annual general meeting, and Messrs. Li Zhushi, Zhong Jian, Cui Ming, Wang Xiaojun, Lee Sun-leung, Sunny, Peng Xiaolei resigned as directors of the Company, while Messrs. Wang Shusen, Ye Weiming, Liang Mianhong and Liu Shibai resigned as supervisors of the Company. Approved by the twenty-seventh meeting of the sixth term of the Board of Directors held on April 21, 2011, Mr. Zhong Jian resigned as vice president of the Company due to job relocation.

The seventh term of the Board of Directors and the Supervisory Committee were elected at the 2010 annual general meeting of the Company which was held on May 31, 2011, and the Company newly appointed Mr. Chen Ji as executive director, Messrs. Ke Wangjun and Gao Feng as non-executive directors, Mr. Qiu Jiachen, Ms. De Lihua and Mr. Poon Chiu Kwok as independent non-executive directors, Messrs. Ou Guangquan, Fu Xiaosi, Richard Z. Zhu, Chen Shaolong and Qin Tinggui as supervisors, of which, Messrs. Chen Shaolong and Qin Tinggui are staff representative supervisors in accordance with the result of election on the employees’ representative meeting. 
4.3 INTERESTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

As at June 30, 2011, Chairman of the Board of Directors, Mr. Chen Jingqi held 2,540 A-shares of the Company. Otherwise, at no time during the period under review had the Company been notified that any director, supervisor or member of senior management (including their spouses and children under 18 years of age) had any interest in, or had been granted, or exercised, any rights to subscribe for equity or debt securities of the Company and or associated corporations (within the meaning of the SFO), nor did they have any interest or short positions in the shares, underlying shares or debentures of the Company or its associated corporations which were required to be notified to the Company and The Stock Exchange of Hong Kong Limited pursuant to section 341 of the SFO or the Model Code for Securities Transactions by Directors of Listed Issuers or which were required to be entered in the register required to be kept under section 352 of the SFO.

4.4 STAFF AND THE REMUNERATION POLICY

As at the end of June, 2011, the number of employees on the payroll of the Company was 3,443. The remuneration of the employees of the Company and its subsidiaries (collectively called the“Group”) includes their salaries, bonuses and other fringe benefits. The Group applies different rates of remuneration for different employees, which are determined based on their performance, experience, position and other factors in compliance with the relevant PRC laws and regulations.
§5  REPORT OF THE BOARD OF DIRECTORS
5.1 DISCUSSION AND ANALYSIS OF OPERATION DURING THE PERIOD UNDER REVIEW 
During the first half of 2011, there were still no significant recovery signs for the global economy, and the ship market was still at the low ebbs. The Company was facing with extremely complex external business environment such as structural overcapacity in the shipbuilding capacity and the shipping market, lack of orders, intense competition competitive, decline of vessels price. Adapting to market demand, the Company focuses on developing domestic markets and expands the optimization of vessel types to reserve multi-types of vessel. 

Furthermore, in response to the situations such as many types of vessels being built in the two provinces and three locations at the same time, vessels in accordance with PSPC standards being fully constructed, raising appreciation of exchange rate in RMB against USD and the growing labor costs, the Company strengthened the production planning and field organization coordination to strengthen shipbuilding management, further streamlined the construction processes, improved manufacturing management system and efficiency analysis, enhanced the shipbuilding level and efficiency. The Company actively promoted the heavy machinery business strategy to enhance the proportion of heavy machinery business in the Company as well as improved cost control system to improve financial operation and control level, and consolidated the foundation management by development of the internal control. 

During the period under review, comparing with that of the same period last year, the income of the Company and its subsidiaries (the “Group”) amounted to RMB 3,983 million, representing an increase of 37.66%, the operating income of the Group amounted to RMB 3,924 million, representing an increase of 38.05%, the operating profit of the Group amounted to RMB 272 million, representing a decrease of 12.47%, the net profit of the Group amounted to RMB 263 million, representing a decrease of 22.83% and the earnings per share (after conversion of the capital reserve) amounted to RMB 0.41.

5.2 Major operation information by products

Unit: RMB

	Products
	Operating  income
	Operating cost
	Operating profit margin

(%)
	Change of operating income compared with that of the same period last year (%)
	Change of operating cost compared with that of the same period last year (%)
	Change of operating gross margin compared with that of the same period of last year (%)

	Shipbuilding
	3,616,964,312.68
	3,185,946,305.04
	11.92
	38.03
	42.23
	-17.94

	Steel structure
	135,252,196.62
	121,760,391.05
	9.98
	122.74
	140.52
	-40.02

	Electrical & mechanical products and others
	171,533,590.74
	122,260,349.87
	28.73
	6.54
	-2.41
	29.48

	Total
	3,923,750,100.04
	3,429,967,045.96
	12.58
	38.05
	41.98
	-16.11


During the period under review, the connected transactions in the products and labor services supplied to the controlling shareholder China State Shipbuilding Corporation (“CSSC”) and its subsidiaries (“CSSC Group”) by the Company amounted to RMB 89.5881 million.
（1）Shipbuilding 

During the first half of 2011, the Company completed 10 vessels, commenced construction work on 10 vessels, and launched 10 vessels. The main clients are from European countries such as Denmark, Greece, Italy, Malta and other important domestic clients. The major products built during the period under review were 39,000 dwt, 48,000 dwt, 50,500 dwt, 52,300 dwt and 55,000 dwt chemical/product oil tanker, 50,000 dwt semi-submersible heavy lift vessels and Ro/Ro passenger vessels. 

Moreover, the Company secured new shipbuilding orders for 7 vessels with a total tonnage of 284,000 dwt. As at June 30, 2011, the Company has accumulated orders for building 46 vessels with a total tonnage of 1,959,100 dwt.
The shipbuilding income increased compared with the same period last year, which was mainly due to the increase of shipbuilding volume as resulted from the improvement of production efficiency and the remote construction work on two semi-submersible heavy lift vessels. The operating profit margin decreased, which was mainly due to the lower vessel price, raising costs of labor and materials, and the significant appreciation of exchange rate in RMB against USD.

（2）Non-shipbuilding operations

During the period under review, the Company set up a Non-shipbuilding Product Research and Development Room to strengthen heavy mechanical product research. The heavy mechanical product operation reached a new result, and the Company newly secured orders amounting to approximately RMB 315 million. During the first half of 2011, the Company completed 8,642.34 tons steel structure, and sold 246 hydraulic shearing machines and 247 elevators. 
The income of steel structure increased 122.74% compared with that of the same period last year, which was mainly due to the improvement of operating situations and increased sale volume of steel structure after heavy mechanical operation integration.

5.3 Geographical Statement of Operation 

 Unit: RMB

	Area
	Operating income
	Change (± %)

	
	For the first half of 2011
	For the first half of 2010
	

	Demark
	1,575,508,227.58
	1,448,479,148.35
	8.77

	Holland
	341,559,411.80
	-　
	-

	Hong Kong
	240,115,590.22
	76,912,789.39
	212.19

	Greece
	79,262,707.73
	349,383,116.05
	-77.31

	Australia
	52,459,464.36
	9,996,515.25
	424.78

	Malta
	36,372,073.36
	4,860,069.05
	648.39

	Taiwan
	1,842,648.23
	956,400.45
	92.66

	Italy
	1,757,871.18
	215,975,641.63
	-99.19

	Others
	30,901,052.57
	42,592,710.16
	-27.45

	Mainland China
	1,563,971,053.01
	693,036,235.42
	125.67

	Total
	3,923,750,100.04
	2,842,192,625.75
	38.05


5.4 Other operations of significant influence in the Company’s net profit

(Applicable   (Not applicable

5.5 Reasons of the significant change in the profit breakdown compared with last year 

(Applicable   (Not applicable

5.6 Explanation on significant changes in principal activities and their compositions

(Applicable   (Not applicable

5.7 Application of proceeds from share offering

(Applicable   (Not applicable
5.8 Changes on business plan for the next half year

(Applicable   (Not applicable
5.9 Warning statement in relation to expected possible loss of net profit from the beginning of the year to the end of the next reporting period, or possible significant change compared with that of the same period of last year
(Applicable   (Not applicable

5.10 The Board’s explanation on the qualified opinion issued by the auditors to the period under review

(Applicable   (Not applicable
5.11 The Board’s explanation on the changes and settlements to the affairs involved by the qualified opinion issued by the auditors to previous year

(Applicable   (Not applicable
§6  SIGNIFICANT EVENTS

6.1 ACQUISITION, DISPOSAL AND REORGANIZATION OF ASSETS

Approved by the twenty-fourth meeting of the sixth term of the Board of Directors, the Company entered into the Equity Transfer Contract with CSSC Guangzhou Huangpu Shipbuilding Company Limited, a wholly owned subsidiary of CSSC, on February 15, 2011, to purchase its 24% equity in Guangzhou Masterwood Shipbuilding Co., Ltd. (“Masterwood”) at the price of appraised value RMB 1,990,500. As at the date of the Report, The Company has paid the transfer price and the transfer of the equity in Masterwood is under the progress. The purchase of the transfer equity is consonant with the development strategy of the Company and is advantageous to the coordination of relevant works in shipbuilding.

Except as disclosed above, there were no other disposal of assets, no acquisition and reorganization of assets during the period under review.
6.2 GUARANTEE
(Applicable   (Not applicable
6.3 Significant connected transaction

（1） Routine connected transactions
Unit: RMB

	No.
	Content and category
	Transaction amount
	Proportion in the same type of transactions (%)
	Pricing policy
	Settlement

	1
	Total amount of products and services provided by the Group to the CSSC Group (CSSC and its subsidiaries)
	89,588,115.55
	　
	
	

	1.1
	Electrical and mechanical engineering equipment and metallic materials
	2,414,306.30
	0.06 
	Market price or agreed price
	Through the bank

	1.2
	Utilities
	596,420.80
	0.01
	Cost plus management fee
	Through the bank

	1.3
	Labor supply, design and technology services
	86,577,388.45
	2.17
	Not less than the price to the third parties
	

	2
	Total amount of products and services provided by the CSSC Group to the Group
	234,893,341.89
	　
	
	

	2.1
	Electrical and mechanical engineering equipment and metallic materials, ship-building accessories and equipment use on ships
	186,966,612.96
	5.38
	Market price or agreed price, and not more than the price offered by the third independent parties
	Through the bank

	2.2
	Labor supply, design and technology services
	47,926,728.93
	1.38
	Cost plus management fee or market price
	Through the bank

	3
	Financial services supplied from the CSSC Group
	
	
	
	

	3.1
	Deposits
	330,205,766.37
	6.51
	Interest rate on deposits published by the People’s Bank of China, not higher than interest rate on loan published by the People’s Bank of China
	Through the bank

	3.2
	Interest on deposits
	3,497,344.91
	4.05
	
	

	3.3
	Loans
	　
	
	
	

	3.4
	Interest on loans
	　
	
	
	

	4
	Total guarantee fees for guarantee supplied to the Group from CSSC Group
	　
	
	Agreed fee, not more than the price offered by the third independent parties
	Through the bank

	5
	Total sales agency fees
	20,190,690.54
	39.89
	Not more than 1% of contract price in accordance with international practice
	Through the bank

	6
	Total purchases agency fees
	2,028,617.40
	0.10
	1% to 2% of contract price in accordance with international practice
	Through the bank


（2）Connected transactions of non-operating credits or debts

Unit: RMB

	Connected Party
	Relationship
	Fund provided to connected parties
	Fund provided by connected parties

	
	
	Amount
	Balance
	Amount
	Balance

	Guangzhou Shipyard Co., Ltd.
	Controlled by the same parent company
	-
	-
	1,190.00
	13,020.00

	Existing reason
	Business need

	Settlement situation
	Normal

	Relevant commitments 
	Not applicable

	The impact on the operating results and financial position of the Company
	Have not make significant impact on the operating results and financial position of the Company


6.4 SIGNIFICANT LITIGATION OR ARBITRATION EVENT

On December 31, 2010, the Company and its subsidiary Guangzhou Guangli Shipbuilding Human Resource Service Company Limited (“Guangli Company”) both filed suit to Zhenjiang Intermediate People’s Court of Jiangsu Province (“Zhenjiang Intermediate Court”) and sued Jiangsu Shenghua Shipbuilding Company Limited (“Jiangsu Shenghua”) in Property Restitution Case, Technical Service Contract Dispute Case and the Installation Projects Contract in relation to 79600dwt Bulk-Carrier 1# and 2# Vessel Dispute Cases (For more details please refer to significant litigation or arbitration event of significant events in annual report 2010). In accordance with the laws and regulations, the vessels constructions dispute cases are within the jurisdiction of the Maritime Court, so Zhenjiang Intermediate Court transferred the above-mentioned four cases to Wuhan Maritime Court on March 9 and March 10, 2011 respectively. Wuhan Maritime Court put on record and accepted such four cases officially on July 8, 2011.
On July 28, 2011, the Company, Guangli Company and Jiangsu Shenghua reached a settlement agreement relating to such four cases which was draw to Wuhan Maritime Court for mediation on July 29, 2011. The Company, Guangli Company and Jiangsu Shenghua signed the settlement agreement presided by Wuhan Maritime Court. On August 5, 2011 Wuhan Maritime Court issued Civil Mediation regarding the four cases above-mentioned and resolved litigation disputes among the Company, Guangli Company and Jiangsu Shenghua properly. The mediation of such cases has no significant influence on the Company.
Apart from disclosure above, there were no other significant litigation or arbitration events during the period under review. 
6.5 Securities investment 
（1）Shares of other listed companies possessed by the Company and its investment information

Unit: RMB
	Stock Code
	Abbreviation
	Initial investment cost
	Proportion in the interest of the listed company (%)
	Book value as at June 30 2011
	Profit and loss during the period under review 
	Changes in shareholders of the Company
	Accounting Subject
	Source of the shareholding

	600036
	Merchants Bank
	27,483,602.50
	0.081
	226,647,603.00
	5,048,218.50
	3,107,265.53
	Available-for-sale financial assets
	Purchasing

	601872
	Merchants Energy Shipping
	37,100,000.00
	0.29
	38,300,000.00
	-
	-2,380,000.00
	Available-for-sale financial assets
	Purchasing

	Total
	64,583,602.50
	-
	264,947,603.00
	5,048,218.50
	727,265.53
	-
	-


(2) Information on interest possessed by the Company of un-listed financial enterprises and companies going public

(Applicable   (Not applicable
6.6 OTHER SIGNIFICANT EVENTS 
（1）Influenced by vessels price decline, raising exchange rate in RMB against USD and increasing shipbuilding labor costs, the Company is facing a certain pressure in the profitability of the shipbuilding products as calculated on basis of shipbuilding contracts. As at June 30, 2011, the Company forecasted the profitability of secured shipbuilding orders in accordance with the requirement of PRC Accounting Standards for Business Enterprises and Relevant Regulations and internal control system of the basis on provision and write-off for each asset of the Company. As approved by the second meeting of the seventh term of the Board of Directors, the Company made impairment losses amounting to RMB 179.518 million for the securing shipbuilding orders which will cause the losses. 
（2）Contingent Liabilities
As at June 30, 2011, the Group had no significant contingent liabilities.
（3）Detailed information on charges on assets of the group

As at June 30, 2011, fixed deposit amounted to RMB 2, 476.0129 million has been charged as warrant money and guarantee for foreign loans. Apart from disclosure above, no other assets of the group are charged.

（4）Gearing ratio

As at June 30, 2011, the gearing ratio of the Group was 68.35% (69.10% at the beginning of the period). The change is mainly due to the increase in equity during the period under review.

（5）There has been no purchase, sale or redemption by the Company or any of its subsidiaries of the Company’s listed securities during the period under review.
（6）Corporate governance practices

During the period under review, the Company had complied with the code provisions set out in the Code of Corporate Governance Practices contained in the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

（7）Securities Transactions by Directors

The Company has strictly complied with the relevant restrictive provisions imposed by Hong Kong and PRC regulatory organs in relation to securities transactions by directors and has consistently upheld the principle of complying with the most stringent provisions and had adopted the Model Code for Securities Transactions by Directors of Listed Issuers. The Company has made specific inquiry of all its directors for preparing this report and all directors have confirmed that they have complied with Model Code for Securities Transactions by Directors of Listing Issuers during the period under review.
§7 FINANCIAL REPORTS

7.1 Audit opinion
(Applicable   (Not applicable
7.2 Financial Statement 
Consolidated Income Statement
For the six months ended 30 June 2011

   Unit: RMB
	
	Unaudited
Six months ended 30 June

	
	2011
	2010

	Operating Income
	3,983,430,810.12
	2,893,604,210.42

	Less: operating cost
	3,475,778,352.20
	2,471,862,971.38

	Business tax and surcharges
	36,706,022.51
	10,634,199.17

	Selling expense
	-2,121,413.56
	27,004,027.82

	Administration expense 
	168,961,469.51
	130,835,721.61

	Financial expense
	-115,604,913.22
	-56,699,194.29

	Impairment losses
	179,517,990.16
	-2,400.00

	Add: Fair value gains
	14,946,202.89
	-61,305,204.17

	Investment income
	16,855,015.68
	62,088,967.38

	- Investment income from associates and joint venture
	1,787,211.67
	2,972,243.97

	Operating Profit
	271,994,521.09
	310,752,647.94

	Add: non-operating cost
	45,080,826.32
	92,215,692.62

	Less: non-operating cost
	731,792.34
	264,364.71

	- Loss on disposal of non-current assets
	244,166.40
	83,754.56

	Total Profits
	316,343,555.07
	402,703,975.85

	Less: income tax expenses
	50,064,737.85
	60,611,251.88

	Net Profit
	266,278,817.22
	342,092,723.97

	Net profit attributable to parent company
	263,385,863.96
	341,324,211.36

	Minority interests
	2,892,953.26
	768,512.61

	Earnings per share
	　
	　

	Basic earnings per share
	0.41
	0.53

	Diluted earnings per share
	0.41
	0.53

	Other comprehensive profit
	727,265.53
	-72,513,649.59

	Total comprehensive profit
	267,006,082.75
	269,579,074.38

	Comprehensive profit attributable to parent company
	264,113,129.49
	268,810,561.77

	Comprehensive profit attributable to minority shareholders
	2,892,953.26
	768,512.61


Legal representative: Chen Jingqi
       Chief Accountant: Chen Liping            Manager of Financial Center: Hou Zengquan

Consolidated Balance Sheet

As at 30 June 2011

Unit: RMB                                                                            

	
	Unaudited

	
	30 June 2011
	31 December 2010

	Current Assets:
	　
	　

	Cash and Cash Equivalents
	7,548,610,214.97
	7,216,518,560.26

	Trading financial assets
	36,173,867.46
	21,227,664.57

	Notes receivable
	2,443,097.50
	106,957,384.82

	Accounts receivable
	408,439,009.86
	237,930,326.60

	Prepayment
	433,440,047.79
	449,624,444.18

	Interest receivable
	82,612,199.91
	62,875,756.88

	Dividends receivable
	4,800,000.00
	5,477,728.60

	Other receivables
	153,867,772.95
	289,882,991.10

	Inventories
	1,659,615,409.69
	1,655,565,039.07

	Current maturity of non-current assets
	
	

	Other Current Assets
	
	

	Total Current Assets
	10,330,001,620.13
	10,046,059,896.08

	Non-Current Assets
	　
	　

	Lending and funds advanced
	　
	　

	Available-for-sale financial assets
	267,647,603.00
	266,791,996.50

	Held to maturity investments
	
	

	Long-term receivable
	
	

	Long-term equity investments
	43,375,925.90
	41,588,714.23

	Investment property
	71,830,134.13
	72,237,906.35

	Fixed assets
	1,276,733,647.40
	1,259,696,577.69

	Construction in progress
	200,703,822.45
	146,308,227.80

	Construction materials
	　
	　

	Liquidation of fixed assets
	254,336.29
	261,149.08

	Intangible assets
	298,930,737.36
	302,439,392.03

	Development expenditure
	
	

	Goodwill
	
	

	Long-term expenses to be apportioned
	6,409,085.16
	

	Deferred tax assets
	44,151,789.13
	22,068,135.62

	Other non-current assets
	
	

	Total Non-current Assets
	2,210,037,080.82
	2,111,392,099.30

	Total Assets
	12,540,038,700.95
	12,157,451,995.38


Consolidated Balance Sheet (continued)

As at 30 June 2011


                       Unit: RMB
	
	Unaudited

	
	30 June 2011
	31 December 2010 

	Current liabilities:
	　
	　

	Short-term loans
	1,774,520,377.54
	1,837,321,454.75

	Trading financial liabilities
	
	

	Notes payables
	649,616,269.27
	697,610,318.88

	Accounts payable
	1,221,356,082.48
	1,186,424,869.96

	Advancement
	315,808,065.51
	266,538,440.94

	Accrued employees’ benefits
	15,658,054.66
	40,603,732.05

	Tax payable
	68,971,949.10
	115,298,251.35

	Interest payable
	7,442,419.79
	13,720,941.14

	Other payable
	66,842,544.49
	70,484,717.41

	Dividend payable
	49,535,359.63
	67,601.63

	Current maturity of non-current liabilities
	
	

	Other Current Liabilities
	3,125,126,168.34
	3,295,814,462.46

	Total Current Liabilities
	7,294,877,290.81
	7,523,884,790.57

	Non-current Liabilities:
	　
	　

	Long-term borrowings
	990,221,816.98
	624,123,248.00

	Bonds payable
	
	

	Long-term payables
	
	

	Special purpose payables
	24,570,000.00
	24,570,000.00

	Provisions
	177,696,691.56
	163,616,041.97

	Deferred income tax liability
	35,495,680.19
	33,125,408.77

	Other non-current liability
	47,706,778.53
	34,205,906.94

	Total Non-current liabilities
	1,275,690,967.26
	879,640,605.68

	Total Liabilities
	8,570,568,258.07
	8,403,525,396.25

	Owners’ equity
	　
	　

	Share Capital
	494,677,580.00
	494,677,580.00

	Capital reserve
	822,362,613.61
	821,635,348.08

	Less: treasury stock
	
	

	Surplus reserve
	377,234,714.40
	377,234,714.40

	General risk reserve
	
	

	Undistributed profits
	2,183,389,942.08
	1,969,471,836.12

	Currency translation differences
	
	

	Total owners’ equity attributable to parent company
	3,877,664,850.09
	3,663,019,478.60

	Minority interest
	91,805,592.79
	90,907,120.53

	Total owners’ equity
	3,969,470,442.88
	3,753,926,599.13

	Total liabilities and owners’ equity
	12,540,038,700.95
	12,157,451,995.38


Legal representative: Chen Jingqi
          Chief Accountant: Chen Liping          Manager of Financial Center: Hou Zengquan

Consolidated Cash Flow Statement
                                    From Jan. to Jun. 2011                            Unit: RMB
	Cash Flow
	Unaudited

	
	Current Period
	Same period
last year

	Cash received from operating activities
	　
	　

	Cash received from sales of goods or services
	3,969,644,845.88
	3,485,978,925.28

	Refunds of taxes received
	183,895,983.89
	218,445,955.55

	Cash received from activities related to operating activities
	161,444,885.40
	59,059,809.31

	    Subtotal Cash Inflow 
	4,314,985,715.17
	3,763,484,690.14

	Cash paid for sales of goods or services
	3,610,864,032.78
	3,069,184,192.62

	Cash paid for employees
	483,550,702.94
	413,788,036.78

	Taxes
	204,290,496.48
	125,934,740.97

	Cash paid for activities related to operating activities
	108,239,727.73
	107,108,084.51

	    Subtotal Cash outflow 
	4,406,944,959.93
	3,716,015,054.88

	Net cash flow from operating activities
	-91,959,244.76
	47,469,635.26

	　
	　
	　

	Cash received from investment activities
	　
	　

	Cash received from investment
	-
	　

	Cash received from sale of subsidiaries
	　
	　

	Cash received from investment income
	15,745,532.60
	59,175,849.11

	Net cash received from disposal of fixed assets, intangible assets and other long-term assets
	2,292,348.00
	32,621,346.75

	Cash received from other investing activities
	67,034,777.34
	77,058,194.65

	    Subtotal Cash Inflow 
	85,072,657.94
	168,855,390.51

	Cash paid for purchase of fixed assets, intangible assets and other long-term assets
	93,589,556.47
	53,651,203.31

	Cash paid for investment
	1,994,481.00
	17,723,452.50

	Cash paid for other investing activities
	299,431,127.86
	1,250,395,344.96

	    Subtotal Cash outflow 
	395,015,165.33
	1,321,770,000.77

	Net cash flow from investment activities
	-309,942,507.39
	-1,152,914,610.26

	　
	　
	　

	Cash received from financing activities
	　
	　

	Cash received from draw investments
	-
	　

	-Cash received from minority shareholders investment in subsidiaries
	　
	　

	Cash received from loans
	1,893,840,764.79
	1,745,847,980.03

	Cash received from activities related to financing activities
	-
	399,540.32

	    Subtotal Cash Inflow 
	1,893,840,764.79
	1,746,247,520.35

	Cash paid for debt repayment
	1,387,265,445.25
	1,143,095,876.06

	Cash paid for distribution of dividends, profits or interest
	34,913,096.93
	61,995,247.68

	-Dividends paid to minority shareholders
	　
	　

	Other cash paid related to financing activities
	35,273.45
	4,830,980.70

	-Cash paid to minority shareholders for capital reduction of subsidiaries according to law
	　
	　

	    Subtotal Cash outflow 
	1,422,213,815.63
	1,209,922,104.44

	Net cash flow from financing activities
	471,626,949.16
	536,325,415.91

	　
	　
	　

	Effect of exchange rate changes on cash flow
	-1,089,084.11
	-2,545,619.91

	Net increase of cash and cash equivalents
	68,636,112.90
	-571,665,179.00

	Add: opening balance of cash and cash equivalents
	5,003,896,203.36
	4,380,328,209.50

	Closing balance of cash and cash equivalents
	5,072,532,316.26
	3,808,663,030.50

	Net increase of cash and cash equivalents
	68,636,112.90
	-571,665,179.00


Legal representative: Chen Jingqi
          Chief Accountant: Chen Liping          Manager of Financial Center: Hou Zengquan

Notes to Financial Statement (unit: RMB)
(1) Basis of preparation
This interim financial information of the Company and its subsidiaries (together, the “Group”) for the six months ended 30 June 2011, which comprise the balance sheet as at 30 June 2010, and the statement of comprehensive income, the statement of changes in equity and the statement of cash flow for the six months ended 30 June 2011, accounting policies and the explanatory notes, has been prepared in accordance with Accounting Standards for Business Enterprises-Basic Standard and other specific accounting standards, guidelines and explanations. The interim financial information should be read in conjunction with the annual consolidated financial statements for the year ended 31 December 2010, as set out in 2009 annual report of the Company.

(2) Accounting policies
Except as described below, the accounting policies adopted are consistent with those of the annual financial statements for the year ended 31 December 2010, which have been prepared in accordance with in accordance with Accounting Standards for Business Enterprises-Basic Standard and other specific accounting standards, guidelines and explanations.. 

Taxes on income in the interim periods are accrued using the tax rate that would be applicable to expected total annual earnings.
(3) Revenue and Cost

	Item
	Current Period
	Last Period

	Revenue
	3,983,430,810.12
	2,893,604,210.42

	Including: Income from principal activities
	3,923,750,100.04
	2,842,192,625.75

	Other Operating income
	59,680,710.08
	51,411,584.67

	Costs
	3,475,778,352.20
	2,471,862,971.38

	Including: Cost of goods sold
	3,429,967,045.96
	2,415,832,299.23

	Other operating expenses
	45,811,306.24
	56,030,672.15


Classification of principal activities based on product is listed as below:
	Product
	Current Period
	Last Period

	
	Revenue
	Cost
	Revenue
	Cost

	Shipbuilding product
	3,616,964,312.68
	3,185,946,305.04
	2,620,474,594.38
	2,239,928,336.16

	Steel Structure Project
	135,252,196.62
	121,760,391.05
	60,721,525.33
	50,623,380.74

	Mechanical & electrical products and others
	171,533,590.74
	122,260,349.87
	160,996,506.04
	125,280,582.33

	Total
	3,923,750,100.04
	3,429,967,045.96
	2,842,192,625.75
	2,415,832,299.23


(4) Financial Expenses

	Item
	Current Period
	Last Period

	Interest expenses
	30,464,617.65
	16,422,228.22

	Less: interest income
	86,349,406.74
	68,576,879.94

	Change in exchange gain
	-61,247,727.60
	-6,266,362.81

	Transaction fees and other charges
	1,527,603.47
	1,721,820.24

	Total
	-115,604,913.22
	-56,699,194.29


(5) Income Tax 

	Item
	Current Period
	Last Period

	Current income tax expenses
	69,778,119.94
	68,466,195.13

	Deferred tax expenses
	-19,713,382.09
	-7,854,943.25

	Total
	50,064,737.85
	60,611,251.88


(6) Earnings per Share (EPS)

In accordance with the “Regulations of Disclosing Relevant Information for the Company Which Publishes Securities Publicly No.9 – Calculation and Disclosing of Rate on Net Assets and Earning Per Share(2010 revised)”(China Securities Regulatory Commission Announcement [2010] No.2) and “Standards of Disclosing Relevant Information for the Company Which Publishes Securities Publicly No 1 – Unusual items in Profit and Losses(2008)” (China Securities Regulatory Commission Announcement [2008] No.43). Details of earnings per share are listed as follows:
	Profit for accounting period
	Amount in current period
	Amount in last period

	
	Basic EPS
	Diluted EPS
	Basic EPS
	Diluted EPS

	Net profits belonging to the common shareholders (I)
	0.41
	0.41
	0.53
	0.53

	Net profits belonging to the common shareholders after deducted exceptional profits or losses (II)
	0.36
	0.36
	0.52
	0.52


Note: Calculations of basic EPS and diluted EPS are based on the result of increased capital.

(7) Dividends

1) Cash Dividends
During the current period, the Company shall release cash dividend RMB0.10 per share (A Stock included tax) shall on the base of total shares amounted 494,677,580, all together the Company shall release cash dividends amounted RMB49,467,758.00.

2) Increasing capital
Capital surplus shall transfer into capital, on base of total shares amounted 494,677,580, 3 shares each 10, all together 148,403,274 shares transferred the shares amount to 643,080,854 after transfer. The profit distribution plan was implemented on 26 Jul, 2011.
(8) Trade receivables
The ageing analyses of the trade receivables are as follows:
	Aging
	Ending Balance

	
	Amount
	Ratio
	Bad Debt Allowance
	Net Value

	Within 1 year
	371,072,264.63
	89.12%
	1,108,607.02
	369,963,657.61

	1-2 years ( Inclusive)
	36,244,825.44
	8.70%
	199,658.47
	36,045,166.97

	2-3 years ( Inclusive)
	297,113.74
	0.07%
	1,500.20
	295,613.54

	3-4 years ( Inclusive)
	172,344.00
	0.04%
	1,125.23
	171,218.77

	4-5 years ( Inclusive)
	563,266.57
	0.14%
	2,582.20
	560,684.37

	Over 5 years
	
	
	
	

	Special
	8,035,459.77
	1.93%
	6,632,791.17
	1,402,668.60

	Total
	416,385,274.15
	100.00%
	7,946,264.29
	408,439,009.86

	Aging
	Beginning Balance

	
	Amount
	Ratio
	Bad Debt Allowance
	Net Value

	Within 1 year
	196,586,223.68
	79.95%
	1,108,607.02
	195,477,616.66

	1-2 years ( Inclusive)
	39,931,693.65
	16.24%
	199,658.47
	39,732,035.18

	2-3 years ( Inclusive)
	300,039.74
	0.12%
	1,500.20
	298,539.54

	3-4 years ( Inclusive)
	225,045.17
	0.09%
	1,125.23
	223,919.94

	4-5 years ( Inclusive)
	516,440.91
	0.21%
	2,582.20
	513,858.71

	Over 5 years
	
	
	
	

	Special
	8,317,147.74
	3.38%
	6,632,791.17
	1,684,356.57

	Total
	245,876,590.89
	100.00%
	7,946,264.29
	237,930,326.60


(9) Trade payables
The ageing analyses of the trade payables are as follows:

	Item
	Ending Balance
	Beginning Balance

	Total
	1,221,356,082.48
	1,186,424,869.96

	Including: Aged over 1 year
	38,039,536.68
	56,287,720.79


7.3 There is no change in accounting policies and accounting estimates during the period under review
7.4 There is no correction of prior period errors during the period under review
Guangzhou Shipyard International Company Limited

The Board of Directors
Guangzhou, August 23, 2011
As at the date of this announcement, the Board of Directors of the Company is composed of eleven directors, namely executive directors Messrs. Chen Jingqi, Han Guangde, Chen Ji, non-executive directors Messrs. Yu Baoshan, Ke Wangjun, Pan Zunxian, Gao Feng, and independent non-executive directors Messrs. Fu Zhengping, Qiu Jiachen, Ms. De Lihua and Mr. Poon Chiu Kwok.
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