Hong Kong Exchanges and Clearing Limited and
The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this announcement, make
no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss
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howsoever arising from or in reliance upon the whole or
any part of the contents of this announcement.
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RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED
DECEMBER 31, 2016

2016 ANNUAL RESULTS HIGHLIGHTS

o Revenue amounted to RMB21,017.2 million,
representing a decrease of RMB3,039.1
million or 12.6% from RMB24,056.3 million
for the year ended December 31, 2015.

o Gross profit amounted to RMB3,544.2 million,
representing a decrease of RMB182.6 million
or 4.9% from RMB3,726.8 million for the
year ended December 31, 2015.

. Profit attributable to the Shareholders
amounted to RMB2,106.5 million,
representing a decrease of RMB98.3 million
or 4.5% from RMB2,204.8 million for the
year ended December 31, 2015.

. Basic earnings per share amounted to
RMBO0.51, representing a decrease of
RMBO0.02 or 3.8% from RMBO0.53 for the year
ended December 31, 2015.

. The Board recommended to distribute a
final dividend of RMBO0.2042 (pre-tax) per
Share for 4,125,700,000 Shares for 2016
(2015: RMBO0.1989 (pre-tax) per Share for
4,125,700,000 Shares), representing a total
amount of RMB842,467,940 (pre-tax) (2015
total: RMB820,601,730 (pre-tax)).
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The Board is pleased to announce the following
audited consolidated results of the Group for the
year ended December 31, 2016, together with the
comparative figures for the year ended December
31, 2015 for comparison. The Company acquired
100% equity interest in CNCEC in May 2016. The
Company and CNCEC are under the common control
of SINOMACH throughout 2016, and such control
is not transitory. Thus, the acquisition is considered
to be business combination under common control.
Accordingly, these consolidated financial statements
incorporated the financial statements of CNCEC
from the earliest presented date (January 1, 2015)
of the consolidated financial statements under
merger accounting basis. The results of the Group
were prepared based on the consolidated financial
statements, which were prepared in accordance
with IFRS issued by the International Accounting
Standards Board and the disclosure requirements of
the Hong Kong Companies Ordinance.
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CONSOLIDATED STATEMENT OF

PROFIT OR LOSS

Year ended December 31, 2016

REVENUE
Cost of sales

Gross profit

Other revenue

Other expenses, net

Selling and distribution expenses
Administrative expenses

Other operating expenses

PROFIT FROM OPERATIONS

Finance income
Finance expenses

Net finance income

Share of profits and losses of:
Joint ventures
Associates

PROFIT BEFORE TAX

Income tax

PROFIT FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE
ATTRIBUTABLE TO
ORDINARY EQUITY
HOLDERS OF
THE PARENT

Basic and diluted (RMB)
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#FE20164E12 31 H I FF
2016 2015
20165 20154
(Restated)
(Falt)
Notes RMB’000 RMB’000
i AR¥Fr NRET T
WA 4 21,017,236 24,056,269
BB R AR (17,473,045) (20,329,448)
E ] 3,544,191 3,726,821
St A 4 29,062 14,941
oA B S 4R 4 (14,170) (21,205)
s oy A S (1,103,944) (1,148,373)
T S (725,366) (717,983)
HAh 5885 % (162,658) (67,763)
RERF 1,567,115 1,786,438
R TN 1,248,682 1,263,534
WH B (46,905) (51,877)
WAFR A 4R 5(a) 1,201,777 1,211,657
JRE A DA V6 1) K 4
AENT 13,401 (1,031)
e A ) 1,637 (196)
BREEDRER 2,783,930 2,996,368
Jr i 6 (674,140) (787,908)
FEREF 2,109,790 2,208,960
BER:
EZACIE ZTUN 2,106,521 2,204,777
TR 4 3,269 4,183
2,109,790 2,208,960
SREBN
BAREEEZREA
EEEREN
HAREE (ARY) 51 cents (7 53 cents (/)




CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
Year ended December 31, 2016

PROFIT FOR THE YEAR

aOtRERER

OTHER COMPREHENSIVE INCOME H b4z 4

Other comprehensive income not to
be reclassified into profit or loss
in subsequent periods:
Remeasurement of defined

benefit obligations

Other comprehensive income to be

reclassified into profit or loss

in subsequent periods:

Changes in fair value of an
available-for-sale investment

Exchange differences on translation
of financial statements of overseas
subsidiaries

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

A E20164F 1231 H Il F/E
2016 2015
20165 20154F
(Restated)
(F k)
RMB’000 RMB’000
ANBETFT NRWT o
F A 2,109,790 2,208,960
A% 48 1A [ AS & T HT
R R A5 0 HA
LEA WA
BT RT E BE 2 fn 25 9,990 (24,820)
%%%%ﬁ%é%ﬁﬁ
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A ERE N T
15 {E 5 B 563 1,058
Ha B F B A
A BB % 7 A
A I o0, 22 %A 63,983 11,856
FR&GEWZEE
2,184,326 2,197,054
HER
BN AR N 2,180,909 2,192,817
JE 2 B HE 45 3,417 4,237
FR&GEWZEE 2,184,326 2,197,054




CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
December 31, 2016

B BRR =
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December 31, December 31,

2016 2015
20165 20154
12A31H 12H31H
(Restated)
(FE k)
Notes RMB’000 RMB’000
Mt AR¥TFr NRETFT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment YZE ~ R MRkt 1,605,717 1,119,807
Investment properties BEY ¥ 20,988 22,035
Prepaid land lease payments T AT 1 Hb AH B R IE 1,797,297 1,792,357
Intangible assets I G 9,587 9,498
Investments in joint ventures HEBENFNRE 297,916 210,014
Investments in associates B S AR NRE 265,836 53,765
Trade and other receivables & o N HAM B GKIE 10 553,937 72,676
Amounts due from
contract customers JEW A R & 7 3k 0E 2,547,471 2,660,045
Deferred tax assets RSB T A 411,536 358,698
Other non-current assets HoAth IF W B & 593,076 555,807
Total non-current assets ERBEEHTE 8,103,361 6,854,702
CURRENT ASSETS mEEE
Inventories 8 495,736 448,504
Trade and other receivables E oy B HAb B GRIE 10 8,121,101 8,067,472
Amounts due from
contract customers JES A TR & 5 238 4,693,622 2,947,620
Restricted deposits 2 PR il A7 2K 554,588 566,265
Time deposits with original Ji ey 320 1 H e 2
maturity over three months =18 A 89 A 5,942,003 4,035,091
Cash and cash equivalents B4 LB 45 1EY) 19,541,868 21,032,899
Total current assets MEEERTE 39,348,918 37,097,851
CURRENT LIABILITIES nESE
Borrowings ER=% 576,695 543,155
Receipts in advance TE R IA 12,473,750 10,189,331
Trade and other payables E o B AL AT IE 11 17,541,253 17,191,277
Defined benefit obligations X S fi FE B 26,850 34,374
Tax payable JRE BB 1 501,728 565,687
Total current liabilities REBEEEHE 31,120,276 28,523,824
NET CURRENT ASSETS REBEEFE 8,228,642 8,574,027
TOTAL ASSETS LESS
CURRENT LIABILITIES EEHABERRBAERE 16,332,003 15,428,729
...



CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (CONTINUED)

December 31, 2015

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Borrowings

Trade and other payables
Defined benefit obligations
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY
Issued capital
Reserves

Total equity attributable to
owners of the parent

Non-controlling interests

Total equity
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Notes
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December 31,

December 31,

2016 2015
20165 20154
12A31H 12H31H
(Restated)

(FE#l)

RMB’000 RMB’000
AR F T NEBR T
16,332,003 15,428,729
469,728 397,078
81,206 73,959
359,323 384,812
46,193 26,439
956,450 882,288
15,375,553 14,546,441
4,125,700 4,125,700
11,202,815 10,375,186
15,328,515 14,500,886
47,038 45,555
15,375,553 14,546,441




NOTES TO FINANCIAL STATEMENTS
December 31, 2016

STATEMENT OF COMPLIANCE

These financial statements have been prepared in
accordance with International Financial Reporting
Standards (“IFRSs”), which comprise all standards
and interpretations approved by the International
Accounting Standards Board (the“IASB”).
These financial statements also comply with
the applicable disclosure provision of the Rules
Governing the Listing of Securities on the Main
Board of the Stock Exchange of Hong Kong
Limited (“HKSE”). The Group has adopted all
those new and revised IFRSs that are first effective
for the accounting period beginning January 1,
2016 in preparing the financial statements for the
year ended December 31, 2016. The Group has
not early adopted any new and revised IFRSs that
are not yet effective for the accounting period
beginning January 1, 2016 in the current or
previous accounting periods.
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BASIS OF PREPARATION

These financial statements have been prepared
under the historical cost convention, except
for derivative financial instruments and
available-for-sale investments which have been
measured at fair value. These financial statements
are presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand except when
otherwise indicated.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and
revised IFRSs for the first time for the current
year’s financial statements:

Amendments to IFRS 10,
IFRS 12 and TAS 28

Investment Entities: Applying the
Consolidation Exception

Amendments to
IFRS 11
IFRS 14

Accounting for Acquisitions of
Interests in Joint Operations

Regulatory Deferral Accounts

Amendments to TAS 1 Disclosure Initiative

Amendments to
TAS 16 and IAS 38

Clarification of Acceptable Methods
of Depreciation and Amortisation

Amendments to
IAS 16 and IAS 41

Agriculture: Bearer Plants

Amendments to Equity Method in Separate

IAS 27 Financial Statements
Annual Improvements Amendments to a number of [FRSs
2012-2014 Cycle

Except for the amendments to IFRS 10, IFRS 12
and IAS 28, amendments to IFRS 11, IFRS 14,
amendments to IAS 16 and IAS 41, amendments to
TIAS 27 (2011), and certain amendments included in
the Annual Improvements 2012-2014 Cycle, which
are not relevant to the preparation of the Group’s
financial statements, the nature and the impact of
the amendments are described below:
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(@)

(b)

Amendments to TAS 1 include narrow-focus
improvements in respect of the presentation
and disclosure in financial statements. The
amendments clarify:

1) the materiality requirements in IAS 1;

(i)  that specific line items in profit or
loss and the statement of financial
position may be disaggregated;

(iii)  that entities have flexibility as to the
order in which they present the notes
to financial statements; and

(iv)  that the share of other comprehensive
income of associates and joint
ventures accounted for using the
equity method must be presented
in aggregate as a single line item,
and classified between those items
that will or will not be subsequently
reclassified to profit or loss.

Furthermore, the amendments clarify the
requirements that apply when additional
subtotals are presented in the statement of
financial position and profit or loss. The
amendments have had no significant impact
on the Group’s financial statements.

Amendments to IAS 16 and IAS 38 clarify
the principle in IAS 16 and IAS 38 that
revenue reflects a pattern of economic
benefits that are generated from operating
a business (of which the asset is part)
rather than the economic benefits that are
consumed through the use of the asset. As
a result, a revenue-based method cannot
be used to depreciate property, plant
and equipment and may only be used in
very limited circumstances to amortise
intangible assets. The amendments are
applied prospectively. The amendments have
had no impact on the financial position or
performance of the Group as the Group has
not used a revenue-based method for the
calculation of depreciation of its non-current
assets.

(a)

(b)
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©

Annual Improvements to IFRSs 2012-2014
Cycle issued in September 2014 sets out
amendments to a number of IFRSs. Details
of the amendments are as follows:

IFRS 5 Non-current Assets Held for Sale
and Discontinued Operations: Clarifies
that changes to a plan of sale or a plan
of distribution to owners should not be
considered to be a new plan of disposal,
rather it is a continuation of the original
plan. Accordingly, there is no change in the
application of the requirements in IFRS 5.
The amendments also clarify that changing
the disposal method does not change the
date of classification of the non-current
assets or disposal group held for sale. The
amendments are applied prospectively. The
amendments have had no impact on the
Group as the Group did not have any change
in the plan of sale or disposal method in
respect of the disposal group held for sale
during the year.
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REVENUE, OTHER INCOME AND GAINS

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

An analysis of revenue, other revenue and other

4.

WA~ EAb YA K W ss

e AT R AR R A A ) BB S TR
A HUBRBE L S I dim B | 6
SEUFE ~ PT4R R ROBS AE (E DA  Eli  E
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expenses, net is as follows:

Revenue
Construction contracts
Trading business
Services business

Other revenue

Dividend income from unquoted
equity securities

Government grants

Other expenses, net

Net gains/(losses) on disposal of
items of property, plant
and equipment

Net losses on foreign currency
forward exchange contracts and
interest rate swaps

Others

BoHTUR
2016 2015
20165 20154F
(Restated)
(FE#l)
RMB’000 RMB’000
AR F T N BT
WA
@A 12,385,082 13,973,541
O ES 7,308,786 8,608,267
k5 S Hs 1,323,368 1,474,461
21,017,236 24,056,269
Hag A
IE b R A 3 T B A 10,969 9,396
UG 46 B 18,093 5,545
29,062 14,941
Hipg B 5
FACR/E B S ]
etk (Es18) 4 (3,803) 6,124
i ) IR A5 ] R A 5 o 1)
) CEEREIE ] (69,943) (48,335)
HiAth 59,576 21,006
(14,170) (21,205)
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PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after

5. BR®ANRR

AL 2 BB A R (FEA)

charging/(crediting):
(a) Finance income and finance expenses (a) B REUR A R B 76 BE X2
2016 2015
20165 20154
(Restated)
(FEa)
RMB’000 RMB’000
AREFT AR ¥For
Finance income on FEWCE F R IA )
receivables from customers AU 141,492 169,885
Foreign exchange gains 58, 05 2 721,844 613,486
Interest income FLE WA 385,346 480,163
Finance income HFHS I A 1,248,682 1,263,534
Interest cost recognised in
respect of defined benefit R E 3t 72 B TE R
obligations ) I B B AR 12,170 14,900
Interest expenses on borrowings &R FLE B 3L 24,257 25,977
Bank charges and others SRAT ) K H A 10,478 11,000
Finance expenses AR B 46,905 51,877
Net finance income A1 25 A B2 Y B S
recognised in profit or loss e | 1,201,777 1,211,657
(b)  Staff costs (b) BIA
2016 2015
20164 20154F
(Restated)
(FE#k)
RMB’000 RMB’000
ARMFTT VN e
Salaries, wages and other benefits e LE R HAAEF] 1,399,330 1,546,788
Contributions to defined contribution  #% & it FIE K53
retirement plans At K 134,426 124,751
(Income)/expenses recognised L ROE & A BT
in respect of defined benefit WERRI (Ui zs)
retirement plans B (5,890) 430
1,527,866 1,671,969
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Other items

Amortisation
— Prepaid land lease payments
— Intangible assets
— Long-term assets

Depreciation
— Property, plant and equipment
— Investment properties

Impairment losses on
— Trade and other receivables

— Inventories
— Amounts due from contract
customers

Operating lease charges
— Lease of properties
— Lease of other assets

Rental income from
investment properties
— Gross rental
— Direct outgoings

— Net rental

Cost of construction contracts
Cost of goods sold
Cost of services provided

(c)

51

— i -+ L 6 2

— e
- RMEE

I

— W3 ~ B B

— BEYE

GRIEY T
— B 5 KA AR
KIH
— R

— e A R & 5 RO

REHERM
— HEYE
— HEHMhEE

RABREYRNEE
N
— Bil®
— HIEH

—

A [ A
T it B AR
e i PR AR5 F) B A

13

HfE B

2016 2015
20165 20154

(Restated)

(k)

Note RMB’000 RMB’000
Mt AR FiT ANRETF T
46,523 45,949

5,667 5,294

7,617 2,256

59,807 53,499

76,804 50,253

2,516 1,427

79,320 51,680

10 159,573 24,990
- 4,040

2,485 37,242

162,058 66,272

30,138 31,969

9 46

30,147 32,015

14,809 18,866
(2,261) (2,750)

12,548 16,116

9,573,656 11,404,563

6,955,770 7,963,429

943,619 961,456

17,473,045 20,329,448




INCOME TAX

Pursuant to the relevant laws and regulations
in the PRC, the statutory enterprise income tax
rate of 25% is applied to the Group for the years
ended December 31, 2016 and 2015, except for
two subsidiaries of the Group which were entitled
to the preferential tax rate of 15% (2015: 15%)
because they are recognised as high and new
technology enterprises by the local governments in
the PRC.

Hong Kong profits tax has been provided at the
rate of 16.5% (2015: 16.5%) on the estimated
assessable profits arising in Hong Kong during the
year. Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in
the countries (or jurisdictions) in which the Group
operates.

6.

Fri&®t
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E2016% K20154F12H31 H 1k 4 %
1) 3% 78 A SE T A5 BUBL 2 £525% > M A< 5E
] B T 2R o R s D IR R b R ER
TE 2 m T R AR SE M A EE A 15% (2015
M 15%) BB EBLR o

U A IS BT 804 0 7E & s 2 AR B9 A FT
JREGR AL s A1 3% 16.5% (20154F © 16.5%) Y
T R AR o 7 L Ath M [ %) JRE SR AN A T
i AR 4 1] 5 3 T AE I IR R (5KR] A RE )
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2016 2015

20165 20154F

(Restated)

(FE7)

RMB’000 RMB’000

AR¥FrT AREFIC

Current income tax — Mainland China BUHA B 1580 — AP Bk e 693,689 860,742
Current income tax — Hong Kong DT 158 — i 10,756 2,709
Current income tax — Others B T A58 — HoAth 2,982 7,579
Deferred income tax % S Py 1550 (33,287) (83,122)
Total tax charge for the year AR B TE S AR 674,140 787,908
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A reconciliation of the tax expense applicable
to profit before tax at the statutory rates for the
countries (or jurisdictions) in which the Company
and the majority of its subsidiaries are domiciled
to the tax expense at the effective tax rates are as

RN/ SN A {1 N R N
o (SRIERERR) 1Y% E B AR FHA Z BRB
il i 1) 1) 2 50 JE B S B A O PR B AR
A BUEBASCRY SR IR

follows:

Profit before tax

Tax at the statutory tax rate

Lower tax rate(s) for specific provinces or
enacted by local authority

Share of losses/(profits) of joint ventures and
associates not subject to tax

Income not subject to tax

Adjustments in respect of current tax of
previous periods

Expenses not deductible for tax

Tax losses utilised from previous periods

Others

Tax charge at the Group’s effective rate

2016 2015
20165 20154
(Restated)
(EHk)
RMB’000 RMB’000
AR%FoT N T
¥R 0 i ¥ ) 2,783,930 2,996,868
Fe ik B BRI RLIE 695,983 749,217
SE B B ) R I E
AR % (10,696) (8,889)
P B Y EAL A A
=g/l
18 (it F)) (3,760) 306
i sl B Ui A (12,311) -
AT 1 40 P R4 T A5
1 B R (5,594) 21,257
ENGEE b 15,137 20,378
o7 R 8 1 407 ] 1 0 T e (3,204) -
HAth (1,415) 5,639
P AR B B BRI E
BiTE 674,140 787,908

The share of tax attributable to associates and
joint ventures amounting to RMB410,000
(2015: RMB49,000) and RMB3,350,000 (2015:
RMB257,000), respectively, is included in
“Share of profits and losses of joint ventures and
associates” in the consolidated statement of profit
or loss.
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DIVIDENDS

Proposed final dividend of RMBO0.2042
(2015: RMBO0.1989) per ordinary share

The proposed final dividend for the year is subject
to the approval of the Company’s shareholders at
the forthcoming annual general meeting.

Pursuant to the State Administration of Taxation
Circular Guoshuihan [2008] No. 897, the Company
is required to withhold a 10% enterprise income
tax when it distributes dividends to its non-resident
enterprise shareholders out of the profit earned in
2008 and beyond. In respect of all shareholders
whose names appear on the Company’s register
of members who are not individuals, which are
considered as non-resident enterprise shareholders,
the Company will distribute the dividend after
deducting enterprise income tax at the rate of 10%.

Due to the repeal of Guoshuifa [1993] No. 45
Circular on the Questions Concerning Tax on
the Profits Earned by Enterprises with Foreign
Investment, Foreign Enterprises and Individual
Foreigners from the Transfer of Stocks (Stock
Rights) and on Dividend Income (B4 4% & 1>
2~ MBI AR SEFNSNEE R NS B () Ui
it FRBE BT A 0 A ] R Y 2 (I (1993145
%%)), the Company is required from 4 January
2011 under the Individual Income Tax Law of
the PRC (¥ A RILAIEE A Fr8Hi%) and its
implementation rules and regulations to withhold
and pay individual income tax at rates ranging
from 10% to 20% when it distributes dividends to
its non-PRC resident individual shareholders out of
the profit earned in 2010 and beyond.
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LR AR ) 1% B S 4 %
NE#0.20427T (20154F -
AN E#0.198970)

2016 2015
20165 20154
(Restated)

(H#l)

RMB’000 RMB’000
AR¥FrT ARWEFIT
842,468 820,602

TR IR 119 A 45 B R I B JH A 8 R R
7 T JeE BB RO AR K g B HEHE -

Fiz WEE B B5 A8 )=y 2 At 1) 48 AT (180 B kK
[2008]55897%%) > A/ A H20084F & LL1%
() BT 5 ) 3 1) JE R A 26 B R IR B8 i R
Hf > FFEACIN10% D TERL - ¥h 4
GIA N ) I B 44 i B B A JE AR B A (B
Wit A kR R R) > AN FEAE
IR 10% 19 T 5 Bi & IR BE RS -

H A BE A A1 P 1 A 2E -~ A1 B A 2E D A
FEAE N BUAS L 2L (R HE) o i 25 A0 i B,
It 45 50 Ae P 8 A0 2 0 ([0 B 981993156 45
98) CASEEIL - H20114FE1H4H AL H
JEAR 35 (2 R LA B R N Ir 48 B iR )
K HCE M B > H20104F & DA &
JIT A5 A0 ) FE A R RN B RUR A
SR > AR EL10% F20% 118 N\ 15
Bl o



EARNINGS PER SHARE ATTRIBUTABLE 8, BRENSLAIEERERZEEANSR
TO ORDINARY EQUITY HOLDERS OF THE EEFIJ
PARENT
The calculation of the basic earnings per share B A 8 R ) 5 45 4F Wﬁﬂ?%ﬁ/{\/é}ﬁ]%ﬁ
amount is based on the profit for the year E gt T A N A e A1) B K 4 S 1) Jon A T35 8
attributable to ordinary equity holders of the 4,125,700,000% (20154 : 4,125,700,000
parent, and the weighted average number of %) 5HE o
4,125,700,000 (2015: 4,125,700,000) ordinary
shares.
The calculation of basic earnings per share is based B REAR A FHET
on:
2016 2015
2016F 20154F
(Restated)
(FEak)
RMB’000 RMB’000
AREFT ANRTF
Earnings &R
Profit attributable to ordinary equity holders of &34 Bt KA 23 F| fT Fi A9
the parent used in the basic earnings it g i B A RE 4
per share calculation A N A 2,106,521 2,204,777
Number of shares
R BE
2016 2015
2016F 20154
(Restated)
(FEak)
Thousand Thousand
shares shares
TR TH
Shares ian)
Weighted average number of ordinary shares in 5158 % I FE A 2 1| By I 19
issue during the year used in the basic AR N AT Y
earnings per share calculation JINREF- 2 8 4,125,700 4,125,700

The Group had no potentially dilutive ordinary
shares in issue during the years ended December
31, 2016 and 2015.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised
into business units based on their products and
services and has three reportable operating
segments as follows:

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

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

(c)  Services Business: this segment mainly
engages in providing export-import agency
services, exhibition services, design
consulting services, tendering agency
services and logistics services.

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

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

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

(a) Segment revenue, results, assets and

liabilities

Year ended December 31, 2016
BZ2016F12A318LFE

Segment revenue: DEBWA
Sales to external customers HETINBEF
Intersegment sales oy R 8
Reportable segment revenue A E DA
Reportable segment profit AR E SRR
Finance income on receivables

from customers FENCE P aE I A B U
Finance costs B A
Depreciation and amortisation I8 St
Provision of impairment losses BE B TR

— Trade and other receivables

— Amounts due from contract — AR EF
customers A
Reportable segment assets A R
Reportable segment liabilities AY A AR

Capital expenditure for the year is unallocated to
segments as such expenditure is managed on a
group basis.

— B 5 R A G
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o0 B  E4E BE R R - BB
JE ~ I SiE A VR AR e A R 0 T AR

A ME - WTH RS A E L EEIE
7 f%ﬂ
%“%ﬁm%%&ﬁﬁﬁﬁ%ﬁ%*ﬁ
HE T 2 BAE > HeE R T A AT 3
5 o
(a) DWUA - -EEFE -EEREE
Construction Trading Services
contracts business business Total
BEEE EZEK BRBER &5t
RMB’000 RMB’000 RMB’000 RMB’000
ARMFT AREFT AREFT AREFT
12,385,082 7,308,786 1,323,368 21,017,236
77,302 79,433 648,717 805,452
12,462,384 7,388,219 1,972,085 21,822,688
1,834,015 47,239 181,239 2,062,493
109,406 32,086 - 141,492
161 13,011 11,085 24,257
4,377 2,525 3,563 10,465
110,166 26,368 22,539 159,573
2,485 - - 2,485
14,523,170 4,190,692 1,499,928 20,213,790
24,277,521 6,014,039 5,118,037 35,409,597
FENEAR SR T JIHR
A B BA ST e AR 1 o AL A o



Year ended December 31, 2015 (Restated)
220151231 H LA (Fak)

Segment revenue:
Sales to external customers
Intersegment sales

Reportable segment revenue

Reportable segment profit

Finance income on receivables
from customers

Finance costs

Depreciation and amortisation

Provision/(reversal of provision)
of impairment losses
— Trade and other receivables
— Amounts due from contract

customers

— Inventories

Reportable segment assets

Reportable segment liabilities

HETINES

A E D HRA

A& D EER

FE WA 5 BKIR Y BB WA

(L TR
— B 5 KA WG IR

— B A I & P SR

IREDHEE
HEIHEE

Construction
contracts
#EA R
RMB’000

AR¥FT

13,973,541

Total
At
RMB’000

ANRHT T

24,056,269
871,901

13,973,541

24,928,170

1,805,473

160,535
665
1,346

(17,373)

37,329
4,040

13,143,699

23,036,322

2,402,401

169,885
25,977
3,931

24,990

37,242
4,040

17,941,440

32,215,956



(b)

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

Revenue:
Reportable segment revenue
Elimination of intersegment revenue

Profit:

Reportable segment profit

Share of profits and losses of joint ventures

Share of profits and losses of associates

Dividend income

Other income, net

Other operating expenses

Interest income from bank deposits

Interest cost recognised in respect of
defined benefit retirement plans

Unallocated foreign exchange gains, net

Depreciation and amortisation

Profit before tax

(b) THREDSIBWA ~ BF HE-E
EREENEHE
2016 2015
20165 20154F
(Restated)
(Hl)
RMB’000 RMB’000
ARMTFT ANRWTIL
WA -
CIE S0 uti N 21,822,688 24,928,170
53 FR AT A K 85 (805,452) (871,901)
21,017,236 24,056,269
=R
A S 4 43 vk ) 2,062,493 2,402,401
JREAL B8 7 T A M s 18 13,401 (1,031)
RE A B 25 ) T A K s 18 1,637 (196)
JBe B A 10,969 9,396
Ho At s A AR 14,290 11,670
HoAth 5875 B (600) (1,492)
R A ERATAE A AS A 385,346 480,163
EE 7t R KET B ERR
) 1) S R A (12,170) (14,900)
R4 L B BEE 50k 4 5 A 437,226 212,105
P S A B (128,662) (101,248)
I 0 T ¥ A 2,783,930 2,996,868
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Reconciliation of reportable segment
revenue, profit/loss, assets and liabilities

(continued)

Assets:
Reportable segment assets

Elimination of intersegment receivables

Restricted deposits

Time deposits with original maturity
over three months

Cash and cash equivalents

Property, plant and equipment

Prepaid land lease payments

Intangible assets

Investments in joint ventures

Investments in associates

Deferred tax assets

Other non-current assets

Other unallocated assets

Liabilities:
Reportable segment liabilities
Elimination of intersegment payables

Defined benefit obligations
Tax payable
Deferred tax liabilities

(b) TEEDIUWA BRI EE &
EREEOYE (&)

2016 2015
20165 20154
(Restated)
(FEql)
RMB’000 RMB’000
ANE#FT ANR¥TT

BE
Al A A 20,213,790 17,941,440
47310 P B LA 5 T K 81 (4,371,002)  (3,821,156)
15,842,788 14,120,284
2 R il 77 2K 554,588 566,265

JE AR F) B H R =0 H

1) 72 BAA7 3K 5,942,003 4,035,091
Be LBl &% EY 19,541,868 21,032,899
Y2 ~ R E Mttt 1,605,717 1,119,807
FEAS + H AR S 2E 1,797,297 1,792,357
T & 9,587 9,498
BHEENANTRE 297,916 210,014
B AR E 265,836 53,765
% JE ol JE 411,536 358,698
HoAth IE v B A 593,076 555,807
HoAth R4 B & = 590,067 98,068
47,452,279 43,952,553

=L
Gl &0t 5= 35,409,597 32,215,956
4300 P B A 3 T K 8 (4,266,965) (3,821,156)
31,142,632 28,394,800
BEE 5 1 FR 5 386,173 419,186
JE A} B T 501,728 565,687
IR S B IH B fH 46,193 26,439
32,076,726 29,406,112
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(c)

(d)

Geographical information

Revenue from external customers

Mainland China

The Republic of Angola
Pakistan

Argentina

Venezuela

Lao People’s Democratic Republic
Serbia

Hong Kong

United States

Maldives

Others

The revenue information above is based on
the locations of the customers.

Non-current assets

Mainland China
Others

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

Information about major customers

No revenue was generated from sales by
the construction contracts segment to a
single customer which amounted to more
than 10% of the Group’s revenue for the
year ended December 31, 2016 (2015:
RMB3,053,293,000).

(c) HEEFHER

2016 2015
20165 20154
(Restated)
(FE7)
RMB’000 RMB’000
RENFEFHWEA AR¥FrT AREFIT
F [ A e 7,699,881 7,943,908
e R el 2,010,419 1,064,735
0 3 30 1,940,818 809,236
F] 4 42 1,113,519 3,075,409
ENEED 892,534 2,431,675
Zh R R SR 867,113 721,752
FETHEnn 772,356 397,950
s 687,203 203,093
= 543,302 729,445
SN TRAWN 525,150 264,018
HoAth 3,964,941 6,415,048
21,017,236 24,056,269

DA BN ERE T 5 & 3k o
2016 2015
20165 20154
(Restated)
(FEH)
RMB’000 RMB’000
ERBEE ANEMFT ANRETT
Hp [ K e 3,624,257 3,008,838
HiAth 363,269 7,535
3,987,526 3,016,373
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10. TRADE AND OTHER RECEIVABLES 10.
Bills receivables JE W 25
Trade receivables E 7 RE WK I

Less: Allowance for doubtful debts

Trade and bills receivables

W R

Advances to suppliers 38 18 7R A5 K
Other receivables HoAth K IAE

Less: Allowance for doubtful debts

Portion classified as non-current assets

=

Current portion

(a)  Ageing analysis

An ageing analysis of the trade and bills
receivables as at the end of the reporting
period, based on the invoice date and net of
provisions, is as follows:

Within 3 months

3 months to 6 months
6 months to 1 year
Over 1 year

B R R A

il B oy

(a)

3 H A
318 H Z o6l A
6ffl H = 14F
K
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Notes

Mt

(b)

o ENCIE R EUCR S (a)

(b)

OPEUR JR R A

(e)

AR AT

B2 R EEWRIE

2016 2015
20165 20154
(Restated)

(FEH)

RMB’000 RMB’000
AR¥FrT ARW¥FIC
68,184 251,541
5,619,071 4,613,603
(840,205) (647,777)
4,847,050 4,217,367
2,024,858 1,755,077
1,873,834 2,236,431
(70,704) (68,727)
1,803,130 2,167,704
(553,937) (72,676)
8,121,101 8,067,472

MAZEE S H I R BRI R )

JRE WS T R JE Wi R 4

HRER BTN

KIBRE A1

2016 2015
20165 20154F
(Restated)

(FE#k)

RMB’000 RMB’000
ANEMFT ANRETIT
2,819,832 2,699,262
199,330 531,141
610,301 326,929
1,217,587 660,035
4,847,050 4,217,367




(a)

(b)

Ageing analysis (Continued) (a) BREDMT (&)
There are no unified standard credit terms AE VS N S R R P
granted to customers of the construction R — SRR - T ER
business and trading business. The ZF R BB Y 3 B S I IR s
credit terms granted to customers of S E WA G SRR - 3%
the construction business are negotiated THE G EBEREFPFNEE —KRG L
individually on a case-by-case basis and set —“&BNMA - @q&%ﬁzﬁﬁ—ﬁi\ AT
forth in the relevant contracts. The credit H R 180 H A& HY -
terms granted to customers of the trading
business are normally about three to six
months. The bills receivables are generally
due within 180 days from the date of
issuance.
Impairment of trade and other receivables by EBEZREMEWRFERE
The movements in provision for impairment B L E s TE Ky At 1 WA 3k TE (L
of trade receivables and other receivables REH BT
are as follows:
2016 2015
20165 20154
(Restated)
(Hak)
RMB’000 RMB’000
AR¥EFT ARETIL
At January 1 W1H1H 716,504 631,845
Impairment losses recognised OB RR A W (B e 1R 220,577 75,875
Transfer in from amounts due from
contract customers 1R [ S R % 2 E 38,069 62,080
Impairment losses reversed 438 1] A9 S (EL S 15 (61,004) (50,885)
Amount written off as uncollectible OB AS AT i [m] B 4 EE (3,237) (2,411)
910,909 716,504

Included in the above provision for
impairment of trade receivables is a
provision for individually impaired trade
receivables of RMB693,457,000 (December
31, 2015: RMB520,187,000) with an
aggregate carrying amount before provision
of RMB1,613,328,000 (December 31, 2015:
RMB1,210,400,000).
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(b)

()

Impairment of trade and other receivables b)) EZREMEWRFTERE (&)
(Continued)
Included in the above provision for A b ult H A BB Ok 3k TE R 3 (E
impairment of other receivables is a 45 b BB R R H A E Ik K
provision for individually impaired other TH & (H ﬁ;’s 5 N B %62,005,0007C
receivables of RMB62,005,000 (December (2015412 H31H - AE%@ 315,000
31, 2015: RMB61,315,000) with an E) » FCHE T A B T A (L A AR
aggregate carrying amount before provision %1,022,095,000 (2015412 H31
of RMB1,022,095,000 (December 31, 2015: H : ANR¥IC1,886,758,0007T) °
RMB1,886,758,000).
The individually impaired trade and other W EN Y 5 M oA U R E
receivables relate to customers that were in T8 WM 7['? 1E ,ﬂL f% ;ﬁ % HE R A B
financial difficulties or were in default in &/EZZIKQ’M‘%L( A F s H TE B
interest and/or principal payments and only ] U ] 5 A0 E AL o
a portion of the receivables is expected to be
recovered.
Trade and bills receivables that are not (c) RBENEZFEWRAREREKREZE
impaired
The ageing analysis of the trade and bills JE % B 48 N o R [R] A7 A W E A & 5
receivables that are not individually nor F%LI&T}\LE&WELI&E%}%E@ RE 85 /3 B 4n
collectively considered to be impaired is as
follows:
2016 2015
20165 20154
(Restated)
(Hak)
RMB’000 RMB’000
ARETTT AR T
Neither past due nor impaired B A% 78 A 7 R el (B 1,507,269 2,067,395
Less than 3 months past due w3 A PAA 79,081 111,401
3 months to 6 months past due s 3 418 H 26 H 50,238 42,192
6 months to 1 year past due wm o fE H 2 14F 150,714 118,378
More than 1 year past due AR DL b 271,541 128,452
2,058,843 2,467,818

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

Receivables that were past due but not
impaired relate to a number of independent
customers that have a good track record
with the Group. Based on past experience,
management believes that no impairment
allowance is necessary in respect of these
balances as there has not been a significant
change in credit quality and the balances are
still considered fully recoverable.
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(d) The amounts due from related parties of d EUWAEEBEBLFE (GTAES
the Group included in the trade and other EEMMEKRTE) 2T :
receivables are analysed as follows:

2016 2015

20165 20154

(Restated)

(FEk)

RMB’000 RMB’000

AR¥FrT AR¥TT

SINOMACH i 1% 10,155 9,833

Fellow subsidiaries [F] 2 B J&g 2 55,461 43,324

These balances are unsecured, non-interest- R o e Y Y N W S R s

bearing and repayable on credit terms similar WA A ] R PR E A
to those offered to the major customers of i -

the Group. o

(e)  As at December 31, 2016 and December 31, (e) Jr20164F-12H31 H M&20154F12 H31H »
2015, none of the Group’s borrowings were ANEEMmAESHAEHNYE 5 E
secured by the Group’s trade receivables. e Sk TE AR B HEHT o

TRADE AND OTHER PAYABLES 11. BEFRHEMENTRIE

2016 2015

20165 20154F

(Restated)

(Fak)

RMB’000 RMB’000

AR¥FrT AR¥TI

Bills payable JREAST S5 115,623 198,639
Trade payables & 5y AT 7 IE 13,012,654 12,708,648
13,128,277 12,907,287

Accrued salaries, wages and benefits s 4~ L& MAEF] 1,022,817 907,850

Other taxes payable L A, JE Bt TH 80,356 85,346

Other payables o Ath JE A 3K IH 3,180,134 3,246,816

Derivative financial instruments 4@ THE 120,151 24,230

Dividends payable JREAST B 5L 3,782 10,144

Interest payable HEAT RS 5,736 9,604

Others A, 81,206 73,959

17,622,459 17,265,236

Less: Portion classified

as current liabilities W R AR E BB (17,541,253)  (17,191,277)
Non-current portion FE i B &R 43 81,206 73,959
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11.

12.

TRADE AND OTHER PAYABLES (CONTINUED)

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

BZREMEARE (&)

MR EESE B 7 o R A AT 2R 4%
L B oy REAT IR R MR e A R

2016 2015

20165 20154

(Restated)

(F k)

RMB’000 RMB’000

AR%FrT AR¥TIC

Within 3 months 3 H LAIA 4,789,865 4,941,403
3 months to 6 months 3f A 2= 6ff A 517,075 1,256,742
6 months to 1 year 6ffl A = 14F 921,771 1,378,482
Over 1 year 14ELL F 6,899,566 5,330,660
13,128,277 12,907,287

The trade payables are non-interest-bearing and are
usually paid within the agreed period, usually due
within 180 days. The bills payable are generally
due within 180 days from the date of issuance.

The amounts due to related parties of the Group
included in trade payables which are unsecured,
interest-free and have no fixed terms of repayment

E o) BEAT 3RTE By e S > 4w R 1nh 2 1 1
NS4 ELE R 180 H N F Y o HEAF 98
BT H W 180 H N EI A -

W24 S B 7 3508 Gt A 05 Ao
) SRHTUTE 225 3OR R IR~ S
i )

are analysed as follows:

SINOMACH
Fellow subsidiaries

ISSUED CAPITAL

Ordinary shares, issued and fully paid
Domestic shares of RMB1.00 each
H shares of RMB1.00 each

2016 2015
20165 20154F
(Restated)
(FEH)
RMB’000 RMB’000
AR F T N BT
B8] % 2,029 2,579
] 22 B J > i 722,559 839,178
12. EBITRAK

2016 2015
20165 20154F
RMB’000 RMB’000
ANR¥FrT AR¥TT

EL B4 T A0 1) 3 3
I N R 1.00 7T 1 A& I 3,217,430 3,217,430
BN R 1.00C O H 908,270 908,270
4,125,700 4,125,700
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MANAGEMENT DISCUSSION AND ANALYSIS

I.

INDUSTRY OVERVIEW

In 2016, the domestic and international
economic environment is still intricate,
while the world economy continues to adjust
in depth, with risk increasing due to all
kinds of changes. From the international
perspective, the global economic growth
slowed down as compared with 2015, among
which the economic growth of developed
countries varied, while that of developing
countries gradually stabilized. International
trade growth continued to slump, but global
capital flows intensified, pushing up bulk
commodity prices with greater volatility.
From domestic perspective, China’s overall
economic situation became steady and better
while in a slowdown, with a reasonable
economic cycle, and an upgrade of quality and
efficiency. However, the trend of stability and
improvement of the economy is not yet solid,
impacted by conflicts of overcapacity and
upgrade of demand structure, lack of internal
drive for economic growth and accumulation
of financial risks.

A. International Engineering Contracting
Industry
In 2016, the total new contract

value of infrastructure engineering
projects in the global market was
approximately USD1,053 billion;
whilst the total new contract value of
infrastructure engineering projects
in developing countries reached
approximately USD978 billion in
2016, accounting for approximately
92.9% of the total new contract
value of infrastructure engineering
projects in the global market. The new
contract value of power, transportation
and telecommunications sectors
in developing countries together
contributed approximately 83.3% of the
total new contract value of infrastructure
engineering projects in developing
countries in 2016, of which power,
transportation and telecommunications
sectors each accounted for
approximately 37.1%, 28.7% and 17.5%,
respectively, of the said value.
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In 2016, China’s foreign engineering
contracting projects achieved a turnover
of RMB1,058.92 billion (equivalent
to USD159.42 billion, with a growth
of 3.5% on a year over year basis),
while new contracts value amounted
to RMB1,620.79 billion (equivalent to
USD244.01 billion, with a growth of
16.2% on a year over year basis). In
2016, PRC enterprises signed 8,158
new contracts for foreign engineering
contracting projects in 61 countries
along the “One Belt and One Road”,
with an amount of USD126.03 billion,
accounting for 51.6% of China’s
total new contracts value for foreign
engineering contracting projects during
the same period, with a growth of 36%
on a year over year basis. The amount
of turnover reached USD75.97 billion,
accounting for 47.7% of the total at the
same period, with a growth of 9.7% on a
year over year basis.

New contract value of power
(electricity) sector in China grew from
around USD29.7 billion in 2014 to
around USD52.7 billion in 2016 with
a CAGR of about 33.1%. The growth
in the new contract value of power
(electricity) sector in China is primarily
driven by increased investment in
infrastructure and facilities, which
creates new market demand for foreign-
funded engineering contracting projects
in China. The top 10 Chinese contractors
accounting for approximately 44.8%,
or approximately USD13,260 million,
of the total revenue generated from
international projects in the power sector
in the global market in 2016. Amongst
these top 10 Chinese contractors CMEC
ranked third with about 3.5% share.
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In 2016, international engineering
contracting industry is still in a period
of important strategic opportunities,
and the international infrastructure
construction market still maintained a
strong demand. From the perspective
of the markets in regions in which the
Company conducts its major business:

1.

Asian Market

Due to policy restrictions,
fluctuations of exchange rate,
political deterioration and other
factors, the risk landscape of some
Asian countries has deteriorated
since 2015. In particular, the
engineering contracting market
of the Middle East region has
displayed a declining trend.
However, GDP growth of East
Asia and Central Asia is faster,
allowing Asia to remain as the
first in the global market, with a
rapid growth in turnover as well.
China increased infrastructural
investment in Southeast Asia
and South Asia in recent years,
but competitiveness and market
share of Japanese and Korean
enterprises were very significant,
especially Korean enterprises
which has a far greater market
share than that of Chinese
enterprises in the Middle East
market.

African market

Africa has traditionally been
our market with a competitive
edge and is now in the early
stages of industrialization, with
pressing need for infrastructure
construction, particularly in the
areas of transportation, power
plants and industrialization
development. In 2016, some
African countries suffered from
frequent political turmoil, terrorist
attacks and other emergencies.
Among these countries, the state
fiscal revenue of some countries
of resource-based economy
was reduced by the slump of
international oil prices.
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Latin American market

Latin American market is
vulnerable to external demand
and capital flows, with higher
financing costs. However, the
growth rate of its engineering
contracting projects is high and
China’s market share in the region
is increasing. In recent years, the
trend of the economic and trade
relations between China and Latin
America has diversified. In order
to promote mutual cooperation in
infrastructure construction, China
has set up a dedicated loan of
USD20 billion, provided USD10
billion of preferential loans and
established a USDS5 billion Sino-
Latin American cooperation
fund as well as a USD30 billion
Sino-Latin American production
capacity special fund. Although
the development prospect is
looking up, the market risk cannot
be ignored, mainly due to factors
such as political instability,
low integrity, corruption and
inefficiency of governments,
financial and currency risk and
exchange rate instability.
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Central and Eastern Europe
market

Due to the financial crisis and the
crisis of sovereign debt, economic
recession in Central and Eastern
Europe is significant, coupled with
insufficient internal driving force,
obvious economic fluctuation
phenomenon, increasing risk
level and greater downturn in the
engineering contracting turnover.
In addition, its market is mature
with stringent technical standards,
market access requirements and
labor policy. China only accounted
for about 1.6% of the market. In
recent years, due to the need for
reviving the economy, the region
had a greater inclination towards
attracting foreign investment,
which brought along opportunities
for Chinese enterprises to enter
the market in the region.
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The development of the international
engineering contracting industry mainly
displays the following characteristics:

1.

Continuous expansion of
business scale

In 2016, the turnover and the
amount of new contracts of China’s
foreign engineering contracting
business continued to grow. In
particular, both the amounts of
new contracts and the market share
of China’s foreign engineering
contracting business along the “One
Belt and One Road” region had a
significant growth compared with
those in 2015, almost accounting for
half of the total foreign engineering
contracting business, and become
the main support for the industry
growth in 2016. In contrast, the
growth of business in Africa,
Europe and Latin America had
significantly slackened. Moreover,
the share of large projects increased,
in which 815 projects had a
contract value of more than USD50
million (an increase of 91 projects
compared with the number in the
same period last year), with a total
of USD206.7 billion, accounting
for 84.7% of the total amount
of new contracts. Among those
large projects with a value more
than USD50 million, the average
amount of a single contract is about
USD250 million. A large number
of cooperation projects invoking
international production capacity
and infrastructure interconnection
projects along the regions such
as Yaji Railway and Sino-
Pakistan Economic Corridor have
been successfully implemented,
constantly breaking the record of
overseas projects, while projects
are becoming increasingly high-end
and comprehensive, with greater
contract value and more innovative
structures.
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Active progress of business model
transition

Relying on investment and
cooperation on international
production capacity, the
transition and momentum in
upgrading the international
engineering contracting industry
are significantly enhanced, with
further acceleration in business
areas like engineering-related
investment and “integration of
construction and operation”.
BOT (build-operate-transfer),
PPP (public-private-partnership),
BOO (build-own-operate) projects
have a greater share in foreign
engineering contracting business,
while the number of projects
with integration development of
infrastructure, energy resources
and complementary industrial
projects has further increased,
leading to a more diversified
business in the industry.
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Significant changes in the
notions of development

First of all, pursuant to the diversified
demand of the international
market for contracting business,
the development notion of
enterprises has changed from
being “builders” of the project to
“participants” of the economic
and social development in the
host countries. Certain enterprises
grasp the project initiative to
achieve a stable development
in the host countries through
assisting the overall regional
planning and development for
the country. In different stages
of implementation of the project,
the advantages in areas such as
talent, technology, market and
capital are fully utilized and
marketing, management and profit
centers are moved forward, so
as to deploy business resources
globally and continuously
deepen localization, evolving
into a multinational company.
Secondly, enterprises have more
regard to social responsibility and
sustainable development, conduct
close and effective communication
with project owners and local
stakeholders, and closely integrate
environmental protection and
social factors with all phases of
projects, so as to continuously
enhance the sustainability of
overseas projects.
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Tightened risk management

In 2016, although peace and
stability are preserved under the
overall international security,
undercurrent is surging with
intertwining security threats and
the wrestling between leading
powers, regional conflicts and
military competition have been
constantly hiking. In particular,
regions along the “One Belt and
One Road” display high political
risk, poor legal environment,
significant exchange rate risk,
complex religious and ethnic
issues, leading to a significant
impact on the implementation of
projects.

In addition, commodity prices
such as international oil remained
low, leading to a reduction of
fiscal revenue in countries with
resource-based economy in
Africa, Latin America and Central
Asia. As a result, infrastructure
projects of some countries were
forced to postpone or delay,
while payment delay occurred in
some ongoing projects, causing
some signed projects difficult to
become effective and commence
construction.
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Trading Business

In 2016, China’s overall foreign trade
stabilized and improved. National
import and export amount reached
RMB24.3 trillion (equivalent to nearly
USD3.7 trillion), reduced by 0.9%,
which is 6.1% lower than that of 2015.
The export amount reached RMB13.84
trillion, reduced by 2.0%, while import
amount reached RMB10.49 trillion,
increased by 0.6%. General trade import
and export accounted for 55% of the
total amount of import and export, with
an increase of 1% over the previous
year. Netting the amount of import and
export, there was a favorable balance
of RMB3.35 trillion, representing a
decrease by 9.1% compared to that of
2015.
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In 2016, the operation of the annual
foreign trade mainly had the following
characteristics. First, the commodity
structure was constantly optimized,
and exported goods changed from
consumer goods to consumer goods
and investment products. Second, the
composition of trading operators was
constantly optimized, with export
of private enterprises increased by
0.8%, accounting for 46% of the total
amount and became the largest trading
operators. Third, patterns of trade were
constantly optimized, with general trade
export increased by 0.4%, accounting
for 53.8%. The domestic value-added
rate of processing trade reached 44.6%,
with an increase of 0.6%. Fourth, new
patterns of business became a new
driving force, with import and export
of cross-border online retailers in pilot
region having reached RMB163.7
billion, with an increase over 100%. The
export of procurement trade reached
RMB203.9 billion, with an increase
of 16% as compared to previous year.
Fifth, the diversification of international
market has made some progress, with a
faster growth in trade between certain
countries along the “One Belt and One
Road” regions.

In addition, optimization of import
and export made good progress. In
terms of export, export of goods
with traditional advantages in China
still maintained growth and good
competitive advantages in 2016. Under
the advantages of China’s abundant
capital, perfect industrial system and
strong manufacturing capacity, China’s
enterprises accelerated their pace of
globalization, promoting cooperation
on international production capacity,
as well as the export of manufacturing
equipment and high value-adding
products.

39

2016%F » 2FHNE EIT EH 2B
NS #Eﬁﬁ%ﬁ%TT%ﬂE
b > 0 AR DA R A )
HEMMEELWE  —2E5F
MAEEAEEL  REASELD
filh 2 346 % > % 50.8% > 55
— KB FM - =G5 FAER
B 1B 1k *%§%$DM$%%
%mTM%OMI = e B RS

P F44.6% > R T70.6% o U2
ERERL S0 7 > Bl R S 5 R
pEaE s O N R E1,637ME T > R
fEUA Lo MG RIEE Z 1 0 N R
2,039f% 7T » f&@ﬂém% &

B % 35 2 ek B — 2 R > AR
or [ 3 — B ] R B 5 i R

;H%O

TN > AEEE b AR T TS R
G - fEH O A > 20164F 3K
(B8] {2 0 48 2 o o AT PR R RS S AN
Eﬁ?ﬁﬁm?ﬁ% [F] IRF 75 4 7 R B
MIEAR  TEM LERA K
R K RE R Sy > KB A ZETE Nk
Tt 2 R0 A A R B B A A e LA
By T e AR B RN = B 0 (R A B
[ o



In terms of import, import of
commodity such as crude oil and
copper continuously maintained a
growing momentum, indicating that
China’s domestic economy operated
smoothly with a resumption of demand.
The outcomes of expansion of import
and optimization of import structure
emerged, with a faster growth in the
import of high-tech products such
as advanced technology, key parts
and important equipment. Imports of
mechanical and electrical products
increased by 1.9%, of which import of
turbojet engines, ships and automatic
measuring and analyzing instrument
increased by 26.8%, 26.6% and 10.7%,
respectively.

In general, China’s foreign trade is
undergoing a historic transition from
great quantity to good quality, with
acceleration in the formation of new
foreign trade advantages stressing
technology, standards, brand, quality
and service, of which new technologies,
new business patterns and new models
are becoming the new driving force of
foreign trade development.

Service Industry

Along with rapid economic growth
in China, industry structure has been
transformed into tertiary industry from
secondary industry. Service industry
is expected to be the driving force to
develop Chinese economy in the “New
Normal” stage. In 2016, the value
added of the tertiary industry reached
RMB38,422.1 billion, increased by
12.5% as compared to 2015, accounting
for 51.6% of China’s GDP.
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Industrial boundaries have been
increasingly blurred within the reformed
business ecosystem, which have
brought increased cooperation within
industries as a form of mergers and
acquisitions by intensifying the industry
concentration. With more mergers and
acquisitions transactions in China,
industrial concentration ratio is expected
to be enhanced further in the future
and engineering surveying and design
industry will accelerate marketization
as its final goal. In addition, following
the development of internet information
and technologies, it is expected that
more enterprises in the same industry
have less interaction with one another
under a fierce competition environment
compared to the past and more
enterprises will continuously reform
their business mode by influencing
various industries and existing mature
industries and this trend to renovate
business model will last for the time
being.

As the service industry becomes the
major driving force of economic growth,
the goal to build a well-off society in
various sectors is set to double the GDP
per capita of 2010 in the year of 2020.
With a decreasing growth rate of the
economy, the development of service
industry plays an important role with
medium-high growth rate compared
to the recession of the manufacturing
industry.
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II.

BUSINESS OVERVIEW

A.

International Engineering Contracting
Business

We are a leading international engineering
contractor and service provider in China,
focusing on the EPC projects, particularly
in the power and energy industry. Our
international engineering contracting
business is one of the Company’s
traditional core businesses, accounting
for about 58.9% of the Company’s total
revenue in 2016.

In 2016, the international engineering
contracting business adhered to the guiding
principle of “consolidating foundation
and developing innovation”, actively
responding to national policies such as
the “One Belt and One Road” initiative
to strengthen strategy research and
market deployment. On the one hand, the
Company continued to enhance expansion
efforts in traditional markets through
the deepening of regional and territorial
construction, so as to consolidate the
leading position in the power industry
of traditional market. At the same time,
refined project management is elaborately
promoted to strictly monitor quality and
risk. On the other hand, the Company
actively expanded into new markets,
seeking to innovate investment and
financing models, broaden financing
channels, actively carry out international
cooperation and improve the industrial
chain, so as to achieve remarkable results.
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The following table sets forth the details of
the International Engineering Contracting
Business for the year ended December 31,

T RHIE E20164F12H31H 1F 4
B B R TR R ZE R R o DA R

2015412 731 H 1F4F B 1Y He i 8

2016 and the comparative figures for the ¥
year ended December 31, 2015:
Unit: RMB million
By NR¥H#T
Year-
% of on-year
2016 Total 2015 Growth
AR T4
20165 i % 20154 MR
Revenue Power
WA &R 7,290.2 58.9% 7,261.7 0.4%
Transportation and
Telecommunications
A 0 7 iy e 1A 1,267.0 10.2% 3,850.2 -67.1%
Non-Core Sectors
FOITE 3,827.9 30.9% 2,861.6 33.8%
Total
et 12,385.1 100.0% 13,973.5 -11.4%
Gross profit Power
EF AR 1,781.1 63.3% 1,746.0 2.0%
Transportation and
Telecommunications
A 3 7 iy e 1A 272.1 9.7% 613.5 -55.6%
Non-Core Sectors
FRATE 758.2 27.0% 209.5 261.9%
Total
et 2,811.4 100.0% 2,569.0 9.4%
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Overall good project
implementation

In 2016, the Company had 43
projects under construction.
The overall performance of
project implementation was
stable without any material
accidents. The Company focused
on the fulfillment of social
responsibilities and greatly
improved the value of its brand
and popularity.

In respect of completed projects,
the project regarding No.6 power
unit of the central power plant
in Venezuela completed the
operational reliability test 83 days
ahead of schedule, effectively
alleviating the power shortage
situation in Venezuela. The said
project obtained provisional
acceptance certificate and also
won the “SINOMACH Quality
Award”. For the TENAGA wind
power project in Pakistan, which
is the Company’s first overseas
wind power EPC project, the
Company strictly controlled the
quality and proactively fulfilled
its social responsibilities, and was
thus highly rated by all walks of
life.

In respect of project implementation,
a number of the Company’s
projects made good progress thus
attracting a lot of attention. For
example, Bafoussam Stadium and
Limbe Stadium in Cameroon were
inspected by the Confederation
of African Football in April 2016
and passed acceptance test. Some
other projects including SOYO
phase I project in Angola and
Pakistan Thar coal-fired power
project made smooth progress.
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As at December 31, 2016, we
undertook engineering contracting
projects in more than 48 countries
and regions over the world, with
a primary focus in Asia and
Africa. There were a number
of successfully completed
projects and ongoing projects
in South America and Europe.
The following map indicates
the locations of our engineering
contracting projects from 2009 to
2016.

The following table sets forth
a breakdown of the revenue
from the Group’s International
Engineering Contracting Business
by geographic locations for the
year ended December 31, 2016:

Asia

South America
North America
Africa

Europe

Total

GHR
B
Bl
T
(il

#at
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N % & ¥ # £20164F12H31
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2016 % of

20164 Total

RMB million I %

AR¥EET

5,695.5 46.0%

2,075.8 16.8%

51.9 0.4%

3,492.8 28.2%

1,069.1 8.6%

12,385.1 100.0%




Excellent performance of market
development

Breakthroughs in large projects.
In 2016, our newly signed
projects experienced a dramatic
rise including several projects
with a contract amount of over
USD300 million, e.g. Nam Ou
phase II transmission line project
in Laos, the expansion and
construction project of the gas
turbine combination circulation
power station in Basra, Iraq, and
the Omar single circulation gas
turbine power station project
in Nigeria. The newly effective
projects comprised primarily
South Nunn power transmission
and distribution project in Laos,
Gampaha, Attanagalla and
Minuwangoda Integrated Water
Supply Scheme in Sri Lanka, the
expansion and construction project
of the gas turbine combination
circulation power station in
Basra, Iraq, and the Lauca power
transmission system project in
Angola.

Progress in expansion into new
markets. In Africa, the Company
entered into a contract in
respect of its first 400KV power
transmission project in Kenya;
in the Middle East, the Company
entered into a contract in relation
to the new football field project in
Bat Yam, Tel Aviv, Israel.
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Achievements in creating new
fields. The Company constantly
developed new segments within
the power energy market that it is
familiar with. In the field of wind
power, the Company entered into
a contract in respect of KIPETO
wind power project in Kenya;
in the field of solar power, the
Company participated in the 1.5
MW solar power IPP project in
Maldives, and entered into an
implementation agreement and a
power purchase agreement.

Continuous innovation in
investment and financing models

Investment-driven EPC models
achieved substantial breakthroughs.
The Thar coal-electric project
in Pakistan was officially
implemented.

Financing channels and models
were continuously widened and
financing means experienced
continuous innovation. While
consolidating the export buyer’s
credit business, the Company
restarted the export seller’s credit
business, and studied and designed
seller’s credit project re-financing
scheme to solve the possible risks
in terms of exchange rate, interest
rate and collection of foreign
currency in the seller’s credit
business. At present, the Company
is proactively promoting the
implementation of its first seller’s
credit re-financing project.
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Continuous intensification of
international cooperation

The Company continued to
intensify the strategic cooperation
with domestic and overseas
leading enterprises including
GE and Siemens, and further
consolidated the collaboration
and cooperation between
enterprises in terms of industry
consolidation, market development
and information exchange. In
addition, the Company optimised
the cooperation mode and process
to give full play to the advantages
of all parties to achieve a win-win
situation.

In 2016, the Company entered
into an agreement on strategic
cooperation with GE, and
established exclusive cooperation
relationship with GE in relation
to individual projects. At present,
the Company has entered
contracts for KIPETO wind power
project in Kenya, Omar single
circulation gas turbine power
station project in Nigeria, etc.
through the strategic cooperation
with GE. Moreover, the Company
has entered into a strategic
agreement with WorleyParsons,
an international renowned design
consulting company.

Deepening of Regionalization
cum Localization

In respect of regionalization, the
Company adopted “special zone
management” for companies in
such two regions as Singapore
and Dubai, which were allowed to
conduct and test in advance, and
offered support in terms of finance,
investment and financing, etc. to
fully accelerate the regionalization
cum localization of the engineering
contracting business.
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In respect of localization, the
Company has made a big leap in
terms of site in situ design, local
procurement, cooperation with
local enterprises, etc. in Belarus,
Serbia, Angola and other markets.

Major improvement in
management of critical junctures
along the industrial chain

In respect of construction
supervision capacity, the
Company’s own construction
supervision capacity has been
constantly reinforced. The business
participation and integration of
Beijing Scientech International
Project Management Co., Ltd.*
(It nt BLEE B B TR LA R
/%y H]) and Harbin Power System
Engineering and Research Institute
Co., Ltd.* (W AT 78 & v s M L E
&% wE AT B A R 2 |l (“HPI),
which are managed by the Company
under custodianship, with the
Company were further promoted.
The construction supervision work
system has been preliminarily
formed.

In respect of centralized
procurement management, the
procurement management platform
has been put into operation and
has covered all the projects under
construction and newly signed
projects, providing powerful
guarantee for the efficiency
and compliance of procurement
management.

In respect of after-sales services, the
Company vigorously built its power
station operation and maintenance
capacity. The establishment of the
power station after-sales services
and remote diagnosis capacity
backed by HPI made continuous
advancement.

49

J& AL T > RN - 2B
MEnn ~ LEHIF TS AR
SRR ~ PR~ B
g%%ﬁ%ﬁﬁﬁ%%ﬁ—ﬁ

EXABROYEREES
#7

fEE AR RE I > ~ElA
A B B R A B g - Jb
o B [ P AR AT PR
1 T8 T 7 i s R R T O
KA RAA (TRRE]) 1E
3208 ) AEAE A G B ] 3
B5 19 2 BURD 5 R — P 4R
o BB TR RV IE

=

TEAR P PR IS BT ) > PR A
HraoM80E . BIEERES
F A ERAE AT TH H A 4 I
H o> A REE T PRI B
AR

TE ARG Tr T - I E
A B EAERE ST > LI E S
S B 1Y) o ol AR IR SO RS
Brhe B A R A -



The following table sets forth
the operational details of the
International Engineering
Contracting Business for the year
ended December 31, 2016 and the
comparative figures for the year
ended December 31, 2015:

Amount FER  Power
of newly SFEEHE  Transportation and

effective Telecommunications
contracts Non-Core Sectors
Total
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Unit: US$ million
Hy o HEFEITL

Year-on-year

% of Growth/

2016 Total 2015 (Decline)
g

am WE/

20165 % 20154 (WD)
2,350.0 68.0% 2,144.8 9.6%
233.1 6.8% 258 803.5%

870.3 25.2% 1,010.5 -13.9%

34534 100.0% 31811 8.6%




Backlog AEH  Power
SE&  Transportation and
Telecommunications*

Non-Core Sectors

Total

Signed EHENEF  Power

contracts ~ 4£MAE  Transportation and

pending to Telecommunications

be effective Non-Core Sectors
Total

* The amount of contracts, for

which income was recognised
by net amount, was deducted
from the backlog.
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Unit: US$ million

By HEFEITT
As at As at
December % of  December Increase/
31,2016 Total 31,2015 (decrease)
M2016E mEN  M015E MR/
12A31H % 120310 (WD)
BRI 6,095.4 68.4% 4743 5 28.5%
R 774.1 8.7% 1,194.1 -35.2%
ETEA
R AIAE 2,045.9 22.9% 1,603.4 27.6%
@t 8,915.4 100.0% 7,541.0 18.2%
EHER 6,980.2 45.9% 7,494 4 -6.9%
R 2,611.0 17.2% 1,049.0 148.9%
ETHE
FHOTE 5,605.6 36.9% 3,647.5 53.7%
@t 15,196.8 1000% 12,1909 24.7%
¢ IR B ERR WA B & TR &

g/\ °
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Trading Business

In 2016, the Trading Business continued to
increase the transformation and upgrading
efforts on the basis of integration and
transformation in the past and under
the direction of solidifying business
model and enhancing profitability, to
continuously promote the reform of
the modularized management system;
actively explore cross-border e-commerce
and other new business model; to
push forward the industrialization of
investment, continuously improve the
one-stop integrated service capabilities,
and actively shift to an integrated service
provider; to further deepen the cooperation
with local governments; and to enhance
brand building efforts; and to consolidate
cooperation with other business segments
of SINOMACH and the Company, and
strictly control risks while developing our
business, which have achieved results.

The following table sets forth the
details of the Trading Business for the
year ended December 31, 2016 and the
comparative figures for the year ended
December 31, 2015:

Revenue WA International trade
Domestic trade
Total

Gross profit ~ EF| International trade

Domestic trade

Total
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Unit: RMB million

oy o NRBE#E T

Year-

on-year

% of Growth/

2016 Total 2015  (Decline)

i

W/

2016F HEN% 20154 ()

4,878.3 66.7%  6,890.2 -29.2%

2,430.5 33.3% 1,718.1 41.5%

73088  100.0% 8,608.3 15.1%

290.4 82.2% 596.2 -51.3%

62.7 17.8% 48.6 29.0%

3531 100.0% 644.8 45.2%




Steady development of core
business

Under unfavorable market
environment, the high-end castings
and forgings, electrical, new
energy, textile machinery parts and
other core business of the trading
segment of CMEC further clarified
the direction for development and
formulated an expansion model
bearing their own characteristics.

Industrial investment was steadily
moving forward. CMIPC Huajin
Casting Co., Ltd.* (Ll 7§ H 3% %
& &% 1% A PR 2~ Fl) and CMIPC
Jiangsu Precision Machinery
Manufacturing Company* (1 #%
M LR R LB s &
A]), in which CMIPC invested, are
operating well. Also, CMIPC has
established China Machinery Metal
Jiangsu Co., Ltd.* (B4 & VL%
H BRZ#]) jointly with Chongging
Materials Research Institute Co.,
Ltd.* (FE R RIE T Be A FR 2 7))
(“Chongqing Research Institute”)
and conducted cooperation with
China National Erzhong Group
Co.* ([ 56 — 5 AU M Al A 18
Fl) in various business such as the
Jiuyi electric shovel project. The
work for which CMEC Engineering
Machinery and Tianjin Chuandong
Institute® (KRB FTBE) under
the SINOMACH Group jointly
acquired Sanyuan Construction
(Tianjin) Electric Co., Limited*
(ZHEE (R ERARAA)

was orderly progressing.

Progress achieved on overseas
regional business exploration

CMIPC was in the process of
establishing an integrated regional
center in Australia, which can
directly sell to end users forging
and casting goods thereby
shortening the nodes of the supply
chain.
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East Resources has many years
of establishment in Thailand
as the center of the Southeast
Asia region, and has sound
customer and social relations,
which has initially formed a
gradient development trend, and
has actively explored property
development projects in the Thai
market.

Core market development on
the Caribbean Sea by CMEC
International Trading has also
made certain results. In particular,
the tender of roof photovoltaic
power station projects in respect
of the schools at Curacao has
been awarded and the framework
agreement has been signed in
relation to materials supply from
Curacao.

Increasingly pragmatic
cooperation with the government

The Company continued to
deepen cooperation with the local
governments of Yinchuan and
Zhumadian and has set up a trade
value-adding service platform
to achieve CMEC localized
“one-stop” trade value-adding
services through the provision of
supply chain trading services and
financing services.

54

SRCURAE LA [ 2y v o0 B SR R
IR 2 F > A RIFHE
F LA g BR > IR T I
F 6 1 B 48 B 5L A PR R AE
PTG P S EIE A o

B Y N BT AL T
PREERIT T —EMRCR - H
o JEE T R A R TEOG AR 7R i
JHH BRI - B R
MU ETEH C# AT HE 2L 1k -

BFEFBAEE

INFIANET AL BRI ~ B R
LW BUREE  BERETHE
S ERET- & Wit
JRE B 8 ) R A5 B A IR > AR
1M BHLCMEC/E it [ —uh=L
& G W E IR -



Services Business

In 2016, the Company’s tendering
business and exhibition business under
our Services Business have been
actively looking for new growth points
and achieved stable development.
The tendering business witnessed an
explosive growth as compared with
last year with the commission rate and
tendering amount up by 469% and 390%
year on year. The exhibition business
kept expanding the service market and
has been seeking to achieve personalized
and value-adding services and building
quality projects closely adhering to
such business objectives, which has
maintained leading position in the
industry.

With respect to design consulting, the
Company has established the design
consulting management department in
2016 as the management department
of our design consulting business,
and has made great efforts in building
the management structure, enhancing
connection and cooperation with
other business segments, promoting
market coordination among enterprises
within the segment and strengthening
scientific research and technological
innovation ability. As a result, the
scale and profitability of our design
consulting business achieved significant
improvement.
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Scientific and technological
innovation capacity keep
strengthening

In April 2016, China Machinery
International Design and Research
Institute Co., Ltd.* (*f #
%I%I n+mh@nﬁﬁafﬁ‘:
7y #l) (“China Machinery
R&D”) set up a “Sponge City
Technology Research Center”,
which has been approved as
the “Integrated Technology
of Sponge City Construction
-Hunan Engineering Research
Center” in September 2016. It is
the first provincial engineering
research center at the sponge
city construction field in Hunan
Province, laying a foundation
for the Company to seize the
initiative in research of the field.
The institute has completed a
number of national and provincial
major special research projects,
one of which has won the
second prize of scientific and
technological progress in Shanxi
Province, established China-
Angola Geotechnical Science
and Technology Cooperation
Demonstration Base, and
planned to set up underground
space research institute, actively
researched on integrated corridor
and other underground projects.
In addition, Zheng Jianguo, the
chief engineer of China Jikan
Research Institute of Engineering
Investigations and Design Co.,
Led.* (B BK T 3¢ B %€ 5% 5t 0F 5%
B A FR A 7)) (“Jikan Research
Institute”), was awarded the title
of “National Engineering Survey
and Design Master”. At this point,
four experts from Jikan Research
Institute have been honored
this title, ranking the forefront
of similar units throughout the
country.
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The support from the Company’s
core business has improved

In 2016, China Machinery R&D
provided nearly 50 pre-technical
advisory services to the Company,
including domestic and foreign
technology and business visits,
technical program preparation,
tender offer, technical review
etc. In respect of the provision
of on-site technical support
services, it provided permanent
on-site technical services for our
Puttalam coal power project in Sri
Lanka and other projects. Jikan
Research Institute concentrated
on the technical support of the
overseas business of the Company
and provided professional and
permanent on-site technical
services for the construction work
of the pile foundation of our Soyo
power station project in Angola
and Thar coal-electric integration
project in Pakistan. Besides,
with the support of its oversea
offices, it constantly increased the
cooperation with the Company
and other engineering contracting
enterprises.
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The following table sets forth the
details of the Services Business for the
year ended December 31, 2016 and the
comparative figures for the year ended
December 31, 2015:

Revenue WA Design consulting services
Logistics services
Exhibition services
Export-import agency
services
Tendering agency services
Others

Total

Gross profit ~ EF/ Design consulting services
Logistics services
Exhibition services
Export-import agency
services
Tendering agency services
Others

Total
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Unit: RMB million
#Hr o ANREE BT

Year-

on-year

% of Growth/

2016 Total 2015 (Decline)
fReE

WE/

20165 AEN% 20154 (D)
461.4 34.9% 266.1 73.4%
2137 16.2% 369.1 -42.1%
197.2 14.9% 2444 -19.3%
324 2.4% 58.2 -44.3%
332 2.5% 12.2 172.1%
3854 29.1% 5245 -26.5%

1,323.3 100.0% 1,474.5 -10.3%

134.5 35.4% 119.6 12.5%
126.0 33.2% 193.3 -34.8%
324 8.5% 41.8 -22.5%
30.7 8.1% 54.8 -44.0%
10.1 2.7% 38 165.8%
46.0 12.1% 99.7 -53.9%
319.7 100.0% 513.0 -26.0%




D.

Important Events

1.

Completion of the acquisition of
CNCEC

On February 5, 2016, the Company
and SINOMACH entered into an
acquisition agreement, pursuant
to which the Company agreed to
acquire the entire equity interests
in CNCEC for an aggregate
consideration of RMB532,678,100.
The acquisition was completed
in May 2016. The acquisition
demonstrates SINOMACH’s strict
adherence to its non-competition
undertakings, and enables the
Company to better utilize relevant
business integration to strengthen
the competitiveness of its core
businesses, optimize resource
allocation and further consolidate
the position of the Company as
SINOMACH’s flagship enterprise in
conducting international engineering
contracting business. The
acquisition has expanded the scale
of the International Engineering
Contracting Business, developed
into the business of distinctive
agricultural segment and expanded
the Company’s business frontier
around the world. For further details,
please refer to the Company’s
announcements published on
February 5 and May 23, 2016 on
the respective websites of the Stock
Exchange and the Company.
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Investment in relation to the
Formation of Zhongzhe High-speed
Railway Bearing Co., Ltd.* (H4f
=& HAERAL ) (“Lhongzhe
Bearing”)

On October 26, 2016, the Company,
Luoyang Bearing Science &
Technology Co., Ltd, Guangming
Railroad Holdings Co., Ltd. and
CRRC Equity Investment Co.,
Ld* (F BB RS E AR 2
Fl) entered into an investment
agreement for the establishment
of Zhongzhe Bearing. Zhongzhe
Bearing had a total registered
capital of RMB250,000,000.
The Company made a capital
contribution of RMB25,000,000 and
held 10% of the equity interest of
Zhongzhe Bearing. The formation
of Zhongzhe Bearing would
enable each joint venture partner
to synchronise their respective
research capabilities, manufacturing
technologies, resources and sales
channels in the development,
manufacturing and sales of railway
bearings, and would allow the
Company to further increase its
market share in developing and
manufacturing high-end forging and
casting products, especially those
related to high-speed railway and
urban rail transit. The formation
of Zhongzhe Bearing was in
furtherance of the Company’s
strategy to improve its industrial
supply chain and strengthen the
Group’s overall competitiveness.
For further details, please refer
to the Company’s announcement
published on October 26, 2016 on
the respective websites of the Stock
Exchange and the Company.
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Investment in relation to the
Formation of China Machinery
Metal Jiangsu Co., Ltd.* (Ej#%
BIT#BERZL A]) (“CMMC”)

On November 30, 2016, CMIPC,
Chongqing Research Institute and
Jiangyin Nangong Forging Co.,
Ltd. entered into a shareholders’
agreement and formulated the
articles of association for the
establishment of a new joint
venture company, CMMC. CMMC
has a total registered capital of
RMB100,000,000. The Company
will make a capital contribution
of RMB25,000,000 and hold 25%
of the equity interest of CMMC.
The formation of CMMC is in
furtherance of the Company’s
strategy to improve its industrial
supply chain and strengthen the
Group’s overall competitiveness
in the market of developing and
producing high-end casting and
forging products and will further
expand CMIPC’s product range
from forging and casting goods
for traditional mining machinery
and engineering machinery classes
to forging and casting goods
for plant equipment, energy and
offshore oil and gas equipment.
For further details, please refer
to the Company’s announcement
published on November 30, 2016
on the respective websites of the
Stock Exchange and the Company.
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Disposal of CMEC International
Exhibition Co., Ltd. (“CMEC
Expo”) and investment in China
National Automotive Industry
International Corporation
(“CNAICO”)

On December 14, 2016, the
Company, SINOMACH, China
Machine Tool Sales and Technology
Services Co., Ltd., Sinomach
Capital Holdings Ltd. and CNAICO
entered into a share subscription
agreement, pursuant to which, the
Company agreed to transfer all its
equity interest in CMEC Expo to
CNAICO as capital contributions
of RMB73,682,200 made by the
Company to CNAICO. Upon
completion of the transaction,
the Company held approximately
19.29% of the total equity interest of
CNAICO, and CMEC Expo ceased
to be a subsidiary of the Company.
The transaction was completed in
January 2017.

The reorganization of CNAICO
was a strategic step to consolidate
and integrate the diversified
exhibition resources and talents of
SINOMACH into one platform,
namely CNAICO. By virtue of the
integrated exhibition resources and
talents, CNAICO was able to acquire
other companies in the exhibition
services industry and further increase
its market shares in domestic and
international exhibition market.
On the other hand, the Company
mainly focused on the International
Engineering Contracting Business
and the Trading Business, while the
exhibition services conducted by
CMEC Expo only formed a small
part of the Group’s businesses.
Through the restructuring of CMEC
Expo and its incorporation into
CNAICO in exchange for the equity
interest of CNAICO, the Company
would be able to concentrate
the resources on the further
development of its core business,
as well as improve its operational
efficiency and receive dividends and
investment returns from CNAICO.
For further details, please refer to the
Company’s announcement published
on the respective website of the
Stock Exchange and the website of
the Company on December 14, 2016.
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III.

FINANCIAL POSITION AND OPERATING III.

RESULTS

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

1. Overview

The Group’s profitability dropped
slightly in 2016. Profit before taxation
decreased by 7.1% to RMB2,783.9
million in 2016 compared to
RMB2,996.9 million in 2015.

2. Revenue

The Group generated its revenue
from the International Engineering
Contracting Business, Trading
Business and Services Business. The
Group’s revenue dropped by 12% to
RMB21,017.2 million in 2016 compared
to RMB24,056.3 million in 2015.

The following table sets out, for the
periods indicated, the amount and
percentage of our total revenue by each
of our three business segments:

BRI R R E R AE

TE B 5 2l 5 5w M>% 2B &7
$%mﬁiﬁﬁm 7 A A (3] 1) B S
$&%§&I}ﬁu£ °
1. W=

A AE [ 1 B R 20165 WA T [ o

20164F Br B AT i A1) £ N R H2,783.9
HH T 520154F 19 A KR #2,996.9
H&ETTHPT71% -

2. WA
AL B A K B B TR KA
XK "B 5 EWH LRBE £ -
20164F > A £ H B Ut A & N R
21,017.21H E;fa 220154 19 N R

#24,056.3 F B oK 12% ©

RS T 7 3 1] = A S5 o3
2 A I B ML BRI A B F o L

Year ended December 31,

International BT
Engineering AEEK
Contracting Business

Power Gt jJ ﬁ% b

Transportation and A2 9 4 &
Telecommunications Gt %@ﬁﬂ

Non-Core Sectors FEZITE

Trading Business EEES S

International trade B [

Domestic trade B N & 5

Services Business R 7% % 7%

Total et

BZEZ12A31BLLEFE
2016 2015
20165 20154F

(RMB (RMB
million) (%) million) (%)

(ARH (A EHF
BET) (%) F 4 0) (%)
7,290.2 34.7% 7.261.7 30.2%
1,267.0 6.0% 3.850.2 16.0%
3,827.9 18.2% 2.861.6 11.9%
4,878.3 23.2% 6,890.2 28.7%
2,430.5 11.6% 1,718.1 7.1%
1,323.3 6.3% 1,474.5 6.1%
21,017.2 100.0%  24,056.3 100.0%
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1)

International Engineering
Contracting Business

The Group’s revenue generated
from the International Engineering
Contracting Business decreased by
11.4% to RMB12,385.1 million in
2016 compared to RMB13,973.5
million in 2015, primarily due
to the decrease in the revenue
generated from the transportation
and telecommunications sector.

The revenue generated from the
power sector increased by 0.4%
to RMB7,290.2 million in 2016 as
compared to RMB7,261.7 million
in 2015, and remained stable
compared with 2015.

The revenue generated
from the transportation and
telecommunications sector
decreased by 67.1% to
RMB1,267.0 million in 2016
as compared to RMB3,850.2
million in 2015, primarily due to
the delay in the progress of the
railway rehabilitation project in
South America in the first half
of 2016 under the impact of the
local government transitioning,
resulting in the decrease in
revenue as compared with that in
2015.

The revenue generated from the
Non-Core Sectors increased by
33.8% to RMB3,827.9 million in
2016 as compared to RMB2,861.6
million in 2015, primarily due
to the significant progress of the
water plant and house construction
projects in Africa and Asia in 2016
with higher revenue as compared
with that in 2015.
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2)

3)

Trading Business

The Group’s revenue generated
from the Trading Business
decreased by 15.1% to
RMB7,308.8 million in 2016
compared to RMB8,608.3 million
in 2015, primarily due to the
decrease in the revenue from
international trade.

The revenue generated from
international trade decreased by
29.2% to RMB4,878.3 million in
2016 as compared to RMB6,890.2
million in 2015, primarily due to
the substantial decrease in grain
re-export business in Europe in
2016 as compared with the large
trading volume of the same in
2015.

The revenue generated from
domestic trade increased by 41.5%
to RMB2,430.5 million in 2016 as
compared to RMB1,718.1 million
in 2015, primarily due to the
increase in the business volume of
the procurement of solar energy
components.

Services Business

The Group’s revenue generated from
the Services Business decreased by
10.3% to RMB1,323.3 million in
2016 compared to RMB1,474.5
million in 2015, primarily due to
the decrease in external orders
of solar energy components
processing and logistics business.
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Cost of sales

The Group’s cost of sales decreased by
14.1% to RMB17,473.0 million in 2016
compared to RMB20,329.4 million in
2015, primarily due to the decrease in
the business volume of the International
Engineering Contracting Business and
the Trading Business, as well as the
decrease in both revenues and costs
from the relevant sectors.

Gross profit and gross profit margin

(i)  Gross profit of the Group in 2016
consists of the followings:
International BRITE
Engineering AEEK
Contracting
Business
Power & JIEETR
Transportation and A 3 7 Je
Telecommunications T
Non-Core Sectors #ﬁiﬂ?%
Trading Business E5EK
International trade Ig%g =0
Domestic trade N 5
Services Business PR 7% ¥ 7%
Total et

3. SHERX
2016%4F » AL H M ERA S AN
R #17,473.08 & JC > M20154 Al
A N R ¥20,329.4 10 8 ot > BFEIE A
14.1% > F B2 i i BB LA A
EFUME G EFNETE TR
AH BE A R ZETS AR YA FIT R -
4. ERNRERZE
(i) 2016F 7K & B E 718 5 18 8 20
7\— :
Year ended December 31,
BZ12A31HLEE
2016 2015
20165 20154F

(RMB (RMB
million) (%) million) (%)

(AR # (N R
BET) (%) HHL) (%)
1,781.1 50.2% 1,746.0 46.8%
272.1 7.7 % 613.5 16.5%
758.2 21.4% 209.5 5.6%
290.4 8.2% 596.2 16.0%
62.7 1.8% 48.6 1.3%
379.7 10.7 % 513.0 13.8%
3,544.2 100.0 % 3,726.8 100.0%
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(ii)

Gross profit margins of the
Group in 2016 are set out below:

(ii) 2016F X EFEFZEER T
x

Year ended December 31,

HZ12A31BLFE

2016 2015
20164 20154
(%) (%)

International Engineering
Contracting Business B TREAEER 22.7% 18.4%
Power &I RETR 24.4% 24.0%

Transportation and

Telecommunications A2 3 1 gy N FE - Al 21.5% 15.9%
Non-Core Sectors LT 19.8 % 7.3%
Trading Business E5%E% 4.8 % 7.5%
International trade B 5 6.0% 8.7%
Domestic trade N'E 5 2.6 % 2.8%
Services Business BR7& ¥ 28.7 % 34.8%
Total #Et 16.9 % 15.5%

The Group’s gross profit
decreased by 4.9% to RMB3,544.2
million in 2016 compared to
RMB3,726.8 million in 2015. This
decrease is mainly attributable
to the decrease in the gross
profit of the transportation and
telecommunications sector.
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1) International Engineering
Contracting Business

(a)

Gross Profit

The gross profit generated
from the International
Engineering Contracting
Business increased by 9.4%
to RMB2,811.4 million
in 2016 as compared to
RMB2,569.0 million in
2015, primarily due to the
increase in gross profit from
the Non-Core Sectors.

The gross profit generated
from the power sector
increased by 2.0% to
RMB1,781.1 million in 2016
as compared to RMB1,746.0
million in 2015, which
remained stable compared
with the same period in
2015.

The gross profit generated
from the transportation and
telecommunications sector
decreased by 55.6% to
RMB272.1 million in 2016
as compared to RMB613.5
million in 2015, primarily
due to the decrease in the
revenue as compared to
that in 2015 as the railway
rehabilitation project in
South America was affected
by the local government
transitioning in the first half
of 2016.
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(b)

The gross profit generated
from the Non-Core Sectors
increased by 261.9% to
RMB758.2 million in 2016
as compared to RMB209.5
million in 2015, primarily
due to the significant
progress of the water plant
and house construction
projects in Africa and Asia
with higher revenue in 2016.

Gross Profit Margin

The gross profit margin
generated from the
International Engineering
Contracting Business
slightly increased to 22.7%
in 2016 as compared to
18.4% in 2015, primarily
due to the increase in the
gross profit margin from
the transportation and
telecommunications sector
and Non-Core Sectors.

The gross profit margin
generated from the power
sector was 24.4% in 2016 as
compared to 24.0% in 2015,
which remained relatively
stable.

The gross profit margin
generated from the
transportation and
telecommunications sector
increased to 21.5% in 2016
as compared to 15.9% in
2015, primarily due to the
high gross profit margin
from the expressway
and telecommunications
expansion projects in Africa.

The gross profit margin
generated from the
Non-Core Sectors increased
to 19.8% in 2016 as
compared to 7.3% in 2015,
primarily due to the high
gross profit margin from
the house construction
projects in Africa which was
completed in 2016.
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2)

Trading Business

(a)

Gross Profit

The gross profit generated
from the Trading Business
decreased by 45.2% to
RMB353.1 million in 2016
as compared to RMB644.8
million in 2015, primarily
due to the decrease in gross
profit from international
trade.

The gross profit generated
from international trade
decreased by 51.3% to
RMB290.4 million in 2016
as compared to RMB596.2
million in 2015, primarily
due to the decrease in both
the business volume and
gross profit margin of the
grain re-export business in
Europe.

The gross profit generated
from the domestic trading
business increased by 29.0%
to RMB62.7 million in 2016
as compared to RMB48.6
million in 2015, primarily
due to the better economic
outcomes received in from
the business of the high-end
casting and forgings.
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(b)

Gross Profit Margin

The gross profit margin
generated from the Trading
Business was 4.8% in 2016
as compared to 7.5% in
2015, primarily due to the
decrease in gross profit
margin from international
trade.

The gross profit margin
generated from the
international trading
business was 6.0% in 2016
as compared to 8.7% in
2015, primarily due to the
substantial decrease in
gross profit margin from the
grain re-export business in
Europe.

The gross profit margin
generated from the domestic
trading business was 2.6%
in 2016 as compared to
2.8% in 2015, which
remained stable compared
with that of 2015.

3) Services Business

(a)

(b)

Gross Profit

The gross profit generated
from the Services Business
decreased by 26.0% to
RMB379.7 million in 2016
as compared to RMB513.0
million in 2015, primarily
due to the decrease in
revenue from the logistics
services business as
compared with that for the
same period in 2015.

Gross Profit Margin

The gross profit margin
generated from the Services
Business was 28.7% in 2016
as compared to 34.8% in
2015, primarily due to the
decrease in the proportion
of gross profit of logistics
business and the decrease in
gross profit margin from the
design consulting services
business in the year as
compared with that in 2015.
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Other revenue

The Group’s other revenue amounted to
RMB29.1 million in 2016 as compared
to RMB14.9 million in 2015. This
increase is mainly attributable to the
increase in subsidy received by the
Company.

Other income and expenses, net

The Group’s other income and
expenses, net amounted to RMB(14.2)
million in 2016 as compared to
income of RMB(21.2) million in 2015,
mainly attributable to the increase in
non-operating income.

Selling and marketing expenses

The Group’s selling and marketing expenses
increased to RMB1,103.9 million in 2016 as
compared to RMB1,148.4 million in 2015,
which remained relatively stable.

Administrative expenses

The Group’s administrative expenses
amounted to RMB725.4 million in 2016
as compared to RMB718.0 million in
2015, which remained relatively stable.

Other operating expenses

The Group’s other operating expenses
increased by 140.0% to RMB162.7
million in 2016 as compared to
RMBG67.8 million in 2015. This increase
is mainly attributable to the increase in
provision for impairment on receivables
as compared to that in 2015.
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10.

11.

12.

13.

Profit from operations

The Group’s profit from operations
decreased by 12.3% to RMB1,567.1
million in 2016 as compared to
RMB1,786.4 million in 2015, primarily
due to the decrease in gross profit and
the increase in provision for assets
impairment.

Finance income/finance expenses

In 2016, the Group’s finance income
amounted to RMB1,248.7 million as
compared to RMB1,263.5 million in
2015, which remained relatively stable.

In 2016, the Group’s finance expenses
amounted to RMB46.9 million as
compared to RMB51.9 million in 2015,
which remained relatively stable.

Thus, in 2016, net finance income of the
Group amounted to RMB1,201.8 million
as compared to RMB1,211.7 million in
2015, which remained relatively stable.

Income tax

The Group’s income tax decreased by
14.4% to RMB674.1 million in 2016
as compared to RMB787.9 million in
2015. This decrease was mainly due to
the collective effects attributable to the
decrease in the profit before tax, tax free
income and assets impairment and etc..

Profit for the year

As a result of the foregoing, the Group’s
net profit for the year decreased by
4.5% to RMB2,109.8 million in 2016
as compared to RMB2,209.0 million
in 2015 and its net profit margin was
10.0% in 2016 as compared to 9.2% in
2015.
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14.

15.

16.

17.

Profit attributable to the Shareholders

The profit attributable to the
Shareholders decreased by 4.5% to
RMB2,106.5 million in 2016 compared
to RMB2,204.8 million in 2015.

Profit attributable to the holders of
non-controlling interests

The profit attributable to the holders
of non-controlling interests of the
Group decreased by 21.4% to RMB3.3
million in 2016 as compared to profit of
RMB4.2 million in 2015.

Liquidity and capital resources

As at December 31, 2016, the Group’s
cash and cash equivalents amounted
to RMB19,541.9 million, compared to
RMB21,032.9 million as at December
31, 2015, representing a decrease of
7.1%, and remained relatively stable.

As at December 31, 2016, the Group’s
borrowings amounted to RMB1,046.4
million, compared to RMB940.2 million
as at December 31, 2015, representing
an increase of 11.3%. RMBS576.7
million (including RMB101.8 million
of long-term borrowings due within
one year) was short-term borrowings
and RMB469.7 million was long-term
borrowings.

The borrowings were denominated in
either RMB, US dollars or Japanese Yen
and were subject to interest rates ranging
from 0.05% to 6.76% per annum.

Capital expenditures

Our capital expenditures consisted
primarily of the purchase of property,
plant and equipment, intangible assets
and land lease prepayments. In 2016,
the Group’s capital expenditure was
RMB626.0 million, representing an
increase of 24.0% as compared to
RMB504.7 million in 2015, mainly due
to satisfactory progress made in the
construction of infrastructure projects
which are fixed assets.
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18.

19.

20.

Gearing ratio

In 2016, the Group’s gearing ratio (total
borrowings divided by total assets)
was 2.2%, representing an increase of
0.1% as compared to 2.1% in 2015,
mainly due to the increase in short-term
borrowings.

Major acquisition and disposals and
significant investments

Please see the paragraphs headed “II.
BUSINESS OVERVIEW — D. Important
Events” on pages 59 to 62 of this
announcement.

Contingent liabilities

We were involved in a number of
legal proceedings and claims against
either our Company or a subsidiary of
our Company in the ordinary course
of business. While the outcomes of
such contingencies, lawsuits or other
proceedings cannot be determined at
present, the Directors believe that any
resulting liabilities will not have a
material adverse impact on the financial
position, liquidity or operating results of
the Group.
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21.

Event after reporting period

On March 28, 2017, the Board resolved
that a final dividend of RMBO0.2042
per share is to be distributed to the
Shareholders, subject to approval of the
Shareholders at the forthcoming annual
general meeting. Such final dividend
proposed after the end of the reporting
period has not been recognised as a
liability at the end of the reporting
period.

In December 2016, the Company entered
into a conditional equity subscription
agreement to dispose of its entire equity
interest in CMEC Expo to CNAICO
as consideration for the Company’s
equity investment of RMB73,682,200
into CNAICO. Upon completion of all
conditions of the equity subscription
agreement, the Company shall own
approximately 19.29% of the total
equity interest in CNAICO, and CMEC
Expo shall no longer be a subsidiary
of the Company. In January 2017, all
conditions of the equity subscription
agreement were completed.
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IV.

RISK FACTORS AND RISK
MANAGEMENT

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

1. Currency Risk

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

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

Credit Risk

Our credit risk is primarily attributable
to trade and other receivables. The
Company has a credit policy in place
and our exposure to these credit risks is
monitored on an ongoing basis. Credit
terms extended to our customers are
determined on a case-by-case basis,
depending on credit assessment carried
out by our management. The credit
terms granted to customers of our
Trading Business are normally about
three to six months. With respect to
the Group’s International Engineering
Contracting Business, credit terms
granted are negotiated individually on
a case-by-case basis and are set forth
in the relevant engineering contracting
contracts. The Company conducts
monthly reviews of credit risks and
end-of-credit-term period reviews as an
internal control measure to determine if
the Group needs to make any necessary
provisions for credits that we have
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extended. As to credit risk for trade and
other receivables, we first evaluate our
customer’s credit status and its ability
to guarantee the payment through
establishing an appropriate business
evaluation system. Meanwhile, as part of
our risk control mechanism on trade and
other receivables, we implemented the
policy to buy export credit insurance.
For the Trading Business, the Company
and the trading subsidiaries are required
to buy unified export credit insurance
from Sinosure; for the International
Engineering Contracting Business
financed by export seller’s credit, the
Group typically buys export credit
insurance from Sinosure for its projects
to meet its financing needs as well as
to control credit risk for trade and other
receivables. Our credit risk arising from
trade and other receivables relates to a
number of independent customers. As
at December 31, 2016, 9.4% of the total
trade and other receivables was due
from our largest customer (2015: 8.7%),
and 21.5% of the total trade and other
receivables was due from the five largest
customers (2015: 23.2%).

Liquidity Risk

Liquidity risk is the risk that the Group
has net current liabilities at the balance
sheet date. The Group is exposed to
liquidity risk if it is unable to raise
sufficient funds to meet its financial
obligations when they fall due. To
manage liquidity risk, the Company
prepares both annual and quarterly
financial budgets which include
budgeting for capital and utilization of
credit facilities to plan and consolidate
various financial resources to meet the
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needs of its business, operations and
development. Furthermore, the Group
monitors and maintains a level of cash
and cash equivalents the management
considered adequate to finance its
operations and mitigate the effects
of fluctuations in cash flow. As at
December 31, 2015 and 2016, our net
current assets amounted to RMBS§,574.0
million and RMBS&,228.6 million,
respectively.

Competition Risk

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

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

Investment Risk

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

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

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

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

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

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

Post-project Transfer Risk

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

12.

Corruption Risk

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

Sanctions Risk

We are a company incorporated in the
PRC and we comply with all applicable
PRC laws and regulations. However, as
a result of our international activities,
we are also subject to the laws and
regulations of the various countries
and regions in which we do business.
In particular, if any of our transactions
is conducted in or through the United
States, or otherwise involves US
persons, US dollar clearing in the
United States or US-origin goods, US
sanctions regulations may be applicable
to some or all of such transactions.
In recent years the U.S. sanctions
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landscape has evolved substantially,
especially those targeted at Iran. January
16, 2016 marked the “Implementation
Day”, which marked the full execution
of sanctions relief promised to Iran as
part of the Joint Comprehensive Plan of
Action (JCPOA) as negotiated by Iran,
the P5+1 (United States, Russia, China,
France, United Kingdom, Germany)
and the EU and endorsed by the UN. In
exchange for curtailing certain nuclear-
related activities, Iran was granted
relief from certain U.S., EU, and UN
sanctions.

Following the regulatory changes in the
United States, the Company decided to
cautiously approach the Iranian market.
The Company’s potential activities in
Iran are limited and only to civilian
infrastructure projects. Further, every
potential project in Iran must be (1)
reviewed by the Company’s internal
export compliance office, (2) reviewed
by outside legal counsel, and (3)
approved by the general manager of the
Company.

On February 2017, the U.S. Department
of the Treasury imposed sanctions
on 13 people and a dozen companies
in response to Iran’s recent ballistic
missile test. The Trump Administration
was careful in pointing out these new
sanctions measures were undertaken
pursuant to existing statutory authorities
that target Iran’s weapons of mass
destruction (WMD) and ballistic
missile activities, but that did not affect
implementation of the JCPOA.

Although there is some uncertainty with
regard to the Trump Administration’s
policy vis-a-vis various U.S. sanctions
regimes, we have been in compliance
with the undertakings made at the time
of the Listing as regards economic
sanctions. We also believe that our
internal control policies targeted at
sanctions compliance, and in particular
our internal compliance program on
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export control, are sound and sufficient
to assist us in navigating the evolving
international sanctions landscape.
Despite the far-reaching and complex
nature of U.S. sanctions programs, our
limited activities in the United States
and rigorous internal control policies
will minimize our exposure and liability
to any potential sanctions violations.
Of course, it is not possible to foresee
which countries or organizations the
U.S. government may place under
sanctions in the future. However,
previous U.S. administrations have
provided either a “wind-down” period,
or issued a general or specific license
to that effect, in order to allow affected
firms to terminate operations and
withdraw from countries placed under
new sanctions. Though the termination
or forfeiture of any business operations
or revenue in relation to any newly
sanctioned counterparties, industries,
projects or countries, may cause an
adverse impact on our operations,
financial condition, or ability to carry on
business in the jurisdictions concerned,
we strive to reduce such hazards through
proactive political and economic risk
assessment, along with timely legal
advice from experienced outside
council. Furthermore, because — as
noted above — CMEC’s exposure in Iran
is so limited, any adverse impact from
changes to Iran sanctions by the United
States will be minimal.
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PROSPECTS

In 2017, with heightened competitions, the
international landscape became more complex,
and the uncertainties caused by exchange
rate fluctuations are more prominent. Under
these circumstances, the Company faces
more challenges in its development. The
Company’s business philosophy for this year
is to adhere to the strategic leadership, achieve
steady progress, make comprehensive layout,
optimize our management, improve our
quality and efficiency, and strive to complete
the five-year strategic planning objectives so
as to lay a solid foundation for a sustainable
development of the Company.

(A) Business Development Strategy
1. Engineering Contracting
Business

We aim to improve our
comprehensive competitive
strength in the engineering
contracting business through
steady development. We shall
fortify our foothold on the
traditional business, closely
embrace the market, strengthen
the research and layout in key
markets. In particular, we shall
set business goals and strengthen
the market layout so as to actively
respond to the “One Belt and
One Road” initiative of the
government. We shall also put our
efforts into promoting completions
and signing new contracts, and
continue improving the quality
of compliance to ensure attaining
business indicators and stable
development. We shall continue
to improve our industrial chain,
including the integration of
upgrading the supervision and
construction platform, actively
expand after-sales services,
and promote the process of
assimilating project construction
and operation. Besides, we shall
continue to explore innovating
the financing model and business
model, deepen our foreign
cooperation, strengthen the
establishment of policies and
systems and enhance the level of
management refinement.

89

Al 5%

20174F - [ P TR B o hn 45 A > 8

INEIEN - Hy E 25 35k Tl 45 A 21 14 A Tl o 1k

FINZEH > AN EI R EERAR B T 2 Bk

B o AENE AR TAEM S E B AR

B R RIE S ] 4H o fR ok - R MR

BB B - RBIIRL - B ) 58 T4 B

=R Y TN S 3 € S A

AL -

(—) X REER

1. IERGFK

TARER L SEHS 2P R g - 4R
MECR i WA
MER > BREEEWS M
58 5B T 5 0 B O B S
U R T ik 28 B AT [ —
B AR - SOE BB s i
SR 5 RTINS > AN
B TRANIR e A b > T
TR S8 RSB TR S SE W e 8%
J& 5 RT3 A SRR - (3
L THR IR T- 6 > BN
IR ER IR - eI H
— B LR SR R
R N SE AR ARG - TR
LB A1 > o i B2 A i AR
R - PR THE RS AN AL K o



Trading Business

The Trading Business shall
focus on the core markets, core
businesses and core products,
and make development towards
the direction of “high quality
and sustainability”. We shall
continue to promote the
transformation and upgrading of
traditional value-added business
into high value-added business,
and actively promote various
“Internet + Trading” business
models and rapidly solidify
those models; actively promote
overseas regional set up of the
Trading Business; continue
building our core brands, continue
strengthening our core businesses,
and improve our control ability
and profitability; pragmatically
carry out industrial investment;
and continue deepening and
implementing cooperation with
local governments.

Design and Consulting Business

In respect of our design and
consulting business, we shall
strengthen the technological
advantages and build our core
competitiveness. We shall strive to
enhance the scale of business and
profitability, continue enhancing
the strength of scientific and
technological innovation;
fully stimulate the vitality of
scientific and technological
innovation, strengthen the
research and application in
forward-looking scientific and
technological fields which can
promote the development of the
Company; strive to achieve the
leading innovation results in the
industry and form a new core
competitiveness. At the same time,
we give full play to the role of the
technical support platform, and
increase cooperation with other
business segments to achieve the
simultaneous development of
domestic and foreign markets.
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(B) Management Strategies of the
Company

1.

To improve key management
system step by step

To improve the Company’s
management system of the
lifecycle of EPC projects on an
ongoing basis by continuously
enhancing the elaborate
administration level; to further
complete the investment
management structure by
enhancing the establishment of
investment management system
to upgrade investment and
financing capabilities; to uplift
finance management level by
deepening budget management
and cost management so as to
press ahead functional operation
and enhance support for overseas
business and strengthen basic
finance management; to bring
into full play the effect of service
guarantee and value creation
brought forth by the legal
management system to increase
anti-risk awareness, compliance
management and legal monitoring
management; to enhance corporate
culture and social responsibility
management, thus improving the
impact and brand value of the
Company both in domestic and
overseas markets.
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To constantly improve the level of
management

To improve the systems within
the Board and Supervisors so
as to promote professional
and elaborate compliance
management; to improve
strategic control and research by
deploying and implementing new
strategies of the Company at an
opportune time; to strengthen
forward-looking research on
southeastern Asia and other
hotspot cities around the “One
Belt and One Road” region; to
continuously uplift comprehensive
management level and enhance
informationalization construction;
to adhere to the risk adverse
principle and enhance auditing
results; to strengthen safety
awareness and ensure continual
stabilization of production and
safety of the Company.

FINAL DIVIDENDS

The Board recommended the distribution of a
final dividend of RMB0.2042 per Share (pre-tax)
for 4,125,700,000 Shares for the year ended
December 31, 2016, representing a total amount of
RMB842,467,940 (pre-tax).

According to the articles of association of the
Company, dividends will be denominated and
declared in Renminbi. Dividends on Domestic
Shares will be paid in Renminbi and dividends on H
Shares will be paid in Hong Kong dollars.
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The proposed final dividend is subject to
Shareholders’ approval at the upcoming annual
general meeting of the Company (the “AGM”).
Subject to approval, the final dividend is expected
to be distributed on or before October 31, 2017
to the holders of Domestic Shares and H Shares
whose names appear in the register of member
of the Company on the record date for dividend
distribution. The Company will issue a separate
announcement regarding the date of the upcoming
AGM, the record date for the payment of H Share
dividends and the dates of closure of register of
members of the Company.

CORPORATE GOVERNANCE

The Group is committed to maintaining high
standards of corporate governance to safeguard the
interests of the Shareholders and enhance corporate
value and accountability. The Company has
adopted the CG Code as its own code of corporate
governance. The Company has complied with the
code provisions as set out in the CG Code during
the year ended December 31, 2016. The Company
will continue to review and enhance its corporate
governance practices to ensure compliance with the
CG Code.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company adopted the Model Code as its own
code of conduct regarding securities transactions by
Directors and Supervisors on terms no less exacting
than the required standard set out in the Model
Code. Upon specific enquiry of all the Directors
and Supervisors, all the Directors and Supervisors
confirmed that they had complied with the Model
Code during the year ended December 31, 2016.
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PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the year ended December 31, 2016, the
Company did not redeem any of its H Shares listed
on the Stock Exchange nor did the Company or
any of its subsidiaries purchase or sell any of such
Shares.

AUDITORS

Ernst & Young (Z/KEFHAIFHHT) and Ernst &
Young Hua Ming LLP (Special General Partnership)
(% Kk 3E WY g st B S5 BT CRF R 8 5 %)) were
appointed as the Company’s international and
domestic auditors, respectively, for the year ended
December 31, 2016. The 2016 consolidated financial
statements of the Company prepared in accordance
with IFRS have been audited by Ernst & Young.

REVIEW OF ANNUAL RESULTS BY THE
AUDIT COMMITTEE

The Company established the Audit Committee and
adopted the written terms of reference in compliance
with the CG Code. The primary duties of the Audit
Committee are to review and supervise the financial
reporting process and internal controls system. The
Audit Committee comprises one non-executive
Director, namely Mr. WANG Zhian and two
independent non-executive Directors, namely Mr.
LIU Li (committee chairman) and Ms. LIU Hongyu.

The Audit Committee reviewed the Company’s
annual consolidated results for the year ended
December 31, 2016.
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PUBLICATION OF THE AUDITED
CONSOLIDATED ANNUAL RESULTS AND
2016 ANNUAL REPORT ON THE RESPECTIVE
WEBSITES OF THE STOCK EXCHANGE AND
THE COMPANY

This annual results announcement is published
on the respective websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.
cmec.com). In accordance with the requirements
under the Listing Rules which are applicable to the
reporting period, the 2016 annual report containing
all the information about the Company set out in
this preliminary announcement of results for the
year ended December 31, 2016 will be dispatched
to the Shareholders and published on the respective
websites of the Stock Exchange and the Company in
due course.

DEFINITIONS AND GLOSSARY OF

DRIREER I RA D AT EEER
EHEFEEER2016FFR

AR A SE AR N o B R B A B Al (www
hkexnews.hk) &z 4% /A 7] 49 ) lﬁ(www cmec.com)

B o AR R R R CE AT B
FE o AN A I I AR 1) R AT SR W% A

£20164F 1231 H 1L FEEE W A 45 irdi
R BR A A 2 ) Y B A SR 1920 16 FF 4R ik - I o)
I A B 32 BT B AR W) B Ak B o

TE 5 I B A i

TECHNICAL TERMS

“Audit Committee”

(At Z A g

“Board”
54

“CAGR”
[EEFHRER]

“CG Code”

(AR A

“CMEC International Trading”

[ B )

“CMIPC”

[ B A

“CNCEC”

[HORE |

the audit committee of the Board

EHEEII LAY

the board of Directors of the Company

AAFERG

compound annual growth rate

WA R

the Corporate Governance Code set out in Appendix 14 to the Listing
Rules
HOR CETTRRAD) B8kt 10 2 (3R ST D

CMEC International Trading Co., Ltd. (‘&S 5 A R EE A A,
a wholly-owned subsidiary of our Company established in the PRC on
January 16, 1995 with limited liability

R o A IR BEAE AT - — IR 19954F 1 7 16 H 7 B AL i A
NEEEWEAREELH

China Machinery Industrial Products Co., Ltd.* (" &4E B MR A
FREAL/AF]), a company established in the PRC on February 6, 2002
and a subsidiary wholly-owned by the Company

AR I B RO A R 2 /] — K 200242 H 6 H 78 1 B Y
SN]SR AR E A A A R A

China National Complete Engineering Corporation* (H'[E K& T#A
PR A, a corporation established in the PRC in September 5, 1985 and
wholly-owned by SINOMACH
PR RE TRARAF » —FKih 198549 H 5 H 7L BUSLA3E > /W
o A 2 A
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LR ENTS

“Company”’, “Our Company”
or “CMEC”

[Aw] ]~ TR B
[ B A T

“Core Sectors”

REURTES

“developing countries”

[P A
“Director(s)”
[

“Domestic Share(s)”

[ A

“East Resources”

[

“ENR”

[ENR |

China Machinery Engineering Corporation® (H B % i TF2 A0y
A BRZ 7], a joint stock company with limited liability incorporated in
the PRC on January 18, 2011, and except where the context indicates
otherwise, includes (i) our predecessors and (ii) with respect to the
period before our Company became the holding company of its present
subsidiaries, the business operated by it and its present subsidiaries or
(as the case may be) their predecessors

Hh AR AR AT PR A R - — 2201 14F 1 18 H AE Hp B T 1l
WAL A R A 5 BRIESCER A Brde » B RELHE - )3 A Hr B
T (i) A 2 ) A HC B I B JE 2 w9 #2E 2 ) T R I - K
FLBLIRE R a2~ ml B (RIS DL 7 ) HLRiT B 58 Y 605

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

FoAM B [k TR AR B S B A AT 26 5 B T RBIRAT 36 ~ S AT 2 K
AT

refers to the 139 countries worldwide with low income, low middle
income and upper middle income economies which as defined by World
Bank are those with gross national income (GNI) per capita less than
USD 12,475

6 T 57 SR AT P E FEUA R TR K~ AR K B rb s KP4 3k 139
fifl B 2 > H A3 B R A AR 12,4755 7T

the director(s) of our Company

AAFHES

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

FAM A o B 7 i > BT (B A N RF1.007T > T3 LR TR K
0

China-East Resources Import & Export Co. Ltd. (H#8 & URAE H 10 A R
BEIL/AF]), a wholly-owned subsidiary of our Company established in
the PRC on July 22, 1993 with limited liability

AR A IREAT A R > — SR 199347 H 22 H 7 7 Bl 57 )
AR FIEEWEAREELT

Engineering News-Record magazine, a publication that provides news,
analyses, commentary and data about the global construction industry
and an independent third party

(ICREWMT ) Mt > — A RMEAH2REEENE - 20 - 5P
LR TIY) - o — 2 WAL =07
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“EPC”

[EPC

“EU”
i S

“GDP”
[ A A A A

“GE”

[ R

LR ENT3

“Group”, “we” and “us

(A | Bl THAM

“H Share(s)”

[HAZ |

“Hong Kong dollars” or
“HK$”
[T |

‘TFRS”
8] ¢ o 5 .t Y B

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

REZPERE RIEA > RUKE M ZIHE A AR OET &ar - &
W~ i L Rk TAFIH E AR - ST Bt A A0 A (A 2 4 8 K B
AEMANBSSEI A TR - WHHEAWERE - ©4 -
T REAR R

the European Union

I A e B

the gross domestic product

I8 A A= 7 AR(E

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

WA ERAE - AEEBEMS I AR > FEER S (Hhai) T
T K 8% o ps

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

AT K BRSO T A TR AL - ALAE HL AT [ e 2 ]

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

FAM L A R B Ah LT ANE R - A AN R #EF1L.007T - DL TT
RO S H o Sl I S i AR b

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region of the PRC
HEIT > AR AR AT B A E B

International Financial Reporting Standards

o8] 5% B 5 i o 4 ]
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“independent third party(ies)” person(s) or company(ies) which is (are) independent of the directors,
supervisors, controlling shareholder, substantial shareholder and the
chief executive (such terms as defined in the Listing Rules) of the
Company or any of its subsidiaries or an associate of any of them

[ S22 =7 | T SLTAAS s B BUOHAT AT R B 2 R AT s o - BR R - BEOBRROR - B
HOR R AT B (G R CETRLALD) SR AT — 77 A9 B B A8 L B
AR

“International Engineering the International Engineering Contracting Business conducted by our

Group with a primary focus on EPC projects

IS B BA B2 - Sl DAEPCIE H /7 o865 1 B P TR R AL 365

Contracting Business”

[ i T R B S

“IpSOS”

“Ipsos Report”

Ipsos Limited, an independent third party, is part of Ipsos SA and
it conducts research on market profiles, market size, share and
segmentation analyses, distribution and value analyses, competitor
tracking and corporate intelligence; it is responsible for conducting a
comprehensive research on the industry information included in this
announcement and providing the relevant data

Ipsos Limited » — &M 25 =77 > Flpsos SAM—&R87r » HBET %
WEDL ~ T RIRE ~ R LA o A~ 0 B R AR (R - BT TR
LeA ZEE A D TT 5 LA ) A9 AT 26 IR B 4 T o 0 1F 42 AH A
foH s

a report prepared by Ipsos Hong Kong Limited, an independent third
party, on the global infrastructure engineering industry and international
trading industry in general, and the infrastructure engineering industry
and international trading industry in the developing countries in
particular, which was commissioned by us and issued on March 28, 2017

ErSie s Sl FFAM 22 R LA =07 3 W R A WA IR A AR 20174F3 H 28 H Tl 8E A
R 2 TR R A R e A e T ARRAT SE B R Z AT SR CRe IR A B B
Hh R 5 Y B e A AR AT SE B R 54T 36 IR

“Listing” listing of our H Shares on the Stock Exchange

[ FeA By HBLAE W6 52 BT = i

b

“Listing Rules’

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended from time to time

[CETREAL ] (g s e b BRI (REAR IR RT)

“Model Code” the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules

[CHERHESFAI) | CETTALAL) B gk B i 347 N8 S AT a8 I3 5C B O AR HE ST ]I

“MW” unit of energy, megawatt. IMW = 1,000kW. The installed capacity of
power plants is generally expressed in MW

(IR REVREAALIRIL o 1JRTL=1,000 T FT o #% 6 M i A & 7a H LIJE FL R
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“Non-Core Sectors”™

AN

“PRC”
[ ]

“RMB” or “Renminbi”

PN

“Services Business”

[ 5 275

“Share(s)”

pirgiil

“Shareholder(s)”
[ R

“SINOMACH”

[ A |

“SINOMACH Group”

[ 12 A 4

“Sinosure”

[ B {5
“Stock Exchange”
[ Wi A2 P |

“subsidiary(ies)”

[ Bf Jag 2% )

“Supervisor(s)”

[Eig |

“Trading Business”

=CES

any sectors that do not fall within the Core Sectors of our International
Engineering Contracting Business

ARSI I Ja8 77 F A B P AR R B S5 4% AT 26 AT 2

The People’s Republic of China
g N\ R LA B

Renminbi, the lawful currency of the PRC
N Bk E B

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

A B2 10 B e Y st R R IR S - W RS~ R AR S  FH AR AR RS
A AR R A5 B At B

share(s) in the share capital of our Company, with a nominal value of
RMB1.00 each, including our Domestic Shares and H Shares
A w) A v R B TEHE N BB 1.00 0T 19 ey - 4G I i S H ik

holder(s) of our Share(s)
AP ESZE PN

China National Machinery Industry Corporation® (H Bt T. 2% 4 5
AR ], a state-owned enterprise established in the PRC on May 21,
1988, our controlling shareholder

FRAM A 42 L L AR B A T SEE B A FRA R > — KA 198845 H21 H
TE B R ST Y B A A 2

SINOMACH and its subsidiaries, which excludes our Group
I 1 e LB RS A ) AN AR A A

China Export & Credit Insurance Corporation ("B L5 F PR BR
A]), a policy-oriented insurance company specializing in export credit
insurance in the PRC and an independent third party

HR Y 1 AE PR B2 R > — A B R Y {5 DR B ) BOR R AR B
N AV S =07

The Stock Exchange of Hong Kong Limited
I G 22 5 B A R 7]

has the meaning ascribed thereto under the Listing Rules

HAT CERLAID BT 3% il 1O 180 38

the supervisor(s) of the Company

A0 Fl B

the international and domestic trading business conducted by our Group

AR AT Y I PR A B ) S
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“UN”

RN b5 12

“United States” or “U.S.” or “US”

the United Nations

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

subject to its jurisdiction

[ 3R |

“US dollars” or “US$” or “USD”

S ER SR > A - Ja M K sz BRI R IE A Y BT A R

United States dollars, the lawful currency of the United States

[t FEIT > R E B
“%” per cent. or percentage
[ % | [Ep e

* Denotes English translation of the name of a

Chinese company or entity or vice versa and is
provided for identification purposes only.

By order of the Board
China Machinery Engineering Corporation*
SUN Bai
Chairman

Beijing, the PRC, March 28, 2017

As at the date of this announcement, the executive
Directors are Mr. SUN Bai (Chairman) and Mr.
ZHANG Chun (President); the non-executive Directors
are Mr. WANG Zhian, Mr. YU Benli and Mr. ZHANG
Fusheng; and the independent non-executive Directors
are Mr. LIU Li, Ms. LIU Hongyu, Mr. FANG Yongzhong
and Mr. WU Tak Lung.

* fE B 2 ] 2R R S FE A B R
U HEHERT

TRIE S
TEREHREIERGERAT
#HF R
7

FREAE R > 20174E3 H 28 H

AR AR - B 178 H 5 et (F
R) RRZICA (H#) 5 FPITEFLLLL
Bl ~ RAFEIEAE RRFFAEIEAL 5 LU R T
HITHEFE I3 F ) E4 ~ BRLTF LA TR
2k Je R TEFEICAL
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