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Chairman’s Statement

ESRYF

Dear Shareholders,

In the first half of 2018, global economy had stayed on an upward
trajectory as a whole since last year, and international trade and
bulk commodity prices kept rising. However, the overall market is
facing new challenges brought by significant changes in the external
environment. Eurozone economy slowed down and emerging
markets saw intensified fluctuations in economy. As a result, major
economies diverged with each other in economic growth trend, and
marginal growth momentum of world economy weakened. In the
first half of 2018, China’s gross domestic product (GDP) amounted
to RMB41,896.1 billion, up by 6.8% on a year-on-year basis and
slightly down by 0.1% as compared with the same period of last
year, showing a rising trend amid stability.

In the first half of 2018, “the Belt and Road” policy continued
to provide positive factors and growth momentum for China
and its surrounding regions. As a PRC engineering contracting
company first going out, CMEC has been proactively expanding
its overseas business and has established years of profound
market foundation along “the Belt and Road” route and completed
quality constructions marking friendship and cooperation with
many countries and regions, building up a sound brand image and
reputation.

China Machinery Engineering Corporation

REIEMRE TRRBERAE

2018F ¥ F - 2HEBELEET EXFH
BREREY  BERESNMATERER
HgEES - A INEPIRIZE(CAAAE -
BEETISIEEERIT B o BULIE A& EIG R
HUEFIFTBMIS BB ENE - WBEE
EBBRESFMOL HREERE
BRI B MERSS - E¥FPBEBEANA
EREAsARE418961E T BLIER
6.8%  BAFREANIRETE0.1% - 2z
A AT o

2018F L F - [— &3] MBUREE
AR BEMEEE SR FEREZMERE

N ERFRELEINTETREASD
% ' CMECHEEBHBESINTHER - & —
wR A RBEREERREEY T EZER

JEE’JW%E it REZERMLERET TR
wENKEBIENEBELIR  ZETRIFN

DDH@%%E@&% °



BUSINESS REVIEW

The warming world economy, continuous release of the policy
dividend of the initiative and other positive factors, robust demand
from markets along the route and strong business development
momentum also provided more market opportunities for CMEC’s
expansion into overseas markets. Meanwhile, international
environment still brought relevant risks and challenges to the
industrial development, which was significantly affected by the
complicated world economic and political landscapes, adjustment
of international energy structure and increasingly intensified
competition, etc. The Company captured the opportunity, confronted
the challenges and worked together with its employees to secure its
steady development as a whole. The Company recorded a revenue
of RMB12,048.3 million, gross profit of RMB1,939.7 million and
operating profit of RMB906.9 million in the first half of 2018.

International Engineering Contracting Business is one of CMEC'’s
traditional core businesses. As the world’s leading international
engineering contractor and service provider, the Group has a
primary focus on EPC projects and particular expertise in the power
sector. During the Period, the Group’s revenue generated from the
International Engineering Contracting Business was approximately
RMB7,426.0 million, which accounted for 61.6% of the Group’s
total revenue, representing an increase of 10.0% as compared
with the Corresponding Period in 2017, while the gross profit of
the power sector accounted for about 80.1% of the total gross
profit of the International Engineering Contracting Business, with
the gross profit rate maintained at about 22.6%, holding a leading
position in the industry.
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Chairman’s Statement

ESRYF

In the first half of 2018, the Company continued to proactively
expand our overseas business. On April 6, the Company entered
into an EPC contract regarding the Nikopol photovoltaic power
station project in Ukraine, in which it was responsible for project
design, equipment purchase, construction, installation, debugging
and staff training. On May 26, the Company signed with Siddigsons
Energy Limited in Pakistan a contract regarding the Siddigsons
1x330MW pithead coal fired power station project at Thar Block
[l in Sindh Province of Pakistan. On June 9, the Company signed
with Sosian Menengai Geothermal Power Ltd (SMGP) a general
EPC contract regarding the Menengai 36MW geothermal project in
Kenya, which is the first geothermal power station project signed by
the Company and is a milestone in development of the geothermal
project market.

In the first half of 2018, the Company implemented projects
without major safety incidents. During the implementation of the
projects, attention was paid to fulfilling social responsibilities, and
the brand reputation and popularity of the brand continued to
increase. CMEC promoted implementation of projects with good
quality in time and in an orderly way. It was widely acclaimed
and maintained excellent performance. Mr. Ruto, Kenya’s deputy
president, made an inspection on the site of Kenya RWC421
highway upgrading and maintenance project; Abbasi, Pakistan’s
prime minister, attended the ceremony for grid-connected power
generation of the first generating unit in NJ hydropower project.
Deputy Director Kong Quan and committee members Yang Yanyi
and Shi Ke from the delegation of the Foreign Affairs Committee of
CPPCC, went to the Company’s offices in Pakistan and Bangladesh
for survey and research; LEKIE Province of Cameroon expressed
acknowledgements to and the Commercial Office of Chinese
Embassy in Cameroon spoke highly of the closure of cofferdam
of the water intake pumping station for the Sanaga drinking water
treatment plant and auxiliary projects in Yaounde, Cameroon.
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CMEC saw continued improvement in its trade business and
further optimized structure. In the first half of 2018, the Company
obtained the share certificates of three industrial joint ventures,
which are China Machinery Precision Manufacturing (Jiangsu) Co.,
Ltd., CMIPC Huajin Casting Co., Ltd. and China Machinery Metal
Jiangsu Co., Ltd.; the Company’s patent for invention of brake
disc body was selected for the 2017 Major Railway Scientific and
Technological Innovation Achievements Bank of the State Railway
Administration; CMIPC also made breakthroughs in hydraulic shovel
walking system and sales in the Australian mining market.

In the first half of 2018, CMEC’s Services Business maintained a
stable development momentum. Its design consulting business and
general contracting business covered 24 and 13 provinces and
cities nationwide, respectively; its contract amounts by industry
distribution were relatively balanced, which helped to enhance its
overall risk resistance capacity. The Company maintained its unique
advantages in industrial engineering, civil construction, municipal
environmental protection engineering and electrical engineering.
In the first half of 2018, the Company submitted 20 applications
for intellectual property rights and had 27 patents authorized,
representing improving hi-tech innovation capacity of the Company
brought by its efforts to promote commercialization of research
outputs and construction of enterprise technological center.

The Company continued to grasp market development opportunities
and steadily promoted market development while following relevant
policies and infrastructure construction guidelines, so that the
Company achieved steady development in engineering investigation,
design, testing, contracting and international engineering sectors,
and recorded growth in relevant new contract amount and business
scale. In respect of innovation and development, CMEC achieved
fruitful results in the first half of the year, e.g. it completed
application for 2 national projects, had 20 ongoing projects, had
1 project winning Yan’an Science and Technology Award, and 2
research platforms passing the acceptance test.
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Chairman’s Statement

ESRYF

FUTURE PROSPECTS

Given that efforts in the prevention of financial risks and structural
deleveraging will be intensified to promote economic transformation
and upgrading, it is expected that the Chinese economy will
continue to be under pressure in the second half of 2018. However,
the consumption upgrading, trade structure optimization and
overcapacity-cut will help strengthen the stability and resistance
of the Chinese economy in the face of international trade market
tensions, global credit risks, and other challenges.

This year marks the 40th anniversary of the establishment of
CMEC. The Company will continue to reinforce its efforts to
develop the three major businesses. In the International Engineering
Contracting Business, the Company will strengthen management,
implementation and quality control in line with national strategies,
and develop innovative business models; in the Trading Business,
the Company will prejudge the market situation, strictly control
inventory, asset-liability ratio and risk control; on the front of the
Services Business, the Company will strengthen its support for
business technology and innovation capabilities while strengthening
internal coordination and improving management.

Finally, on behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to our shareholders for their long-term
concern and support for CMEC, and our senior management team
and all our staff for their dedicated work and unremitting efforts!

ZHANG Chun
Chairman

Beijing, China
August 29, 2018
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The Company was established in 1978 and was the first state-owned
industrial and trading enterprise in the PRC. The Company is a
subsidiary controlled by SINOMACH. The Company was listed on
the Main Board of the Stock Exchange on December 21, 2012.
As at June 30, 2018, the Company had a total of 908,270,000 H
Shares and 3,217,430,000 non-tradable Domestic Shares issued.
The Company has a primary focus on EPC projects and particular
expertise in the power sector, capable of providing one-stop
customized and integrated engineering contracting solutions and
services. The Company also conducts the Trading Business,
Services Business and the Investment and Financing Business.

Visions for Corporate Development: Becoming the world’s
leading international engineering contractor and service provider
and transforming itself into a first class conglomerate in the world
through cutting-edge innovation and value creation.

Competitive Strengths: Brand reputation, operational model,
business network, professional team, business operation, financial
planning.

International Engineering Contracting Business: With over 30
years of experience in the International Engineering Contracting
Business, the Company is able to provide project owners with
one-stop customized and integrated turnkey solutions and services
to manage and implement engineering contracting projects,
especially in developing countries, and has undertaken engineering
contracting projects in more than 48 countries, primarily in Asia,
Africa, Europe and South America. Power, transportation and
telecommunications sectors are the Company’s Core Sectors.
The Company is also engaged in the Non-Core Sectors, such as
water supply and treatment projects, building and construction
projects, manufacturing and processing plant projects and mining
and resources exploitation projects.
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Company Profile
NGl

Trading Business: The Company conducts the Trading Business
through its sales and marketing network which covers over
150 countries and regions. The sales and marketing network is
established through years of international engineering contracting
and trading experiences and business transactions involving export
and import of products and services to and from these countries
and regions.

Services Business: The Company is engaged in a certain extent on
the Services Business, mainly including design consulting services,
logistics services, tendering agency services, export-import agency
services and other services.

Investment and Financing Business: The Company is engaged
in overseas and domestic concession investments in engineering
contracting projects and associated financing business. The
Company finances construction for engineering contracting projects
through investments in projects; merges and acquires upstream and
downstream enterprises through investments with a controlling or
minority stake, to optimize the industrial chain of the engineering
contracting sectors and improves our commercial competitiveness
and profitability through trade industrialization investments.
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Corporate Structure: As at June 30, 2018, the Company’s ELRE . HZ=2018F6A30H © AR A
corporate structure was as follows: ERBOT
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Unaudited Interim Results

REETHHEE

The Board hereby announces the unaudited operating results of
the Group for the Period, together with the operating results for
the Corresponding Period in 2017 for comparison. For the Period,
the consolidated revenue of the Group amounted to RMB12,048.3
million, representing an increase of 8.1% over the Corresponding
Period in 2017; profit from operations amounted to RMB906.9
million, representing a decrease of approximately 5.1% over the
Corresponding Period in 2017; profit attributable to the owners
of the parent amounted to RMB892.4 million, representing an
increase of 37.6% over the Corresponding Period in 2017; net
cash flows from operating activities amounted to approximately
RMB44.5 million while net cash flows used in operating activities
was RMB395.7 million in the Corresponding Period in 2017.
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1. Revenue

WA
Unit: RMB million
Bl ARBEET

11,148.6

1H2017 1H2018
20174 F¥-4F 2018F L¥ &

3. Basic Earnings per Share
BRERZEF
Unit: RMB
BAL ARE

Key Operating and Financial Data

EERERMBREE

Profit Attributable to the Owners of the
Parent and Net Profit Margin
FEENSAREE ANGHRFRMZE
Unit: RMB million

B ARBBEET

Il Profit attributable to the
owners of the parent
BEREAREA AL
a8

A Net profit margin
A

1H2017 1H2018
20174 F¥4 2018F L¥F

5. Backlog for the International Engineering

Contracting Business

B IREABEBERTHEE

Unit: US$ million
B BEET

9,019.3

1H2017 1H2018
2017F F¥4F 2018F ¥ F

Value of Newly Signed Contracts for the
International Engineering Contracting
Business
BERIBREBEBNTENERLHE

Unit: US$ million

B BEER

As of December 31, 2017 As of June 30, 2018
HE2017F12831H HZ201856H30H

4,291.2
1H2017 1H2018

20174 F4F 20185 L&
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Financial Highlights
MBREE

For the six months ended June 30

HZ6H30H 1E<EA
2018 2017
20184 20174
RMB’000 RMB’000
ARM T ARETFT
(Restated)
(&)
Revenue A 12,048,280 11,148,559
Gross profit EF 1,939,744 1,793,724
Other revenue and other income, net AU R B U A ST EE 77,715 170,270
Operating expenses KRR (1,110,594) (1,007,928)
Profit from operations LT 906,865 956,066
Profit before tax B 5 A1 A 1,190,380 877,650
Income tax FriSHi (297,290) (229,276)
Profit for the period 7 HA RS 0 F 893,090 648,374
Total other comprehensive income Hihim B Wz 4258 (52,260) (15,291)
Total comprehensive income for the period ZNERRI 4R A Uzs 4258 840,830 633,083
Profit attributable to: wmAEER
— Shareholders of the Company A VNEIL 3 892,357 648,422
- Non-controlling interests — eI i 733 (48)
Total comprehensive income REWERERBN
attributable to:
— Shareholders of the Company EAVNEIL$ S 840,096 633,030
— Non-controlling interests — R 734 53
Basic and diluted earnings per share ST E NN Spa
(expressed in RMB per share) (AFBRAREITEHE) 0.22 0.16
Total non-current assets EREBEERTE 10,085,450 9,794,017
Total current assets MB)EEARE 48,068,442 46,556,442
Total assets BEBE 58,153,892 56,350,459
Total non-current liabilities EMBBERRE 984,345 1,245,291
Total current liabilities mEN R ELesE 41,826,566 37,724,419
Total liabilities BEB%E 42,810,911 38,969,710
Equity attributable to Shareholders of AR EIRER (L s
the Company 15,259,271 17,300,486
Non-controlling interests SRR A 83,710 80,263
Total equity EmiAEE 15,342,981 17,380,749
Total equity and liabilities =k B EERE 58,153,892 56,350,459

Note:

The financial information of the Group for the six months ended June 30,
2017 and 2018 are set forth on pages 86 to 166, and is presented on the
basis set out in note 2.1 to the unaudited interim financial report.

* The Company’s comparative unaudited interim condensed consolidated
financial statements for the six months ended June 30, 2017 were
restated to include the financial statements of CNEEC retrospectively
under merger accounting basis. For the details, please refer to note
2.1 of the Notes to the Unaudited Interim Condensed Consolidated
Financial Statement.
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Management Discussion and Analysis

INDUSTRY OVERVIEW

In the first half of 2018, the world economy continued the overall
growth trend since 2017. International trade kept rising and
commoadity prices had increased. However, the slowdown in the
economic growth of the Eurozone and the aggravated economic
turmoil in the emerging markets resulted in the differentiation of
major economies to some extent, and the marginal reduction in
the growth momentum of the world economy. China’s economy
continues to grow steadily, and its economic structure continues
to be optimized and upgraded, but it should be noted that there
might be change in the current steady economic operation and
some new problems and challenges may appear. When the
external environment changes obviously, it will become more
difficult to maintain the sustained and steady economic growth.
In the first half, the GDP was RMB41,896.1 billion. According
to the comparable price, it grew by 6.8%, a slight drop of 0.1%
over the same period of the previous year but still at a stable
growth.

() Engineering Contracting Industry

From January to June 2018, foreign engineering contracting
industry of China reached a business turnover of US$72.76
billion, with a year-on-year increase of 8.1%; the newly
signed contracts amounted to US$106.74 billion, a decrease
of 13.8% over the same period last year. Among them,
US$38.95 billion was completed in the countries along “the
Belt and Road”, accounting for 53.5% of the total amount of
the same period, and the newly signed contracts amounted
to US$47.79 billion, accounting for 44.8% of the total. There
were 356 projects with a newly signed contract value of
more than US$50 million, totaling US$90.55 bilion and
accounting for 84.8% of the total amount of newly signed
contracts. Foreign engineering contracting driven export of
goods amounted to US$8.99 billion, an increase of 23.1%
over the same period of last year.
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Management Discussion and Analysis
BEEENWR DN

The international engineering contracting industry is still BIRR T2 AB 1T Z AN A = E A
confronted with both opportunities and challenges. On the kB Fe —FTEMBDARE
one hand, the market is still broad and there are favorable M [—%—K| BRSETEE
factors such as the benefits brought by the policy of “the WALF] - 55— 75 X B R Ae
Belt and Road”, on the other hand, it is greatly influenced IBZ B BEE  BReREER
by the complicated world economic and political situation, B.BEFETEAMBERRNEKR
the adjustment of the international energy structure, and the FE o

increasing competition.

14

The international engineering market is vast, especially the
market demand along “the Belt and Road” is great, and
the business development shows a good momentum.
From the regional perspective, taking Asian and African
markets as examples. The Asian market is facing rare
opportunities, the infrastructure investment is growing
fast and far beyond the other regional markets. However,
with the increase of debt scale in some countries and
the limited financial space of the government, the
development space of the traditional cooperation mode
is limited, the integration of construction and operation
and PPP/BOT mode are favored by the Asian countries.
The business is being challenged by increasingly fierce
competition in domestic and international businesses,
increasing business risks and increasing pressure on
business transformation. Africa is the traditional market
for China’s foreign engineering contracting business. As
African countries are continuing to improve infrastructure,
the demand for rigid development and construction is
huge. For a long time, the Chinese government has
strongly supported infrastructure construction in Africa,
initiated the capacity cooperation and “high-speed ralil
network/expressway network/regional air network and
industrialization” cooperation between China and Africa,
and established the Sino-Africa Development Fund and
the Sino-Africa Capacity Cooperation Fund. However, in
recent years, the price of international commodities is low,
the financial income of some African countries is declining,
and the construction funds are not available. The African
market is facing many difficulties and development
challenges. In 2017, Chinese enterprises completed the
turnover of US$51.2 billion in the African market, down
2% from the same period, and the newly signed contracts
amounted to US$76.5 billion, accounting for 29% of the
sum of the industry, the lowest since 2011.
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Management Discussion and Analysis

From the industry, taking electric power engineering
as an example, with the development of economy
and society in Asia, Africa, Latin America and other
developing countries, in order to make up the gap
of power supply and adjust the energy structure, the
development of power infrastructure will be vigorously
developed. The demand for the development of clean
energy in developed countries in Europe and America
is enormous. The scale of the international power
engineering construction is gradually expanding, and
the trend of integrated development of investment,
construction and operation becomes visible. In 2017,
Chinese enterprises realized the newly signed contract
amount of US$48 billion in the field of electric power
engineering. The clean energy presented a better
prospect. The construction business of wind power and
solar power plants has made great breakthroughs. The
degree of participation in the field of power transmission
and transformation became higher, and the exploration
of the integrated project of investment, construction
and operation in the field of electric power engineering
took the lead. At the same time, it should be noted
that the amount of newly signed contracts for the
construction of thermal power stations and hydropower
stations dropped slightly, and higher requirements for
cooperation were also raised by the countries in which
the business is located.

The development of policy, finance and technology
will provide new energy for international projects.
The relevant countries and regions have introduced
the “new policy” to strengthen international
cooperation, stimulate growth potential and promote
the development of transnational infrastructure
business both in scope and depth, such as the
“16+1 cooperation” plan of the Central and Eastern
European countries, the Russian concept of the “Polar
Silk Road”, and the Baltic Railway Project Agreement
signed between the Baltic states.

From the financial environment, since 2017, the
international multilateral financial institutions, central
banks and commercial banks have actively widened
the financing path of infrastructure construction,
making important contributions to the improvement
of the financial environment of the transnational
infrastructure business. For example, the Asian
Infrastructure Investment Bank provides financing
support for infrastructure interconnection through
sovereign secured financing, non-sovereign secured
financing and other competitive products; the central
banks of Switzerland and Russia have signed bilateral
exchange agreements with the central bank of China
to reduce exchange rate risks and guarantee the
investment of transnational infrastructure projects.
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Management Discussion and Analysis
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From the technology environment, in order to better
meet the transnational infrastructure needs of “the
Belt and Road”, a number of international leading
technologies are being used through the transnational
infrastructure projects for the development of the
countries along “the Belt and Road”. The application of
engineering construction technologies represented by
ultra high-voltage direct current (UHVDC) transmission
technology and high-speed rail integration technology,
lays the foundation for the smooth completion of
related transnational infrastructure projects.

The amount of newly signed contracts for transnational
infrastructure is increasing. Taking the countries along
“the Belt and Road” for example, the newly signed
contracts for transnational infrastructure projects in
the countries along “the Belt and Road” amounted
to US$430.7 billion in 2017, up 6.1%, maintaining
a rapid growth trend, especially in India, Pakistan,
Bangladesh and other South Asian countries which are
likely to become the hot market for the development of
transnational infrastructure business of countries along
“the Belt and Road”.

Project investment and financing, integration of
construction and operation and cross-border cooperation
have become the new trend, which puts forward higher
requirements for the comprehensive capabilities of
enterprises. More and more foreign governments and
owners hope engineering enterprises have the following
capabilities: effective integration and utilization of policy,
commercial and development funds, and transformation
from the builder to the developer; provision of the
integrated service solution for the whole industry chain
of the project, including the planning, design, consultation
and operation, maintenance and management; and
transformation from single project construction into
comprehensive economic development, thus to stimulate
local industrial upgrading and economic development. Al
these put forward higher requirements to the development
of enterprises, and the transformation and upgrading of
enterprises themselves are imminent.
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Management Discussion and Analysis

5. The unpredictable international situation brings about
many risks and challenges to the development of the
industry. At present, the international market environment
is undergoing profound changes; enterprises are facing
political, security, economic and other risks abroad.
In some African and Latin American resource-based
countries, in the case of the continued low international
ail price, the government financial pressure is increasing,
and the capital of all kinds of infrastructure projects is
scarce; some countries have entered the peak period of
repayment, and the finance has reached the debt ceiling.
Trade protectionism and the trend of “deglobalization”
have cast a shadow over the slow recovery of the
world economy. The technical barriers in markets of
European and American developed countries, the
boycott of the upstream and downstream enterprises,
labor union forces and other obstacles still exist. The
competition among foreign industrial peers is intensifying.
European enterprises compete in low price in Africa,
Korean enterprises dominate the Middle East market, and
American enterprises still have strong influence on Latin
America.

() Trading Industry

According to the customs statistics, in the first half of 2018,
the import and export volume of China reached RMB14.12
trilion, with a year-on-year increase of 7.9%; of which the
export volume was RMB7.51 trillion, with a year-on-year
increase of 4.9%; the import volume was RMB6.61 trillion, with
a year-on-year increase of 11.5%; and the trade surplus was
RMB901.32 billion, narrowed by 26.7% year on year. (In US
dollar, in the first half of 2018, the import and export volume of
China reached US$2.21 trilion, with a year-on-year increase
of 16.0%; of which the export volume was US$1.17 trillion,
with a year-on-year increase of 12.8%; the import volume was
US$1.03 trillion, with a year-on-year increase of 19.9%; and
the trade surplus was US$139.65 billion, narrowed by 21.6%
year on year.)
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Since 2018, the world economy has maintained a momentum of
recovery, and the overall growth of international market demand
has continued, but increased trade protectionism threatens the
growth of global trade. The endogenous impetus of China’s
foreign trade development has been increasing, but there is a
change in China’s current steady economic operation and more
adverse factors of external environment. In this complex situation,
China’s foreign trade has achieved a rapid growth, the import and
export scale has set a new high, the structure is continuously
optimized, the power conversion is accelerated, the quality and
efficiency are further improved, and momentum of seeking better
with steady pace is further consolidated, laying a solid foundation
for the development of foreign trade toward higher quality. In the
first half of the year, foreign trade mainly showed the following
characteristics:

1. In terms of product structure, the export of
electromechanical products amounted to RMB4.4
trillion, up 7.0%, accounting for 58.6%, of which
exports of automobile, mobile phones and computers
increased by 14.9%, 10.7% and 6.0% respectively. The
export of seven traditional labor-intensive industries
such as textile and clothing was RMB1.41 trillion, down
4.1%. Imports of electromechanical products reached
RMB2.92 trillion, an increase of 11.4%, of which
imports of metal processing machines, integrated
circuits and computers increased by 28.0%, 22.7%
and 17.7% respectively.

2. Interms of the operating entities, the exports of private
enterprises was RMB3.57 trillion, increased by 7.6%,
accounting for 47.5%, and 1.2% higher than the same
period last year, keeping the position of the first major
business entity of export. The export of foreign-funded
enterprises was RMB3.12 trillion, an increase of 1.6%,
accounting for 41.5%. The export of state-owned
enterprises was RMB821.2 billion, an increase of 7.1%,
accounting for 10.9%.
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Management Discussion and Analysis

In terms of trade mode, import-export value of general
trade reached RMB8.33 trillion, an increase of 12.2%,
accounting for 59.0% of China’s total foreign trade
value, up 2.3% over the same period last year. The
import-export value of processing trade was RMB3.73
trillion, an increase of 0.5%, accounting for 26.4%.
The import-export of border petty trade amounted to
RMB124.69 billion, an increase of 5.8%, accounting
for 0.9%.

From the international market, China’s export to
each of the United States, the EU and Hong Kong
has increased 5.7%, 4.0% and 5.8%, respectively.
The import and export with emerging markets of the
countries along “the Belt and Road” countries and
BRICS have increased rapidly, of which the increase
of import and export with each of Vietham, Indonesia,
Russia and Brazil was 19.8%, 18.8%, 16.0% and
15.4% respectively.

From the domestic regional layout, increase of import
and export in the central and western regions grew
by 15.3%, 7.4% higher than the overall growth rate,
and the proportion increased by 1% to 15.6%. Among
them, the import-export value of central region was
RMB1.11 trillion, an increase of 13.0%; the import-
export value of the western region was RMB1.09
trillion, an increase of 17.8%. The import-export value
of eastern region was RMB11.92 trillion, an increase
of 6.6%, accounting for 84.4%.
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BEERWR D

(lll) Design Consulting Industry

The rapid growth of the survey and design industry in
the past, or the simple and universal growth has ended,
the industry market competition has begun to have new
patterns and characteristics, industry and enterprises are
facing new opportunities and challenges.

1. The EPC mode promotes the industry transformation
and development. In recent years, the country has
continuously promoted the EPC mode, and guided
the prefabricated building to adopt the EPC mode
in principle, so as to overcome the problem of the
separation of design, procurement and construction
under the traditional mode, and to strengthen the
control of the quality and cost of the project. Under
the EPC mode, more and more survey and design
companies have expanded the business to construction
and completion acceptance, including construction
bidding, construction management, supervision and
inspection, to deeply participate in the whole life cycle
of the project, speeding up their business extension
to the whole industry chain and then expanding the
business scale.

2. Mergers and acquisitions accelerate the integration
of the industry. According to the data of “China’s
Top 60 Engineering Design Enterprises” by ENR/
Construction Times, a minority of them comes from
the survey design industry with low share of the leading
markets and increasingly less design companies. The
competition in the industry is fierce. In recent years,
more and more design companies have stepped on the
road of merger and reorganization in order to realize
the transformation to the whole life cycle service of
the project. The leading enterprises in the industry
also expand business boundary and scale and extend
and integrate the industrial chain through merger and
reorganization, in seek of new growth points.
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Management Discussion and Analysis

Qualification management will meet the reform.
At present, China’s design companies are mostly
reformed, and they are divided into the state-owned
type and private type. The qualification is the guarantee
for the growth of performance. From a package of
measures by the Ministry of Housing and Urban-Rural
Development in recent years, it can be seen that a new
round of enterprise qualification management reform
is beginning. The support and encouragement may
be given through the establishment of comprehensive
qualifications, for domestic enterprises to expand
their business scope, weaken the qualification
barriers between industries, develop into large and
comprehensive design companies, and embark on the
road of marketization.

International business has grown rapidly. The overseas
engineering design business of domestic enterprises
has developed rapidly owing to “the Belt and Road”
initiative and the related polices. The total revenue
of overseas engineering design projects of Chinese
enterprises listed on 2017 ENR was US$3.67 billion in
2016, and increased significantly over previous year,
showing a significant increase in overseas income. In
the future, the process of domestic and foreign market
integration will be further accelerated. More survey
design enterprises will accelerate the international
layout and vigorously develop overseas engineering
design business.
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BUSINESS OVERVIEW

In the first half of the year, faced with the complex and

changeable external situation, the Company withstood

pressure and united every strength to keep the overall stable

operation. In the Period, the revenue from the International

Engineering Contracting Business accounting for about 61.6%

of the total revenue, with the gross profit accounting for about

72.5% of the total gross profit, laying a sound foundation for

fulfilling the annual business goal.

U

International Engineering Contracting Business

The Group is an international leading engineering
contracting and services supplier, with a primary focus on
EPC projects and particular expertise in the power sector.
International Engineering Contracting Business is one of
the traditional core businesses of the Group, accounting
for about 61.6% of the total income of the Group in the
Period. The income from the power sector accounts
for about 67.1% of the total income of the International
Engineering Contracting Business, while the gross profit
of the power sector accounts for about 80.1% of the total
gross profit of the International Engineering Contracting
Business, with the gross profit rate maintained at about
22.6%, holding a leading position in the industry.
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The following table sets forth the details of the International TREHABMEBERTEABE
Engineering Contracting Business for the Period, together S - A R2017F REI A L8R
with comparative figures for the Corresponding Period HF
in 2017:
Six months Six months
ended June ended June Increase/
30, 2018 % of Total 30, 2017 (decrease)
BZ S
20185 20178
6A30A L HBE% 6A30A L &/
~EA ~EA (A)
RMB million RMB million
ARKEER ANEEEET
Revenue WA Power EVIE2 4,983.0 67.1 5132.6 (149.6)
Transportation and JBEER
telecommunications BT 612.5 8.2 672.7 (60.2)
Non-Core Sectors RO 1,830.5 24.7 948.4 882.1
Total Bt 7,426.0 100.0 6,753.7 672.3
Gross profit ~ EF  Power ENER 1,126.3 80.1 1,053.2 73.1
Transportation and QBEE
telecommunications REFEA 125.4 8.9 134.4 (9.0
Non-Core Sectors EBRLTE 154.5 1.0 1013 53.2
Total &t 1,406.2 100.0 1,288.9 1173
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Six months Six months
ended June ended June Increase/
30, 2018 % of Total 30, 2017 (decrease)
= S
2018% 017%
673081 HBE% 6A308 1 &/
~EA ~MEA (F)
US$ million US$ milion
BEET BEET
Value of newly  ¥%% Power EWEA 1,054.3 36.6 738.6 3167
signed SEEE Tansportaionand  RiEEH
contracts telecommunications  REFEH 570.8 19.8 2,956.6 (2,385.8)
Non-Core Sectors ERLITE 1,258.4 436 596.0 662.4
Total At 2,883.5 100.0 42912 (1,407.7)
As at June As at December Increase/
30, 2018 % of Total 31, 2017 (decrease)
20185 o074 i/
6308 1A% 12A318 (B 2)
US$ million US$ millon
BEET BEET
Backlog KT Power EWED 7,635.6 68.1 5,492.4 2,143.2
4F&  Transportation and TRER
telecommunications  REFEAR 623.7 5.6 733.3 (109.6)
Non-Core Sectors FRLTE 2,953.8 2.3 2,793.6 160.2
Total At 11,213.1 100.0 9,0193 2,193.8
24 China Machinery Engineering Corporation
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As at June 30, 2018, the Group had undertaken HE2018F6H30H » AEBH
engineering contracting projects in more than 50 countries TRABIEE R R2 B BE50ME
over the world, primarily in Asia, Africa, Europe and South BUZR - 27850 - 3EM - BUM
America. The following map indicates the locations of our KM o LAT H[B 58 7~ 7R 2009
engineering contracting projects from January 1, 2009 to F1H18 £2018F6H30H # M
June 30, 2018: IRABERNUE

America

FExM

-

Tnmdad and Tobago

Republic of As

Note: The map is provided only for illustrative purposes and not drawn i b EEREA RS - WIERL AR
to scale. It is not intended to accurately show the exact location 8o BB I IEERBTRMEN
of our engineering contracting projects. TEABIEEERLE -
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The following table sets forth a breakdown of the revenue
from the Group’s international engineering contracting
projects by geographic locations for the Period, together
with the comparative figures for the Corresponding Period

TRETIAEBNR AR E2017
FRIH R R S D/ BIFR Ti2A
BB AR -

in 2017:
Six months ended June 30,
HZ6A30HLAEA
2018 2017
20184 20174

RMB million % of Total RMB million % of Total

AREFET 15 4B EE % ANREGET 1A EE %
Asia o 3,339.8 45.0 3,033.6 44.9
Africa FEM 3,395.2 45.7 2,340.7 34.7
Europe BUM 118.9 1.6 236.5 35
South America  FZEM 572.1 7.7 997.5 14.8
North America  JtZEM - - 145.3 2.1
Total A% 7,426.0 100.0 6,753.6 100.0
1. Sound project execution 1. BHBATEXIRLE

In the first half of the year, the Company’s projects
were undertaken as scheduled with high quality
and orderly, all in good progress. A large number of
projects were closely concerned and highly praised
by the parties.

On February 8, the president of the Republic
of Angola, Jodo Manuel Gongalves Lourenco,
and Angolan Minister of Construction and Civil
Engineering inspected our project of Angola social
security house and related infrastructure projects,
and gave a good appraisal. The project is Angola’s
livelihood project and has been widely concerned
since its commencement.
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Management Discussion and Analysis

On February 23, Deputy President of Kenya William
Ruto and his delegation inspected the site of the
RWC421 highway upgrading and maintenance
project in Kenya and inaugurated the project.
This project was the first project undertaken by
the Company in Kenya. Mr. Ruto inspected the
completed first milestone of the project, highly
recognized our building capacity, and thanked and
praised our contribution to the development of
infrastructure in Kenya.

On March 26, our first overseas new energy
investment project, Hulhumalé 1.5MW solar
photovoltaic power plant in Maldives, IPP project
reached COD, and was formally put into commercial
operation.

On April 13, the Prime Minister of Pakistan,
Shahid Khagan Abbasi, attended the ceremony of
grid connection for power generation of the first
hydraulic Turbine of the NJ hydropower project.
The project was extremely difficult, but our project
group achieved hard-won results by pulling through
difficulties and technical problems over ten years,
and created two world records — “the hydraulic hoist
of double lifting points with the world’s largest lifting
capacity” and “the world’s largest bonnet gate” at
present. The Prime Minister Abbasi highly praised the
project. He said that the construction difficulty of the
NJ hydropower project was unprecedented. Through
the sincere cooperation between the owner, the
contractor and engineers and overcoming difficulties,
the first unit of the project was put into operation,
creating an engineering wonder.
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Since May 22, a delegation of the Foreign Affairs
Committee of the National Committee of the Chinese
People’s Political Consultative Conference (vice
chairman Kong Quan, committee member Yang
Yanyi and Shi Ke) paid an investigation visit to our
Pakistan and Bangladesh offices and inspected the
implementation of CMEC’s project in Pakistan, Sri
Lanka, Bangladesh and other countries along “the
Belt and Road”.

On May 18, the cofferdam of water pumping station
of Sanaga Drinking Water Treatment Plant and
Auxiliary Engineering Project in Yaounde, Cameroon
was closed, marking the staged achievements of
the project. On May 25, the award ceremony was
ceremoniously held in LEKIE province, Cameroon,
where SINOMACH was granted the Honorary Citizen
Award to appreciate the outstanding contribution
made by the SINOMACH through the sanaga drinking
water treatment plant and auxiliary engineering
project to the regional development. Wei Shengzi,
the counselor of the Chinese Embassy in Cameroon,
also highly commended the event. The project was
a water treatment project signed by SINOMACH and
undertaken by the Company. Most of works were
located in LEKIE province.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Fruitful market development

On April 6, the Company signed the EPC Contract for
the Nick Boer PV Power Station Project in Ukraine,
for undertaking the design, equipment procurement,
construction, installation, commissioning and personnel
training of the project. The construction period of the
project expects to be nine months.

On May 26, the Company and Siddigsons Energy
Limited signed the Siddigsons 1x330MW mine mouth
coal power plant project in Thar Block Il, in Sindh,
Pakistan. The project includes the construction of a
330MW supercritical circulating fluidized bed boiler
coal-fired power plant, a complete set of auxiliary
equipment, ancillary coal yard and other facilities.

On June 9, the Company and Sosian Menengai
Geothermal Power Ltd (SMGP) signed the EPC
Contract on Menengai 35MW Geothermal Project
in Kenya. It was the first geothermal power station
project signed by the Company, which will help open
the market of geothermal new energy project and is
of milestone significance.
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() Trading Business

In the first half of this year, the Company’s Trading

Business kept stable performance, continuing to develop

toward the direction of high quality and sustainability.

The business structure was further optimized and we

also made some breakthrough in the development of

overseas market, consolidated the awareness of risk

prevention and control, and made great breakthroughs

and substantial progress in business collaboration.

The following table sets forth the details of the Trading

Business as of the Period, together with the comparative

figures for the Corresponding Period in 2017:

(DEZXE

E¥F - REABZFEBBERSE
i - B A E 2R ET T A3
R EBEBE—SEL B
MSFAEIRGE —ERRE - B
IR ERSERE - KRR
FRARBNEL HER -

TRV B IEAHEE S EBF
15ER07FERIBMERE T

Six months Six months
ended ended Increase/
June 30, 2018 % of total ~ June 30, 2017 decrease

HZ2018% HZ2017F

6A30H Lt 6A30H
~EA HAEE% ~EA g/ wy

RMB million RMB million

ARKBET ANEEBET
Revenue KA International trade BRES 3,158.3 87.1 2,836.4 11.3%
Domestic trade NES 469.7 12,9 845.6 (44.5%)
Total Bt 3,628.0 100.0 3,682.0 (1.5%)
Gross Profit £ International trade ~ EIRE 5 195.2 84.3 2132 (8.4%)
Domestic trade NE 5 36.3 15.7 31.8 14.2%
Total At 231.5 100.0 245.0 (5.5%)
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Under the complex and changeable external situation,
CMIPC’s total operating revenue and total profit have
increased considerably. At the beginning of this year,
the Company obtained the equity certificate of the three
industrial joint ventures: China Machinery Precision
Manufacturing (Jiangsu) Co., Ltd., CMIPC Huajin Casting
Co., Ltd. and China Machinery Metal Jiangsu Co., Ltd.
At present, the three joint ventures have been profitable
and operated stably. The high-end casting and forging
business has also achieved healthy and steady growth
with the support of the three joint ventures. In terms of the
express railway brake disk business, the invention patent
of the brake disk has been successfully included into
2017 major scientific and technological innovation results
library of the National Railway Administration. This is the
new achievement made by CMIPC through development
driven by scientific and technological innovation, market
expansion with high-end casting and forging products,
and continuing improvement of technological business.
Over years of technical and market accumulation, CMEC
has also made breakthroughs in the sales of hydraulic
shovel traveling system and Australian mining market.

China-East Resources Import & Export Co., Ltd. has
developed steadily. The implementation and development
of the Laos market are sound. The construction of
Thailand regional center is steadily advancing. The current
focus is mainly on the housing construction and rubber
factory projects. The construction of the Canadian housing
project is smooth, and through actively negotiation, the
memorandum of understandings of several projects has
been signed in North America.
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In the first half of the year, the domestic new energy
business of the Eastern China Business Division
was affected by the changes of relevant policies and
encountered with great difficulties. It has been constantly
developing the international market for the CMEC New
Energy brand, and accelerating its regionalization and
localization. China National Machinery & Equipment
Import & Export (Suzhou) Co., Ltd. has set up the
overseas platform management and operation division,
and expanded the business of “Internet plus overseas
operation platform” mainly in European and American
markets. That is to take the cross-border e-commerce
as the entry point, combine the e-commerce business
with the local offline promotion business, build a supply
chain service system in the model of stocking in overseas
warehouses, move forward the front end of the existing
international trade, go into the local markets in European
and American countries, develop the local trading and
grab the local market share.

The business of other companies proceeds orderly.
For instance, the first phase project of Yinchuan CMEC
Silk Road International Cooperation Park has been
opened for business; China Machinery & Equipment
(HK) Company Limited has obtained electricity business
contractor qualification in Hong Kong; and the roof PV
project commencement ceremony of Curagao School
was inaugurated.
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(lll) Services Business

In the first half of the year, the tendering business showed a
steady development trend. The design consulting business
has developed steadily, the production and operation have
continued to grow, the innovation and development have
been steadily advanced, the restructuring and acquisition have
been progressed, and the transformation into technological

engineering company has been quickened.

The following table sets forth the details of the Services
Business as of the Period, together with the comparative

figures for the Corresponding Period in 2017:

(Z)BRHRE

EHF - RARBEHTOEER
EB2FREREY - RAEH

EBRRIRE  LE

BB

& ARBRIBSHEE  SAM
BNEER RAMXIETREQT
BAVSINR o

TR E E AR RS ESF
ISER07FRM L RE T

Six months Six months
ended ended Increase/
June 30, 2018 % of total  June 30, 2017 decrease
HZ20185 HE20175
6A30H L 6A30E I
~MER 1HAE% ~EA g/ my
RMB million RMB million
ARBEET ANREBET
Revenue WA Logistics services ki 1714 17.3 76.9 122.9%
Design services TR 381.2 38.3 294.4 29.5%
Tendering agency RERERS
services 13.8 1.4 1.3 22.1%
Export-import agency O ERHS
services 12.0 1.2 4.3 179.1%
Others E 415.9 4.8 326.0 27.6%
Total e 994.3 100.0 712.9 39.5%
Gross Profit ~ £%|  Total ait 302.0 100.0 259.8 16.2%
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In the first half of the year, CMIE operated well. From the market
distribution, more efforts have been paid to the development
of EPC contracting business. The design consulting business
has been spread throughout 24 provinces and cities, and the
EPC contracting business has been expanded to 13 provinces
and cities. From the industry distribution, the contract amount
of municipal and environmental protection engineering, electric
power, civil construction, industrial projects and other industries
was relatively balanced, and the overall anti-risk capability was
significantly enhanced. In the industrial engineering sector, the
Company still maintained the traditional advantages, promoted
diversified business and actively developed the EPC contracting
business. In the civil building sector, the Company made great
efforts to build the characteristic high-quality buildings and
improved the capacity of the whole industry chain service. In
the municipal and environmental protection engineering sector,
the municipal engineering design ability was increased, the
municipal business chain was improved, and the characteristic
technological advantage was consolidated. In the electric
power sector, the Company maintained the differentiation and
characteristic management, and actively developed the gas
turbine, diesel power station, power plant thermal transformation
projects both at home and abroad. In addition, efforts have been
made to push forward the transformation of achievements and
the construction of technological center of the Company and
to constantly improve the ability of scientific and technological
innovation. The Company applied for a total of 20 intellectual
property rights in the first half of the year and obtained 27
authorized patents.
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Management Discussion and Analysis

Jikan Research Institute operated well in the first half
of the year. Development was steadily advancing. The
technical advantage and brand influence were utilized
for the expansion of the engineering survey business,
and the priority of work of the surveying and mapping
engineering business was adjusted, leading to great
increase in the amount of the newly signed contracts.
As headed by the building planning and design, the
engineering design business was further developed
by seizing the opportunity that the EPC contracting
was vigorously promoted by the national government,
and closely following the governmental construction of
innovation science and technology parks and industry
parks. The engineering testing business tag along with
the steady growth by relying on the technology incubation
results and equipment ability. In the environmental
engineering business, the special contracting projects
were actively explored, and the related assessment and
repair business in the field of environmental protection
was developed and the prospect is promising. The
engineering contracting business and the international
engineering business were developed steadily and the
amount of newly signed contracts has increased. In terms
of scientific and technological innovation, two national
research projects were declared, 20 research projects
were in progress, two research projects were concluded,
appraisal of two scientific and technological achievements
was completed, and one achievement won the Yan’an
Science and Technology Special Prize. In addition, two
scientific research platforms were accepted.
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Acquisition of 100% equity interest in CNEEC

On November 24, 2017, the Company and SINOMACH
entered into an acquisition agreement, pursuant to which the
Company has agreed to acquire, and SINOMACH has also
agreed to dispose of, the entire equity interest in CNEEC for
an aggregate consideration of RMB1,980,031,000 (equivalent
to approximately HK$2,349,766,807), subject to the terms and
conditions of the acquisition agreement (the “Acquisition”). The
Acquisition is a key and timely step for SINOMACH Group to
honor its non-competition undertakings, which would enable
the Company to better utilize such business integration to
strengthen the competitiveness of its core business. The
Acquisition enabled the Company to rapidly expand its assets
and scale of business by external merger and acquisition,
and to further enhance the Company’s capabilities in design,
supervision, operation and maintenance of engineering
projects, and further improve the Company’s service
capabilities in a complete project cycle. The Acquisition also
reinforced the market position of the Company’s engineering
contracting business in traditional areas by consolidating
relationships with partners, and developed business in a
larger scale and with stepped up efforts to enter new markets
and areas. It also helped to expand the Company’s talent
pool for the International Engineering Contracting Business,
and improve its talent team structure. On January 12, 2018,
the first extraordinary general meeting of the Company has
approved the Acquisition and the completion of the Acquisition
took place on April 4, 2018. Details for the transaction are
set out in the Company’s announcements published on the
websites of the Stock Exchange and the Company dated
November 24, 2017, January 12, 2018, and April 9, 2018,
respectively.
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V.

Management Discussion and Analysis

HUMAN RESOURCES

As at June 30, 2018, the Group had approximately 4,829
(December 31, 2017: 3,787)
remuneration comprises basic salary and performance salary.

employees. Employees’
The performance salary is determined according to the
assessment of the performance of all staff. The Company
does not adopt any pre- or post-IPO share award scheme or
share option scheme.

The Company provides systematic and effective training for
the employees. The Company also provides sustainable and
specific educational training for the senior management,
middle management as well as technical and operational staff
with a view to improving the quality and ability of the staff at
different levels.

FINANCIAL POSITION AND OPERATING
RESULTS

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

1. Overview

For the Period, both of the Group’s revenue and gross
profit increased to a certain extent, and the gross profit
margin of core businesses was still maintained at a
relatively high level.

2. Revenue

The Group generated its revenue from the International
Engineering Contracting Business, Trading Business
and Services Business.

For the Period, the Group’s revenue amounted to
approximately RMB12,048.3 million, representing an
increase of 8.1% as compared with the Group’s revenue
of RMB11,148.6 million for the Corresponding Period in
2017.
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The following table sets out, for the periods indicated,
the amount and percentage of the Group’s total revenue
by each of the Group’s three business segments:

Management Discussion and Analysis
EEENWER DN

TR AR AR A S B = E
EBoaamRASEREA
SEBRANBDL

Six months ended June 30,

HZ6A30A 1L~ EA
2018 2017
2018% 2017F
RMB million % of Total RMB million % of Total

ARKEET BEN% NREEET BFN%

International Engineering ERIRAEEE

Contracting Business
Power EMEA 4,983.0 41.3 5,132.6 46.0
Transportation and THBEHRETFEA

telecommunications 612.5 5.1 672.7 6.1
Non-Core Sectors IO 1,830.5 15.2 948.4 8.5
Trading Business ECES S
International trade BRES 3,158.3 26.2 2,836.4 25.4
Domestic trade BRE S 469.7 39 845.6 7.6
Services Business PR 994.3 8.3 712.9 6.4
Total Foy 12,048.3 100 11,148.6 100
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Management Discussion and Analysis

International Engineering Contracting
Business

For the Period, the Group’s revenue generated from
the International Engineering Contracting Business
amounted to RMB7,426.0 million, which accounted
for 61.6% of the Group’s total revenue for the Period,
representing an increase of 10.0% as compared
with approximately RMB6,753.7 million for the
Corresponding Period in 2017, primarily due to the
increase in revenue from Non-Core Sectors.

For the Period, revenue from the power sector
amounted to RMB4,983.0 million, representing a
decrease of 2.9% as compared with RMB5,132.6
million for the Corresponding Period in 2017, primarily
due to the greater progress of the power station
projects in Africa and Asia over the Corresponding
Period of last year.

For the Period, revenue from the transportation
and telecommunications sector amounted to
RMB612.5 million, representing a decrease of
8.9% as compared with RMB672.7 million for the
Corresponding Period in 2017, primarily due to a
slightly faster progress of railway reconstruction
project in the South American than that of the first
half of this year.

For the Period, revenue from the Non-Core Sectors
amounted to RMB1,830.5 million, representing an
increase of 93.0% as compared with RMB948.4
million for the Corresponding Period in 2017,
primarily due to the greater progress achieved by the
water plant and water supply projects in Africa in the
first half of 2018, which generated higher revenue as
compared with that for the first half of 2017.

BEERWR DT

1) EERTEREGER

RAEAfE - AN & E A B R
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#7,426.08 8 L (h R A
B fE AR & B 48 I A61.6%
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6,753.7H &L MN10.0%
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Firig hn o
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BEERWR D

2) Trading Business

For the Period, the Group’s revenue generated
from the Trading Business reached RMB3,628.0
million, which accounted for 30.1% of the Group’s
total revenue for the Period, basically the same
as compared with RMB3,682.0 million for the
Corresponding Period in 2017, among which revenue
from international trade increased as compared with
that for the Corresponding Period of last year, while
revenue from domestic trade declined.

For the Period, revenue from the international trade
amounted to RMB3,158.3 million, represents an
increase of 11.3% as compared with RMB2,836.4
million for the Corresponding Period in 2017, mainly
because of a certain growth in food export business
and chemical products business.

For the Period, revenue from domestic trade
amounted to RMB469.7 million, representing a
decrease of 44.5% as compared with RMB845.6
million for the Corresponding Period in 2017,
mainly due to the decrease in the trading volume of
industrial aluminum business.

3) Services Business

For the Period, the Group’s revenue generated
from the Services Business amounted to RMB994.3
million, which accounted for 8.3% of the Group’s
total revenue for the Period, representing an increase
of 39.5% as compared with RMB712.9 million for
the Corresponding Period in 2017, mainly due to the
increase in revenue from transportation and design
sectors as compared with the Corresponding Period
in 2017.

3. Cost of sales
For the Period, the Group’s cost of sales increased by

8.1% to RMB10,108.5 million from RMB9,354.8 million
for the Corresponding Period in 2017.
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4. Gross Profit and Gross Profit Margin

1)

Gross Profit

During the Period, the Group’s gross profit amounted
to RMB1,939.7 million, representing an increase of
8.1% as compared with RMB1,793.7 million for the

4. EBIRERR

1) EF

RAHME  AEENEFA
ARBE1930.7TEE T &
20174 [7] B A R #1,793.7

Corresponding Period in 2017.

Gross profit of the Group for the Period consists of

the following:

e —

BETEMNS. 1% o

RAERRE - NEBEFIEK
BRI

Six months ended June 30,

BZ6A30A1E<EA
2018 2017
20185 20175
RMB million % of Total RMB million % of Total
AREEET BEHNG AREGET AT %
International Engineering BB IRAEER
Contracting Business
Power ENER 1,126.3 58.1 1,053.2 58.7
Transportation and RBERREFEA
telecommunications 125.4 6.4 134.4 7.5
Non-Core Sectors FOITE 154.5 8.0 101.3 5.6
1,406.2 72,5 1,288.9 71.8
Trading Business ECES
International trade BRES 195.2 10.0 213.2 1.9
Domestic trade BNE S 36.3 1.9 318 1.8
231.5 11.9 245.0 13.7
Services Business (e 302.0 15.6 259.8 145
Total @t 1,939.7 100 1,793.7 100
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from the
International Engineering Contracting Business
amounted to RMB1,406.2 million, which
accounted for 72.5% of the Group’s total gross
profit for the Period, representing an increase
of 9.1% as compared with RMB1,288.9 million
for the Corresponding Period in 2017, primarily
due to the increase in gross profit in the power
and Non-Core Sectors.

For the Period, the Group’s gross profit from the
power sector amounted to RMB1,126.3 million,
representing an increase of 6.9% as compared
with RMB1,053.2 million for the Corresponding
Period in 2017, mainly due to the greater
progress of power transformation station project
in Africa in the first half of the year.

For the Period, the Group’s gross profit from the
transportation and telecommunications sector
amounted to RMB125.4 million, representing a
decrease of 6.7% as compared with RMB134.4
million for the Corresponding Period in 2017,
mainly due to a slight slower progress of the
railway reconstruction project in South America
in the first half of the year as compared with
that for the Corresponding Period last year.

For the Period, the Group’s gross profit from
the Non-Core Sectors amounted to RMB154.5
million, representing an increase of 52.5%
as compared with RMB101.3 million for the
Corresponding Period in 2017, primarily due to
the significant progress achieved by the water
plant projects in Africa in the first half of 2018.
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iif)

Management Discussion and Analysis
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Trading Business

For the Period, the Group’s gross profit from
the Trading Business amounted to RMB231.5
million, which accounted for 11.9% of the
Group’s total gross profit for the Period,
representing a decrease of 5.5% as compared
with RMB245.0 million for the Corresponding
Period in 2017, primarily due to the more gross
profit from passenger cars in Africa confirmed
over the Corresponding Period of last year.

Services Business

For the Period, the Group’s gross profit from
the Service Business amounted to RMB302.0
million, which accounted for 15.6% of the
Group’s total gross profit for the Period,
representing an increase of 16.2% as compared
with RMB259.8 million for the Corresponding
Period in 2017, primarily due to the increase in
revenue from design and leasing as compared
to the Corresponding Period of last year.

if)

i)

EBS5X%

RAHRE  AEEE 5
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2) Gross Profit Margin 2) EFZE
RAEE - NEEHEF
FE#)16.1% - B FF R B
Corresponding Period of last year. o

During the Period, the Group’s gross profit margin
was approximately 16.1%, same with that for the

PR AEETHRE
AKIERIAT

Gross profit margins of the Group for the Period
consist of the following:

Six months ended June 30,

44

HZ6H30B LLAEA
2018 2017
20184 20174
% %
International Engineering ElFR TR BEK

Contracting Business 18.9 19.1
Power BNEER 22.6 20.5

Transportation and RiBBERHNEFBA
telecommunications 20.5 20.0
Non-Core Sectors IERZ T 8.4 10.7
Trading Business EEESS 6.4 6.7
International trade Bl E 5 6.2 7.5
Domestic trade NE 5 7.7 3.8
Services Business RS 30.4 36.4
Total et 16.1 16.1

China Machinery Engineering Corporation
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International Engineering Contracting
Business

For the Period, the Group’s gross profit margin
for the International Engineering Contracting
Business was 18.9%, as compared with
19.1% for the Corresponding Period in 2017,
representing a slight decrease as compared to
the Corresponding Period in 2017.

For the Period, the gross profit margin of the
power sector was 22.6%, as compared with
20.5% for the Corresponding Period in 2017,
representing a slight increase as compared to
the Corresponding Period in 2017.

For the Period, the gross profit margin of the
transportation and telecommunications sector
was 20.5%, as compared with 20.0% for the
Corresponding Period in 2017, basically the
same as compared to the Corresponding Period
of last year.

For the Period, the gross profit margin of the
Non-Core Sectors was 8.4%, representing a
decrease of 2.3% as compared with 10.7%
for the Corresponding Period in 2017, mainly
due to the higher gross profit margin of
municipal infrastructure projects in Africa for
the Corresponding Period of last year.

Trading Business

For the Period, the gross profit margin of the
Group’s Trading Business decreased by 0.3%
to 6.4%, compared with approximately 6.7%
for the Corresponding Period in 2017, basically
the same as that for the Corresponding Period
of last year.
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iii) ~ Services Business

For the Period, the Group’s gross profit margin
for the Services Business decreased by 6.0%
to 30.4%, as compared with approximately
36.4% for the Corresponding Period in 2017,
primarily due to the higher gross profit margins
for consulting services implemented in the
Corresponding Period of last year.

Other Revenue

The Group’s other revenue decreased by 33.6% to
RMB65.4 million for the Period as compared with
RMB98.5 million for the Corresponding Period in 2017,
mainly attributable to the decrease in investment income
from the reduction in scale of financial management.

Other Income, Net

The Group’s other income net amounted to RMB12.3
million for the Period as compared with RMB71.8 million
for the Corresponding Period in 2017. The decrease
was mainly attributable to the investment income
acquired from disposal of subsidiaries’ equity during the
Corresponding Period of last year.

Selling and Distribution Expenses

The Group’s selling and distribution expenses increased
by 6.1% to RMB486.1 million for the Period as compared
with RMB458.3 million for the Corresponding Period in
2017, primarily due to the increase in labor cost.

Administrative Expenses

The Group’s administrative expenses increased by 13.0%
to RMB490.9 million for the Period as compared with
RMB434.6 million for the Corresponding Period in 2017,
primarily due to the increases in consulting service fees
and research and development expenses.
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11.
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Other Operating Expenses

The Group’s other operating expense was RMB133.6
million for the Period as compared with RMB115.1 million
for the Corresponding Period in 2017. The increase was
mainly due to the increase in provisions for impairment of
trade receivables of the Company for the Period.

Profit from Operations

The Group’s profit from operations decreased by 5.1%
to RMB906.9 million for the Period as compared with
RMB956.1 million for the Corresponding Period in 2017.
This decrease was mainly attributable to the combined
effect of the investment income from the disposal of
subsidiaries during the Corresponding Period of last year
and the increases in sales and distribution expenses and
administrative expenses for the Period.

Finance Income/Finance Expenses

The Group’s finance income increased by 10.8% to
RMB233.8 million for the Period as compared with
RMB211.0 million for the Corresponding Period in 2017.
The Group’s finance expenses decreased by 88.4%
to RMB38.3 million for the Period as compared with
approximately RMB330.4 million for the Corresponding
Period in 2017. This change was mainly attributable
to the increase in exchange gain caused by exchange
rate fluctuations. As a result, the Group’s net finance
income increased to RMB195.5 million for the Period as
compared with the net finance income of RMB(119.4)
million for the Corresponding Period in 2017.

Income Tax

The Group’s income tax increased by 29.7% to RMB297.3
million for the Period as compared with RMB229.3 million
for the Corresponding Period in 2017, mainly due to the
increase in profit before tax.
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13.

14.

15.

16.

Profit for the Period

As a result of the foregoing, the Group’s net profit
increased by 37.7% to RMB893.1 million for the Period as
compared with RMB648.4 million for the Corresponding
Period in 2017, and its net profit margin increased by
1.6% to 7.4% for the Period as compared with 5.8% for
the Corresponding Period in 2017, which was mainly due
to the increase in exchange income as compared with
that for the Corresponding Period of last year caused by
exchange rate fluctuations.

Profit Attributable to the Owners of the Parent

The profit attributable to the owners of the parent
increased by 37.6% to RMB892.4 million for the Period as
compared with RMB648.4 million for the Corresponding
Period in 2017.

Profit Attributable to the Holders of
Non-Controlling Interests

The profit attributable to the holders of non-controlling
interests of the Group amounted to RMBO0.7 million for the
Period as compared with a net loss of RMB0.05 million
for the Corresponding Period in 2017.

Liquidity and Capital Resources

As at June 30, 2018, the Group’s cash and cash
equivalents increased marginally by 2.5% to RMB22,009.3
million as compared with RMB21,479.3 million as at
December 31, 2017.
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As at June 30, 2018, the Group’s borrowings increased
by approximately 30.4% to RMB1,195.3 million as
compared with RMB916.4 million as at December 31,
2017. RMB1,147.7 million (including RMB30.6 million of
long-term borrowings due within one year) was short-term
borrowings and the remaining amount of RMB47.6 million
was long-term borrowings.

17. Major investment

No investment in associates and joint ventures was
increased during the Period.

18. Subsequent Events

There are no subsequent events occurred after June 30,
2018, which may have a significant effect on the assets
and liabilities on future operations of the Group.

LIQUIDITY

Our principal sources of funds have been cash generated
from operations and various short-term and long-term bank
borrowings and lines of credit, as well as equity contributions
from Shareholders. Our liquidity requirements derive primarily
from our working capital needs, purchases of fixed assets and
the servicing of our indebtedness.

We have historically met our working capital and other liquidity
requirements principally from cash generated from operations
and financed the remainder primarily through bank borrowings
and proceeds from the listing of the H Shares on the Stock
Exchange on December 21, 2012 (the “Listing”).
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Cash flows

The following table sets forth a summary of our cash

flows for the Period, with the comparative figures for the

Corresponding Period in 2017:

Management Discussion and Analysis
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1. RERE

TEREFNHEMARNBFNIRS R
SN - BER201 7 R HS &

L

Six months ended June 30,

BZ6H30HLAEA
2018 2017
20184 20174
(RMB million) (RMB million)
(AR¥EETT) (AREFET)
Net cash flows from/(used in) RESEEAE S (FTA) B
operating activities ReREFE 44.5 (395.7)
Net cash flows from/(used in) WEERBRE,(FTR) 8
investing activities REREFR 102.0 (444.7)
Net cash flows from/(used in) BMEEEMGE (TR &
financing activities RemeF5E 254.1 (54.5)
Net increase/(decrease) in ReRRSEEY
cash and cash equivalents 2GR FEE 400.6 (894.9)
Cash and cash equivalents at AHBYINIRE R
the beginning of the Period REFEY 21,479.3 22,127.4
Effect of foreign exchange PE RS EN ) F o 2
rate changes, (net) 129.4 (227.5)
Cash and cash equivalents at TEERNE S R
the end of the Period WEEBY 22,009.3 21,005.0

As at June 30, 2018, the Group’s cash and cash
equivalents increased by 2.5% to RMB22,009.3 million
as compared with RMB21,479.3 million as at December

31, 2017. The cash and cash equivalents are mainly

denominated in RMB.
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Management Discussion and Analysis

Cash flows from operating activities

For the Period, we had net cash flows from operating
activities of RMB44.5 million. Net cash from operating
activities was a result of operating profit before changes
in working capital in the amount of RMB1,190.4 million,
a cash outflow of RMB791.8 million due to changes
in working capital and income tax paid in the amount
of RMB204.2 million. The change in working capital
mainly included the increase of RMB2,674.0 million in
contractual liabilities, the increase of RMB2,618.8 million
in contractual assets, the increase of RMB650.1 million
in trade and other receivables, and the decrease of
RMB83.7 million in trade and other payables.

Cash flows from investing activity

For the Period, our net cash flows from investing activities
were RMB102.0 million. The net cash inflow of our
investment activities was from the decrease of RMB2,116.1
million in bank deposits with maturity of over three months,
the outflow of RMB1,980.0 million from the acquisition of
subsidiaries, and an expenditure of RMB22.1 million on
intangible assets and prepaid land lease payments.

Cash flows from financing activities

For the Period, our net cash flows from financing activities
were RMB254.1 million. Our main cash outflow from
financing activities primarily consisted of repayment of
borrowings in the amount of RMB399.9 million. Cash
inflow primarily consisted of borrowings raised in the
amount of RMB678.9 million.
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Capital Expenditures and Capital Commitments

Our capital expenditures consisted primarily of the
purchase of property, plant and equipment, investment
properties, lease prepayments and intangible assets.
The Group’s capital expenditures increased by 58.0%
to RMB171.4 million for the Period as compared with
RMB108.5 million for the Corresponding Period in 2017,
mainly due to the increase of input in the construction
of the Group’s infrastructure projects of fixed assets as
compared with that for the Corresponding Period in 2017.

Our capital commitments mainly include the value of
contracts signed but not yet completed of engineering
work under construction and investment business. On
June 30, 2018, the capital commitments of the Group
was RMB1,190.0 million, representing a decrease
of 14.4% as compared with RMB1,390.9 million on
December 31, 2017. It was mainly attributable to the
decrease in the value of contracts signed but not yet paid
for infrastructure projects of fixed assets.

Working capital

(a) Trade and other receivables
Our trade and other receivables primarily consist of
trade and bill receivables, advances to suppliers,

other receivables related to agency services and
amount due from or advances to fellow subsidiaries.
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The following table sets forth the turnover days of
the average trade receivables and the turnover days
of the average trade payables of the Company for
the Period, together with the comparative figures for
the Corresponding Period in 2017:

TR AHRE A AR EF
HE S RERKFERFEHE S
R FENRERE - &R
2017 R B LL B BT

Six months Six months

ended June 30,

ended June 30,

2018 2017
BZ2018%F BZE20174
6H30H 6H30H
IEREA LERMEA
days days
R RE
Turnover days of FHE 5
the average JE W R IR
trade receivables AR (K1)
(Note 1) 96.0 105.0
Turnover days of FHE 5 EMNFRIER
the average BEXE (Hiz2)
trade payables (Note 2) 289.0 298.0
Note 1: The average trade receivables are the sum of Htat1 - P E 5 REWGRIE T %

opening balance and the closing balance of trade
receivables and bills receivables (net of allowance
of doubtful debts) divided by two. The turnover
days of the average trade receivables are the
average trade receivables divided by total revenue
and multiplied by 180.

Note 2: The average trade payables are the sum of opening
balance and the closing balance of trade payables
and bills payables divided by two. The turnover
days of the average trade payables are the average
trade payables divided by cost of sales and
multiplied by 180.
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The following table sets forth the aging analysis
of trade and bill receivables (net of allowance of
doubtful debts) based on the invoice date as at June
30, 2018 and December 31, 2017:

TR &S E =2018F6 530
H K2017412A318 & 5
FEURIE R R = (kR
RERE A REZ2E MR
BT

As at As at

June 30, December 31,

2018 2017

20185 20174

6H30H 12H31H

(RMB million) (RMB million)

(AR¥EET) (AEEHZET)

Within 3 months 31E A AR 2,738.3 3,618.3
3 months to 6 months 318 A =6l A 284.8 160.9
6 months to 1 year 618 A =14 1,705.0 1,397.4
Over 1 year 1F A+ 1,610.8 1,322.8
6,338.9 6,499.4

The Group’s credit policies with its customers
for the Period remained the same as that for the
Corresponding Period in 2017. We continuously
enhanced our management of trade and bills
receivables to reduce our exposure to doubtful
debts. In addition, we made allowance for doubtful
debts after fully considering the nature of trade
and bills receivables and their collectability. As of
June 30, 2018, allowance for doubtful debts for our
trade and bill receivables amounted to RMB1,424.6
million, accounting for 18.4% of our trade and bill
receivables, compared with RMB1,251.3 million,
accounting for 16.1% of our trade and bill receivables
as of December 31, 2017.
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(b) Trade and other payables (b) EZREMEE
BME 5 R HMENRIE
FTERREFENFIERE
NEE - RIBRBEE@BNE
fhENRIE - EetEHE T
B A8 F A R FE A B R B B

NEIFIA e

Our trade and other payables primarily consist of
trade and bills payables, other payables related
to agency services, accrued salaries, wages and
benefits and amounts due to fellow subsidiaries.

TR EFE =2018F6 530
H K%2017412A318 &
B RNFIBRENEER
BEAEMRR T -

The following table sets forth the aging analysis of
our trade and bills payables based on the invoice
date as of June 30, 2018 and December 31, 2017:

As at As at

June 30, December 31,

2018 2017

20185 20174

6H30H 12H31H

(RMB million) (RMB million)

(AR¥EETT) (AEREKGHHT)

Within 3 months 316 A AR 3,953.7 4,434.3

3 months to 6 months 31E A =618 A 1,452.6 1,124.6

6 months to 1 year 6@ AE14F 2,412.9 2,822.0

Over 1 year 1A E 8,608.4 7,843.0

16,427.6 16,223.9

The Group’s credit policies with its suppliers for the RAHR - R B RS

Period remained the same as that for 2017. 7 ) 5 B R B12017 4 A8
B
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VI. INDEBTEDNESS VI. B

1. Borrowings 1. BE

H £2018F6A30H K&20174F12
A318 » HFIANHERRQRE

Our consolidated borrowings as of June 30, 2018 and
December 31, 2017 for the purpose of calculating the

indebtedness of our Company were as follows: BREHEEDT -
As at As at
June 30, December 31,
2018 2017
20185 R20174F
6H30H 12H31H
(RMB million) (RMB million)
(AR¥BEET) (ANREFET)
Current: Nk
Short-term borrowings HHEE
Bank loans IRITEK
unsecured iy 1,082.1 505.3
secured BEA 35.0 195.2
Subtotal NEF 1,117.1 700.5
Add: current portion of e REEER RS IS 30.6 54.3
long-term borrowings
Subtotal N 1,147.7 754.8
Non-current: EME
Long-term borrowings RHEE
Bank loans RITER
unsecured EIEA 33.5 172.9
secured BEA 44.7 43.0
Subtotal N 78.2 215.9
Less: current portion of o REIEERREE D 30.6 54.3
long-term borrowings
Subtotal NG 47.6 161.6
Total @t 1,195.3 916.4
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Our short-term borrowings primarily include credit
borrowings, mortgage borrowings and pledge borrowings
from commercial banks and other financial institutions. As
at June 30, 2018, our short-term borrowings (including
the current portion of long-term borrowings) amounted
to RMB1,147.7 million, accounting for 96.0% of our total
borrowings.

Our long-term borrowings primarily included credit,
mortgage and pledge borrowings from commercial
banks and other financial institutions. These included
bank borrowings related to projects financed by export
seller’s credit, with the total balance of such borrowings
(excluding the current portion of long-term borrowings)
amounting to approximately RMB47.6 million as at June
30, 2018. As at June 30, 2018, our long-term borrowings
(including their current portion) amounted to RMB78.2
million, accounting for 6.5% of our total borrowings.
The increase in our interest-bearing borrowings to
RMB1,195.3 million as at June 30, 2018 was primarily
due to the increase in short-term borrowings during the
Period.

All borrowings were denominated in RMB, US$ and JPY
and were subject to interest rates ranging from 1.55% to
5.70% per annum.

As at June 30, 2018, certain borrowings of RMB79,740,000
(December 31, 2017: RMB77,940,000) were secured by
the Group’s property, plant and equipment. As at June
30, 2018, there was no borrowings (December 31, 2017:
RMB1,731,000) secured by the Group’s bills receivables. As
at June 30, 2018, certain borrowings of RMB120,922,000
(December 31, 2017: RMB158,418,000) were guaranteed
by the Company.
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There had been no material defaults in repayment
of our bank borrowings and breaches of the finance
covenants during the Period. The maturity profile of our
interest-bearing borrowings as at June 30, 2018 and
December 31, 2017 was as follows:

RAEME - BRMEEERITEE
THEBEEKENER  TER
FEERBEZNNBR B2
20186 H30H K&2017F 124
318 - MW BEEDHA W

T
As at As at
June 30, December 31,
2018 2017
20185 20174
6 H30H 12H31H
(RMB million) (RMB million)
(AR¥EET) (AEEHZET)
Within 1 year or on demand 1F AR BERER 1,147.7 754.9
After 1 year but within 2 years 1F 224 9.7 30.9
After 2 years but within 5 years 2EFEHF 27.6 122.0
After 5 years 5% LA 10.3 8.6
Total et 1,195.3 916.4

The Group monitors its capital on the basis of gearing
ratio. Gearing ratio is derived by dividing total borrowings
by total assets and multiplied by 100%. As of June 30,
2018, the Group’s gearing ratio was 2.06%, 0.43% higher
than 1.63% as of December 31, 2017, mainly due to the
new borrowings.

Contingent liabilities

The Group was involved in a number of legal proceedings
and claims against either the Company or the subsidiaries
of the 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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VII. 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. Our foreign exchange transactions are
aimed at determining foreign exchange rates or interest rates
and will not participate in pure speculative arbitrage activities.
The Group maintains and follows the internal policies and
controls for managing our Group’s use of derivative financial
instruments.

BEERWR DT

VIl. B EEREREE

HZAREFXRGEETHEZER
B BREERR - FXER - E8

CRBEERAR - HFRBEEK

BERBS - RMNEEETHEER
1P T B ) 22 55 [ B DA RE R L ' #1048 Bt
B 26 B & E BUhIT

E¥ER

AEEHBEEER  TELE
BIEFINNIHEMERE REAFIN
B TR R XK U NEINRE
EEZANE (BRARLEERS
HENEBNINEEE ARERK
5N FHE R EURIA B IR
LR HER -  EEZARNES
TERXTLEOT - ARETE
FLEIFR T2 A 818 B R MRET L
EHIMES K - ASHTERFIF D
ARRE WA ARKEEE 15
RIERE B R &g RRIBEZE
THE K BEAB R WER TR
HKPTE L TR - 2 BRIR
RABOREMER - RATRFE
= EIRE o Bk - TAPIE
SN SRR BRI bt F R HASME
B8 RAMERIINESH AR
MBI EBEMECE - MZEER
M) & BE S IR B R TS B TR ET UL
EURO S EE SRR AR C BC © TR APISNEE
RN EHEERLENESRB
R AE2EAENREENE
o AEEERNETBRMRR
AEBEBITESRITANAR
R M Az

Interim Report 2018
B N\ERHRE

59



60

Management Discussion and Analysis
EEENWER DN

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 management measure in
place and our exposure to these credit risks is monitored on
an ongoing basis. 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 extended to
customers. As to credit risk for trade and other receivables,
we strictly comply with regulatory requirements and do not
engage in financing trade. We first evaluate our customer’s
credit status and repayment capability 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.
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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 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.

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 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 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.

BEERWR DT

RBETRER

RBETEREAEEREER
BRERDABFENAR © KA
SERGEEERHE S AENE
WG as  AESARR
éf%ﬂ,ﬁ“"/t'j BEREEeR
R ARRREFEMETENB
BE BRYELANEABRED
AMEE - UEtEIMBESEN
BERMEREER 2ERER
MBEE - Wi AEEERL#
REEERREARHZERH
B RRLVBEREEDTEN
RBe MRS EFBYKF -

NEBE G E B TRA R ERKE
BRI EBEHRSE c FEE
BER & FIRERBHZ
B REEE  REFR - X
BENRIBRIFEMERK - 1NE
TEREMPEARR  AEH
HEREEERAR (WX H
ARZEBONEER) B AEEL
RITHIREAEENHRS - BE
F(EFRBE) 259X @4% -
BiEE BEREIEN @
FE 1 K2 fm b FR AN B 5 5 5 T
BRAHBREES - ARFIKE
BHPCERTENEZESD
LEAERTPERMNIEL X
A B S /Y 85 B ) A AN AN RR
HER - ARBIGEEILEF
BRI (CERZE
BRPBERBN) <RNEE:
HERINEBEHE

Interim Report 2018
B N\ERHRE

61



62

Management Discussion and Analysis
BEEENWR DN

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 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
40 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.

7.
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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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Management Discussion and Analysis

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 a 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 interna
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 actual 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 many 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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Management Discussion and Analysis
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Corruption Risk

Currently, 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
staff 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, undertake
the international commitments and international obligations
made by China and the relevant resolutions passed by
the United Nations Security Council. 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 order to prevent and control
the risk of sanctions, we established an export control
internal compliance program (ICP) within the Company. The
Company’s ICP adopts the principle of comprehensive control
(CATCH-ALL), and the scope and content of the ICP control
will be adjusted in time in accordance with the changes in the
international export control situation and the possible impact
on the business of the Company. 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
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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 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 (“Iran Nuclear Deal”). In exchange for
curtailing certain nuclear-related activities, Iran was granted
relief from certain U.S., EU, and UN sanctions. As to Cuba,
following a resumption of formal diplomatic ties between
the two countries and the removal of Cuba from the U.S.
government’s State Sponsors of Terrorism list, a series of
amendments to OFAC’s Cuban Assets Control Regulations
and Section 746.4 of Export Administration Regulations
administered by the Bureau of Industry and Security of
United States Department of Commerce have substantially
expanded the range of transactions in which U.S. persons
are allowed to engage with Cuba. Hence the Sanctions
Undertakings no longer cover Iran and Cuba as disclosed in
the announcements of the Company dated March 23, 2016
and December 19, 2016, respectively. However, the United
States announced on May 8, 2018 that it will withdraw from
the Iran Nuclear Deal and restore sanctions against Iran. So
the Company decided to terminate all business ties in Iran
thereafter from a prudent perspective and the Company has
no existing or implemented project in Iran.

Following the regulatory changes in the United States, the
Company decided to cautiously approach the Cuba market.
The Company plans to undertake construction projects and
carry out trading and service businesses in Cuba through a
subsidiary to be established or any other physical presences
in Cuba. Further, every potential project carried out in Cuba
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.
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Management Discussion and Analysis

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 to economic sanctions.
We also believe that our internal control policies targeted at
sanctions compliance, and in particular our internal compliance
program on 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,
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
external counsel. Furthermore, as a result of the foregoing, the
Company’s exposure in Cuba is so limited that any adverse
impact from changes to Cuba sanction by the United States
will be minimal.
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VIIl. PROSPECTS FOR THE SECOND HALF OF VII.L F¥ERE
THE YEAR
() Engineering Contracting Business () IBREEL

70

Make every effort to facilitate the contract signing
and coming into effect, improve the quality of
contracted projects and matching degree with the
national strategy.

Strengthen the meticulous management of projects,
pay close attention to project implementation,
and bear in mind the Must-Not-Do of redline for
the safety in production. Continuously enhance
project management capabilities, improve project
implementation quality and raise safety awareness.

Continue to innovate on business modes in face of
increasingly fierce competition.

Seize the diplomatic opportunities such as the
China-Africa Forum and the South Pacific Island
Nations Summit.

Actively prevent and control the quality and export
control risks and so on.

() Trading Business

Timely follow up the current situation of Sino-US trade
friction, carefully check the business in hand, make good
estimates, and make clear the working plans of the next
step.

Take multiple measures to improve efficiency, especially
in dealing with inventory problems.
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Management Discussion and Analysis

Reduce the overall asset liability ratio, and strictly
investigate the advance-funding business.

Strictly control risks and implement strict control to every
session, strengthen reporting and communication, and
prevent losses in a timely manner in case of major risks.

Pay close attention to the first China International Import
Expo and seize possible opportunities.

(Ill) Services Business

Vigorously support technological innovation, and
continuously strengthen technological support and
innovative capability support for the Company’s
business.

Continuously strengthen internal collaborative work and
further consolidate collaborative results.

Strive to promote mergers and acquisitions and
reorganization and facilitate the extension of the
industrial chain.

Well organize and implement the selection and evaluation
of incubation projects and achievements transformation
projects in the design consulting business.

Continue to improve management and take measures
to prevent and control risks in every aspect.
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*EAREMER

SHARE CAPITAL

As of June 30, 2018, the total share capital of the Company
was RMB4,125,700,000, divided into 4,125,700,000 Shares
with nominal value of RMB1.00 each.

INTERIM DIVIDENDS

The Directors do not recommend payment of interim dividends
for the Period.

INTERESTS, SHORT POSITIONS AND SHARE
OPTION SCHEME OF THE DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As of June 30, 2018, none of the Directors, Supervisors or
members of the senior management of the Company had
any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which
would have to be notified to the Company and the Stock
Exchange pursuant to divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO),
or which were required, pursuant to section 352 of the SFO,
to be recorded in the register referred to therein, or which
were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.
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Corporate Governance and Other Information

4. SUBSTANTIAL SHAREHOLDERS’ AND 4.

OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As of June 30, 2018, so far as it was known by or otherwise
notified to any Directors or the chief executive of the Company,
the particulars of the corporations or persons (other than a
Director, Supervisor or chief executive of the Company) which
had 5% or more interests and short positions in the Shares
and the underlying Shares as recorded in the register kept
under section 336 of the SFO were as follows:

Long positions and Short positions in the Shares

Number of Issued

EEERKEMER

FERREHEMATRRG R
MERODNESRRXR

#H E2018F6A30R » B EEK
AAREESITHABMAE M
ANENE BEZBHFLRBEENSE
336IETFEME LM Frad sk g ik
D IRRIRT 1D 5%8k LA HHEES KOk B B
FEIALT(ES - EERAQAR
BITEABRRIN) FEBT

RONFERKXE

Approximate
Percentage of Approximate
Shareholding  Percentage of
in the Relevant Shareholding

Shares/ Class of in the Total
Capacity/ Underlying Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
HERRAER ERBEER
s RiTRe / REBOEI L REABAM
RRER R ER 5%/ BEtE HERAEE By (Hit1) (Hit1)
SINOMACH Domestic Shares Interests of beneficial owner/ 3,185,260,000 |
Personal interests (Note 2)
(Long position)
Gl WER EnlkA NER / AAER 3,185,260,000
(Hi#2)
(4#8)
— 3,217,430,000 100% 77.99%
Interests of controlled 32,170,000
Corporation/Corporate (Note 2)
interests (Long position)
RibzEEs /B 32,170,000
(Hit2)
(58) |
SSF H Shares Interests of beneficial owner/ 81,352,000 81,352,000 8.96% 1.97%
Personal interests (Long position)
HRESEZE Hik A ER/ AAER 81,352,000
(4#£)
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Approximate
Percentage of Approximate
Shareholding  Percentage of

Number of Issued in the Relevant Shareholding
Shares/ Class of in the Total
Capacity/ Underlying Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
EEBRGER ERAEER
fiscRiTRe / RERNEIL REABAL
RRER R ER 5%/ BEtE HERAHE By (Hit1) (Hit1)
Valug Partners Group Limited H Shares Interests of controlled 63,847,000 63,847,000 7.02% 1.56%
corporation/ (Note 3)
Corporate interests (Long position)
EEEEERAT Hi REiEs /rEEs 63,847,000
(Hit3)
(#8)
Value Partners High-Dividend  H Shares Beneficial owner/ 47,390,000 47,390,000 5.21% 1.15%
Stocks Fund Personal interests (Long position)
FERskEES Hik EREBA/ AAER 47,390,000
(4#£)
Citigroup Inc. H Shares 508,460 shares as Interests 46,832,278 46,832,278 5.15% 1.14%
of controlled corporations (Note 4)
and 46,323,818 shares as (Long position)
approved lending agent/
Corporate and other
interests
&R Hik 508 4608 17 AR A B 46,832,278
146,323, 8183 Atk (Hita)
BHRBA /AR (4£8)
Efties
Interests of controlled 700,088 700,088 0.07% 0.02%
corporation/ (Note 5)
Corporate interests (Short position)
RitiEs /iEEs 700,088
(Hts)
(%#)
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Approximate
Percentage of Approximate
Shareholding  Percentage of
Number of Issued in the Relevant Shareholding
Shares/ Class of in the Total
Capacity/ Underlying Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
HEBRAER ERBEER
FEERTRE/ RERNE L L 1R
RRER R ER 5%/ BEtE HERHHE By (Hit1) (Hit1)
Approved lending agent/ 46,323,818 46,323,818 5.10% 1.12%
Other interest (Lending pool)
REELREA / LthiEs 46,323,818
(i)
Grantham, Mayo, Van H Shares Investment manager/ 45,578,300 45,578,300 5.01% 1.10%
Otterloo & Co. LLC Other interest (Long position)
Hik REEE / Ahiks 45,578,300
(4#8)
GIC Private Limited H Shares Investment manager/ 45,454,000 45,454,000 5.00% 1.10%
Other interest (Long position)
TMEHARE AT Hik REER /s 45,454,000
(4#8)
Notes: Htat -
(1)  This percentage is calculated on the basis of the number of underlying (1) ZEDHTIARAREZE2018%F6H30H
Shares/total Shares that had been issued by the Company as of June EEITHAERRMNEE S RHEHEE -
30, 2018.
(2) SINOMACH was beneficially interested in 3,185,260,000 Domestic (2) EIH#53,185,260,0000 N E R E B

Shares, representing approximately 77.21% of our total share capital.
China United was beneficially interested in 32,170,000 Domestic
Shares, representing approximately 0.78% of our total share capital.
Since China United is a wholly-owned subsidiary of SINOMACH,
SINOMACH is, therefore, deemed to be interested in the Domestic
Shares held by China United.

The following shares which are referred to in the notes above represent
the same block of shares in which all the relevant parties are deemed

under the SFO to be interested.
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153 4R AN 490.78% » A R B & A
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(3) The 63,847,000 Shares as referred to in note 3 above.

Value Partners Group Limited has 100% interest over Value Partners
Hong Kong Limited. Value Partners Hong Kong Limited has 100%
interest over Value Partners Limited.

(4) The 46,832,278 Shares as referred to in note 4 above.

Among these 46,832,278 Shares, 51,200 Shares were held by Citicorp
Trust South Dakota, an indirect wholly-owned subsidiary of Citigroup
Inc., 45,888 Shares were held by Citigroup Global Markets Hong
Kong Limited, an indirect wholly-owned subsidiary of Citigroup Inc.,
93,060 Shares were held by Citigroup Global Markets Inc., an indirect
wholly-owned subsidiary of Citigroup Inc., 318,312 Shares were held
by Citigroup Global Markets Limited, an indirect non-wholly-owned
subsidiary of Citigroup Inc. and 46,323,818 Shares in lending pool
were held by Citibank, N.A., an indirect wholly-owned subsidiary of
Citigroup Inc.. Accordingly, Citigroup Inc. is deemed to be interested
in 46,832,278 Shares.

(5) The 700,088 Shares as referred to in note 5 above.

Among these 700,088 Shares, 45,888 Shares were held by Citigroup
Global Markets Hong Kong Limited, an indirect wholly-owned
subsidiary of Citigroup Inc. and 654,200 Shares were held by Citigroup
Global Markets Limited, an indirect non-wholly-owned subsidiary of
Citigroup Inc.. Accordingly, Citigroup Inc. is deemed to be interested
in 700,088 Shares.

Save as disclosed above, and as at June 30, 2018, the Directors
were not aware of any persons (who were not Directors, Supervisors
or the chief executive of the Company) who had an interest or short
position in the Shares or underlying Shares which would fall to be
disclosed under divisions 2 and 3 of Part XV of the SFO, or which
would be required, pursuant to section 336 of the SFO, to be
entered in the register referred to therein.

China Machinery Engineering Corporation
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Corporate Governance and Other Information

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the Period, 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.

BOARD COMPOSITION

As at the date of this report, the Board comprises: Mr.
ZHANG Chun, Mr. HAN Xiaojun and Mr. ZHOU Yamin as
executive Directors; Mr. YU Benli and Mr. ZHANG Fusheng as
non-executive Directors; and Mr. LIU Li, Ms. LIU Hongyu, Mr.
FANG Yongzhong and Mr. WU Tak Lung as INEDs.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

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 Period
and up to the date of this report except for code provision
A.4.2 and F.1.2 of the CG Code.

5.
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Pursuant to the code provision A.4.2 of the CG Code that
every director should be subject to retirement by rotation
at least once every three years, the second session of the
Board which was elected on February 20, 2014 shall retire
the office by rotation on February 20, 2017. As it concerns the
entire Board, various factors were considered to ensure the
senior management of the Company appropriately continues,
therefore, the second session of the Board continued to
perform their duties until the election of the third session of
the Board which was elected at the 2018 second extraordinary
general meeting of the Company held on March 5, 2018. Since
then, the Company has rectified its compliance with the code
provision A.4.2 of the CG Code.

Pursuant to the code provision F.1.2 of the CG Code that the
appointment of the company secretary should be dealt with by
the physical board meeting rather than a written resolution. The
appointment of the current joint company secretaries of the
Company (the “doint Company Secretaries”) was dealt with
by a written resolution in February 2018. The Board considers
that, prior to the execution of the written resolution to appoint
the current Joint Company Secretaries, all Directors were
individually consulted on the matter without any dissenting
opinion and there was no need to approve the matter by a
physical board meeting instead of a written resolution.

The Company will continue to review and enhance its
corporate governance practices on explanation in the case
of non-compliance as necessary to ensure compliance with
the CG Code.

China Machinery Engineering Corporation
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Corporate Governance and Other Information

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

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 Period.

The Company also adopted its own code of conduct regarding
employees’ securities transactions on terms no less exacting
than the standard set out in the Model Code for the compliance
by its relevant employees who are likely to be in possession of
unpublished price-sensitive information or inside information
of the Company in respect of their dealings in the Company’s
securities.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Pursuant to the relevant requirements of the Listing Rules,
the Company has appointed sufficient number of INEDs
with appropriate professional qualifications, or appropriate
accounting or related financial management expertise. The
Company has appointed a total of four INEDs: Mr. LIU Li, Ms.
LIU Hongyu, Mr. FANG Yongzhong and Mr. WU Tak Lung,
respectively.
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10.

11.

12.

CHANGE TO INFORMATION OF DIRECTORS
AND SUPERVISORS

For the Period, there were no changes to the Directors’ and
Supervisors’ information as required to be disclosed pursuant
to Rule 13.51B(1) of the Listing Rules.

CHANGE TO INFORMATION IN RESPECT OF
COMPANY SECRETARY

On February 12, 2018, Ms. WANG Weiling (“Ms. WANG”) was
appointed by the Board to succeed Mr. ZHOU Yamin act as
one of the Joint Company Secretaries. In order to uphold good
corporate governance and ensure compliance with the Listing
Rules and applicable Hong Kong laws, the Company has
appointed Mr. KWOK Siu Man, as its Joint Company Secretary
to assist Ms. WANG to discharge her duties as company
secretary of the Company. Details for the above change are
set out in the Company’s announcement published on the
respective websites of the Stock Exchange and the Company
on February 12, 2018.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee consists of three members (two INEDs
and one non-executive Director), namely Mr. LIU Li (committee
chairman), Ms. LIU Hongyu and Mr. ZHANG Fusheng. It has
jointly reviewed with the management on the accounting
standards, and discussed internal control and financial
reporting matters (including the review of the interim results)
of the Group. The Group’s interim results for the Period and
this report have been reviewed by the Audit Committee. The
Audit Committee considered that the interim results are in
compliance with the applicable accounting standards, laws
and regulations, and the Company has made appropriate
disclosures thereof.

China Machinery Engineering Corporation
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13. COMPLIANCE WITH SANCTIONS 13. & <P IR RS

UNDERTAKINGS

As disclosed in the Prospectus, the Company and the
Directors have covenanted to the Stock Exchange that they
will not, directly or indirectly, (1) use any of the proceeds
from the Global Offering, or make such proceeds available to
any individual or entity, to fund any activities in or business
of or with (i) any individual or entity or (i) in any country or
territory, that at the time of such funding, is the target of
any sanctions administered by OFAC, or (2) engage in any
activity that is sanctionable under the ISA (as amended
by the Comprehensive Iran Sanctions, Accountability, and
Divestment Act of 2010) or the Executive Order 13590 (the
“Executive Order”) for so long as the ISA and Executive
Order remain in effect (the “Sanctions Undertakings”). The
Directors confirmed that both the Company and the Directors
were in compliance with the Sanctions Undertakings as at the
date of this report. In particular, the Company has taken the
following measures to ensure compliance with the Sanctions
Undertakings:

1. Proceeds Account — The Company has opened and
maintained separate designated bank accounts for the
proceeds from the Listing in Hong Kong as at the
date of this report (the “Proceeds Accounts”). The
Proceeds Accounts are segregated from other normal
bank accounts of our Company and designated for the
sole use of deposit and deployment of the proceeds
from Listing. With such segregation and designation, the
Proceeds Accounts record all transactions and activities
within these bank accounts and trace the flow of funds
in and out of the Proceeds Accounts.
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2. Accounting measures — The Company has ensured that
separate books and records are in place to monitor the
activities, including deposits and disbursements, of the

Proceeds Accounts.

3. Internal control policies — We have formulated a dedicated
set of internal control policies particularly in respect of
the Proceeds Accounts to regulate various aspects of
operating the Proceeds Accounts, such as the designated
use, record keeping (e.g. the underlying documents for
projects or transactions towards which the proceeds will
be applied), regular review, responsible personnel to be
appointed, accountability and reporting line and other
necessary operational procedures.

4. Internal compliance program on export control (the “ICP”)
— With the Company’s existing ICP platform, the export
control office has continued to be responsible for project
screening, evaluation and approval from an export control
perspective to ensure the nature and location of the
activities or business, as well as the identity of the
counterparties and products involved, etc., would not
violate the Sanctions Undertakings.

In recent years the US sanctions 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.
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Corporate Governance and Other Information

For further details, please refer to the Company’s announcement
published on the respective websites of the Stock Exchange
and the Company on March 23, 2016. However, the United
States announced on May 8, 2018 that it will withdraw from
the Iran Nuclear Deal and restore sanctions against Iran. So
the Company decided to terminate all business ties in Iran
thereafter from a prudent perspective and the Company has
no existing or implemented project in Iran.

In addition, given the new development in the sanctions
landscape on Cuba, Holland & Knight LLP has advised
the Company that, despite the remaining U.S. embargo on
Cuba, the Company (and its shareholders and investors)
would face very limited risks in engaging in Cuba activities if
done from outside of U.S., and similarly limited risks if done
under U.S. authorization from or through a U.S. subsidiary
of the Company. With Cuba having been removed from the
U.S. Department of State’s State Sponsors of Terrorism
(“SST”) list, the reputational risks and heightened due diligence
(especially for non-U.S. financial institutions) associated with
transactions involving countries placed on SST list has been
reduced significantly, even though the U.S. embargo remains
in place. For further details, please refer to the Company’s
announcement published on the respective websites of the
Stock Exchange and the Company on December 19, 2016.
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Report on Review of Interim Condensed Consolidated Financial

Statements

RIS B RERNEFHARS

Ernst & Young LK ETEE TR
22/F, CITIC Tower BEBPIRREE 158
1 Tim Mei Avenue h{EkKE 2248

Central, Hong Kong

EY:

Independent review report
To the shareholders of China Machinery Engineering Corporation

INTRODUCTION

We have reviewed the interim financial information set out on pages
86 to 166, which comprises the condensed consolidated statement
of financial position of China Machinery Engineering Corporation
(the “Company”) and its subsidiaries (collectively the “Group”)
as at June 30, 2018 and the related condensed consolidated
statement of profit or loss, the condensed consolidated statement
of comprehensive income, the condensed consolidated statement
of changes in equity and the condensed consolidated statement
of cash flows for the six-month period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance
with the relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34”) issued by the
International Accounting Standards Board. The directors of the
Company are responsible for the preparation and presentation of
this interim financial information in accordance with IAS 34. Our
responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
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Report on Review of Interim Condensed Consolidated Financial

Statements

RIS T B HRERNEHRE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the accompanying interim condensed
consolidated financial statements are not prepared, in all material
respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
August 29, 2018
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Interim Condensed Consolidated Statement of Profit or Loss - Unaudited

hHEAREA S pHER R — REHER

For the six months ended June 30, 2018 o & Z=201846 3308 1-7~1&@ A

For the six months ended

June 30,
B Z6H30H LA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REEG) (CREEE)
Notgs RMB’000 RMB 000
it AR¥F AREToT
(Restated)
()
Revenue from contracts with EEARWA
customers & 12,048,280 11,148,559
Cost of sales SHE A (10,108,536)  (9,354,835)
Gross profit Y| 1,939,744 1,793,724
Other revenue HAp A 5 65,407 98,454
Other income, net Efbg A 558 5 12,308 71,816
Selling and distribution expenses HE RS HEMAX (486,128) (458,276)
Administrative expenses THHEX (490,913) (434,572)
Other operating expenses Hinge & (133,553) (115,080)
PROFIT FROM OPERATIONS RERR 906,865 956,066
Finance income B IR A 6 233,824 211,027
Finance expenses W= 6 (38,298) (330,378)
Net finance income/(expenses) FHWA () B8 6 195,526 (119,351)
Share of profits and losses of: FEAG LA T & & B8
Associates G L/NE 66,667 32,156
Joint ventures S=AH 21,322 8,779
PROFIT BEFORE TAX BR AR AR R 1,190,380 877,650
Income tax Fris#i 8 (297,290) (229,276)
PROFIT FOR THE PERIOD 7N HA R A 893,090 648,374
Attributable to: BEEN
Owners of the parent [SYNSIETFEPN 10 892,357 648,422
Non-controlling interests eI R 733 (48)
893,090 648,374
EARNINGS PER SHARE BRAER
ATTRIBUTABLE TO ORDINARY BAREEEREE ARG
EQUITY HOLDERS OF THE PARENT
Basic and diluted (RMB) EARAREE (ARK) 22 cents (4) 16 cents (%)

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Comprehensive Income - Unaudited

FHFASHEE RER - REE

For the six months ended June 30, 2018 * #Z2018F6 A30H IE/~{E A

For the six months ended

June 30,
BZ6H30HLX<EA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REERT) (REEEET)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(&)
PROFIT FOR THE PERIOD AHA R 893,090 648,374
OTHER COMPREHENSIVE INCOME Hitt4R & W
Other comprehensive income not to be RN BEBEHEEFOES
reclassified into profit or loss in B HEMRE WS
subsequent periods
Remeasurement of defined benefit obligations B ERTX mE% 3,685 12,165
Changes in fair value of financial assets at AR EEFTEAHE
fair value through other comprehensive FTAEMARE W= A
income (FVOCI) EHMEEAABEEED 9,008 -
Share of other comprehensive income of BB E RN R E MRS W
associates (20,705) -
Other comprehensive income to be reclassified AR &EEREET HBEBZH
into profit or loss in subsequent periods HihiR A W
Share of other comprehensive income of FE(EEE & N R AR A W
associates - 1,120
Changes in fair value of an available-for-sale  A[{t HERE QA BEE
investment = (364)
Exchange differences on translation of HE G INT B A R HY
financial statements of BigsRREERER =58
overseas subsidiaries (44,248) (28,212)
Total comprehensive income for the period R4S U458 840,830 633,083
Attributable to: BEER
Owners of the parent ISYNCIEZZEWN 840,096 633,030
Non-controlling interests JEIE R FERS 734 53
840,830 633,083
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Interim Condensed Consolidated Statement of Financial Position - Unaudited

RIS S F BRI T — R

June 30, 2018 » 201856 H30H

#it

As at As at
June 30, December 31,
2018 2017
A20185 20174
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (& 2;5T)
Notes RMB’000 RMB’000
it AR¥FT ARETor
(Restated)
(&)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R N RE 11 2,091,530 1,995,823
Investment properties B 623,262 631,662
Prepaid land lease payments AN MR & R IE 12 1,797,483 1,808,241
Intangible assets B EE 465,873 465,879
Investments in associates S AT IR E 1,048,127 1,050,268
Investments in joint ventures HEERAIMEE 367,745 346,423
Trade and other receivables B 5 Rk H A FEW IR 15 988,682 847,059
Amounts due from contract customers  JEU A A& F 218 14 - 1,923,798
Contract assets ERIEE 14 1,867,119 =
Deferred tax assets ELETIREE 397,377 348,186
Other non-current assets HiEReEE 19 - 376,678
Non-current financial assets IERBERMEE 19 438,252 =
Total non-current assets FRBEERTE 10,085,450 9,794,017
CURRENT ASSETS nBEE
Inventories FE 13 772,869 670,468
Trade and other receivables 2 5 N E A g I8 15 11,235,095 10,884,327
Amounts due from contract customers  JEUE R & F I8 14 - 5,374,496
Contract assets AREE 14 8,026,283 =
Other current financial assets HimegemEE 15,000 -
Restricted deposits SR 17 1,341,720 1,363,525
Time deposits with original maturity R R BE =8 A &
over three months EHITER 4,668,220 6,784,311
Cash and cash equivalents RERBEEED 16 22,009,255 21,479,315
Total current assets REEEMALE 48,068,442 46,556,442
CURRENT LIABILITIES nBAE
Borrowings B®Eg 18 1,147,703 754,847
Receipts in advance TEU IR - 15,796,358
Contract liabilities SRAEE 18,470,321 -
Trade and other payables B 5 N E b A FRIE 17 21,929,372 21,017,404
Defined benefit obligations REXmEIE 22,998 33,775
Other current financial liabilities HnshecrpasE 21,367 -
Tax payable e IE 234,805 122,035
Continued/...
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Interim Condensed Consolidated Statement of Financial Position - Unaudited
RHIRS RS Dt AR R 3k — R EET

June 30, 2018 * 201846 H30H

As at As at
June 30, December 31,
2018 2017
7A20184 20174
6H30H 12H31H
(Unaudited) (Audited)
(REET) (& 2;5T)
Notes RMB’000 RMB’000
Kt AR¥FT ARETr
(Restated)
(&)
Total current liabilities HREEEREE 41,826,566 37,724,419
NET CURRENT ASSETS REEEFE 6,241,876 8,832,023
TOTAL ASSETS LESS CURRENT EEABERRBER
LIABILITIES 16,327,326 18,626,040
NON-CURRENT LIABILITIES FkRBERE
Borrowings BE 18 47,638 161,522
Trade and other payables Z 5 R HEAMEN IR 17 379,027 541,326
Defined benefit obligations REX =S 451,801 451,801
Deferred tax liabilities FRIERIEE E 105,879 90,642
Total non-current liabilities FRBEBRE 984,345 1,245,291
Net assets REE 15,342,981 17,380,749
EQUITY =
Issued capital B EBITRA 20 4,125,700 4,125,700
Reserves 1 21 11,133,571 13,174,786
Total equity attributable to owners of QAT HEA AE(LERLALE
the parent 15,259,271 17,300,486
Non-controlling interests FEERRRER 83,710 80,263
Total equity S 15,342,981 17,380,749
Director Zhang Chun Director Zhou Yamin
== RE =2 AR
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited

FHSASHERRER - REET

For the six months ended June 30, 2018 o & Z=201846 3308 1-7~1&@ A

Attributable to owners of the parent
BAREE AR

Available-  Fair value
for-sale reserve of

investment  financial ~ Statutory  Exchange Non-
Issued Capital revaluation ~ assetsat  surplus fluctuation  Retained controlling Total
capital  reserve  reserve FVOCI  reserve  reserve profits ~ Sub-total interests equity
NALEE
itBEE
28
Afpia
aft hEneR
LERE BENAL  XEEB
BEIRE  EARE ERRE EERRE Ee ENRERE REEF N FERER  ERAE
RMB’000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ABETE ARETE AREFT AREFL ARETL ARETT AREFT ABETR ARET:Z AREFZ
At January 1,2018 R2018E1A1H 4125700 3,479,823 (7,205) - 1,198,687 16,025 8,486,646 17,300,486 80,203 17,380,749
Impact of adopting IFRS 9 FANEIRREB A=Y
(Note 2.2) ORMEE (Hi22) = - 1,295 26,697 - - (85,790) (51,798 - (51,798)
Restated opening balence  RIEEIRBRAE 2]
under IFRS 9 FORELNENEE 4125700 3,479,823 - 26,697 1,198,687 16,025 8,400,856 17,248,688 80,203 17,328,951
Proft for the period KERE = - - - - - 802357 89237 733 893,090
Other comprehensive AHEED
income for the period Geka
Exchange differences on BNERINE
translation of foreign nEZE
operations - - - - - (44,249 - (44249 1 (44,248)
Remeasurement losseson  RERBREEMR
defined benefi HEER - bk
obligations, net of tax - - - - - - 3,685 3,685 - 3,685
Changes in fair value of WALEETEER
financial assets CERN
at FVOCI, net of tax WEHEREEDL
EERE nHk - - - 9,008 - - - 9,008 - 9,008
Share of other ERRERTEMD
comprehensive income of AN
associates - - - (20,705) - - - (20,705) - (20,705)
Total comprehensive income KBRS ARFEE
for the period - - - (11,697) - (44240) 896,042 840,006 734 840,830
Business combination under  FA—1E 5| TAERBAH
common control - (1,980,081) - - - - - (1,980,031) - (1,980,031)
Capital contribution froma~~ FEERBES
non-controllng sharsholder B - - - - - - - - 3,264 3,264
Dividends paid to shareholders (T AR FREL
of the Company e - - - - - - (849482)  (849,482) - (849,482
Proftt appropriation to reserves R Z kb &7 - 285000 - - - - (285,900 - - -
Dividends paid to RFHBATHAR
non-controling sharsholders ~ REIRS
of subsidlaries - - - - - - - - (551) (951)
At June 30, 2018 R2018E6A308 4,125,700 1,785,692 - 15,000 1,198,687 (27,324) 8,161,516 15,259,271 83,710 15,342,981
90 China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited
PHIR SRR B R — KRBT

For the six months ended June 30, 2018 ¢ & Z201846 530H /<& A

Attributable to owners of the parent

BRARA AR
Available-
for-sale
investment  Statutory  Exchange Non-
Issued Capital  revaluation surplus  fluctuation  Retained controlling Total
capital reserve reserve reserve reserve profits ~ Sub-total interests equity
AHHERE  ERRR  EXRD R

BEIRA EAGE BERRE  DRE BE  GEEA It o EalE
RMB000  RMBOOO  AMBOOO  RMB'O00  RMBOO0  AMBOOO  RMBO00  RMBOO0  AMBO000
NGRTL ARRTL ARRTL ARETL ARETL ARETL ARRTT ARETTL ARETRL

At January 1, 2017 R2017%51 A1H 4,125,700 2,838,229 2,705 1,070,754 81,265 7,209,862 15,328,515 47,038 15,375,553
Business combination under  [F—12%] T
common control EBA% - 722,643 12,084 - 172 479,053 1,213,952 8991 1,222,943

At January 1, 2017 (Restated) 120171 81A

(E) 4,125,700 3,560,872 14,789 1,070,754 81,437 7,688915 16,542,467 56,029 16,598,496
Profit for the period AERET - - - - - 648420 648422 (48) 648,374
Other comprehensive income  AZREf
for the period ZalE
Exchange differences on BINEBINE
tranglation of foreign nEEE
operations - - - - (28,313) - (28,313) 101 (28,212)
Remeasurement losses on FERREBE(
defined benefit obligations,  FEEE Mk
net of tax - - - - - 12,165 12,165 - 12,165
Changes infar valug of an ~ AALHERBAA
avallable-for-sale BEZY Mk
investment, net of tax - - (364) - - - (364) - (364)
Share of other comprehensive (L2 A7)
income of associates Etilrala - - 1,120 - - - 1,120 - 1,120

Total comprehensive income for A4
the period lhearatd = = 756 - (28,313 660,587 633,030 53 633,083

Capital contribution froma ~ FEERBES
non-controling shareholder B4R = - - - - -
Dividends paid to shareholders I F AR AR

24,500 24,500

of the Company KE - - - - - (842,468  (842,468) - (842,468)
At June 30, 2017 (Restated) 120176830

(B 4,125,700  8,560,872" 15,045 1,070,754* 53,124*  7,507,034* 16,333,029 80,582 16,413,611

*  These reserve accounts comprised the consolidated reserves of * 7 % A B 1 5 A2018F6A30H

RMB11,133,571,000 (June 30, 2017: RMB12,207,329,000) in the EHTBRARPNEHFEREARE

consolidated statement of financial position as at June 30, 2018. 11,133,571,0007T (201746 H30H : A

R#12,207,329,0007T) °
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited

TS HRERER — REHE

For the six months ended June 30, 2018 o & Z=201846 3308 1-7~1&@ A

Six months ended

June 30,
BZ6H30HLAEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REEG) (REEZEET)
Notes RMB’000 RMB’000
HiaE AR¥FT AREFT
(Restated)
(FEat)
CASH FLOWS FROM OPERATING RERETHHN
ACTIVITIES BHERE
Profit before tax: MR AD A - 1,190,380 877,650
Adjustments for: EIFER
Finance costs B # Bk AX 6(a) 26,541 14,239
Foreign exchange differences, net PE =58 HE (134,438) 281,743
Share of profits and losses of FE(RBE SN B A 2 B
associates (66,667) (32,156)
Share of profits and losses of FE(EE & R RE N & EE
joint ventures (21,322) (8,779)
Interest income B YA 6(a) (131,399) (163,052)
Gain on disposal of a subsidiary EEKB ARk 23 - (58,861)
Investment income on financial assets TRIEERE WS 5 (55,934) (90,312)
Net losses on disposal of items of BEEWE  BEX
property, plant and equipment RIBIEBNBEKXFRE 5 2,471 613
Net losses/(gains) on foreign currency R HRINE & #) K ) 2 1 HA
forward exchange contracts and B (W) 58
interest rate swaps ) 8,661 (27,453)
Depreciation e 6(b) 57,950 52,683
Amortisation gy 6(b) 38,707 35,733
Impairment losses BEEE 6(b) 125,493 115,073
1,040,443 997,121
Increase in inventories FEE (102,401) (415,636)
Decrease in amounts due from WA RREF
contract customers FIER = 141,727
Increase in contract assets AREEEM (2,618,782) =
Increase in trade and other receivables & 5 [ H fth fE IR IB 12 /N (650,056)  (1,959,349)
Increase in receipts in advance TE U GRIB L AN - 1,743,196
Increase in contract liabilities aREEEM 2,673,963 =
Decrease in trade and other payables B 5 N H b E FRIBR (83,721) (279,556)
Decrease in defined benefit obligations REXmBEISH D (10,777) (20,967)
Continued/...
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited
FHISASHEESRER — REFF

For the six months ended June 30, 2018 » & Z=2018%6 3308 17518 A

Six months ended

June 30,

BZ6AH30HLAEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REERT) (R8T
Notes RMB’000 RMB’000
Hfat ARMFT AREFT
(Restated)
(&)
Cash generated from operations KETBEENRS 248,669 206,536

Income tax paid EEREZIECS (204,210) (602,221)

rEEBmE (R &

Net cash flows from/(used in)

operating activities REMEFHE 44,459 (395,685)
CASH FLOWS FROM INVESTING RERETHHRERE

ACTIVITIES
Interest received B HFE 62,673 133,946
Investment income on financial assets TREERE WD 55,934 90,312
Disposal of a subsidiary BEEMERT] 23 = (73,316)

Purchases of items of property,

plant and equipment BY=pEl= (149,320) (103,895)
Purchases of non-current financial assets EEIF RIS RIEE (4,241) -
Purchases of preference shares EEELR = (24,640)
Proceeds from disposal of items of BEYWE WEX

property, plant and equipment HIERFTIS IR 1,904 -
Proceeds from/(payments for) settlement  #5 & iz HASNE S 49 %

of forward exchange contracts and A =15 B R BT 1S

interest rate swaps A S (BT{ERR) 1,280 (35,965)
Additions of prepaid land lease payments 75 Fa 1} + it 70 & I8 (11,769) (4,131)
Additions of other intangible assets AREHMEREE (10,351) (1,348)
Additions of other long-term assets AEHMRHAEE (2,010) (4,229)
Acquisition of a subsidiary under W i =2 [/ — 42 16 /9

common control [ RpEEING] 22 (1,980,031) -
Investments in associates HEE R RIIRE = (19,481)
Placing of restricted deposits TR IR #1758 (65,001) (927,068)

Proceeds from redemption of B8 [0] 2R il 77 7Y
restricted deposits T8 5R38 86,806 209,111
Placing of non-pledged time deposits FREEERRKRDHRESR
with original maturity of =& A /Y fE 3 BRI R
over three months when acquired
Proceeds from redemption of
non-pledged time deposits with
original maturity of over three months

(4,664,340) (12,683,766)
BEABERRGEHA
B8 = i A A 1K 5
EMFARAAEFOR

when acquired 6,780,431 12,999,737

Net cash flows from/(used in) REZERE,(FiA) #
investing activities REREBFE 101,965 (444,733)
Continued/...
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited
FHIFSEA S EERER — REFFT

For the six months ended June 30, 2018 o & Z=201846 3308 1-7~1&@ A

Six months ended

June 30,
BZ6A30HLANEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REES) (CREEERT)
Notes RMB’000 RMB’000
BtaE AR¥FiT AREFT
(Restated)
(&)
CASH FLOWS FROM FINANCING REREEEH
ACTIVITIES HERE
Proceeds from borrowings BEEmEZE 678,921 331,504
Repayment of borrowings EEEE (399,949) (392,054)
Capital contribution from non-controlling — FE4Z A& A ER
shareholders BARIZA 3,264 24,500
Dividends paid to non-controlling [EENER e )
shareholders iz 2 (552) (3,603)
Interest paid BAFE (27,522) (14,868)
Net cash flows from/(used in) REEENE S (FTH) B
financing activities REMEFH 254,162 (54,521)
NET INCREASE/(DECREASE) IN ReRELEEYEM
CASH AND CASH EQUIVALENTS (m4) =5 400,586 (894,939)
Cash and cash equivalents at REVRIRE RIRSEEY
beginning of period 21,479,315 22,127,397
Effect of foreign exchange rate e R F B H B FE
changes, net 129,354 (227,507)
CASH AND CASH EQUIVALENTS RERANREERESZESEY
AT END OF PERIOD 16 22,009,255 21,004,951
ANALYSIS OF BALANCES OF CASH HEeRBESEEYHREIF
AND CASH EQUIVALENTS
Cash and bank balances e NIRTTAR 28,019,195 30,812,462
Restricted deposits balances PR 17 R A R (1,341,720)  (1,407,705)
Time deposits with original maturity of RIgE|EA A BB =8 A 5
over three months TE HRTF 3K (4,668,220)  (8,399,806)
Cash and cash equivalents as stated in ~ IR&EWELRMIIFR S K
the statement of cash flows IREEEBY 16 22,009,255 21,004,951

94 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

CORPORATE INFORMATION

China Machinery Engineering Corporation (the “Company”) is
a joint stock company with limited liability established in the
People’s Republic of China (the “PRC”). The registered office
of the Company is located at No. 178 Guanganmenwai Street,
Beijing, PRC.

The Company and its subsidiaries (the “Group”) are mainly
engaged in international construction contracting business
and trading business.

On December 21, 2012, the Company became listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(“HKSE”). The Company issued 718,000,000 H shares at
HK$5.40 per share by initial public offering (“IPO”) to investors
in Hong Kong and overseas. Pursuant to the IPO, a total of
71,800,000 domestic state-owned shares of RMB1.00 each
owned by China National Machinery Industry Corporation
(“SINOMACH?”) and China United Engineering Corporation
(“China United”) in aggregate were converted into H shares on
a one-for-one basis and transferred to the National Council for
Social Security Fund of the PRC (“SSF”).

On January 2, 2013, an over-allotment option granted by the
Company was fully exercised, and the Company issued and
allotted an aggregate of 107,700,000 H shares at HK$5.40 per
share. Accordingly, a total of 10,770,000 domestic state-owned
shares of RMB1.00 each owned by SINOMACH and China
United were converted into H shares on a one-for-one basis
and transferred to the SSF. As at June 30, 2018, a total of
908,270,000 H shares were listed on the HKSE.

In the opinion of the directors of the Company (the “Directors”),
the holding company and the ultimate holding company of
the Company was SINOMACH, which was established in the
People’s Republic of China.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

2.1 BASIS OF PREPARATION

The unaudited interim condensed consolidated financial
statements for the six months ended June 30, 2018 have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 Interim Financial Reporting and the disclosure
requirements of the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements as
at December 31, 2017. The interim condensed consolidated
financial statements are presented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand, except when
otherwise indicated.

Merger accounting for business combinations under
common control

The Company acquired the 100% equity interest in China
National Electric Engineering Co., Ltd. (“‘CNEEC”) in April 2018.
The Company and CNEEC were under the common control
of SINOMACH both before and after the acquisitions and
such controls were not transitory. Thus, the acquisition was
considered to be business combination under common control
and merger accounting basis was adopted. Accordingly,
the Company’s unaudited interim condensed consolidated
financial statements for the six months ended June 30,
2018 and June 30, 2017 included the financial statements
of the combining entity or businesses from the earliest date
presented or since the date when the combining entity or
businesses first came under common control, where this
was a shorter period, regardless of the date of the common
control combination. The net assets of the combining entity or
businesses were combined using the existing book values from
the controlling parties’ perspective. No amount was recognised
in consideration for goodwill or excess of the acquirers’
interest in the net fair value of the acquirees’ identifiable
assets, liabilities and contingent liabilities over cost at the time
of the common control combination.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

2.1 BASIS OF PREPARATION (CONTINUED) 2QARBEE (&)

22 IMPACT OF

Merger accounting for business combinations under
common control (continued)

The Company’s comparative unaudited interim condensed
consolidated financial statements for the six months ended
June 30, 2017 were restated to include the financial statements
of CNEEC retrospectively under merger accounting basis as
mentioned above.

Transaction costs, including professional fees, registration
fees, costs of furnishing information to shareholders, costs
or losses incurred in combining operations of the previously
separate businesses etc., incurred in relation to the common
control combination that were accounted for by using merger
accounting were recognised as expenses in the period in
which they were incurred.

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The accounting policies adopted in the preparation of the
unaudited interim condensed consolidated financial statements
are consistent with those used in the preparation of the Group’s
annual financial statements for the year ended December
31, 2017, except for the adoption of the new and revised
International Financial Reporting Standards (“IFRSs”) as of
January 1, 2018. The Group has not early adopted any other
standard, interpretation or amendment that has been issued
but is not yet effective.

The Group applies, for the first time, IFRS 15 Revenue from
Contracts with Customers and IFRS 9 Financial Instruments.
As required by IAS 34, the nature and effect of these changes
are disclosed below.
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22IMPACT OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS
18 Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The new
standard establishes a five-step model to account for revenue
arising from contracts with customers. Under IFRS 15, revenue
is recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The Group adopted IFRS 15 using the modified retrospective
method of adoption. And there is no material effect of adopting
IFRS 15 on the Group’s financial statements. After applying
IFRS 15, the Group reclassified amounts due from contract
customers to contract assets and receipts in advance to
contract liabilities.

The Group’s principal activities consist of the international
engineering contracting business, trading business and
services business. The impacts arising from the adoption of
IFRS 15 on the Group are summarised as follows:

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

RETT PSS Ot B TS AR MY
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

2.2 IMPACT OF

NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 15 Revenue from Contracts with Customers
(continued)

(a)

(b)

International engineering contracting business

The Group is an international engineering contractor
and service provider, focusing on the engineering,
(“EPC”) projects,
particularly in the power and energy industry. The

procurement and construction
international engineering contracting business is one
of the Group’s traditional core businesses. Revenues
from construction-type contracts are accounted for by
applying the percentage-of-completion (POC) method.
The Group determined that there was no material impact
on the Group’s financial statements when IFRS 15 was
adopted in accounting for the Group’s revenue from the
international engineering contracts not yet completed
as at December 31, 2017. This is because the current
accounting treatments of such contracts are largely
consistent with the requirements of IFRS 15.

Trading business

The Group engages in the business of importing and/or
exporting various machinery, electrical and instrumental
products for domestic and overseas customers. The
Group determined that there was no material impact
on the Group’s financial statements when IFRS 15 was
adopted in accounting for the Group’s revenue from the
trading contracts not yet completed as at December
31, 2017. This is because the current accounting
treatments of such contracts are largely consistent with
the requirements of IFRS 15.

2.2 AT REEFTERTBEREE

B g

T8 ()

BB REEASHE [ FEFEME
LONIIE )

(a)

(b)

HRTREEREER

NEBARBR TRABE LR
HEE e BERN TR KELE
I ([EPC)) HE ' BHRIREE
NREERITE - B TRABE
BRAEBERZOLEB L —
REREFEERHBARTIE
DHEAR - AEECETE - 1§
N E Bk B R2017F12831H
MATEKBEELRERAKAA
BRAF B AN B PR B B SR o5 HE A 5515
KA EUAEEMBERRELS
ARE - ERARZEARBA
VEETRIE S A BRI ®RE
HERIE15RAREEAR—B -

EOES S

REBREABANINEFEA
R/ SEOSEHE®  EHORT
BEGEL - ASEEETE K
N & Bk g R2017F12831H
H R TTKE 5 E R A WA A BR B
BEAN B B B 15 3R 5 SR R B 155 T
SHAEBEVBRRELEEAY
2 - ERARZEARBENNE
BT BR 32 5 7 £ B R B A o 45 2E )
FASTRMAEEAR—B -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

RAE

2.2 IMPACT

it P ISR S St IS R M EE

OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 15 Revenue from Contracts with Customers
(continued)

(c)

(d)

Services business

The Group also engages in providing export-import
agency services, design consulting services, tendering
agency services and logistics services. The Group has
determined that there was no material impact on the
Group’s financial statements when IFRS 15 was adopted
in accounting for the Group’s revenue from the services
contracts not yet completed as at December 31, 2017.
This is because the current accounting treatments of such
contracts are largely consistent with the requirements of
IFRS 15.

Presentation and disclosure requirements

As required for the condensed interim financial statements,
the Group disaggregated revenue recognised from
contracts with customers into categories that depict how
the nature, amount, timing and uncertainty of revenue and
cash flows are affected by economic factors. The Group
also disclosed information about the relationship between
the disclosure of disaggregated revenue and revenue
information disclosed for each reportable segment. Refer
to Note 3 for the disclosure on disaggregated revenue.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial
Instruments: Recognition and Measurement for annual periods
beginning on or after January 1, 2018, bringing together all
three aspects of the accounting for financial instruments:
classification and measurement; impairment; and hedge
accounting.

The application of IFRS 9 on January 1, 2018 had no impact
on the Group’s classification and measurement of hedge
accounting given that the Group did not have any hedging
transaction before January 1, 2018.

The Group has applied IFRS 9 retrospectively, with the initial
application date of January 1, 2018 but did not restate the
comparative information for the period beginning January 1,
2017. Therefore, the comparative information for each of the
primary financial statements would follow the classification and
measurement requirements of IAS 39. The adjustment to the
opening balance of retained earnings as at January 1, 2018
is recognised in the statement of changes in equity for the six
months ended June 30, 2018.

Rlpse (&)

BRI EHREERFR /T A
B B B 75 S 25 AE A1 22 95k 2 B T AL ER
REBF S EREIF T A :
RMEE - BAR2018F1 A1H A
BHRBKHFEEE  EPSIATER
RemMITAESAMEN=7H: »
Mt E - BEREPSFEE -

ENRNEBE2018F1 A1 8 2 AT £
RIS 5 - B2018F1 A1H R
PR BB B F 3R 5 2E Rl SR OSR M AR SR B
HERENY FEGTENREMT
2,

7R [ 2B e A B B B T R 2R R
SE05% B X EF B H B2018F1 A1
He REEWESME2017F1H1H
RHBALERER - At - SHEE
MBEHmETROERERGEBRE S
ETERIEIEM D EEEE K - R
201851 A1 H &IR B 4 Fl| R 9 45 61 78
B RE 20186 A30H LE/~ 8 A
HAf R s B R P T OARER o
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AT HAE B S OF BA 75 AR AR MY 5

2.2 IMPACT OF

NEW AND
INTERNATIONAL FINANCIAL REPORTING

STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

A reconciliation between the carrying amounts under IAS 39
to the balances reported under IFRS 9 as of January 1, 2018

was as follows:

AMENDED

ERMBREENER SMIE |(F)

HZE2018F1 1B IR EEE @528
253957 51 BR 2 BR B B2 AR I B PR B 75

HEERIF N 2 M AERR 2 TR HBR

LU
Measurement category Carrying amount
STERER HREE
1AS 39 IFRS 9 IAS 39 IFRS 9 Difference
oS- BB RE ERetEl BRMBERE
ERISE39%: ERIE95: #3935 RN 8
(Unaudited)  (Unaudited)  (Unaudited)
(CRig®st)  (REER)  (REER)
RMB’000 RMB’000 RMB’000
ANEEFT  ANEEFT AEEFT
Financial assets
SREE
Listed equity investments Available-for-sale financial ~ Financial assets at FVOCI
assets at FVOCI
FRERE WARBEFEAHEY NAREBEAEAHAE
STAR AR W ER R A ATARMERR KENE
HEESREE RMEBE 10,021 10,021 =
Unlisted equity investments Available-for-sale financial ~ Financial assets at FVOCI
assets at cost
FETRERE WA EZAIREES UAREBEEAES
RMBE ATAR MRS KEN &
MEE 366,657 411,980 45,323
Trade and other receivables Loans and receivables Financial assets at
amortised cost
B 5 KA R HOR B R EUIE NERKATENERE
E 11,731,386 11,649,047 (82,339)
Restricted deposits Loans and receivables Financial assets at
amortised cost
RRHIFR B R U HIE NERKATENERE
= 1,363,525 1,363,625 —
Time deposits with original Loans and receivables Financial assets at
maturity over three months amortised cost
RIGZIH A A= (8 A M E Rk EWFIE NERKAHENERE
2N 3 6,784,311 6,784,311 -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING AR E (&)
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued) BRI RREER SR [SMIA|(F)
Measurement category Carrying amount
SRR BEE
1AS 39 IFRS 9 IAS 39 IFRS9 Difference
S BB RE BRetEl EABRMERE
% 855305 | Eo%: #39%  ERIFOR 28

(Unaudited)  (Unaudited)  (Unaudited)
(A&  (REFHF) (REE:)

RMB’000 RMB’000 RMB’000
ANEEFT ANEEFT AREFT

Cash and cash equivalents Loans and receivables Financial assets at
amortised cost
ReRHEeEEY ERRENFE R AT 28 S/
BE 21,479,315 21,479,315 -

Net difference
FERE (37,016)

Non-financial assets

FEREE

Contract assets
ARBE 7,298,294 7,266,246 (32,048)

Deferred tax assets
ERERIEEAE 348,186 376,783 28,597

Net difference
FERE (3,451)

Total net difference
KRB (40,467)
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

RETT PSS Ot B TS AR MY

R

2.2

IMPACT OF NEW AND

AMENDED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

Measurement category

2.2 AT REEFTERTBEREE

Rlpse (&)

ERMBREEANER SMIE |(F)

Carrying amount

STEER BEE
IAS 39 IFRS 9 IAS 39 IFRS 9  Difference
EREst BB RS EREetEl ERHBRE
% HIE39%: HERIEIH: $£393  ERIER =8
(Unaudited)  (Unaudited)  (Unaudited)
(RgsEs)  (RE&ER)  (REE:)
RMB’000 RMB’000 RMB’000
ANEEFT  AEEFT AEEFT
Financial liabilities
SREE
Trade and other payables Financial liabilities at Financial liabilities at
(other than derivative financial amortised cost amortised cost
instruments)
BHRAMEMNTIE (TTEER  NESRRAHENSR R AT ENER
TARS) BE BE 21,547,304 21,547,304 -
Derivative financial instruments Financial liabilities at Financial liabilities at
fair value fair value
TEERmIA BAnBEHENER RAREBEAENSH
BfE BfE 11,426 11,426 -
Interest-bearing bank and Financial liabilities at Financial liabilities at
other borrowings amortised cost amortised cost
M ERITE SR REMER NERKATENSR NERKATENSR
BfE BiE 916,369 916,369 -
Net difference
HAERE =
Non-financial liabilities
Femas
Deferred tax liabilities
ERERBAR 90,642 101,973 11,331
Net difference
A 11,331
Total net difference
AR AR
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

22IMPACT OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

2.2 AT REEFTERTBEREE
Rlpse (&)

ERMBREEANER [ESMIE|(F)

IFRS 9 Financial Instruments (continued)

DEEETTE

(@) Classification and measurement (a)

Except for cash, cash equivalents and certain trade
receivables, under IFRS 9, the Group initially measures
a financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss,
transaction costs.

Under IFRS 9, debt financial instruments are subsequently
measured at fair value through profit or loss (FVPL),
amortised cost, or fair value through other comprehensive
income (FVOCI). The classification is based on two
criteria: the Group’s business model for managing the
assets; and whether the instruments’ contractual cash
flows represent “solely payments of principal and interest”
on the principal amount outstanding (the “SPPI criterion”).

The new classification and measurement of the Group’s
debt financial assets are as follows:

° Debt instruments at amortised cost for financial
assets that are held within a business model with
the objective to hold the financial assets in order to
collect contractual cash flows that meet the SPPI
criterion. This category includes the Group’s trade
and other receivables.

1R % B IR B 7% 3R o 22 B 955
BRRe ReEFBURETES
FEWRIRS) - NREBFE AR
EBEFESREE BRI IFN
ARBEAEEEEHITARR
MEMEE  IEAAREEMR
HRAGE -

AR5 BB B 75 3R 5 2 R 955
BB TABRARAEER
BAHEEHF AR - NEHRK
A8 INAAEEFERE
EEF AR ESWE - DT
ERMEREEL : AEEERE
BEMEHRA  RTANAR
ReRERBEAXNETE R
R R (E B AN S B A E | ([SPPIR
2]

ARENEHEREEZHDE
B8

o HRERBEBENX AR
BT BEEERTASPPI
BRENERRERERBHN
MBAMNEHERTA - K
5 B EL 81D /5 A RN AN
AEMNEBIA - RO RE
EARBNE S & E it B
BRI °
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AT HAE B S OF BA 75 AR AR MY 5

22IMPACT OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING

STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

(@) Classification and measurement (continued)

Other financial assets are classified and subsequently
measured as follows:

Equity instruments at FVOCI, with no recycling of
gains or losses to profit or loss on derecognition.
This category only includes equity instruments, which
the Group intends to hold for the foreseeable future
and which the Group has irrevocably elected to so
classify upon initial recognition or transition. The
Group classified its unquoted equity instruments
as equity instruments at FVOCI. Equity instruments
at FVOCI| are not subject to an impairment
assessment under IFRS 9. Under IAS 39, the
Group’s unquoted equity instruments were classified
as available-for-sale (AFS) financial assets.

The assessment of the Group’s business models
was made as of the date of initial application,
January 1, 2018, and then applied retrospectively
to those financial assets that were not derecognised
before January 1, 2018. The assessment of whether
contractual cash flows on debt instruments were
solely comprised of principal and interest was made
based on the facts and circumstances as at the initial
recognition of the assets.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

2.2 IMPACT

OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

(a)

(b)

Classification and measurement (continued)

The accounting for the Group’s financial liabilities remains
largely the same as it was under IAS 39. Similar to the
requirements of IAS 39, IFRS 9 requires contingent
consideration liabilities to be treated as financial
instruments measured at fair value, with the changes in
fair value recognised in the statement of profit or loss.

Under IFRS 9, embedded derivatives are no longer
separated from a host financial asset. Instead, financial
assets are classified based on their contractual terms and
the Group’s business model.

The accounting for derivatives embedded in financial
liabilities and in non-financial host contracts has not
changed from that required by IAS 39.

Impairment

The adoption of IFRS 9 has fundamentally changed the
Group’s accounting for impairment losses for financial
assets by replacing IAS 39’s incurred loss approach with
a forward-looking expected credit loss (ECL) approach.

IFRS 9 requires the Group to record an allowance for
ECLs for all loans and other debt financial assets not
held at FVPL.

2.2 AT RGBT ERTBEREE
RN E (&)

ERMBREEANFR[SRMIE |(F)

(a)

(b)

D RETE (&)

AEEHERARN S EER
FERBIFR &5t R £395R KRR
B BERSEAEIORE
KB - BRMBEREERE
FERBAARBEERR/ER
REEFENSBRTAE  BERQ
REENEB MBS RER -

RAR B R B 7% 3R &5 RIS 95
BRARATETASTBREIES
BEENRIIR - RZ > £BE
ERBEE RIGERRAEEED
BADE -

BATRBBEMFEREIEAR
MTAETAN S REEEBRE
&t 2 Rl E39%% AT AR E & R FF T

B

B % B 755 o o 2 RI| SE 95 ) R
RAEMNE T AEEESRE
EHRERRSTRE - AEKE
SEFERIFEIRER THE ELE
BRZEBRSIEENTERER
BR% -

BIFR B 15 5 R SEOSR B K
AEBHAAERARLIEAR
REEFEBEEH T AZHIE
S EMEK S REENTERE
RBRFHERE -
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KA

2.2 IMPACT

it P ISR S St IS R M EE

OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

(b)

Impairment (Continued)

ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all
the cash flows that the Group expects to receive. The
shortfall is then discounted at an approximation to the
asset’s original effective interest rate.

For trade and other receivables and contract assets, the
Group has applied the standard’s simplified approach
and has calculated ECLs based on lifetime expected
credit losses. The Group has established a provision
matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific
to the debtors and the economic environment.

The Group considers a financial asset in default when
contractual payment are 90 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking
into account any credit enhancements held by the Group.

The adoption of the ECL requirements of IFRS 9 resulted
in increases in impairment allowances of the Group’s
debt financial assets. The increase in allowance resulted
in adjustment to retained earnings.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

22IMPACT OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

(c) Other adjustments
In addition to the adjustments described above, upon
adoption of IFRS 9, other items of the primary financial
statements such as deferred taxes, income tax expense,

retained earnings and fair value reserve of financial assets
at FVOCI were adjusted as necessary.

The impact of transition to IFRS 9 on retained earnings

2.2 AT REEFTERTBEREE
Rlpse (&)
ERMBREEANER [ESMIE|(F)
(c) HfpFA®
B Lt BN - IR B B 7S

REEAFOR R FEHBER
REOHEMIAE (REERIE - P
A REENRARAE
B2 BEEFH ARG
SNEREEMNRAEERRB)
AR T BIEHFAE -

i8R 2 B R B 75 ¥R 2 Rl SR 95k

is as follows: HREBMNOZEWNT
(Unaudited)
(REEST)
RMB’000
AREFT
Retained earnings REB =
Closing balance under IAS 39 BB & 54223955 < iR
(December 31, 2017) iiﬁ% (2017512AH318) 8,486,646
Impairment losses of trade and B 5 Kk E Ath fE U IE R
other receivables VEREN R (82,339)
Impairment losses of contract assets Aﬁﬁ?ﬁ’]ﬁfﬁ%% (32,048)
Deferred tax in relation to the above B Pt EIEAME AR T T IR 28,597
Opening balance under IFRS 9 (January 1, 2018) iZEFR B S REHERIF 5~
B4 5% (20181 A1H) 8,400,856
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AT HAE B S OF BA 75 AR AR MY 5

22IMPACT OF NEW AND
STANDARDS (CONTINUED)

IFRS 9 Financial Instruments (continued)

(c) Other adjustments (continued)

The impact of transition to IFRS 9 on fair value reserve of

financial assets at FVOCI is as follows:

AMENDED
INTERNATIONAL FINANCIAL REPORTING

22 A REBIBERTBEREE
Rlpse (&)

ERMBREEANER SMIE |(F)
(c) Hft@EZE (&)

I8 % 22 LB 75 9 25 2 ) 509K
HIAR R BENELRB B A

HMReRanemEENAR
BERBENZEOT
(Unaudited)
(REHFET)
RMB’000
AR¥FT
Fair value reserve of financial LA &ﬁﬁfﬁ.ﬁr;ﬂﬁ“ A
assets at FVOCI Hipfr e W mm S B ER
NI {Eﬁfuﬁﬁ
Closing balance under IAS 39 BB & 5 ERIFE 395 « AR
(December 31, 2017) i8R (20175F12A31H) =
Reclassification of available-for-sale AR ERE EEHEEN
investment revaluation reserve B (7,295)
Unlisted equity investments and investment JE TR RERE R E
products from available-for-sale EmUARARGEEE
investments at cost to FVOCI RUARREERE
BEEHF AR MEE
WastEMr HEEIRE 45,323
Deferred tax liability in relation to the above B it = I AR Y
FEHIEAE (11,331)
Opening balance under IFRS 9 (January 1, 2018) #Z BB 53k &5 RIS 057 2
HA¥4EsR (2018F1 A18) 26,697
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ARAEFET P AR A SO I B R MY =

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING AR E (&)
STANDARDS (CONTINUED)

BB SRS ER SR [SMTE|(F)

IFRS 9 Financial Instruments (continued)

Hitp A% (F)

(c) Other adjustments (continued) (c)

Several other amendments and interpretations apply for
the first time in 2018, but do not have an impact on the
interim condensed consolidated financial statements of
the Group.

The nature and the impact of each amendment or
interpretation are described below:

IFRIC Interpretation 22 Foreign Currency
Transactions and Advance Considerations

The Interpretation clarifies that, in determining the
spot exchange rate to use on initial recognition of the
related asset, expense or income (or part of it) on the
derecognition of a non-monetary asset or non-monetary
liability relating to advance consideration, the date of
the transaction is the date on which an entity initially
recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there
are multiple payments or receipts in advance, then the
entity must determine a date of the transactions for
each payment or receipt of advance consideration. This
Interpretation does not have any impact on the Group’s
consolidated financial statements.

5 EibIE T RREN2018F
RIER - 183 B oo 55 5
AT RERL EYE -

& J&ﬁ%ﬁﬁ’] HERTE
Bt

ER T X

BT BRERREES -2
B2 MERZ RANNKE

ZaBRE  ERIEERETEN
REEBENFEBHEEESLIE
BHBER  SETERERNE
REE Rz (REF—
#) BT A HER - X
ZEHRERVPHEREAMNKE
EENFEBEEESIFEHRE
BENBH - EXNHUIMZE
BAFIE - AIERLAH X
WBHnE-—FRNKEEERS
A-ZRB ey AREENEH
MHBRELEMNZE -
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22IMPACT OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 40 Transfers of Investment
Property

The amendments clarify when an entity should transfer
property, including property under construction or development
into, or out of investment property. The amendments state
that a change in use occurs when the property meets, or
ceases to meet, the definition of investment property and
there is evidence of the change in use. A mere change in
management’s intentions for the use of a property does not
provide evidence of a change in use. These amendments do
not have any impact on the Group’s consolidated financial
statements.

Amendments to IFRS 2 Classification and
Measurement of Share-based Payment Transactions

The IASB issued amendments to IFRS 2 Share-based Payment
that address three main areas: the effects of vesting conditions
on the measurement of a cash-settled share-based payment
transaction; the classification of a share-based payment
transaction with net settlement features for withholding tax
obligations; and accounting where a modification to the
terms and conditions of a share-based payment transaction
changes its classification from cash settled to equity settled.
On adoption, entities are required to apply the amendments
without restating prior periods, but retrospective application
is permitted if elected for all three amendments and other
criteria are met. The Group’s accounting policy for cash-settled
share based payments is consistent with the approach
clarified in the amendments. In addition, the Group has
no share-based payment transaction with net settlement
features for withholding tax obligations and had not made any
modifications to the terms and conditions of its share-based
payment transaction. Therefore, these amendments do
not have any impact on the Group’s consolidated financial
statements.
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22IMPACT OF NEW AND AMENDED 2.2 #E] RIS T B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IFRS 4 Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts

The amendments address concerns arising from implementing
the new financial instruments standard, IFRS 9, before
implementing IFRS 17 Insurance Contracts, which replaces
IFRS 4. The amendments introduce two options for entities
issuing insurance contracts: a temporary exemption from
applying IFRS 9 and an overlay approach. These amendments
are not relevant to the Group.

Amendments to IAS 28 Investments in Associates
and Joint Ventures - Clarification that measuring
investees at fair value through profit or loss is an
investment-by-investment choice

The amendments clarify that an entity that is a venture capital
organisation, or other qualifying entity, may elect, at initial
recognition on an investment-by-investment basis, to measure
its investments in associates and joint ventures at fair value
through profit or loss. If an entity, that is not itself an investment
entity, has an interest in an associate or joint venture that is
an investment entity, the entity may, when applying the
equity method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to
the investment entity associate’s or joint venture’s interests
in subsidiaries. This election is made separately for each
investment entity associate or joint venture, at the later of
the date on which: (a) the investment entity associate or
joint venture is initially recognised; (b) the associate or joint
venture becomes an investment entity; and (c) the investment
entity associate or joint venture first becomes a parent.
These amendments do not have any impact on the Group’s
consolidated financial statements.

Alpse (&)

B PR Bt 75 % 15 2E R SR 45 VB BT A<
RERMBEREENFREMTE
KB B R EERBARRBRERE

B h B BIFR B 75 i & 22 RI SB 4557 1
BB REEINETRRRARZ
Al ZEEANREERT B T AR
R B R B 755 o o5 R R SR O 5| B O &R
B RFEIARBERETREER
SIEMEERE : EREHR2EMABEREY
BREERNESRNBEEL - ZFEF]
N BN 6% (8] 37 R R B o

B R & 5t %E R 582855 A 15 5T A< 4 B
ERNRARGERANKRE - BER
AABEFABSEAERRESA
BEHRERE

b

2EERRR  BERREKRBNE
BREMTAERNERIEELZ
BREEEVIHER - WRAAEE
ARG ERHBERRREZER
AMKRE - MEBATLIFAREE
BMERREERNBEARNAE
NEGEAELD  ZERAUNEMAER
AR BERERETBBM L ARK
BERFARMBAREEMERNA
REFE - ZEERQV T ERK
EERBNBENANAERAZA
O ERRREERFKRIREER
B ROREBERBNBEQARHAE
RABRKRBERARR (ABEBER
) REREBERNBEQRNAE
REBIUIEH - ZFEFTATGHA
KENEHYBRRELEAZE -

b=lll

Interim Report 2018
B N\EhHRE

113



22IMPACT OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards - Deletion
of short-term exemptions for first-time adopters

Short-term exemptions in paragraphs E3-E7 of IFRS 1 were
deleted because they have now served their intended purpose.
These amendments do not have any impact on the Group’s
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consolidated financial statements.

23ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

AEEREFHHREAALEEAIAT
E AR E iH R 2 T R] R ERT B
PREAFEIRE LR o

The Group has not applied the following new and revised
IFRSs that have been issued but are not yet effective, in its
financial statements.

IFRS 16 Leases’ BIR BB E ERIF165 HE

IFRIC Interpretation 23 Uncertainty over Income Tax BRI RERBEEe FEHERED
Treatments' Fo3HRE TH#EM

Amendments to IFRS 9  Prepayment Features with BB A RS KR F %R AEBEAEZ
Negative Compensation’ BETR TREIE S

Amendments to IAS 28  Long-term Interests in R @R B85  HKELLNGRAY
Associates and Joint Ventures'’ BETAR R AR AR

Amendments to IAS 19 Plan Amendment, Curtailment or ReER|E195E)  FEEIF AR
Settlement’ BETA Fea-i

IFRS 17 Insurance Contracts? BB TR RE R B175  RBA R

Amendments to IFRS 10 Sale or Contribution of Assets BPRBI TR RS R E105 RELZHAHL

and IAS 28 between an Investor and LB e ER|E8Y  AFHsE

its Associate or Joint Venture?® BET AR RalZEe)

RELEIRA
Amendments to IFRS 3, IFRS 11, 2015FF2017E A BlRE &8

IAS 12 and IAS 23 FEEHHE FE35% - BIR 5
BREERIE11
5 Bl esE
A% 125% R Bl
S ERE235
BT A

Annual Improvements
2015-2017 Cycle

y R2019F1A1R 2 BB 2 F 8
HARE) A 3

! Effective for annual periods beginning on or after 1 January 2019

2 R2021F1A1E 2 RFARZFE
IR AR

2 Effective for annual periods beginning on or after 1 January 2021

3 No mandatory effective date yet determined but available for g i 2 155 T o il 1 A 2 B B ME AT (R ER AN

adoption

AREE ¥ A FHR] R ER] BB
MBRELEANRBERERRZEE -

The Group is in the process of making an assessment of the
impact of these new and revised IFRSs upon initial application.

1 14 China Machinery Engineering Corporation
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REVENUE
CUSTOMERS

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

FROM CONTRACTS WITH

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts; an appropriate
proportion of contract revenue of construction contracts and
the value of services rendered during the period.

Set out below disaggregation of the Group’s revenue from

contracts with customers:

3. EFERWA

WAREHAMBRERERHREANRE ST

HHEEEM

LRFE BREARRE

HERBMAA R ERBGERE -

AEENEPEREWADTAT

For the six months ended 30 June 2018
B Z20185F6A30H L/~ fAA

Construction Trading Services
Segments 2% contracts business business Total
BEER ESER RIGEK &t

Type of goods or service AR ER

Construction contracts BEAR 7,426,066 - - 7,426,066

Trading business B5E - 3,627,958 - 3,627,958

Services business MR £ - - 994,256 994,256
Total revenue from contracts with ZEERE

customers ot 7,426,066 3,627,958 994,256 12,048,280
Geographic markets i 5

Asia G 3,339,949 2,801,004 947,055 7,088,008

Africa FEM 3,395,209 88,060 37,056 3,520,325

Europe BN 118,852 225,962 6,988 351,802

South America mEM 572,052 22,770 2,628 597,450

North America LM - 474,487 - 474,487

Oceania AAEM 15,675 529 16,208
Total revenue from contracts with Z2FEE

customers ot 7,426,066 3,627,958 994,256 12,048,280
Timing of revenue recognition W A\ FER RS

Construction transferred over time FAEREEWRA 7,426,066 - - 7,426,066

Trading transferred at a point of time —RERZFWA - 3,627,958 - 3,627,958

Service transferred over time BHERBRBRA - - 994,256 994,256
Total revenue from contracts with Z2FEE

customers ot 7,426,066 3,627,958 994,256 12,048,280
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

3. REVENUE FROM CONTRACTS WITH

CUSTOMERS (CONTINUED)

3. EFBRAWA (&)

For the six months ended 30 June 2017 (Restated)

BIE2017F6A30R LA A (Fit)

Construction Trading Services
Segments 2 contracts business business Total
BEAR EUES S R %% At
Type of goods or service B m 3 R RE
Construction contracts BEAR 6,753,617 - - 6,753,617
Trading business =UES - 3,682,025 = 3,682,025
Services business e - - 712,917 712,917
Total revenue from contracts with EF&E
customers Nt 6,753,617 3,682,025 712,917 11,148,559
Geographic markets i m 5
Asia ZM 3,033,627 2,682,213 602,031 6,317,871
Africa JEM 2,340,738 530,432 98,859 2,970,029
Europe B 236,456 164,590 5,667 406,713
South America EEJ) 997,494 1,141 5,601 1,004,236
North America IEEM 145,302 298,854 217 444,373
Oceania KM = 4,795 542 5,337
Total revenue from contracts with EF&E
customers LNt 6,753,617 3,682,025 712,917 11,148,559

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

3. REVENUE FROM CONTRACTS WITH
CUSTOMERS (CONTINUED)

The Group recognised impairment losses on receivables and
contract assets arising from contracts with customers, included
under other operating expenses in the statement of profit or
loss, amounting to RMB125,493,000 and RMB115,073,000 for
the six months ended June 30, 2018 and 2017, respectively.

Set out below is the reconciliation of the revenue from
contracts with customers to the amounts disclosed in the
segment information:

EFERWA (&)

HZE2018F K201746 A30H I/
A NREEREmKXEMEERE
THERAXEFEREENERKER
EREEMNREEBEED I AARKE
125,493,0007T &2 A R #115,073,000

JC ©

EPARBRARSHBENMKESE
HERT

For the six months ended 30 June

HZ6A30R1LAMER
2018 2017 (Restated)
218% 2017% (Eit)
Construction Trading Services Construction Trading Services
contracts business business Total contracts business business Total
BEGR  E5%E  REEE &t BEAR  BA%¥E  REER 8%
Revenue WA
External customers NEEP 7,426,066 3,627,958 994,256 12,048,280 6,753,617 3,682,025 712917 11,148,559
Inter-segment v 240,429 61,963 134,957 437,349 70,213 58,833 262,478 391,524
7,006,495 3,689,921 1,129,213 12,485,629  6,823830 3,740,858 975,395 11,540,083
Adjustments and eliminations ARREH (40,429)  (61,963)  (134,957)  (437,349) (70,213 (58,833  (262,478)  (391,524)
Total revenue from contracts ZFAR
with customers A% 7,426,066 3,627,958 994,256 12,048,280 6,753,617 3,682,025 712917 11,148,559
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

RETT PSS Ot B TS AR MY

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:

(@) Construction contracts: this segment mainly
undertakes 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, design 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
resources 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 and
losses of associates and joint ventures, interest income from
bank deposits, finance costs related to defined benefit plans,
investment income on financial assets, gain on disposal of a
subsidiary, fair value gains/losses from the Group’s financial
instruments as well as head office and corporate income/
expenses are excluded from such measurement.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

OPERATING SEGMENT
(CONTINUED)

INFORMATION

Segment assets exclude investments in associates 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.

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.

REDWER (&)

DHMEETBENRBERARTNEER
AZIRE  BANLEHEERE  EF
BE ELCHBAEE THER R
EMReEFEY  EIAEBEAR
HHBRAKRE  TEERMIENREM
APEAMREEEE - AR Z
FEENRBRAEE -
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BOE - EEREABERE MK R
HELERE  HTHERESE B
EEFAER -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

4. OPERATING SEGMENT INFORMATION 4, BREDIER (&)

(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) THWA - ¥E - BEREE
Six months ended #Z2018F6H30H1  Construction Trading Services
June 30, 2018 A~EA contracts business business Total
BESH BH¥K PR 7% &t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEES)  (RB#EH)  (REHH)  (REFH)
RMB’000 RMB’000 RMB’000 RMB’000
ARMFT AREFT AREFT AREFT
Segment revenue: DHBA
Sales to external customers HETINERE 7,426,066 3,627,958 994,256 12,048,280
Intersegment sales HEbEHE 240,429 61,963 134,957 437,349
Reportable segment revenue AHEIBRA 7,666,495 3,689,921 1,129,213 12,485,629
Reportable segment profit &S PER 621,709 95,946 156,454 874,109

Finance income on receivables from  EWE P HIEH)

customers BBBA 6,685 32,571 4 39,260
Finance costs BI AR 684 19,462 6,395 26,541
Depreciation and amortisation EN#H = - 8,400 8,400
Provision/(reversal of provision) of REBEEE

impairment losses (BfERm)

- Trade and other receivables — B R HE MR TIE 122,212 (504) 12,159 133,867

- Contract assets -AREE (8,374) - - (8,374)
As at June 30, 2018 201856 830H Construction Trading Services

contracts business business Total
BESRE BR¥EK PR35 CH)

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&|) (REE)  (REEH  (KEER)
RMB’000 RMB’000 RMB’000 RMB’000
ARMFT ARETT ARETT AREFT

Reportable segment assets THREPHEE 19,528,357 6,097,837 1,937,320 27,563,514

Reportable segment liabilities ARELIHER 34,714,202 7,832,622 4,218,896 46,765,720

1 20 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

4. OPERATING SEGMENT INFORMATION 4, BREDIER (&)
(CONTINUED)

(a) Segment revenue, results, assets and liabilities (a) DEUA > 2B - EERERE
(continued) (%)
Six months ended HZE2017F6A3081E  Construction Trading Services
June 30, 2017 (Restated) ~MEA (Fi) contracts business business Total
BEAR EVES ) PR 5% At

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(CRgzet) (REE)  (RBEF:T)  (RESEE)

RMB’000 RMB’000 RMB’000 RMB’000
ABETFT AREFT AREFT ARETT

Segment revenue: DEUA
Sales to external customers HETINIEP 6,753,617 3,682,025 712,917 11,148,559
Intersegment sales AHEFEEE 70,213 58,833 262,478 391,524
Reportable segment revenue AHRESBRA 6,823,830 3,740,858 975,395 11,540,083
Reportable segment profit Bk g 621,727 83,165 133,587 838,479
Finance income on receivables from  JEE P FIER
customers B 26,408 21,495 72 47,975
Finance costs BT AR 2,617 6,675 4,947 14,239
Depreciation and amortisation WEREH = - 2,084 2,084
Provision/(reversal of provision) of FEFERE
impairment losses (BlERE)
- Trade and other receivables - B REMEKRZIE 56,348 (2,236) 15,394 69,506
— Amounts due from - EWAREFZE
contract customers 45,567 - - 45,567
As at December 31, 2017 R2017%F12A31H Construction Trading Services
(Restated) (Em) contracts business business Total
BiEAR EUEY RS %75 A&t
(Audited) (Audited) (Audited) (Audited)

(&) (&) (E&5t) (KE5t)
RMB'000  RMB'000  RMB'000  RMB'000
ANRETL ARETT ARETT ARETRT

Reportable segment assets HRESTHEE 17,769,042 5,645,391 2,021,677 25,436,110

Reportable segment liabilities AHRESHEE 31,104,234 7,895,755 4749276 43,749,265

The Group’s capital expenditures was RMB171,440,000 and A 220184 N2017E6H308 (F 7~ &
RMB108,541,000 for the six months ended June 30, 2018 and B AEBEABESSRAEARK
2017 respectively, which are not being allocated to segments 171.440,0007% B A B #108.541.000

as such expenditures are managed on a group basis. ., . N A
P 9 group T ARBES FEHE ThREE
AXiZEEAEREE -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

4. OPERATING SEGMENT INFORMATION 4, REQIER (F)

(CONTINUED)
(b) Reconciliation of reportable segment revenue, (b) FIEREDEBWA BRI
profit/loss, assets and liabilities B -EEREENYEE
For the six months ended
June 30,
BIZ6H30HILAEA
2018 2017
20184 20174
Note (Unaudited) (Unaudited)
Hat (R&HFT)  CREEET)
RMB’000 RMB’000
AREFT AREFIT
(Restated)
(Et)
Revenue: WA
Reportable segment revenue EE = N 12,485,629 11,540,083
Elimination of intersegment revenue % %R Ug A 3K §4 (437,349) (391,524)
12,048,280 11,148,559
Profit: A
Reportable segment profit BEE v 874,109 838,479
Share of profits and losses of FE(R TS & R Al F) &
associates B8 66,667 32,156
Share of profits and losses of EB(EEa & Ralaf &
joint ventures 518 21,322 8,779
Investment income on financial SREE
assets BRE W= 55,934 90,312
Gain on disposal of a subsidiary EENBARWE 23 - 58,861
Other income, net H g A F58 7,002 7,522
Other operating income/ Hipe g A~
(expenses) (FxR) = (7)
Interest income from bank deposits & B $R1T1Z 9 F1 B UL A 131,399 163,052
Interest cost recognised in BEE X R
respect of defined benefit HEIRER A
retirement plans BB AR (7,150) (7,665)
Unallocated foreign exchange AOECEE N Utzs
gains/(losses), net (E518) 558 129,354 (227,507)
Depreciation and amortisation e R Y (88,257) (86,332)
Profit before tax I B A2 ) 1,190,380 877,650

1 22 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

Far P HIE S Ot B R aR M =

4. OPERATING SEGMENT
(CONTINUED)

INFORMATION

(b) Reconciliation of reportable segment revenue,
profit/loss, assets and liabilities (continued)

i==)

L MER (&)

(b) AIMEDIWA ~ BF
B BERERENEEK (A)

As at As at
June 30, December 31,
2018 2017
201845 R20174F
6H30H 12H31H
(Unaudited) (Audited)
(REEG) (&5
RMB’000 RMB’000
AR¥ T ARETF T
(Restated)
(ZEa)

Assets: EE:
Reportable segment assets AR EDEEE 27,563,514 25,436,110
Elimination of intersegment receivables 4> 2 & Y 2k IE £ 5% (5,363,746) (5,809,697)
22,199,768 19,626,413
Restricted deposits SR 17 1,341,720 1,368,525

Time deposits with original maturity RIEIBRER = A A8

over three months T BifFE R 4,668,220 6,784,311
Cash and cash equivalents Be&FIBEEEEY 22,009,255 21,479,315
Property, plant and equipment ME - BEKEE 2,091,530 1,995,823
Prepaid land lease payments TEf LA E5K08 1,797,483 1,808,241
Intangible assets mEE 465,873 465,879
Long-term assets REIEE 52,032 55,846
Investments in joint ventures HELRAIWEE 367,745 346,423
Investments in associates HEE N R MWIEE 1,048,127 1,050,268
Deferred tax assets BRI & E 397,377 348,186
Other non-current assets HaIEREBEE - 376,678
Non-current financial assets ERBEREE 438,252 =
Other unallocated assets HEMARDEEE 1,276,510 649,551
58,153,892 56,350,459

Liabilities: =L
Reportable segment liabilities AmEDHEE 46,765,720 43,749,265
Elimination of intersegment payables > 2B FE A R T 4 8 (4,770,292) (5,749,261)
41,995,428 38,000,004
Defined benefit obligations REX TS 474,799 485,576
Tax payable FEZTIE 234,805 122,035
Deferred tax liabilities RIETRIES R 105,879 90,642
Other unallocated liabilities Hit R H B AE = 271,453
42,810,911 38,969,710

Interim Report 2018
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

4. OPERATING SEGMENT REFEER (4F)

(CONTINUED)

INFORMATION 4.

(c) Geographical information (c) HhEEEEHR

REIEBEFHIWA

Revenue from external customers

For the six months ended

June 30,

HZ6H30H1LAEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(REBEST) (R
RMB’000 RMB’000
ARM¥F T ARETFT
(Restated)
(Eit)
Mainland China B K B 3,639,777 3,509,188
Pakistan EEAmE 2,005,155 1,372,825
The Republic of Angola R AN E 1,880,116 1,868,000
Cote d’Ivoire RHF 458,050 658,951
Cameroon i 25 [ 590,118 165,656
Argentina Fa] 48 2 506,015 563,622
Lao People’s Democratic Republic EZWMARRERLFEH 426,096 429,755
Singapore w1 348,310 34,713
United States EH 321,616 336,494
Thailand Z= [ 206,605 349,372
Others Hih 1,666,422 1,859,983
12,048,280 11,148,559

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

4. OPERATING SEGMENT

(CONTINUED)

INFORMATION

(c) Geographical information (continued)

(d)

The revenue information above is based on the locations

4.

REDWER (&)

(c) HEEFHER (&)

A EWABRTIRE P i &l

of the customers. e
Non-current assets FRBEE
As at As at
June 30, December 31,
2018 2017
A20185 20174
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (4 /AT
RMB’000 RMB’000
AR¥ T AREToT
(Restated)
(ZEa)
Mainland China Fp B K 5,057,495 5,032,651
Others Hith 120,087 448,013
5,177,582 5,480,664

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

The Group did not derive more than 10% of its total

revenue from any single customer for the six months
ended June 30, 2018 and June 30, 2017 respectively.

N SRR AEER AR
EEE S FREYAEAT
EBEAANRE SRIAR
EREBIBAE -

d BEBREEXEEFNEHR
HZE2018F6A30H K% 2017 F6 A

30H1E/NE A - AL 5 E(A
BF—EFPEEAIAI0%IA -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

5. OTHER REVENUE AND OTHER INCOME, NET 5.

An analysis of other revenue and other income, net is as

follows:

HR AR MR AR

HA AR B AFBEDONAT

For the six months ended

June 30,
HZ6H30HLL~EA
2018 2017
20184 20174
Note  (Unaudited) (Unaudited)
Htat (REES)  CREERD
RMB’000 RMB’000
AREFT AREFIT
(Restated)
(FEih)
Other revenue HAn A
Investment income on financial assets & @& &R & W s 55,934 90,312
Government grants BT #E b 9,473 8,142
65,407 98,454
Other income, net Hi g A58
Net losses on disposal of items of BEMHE  BEX
property, plant and equipment BB E M EIEFE (2,471) (613)
Gain on disposal of a subsidiary ZENEA A WE 23 - 58,861
Net gains/(losses) on foreign RERINES A K
currency forward exchange s Bl s
contracts and interest rate swaps (E518) F58 (8,661) 27,458
Others Hib 23,440 (13,885)
12,308 71,816

1 26 China Machinery Engineering Corporation
FEIRMREIRRAOERA S



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

6. PROFIT BEFORE TAX 6.

The Group’s profit before tax is arrived at after charging/
(crediting):

(a) Finance income and finance expenses

BR B A a2 A

AEBZBRBADEN T3 (GEA)
AT EBERE

(a) MBWARFHEX

For the six months ended
June 30,

BIZ6H30H LB B
2018 2017
20184 20174
Note (Unaudited) (Unaudited)
Hiat (RigEsT)  OCREFER)
RMB’000 RMB’000
AREFT AREFT

(Restated)
(Fih)
Finance income on receivables from fEUE F 2 IEH)
customers B A 39,260 47,975
Foreign exchange gains b 5 e 63,165 =
Interest income B YA 131,399 163,052
Finance income ZUE I ON 233,824 211,027
Interest cost recognised in respect of &% X 2 F 15 MR A
defined benefit obligations FI B (7,150) (7,665)
Interest expenses on borrowings EEMERZ 7 (26,541) (14,239)
Foreign exchange losses =] = (299,461)
Bank charges and others RITER RHA (4,607) (9,013)
Finance expenses B (38,298) (330,378)
Net finance income/(expenses) RIBS R ISIRA
recognised in profit or loss (%) 8 195,526 (119,351)
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RETT PSS Ot B TS AR MY

R

6. PROFIT BEFORE TAX (CONTINUED) 6. BRBIADER (&)
(b) Other items (b) HAIEH
For the six months ended
June 30,
BZ6H30HLLAEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(KRBT (REEFEET)
RMB’000 RMB’000
AR¥FT ARETFT
(Restated)
(Fih)
Amortisation 0|
— Prepaid land lease payments — Faft A & FRIE 22,527 18,614
- Intangible assets —BmEEE 10,357 13,482
- Long-term assets —RHEIEE 5,823 3,637
38,707 36,733
Depreciation e
— Property, plant and equipment — W% - BE K 49,550 50,599
— Investment properties —REMEE 8,400 2,084
57,950 52,683
Impairment losses/(reversal of impairment) on  Ei{EEE ~CRERZE])
— Trade and other receivables — B 5 RAEMERFIA 133,867 69,506
— Amounts due from contract customers — RBWAEREF A - 45,567
— Contract assets —&REE (8,374) =
125,493 115,073
Operating lease charges KEHEE R
— Lease of properties HEWZE 19,313 17,986
19,313 17,986
Cost of construction contracts BiES R 6,019,808 5,464,701
Cost of goods sold 725 m 88 5 B AR 3,396,438 3,436,912
Cost of services provided FFr 52 £ AR 745 9 A AR 692,290 458,222
10,108,536 9,354,835
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ARAEFET P AR A SO I B R MY =

7. INTEREST EXPENSES ON BORROWINGS 7. BERNEMAX

An analysis of interest expenses on borrowings is as follows: BEMERIZ2THOT :

For the six months ended

June 30,

BZ6H30HLLAEA
2018 2017
20185 20174
(Unaudited) (Unaudited)
(REEES) (REsE)
RMB’000 RMB’000
AR F T AREFT
(Restated)
(Eitt)
Interest expenses on borrowings EBEFBRX 26,541 14,239
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R

RETT PSS Ot B TS AR MY

INCOME TAX

Pursuant to the relevant laws and regulations in the PRC, the
statutory enterprise income tax rate of 25% was applied to
the Group for the six months ended June 30, 2018 and 2017,
except for certain subsidiaries of the Group which were entitled
to the preferential tax rate of 15% (2017: 15%) because they
were 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%
(2017: 16.5%) on the estimated assessable profits arising in
Hong Kong during the period. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing
in the countries (or jurisdictions) in which the Group operates.

FRi&%t

BEPERBEERER A58
& 220184 &2017F6A30H 1E /<
BMRAERNEECEMSHBEXAR
25% -+ MEZN & B /Y FE AL BB A B 4
R 5 R R E A e T T 2w
EHEZH15% (20174 : 15%) K&
B KRN -

EANGHDIRBERERTEELEN
iy 5T FE R B 0% A19216.5% (20174F ¢
16.5%) RO R IZH - M E A i [E &Y
ERBFBIEAEE L BRENR
R (KAl EE) WERMEFTER
IE o

For the six months ended

June 30,

HZ6H30AILAEA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(KT (REEERT)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(FEih)
Current income tax — Mainland China BIERPFAS M — B KB 313,065 206,892
Current income tax — Hong Kong BVERFRS A — % 1,895 =
Current income tax — Others BVERFRIS A — HAtb 2,174 2,813
Deferred income tax RIEFTIS T (19,844) 19,571
Total tax charge for the period NEAFIFRIE S [H 4258 297,290 229,276

1 30 China Machinery Engineering Corporation
FEIRMREIRRAOERA S



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

8. INCOME TAX (CONTINUED)

Fris®t (&)

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

follows:

BARE REKZ BB R A PTEMR
BR ((rA#ERE) fEERERFHELZ
B A A gt A8 R 2 B TR B e B B R
MR R 2 BIRFA AEERIN T

For the six months ended

June 30,
HZ6H308 L<EA
2018 2017
20184 20174
(Unaudited) (Unaudited)
(KT (REERT)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(Fih)
Profit before tax R Tt BT i ) 1,190,380 877,650
Tax at the statutory tax rate REEMEFTER IR 297,595 219,413
Lower tax rate(s) for specific provinces or HEEhItAER
enacted by local authority i E BRI K (5,895) (5,690)
Income not subject to tax B AR as (10,145) (7,021)
Share of profits of joint ventures and RN IS /N
associates not subject to tax BERTE A (21,997) (10,234)
Adjustments in respect of current tax of B 1 B RS BN B A 18
previous periods YEH M A 6,357 (3,166)
Expenses not deductible for tax AR B 2 16,905 30,573
Tax losses not recognised/ REERH A KR8 18
(Tax losses utilised from previous periods) (FRBFRHNFRE
EE) (37) 2,483
Others Hih 14,507 2,918
Tax charge at the Group’s effective rate BASEERREAED
BIA 297,290 229,276
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RAE

it P ISR S St IS R M EE

9. DIVIDENDS

(a)

(b)

Dividends payable to shareholders of the
Company attributable to the interim period

The Directors do not recommend the payment of any
interim dividend for the six months ended June 30, 2018
(six months ended June 30, 2017: nil).

Dividends payable to shareholders of the
Company attributable to the previous financial
year, approved during the interim period

On June 25, 2018 upon the approval at the annual
general meeting, the Company declared final dividend
and a special dividend in respect of the financial year
ended December 31, 2017 of RMBO0.1659 per share
(2016: RMBO0.2042 per share) and RMB0.04 per share
(2016: nil), respectively with total amount of approximately
RMB684,453,630 (2016: RMB842,467,940)
RMB165,028,000 (2016: nil), respectively.

and

China Machinery Engineering Corporation
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9. KRR

(a)

(b)

FHMEENFARRARRE
&

TN

BEETEZIKNEE2018F6AH
308 Lk /N 1@ A B (E A o AR B

(B ZE2017%6 A30H /A A
7)o

TR HA HA e 2 B B B
FEERNTARAARRRE

R2018F6 A25H & R RIAF
ANeER - ARRIFBZE2017
F12A81B EM B EE TR R
MR B REFRIRE - DRl ATK
AR #0.16597T (20164 © BR
AR#0.204270) RBR AR
0.047T (20164 : /&) - B & %
o B4 & A R #684,453,6307T
(2016%F : A R #842,467,9407T)
& A R #165,028,0007t (2016
F o fm) o



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

10. EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is
based on the profit for the six months ended June 30, 2018
attributable to ordinary equity holders of the parent and the
weighted average number of 4,125,700,000 (six months ended
June 30, 2017: 4,125,700,000) ordinary shares in issue during
the period.

The calculation of basic earnings per share is based on:

10. FENBLAREBEESERA

NEREAEF

BREKRRBHNIHEZEZE20185F6H30
BIEANEASBRE AR L @EERR
B AR F) X ER A B BT R AR A AN
FEF 15 804,125,700,0000% (FZE2017
F6H30H /] A : 4,125,700,000

B) 5 -

SRERBNOFTEIER

a

For the six months ended

June 30,
HZ6H30H 1L~ fEA
2018 2017
20184 20174

(Unaudited) (Unaudited)
(REE) (R

RMB’000 RMB’000
AR¥ T AREFT
(Restated)
(Fu)
Earnings 27
Profit attributable to ordinary equity holders of &t & &R ELASZ F| AT A HY
the parent used in the basic earnings per FBRE AR T EER
share calculation BAE ARG 892,357 648,422
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AT HAE B S OF BA 75 AR AR MY 5

10. EARNINGS PER SHARE ATTRIBUTABLE TO 10. FERB AL ERERFTE A

ORDINARY EQUITY HOLDERS OF THE PARENT WERER (&)
(CONTINUED)
Number of shares
RGEE
For the six months ended
June 30,
HZEZ6H30H1LAEA
2018 2017
20185 20174
Thousands Thousands
shares shares
FR FA&
(Restated)
(Eit)
Shares iR 15
Weighted average number of ordinary shares  st&E&RXEAREF| AT
in issue during the period used in the basic HINE 21T 5B
earnings per share calculation I8 4,125,700 4,125,700
The Group had no potentially dilutive ordinary shares in issue N E B RE 220184 £2017F6 30
during the six months ended June 30, 2018 and 2017. BIEANERAYEE ZEHITREBESE S
Y & AR o
11. PROPERTY, PLANT AND EQUIPMENT 1. 9% - BERRE
During the six months ended June 30, 2018, the Group H E2018F6A30H IE/~E A » K&
acquired property, plant and equipment at a cost of BWENE  BENMREOKRELY S
approximately RMB149,320,000 (six months ended June 30, A R #149,320,0007T (& £201746
2017: RMB103,895,000). No material items of property, plant H30B LR 8 A : AR¥103,895,000
and equipment were disposed of during the six months ended JL) ° Bl 220184 201756 A30H It
June 30, 2018 and 2017, NER - AEBEYEREEMEAD
¥ HEEREER -
12. PREPAID LAND LEASE PAYMENTS 12. LA ERE
Prepaid land lease payments mainly represent land use right BNLTHESRETERAEB A
premiums paid by the Group for land located in Mainland A R B K e /9 + M BTS2 A5 B9 = b (E A
China. BHES -

1 34 China Machinery Engineering Corporation
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ARAEFET P AR A SO I B R MY =

13. INVENTORIES 13. &
As at As at
June 30, December 31,
2018 2017
M2018% 20174
6H30H 12H31H
(Unaudited) (Audited)
(REE=T) (Feg&st)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(Eit)
Goods in transit FE35 7 o 83,138 95,201
Entrusted processing materials ZEMIYE 118,493 141,560
Finished goods BURN oA 564,719 424 241
Completed properties held for sale FEHENE T IR 11,987 14,934
778,337 675,936
Provision for impairment DRIk L] (5,468) (5,468)
772,869 670,468
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AT HAE B S OF BA 75 AR AR MY 5

14. CONTRACT ASSETS 14. EREE
(a) Contract assets (a) EREE
As at As at
June 30, December 31,
2018 2017
120185 20174
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (f&2=aT)
RMB’000 RMB’000
AR¥FT ARETFT
(Restated)
(FEh)
Gross contract assets EREERTE

— Current portion — mENE D 8,026,283 -
- Non-current portion — FEREE D 1,867,119 =
9,893,402 -

Contract costs incurred plus recognised 245 B ELEA RKAMNS
profits less recognised losses to date TSR AR B FE R E 18 154,793,371 =
Less: Progress billings o EE IR 144,899,969 =
9,893,402 -

China Machinery Engineering Corporation
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ARAEFET P AR A SO I B R MY =

14. CONTRACT ASSETS (CONTINUED) 14. ERIEE (&)
(b) Amounts due from contract customers (b) EREREEFFRIE
As at As at
June 30, December 31,
2018 2017
201845 20174
6H30H 12H31H
(Unaudited) (Audited)
(REES) (Ke®E)
RMB’000 RMB’000
AR¥ T AREFT
(Restated)
(FEih)
Gross amounts due from contract KA RIEF
customers SKIAABER
— Current portion — REBE D = 5,374,496
— Non-current portion — EmEE S = 1,928,798
- 7,298,294
Contract costs incurred plus recognised 245 B EEXESRKAMNE
profits less recognised losses to date TR0 F s B HE RS 18 - 147,053,373
Less: Progress billings B R RIE - 139,755,079
- 7,298,294
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AT HAE B S OF BA 75 AR AR MY 5

15. TRADE AND OTHER RECEIVABLES 15. EZ R EMEWRRIE

As at As at

June 30, December 31,

2018 2017

20184 R20174

6H30H 12H31H

Notes (Unaudited) (Audited)

k=3 (RE&ES) (£B2E5T)

RMB’000 RMB’000

AR¥FrTr AREFT

(Restated)

(E)

Bills receivable EUEE 66,003 127,799

Trade receivables E 5 W IE 7,697,502 7,622,852

Less: Allowance for doubtful debts B REERE (b) (1,424,616) (1,251,305)

Trade and bills receivables B 5 e WA & e R R (a) 6,338,889 6,499,346

Advances to suppliers ) L P P TR A 3B 2,971,299 2,394,573

Other receivables H Ath fE Y SR IE 3,033,093 2,914,076

Less: Allowance for doubtful debts B REREE (b) (119,504) (76,609)

2,913,580 2,837,467

Total 4=k 12,223,777 11,731,386
Portion classified as non-current DI AIER

assets EERZ D (988,682) (847,059)

Current portion MENEB 11,235,095 10,884,327
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ARAEFET P AR A SO I B R MY =

15. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a) Ageing analysis

An ageing analysis of the trade and bills receivables as
at the end of the reporting period, based on the invoice

15. EZ R EMEWRIER (&)

(a)

R 2 AT

RIFZHZEH RBEEHRNE
2 FE MU IR B B M 3R B A B

date and net of provisions, is as follows: HEHRE ST ¢
As at As at
June 30, December 31,
2018 2017
20185 20174
6 H30H 12H31H
(Unaudited) (Audited)
(RGET) (Fez&5t)
RMB’000 RMB’000
AR¥ T AREFT
(Restated)
(&)
Within 3 months 31E A AR 2,738,371 3,618,251
3 months to 6 months 3fE A =61 A 284,755 160,899
6 months to 1 year 6EAE1E 1,704,956 1,397,411
Over 1 year 1AL 1,610,807 1,322,785
6,338,889 6,499,346

There are no unified standard credit terms granted to
customers of the international engineering contracting
business and trading business. The credit terms granted
to customers of the international engineering contracting
business are negotiated individually on a case-by-case
basis and set forth in the relevant contracts. The credit
terms granted to customers of the trading business are
normally about three to six months. The bills receivable
are generally due within 180 days from the date of
issuance.

BRIEABREBRESHEBH
BEPUEBERG —REEEH -
ERTEBRIEABEBEPH
EE TR E BB Z R IB L
T XEINEREERA - RT
BHEBEFPNEER RO/
=EXNEA - BRRE RN E
THEAREFH180H MEIE -
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AT HAE B S OF BA 75 AR AR MY 5

15. TRADE AND OTHER RECEIVABLES

(CONTINUED)

(b) Impairment of trade and other receivables

The movements in provision for impairment of trade

15. EZ R EMEWRIER (&)

(b) EZRHMERKRERE

B 5 I WA B H b W IRUR

receivables and other receivables are as follows: BERENEHHT
As at As at
June 30, December 31,
2018 2017
M2018%F 20174
6H30H 12H31H
(Unaudited) (Audited)
(REEET) (JE=ET)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(Eit)
At January 1 ®W1A1H 1,327,914 924,993
Impact of adopting IFRS 9 B4 B % B 75 i 45 22 A
FOFH T E 82,339 =
Restated opening balance under IFRS 9 1R 4% B[R B 75 s &5 X 2|
SEOSt B HAVIRRER 1,410,253 924,993
Impairment losses recognised B R AR EE R 179,967 429,932
Impairment losses reversed ERERREEE (46,100) (22,360)
Impairment losses arising from BE—HBAREER
disposal of a subsidiary B EE = (881)
Amount written off as uncollectible HisE S AT B 8 5 B8 = (4,270)
1,544,120 1,327,914
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ARAEFET P AR A SO I B R MY =

15. TRADE AND 15. EZ R EMEWRRE (&)

(CONTINUED)

OTHER RECEIVABLES

(c) RBENESEUKARER
L

(c) Trade and bills receivables that are not impaired

BAEBTARBRASRENE
2 FE W IR I R W SR8 B Bk i 0

The ageing analysis of the trade and bills receivables
that are not individually nor collectively considered to be

impaired is as follows: FaR :
As at As at
June 30, December 31,
2018 2017
201845 20174
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (#&|ET)
RMB’000 RMB’000
AR¥ T AREFT
(Restated)
(FEih)
Neither past due nor impaired BL R 8 BA 7R R Rk (E 1,627,923 2,053,017
Less than 3 months past due EHAE A A 255,693 98,643
3 months to 6 months past due B HASE H ZE61# A 144,649 51,653
6 months to 1 year past due BHEIGE A =1F 92,067 154,958
More than 1 year past due B F LA 93,397 60,549
2,213,729 2,418,820

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.

R 2R 780 3 7 AR R 1B RO 8 i R0 £
AT HA D B R RR 80 2 2 0 BUEN
EFER -

B EAE I RORE H MR IR B %
2BIUEFPER WEELAKE
AEBRIFMEBRE - RIBBHE
1t B FRERID AR = A 252K
B MEREREBARXFE
PREHIBERME -
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AT HAE B S OF BA 75 AR AR MY 5

15. TRADE AND OTHER RECEIVABLES 15. EZ REMEWRRIE (&)

(CONTINUED)
(d) The amounts due from the related parties of the (d) FEWAEEPRE S RIE (FFA
Group included in the trade and other receivables EZREMEWRRIE) ST
are analysed as follows: T
As at As at
June 30, December 31,
2018 2017
120185 20174
6H30H 12H31H
(Unaudited) (Audited)
(REGET) (f&2=ET)
RMB’000 RMB’000
AR¥FT AREFT
(Restated)
(Eitt)
SINOMACH B 1,080,820 584,544
Fellow subsidiaries N =N 30,854 39,331
These balances are unsecured, non-interest-bearing and RERERBEER  TETELE
repayable on credit terms similar to those offered to the AR AEBEERFERHEN
major customers of the Group. EEHER -
(e) As at June 30, 2018, there was no borrowings (December (e) M2018%F6H30H @ WEMEE (2017
31, 2017: RMB1,731,000) secured by the Group’s bills F12H318 : AK¥1,731,0007T)
receivables. HASERENERIEAER -
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16. CASH AND CASH

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

EQUIVALENTS AND
PLEDGED DEPOSITS

Zh
FA

HRERASEEYRERS T

As at As at
June 30, December 31,
2018 2017
M2018%F 20174
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (f&&ET)
RMB’000 RMB’000
ARMFT AREFT
(Restated)
(Fiu)
Cash and bank balances W MIRTTHEER 28,019,195 29,627,151
Less: Pledged deposits o ZRBIF (1,341,720) (1,363,525)
Cash and cash equivalents REFI SRR KA
in the consolidated statement of ReMREEEY
financial position 26,677,475 28,263,626
Less: Non-pledged time deposits with B BERRABEEA
original maturity of over three months RH=1E A LA L&
when acquired IR TE B (4,668,220) (6,784,311)
Cash and cash equivalents KRBT R KA 7F
in the statement of financial position HeREarMNRe &
and in the consolidated statement of HEEEY
cash flows 22,009,255 21,479,315

The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The bank balances and pledged deposits are deposited
with creditworthy banks with no recent history of default.

AR BKEMER - R
- R BKRE COMNEBIRIRH) K
(BE  EERNEEERE)  AF
R B R R AR R NE XA IRTT
MARE LR EME -

RITBSEEBRRITERAN R ZH
MEFE - AT BRFERNFRGN
F-HE=ER  BEAREEHEE
Be®dLME  LRABEHERE
ARG R - |RITEHRZRHF R
TFRP M EE R i B EE R
RTT -
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AT HAE B S OF BA 75 AR AR MY 5

17. TRADE AND OTHER PAYABLES

17. E5Z R E BN

As at As at

June 30, December 31,

2018 2017

M2018%F 20174

6H30H 12H31H

(Unaudited) (Audited)

(REGEST) (JE=ET)

RMB’000 RMB’000

AREFT AREFT

(Restated)

(Eit)

Bills payable AN 18,014 173,595
Trade payables B S e R IE 16,409,589 16,050,304
16,427,603 16,223,899

Accrued salaries, wages and benefits EstEe - TENRER 830,536 923,679
Other taxes payable H A fE S F IR 31,503 185,888
Other payables H {th FE T 5RI8 2,939,196 2,929,724
Derivative financial instruments PTESRT A - 11,426
Dividends payable e IR B 850,694 1,213
Interest payable FES T2 135 1,116
Others HAh 1,228,732 1,281,785
22,308,399 21,558,730

Less: Portion classified as current liabilities

B DERREBERED

(21,929,372) (21,017,404)

Non-current portion

FERBEE D

379,027 541,326

China Machinery Engineering Corporation
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17. TRADE AND OTHER PAYABLES (CONTINUED) 17. ES RHEMBENIKIE (&)

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:

RIEZHZEH RBEEPRVELR
BREFENFRBENRESTOT

As at As at

June 30, December 31,

2018 2017

A20185F 20174

6H30H 12A31H

(Unaudited) (Audited)

(REGET) (=)

RMB’000 RMB’000

AR#FT AREFT

(Restated)

(FEih)

Within 3 months 3E A AR 3,953,688 4,434,347
3 months to 6 months 31E A =6{8 A 1,452,582 1,124,594
6 months to 1 year 6l A=1F 2,412,904 2,821,977
Over 1 year 15 A F 8,608,429 7,842,981
16,427,603 16,223,899

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

N ASBEREETRE GIARSE
NFRIE) ST ZFEFRBSEE
&~ B EEEER

As at As at

June 30, December 31,

2018 2017

20185 20174

6H30H 12H31H

(Unaudited) (Audited)

(REET) (Feg&st)

RMB’000 RMB’000

AR¥FT AREFT

(Restated)

(Fih)

SINOMACH K] % = 2,193
Fellow subsidiaries EENI=NS 758,235 860,415
Associates NG 22,895 25,921

Interim Report 2018
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AT HAE B S OF BA 75 AR AR MY 5

18. BORROWINGS

18. (B &

As at June 30, 2018
R2018%6830H
Effective
interest
rate  Maturity (Unaudited)
BRR= HEMA  CREE:T)

As at December 31, 2017
(Restated)
RM2017412A318 (i)

Effective

interest
rate Maturity  (Audited)
BRFIR HER (EF:)

(%) RMB'000 (%) RMB'000
AE¥FT AREFT
Current TE
Short term bank loans: RHRITER
- Unsecured — B 3.14-5.70 2018-2019 1,082,096 2.54-5.70 2018 505,348
- Secured ki 4.79-5.44 2018-2019 35,000 3.27-5.44 2018 195,150
Current portion of long RRITETH
term bank loans: e
- Unsecured — A 1.55-4.99 2018-2019 30,607  1.25-4.99 2018 54,349
1,147,703 754,847
Non-current EL5k)|
Long term bank loans: REFIER -
- Unsecured — B 1.55-1.98 2020-2022 2,808 1.25-4.99 2019-2022 118,582
- Secured - HER 513 2019-2025 44,740 513 2019-2025 42,940

47,638

161,522

1,195,341

916,369

China Machinery Engineering Corporation
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18. BORROWINGS (CONTINUED)

18. 58 (&)

Bank loans repayable EEZERITER
As at As at
June 30, December 31,
2018 2017
20185 20174
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (K Z|ET)
RMB’000 RMB’000
AR¥ T AREToT
(Restated)
(FEih)
Analysed into: aEv=1%
Within one year —F AR 1,147,703 754,847
In the second year E_F 9,728 30,949
In the third to fifth years, inclusive FZFEERF (BEEEWSE) 27,570 122,033
Over five years RAEE 10,340 8,540
1,195,341 916,369
Notes: Bia -
(@) As at June 30, 2018, certain borrowings of RMB79,740,000 (@) M2018F6H30H ' ETFEEARE

(December 31, 2017: RMB77,940,000) were secured by the
Group’s property, plant and equipment.

(b) As at June 30, 2018, there was no borrowings (December 31,
2017: RMB1,731,000) secured by the Group’s bills receivables.

(c) As at June 30, 2018, certain borrowings of RMB120,922,000
(December 31, 2017: RMB158,418,000) were guaranteed by
the Company.

79,740,0007T (20174 12A318 :
AR ¥77,940,0007T) B AL B Y
¥ BERZMEELKR -

R20185F6H30H » W #EMEE (2017
F12H31H8 + A R #1,731,0007T)
HAEBEHNEREEBESLR -

R2018F6H30H * HETHEEARK
120,922,0007T (2017412 H31AH :
AR #158,418,0007T) B AN A 7)1
AR o
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AT HAE B S OF BA 75 AR AR MY 5

19. NON-CURRENT FINANCIAL ASSETS

19. FRBEREE

As at As at
June 30, December 31,
2018 2017
120185 20174
6H30H 12H31H
(Unaudited) (Audited)
(REET) (JE=ET)
RMB’000 RMB’000
AREFT AREFT
(Restated)
(Eit)
Non-current financial assets FRBEREE
Financial assets at FVOCI AR EBEFTEBEEESHTA
Hipfra W amm e mBaE
Listed equity investments LETRERE
Hong Kong &5 73,395 =
Shanghai = 6,059 =
79,454 -
Unlisted equity investments FETARERE 358,798 =
438,252 -

China Machinery Engineering Corporation
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19. NON-CURRENT FINANCIAL ASSETS 19. kRBERMEE (F)
(CONTINUED)
As at As at
June 30, December 31,
2018 2017
20185 20174
6H30H 12H31H
(Unaudited) (Audited)
(REGEET) (&)
RMB’000 RMB’000
AR¥ T AR For
(Restated)
(Et)
Available-for-sale investments A HERE
Listed equity investments, at fair value:  _EHARIEIRE - AL BIE -
Hong Kong B - 2,955
Shanghai 8 - 7,066
- 10,021
Unlisted equity investments, at cost EEMRRIERE - BERA - 366,657
- 376,678

Interim Report 2018
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AT HAE B S OF BA 75 AR AR MY 5

20. ISSUED CAPITAL 20. ERTRAE
As at As at
June 30, December 31,
2018 2017
201845 R20174F
6H30H 12H31H
(Unaudited) (Audited)
(REEET) (&RET)
RMB’000 RMB’000
AR¥ T ARETFT
(Restated)
(FEat)
Ordinary shares, issued and fully paid BRI T B
Domestic shares of RMB1.00 each B ARE1.00THANE R 3,217,430 3,217,430
H shares of RMB1.00 each FhE A RE1.007THIH 908,270 908,270
4,125,700 4,125,700
There was no movement of issued capital during the six R E =2018F6 4308 1L/~ & A K& &
months ended June 30, 2018 and the year ended December E2017F12A31HIEFE - EBITE
31, 2017. R E) -
21. RESERVES 21. #E
The amounts of the Group’s reserves and the movements AEBRAPRARBATHBROREES
therein for the current and prior periods are presented in the EREFHRUBREAEIORINE
consolidated statement of changes in equity on pages 90 and NEHEREBHRANZT o

91 of the financial statements.

China Machinery Engineering Corporation
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22. BUSINESS COMBINATION UNDER COMMON 22, A —EHITHEKSHF

CONTROL

As set out in note 27(e), on April 4, 2018, the Group
acquired the 100% equity interest in China National Electric
Engineering Co.,Ltd.(CNEEC) at a total cash consideration of
RMB1,980,031,000. The Company and CNEEC were under
the common control of SINOMACH both before and after
the acquisition, and such control was not transitory. Thus,
the acquisition was considered to be business combination
under common control. The acquisition date was April 4,
2018, which was determined by the date of equity transfer.
Accordingly, the consolidated statement of profit or loss and
the consolidated statement of comprehensive income included
the results of each of the combining entities or businesses
from the earliest date presented or since the date when the
combining entities or businesses first came under common
control, where this is a shorter period, regardless of the date
of the common control combination. The net assets of the
combining entities or businesses were combined using the
existing book values from the controlling parties’ perspective.
No amount was recognised in consideration for goodwill or
excess of the acquirers’ interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost at the time of the common control combination, to
the extent of the continuation of the controlling party’s interest.

A Bt FE27(e)FT # - 7K & B 720184
4848 A A R #1,980,031,0007T A9
BEREWEREENIREERA
A ([FFEIL]) AI100%#E o Y BE Al
% APRHEPETHZBEENE—
] BEGIREIEER - Bt %
WG RE —ZH TR S O
Ui BE B HAB2018F 4 A48 @ THIREMR
HEEAMNETE - Alt - 60EEX
ReEHGERaReBVBREZR
FImASES I EBREBREXA
— 2 BREET A EIRE (AR R B
RBE) SEHBERIEBNESE W
TwmA—ZHEHBEH - HEHE
B EBRFEEIES S T
ERREES O o ST 2wk
BZERT  RRA—EHE G I &
B P B U R 7T E (i 1 W 5 T R
BE- - BERIBEAENARFEE
ARUEER AR £ 58 T AR o
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R

RETT PSS Ot B TS AR MY

22. BUSINESS COMBINATION UNDER COMMON

China

CONTROL (CONTINUED)

The carrying amounts of the consolidated assets and liabilities
of in CNEEC and its subsidiaries as at the acquisition date and

22, F—ZEFITNNEB SO (&)

ETREMBLARNKEARNG
HEERBENREEAK LR

the comparative financial figures were as follows: SURLT -
Upon As at
acquisition December 31,
date 2017
i R20174
Uy & B H#A 12H31H
RMB’000 RMB’000
ARE T T ARETFr
Property, plant and equipment VI - R KRS 375,043 378,471
Investment properties A 48,624 49,388
Prepaid land lease payments TEfT L HE & FRIE 14,452 14,556
Intangible assets B EE 443,463 448,369
Investment in an associate HEE RN AR E 21,972 22,448
Other non-current assets HEMIEmeEE = 96,764
Non-current financial assets MBS REE 158,729 =
Deferred tax assets FIETRIHE E 31,751 27,829
Inventories FE 23,168 17,677
Current trade and other receivables TRENE 5 K& H th FE U FR I8 907,105 837,017
Amounts due from contracts customers  fEUE R & F I8 - 1,810,635
Contract assets EREE 2,022,129 =
Other current financial assets HEMnshemErE 150,000 =
Restricted deposits IR 17 5K 177,865 184,674
Time deposits with original maturity RIGEIHA BB E =8 A &
over three months - ERES N 1,315,884 1,751,828
Cash and cash equivalents Re kB EFEY 2,639,799 3,012,988
Receipts in advance TEW IR = (2,916,322
Contract liability EcRARE (3,190,384) =
Current trade and other payables MENE 5 M EAth FE FRIE (4,127,551) (4,5621,857)
Current defined benefit obligations TMENERE X a5 7% (8,190) (8,190)
Tax payable FESRIA (19,296) (24,391)
Non-current trade and other payables IEREE H REMER B (8,470) (74,618)
Non-current defined benefit obligations ERBRER BTG (87,610) (90,380)
Deferred tax liabilities ELEFIRAE (61,126) (46,466)
Non-controlling interests AR R R (6,972) (7,367)
Total identifiable net assets at carrying REEMMEZ258
amounts, net of non-controlling Al FEEATE
interests Rk FE TR AR M A 820,385 962,953
Surplus of consideration over net asset K EBREEFRE FENEL
carrying value 1,159,646
Satisfied by cash LAZR & S A+ 1,980,031

Machinery Engineering Corporation
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ARAEFET P AR A SO I B R MY =

23. DISPOSAL OF A SUBSIDIARY 23. REME R F
In December 2016, the Company entered into a conditional M2016F128 + AN A Al 7] 3 B I M4+
equity subscription agreement to dispose of its entire equity BnRERE - M EEREREE
interest in CMEC International Exhibition Co., Ltd. (“CMEC B i B R 2 7 ([SINOMACHINT J)
Expo”) to China National Machinery Industry International Co., HEMBAERRNERERBREMR
Ltd. (“SINOMACHINT”) as consideration for the Company’s AAI(AEREE]) HE iR
subscription of an approximately 19.29% equity interest in {E B A X 7] FASINOMACHINT R B 49
SINOMACHINT. Upon completion of all conditions of the equity 1929%HNRE - T ERRBE
subscription agreement, the Company shall own approximately MERAAEGGE  XRGREHEE
19.29% of the total equity interest in SINOMACHINT, and SINOMACHINT# z 42 86 4919.29% -
CMEC Expo shall no longer be a subsidiary of the Company. MAZTREBHTHBEARQRNMNE
In January 2017, all conditions of the equity subscription NaEle R2017F18 » xR B W=
agreement were completed. BIPT B IR B S 78R ©
The carrying amount of the assets and liabilities of CMEC Expo MERREANHEHHENEERERE
as at the disposal date were as follows: BREEMAT
January 2017
201714
Note RMB’000
HtaE AR¥FT
Net assets disposed of: HENLTEBERFEE :
Property, plant and equipment ME - BEKK 954
Current trade and other receivables BN E 5 [ Eh e R IE 52,517
Cash and cash equivalents RERBESEEY 73,316
Receipts in advance TAW IR (33,782)
Current trade and other payables B S N E M EA IR (15,570)
Tax payable JFE A IE (2,567)
74,868
Gain on disposal of a subsidiary B2 & M A Al PTG e 5 58,861
Consideration RE 133,729

Interim Report 2018
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23. DISPOSAL OF A SUBSIDIARY (CONTINUED) 23. REMBAR (&)
RMB’000
AR#¥FT
Satisfied by: SENPIENE
Equity interest of approximately 19.29% AR SINOMACHINTHI4719.29%
in SINOMACHINT r 133,729
An analysis of the net outflow of cash and cash equivalents HA5I| A201 7 L8 AR R B S ¥ 3R H 1
in respect of the disposal of a subsidiary as dealt with in the E—ZXMBARBEMBEeRREE
2017 comparative interim financial statements is as follows: BEYR D FENDTEHINAT
RMB’000
AR¥TFT
Cash consideration HeRE =
Cash and bank balances disposed of EHERE RIRTTER (73,316)
Net outflow of cash and cash equivalents in BEEMERRHEER
respect of the disposal of a subsidiary RekREEBYIRLIFE (73,316)

China Machinery Engineering Corporation
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24. OPERATING LEASE ARRANGEMENTS

(a) As lessor

The Group leases its investment properties under
operating lease arrangements, with leases negotiated for
terms ranging from 1 to 5 years. The terms of the leases
generally also require the tenants to pay security deposits
and provide for periodic rent adjustments according to the
then prevailing market conditions.

At June 30, 2018, the Group had total future minimum
lease receivables under non-cancellable operating leases
with its tenants falling due as follows:

24, REFELZH
(a) EAHEA

AEERBEEHELHHEER
KREWE  FEHEHENF—ER
FoHERR—RITBRBELX
NREZLRREAREERTR

R2018F6 A30H @ N&EE R IE
b e VA ORI 6o FC N
B HAE WY R R KA & R a0

T
As at As at
June 30, December 31,
2018 2017
R20184 20174
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (rez&st)
RMB’000 RMB’000
ARM¥FT AREFT
(Restated)
(Eitt)
Within one year —F A 67,491 77,324
In the second to fifth years, FE_FEERF
inclusive (BEERMF) 196,549 161,583
Over five years HEFEAE 12,618 21,842
276,658 260,749
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AT HAE B S OF BA 75 AR AR MY 5

24. OPERATING LEASE ARRANGEMENTS
(CONTINUED)

(b) As lessee

The Group leases certain of its office properties and office
equipment under operating lease arrangements. Leases
for properties and office equipment are negotiated for
terms ranging from 1 to 3 years.

At June 30, 2018, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

4. KEHERH (H)

(b) EREBEA

AEERBELEHELHEARAS
FTHAEMERMPWAERME - %25
MERBEARENZEHBPN T
_:%_fﬁ °

R201846 A30H @ NEE R IE
TR RS SR BT Ay R
REEEHESLFENT ¢

As at As at

June 30, December 31,

2018 2017

120185 20174

6H30H 12H31H

(Unaudited) (Audited)

(REET) (Feg&st)

RMB’000 RMB’000

AR¥FT AREFT

(Restated)

(&)

Within one year —F LR 13,440 12,681
In the second to fifth years, E_FRFERF

inclusive (BEBEMSF) 1,893 9,624

15,333 22,305

1 56 China Machinery Engineering Corporation
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25.

26.

COMMITMENTS

In addition to the operating lease commitments detailed in note
24(b) above, the Group had the following capital commitments
at the end of the reporting period:

25, 7RI

Br b SCHT EE24(b) 5% it O 4% 44 FH B A
G REBRBEHREANNTER
EIE

As at As at
June 30, December 31,
2018 2017
120185 20174
6 H30H 12H31H
(Unaudited) (Audited)
(REGET) (F&&ET)
RMB’000 RMB’000
AR¥ T AREFT
(Restated)
(&)
Contracted, but not provided for: BRI AVBE RS

Land and buildings T RAEF 889,303 1,090,100
Capital contributions BN 300,719 300,764
1,190,022 1,390,864

CONTINGENT LIABILITIES 26. ZIHEE

The Company and certain subsidiaries of the Group are
defendants in certain lawsuits as well as the named parties in
other proceedings arising in the normal course of business.
While the outcomes of such contingencies, lawsuits or other
proceedings cannot be determined at present, the directors of
the Company believe that any resulting liabilities will not have
a material adverse impact on the financial position, liquidity,
or operating results of the Group.

EEREKBED  AARMRAEH
BE T B AR AR LRDR AW E
REEMEZREFORIMET - #ER
BRIAREEEZSHAEM - Fsk
HMERIETFOER  AAREEH
EEAALIBNEETEHAEH
MBI - RBESHEEXREE
HEEATMEE -
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KA

27. RELATED PARTY TRANSACTIONS

(a)

(b)

158

it P ISR S St IS R M EE

In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
transactions with related parties during the period:

In the opinion of the Directors, the transactions below
were conducted in the ordinary course of business of the
Group and in accordance with the terms agreed between
the Group and its related parties:

(a)

(b)

27. BB AR5

BR SRR LMD F
TV NES T L
BETATRS :

BEERA THIRSTINAEER

—REBBIEPREAREEE
BRI 77 3 T MY IR TT

For the six months ended

June 30,
HZ6H30HIEA@EA
2018 2017
20185 20174
(Unaudited) (Unaudited)
(RE&EET) (CREEERT)
RMB’000 RMB’000
ARMFT AREFT
(Restated)
(Eitt)
Purchase of engineering services and %R B8R T3 54
products from TR NES
- Fellow subsidiaries — RIRWERF] 27,549 43,004
— Associates NG = 14,411
Sale of engineering services and mTF &R RETE
products to Pk 75 & EE oh
— SINOMACH — [EH# 592,254 234,450
- Associates —BERF] 843,019 653,715
Sale of integrated services to AT A& TR EARE RS
- Fellow subsidiaries —RARMHEBAF 93,296 11,423
Net deposits withdrawn from R RFIE 5 BT U 8
- A fellow subsidiary ——XERMBAF (1,071,807) (1,567,463)
Interest income earned from ) T3 % 75 R A9 F1) B A
— A fellow subsidiary ——xRARMBAA 27,108 46,125

China Machinery Engineering Corporation
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27. RELATED PARTY TRANSACTIONS (CONTINUED) 27.

(c) Outstanding balances with related parties:

BBAIXS (&)

(c) EEEAMETS VA RERER

As at As at
June 30, December 31,
2018 2017
20185 R20174F
6H30H 12A31H
(Unaudited) (Audited)
(REEET) (f&=ET)
RMB’000 RMB’000
AR FT AREFT
(Restated)
(FEih)
Cash deposits placed with R T5)&E R SFER
— A fellow subsidiary — —XRARNBAFA 3,382,084 4,453,891
Trade and other receivables from TS HNE S R
Hofth FE UL SR IR
— SINOMACH — B 1,080,820 584,544
— Fellow subsidiaries e =N 30,854 39,331
Receipts in advance from B 7% 75 WER & 78 R IE
— SINOMACH — B 885,358 368,285
— Fellow subsidiaries e =N 1,761 6,826
— Associates — BN\ A 402,722 487,256
Trade and other payables to RESTANEHHES R
B fE S 5RIE
— SINOMACH — B - 2,193
— Fellow subsidiaries — RZRKBAA 758,235 860,415
— Associates — Bt N\ A 22,895 25,921
Prepayments to TER P& 77 R 5RIE
— Fellow subsidiaries e =N 64,360 95,330
— Associates S /N - 7,890
Note: Biat -

Except for the balances of cash deposits placed with a fellow

subsidiary which accrue interest at relevant market rates, the

balances due from related parties are unsecured, interest-free

and have no fixed terms of repayment.

BR—RKERMBRANRSFRE
BRIZARR TS F RGBS - 8 W R
THBEBRAEER 2R EYEETE
B -
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27. RELATED PARTY TRANSACTIONS (CONTINUED)

27. B AR5 (48)

(d) Commitments with related parties: (d) FEE T A -
As at June 30, 2018, the Group entered into several M2018F6 A30H » A5 & B g
sale and purchase agreements with related parties. The BRI A TEE WS - 8K
commitments and backlogs are as follows: HwRARTHRERENT
As at As at
June 30, December 31,
2018 2017
M2018%F R20174
6H30H 12H31H
(Unaudited) (Audited)
(REEET) (JE=ET)
RMB’000 RMB’000
AREFT ARETFT
(Restated)
(Eit)
Purchase of engineering services MRS GEE
and products from Ti2AR%S M E m
- Fellow subsidiaries —RARMEAA 4,338,102 4,732,751
Sale of engineering services and [ N5 & R TR AR &
products to EEom
— SINOMACH — B 3,474,849 4,498,398
- Associates —BE R A] 1,083,435 1,971,416

(e) As disclosed in note 22, on April 4, 2018, the Group
acquired the 100% interest in China National Electric
Engineering Co.,Ltd. from SINOMACH at a cash
consideration of RMB1,980,031,000.

1 60 China Machinery Engineering Corporation
FEIRMREIRRAOERA S

(e)

a0 MY sE22FT # 5 - 72018
FAR4H8 7N & E (7 B #% Uy i R
BlE N ITiEERAQF MI100%
BExm BeREARARMK
1,980,031,0007T °
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27. RELATED PARTY TRANSACTIONS (CONTINUED)

(ff Compensation of key management personnel of

27. B AR B (&)

(H AEEXEEBASHHMH

the Group:
For the six months ended
June 30,
B Z6H30H L /< fE A
2018 2017
20184 20174
(Unaudited) (Unaudited)
(Ri&ES) (RE& =)
RMB’000 RMB’000
ARM¥FT ARETFT
(Restated)
(&)
Short term employee benefits EHEBET 16,669 12,690
Post-employment benefits BREL 12 BT 316 291
Total compensation paid to key MTEEEEAE
management personnel SR E B2 16,985 12,981
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28. FINANCIAL INSTRUMENTS BY CATEGORY

28. REFIETNEMTHE

The carrying amounts of each of the categories of financial FHEeRmITARREH BREE N
instruments as at the end of the reporting period are as T
follows:
Financial Loans and
assets at FVOCI receivables Total
NAfEEE
BHBETA
HEibiRE s ERR
MemEE FEWRE a5t
June 30, 2018 RMB’000 RMB’000 RMB’000
201856 H30H AR®FT ABMTT AR®FT
Non-current financial assets FrRBeREE 438,252 = 438,252
Financial assets included in trade FAB S REMERIER
and other receivables TREE - 8,263,796 8,263,796
Other current financial assets HEtngesEE - 15,000 15,000
Restricted deposits B IR - 1,341,720 1,341,720
Time deposits with original maturity FIRE|E BB A =18 A4
over three months EHER - 4,668,220 4,668,220
Cash and cash equivalents BeRELZEY - 22,009,255 22,009,255
438,252 36,207,091 36,736,243
Financial
liabilities at fair
value through Financial
profit or loss - liabilities at
held for trading amortised cost Total
N EEE
BHBETA BB B AR A
BRNSHEAE TEMN
-BEEE tREE a5t
June 30, 2018 RMB’000 RMB’000 RMB’000
201856 H30H AR®FT ABMTFT AR®FT
Financial liabilities included in trade STAE 5 R AN IR
and other payables TREE - 20,596,655 20,596,655
Derivative financial instruments, FARMTE SR E B
included in other current financial THESRMIA
liabilities 21,367 - 21,367
Interest-bearing bank and other fit BRITEF R E B ETR
borrowings - 1,195,341 1,195,341
21,367 21,791,996 21,813,363

1 62 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

28. FINANCIAL INSTRUMENTS BY CATEGORY

28. RERIEATNEMTA (&)

(CONTINUED)
Available-for- Loans and
sale financial assets receivables Total
AfHESREARE ERRENRA CH
December 31, 2017 (Restated) RMB’000 RMB’000 RMB’000
20174128318 (Eit) ANEBTFTL ARETT AEBTFT
Other non-current assets Hi R4 E 376,678 - 376,678
Financial assets included in STAR S REMERTIERN
trade and other receivables TREE - 8,489,754 8,489,754
Restricted deposits N - 1,363,525 1,368,525
Time deposits with original RIRE|H A RB={EA
maturity over three months EHER - 6,784,311 6,784,311
Cash and cash equivalents Re ke EEN - 21,479,315 21,479,315
376,678 38,116,905 38,493,583
Financial
liabilities at fair value Financial
through profit liabilities at
or loss - held amortised
for trading cost Total
WRAEEE
BEZEH AR
Memak  DEBRAEN
- REEE TRAE At
December 31, 2017 (Restated) RMB’000 RMB’000 RMB’000
20174124318 (Eit) NEETFT ANEEFT NEETFT
Financial liabilities included intrade st AE 5 R E M EFFEN
and other payables SREE - 20,419,597 20,419,597
Derivative financial instruments, STAE 5 R E e FUAM
included in trade and other ITEERIE
payables 11,426 - 11,426
Interest-bearing bank and other MERTERREMER
borrowings - 916,369 916,369
11,426 21,335,966 21,347,392
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

29. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

(a) Financial instruments carried at fair value

The following table presents the carrying values of
financial instruments measured at fair value at the end of
the reporting period across the applicable levels of the fair
value hierarchy defined in IFRS 7 Financial Instruments:
Disclosures with the fair value of each financial instrument
categorised in its entirety based on the lowest level of
input that is significant to that fair value measurement.

The Group’s financial instruments carried at fair value as
at June 30, 2018 and December 31, 2017 are measured
under level 1 or level 2.

29. EMEERAAREE

(@) A2ABEIRHNEHMIA

TREIALAEBEFENSH
TARNBEMRERRMERE
ERETR M THE : REI MR
REH R BEEE R EE R
MREE SERTANAAE
BEERKEHZAABENEM
FEEZNREENRBAZHE

3B

A EE 20186 A30H K£2017
F12ANBEAREBEBEYIENS
Rt T EIR EA R FE 2T E -

Fair value measurement using

RRAATBENAABENE

Quoted prices Significant
in active observable
markets inputs
(Level 1) (Level 2) Total
REBMEN EXTHERAER
HE (F14) (%2%%) &t
As at June 30, 2018 RMB’000 RMB’000 RMB’000
201856 A30H AREFTT AREFT AREFT
Assets gE
Financial assets at FVOCI NRAREBEGEEEZETA
Hitiga R emEE 8,914 429,338 438,252
Other current financial assets EhrsemEE - 15,000 15,000
Liabilities aff
Derivative financial instruments FARMTRRSRAERN
included in other current TEERIE
financial liabilities
— Foreign currency forward — RHINES L)
exchange contracts - 21,367 21,367

1 64 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

29. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(@) Financial instruments carried at fair value
(continued)

As at December 31, 2017 (Restated)
20174124318 (Zitt)

29. IBEMEERAAEE (&)
(@) U2AREEIIRNEHMIA
(%)

Fair value measurement using

RRAATERNARBENE

Quoted prices Significant

in active observable

markets inputs
(Level 1) (Level 2) Total

TR BB 5 Y BEXABER
RE (F14) BAE(F22R) At
RMB’000 RMB’000 RMB’000

AEETT ARETT ARETT

Assets BE

Available-for-sale investments STAEMIERE A EA
included in other non-current assets AEHERE

Liabilities &

Derivative financial instruments HAE S REMENTIAN
included in trade and other payables TESBTIEA
- Foreign currency forward — RESMNES L)

exchange contracts

10,021 = 10,021

= 11,426 11,426

(b) Fair values of financial instruments carried at
other than fair value

The carrying amounts of the Group’s financial instruments
which were stated at cost or amortised cost were not
materially different from their fair values as at December
31, 2017 and as at June 30, 2018.

(b) FRAABEIRNEHMIA
HAREE

R2017F12A831H &201846 A
308 - A& [E 4R Bk A sk S Bk AR
NI ANEREEREER
REELEERESR -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

29. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(c) Estimation of fair values
(1) Receivables and borrowings

The fair value was estimated as the present value
of the future cash flows discounted at the market
interest rate at the end of the reporting period.

(2) Derivatives

Foreign currency forward exchange contracts are
measured by discounting the difference between
the contractual forward price and the current market
forward price. The fair value of interest rate swaps
is obtained using discounted cash flow models. The
Group enters into derivative financial instruments
with various counterparties, principally financial
institutions with strong credit ratings. Derivative
financial instruments, including forward currency
contracts and interest rate swaps, are measured
using valuation techniques similar to forward pricing
and swap models, using present value calculations.
The models incorporate various market observable
inputs including the credit quality of counterparties,
foreign exchange spot and forward rates and interest
rate curves. The carrying amounts of forward
currency contracts and interest rate swaps are the
same as their fair values.

30. SUBSEQUENT EVENT
There was no material event subsequent to June 30, 2018.

31. APPROVAL OF INTERIM CONDENSED
FINANCIAL STATEMENTS

These interim condensed financial statements of the Company
were approved and authorised for issue by the board of
directors on August 29, 2018.

China Machinery Engineering Corporation

FEMHREIRRAERAT

29. IBEAKBEER N AEE (F)

(c)

DNABEENMGE

(1)

(2)

BURREREER

AABEMGBAB/RERER
BIRHmE PR IS M R
HERIE -

fTET A

EHINESNETRARE
HIE 1% B3R By T 35 R R (E AR
ZEBE - FXIEHH A
REBEERFTRARASRER
AETE - AEBERRLF
ETTESRIARS £
ERERFREENTBHK
BoTESRIA (BREE
HEBEOEMNERHE
%) RABRLUEMEE RE
HRA WG ERN  ZRE
FTE - RERARBZEAD
SERGARE R 5H
FEEEE SMNERH  E
HIRRMA R AR - BHE
AN RIS O R
EEEEAAEERER -

30. HEEE

RE B R2018F6 A30H & I £ (F fq]
EARHBEE -

31. #b/fE R AR B B S HR R

KX ) R AR HA R RR B 7S iR 3R B 5102018
FEA2REE ESHEMERIFRET)E o



“Audit Committee”

[BitZBE

“BOT”

[BOT

“Board”

[Exg

“CG Code”

[EEERTA

“China United”

[FEEA

“CMEC New Energy”

[ ERFTBEIR |

Definitions and Glossary of Technical Terms

E 2 N B Al i 58

the audit committee of the Board
EEgETEEE

Build-Operate-Transfer, a business model in which the proprietor grants the
rights to a contracted enterprise by concession agreement to undertake
the financing, design, construction, operation and maintenance of a project
(mainly infrastructure projects), which the enterprise can charge users a fee
during the concession period to cover its costs of investment, operations
and maintenance as well as reasonable returns, and, upon expiration of
the concession period, the relevant facilities will be transferred back to the
proprietor

BER-KE-EE IXTRBFFKERERRENORARER (X8
RERER) BE Rt eI SEREEN —ERERA  ZeEAR
S EHARERERERMBHERE « &8 REEKR AU RKRE B
BEIER - MR EHEmE  HEREEERE

the board of Directors of the Company

RAFEEE

the Corporate Governance Code set out in Appendix 14 to the Listing Rules

(EMRAD M+ tReEATA

China United Engineering Corporation* (FEIE:& TRERAF]), an
enterprise established in the PRC on January 21, 1984 and a wholly-owned
subsidiary of SINOMACH, our connected person and our Promoter
PEIEES TIRARAR - —KN1984F1 A1 BERBK M E - BI#E
2EMBAGE - PEBE/BFINOBEALTZELEA

China National Guo Lian Development New Energy (Wuxi) Co., Ltd.* (&%
H G H LR R AR A R)), a joint venture company owned as to 50%
and 50% by the Company and Wuxi Guolian Environmental Energy Group
Co., Ltd.* (5 BB IRRAE IR B B R A7)

RED RIFFAL0%RIER S & N A
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Definitions and Glossary of Technical Terms

“CMIPC”

(R

“CNEEC”

[T

“Company”, “our
Company”, or “CMEC”

(28]« [ARE] %
[ oh B TR

“Core Sectors”

[Z01T% ]

“Corresponding Period in 2017”

[20174 A7 |

“Director(s)”

[E%]

China Machinery Engineering Corporation

FEMMREIRRAERAT

China Machinery Industrial Products Co., Ltd.* (FREEEEREERE
f£/2 7)), a company established in the PRC on February 6, 2002 and a
wholly-owned subsidiary of the Company

PREBRBREAREMELR - —KNP2002F2 A6 B ER B AE]
WARARRBZ2EHRAHNHE QT

China National Electric Engineering Co., Ltd.* (FBIE S TEABR AR, a
limited liability company established in the PRC in October 1979 (including
all CNEEC subsidiaries, except where the context otherwise requires), which
is wholly-owned by SINOMACH

FEENIRAERAT - —RM1979F10 B EFEKIHAREEAT (B
RPEIMAEMBAR  BRIEXEZAHRE)  HEKE2EHR

China Machinery Engineering Corporation* (F° B #4 :& 5 T2 A0 AR
AA]), a joint stock company with limited liability established 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) its predecessors

PEER A TRERMERAR - —KP2011F1 A18HEH BE MAZH
RNERAR : RIEXZESEE - BRIBHE : ()VBMIRATS R()FEARF]
RARHBRMBARTNZERABAMNBERENS - AR RARFEHE AR
(RIERAME) EAFKERER

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

the six months ended June 30, 2017
HZE2017F6A308 L/~ @A

the director(s) of our Company
KAFIES



Definitions and Glossary of Technical Terms

“Domestic Shares”
[AER ]
“EPC” or “design,

procurement and
construction”

[EPC] 3k [&Rat ~ ZREE M T

“EU
=420

» o«

“Group”, “our Group”,

“we” or “us”

[&H ] [AR&EE ] sk [59)
“H Share(s)”

[HA% |

“Hong Kong dollars” or “HK$”

[l

“INED(s)”
[BUIERNITESE]

“International Engineering
Contracting Business”
[BIR T2 B 5]

E 2 N B Al i 58

ordinary shares in our capital, with a nominal value of RMB1.00 each, which
are subscribed for and paid up in Renminbi
BPRAFHEER - SREABAARK1.007T - THAARERE REZ

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

FEZHNERTN  ABEXBRERINELETR KB mIR
ALHFEA I ERLANES (BERSBEABEARNINARRDE
BoMBEEIE) @ WHEENEZEE %2 THEKEAEER

European Union

B M Bk B2

the Company and, except where the context otherwise requires, all its
subsidiaries
RRBIRBXESBHEN - BREEFANE QA

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

BT BERAREIRIN ETINERR - BREBEARE1.007T - LOETRER
BEEWRBERZ TR =

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region of the PRC
BT PEFERIITRREEEH

the independent non-executive Director(s) of our Company

RRREUIFRTES

the international engineering contracting business conducted by our Group
with a primary focus on EPC projects
MASEME - WAEPCHEHEB REHNBR TR ABEY
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Definitions and Glossary of Technical Terms

“|Pp”
[IPP

“JiKan Research Institute”
[ |
KW

[TE]
“Listing Rules”

[ CEMmHRAD) |
“Model Code”

[ CRESTRLD
SMW?

[JEE ]
“Non-Core Sectors”
[BERZ DT

“OFAC”
N EEES D]

“Period”

[ A< HfE] |

“PRC” or “China”

[ e

China Machinery Engineering Corporation

FEMMREIRRAERAT

independent Power producer
Y BB

China JiKan Research Institute of Engineering Investigations and Design
Co., Ltd.* (M T HREFTHAFILBR A E]), a company established in
the PRC and a wholly-owned subsidiary of the Company

M IEHERAAREERRAR - —KAPEEMKIZARRL RARE
2 EWB AR

unit of energy, kilowatt. 1 KW = 1,000 watts
BeIREN T E ° 1 FE =1,000F%F

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time
(s EmRAD) (EARHER] - WA R M T S MEZ)

the Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules
(CEMRAND Mg tEe (ERBETAZESETIFRHNRESTR])

unit of energy, megawatt. TMW=1,000kW. The installed capacity of power
plants is generally expressed in MW
BERELIIKEL - 1K R=1,000T R - HEMERDTEBFEARRERR

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

EREIFBEBRRPIBEER TRABEBZOITENTE

the Office of Foreign Assets Control of the US Department of the Treasury
EEM BB TINREEESBD

the six months ended June 30, 2018
#HZE2018F6H30H L/~ A

The People’s Republic of China excluding, for the purpose of this
announcement, Hong Kong Special Administration Region of the PRC, the
Macau Special Administration Region of the PRC and Taiwan
REARANE  AREME - TEEFEEEFIITHE - P EIRPIR
AT R N &



“ppp”

[PPP

“RMB” or “Renminbi”
[ARE]

“Services Business”

[ ARAS 75 ]

“SFO”

[ &5 MR A

“Share(s)”

[t |

“Shareholder(s)”

[ iR

“SINOMACH”

[ B |

“Sinosure”

[PEIER]

“SSF”

HRECEES ]

Definitions and Glossary of Technical Terms

E 2 N B Al i 58

Public-Private Partnership, a business model in which public infrastructure
projects are financed, built and operated by way of partnership between
the public sector and the private sector

NHEFLABESE  AKELAMBESERARERER#ETHE &
RRLEH—BEEER

Renminbi yuan, the lawful currency of the PRC

AR HEZEEER

the design consulting services, logistics services, tendering agency services,
export-import agency services and other services conducted by the Group
AEBEFRENORHBDARY - WRRE - BIRAIRRS - £ B QAR RS &
H A RS

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to time

BEREPIBST1ERB R LB E RS (BTRHERT - MRIAEMTT &%)

share(s) in the share capital of our Company, with a nominal value of
RMB1.00 each, including our Domestic Shares and H Shares
KARIBRAFFREBEARE.00THEMN - BIERNERKHE

holder(s) of our Share(s)
BAREFEAE A

China National Machinery Industry Corporation* (I EI#i T EBHER A
7)), a state-owned enterprise established in the PRC on May 21,1988, our
controlling shareholder
BAHERBR R DB T EEEGRA
DavA:NIER SRS

» —KN1988F5 A21 HIER

China Export &Credit Insurance Corporation (FFEHE D{ZARBR AR, a
policy-oriented insurance company specializing in export credit insurance
in the PRC and an independent third party

FEEAERRRBAR - —RKERBEFE S H O ERREROBERERER QB
BYE=F

National Council for Social Security Fund of the PRC (1 A R A FE 2K
HEREASEES)
PEARANBZELEREESESS
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Definitions and Glossary of Technical Terms

“Stock Exchange”
[ B 2 iy |

“Supervisor(s)”
[ES%]

“the Belt and Road”
[—f—B ]

“Trading Business”

['& 5 %7 ]

“UN?
(B A

“United States” or “U.S.”
or “US”
=30

“US dollars” or “US$”
or “USD”
=

“%!l
[%]

*

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

China Machinery Engineering Corporation

FEMMREIRRAERAT

Denotes English translation of the name of a Chinese company or

The Stock Exchange of Hong Kong Limited
ERBARIMBERAT

one (or all) of our Company’s supervisors

AREN—% (H28g) BF

the Silk Road Economic Belt and the 21st-Century Maritime Silk Road
B 2 B EOB TS N2t 4D AR 2 B

the international and domestic trading business conducted by our Group
REBETHRBENBEAE 5 ER

the United Nations

B & B

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction
EHRERE  RIEEEL  BHAIERAEENMEHE

United States dollars, the lawful currency of the United States

X XBEREEER

per cent
EXsd

Y EPEIA AR EREE AR ES AR
1B - R -



LEGAL NAME OF THE COMPANY
MRS TR B R AR

ENGLISH NAME OF THE COMPANY
China Machinery Engineering Corporation*
BOARD OF DIRECTORS

Executive Directors

Mr. ZHANG Chun (Chairman)

Mr. HAN Xiaojun (Vice chairman)

Mr. ZHOU Yamin (President)

Non-executive Directors

Mr. YU Benli
Mr. ZHANG Fusheng

Independent Non-executive Directors

Mr. LIU Li

Ms. LIU Hongyu

Mr. FANG Yongzhong
Mr. WU Tak Lung

SUPERVISORS

Mr. QUAN Huagiang (Chairman)
(Shareholder representative supervisor)

Mr. QIAN Xiangdong (Shareholder representative supervisor)

Ms. LIU Ting (Staff representative supervisor)

JOINT COMPANY SECRETARIES

Ms. WANG Weiling
Mr. KWOK Siu Man

*  For Identification Purposes Only

Corporate Information

[NEEHR

RANEEER

PEI R E T ERODBRAF
NAMNENER
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Exg
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B Fat
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Corporate Information

DNEER

AUTHORIZED REPRESENTATIVES

Mr. ZHANG Chun
Ms. WANG Weiling

AUDIT COMMITTEE

Mr. LIU Li (Chairman)
Mr. ZHANG Fusheng
Ms. LIU Hongyu

NOMINATION COMMITTEE

Mr. ZHANG Chun (Chairman)
Ms. LIU Hongyu
Mr. FANG Yongzhong

REMUNERATION COMMITTEE
Mr. FANG Yongzhong (Chairman)

Mr. ZHANG Fusheng
Mr. LIU Li

STRATEGY AND DEVELOPMENT COMMITTEE

Mr. ZHANG Chun (Chairman)
Mr. HAN Xiaojun

Mr. YU Benli

Mr. LIU Li

OPERATION AND RISK MANAGEMENT

COMMITTEE

Mr. YU Benli (Chairman)
Mr. ZHOU Yamin

Mr. FANG Yongzhong
Mr. WU Tak Lung

China Machinery Engineering Corporation

FEMHREIRRAERAT

REAR

RFRLE
FERLL

Fitzae

BNkt (£E)
SRR
B Fat

REZES

RERE (£E)
BT+
7K BEE

yMEES

TKERE (L/E)
SRR
kst

BREZRESS

RERE (£E)
BEREESRL
RAEELE

Bl hrt

ReHEREEEES

RARBEE (Z/E)
FEREE
TR BIE
RIBEERE



INDEPENDENT AUDITORS

International Auditors
Ernst & Young

PRC Auditors
Ernst & Young Hua Ming, LLP

PRINCIPAL BANKS

China Development Bank

The Export-Import Bank of China

Industrial and Commercial Bank of China Limited

Bank of China Limited

CITIC Bank

China Merchants Bank (Beijing Branch)

Bank of Communications (Beijing Dongdan Sub-branch)

REGISTERED OFFICE AND HEAD OFFICE IN THE
PRC

No.178 Guang’anmenwai Street
Beijing, PRC

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Room 804, 8/F, Tower 1
South Sea Centre

75 Mody Road
Tsimshatsui East
Kowloon, Hong Kong

HONG KONG H SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Corporate Information
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B EFRED
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KR AN E TSP
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ZAEABH B FHH (SHREBAE)

FEARRLT

BIZK F B ERTT

R M ERTT
TERIHRITROBERAR]
PEIRITI D AR A A
RISERTT

HBERTT (ERDTT)
ZBIRTT (ERREXIT)

TEEMPREER AR
G

ERFINAH 785,
BRETRERME
BB

APER

38 755 F F AR L
F1ESIE804E

FEHRBFETE
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S KER183H
AR L
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Corporate Information

DNEER

LEGAL ADVISORS

As to Hong Kong Laws
Shearman & Sterling

As to PRC Laws
Tian Yuan Law Firm

STOCK CODE
01829
INVESTOR INQUIRIES

Investor Hotline: 86 10 6331 2262
Fax No: 86 10 6332 1086

COMPANY’S WEBSITE

www.Ccmec.com

China Machinery Engineering Corporation

FEMHREIRRAERAT
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A ERL - 86 10 6331 2262
EESRS : 86 10 6332 1086

AEEN

www.Ccmec.com



cﬁh\%c T %ﬁ&#ﬂlﬁi JITL S IO {;,J

RS China Machinery Engineering Corporation*

* For identification purposes only

*ELHS



	封面
	目錄
	董事長致辭
	公司簡介
	未經審計中期業績
	重要經營及財務數據
	財務摘要
	管理層討論及分析
	企業管治及其他資料
	中期簡明合併財務報表的審閱報告
	中期簡明合併損益表 － 未經審計
	中期簡明合併綜合收益表 － 未經審計
	中期簡明合併財務狀況表 － 未經審計
	中期簡明合併權益變動表 － 未經審計
	中期簡明合併現金流量表 － 未經審計
	未經審計中期簡明合併財務報表附註
	定義及技術術語表
	公司資料
	封底

