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Chairman’s Statement

ESRYF

Dear Shareholders,

In the first half of 2014, the global economy was gradually picking up
its growth momentum, though the overall growth remained sluggish.
Developed countries implemented reindustrialization policies which
stimulated the economies to grow slowly and steadily, among which
was the US with its real economy slowly treading away from the
gloom. Impacted by the Ukraine incident, Europe’s overall economy
remained slackened with slow growth, in spite of the introduction of
the negative interest rate policy. Developing countries continued to
maintain relatively rapid growth, though the overall economic growth
rate was compromised by a series of regional factors including the
aggravated situation in Iraq, the escalation of conflicts in Syria and
the political turmoil in Thailand. In respect of the industry, demand
for international engineering contracting in the emerging markets
was still trending upward, though less aggressive as compared
with that in the past. Despite the continual efforts into infrastructure
investment, developed countries experienced slow growth as a
result of the impact from the exacerbated global turbulence.

Looking back at the business development for the first half of
2014, the period has witnessed an increase in external market risks
and a decelerated growth in the global market, while the Group’s
overseas projects were also impacted by the unexpected outbreak
of international crises. Despite all of the above, by leveraging its
well-accumulated operating experience in the global market and
the steadfast developmental approach under the guidance of the
“CMEC Five-Year Development Strategy”, the Group achieved
steady growth in all three major business segments, namely
the International Engineering Contracting Business, Trading
Business and Other Businesses, while further consolidating the
premium brand image of “CMEC” in the global market. During
the period under review, the Group’s overall operation maintained
a solid growth and achieved the target results for the first half of
the year. The Group recorded a total revenue of RMB11,089.9
million, representing a steady increase of approximately 6.4%
over the Corresponding Period in 2013. Gross profit amounted
to RMB2,125.6 million, representing an increase of approximately
5.1% over the Corresponding Period in 2013. In particular, our
International Engineering Contracting Business continued to
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contribute to a large proportion of the Group’s revenue and profit,
accounting for approximately 76.0% and 87.7% of the Group’s
total revenue and gross profit, respectively. As of June 30, 2014,
regardless of the volatility and the increased risks of the overseas
market, the backlog of our International Engineering Contracting
Business still achieved a level of US$7,040.2 million. The steadily
improving results and financial performance have provided the
Group with strong support and powerful momentum. Meanwhile,
the Group’s market potential was further expanded through CMEC’s
ever-superb project-contracting capabilities and its long-established
premium brand image in the overseas market.

BUSINESS REVIEW

In the first half of 2014, under the guidance of the “CMEC Five-
Year Development Strategy”, the Group proactively adjusted and
realigned its business structure, optimized the allocation of internal
and external resources and made concentrated efforts in further
advancing our core businesses. During the period, the Group’s three
major business segments, namely, the International Engineering
Contracting Business, Trading Business and Other Businesses,
achieved a rapid synergistic development, gradually forming up
a multi-faceted strategic business structure with International
Engineering Contracting Business as the core, which is able to
better align with our development strategies and increase overall
competitiveness of the Group. By fully capitalizing on the synergy
among the business segments, the Group put great emphasis
on solidifying the leading position of the Group’s International
Engineering Contracting Business within the industry and attained
numerous accomplishments during the period. By the same token,
the Group also developed the Trading Business steadily, pursued
vertical expansion of industry chain actively and explored the
investment and financing management business. Meanwhile, during
the Period, the Group has paid great attention to the advancement
of upgrading refined management for internal organization; the
management divisions of each business segment slowly took
shape and delivered impetus to the business, laying down a solid
foundation for the Group’s overall business development.
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Chairman’s Statement

ESRYF

In respect of the International Engineering Contracting Business,
despite the continuous volatile international landscape in the first
half of the year, thanks to our well-established overseas project
contracting experience, advanced project contracting capabilities
and a well-rounded project management system, the Group was
still able to achieve a good operating result for its international
contracting projects overall and advanced further into the global
market. Drawing on our expertise in power infrastructure projects
as our core driving force, the Group also created synergies
in promoting other areas of contracting business including
transportation and telecommunications. Moreover, by integrating
and optimizing internal resources, we provided support in terms
of core technology and resources for the International Engineering
Contracting Business, thereby significantly increasing the Group’s
overall strength in the business. Meanwhile, apart from being
dedicated to the deployment and the enlargement of the Group’s
overseas engineering contracting business, the Group has also
slowly dipped its toe into the domestic market which proved to be
positively effective.

In the first half of 2014, the Group’s International Engineering
Contracting Business continued to consolidate its competitive
advantages in its well-established conventional markets in Asia,
Africa, etc. By intensifying the localized and regionalized operating
strategies, the Group also managed to gain a foothold in regional
business, strengthen establishment in the core markets and explore
the local market demand, altogether securing the Group’s resources
and competitive edge within the core market. At the same time,
through improving our own project management capability and
implementing persistent market expansion, the Group came to
enroot itself in regional markets including Latin America and
Europe and secured a number of project contracts. Of which,
the launching ceremony of the Argentina Belgrano cargo railway
rehabilitation project was held successfully in the presence of the
Chinese President Mr. Xi Jinping and the President of Argentina
Mrs. Cristina Kirchner, providing a crucial strategic channel for the
Group to consolidate its position in the Latin-American market.
In addition, the Group fully capitalized on the increase in demand
within the domestic market, and explored the opportunities
presented by the domestic market by leveraging our own project-
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related experience and technological advantage. During the
Period, the first distributed photovoltaic project undertaken by
the Group successfully achieved grid connection in Jiangsu Wuxi
Weike Group (T#FEHETEE) and has been on trial of power
generation, marking the Group’s entrance into the domestic solar
energy market and further expanding our business scope and
market coverage. Meanwhile, the Group remained committed to
technological upgrade and project quality improvement with respect
to the Group’s International Engineering Contracting Business,
thereby overcoming technical obstacles in overseas projects and
successfully completing a series of highly challenging projects.
In particular, the Group has surmounted technical obstacles in
respect of two power plant projects in Belarus and precisely met
the technical standard, which not only gained high recognition from
the project owners, but also added to the CMEC brand’s influence
over the local market. The Group’s well-rounded adjustment and
reconnaissance have contributed to a more diverse and stable
business structure for the Group within the global market, and
provided a strong drive for future growth.

Faced with the capricious international environment for the first
half of the year, the Group fully committed itself to strengthening
its risk control capability and emergency protocol in respect of
overseas projects, laying down a solid foundation for the steadfast
development of the projects. In June, turbulence in Iraq deepened
which affected the Group’s projects in Irag. Thanks to the effective
and well-formulated emergency protocol for our overseas projects
which was promptly executed, all of the Group’s personnel in
Iragq were evacuated to a safe area within the shortest time. The
Group’s ability to rapidly optimize our risk control capability has
then become a model within the industry, fully demonstrating the
Group’s leading position.

Chairman’s Statement

ESRYFH

EBEBHERERMARMABEEEN
R’ BERRREINAR RER - BR
T—RIGHEHEBNIENKT - £ -
SEAEQBENMENREIEB R
iy PR R - IR B AT AR 2 A HE RE AT 3R A N SR
M WRETHREXINSEESR #£—F
RITTCMECRIEEEHMISENTES -
SEEMSMBITENSHBAERERRE
SEHEERHOMESBRE/ZTIRE &
ARRIERT AR E S -

EHEFFHREERNBEERERE - £EA
ot /8 HNE B B B 1 K 8 BB 32 e
N REEBNEENBERIMESTE
REAM -6/ FHRREHE  EEE
FREXIFE BEBLRKEY R
STEHEIIEBEREBRESEIEEER
SEEFREABEREFHAZIRZE
ek - SERRY B EMEREEE D
B BTTRFR - MBREEELMAL

Interim Report 2014
=t SLELEE



Chairman’s Statement

ESRYF

In respect of the Trading Business, risks associated with international
trade continued to increase for the first half of the year. However,
the Group applied strict control over market risks and concentrated
on the development of trading businesses with high gross profit
margins, achieving a steady growth for the overall Trading Business.
During the period under review, revenue and gross profit of the
Trading Business recorded a stable growth in average. Meanwhile,
by leveraging the synergistic effect among business segments, the
Group managed to ramp up the growth of the Trading Business,
while proactively implementing the consolidation and optimization of
the Group’s internal resources and staying committed to increasing
the added value of the Trading Business, so as to facilitate the
long-term growth of the Trading Business.

In relation to the investment and financing business, the Group
continued to explore the opportunities presented by the extended
industry chain, and exerted great efforts on the establishment of
the investment and financing business and capital management
business. Banking on our extensive operating experience in the field
of engineering project contracting and our professional and refined
business model for investment and financing, the Group provided
professional and premium investment and financing services to
project owners by using contracted engineering projects as our
platform and incorporating various resource advantages of the
Group.
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OUTLOOK

Looking forward, as the world economy gradually stabilizes and
recovers, the international infrastructure market will also gather
momentum slowly. Moreover, the national policies will also provide
fresh impetus to the market, which is favorable for Chinese
international engineering contracting enterprises to further expand
into the global market. With the three major business segments
as our structural core, the Group will seize market opportunities
and benefit from preferential policies, and fully capitalize on the
synergistic effect among the business segments. In addition,
apart from consolidating the existing premium businesses and the
established markets, the Group will also proactively explore new
businesses and new markets, bring about rapid transformation and
upgrade of traditional businesses and promote the establishment
of a diverse yet integrated industry chain, facilitating a vigorous
development of the Group’s overall operation and the further
improvement of results.

With the steady progress of the “Silk Road Economic Belt” policy
and the “Sino-Pakistan Economic Pass” policy, in the future,
the Group’s International Engineering Contracting Business will
further develop with the support of preferential policies, and
the Company will progressively expand into regional markets
benefited from favourable policies, thereby precisely capitalizing
on the market opportunities brought by the incentive policies. Our
International Engineering Contracting Business will maintain the
existing established markets while continuing to ramp up the efforts
in expanding into new markets, fully capitalizing the increase in
demand in the established markets, and accelerating the process
of localization into the overseas markets, all paving the way to the
next milestone of the Group’s International Engineering Contracting
Business. In addition, by leveraging our extensive experience in
project contracting, the Group will also step up its deployment
within the domestic market with an emphasis on fields supported
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Chairman’s Statement

ESRYF

by favorable polices such as new energies. In the second half of
the year, the Group will continue to implement strict control over
risks associated with international trade as before and focus on the
consolidation of internal resources and the progress of business
upgrades. Moreover, the Group will also promote the development
of trading products with high gross profit margins and create a
portfolio for core products. In the meantime, the Group will utilize
our well-established International Engineering Contracting Business
as our platform to proactively promote the investment and financing
business, and in doing so, we seek to perpetually fortify the Group’s
overall competitiveness and thus bring exceedingly good results to
our mass shareholders in return.

Finally, on behalf of the Board, | would like to take this opportunity
to express our sincere gratitude to the shareholders and the society
for their concern and support, and to all of the Group’s staff who
joined us in our endeavors!

SUN Bai
Chairman

Beijing, China
September 17, 2014
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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, 2014, 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 and
Other Businesses.

Prospects for Enterprise 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 also undertake 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.

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.

Other Businesses: To a lesser extent, the Company is involved
in the Other Businesses that provide logistics services, exhibition
services, tendering agency services and other services (including
design services and export-import agency services).
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Company Profile
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Unaudited Interim Results

The Board hereby announces the unaudited operating results
of the Group for the Period, together with the operating results
for the Corresponding Period in 2013 for comparison. For the
Period, the consolidated revenue of the Group amounted to
RMB11,089.9 million, representing an increase of 6.4% over the
Corresponding Period in 2013; profit before taxation amounted
to RMB1,484.9 million, representing an increase of approximately
9.4% over the Corresponding Period in 2013; profit attributable to
the Shareholders of the Company amounted to RMB1,087.6 million,
representing an increase of 8.7% over the Corresponding Period
in 2013; basic earnings per Share attributable to Shareholders of
the Company amounted to approximately RMBO0.26, representing
an increase of 8.3% as compared with that in the Corresponding
Period in 2013.
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Key Operating and Financial Data

EERERMBRE

1. Revenue 2. Gross Profit and Gross Profit Margins
WA ENREFR=E
Unit: RMB million Unit: RMB million
B AREBETL B AREBET
Il Gross profit
e 11,089.9 =7
A Gross profit margin
=
1H2013 1H2014 1H2013 1H2014
20134 ¥4 2014F E¥ & 20134 44 2014F E¥F
3. Basic Earnings per Share 4. Backlog for the International Engineering
BREXREF Contracting Business
Unit: RMB BERIBEREBERARTHEEAE
B ARM Unit: US$ million

Wiy ERET

0.26 8,216.9

1H2013 1H2014 As at December 31,2013 As at June 30, 2014

2013%F - 2014F ¥ F R2013%512A318 2014564308
5. Newly Effective Contract Value for the 6. Signed Contracts Pending to be Effective

International Engineering Contracting for the International Engineering
Business Contracting Business
BMIBREBEBRNHERERESHE BERIBAEBEBNEENFERER
Unit: US$ million As at June 30, 2014
B BEET 201456 A30H

11636 Unit: US$ million

B BEET

3,641.3
Il Power sector
BHEERITE
— Total %@E‘I’ [ | 'Kansportaltipn sector
12 494 1 SBBETE
1H201 3, 1H2014 100.0 [ Telecommunications sector
2013%F L5 2014F E¥F BT BMTE
Il Non-Core sectors
FERLITH
3,619.0
1 2 China Machinery Engineering Corporation
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Financial Highlights

MBERE

For the six months ended June 30

B Z6H308 LA EA
2014 2013
20144 20134
RMB’000 RMB’000
AR#FT AR FIT
Revenue PN 11,089,918 10,427,405
Gross profit EH 2,125,627 2,022,800
Other revenue and HEMURA R EA
other income/(expenses), net WA (AX) 58 (189,890) 49,284
Operating expenses EH X (890,587) (819,730)
Profit from operations K 1,045,150 1,252,354
Profit before taxation R B4 A 42 ) 1,484,923 1,357,116
Income tax Frig®t (398,686) (355,760)
Profit for the Period 7N BRFE A9 5 ) 1,086,237 1,001,356
Total other comprehensive income HEira a8 (10,374) (4,997)
Total comprehensive income for the Period ZNHBRI R4 & U a5 48 %8 1,075,863 996,359
Profit attributable to: wmH B
— Shareholders of the Company — RAFKER 1,087,626 1,000,718
— Non-controlling interests — eI R (1,389) 638
Total comprehensive income meEREREEEN
attributable to:
— Shareholders of the Company — AR EIEE 1,077,132 995,680
— Non-controlling interests — JEIE R (1,269) 679
Basic and diluted earnings per share FRERNEERF
(expressed in RMB per share) (LNEBRAREEE) 0.26 0.24
Total non-current assets JEMENE ELRTE 5,816,327 6,385,175
Total current assets MENVEEBTE 27,743,508 26,950,708
Total assets BERE 33,559,835 33,335,883
Total non-current liabilities EmEBERTE 427,701 491,034
Total current liabilities B A GRS 21,082,361 22,149,185
Total liabilities BEaE 21,510,062 22,640,219
Equity attributable to Shareholders of AR IELE R
the Company 12,032,874 10,697,903
Non-controlling interests IR 16,899 (2,239)
Total equity M AR RE 12,049,773 10,695,664
Total equity and liabilities MmNk BEETE 33,559,835 33,335,883

Note:

The financial information of the Group for the six months ended June 30,
2013 and 2014 are set forth on pages 72 to 116, and is presented on the
basis set out in note 2 to the unaudited interim financial report.

Mzt -

5 B £2013%2014F6 4308 L7 18 A 1)
BBEMEINET2EE116E - BREFFD

HM S o LM 27 -
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INDUSTRY OVERVIEW

Despite the stronger recovery of the global economy and the
overall upturn in global economic activities, significant risks
continued to linger in the first half of 2014, and the downside
pressure cannot be overlooked. Through the implementation
of re-industrialization policies, the economies of developed
countries have been gradually recovering on the whole, while
the momentum of autonomous growth has increased and
an upward trend has become increasingly obvious, which
provided a strong support for the recovery of the global
economy. The emerging economies have gradually achieved
a stable development; however, under the influence of the
political situations in areas such as Irag, Ukraine, Syria and
Thailand, as well as the ongoing adjustment of the global
economy, it remains difficult for the major emerging economies
to resume the pace of growth enjoyed a few years ago. Against
the backdrop of the continuous fluctuation of the global
economy, through measures such as deepening the reform,
China’s economy continued to develop with good momentum.
The gross domestic product in the first half of 2014 reached
RMB26,900 billion, representing a year-on-year increase of
7.4%".

International Engineering Contracting Business

In the first half of 2014, although the world’s economy and
political situation changed rapidly, the overall demand in the
global infrastructure market still maintained a rapid growth.
The robust demand for infrastructures in developing countries
has become a major driving force for the growth of investment
in infrastructure around the globe. In the first half of 2014,
the international engineering contracting business in China
has achieved a turnover of US$61.58 billion, with a 6.5%
year-on-year increase. The value of newly-signed contracts
reached US$81.04 billion, with a 5.7% year-on-year increase?.
In view of the steady growth of infrastructure demand in the
developing countries and the gradual increase in the demand
for upgrading infrastructures in the developed countries,
international engineering contractors continued to expand
new frontiers in the global market and adopted multi-market
development strategies. Although the market pattern and
share of the international engineering contracting industry
have not experienced significant changes, as the risks of
the international market are rising, the competition is set to
become more complicated and intense®.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Currently, the world’s economy is experiencing profound
adjustments, and various countries are relying on increasing
investments in infrastructure construction to stimulate
economic growth, which is reflected by the large-scale
infrastructure projects in the development plans of various
nations*. In recent years, the Chinese government has
continued to promote the strategy of “Going Out” and has
proposed to establish a regional cooperation model through
the establishment of the “New Silk Road Economic Belt”.
These all have provided ampler market opportunities to
the international engineering contractors. Furthermore, the
Chinese government endeavors to promote the establishment
of the “Asian Infrastructure Investment Bank”. The setting up
of such bank will accelerate the progress of industrialization
and urbanization in the Asian countries, which provides strong
stimulus to the investment demand of infrastructures in the
Asian region and further accelerates the growth of the Chinese
international contractors, and facilitates their development into
an important player of the global infrastructure market.

Recently, European and American large-scale international
engineering contractors have actively adjusted the market
layout and performed dynamically. With the support from the
relevant governments, Korean and Japanese international
contractors have gradually expanded into the African
markets. Russia and Brazil have shown their keen interests
in participating in the regional transportation networks in
Africa. Going forward, the Chinese international engineering
contractors will face increasing competition pressure in the
international markets®. However, as the Chinese international
engineering contractors have operated in overseas markets for
many years, they maintain traditional advantages in the Asian
and African markets. At the same time, although unrests in
countries such as Iraqg, Ukraine and Syria in the first half of
2014 have hindered the progress of projects undertaken by the
Chinese international engineering contractors in such regions
to a certain extent, in the wake of the further integration of the
Chinese and global economy, positive economic situation in
China will provide a solid backup to the Chinese international
engineering contractors when they cope with more intense
overseas competitions and further expand international
markets.

BEERWR DT
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Trading Business

The development of the world’s economy has remained
unstable this year, yet the overall growth momentum is obvious.
The Organisation for Economic Co-operation and Development
(OECD) forecasts that the growth of the global economy will be
3.4%, whereas the forecast of the International Monetary Fund
(IMF) is 3.6%. World Trade Organization (WTO) anticipates that
the growth of the global trading volume will be 4.7%, which
shows an increase of 2.6% as compared to that in 2013.
The trend of the overall economic and trading development
is positive®.

In the first half of 2014, the overseas trading industry of China
enjoyed opportunities while facing continuous challenges. On
the one hand, as the global economy gradually recovered
and the incentivising effects of the policies of the Chinese
government in supporting the stable growth of foreign
trade slowly emerged, the confidence of export enterprises
remained high and the exports showed improvement each
month. However, on the other hand, the pressure brought by
complicated factors such as the stagnant growth of demand
from external markets, the aggravation of trade frictions and
the increase in domestic production costs was still apparent.
However, in overall, along with the recovery of the global
economy and the vigorous promotions of national policies, it
is expected that in the second half of this year, the import and
export growth of foreign trade will rebound significantly and
the pace of growth will start to pick up from the low level at
the beginning of the year’.

! Source: National Bureau of Statistics, Preliminary Accounting of
China’s GDP (Gross Domestic Product) in the first half of 2014
(http://www.stats.gov.cn/tjsj/zxfb/201407/t20140717_582698.html)

2 Source: regular press conference of the Ministry of Commerce
of the PRC (“MOFCOM”) on July 15, 2014

s Source: 2014 first press conference of the China International
Contractors Association (“CHINCA”) in March 2014

4 Source: 2014 first press conference of CHINCA in March 2014

5 Source: 2014 first press conference of CHINCA in March 2014

6 Source: regular press conference of MOFCOM on May 16, 2014

7 Source: regular press conference of MOFCOM on July 15, 2014

China Machinery Engineering Corporation
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Management Discussion and Analysis

BUSINESS OVERVIEW

The overall business of the Company maintained a steady
growth and achieved various business targets in the first half
of 2014. The revenue and profit attributed to the International
Engineering Contracting Business recorded a steady growth
as compared with the same period last year. The Trading
Business reversed its falling trend and rebounded through
adjustment and consolidation. For the Period, the International
Engineering Contracting Business accounted for approximately
76.0% of our total revenue, whereas its gross profit accounted
for approximately 87.8% of our total gross profit, which
established a solid foundation for achieving the business target
of the whole year of 2014.

International Engineering Contracting Business

We are a leading international engineering contracting and
services provider with a primary focus on EPC projects and
with particular expertise in the power sector. The International
Engineering Contracting Business is one of the traditional core
businesses of the Group. It represents approximately 76.0% of
the Group’s total revenue for the Period. In particular, revenue
from the power sector accounted for approximately 84.7%
of the Group’s total revenue of the International Engineering
Contracting Business, whereas the gross profit of the power
sector accounted for approximately 94.5% of the total gross
profit of the International Engineering Contracting Business.
Gross profit margin maintained at an industry-leading level of
approximately 24.7%.

BEERWR DT

E3 %A
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Management Discussion and Analysis

BEE N DN

Details of the International Engineering Contracting Business

for the Period, compared with those for the Corresponding

Period in 2013, are set out in the table below:

NREHIAHEBER TRRAR R
15 - AN2013FRMM L BHT

Six months Six months
ended ended
June 30, June 30, Increase/
2014 % of Total 2013 (decrease)
HZ2014% HZE2013F
6A30A 67308 i,/
EREA BEN% IEREA OR)
RMB million RMB million
ARBEET ANREEET
Revenue Power WA BHR 7,141.7 84.7% 7117.3 0.3%
Transportation RpES 448.7 5.3% 270.8 65.7%
Telecommunications 1 EA 55.6 0.7% 132.1 (57.9%)
Non-Core Sectors FRROITE 782.7 9.3% 483.9 61.7%
Total @t 8,428.7 100% 8,004.1 5.3%
Gross profit  Power 7 W 1,762.1 94.5% 1,702.1 3.5%
Transportation RBEH 30.1 1.6% 334 (9.9%)
Telecommunications 1@ 4.4 0.2% 17.3 (74.6%)
Non-Core Sectors FROTE 68.9 3.7% 22.8 202.2%
Total @t 1,865.5 100% 1,775.6 5.1%

China Machinery Engineering Corporation
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Management Discussion and Analysis

BEERWR DT

Six months Six months

ended ended
June 30, June 30, Increase/
2014 % of Total 2013 (decrease)

HZ20145F EZ2013F
6A30A 64308 m/
EAR1EA BEN% LEREA Oad)

US$ million US$ million

BEEET BEET
Newly effective  Power FENER EHER 16.8 8.5% 702.4 (97.6%)
contract value Transportation x| RimiEs 40.0 20.3% 120.4 (66.8%)
Telecommunications 1 - - 183.2 -
Non-Core Sectors FRLTE 140.4 71.2% 157.6 (10.9%)
Total Foy 197.2 100% 1,163.6 (83.1%)

As at As at
June 30, December 31, Increase/
2014 % of Total 2013 (decrease)
20145 R2013% #m,/
6A30H BEN% 124318 (R4)

USS$ million US$ million

ET-E5A BEET
Backlog Power AT ENER 4,727.1 67.1% 5,869.1 (19.5%)
Transportation AEE  RBEH 834.2 11.9% 875.5 (4.7%)
Telecommunications EFEA 331.0 4,7% 340.6 (2.8%)
Non-Core Sectors FROITE 1,147.9 16.3% 1,131.7 1.4%
Total @t 7,040.2 100% 8,216.9 (14.3%)
Signed contracts Power BEHN EWIED 5,233.8 41.9% 5,798.9 (9.7%)
pending to be Transportation BFEX RimiEY 3,519.0 28.2% 3,619.0 -
effective Telecommunications & E1EA 100.0 0.8% 100.0 -
Non-Core Sectors ERDITE 3,641.3 29.1% 4,058.0 (10.3%)
Total @t 12,494.1 100% 13,475.9 (7.3%)

Interim Report 2014
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BEE W R D 1‘)?

As at June 30, 2014, the Group had undertaken engineering M2014F6 A30H « AEE M T2
contracting projects in more than 48 countries over the world, BIAE R &iﬁiﬂ%fl.%‘ﬂ FZ
primarily in Asia, Africa, Europe and South America. g - BN - BUMREZEM -
The following map indicates the locations of our engineering LA T # B 88 R 20091 A1H =
contracting projects from January 1, 2009 to June 30, 2014: 201456 H30RHMITIERBIEER K
e :
Tnnldad and Tobago g;;%f; ! S‘;)?uorm
*E;Mew(;umea
¥
P4
The following table sets forth a breakdown of the revenue from TREFNAEE R KRB E2013F F
the Group’s international engineering contracting projects by iz @E H R TIEEABIEEB K
geographic locations for the Period, compared with those for NGEE
the Corresponding Period in 2013:
Six months ended June 30,
BZ6H30A LL~EA
2014 2013
2014% 20134

RMB million % of Total RMB million % of Total

AREFTET HBEH% AREHET ABEEA %
Asia Y 4,443.5 52.7% 2,366.7 29.6%
Africa FEM 1,741.0 20.7% 2,508.6 31.3%
Europe BOM 1,413.5 16.8% 2,108.2 26.3%
South America =M 830.7 9.8% 1,020.6 12.8%
Total st 8,428.7 100% 8,004.1 100%

China Machinery Engineering Corporation
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Management Discussion and Analysis

Satisfactory Project Performance

As of June 30, 2014, the total backlog for the International
Engineering Contracting Business was US$7,040.2
million, of which, approximately 67.1%, 11.9%, 4.7%
and 16.3% of the contract values were attributable
to the Group’s power sector, transportation sector,
telecommunications sector and other non-Core Sectors,
respectively.

The execution of projects under the International
Engineering Contracting Business during the Period was
satisfactory. The Group strictly controlled project costs
and ensured that the quality, progress and safety levels
were all up to standard. Six projects were completed on
schedule in the Period, involving a total project value of
US$976.21 million.

Numerous challenges arose during the construction of
the Belarus Lukoml 400MW combined cycle power plant
and Belarus Brest 400MW combined cycle power plant
projects in Belarus. However, the Group successfully
overcame the technical obstacles and precisely met
the technical standard. Notwithstanding the scarcity of
resources and extremely cold weather, we completed the
projects on time, which not only gained high recognition
from the project owners, but also demonstrated our
precise technical capabilities and excellent construction
standard. In addition, the first distributed power-related
project undertaken by the Company in Wuxi, Jiangsu,
China achieved grid connection and has been on trial of
power generation, marking the successful entrance of
the Company into the solar energy industry and further
expanding our business scope and market coverage. The
project was launched on December 30, 2013 and lasted
for around two months. We have successfully completed
the different stages of the project, including component
installation, adjustment and trial run, operation and grid
connection. Besides, the project was rated number one
in Wuxi in various categories, including the first distributed
photovoltaic power generation project with the largest
unit capacity, the first distributed photovoltaic power

BEERWR DT
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generation project with integration of power grid with
medium voltage accessing the high voltage users, and the
first distributed photovoltaic power generation project that
has established a first class dispatching relationship with
the State Grid. It signified that the Company has achieved
concrete results in the exploration and development
of new energy, establishing a cornerstone for further
development in that field in the future.

Moreover, several projects of the Company also made
milestone development. The construction of the
GaranGousso substation in N’'Djamena and the 90kV cable
interconnection work of the Farcha2 to GaranGousso
substation passed 24-hour no-load trial operation
and completed each test with charge equipment. The
IZDEMIR 1x350MW supercritical power plant in Turkey
was successfully integrated into the power grid, having
achieved full load in one time and commenced power
generation. The Thaukyegat (2) hydropower project in
Myanmar received the final acceptance certificate issued
by the project owner, signifying the official delivery after
the performance of the underlying contract in Myanmar.
Generator No.2 of phase Il of the 2X300MW Puttalam
coal power project in Sri Lanka started commercial
operation after the temporary delivery certificate was
signed. The Limbe stadium project in Cameroon received
a temporary acceptance certificate issued by the Ministry
of Sports of Cameroon, the project owner. Thus far, the
Limbe stadium project has reached its one-year warranty
period. During the period under review, both internal
and external projects of the Company demonstrated
impressive progress, and were completed on schedule.

In addition, for the Period, under the intense political
situation in Iraqg, the Company launched a comprehensive
program and activated the emergency warning system.
We successfully organized and completed the evacuation
of staff who worked in the power stations in Irag, and
became a role model on safe evacuation of staff under
emergency situations for Chinese enterprises operating
in Irag.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Adjustment and Stepped-up Efforts in Market
Development

For the Period, newly effective contract value of the
Group amounted to US$197.2 million, representing
a decrease of approximately 83% as compared with
the Corresponding Period in 2013. In the first half of
2014, the economy of China was still in an adjusting
period. Although the government introduced various
“micro-incentives” policies, more time is required for the
policies to take effect and the stimulus to the economy
is currently weak. Meanwhile, the Group implemented
a stricter operation management measures for better
control on external risks. In order to ensure the quality of
projects and the liquidity of the Company, we also further
raised the contracting requirements and started to select
projects in a more cautious manner, which led to a drop
in the number of new projects acquired.

Even so, there were highlights on the project development
of the Group in the first half of 2014. The contract relating
to the Philips student apartment project in Canada has
come into effect, signifying the Group’s official entrance
into the infrastructure sector of the developed countries.
In response to the strategy of “One Belt and One Road” in
China, the Group reached into cooperation intention with
both the Government of Pakistan and some companies in
Pakistan in different projects. The signing of the strategic
cooperation agreement with Wuxi Guolian Environmental
Energy Group Co., Ltd. laid a solid foundation for the
Company to further develop in domestic and overseas
new energy projects in the future. Moreover, the Belgrano
cargo railway rehabilitation project in Argentina has
acquired the executive order signed by the Argentinian
President, and the project’s supplemental loan agreement
was signed under the witness of the Chinese President Xi
Jinping in July 2014. This provides a smoother path for
bringing the contract into effect and offers strong support
for the Company to explore the South American market
in the future.

As at June 30, 2014, the value of the signed contracts
pending to be effective under the International
Engineering Contracting Business of the Group amounted
to US$12,494.1 million, of which the power sector
accounted for approximately 41.9%.
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Trading Business

During the Period, the adjustment and consolidation of the
Trading Business began to bear fruit. The Company has
commenced the internal integration of the trading segment
since the end of last year, under which, China Machinery
Industrial Products Co., Ltd. would be the leading entity, while
five trading subsidiaries in Beijing will be reorganized by way
of custodian arrangement. Meanwhile, with China Machinery
Engineering Wuxi Co., Ltd as the leading entity, the “Eastern
China Business Department” has been established jointly
with China National Machinery & Equipment Import & Export
(Suzhou) Co., Ltd, Shanghai Zhong Jing Import & Export
Corporation and Euro M.E.C. GmbH (Germany). By virtue of
the above initiatives, two main forces of the trading groups
are formed inside and outside Beijing. We are committed
to reorganizing our segments and businesses in order to
promote the transformation of the operation model and to
push forward the transformation of the trading subsidiaries
from product merchant to value-adding service provider and
further development in the direction of solution provider with
the goal of gradually moving away from pure trading business
characterized by low profit, high risk and advancement of
credits. According to the result of the first half of the year, the
Group achieved an obvious result through reorganization and
contained the continuous recession in the Trading Business.
The core business of the Trading Business and the variety
of products further increased, which formed a distinctive
operation model in the respective fields, including those of
forging and casting goods, electrical products and new energy,
and achieved a better economic benefit. It is anticipated that
the Trading Business will continue to pick up this upward trend
in the second half of the year.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Details of the Trading Business for the Period, compared with

BEERWR DT

TREINBEAHHEE S XBFBE

those for the Corresponding Period in 2013, are set out in the [F2013 4 [FI EARY EL BT
table below:
Six months Six months
ended ended
June 30, June 30, Increase/
2014 % of Total 2013 (decrease)
220145 HZ2013%F
6A30A 64300 #,/
EAEA RN % 178 A 0:2
RMB million RMB million
AREBET ANREEET
Revenue International trade KA HIEE 5 1,791.5 80.2% 1,615.8 10.9%
Domestic trade NE 5 441.1 19.8% 369.3 19.4%
Total @t 2,232.6 100% 1,985.1 12.5%
Gross profit  International trade ~ EFI BRE 5 108.2 80.5% 96.9 11.7%
Domestic trade BAES 26.2 19.5% 14.3 83.2%
Total @t 134.4 100% 111.2 20.9%
Other Businesses C. HtEK

In addition to the Group’s International Engineering
Contracting Business and Trading Business, the Group
also operates the Other Businesses, including the provision
of design services, logistics services, exhibition services,
tendering agency services and other services (including the
export-import agency services), and conducting strategic
equity investment. During the Period, revenue and gross
profit margin from the Other Businesses decreased slightly,
whereas gross profit margin remained at a relatively high
level within the industry.

BRTAREBENBRTEABDERRE
HEBI  REETELEHMETR -
BREEHERFRE  ORRE  RE
R - HEBERERE REMRE (8
A OAEARTS) - WU FERBS MR
BIRE - RAHIME KB HEMEKD
WAMEF R T - BEME]
HRETEARSKYE -
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BEERWR D

Details of the Group’s Other Businesses for the Period,

compared with those for the Corresponding Period in, 2013,

are set out in the table below:

RIS B AN B E AL X F
BER2013F R ML BE T -

Six months Six months
ended ended
June 30, June 30, Increase/
2014 % of Total 2013 (decrease)
HZ2014% HZ2013F
6A30A 64308 m,/
LEAEA BEB% LERTE A OR)
RMB million RMB million
ARBEET AREBET
Revenue Logistics services WA iR 142.4 33.2% 160.9 (11.5%)
Design services FETIR 197.3 46.0% 126.5 56.0%
Exhibition services RERY 59.8 14.0% 114.4 (47.7%)
Tendering agency TRERRE
services R 5.9 1.4% 5.5 7.3%
Export-import agency EHORE
services PR 4.4 1.0% 10.4 (57.7%)
Other Hity 18.8 4.4% 20.5 (8.3%)
Total @t 428.6 100% 438.2 (2.2%)
Gross profit  Total EYil @t 125.7 100% 136.0 (7.6%)
Ill. HUMAN RESOURCES . ABER

As at June 30, 2014, the Group had 2,661 (December 31,
2013: 2,633) employees. Employees’ remuneration comprises

basic salary and performance salary. The performance salary is

determined according to the assessment of the performance

of all the staff. The Company does not adopt any pre- or post-

IPO share award scheme or share option scheme as incentive

to eligible employees.

China Machinery Engineering Corporation
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Management Discussion and Analysis

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 interim report
and other sections therein.

1. Overview

For the Period, several of the Group’s key financial
indicators slightly improved: revenue, gross profit and
profit before taxation all increased. The International
Engineering Contracting Business, the Group’s core
business, maintained a higher level of gross profit margin
and recorded an increase in revenue of approximately
5.3% as compared with that in the Corresponding Period
in 2013. The Group’s ever more profitable and premium
power sector continued to occupy core position, and the
Group’s business structure remained stable.

2. Revenue

The Group generated its revenue from its International
Engineering Contracting Business, Trading Business and
Other Businesses.

During the Period, the Group’s revenue amounted
to RMB11,089.9 million, representing an increase of
approximately 6.4% as compared with the Group’s
revenue for the Corresponding Period in 2013.

BEERWR DT
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KERIBRERI - & BRI TRER
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5.3%H)IE R - AEBAFER
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=
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2. KA
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The following table sets out, for the periods indicated, the TREHNFRAR AR EE =
amount and percentage of the Group’s total revenue by EBoHFENBASERIGR
each of the Group’s three business segments: SEBRANE DL

Six months ended June 30,
BZ6H30HL<EA

2014
20144
RMB million % of Total
ARBEET HEEH %

2013
20134
RMB million % of Total
AREFET AEEE %

International B T2

Engineering REEE

Contracting

Business
Power BHEER 7,141.7 64.4% 7,117.3 68.3%
Transportation ZiBIEH 448.7 4.0% 270.8 2.6%
Telecommunications BB 55.6 0.5% 132.1 1.3%
Non-Core Sectors IERNTE 782.7 7.1% 483.9 4.6%
Trading Business BH¥EK
International trade BEE 5 1,791.5 16.1% 1,615.8 15.5%
Domestic trade BANE S 4411 4.0% 369.3 3.5%
Other Businesses Hib i 428.6 3.9% 438.2 4.2%
Total st 11,089.9 100% 10,427.4 100%
1) International Engineering Contracting 1) BERIBREER

Business

For the Period, the Group’s revenue generated from
the International Engineering Contracting Business
amounted to RMB8,428.7 million, which accounted
for approximately 76.0% of the Group’s total
revenue for the Period, representing an increase of
approximately 5.3% as compared with RMB8,004.1
million in the Corresponding Period in 2013, primarily
due to the increase in revenue from the non-Core
Sectors and transportation sector.

China Machinery Engineering Corporation
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Management Discussion and Analysis

For the Period, revenue from the power sector
amounted to RMB7,141.7 million, representing an
increase of approximately 0.3% as compared with
RMB7,117.3 million in the Corresponding Period in
2013, which is at substantially the same level.

For the Period, revenue from the transportation
sector amounted to RMB448.7 million, representing
an increase of approximately 65.7% as compared
with RMB270.8 million in the Corresponding Period
in 2013, primarily attributable to the significant
progress in the construction of the vessel projects
in Asia during the first half of 2014.

For the Period, revenue from the telecommunications
sector amounted to RMB55.6 million, representing
a decrease of approximately 57.9% as compared
with RMB132.1 million in the Corresponding Period
in 2013, mainly due to the higher progress of
the telecommunications projects in Asia for the
Corresponding Period in 2018.

For the Period, revenue from the non-Core Sectors
amounted to RMB782.7 million, representing an
increase of approximately 61.7% as compared with
RMB483.9 million in the Corresponding Period in
2013, primarily attributable to the significant progress
of the university town project and municipal medical
project in Africa and the water supply and sewage
treatment projects achieved in Asia during the first
half of 2014.

BEERWR DT
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BEERWR D

2)

3)

Trading Business

For the Period, the Group’s revenue generated from
the Trading Business amounted to RMB2,232.6
million, which accounted for approximately 20.1% of
the Group’s total revenue for the Period, representing
an increase of approximately 12.5% as compared
with RMB1,985.1 million in the Corresponding Period
in 2013, which is attributable to the fact that the
adjustment and consolidation of the Group’s Trading
Business began to bear fruit during the first half of
2014.

For the Period, revenue from the international trade
amounted to RMB1,791.5 million, representing an
increase of approximately 10.9% as compared with
RMB1,615.8 million for the Corresponding Period in
2013, primarily due to the significant progress made
in the chemical fertilizer supply project in Asia during
the first half of 2014.

For the Period, revenue from the domestic trade
amounted to RMB441.1 million, representing an
increase of approximately 19.4% as compared with
RMB369.3 million for the Corresponding Period in
2013, mainly as a result of an increase in the trading
volume of metal and chemical products.

Other Businesses

For the Period, the Group’s revenue generated
from the Other Businesses amounted to RMB428.6
million, which accounted for approximately 3.9% of
the Group’s total revenue for the Period, representing
a decrease of approximately 2.2% as compared with
RMB438.2 million for the Corresponding Period in
2013, and hence was at substantially the same level.

China Machinery Engineering Corporation
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Cost of Sales

The Group’s cost of sales increased by approximately
6.7% to RMB8,964.3 million for the Period compared with
RMB8,404.6 million for the Corresponding Period in 2013.

Gross Profit and Gross Profit Margin

1)

Gross Profit

During the Period, the Group’s gross profit amounted
to RMB2,125.6 million, representing an increase of
approximately 5.1% as compared with RMB2,022.8
million for the Corresponding Period in 2013.

Gross profit of the Group for the Period consists of

BEERWR DT

3. SHERXK
RARR  NEBMEEKRKEAS
A R #8,064.36 & Jr © M2013
FRIEPRI A ARMES 404.6F B
T v SEIEH A6.7% °

4. EFEFRERER
1) EF

RAHE  AEENENA
ANRBE21256E 8 T &
20134 [A] B8 A R #2,022.8
BETIEMLIS51% °

KA - NREBEMBEK

the following:

BRI

Six months ended June 30,

HZ6H30HLAMEA
2014 2013
2014F 20134

RMB million % of Total RMB million % of Total

AR¥EET HBEN% AREHET AR %
International Engineering Bl T2

Contracting Business ARBER

Power EWE 1,762.1 82.9% 1,702.1 84.1%
Transportation RiBiER 30.1 1.4% 33.4 1.7%
Telecommunications BFEHA 4.4 0.2% 17.3 0.9%
Non-Core Sectors IERANTE 68.9 3.2% 22.8 1.1%
Trading Business BREK
International trade BRE 5 108.2 51% 96.9 4.8%
Domestic trade NE5 26.2 1.2% 14.3 0.7%
Other Businesses BHER 125.7 6.0% 136.0 6.7%
Total Fe 2,125.6 100% 2,022.8 100%
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from
the International Engineering Contracting
Business amounted to RMB1,865.5 million,
which accounted for approximately 87.7% of
the Group’s total gross profit for the Period,
representing an increase of approximately 5.1%
as compared with RMB1,775.6 million for the
Corresponding Period in 2013, primarily due to
the increase in gross profit in the power sector
and non-Core Sectors.

For the Period, gross profit of the power sector
amounted to RMB1,762.1 million, representing
an increase of approximately 3.5% as compared
with RMB1,702.1 million for the Corresponding
Period in 2013, primarily due to the significant
progress in a power station project in Asia
during the Period.

For the Period, gross profit of the transportation
sector amounted to RMB30.1 million,
representing a decrease of approximately
9.9% as compared with RMB33.4 million in
the Corresponding Period in 2013, mainly
attributable to the completion and delivery of
vessels to a project owner in Europe in relation
to vessels construction project in 2013.

For the Period, gross profit of the
telecommunications sector amounted to
RMB4.4 million, representing a decrease of
approximately 74.6% as compared with
RMB17.3 million in the Corresponding Period
in 2013, primarily due to the significant progress
of the telecommunications project with higher
profit margin in Asia in the Corresponding
Period in 2013.
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For the Period, gross profit of the non-Core
Sectors amounted to RMB68.9 million,
representing an increase of approximately
202.2% as compared with RMB22.8 million
in the Corresponding Period in 2013, primarily
attributable to the significant progress of the
university town project and the rehabilitation of
municipal water supply and sewage treatment
works projects in Africa and the water supply
and sewage treatment projects in Asia during
the Period.

Trading Business

For the Period, the Group’s gross profit from
the Trading Business amounted to RMB134.4
million, which accounted for approximately 6.3%
of the Group’s total gross profit for the Period,
representing an increase of approximately
20.9% as compared with RMB111.2 million for
the Corresponding Period in 2013, primarily due
to the increase in turnover and gross profit from
the international and domestic trade.

Other Businesses

For the Period, the Group’s gross profit from
the Other Businesses amounted to RMB125.7
million, which accounted for approximately 6.0%
of the Group’s total gross profit for the Period,
representing a decrease of approximately 7.6%
as compared with RMB136.0 million for the
Corresponding Period in 2013, primarily due to
the decrease in export-import agency business,
logistics services business and exhibition
services business.
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2) Gross Profit Margin

During the Period, the Group’s gross profit
margin was approximately 19.2%, compared with
approximately 19.4% for the Corresponding Period in
2013, and hence was at substantially the same level.

Gross profit margins of the Group for the Period are
set out in the following table:

2) EFE
RAEARE - REBERERN X

#4919.2% - 8220134 A E1 49
/319 4% EARFEF o

RAHE  AEEENXE
FIERIAT

Six months ended June 30,

HZE6H30HIEAEA

2014 2013
20144 20134
% %

International Engineering BT
Contracting Business R ETK 22.1% 22.2%
Power BHEER 24.7% 23.9%
Transportation RiBiES 6.7% 12.3%
Telecommunications BBl 7.9% 13.1%
Non-Core Sectors IERZONTTEE 8.8% 4.7%
Trading Business BEREK 6.0% 5.6%
International trade R E 5 6.0% 6.0%
Domestic trade NE 5 5.9% 3.9%
Other Businesses Hapik 29.3% 31.0%
Total HEt 19.2% 19.4%

34 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 approximately 22.1%, which was
substantially the same as approximately 22.2%
for the Corresponding Period in 2013.

For the Period, the gross profit margin of
the power sector increased to approximately
24.7%, as compared with approximately 23.9%
for the Corresponding Period in 2013, mainly
attributable to the significant progress of
projects with higher gross profit margin in Asia
during the first half of 2014.

For the Period, the gross profit margin
of the transportation sector decreased
to approximately 6.7%, compared with
approximately 12.3% in the Corresponding
Period in 2013, primarily due to the delivery of
vessel to a particular project owner in Europe
in relation to vessels construction project which
have a higher gross profit margin in 2013, while
there was no similar project with high gross
profit margin during the Period.

For the Period, the gross profit margin of
the telecommunications sector decreased
to approximately 7.9%, compared with
approximately 13.1% in the Corresponding
Period in 2013, mainly attributable to the
significant progress of the telecommunications
projects with higher gross profit margin in Asia
in the Corresponding Period in 2013.

For the Period, the gross profit margin of the
non-Core Sectors increased to approximately
8.8%, representing an increase of approximately
4.1% as compared with approximately 4.7%
in the Corresponding Period in 2013, primarily
attributable to the significant progress of the
university town project and the rehabilitation of
municipal water supply and sewage treatment
works projects in Africa and the water supply
and sewage treatment projects in Asia with
higher profit margin during the first half of 2014.
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i)

i)

Trading Business

For the Period, the gross profit margin of
the Group’s Trading Business increased
to approximately 6.0%, compared with
approximately 5.6% for the Corresponding
Period in 2013, primarily due to the increase
in the gross profit margin of the domestic trade
as compared with that for the Corresponding
Period in 2013.

Other Businesses

For the Period, the Group’s gross profit
margin for the Other Businesses decreased
to approximately 29.3%, compared with
approximately 31.0% for the Corresponding
Period in 2013, primarily due to the shrink in
businesses with higher profit margin including
logistics services and exhibition services.

5. Other Revenue

The Group’s other revenue decreased by approximately
30.8% to RMBO0.9 million for the Period as compared with
RMB1.3 million for the Corresponding Period in 2013.
This decrease is mainly attributable to the decrease in

government subsidies during the Period as a result of the

adjustment in governmental policies in different industries.

China Machinery Engineering Corporation
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Other Income/(Expenses), Net

The Group’s other income/(expenses), net amounted
to RMB(190.8) million for the Period as compared with
RMB48.0 million for the Corresponding Period in 2013.
The other income/(expenses), net is mainly attributable
to the loss for the Period arising from a fair value change
on foreign currency forward exchange contracts and an
interest rate swap contract.

Selling and Marketing Expenses

The Group’s selling and marketing expenses increased by
approximately 9.8% to RMB577.1 million for the Period as
compared with RMB525.7 million for the Corresponding
Period in 2013. This increase is mainly attributable to the
increase in wages and benefits as well as transportation
and storage expenses.

Administrative Expenses

The Group’s administrative expenses increased by
approximately 2.5% to RMB252.4 million for the Period as
compared with RMB246.3 million for the Corresponding
Period in 2013. This increase is mainly attributable to the
increase in wages and benefits and consultancy fees.

Other Operating Expenses

The Group’s other operating expenses increased by
approximately 28.1% to RMB61.1 million for the Period
as compared with RMB47.7 million for the Corresponding
Period in 2013. This increase is mainly attributable to the
increase in impairment loss on receivables as compared
with that in the Corresponding Period in 2013.
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10.

11.

12,

Profit from Operations

The Group’s profit from operations decreased by
approximately 16.6% to RMB1,045.1 million for the
Period as compared with RMB1,252.4 million for the
Corresponding Period in 2013. This decrease is mainly
attributable to the loss for the Period arising from a fair
value change on foreign currency forward exchange
contracts and an interest rate swap contract.

Finance Income/Finance Expenses

The Group’s finance income increased by approximately
17.5% to RMB455.3 million for the Period as compared
with RMB387.4 million for the Corresponding Period in
2013. This increase is mainly attributable to the increase
in interest income from bank deposits. The Group’s
finance expenses decreased by approximately 94.5%
to RMB15.5 million for the Period as compared with
RMB282.5 million for the Corresponding Period in 2013.
This decrease is mainly attributable to the increase in
exchange gain due to the depreciation of RMB against
USD, HKD and other foreign currencies in the first half
of 2014. As a result, the Group’s net finance income
increased by approximately 319.3% to RMB439.8 million
for the Period as compared with the net finance income of
RMB104.9 million for the Corresponding Period in 2013.

Income Tax

The Group’s income tax increased by approximately
12.1% to RMB398.7 million for the Period as compared
with RMB355.7 million for the Corresponding Period in
2018.
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13.

14.

15.

16.
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Profit for the Period

As a result of the foregoing, the Group’s net profit
increased by approximately 8.5% to RMB1,086.2
million for the Period as compared with RMB1,001.4
million for the Corresponding Period in 2013, and its
net profit margin increased by approximately 0.19%
to approximately 9.79% for the Period compared with
approximately 9.60% for the Corresponding Period in
2018.

Profit Attributable to the Shareholders

The profit attributable to the Shareholders increased
by approximately 8.7% to RMB1,087.6 million for the
Period as compared with RMB1,000.8 million for the
Corresponding Period in 2013.

Profit Attributable to the Holders of Non-
Controlling Interests

The loss attributable to the holders of non-controlling
interests of the Group amounted to RMB1.4 million for
the Period as compared with a profit of RMBO0.6 million
for the Corresponding Period in 2018.

Liquidity and Capital Resources

As at June 30, 2014, the Group’s cash and cash
equivalents increased by approximately 7.8% to
RMB15,686.2 million as compared with RMB14,550.2
million as at December 31, 2013, as a result of the
decrease in time deposits.

As at June 30, 2014, the Group’s borrowings decreased
by approximately 4.8% to RMB298.9 million as compared
with RMB313.9 million as at December 31, 20183.
RMB255.4 million (including RMB73.8 million of long-
term borrowings due within one year) was short-term
borrowings and the remaining amount of RMB43.5 million
was long-term borrowings.
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17.

18.

19.

Major Investment

The Group made no major investment during the Period.

Major Acquisitions and Disposals

The Group had no major acquisition and disposal during
the Period.

Significant Event

In June 2014, Irag was subject to intense political
and military turbulence. Islamic State of Iraq and the
Levant (ISIS) and aligned forces began a major attack in
northern Irag against the Iragi government. Faced with
the dangerous and complicated situation, the Company
activated the emergency warning system immediately. By
the careful arrangement and elaborate organization of the
leadership and frontline command group of the Company,
all personnel on site of the Company’s contracted project
relating to the construction of Salah Al-din 2 X 630MW
power plant in Irag were promptly and successfully
transferred to a safe area.

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, while financing the remainder primarily through

bank borrowings and proceeds from Listing.
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Cash flows 1. BE&RE

THREINFE MR ABAERNIE SR
for the Period, together with the comparative figures for SR ER2013F RE LR
the Corresponding Period in 2013: HF

The following table sets forth a summary of our cash flows

Six months ended June 30,

BZ6H30HLKMEA
2014 20183
20145 20134
(RMB million) (RMB million)
(ARE¥EET) (AEEFEZET)
Net cash used in operating activities REEHMANRE TR (559.1) (141.0)

Net cash generated from investing RERHELNRRFHE
activities 1,688.6 1,657.7
REED (FFA)/ EE

Net cash (used in)/generated from

financing activities KIS FE (18.2) 408.4
Net increase in cash and cash RekBSEMEM

equivalents FER 1,111.3 1,925.1
Cash and cash equivalents RERENHR e RIRE

at the beginning of the Period ZEY) 14,550.2 12,089.4
Effect of foreign exchange rate changes RS liol-Z 24.7 (105.5)
Cash and cash equivalents FHEARNRE R

at the end of the Period ReEEY 15,686.2 13,909.0

R2014%F6830H © A& & B
RebBREeEEWAEARE
15,686.2B &L * MHR2013F 12

As at June 30, 2014, the Group’s cash and cash
equivalents increased by approximately 7.8% to
RMB15,686.2 million as compared with RMB14,550.2

million as at December 31, 2013. The main source of
the Group’s operating capital is the decrease in cash
investment in time deposits.

A31RAIAAR®E14,55028 &
IT IR A7.8% » NEBHL
EESRREIEAERERENE
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Cash flows from operating activities

For the Period, we had net cash used in operating
activities of RMB(559.1) million. Net cash used in
operating activities was a result of operating profit
before changes in working capital in the amount of
RMB1,483.9 million, a cash outflow due to changes in
working capital of RMB1,620.2 million and income tax
paid in the amount of RMB422.8 million. The changes in
working capital mainly included a decrease in receipts in
advance of RMB1,473.8 million, an increase in receivables
for construction contracts of RMB979.3 million and an
increase in trade and other receivables of RMB979.3
million. Such amount was partially offset by an increase
in trade and other payables of RMB1,879.9 million.

Cash flows from investing activities

For the Period, our net cash generated from investing
activities was RMB1,688.6 million. Our cash inflow for
investing activities mainly consisted of a decrease in time
deposits of RMB1,163.7 million and interest income of
RMB272.7 million received.

Cash flows from financing activities

For the Period, our net cash used in financing activities
was RMB(18.2) million. Our cash outflow from financing
activities primarily consisted of repayments of borrowings
of RMB315.7 million. Cash inflow primarily consisted of
borrowings of RMB298.2 million obtained.
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Capital expenditures and capital commitments

Our capital expenditures consisted primarily of the
purchase of property, plant and equipment, investment
properties and lease prepayments. The Group’s capital
expenditures increased by approximately 116.1% to
RMB118.0 million for the Period as compared with
RMB54.6 million for the Corresponding Period in 2013,
mainly due to the satisfactory progress made in the
construction of the Group’s infrastructure projects of
fixed assets.

Our capital commitments mainly include the value of
contracts signed but not yet completed and the value
of contracts not yet signed but the budget of which
have been authorized. During the Period, the capital
commitments of the Group was RMB1,842.2 million,
representing an increase of approximately 7.0% as
compared with RMB1,721.9 million for the Corresponding
Period in 2013. It was mainly attributed to the certain
adjustment to the budget of the Group’s infrastructure
projects of fixed assets in China.

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.

BEERWR DT

BEXARXRERELE

BMNEAHAEETEREBEY
X HBELRZRE BEMERRE
RNAERE - RAEH - AEE
WEAREZABARMKI118.088
JL * 2013 R AR AR M54.6
BEIILIEME116.1% » TEHRN
AEBERBRTEEEZETBERE BRI
B—TEER -

RPN EAREZTERREERZT
BETEERITAREHEANITT
MWERREARFEEE I ER
r‘?ﬂime/\ﬂE’] IE"?J_/\\\Z’K/B;@
M AEEMERNEEZEAARE
1,842.28 & 7T+ B20134 [/ #i
BARE1,721.98 8B T N4
7.0%  FEHRAEELCRAHE
WETEEEZBERBERS —F
P -

YEES
(@) EZREMEBENIA

A E 5 N H W kIR
TZEREZREFALE
WRE - A EHFERNK
IR AR 75 40 B8 O . ftb & WA 3K
T R U B R AR A
AIFUA o

Interim Report 2014
=t SLELEE

43



44

Management Discussion and Analysis
EEENWER DN

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 in
the Corresponding Period in 2013:

TR AHE AR RR]F
BB S RWFANFHE S

I ARE

HRBAE X - ER

2013 F R L BRE T ¢

Six months Six months
ended June 30, ended June 30,

2014 2013
BZ2014F BZ2013F
6H30H Lt 6H30H 1k
~EA NEA
days days
& K&
The turnover days of the average BHEBFHES
trade receivables for the U T IBHY B E R
Trading Business (Note 1) (BizE1) 78 110
The turnover days of the average THE HRENFIER
trade payables (Note 2) BEXE (fi2) 236 215
Note 1: The average trade receivables for the Trading W1 BREBEHESER
Business are the sum of opening balance and the HIETSEDERE S

closing balance of trade receivables for the Trading
Business divided by two. The turnover days of
the average trade receivables for the Trading
Business are the average trade receivables for the
Trading Business divided by revenue of the Trading
Business and multiplied by 180.

Note 2: The average trade payables are the sum of opening
balance and the closing balance of trade 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, 2014 and December 31, 2013:

BEERWR DT

T & &5 720146 A30H
N2013F12A31HE 5 fE I
FIERERERRE (HIBRRE
B REZEAHMNERS
#T

As at As at
June 30, December 31,
2014 2013
R20145 20134
6H30H 12H31H

(RMB million) (RMB million)
(AR¥EE%) (ARFEETL)

Within 3 months 3fEA LA 1,307.1 1,306.5
3 to 6 months 3%61E A 716.7 218.5
6 months to 1 year 6EAZRIEF 468.6 301.8
Over 1 year —FpE 607.9 532.4

3,100.3 2,359.2

The Group’s credit policies with its customers
for the Period remained the same as that for the
Corresponding Period in 2013. We continually
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 at
June 30, 2014, allowance for doubtful debts for our
trade and bill receivables amounted to RMB546.0
million, accounting for approximately 15.0% of our
trade and bill receivables, compared with RMB461.3
million, accounting for approximately 16.4% of our
trade and bill receivables as at December 31, 2013.
The increase in allowance for doubtful debt from
2013 to 2014 was primarily due to the provision
we made in connection with certain trade and
bills receivables from our International Engineering
Constructing Business and Trading Business as a
result of evidences of significant financial difficulties
of debtors that came to our attention.
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(b) Trade and other payables ) EBZREAETHE
Our trade and other payables primarily consist of HPINE S R E M FER I
trade and bills payables, other payables related FTEREEZENFIELE
to agency services, accrued salaries, wages and NEE - RERBEENE
benefits and amounts due to fellow subsidiaries. MEMNFIE - EfxtFe - T
BEREMERERKBA R
FKIE o

The following table sets forth the aging analysis of TR H2014F6 A30H
our trade and bills payables based on the invoice N2013F12/831H F M &
date as at June 30, 2014 and December 31, 2013: 2 e IR K B SRR IR 3

FEHHRERRD T
As at As at
June 30, December 31,
2014 2013
20145 R20134F
6A30H 128318
(RMB million) (RMB million)
(AE¥EERT) (AREEET)
Within 3 months 3 A A 6,413.0 4,707.0
3 to 6 months 3£6{d A 703.5 761.4
6 months to 1 year 618 A =14F 2,018.9 534.1
Qver 1 year —FF 3,634.7 4,770.4
12,770.1 10,772.9

The Group’s credit policies with its suppliers for the
Period remained the same as that for 2013.
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VI. INDEBTEDNESS VI. B

1. Borrowings 1. BE

MN201496 A30H K£2013F12 A
318 ZMANFTEARRGMER

Our consolidated borrowings as at June 30, 2014 and
December 31, 2013 for the purpose of calculating the

indebtedness of our Company were as follows: BWEMEERT :
As at As at
June 30, December 31,
2014 2013
H2014F H20134F
6H30H 12H31H
(RMB million) (RMB million)
(AR¥EET) (AR EET)
Current: mED
Short-term borrowings EMHEE
Bank loans IRITER
unsecured mIER 7.3 16.9
secured BER 174.3 145.7
Subtotal /NEE 181.6 162.6
Add: current portion of e REEERRE
long-term borrowings B 73.8 71.7
Subtotal INEF 255.4 234.3
Non-current: FEMED
Long-term borrowings REEE
Bank loans IRITE
unsecured |IER 2.6 2.7
secured BER 114.7 148.6
Subtotal T 117.3 151.3
Less: current portion of long-term & : REMEE & B
borrowings 21 73.8 71.7
Subtotal et 43.5 79.6
Total et 298.9 313.9
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BEERWR D

Our short-term borrowings primarily include credit
borrowings, mortgage borrowings and guarantee
borrowings from commercial banks and other financial
institutions. As at June 30, 2014, our short-term
borrowings (including the current portion of long-term
borrowings) amounted to RMB255.4 million, accounting
for approximately 85.4% of our total borrowings.

Our long-term borrowings primarily included 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 (including the current
portion) amounting to RMB117.3 million as at June 30,
2014. As at June 30, 2014, our long-term borrowings
(excluding the current portion) amounted to RMB43.5
million, accounting for approximately 14.6% of our total
borrowings. The significant decrease in our interest-
bearing borrowings to RMB43.5 million as at June 30,
2014 was primarily due to the repayment of long-term
bank borrowings using cash generated from our business
operations with a view to reducing our finance expenses
and the decrease in projects that made use of export
seller’s credit financing.

As at June 30, 2014, certain of the Group’s borrowings
were secured by certain of the Group’s buildings with
an aggregate net book value of RMB4.5 million (as at
December 31, 2013: RMB4.7 million).

There had been no material defaults in repayment of our
bank borrowings and breaches of the finance covenants
during the Period.
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The maturity profile of our interest-bearing borrowings as
at June 30, 2014 and December 31, 2013 was as follows:

BEERWR DT

201496 A30H K%2013F12 A
318 HMWEFTEEERHAN
T

As at As at

June 30, December 31,

2014 20183

R20145 20134

6H30H 12H31H

(RMB million) (RMB million)

(AREEHET) (AR¥BZET)

Within 1 year or on demand 1FARNHERER 255.4 234.3
After 1 year but within 2 years 1FEE2F 40.9 73.7
After 2 years but within 5 years 2EFEE5F 2.0 4.0
After 5 years 5% A F 0.6 1.9
Total et 298.9 313.9

The Group monitors capital on the basis of gearing ratio.
Gearing ratio is derived by dividing total borrowings by
total assets multiplied by 100%. As of June 30, 2014,
the Group’s gearing ratio was approximately 0.89%, 0.09
percentage point lower than approximately 0.98% as of
December 31, 2013, mainly due to the repayments of
borrowings.

Contingent liabilities

The Group was involved in a number of legal proceedings
and claims against either the Company or a subsidiary
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.

REEBNERLEXEEERE
o EREETEEE BRI
BEBEHIRA100%E H o &
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For our export-import agency services, the Group issued
irrevocable letters of guarantee through certain banks
to buyers for the benefit of sellers, which guarantee the
repayment of advances paid by the buyers, plus interest
if applicable, if and when the total or part of the advances
becomes repayable to the buyers from the sellers in
accordance with the relevant contracts. These guarantees
are typically issued to provide security to a buyer in
paying an advance to a seller before the actual goods
are received, and the Group does not receive separate
consideration for issuing such guarantees. In order for
the Group to issue these letters of guarantee, the Group
requires the sellers to provide it with security interests on
their assets or guarantees from third parties that must
be sufficient to cover the total outstanding amount under
the respective letters of guarantee issued. As at June 30,
2014, the total outstanding amount under these letters of
guarantee issued was RMB869.2 million (as at December
31, 2013: RMB849.7 million), which are secured by the
sellers’ assets or guaranteed by certain banks on behalf
of the sellers.

VII. RISK FACTORS AND RISK MANAGEMENT

We are exposed to various types of market risks, including
currency risk, competition risk, credit risk, investment risk,
overseas management risk, project risk, safety and quality risk,
post project transfer risk and corruption risk. Our management
monitors our exposure to these risks to ensure appropriate
measures are in place and are implemented in a timely and

effective manner.
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Management Discussion and Analysis

Currency Risk

We are 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. We entered into foreign currency forward contracts to
lock in the value in RMB of some of our future cash receipts,
primarily in respect of the proceeds of our international
engineering contracting projects in order 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 the terms of such contracts corresponded to
the amounts of the foreign currency expected to be received.

Competition Risk

We compete with both domestic and foreign contractors
for our 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, we face competition
from engineering contractors with advanced technology
from the developed countries such as the US, Japan and
various European countries as the latter have relatively large
competitive advantages in global branch networks, information
collection, management and construction capabilities,
adaptability and brand name recognition, among other areas.
We will continue to leverage our competitive advantage in
pricing, especially for projects in the developing countries,
benefiting from lower labor cost and equipment price. We 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.
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We compete with both Chinese and foreign companies for
our international trading business. Competition with Chinese
companies engaged in the international trading business
focuses on price, range of products, suppliers and purchasers,
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,
we will continue to compete with the Chinese and foreign
companies by capitalizing on our financing capabilities and
value-adding services. With more than 30 years of operating
history in the international trading business, we believe we
have an edge over our PRC competitors within the industry
in terms of our extensive sales and marketing networks, long
established experiences in the international trading market,
well-trained commercial capabilities, strong capabilities in
providing financing solutions and good reputation.

Credit Risk

Our credit risk is primarily attributable to trade and other
receivables. We have a credit policy in place and our exposure
to these credit risks is monitored on an ongoing basis. Credit
terms extended to our customers are determined on a case-
by-case basis, depending on credit assessment carried out by
our management. Our credit terms granted to customers of
our Trading Business are normally about three to six months.
With respect to our 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. We conduct monthly
reviews of our credit risk as an internal control measure, and
we also conduct end-of-term period reviews to determine if we
need to make any necessary provisions for credit that we have
extended. As to credit risk for trade and other receivables,
we first evaluate the customer’s credit status and its ability to
guarantee the payment through establishing an appropriate
business evaluation system. Meanwhile, in order to establish
our risk control mechanism on trade and other receivables, we
implemented the policy to buy export credit insurance. For the
Trading Business, we and our trading subsidiaries are required
to buy unified export credit insurance from Sinosure; for the
International Engineering Contracting Business financed by
export seller’s credit, we typically buy export credit insurance
from Sinosure for our projects in order to meet financing needs
as well as to control credit risk for trade and other receivables.
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Management Discussion and Analysis

Investment Risk

Investment risks mainly represent any discrepancy between
actual return from investment and anticipated return caused
by factors which are out of our control or contingent factors
which cannot be ascertained when making an investment
decision. In addition, it also associates 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 investment projects. We have set up an
investment review committee and engaged independent third
parties such as financial advisor, taxation advisor and lawyer
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.

Overseas Management Risk

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

Project risk relates to risk associated with the projects for
our International Engineering Contracting Business. While
we consider power, transportation and telecommunications
sectors to be our Core Sectors, demand for our International
Engineering Contracting Business which is principally
international in nature depends on the general level of activity
and growth in the industries in which we operate and serve.
The actual portfolio of our 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
our International Engineering Contracting Business. They
may lead to an increase or a decrease of investment in and
number of new projects available to us, the type of projects
that we can undertake and delays in or cancellations of our
ongoing projects. While we take into consideration projected
costs and target profit margin during the pricing process
of our engineering contracting projects, profitability of our
International Engineering Contracting Business may still be
affected and our revenue may experience fluctuation.
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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, our 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 that we ensure compliance with the requisite
safety requirements and standards, we are subject to the
inherent risks of geological catastrophes, fire, toxic gas,
equipment failure and explosion and so on. Besides, our
employees are subject to the personal risks caused by unstable
security environment. Any personal injury or loss of life our
employees may suffer, damage to or destruction of properties
and equipment and other losses caused by force majeure in
the situations mentioned above would result in the delay in
our engineering contracting projects, extended occupation of
the time and efforts of our management, suspension of our
operations or even imposition of legal liabilities. We endeavor
to lower our exposure to the abovementioned potential risks
associated with our International Engineering Contracting
Business by taking measures including making contractual
arrangements with the project owners in the event of disruption
to the projects due to force majeure, seeking indemnities from
the project owners, subcontractors and suppliers, purchasing
construction, installation and engineering all-risks insurance,
third-party liability insurance and personal accident insurance,
strengthening our internal control system on ensuring 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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Post-project Transfer Risk

Our international engineering contracting projects are
contractually completed after the warranty period expires
and the project owner issues a final acceptance certificate.
During the course of use and operation by the project owner,
operational or quality issues may arise due to natural factors
such as hurricanes and tsunamis or improper operation
or maintenance by the project owner’s operational staff.
According to the contracts, we are 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 the
project transfer may adversely compromise our reputation,
as well as having a negative impact on customers’ overall
evaluation on us. Some of the project owners may require us
to bear costs for continuous maintenances or the change of
relevant parts, causing us losses not foreseeable under the
contracts. Since corporate reputation is the cornerstone for
our expansion of markets, we will step up the training for the
project owner’s operational staff and endeavor to enter into
operational maintenance guiding contracts with the project
owners, so as to enhance the operational and maintenance
capability of the project owners’ operational staff and avoid or
reduce the quality issues caused by improper manual handling
as far as possible. At the same time, we emphasize on the
cultivation of core markets and the sustainable development of
our business while attaching importance to collecting opinions
and comments from customers, actively communicating with
customers, as well as being committed to maintaining good
social benefits and corporate interests.
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Management Discussion and Analysis

Corruption Risk

Currently, the PRC government is 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 embezzlement of any employee will bring
material adverse effects to the reputation of our Company.
Being an international engineering contractor and service
provider, we cannot avoid carrying out necessary normal
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 the risks associated with
personal non-compliance of employees or even corruption
risks. We will continuously strengthen our internal control and
further improve the establishment of anti-corruption regime of
the Company as well as strengthening accountabilities. We
will, at the same time, actively embark on staff's compliance
trainings, so as to enhance the compliance awareness of staff
and increase their compliance consciousness.

VII.PROSPECTS IN THE SECOND HALF OF 2014

By virtue of the satisfactory operating results in the first
half of 2014, ample business reserves, sustainable market
competitiveness and strong potential in taking the lead in the
markets of the emerging economies in the future, the Company
is of full confidence that we will be able to achieve the annual
results target in 2014 and will continue to be on a steady and
fast track of development.

VIIL.

BEERWR DT

ZKER

B PEBRARBRAOERBBMN
ﬁ'ﬁﬁ%%lﬁmﬂlﬁﬁﬁﬂé

BICREEBRNEE NE  EFE
BEMEAZRIBFERTR  BEER
ABEBETREATNTZE - RAES

BRI EREN  B2PBEK
5 TRATHERA - FBES 5%
B EEEETETAREMETHNE
WERBEBSTEBME  LiBE
P REMAIEEGREERAER &
iacﬂrﬂ o P9 5 15 4B N se A ED
?ﬂ — T REENTRFEEGIE R
'ﬁkaLﬁ'HME@ﬁEE
ITEHREI - BRBEEEHEHR 15
BEEBBTENBEE

2014F ¥ FEKA =

ﬁ%mmii¥¢@ﬁmwﬁﬁﬁ
ENEKHE TMERFEDNHE
E%%ﬁﬁ%%Xﬁﬁ%ﬁ%ﬁ%%
FMB N  REIHRTEMR2014F 2 F
EHXEBERMELD - WIGEER
RIBERRMBERE X -

Interim Report 2014
=t SLELEE

o7



58

Ensure the Steady Growth of the International
Engineering Contracting Business

In the future, the Company will operate its International
Engineering Contracting Business by keeping abreast of
the national policies and strategies. The Company will
proactively adopt various measures to cope with the problems
encountered during the course of business development,
to strengthen quality control and to reduce risks in order
to ensure that different operational goals are fulfilled, thus
achieving a steady growth of the business.

Apart from maintaining the existing mature markets, the
Company will extend more efforts in exploring new markets at
the same time. The Company aims to consolidate its position
in the Asian and African markets and explore markets in
Central and Eastern Europe, Central Asia and South America
in order to effectively boost the number of contracts signed
and transaction values of such business. The Company will
seize the chance to ride on the national strategic adjustment
and grasp the market opportunities brought by the introduction
of the national incentive policies. Besides, we will keep closer
track of markets in the “Silk Road Economic Belt”, carefully
study the key policies of the “Sino-Pakistan Economic Corridor”
and keep an eye on the markets of Central Asia and Pakistan
in a proactive manner. Meanwhile, the Company will also speed
up the localization process of overseas markets and focus on
establishing operational branches in the core markets. The
Company will take these operational institutions as a platform
to explore the market demands, intensify comprehensive
exploration in the local markets and increase its business share
in the markets, as well as enhancing the brand reputation
and competitive advantages in regional markets. Besides, as
the progress in business regionalization is accelerating, the
Company will give priority to establishing regional operation
centres in areas with favourable conditions, integrate resources
of local markets and innovate the development model in
order to build up integrated competitive advantages. Through
further diversification of financing activities, especially in the
key markets and industries, the Company will implement the
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Management Discussion and Analysis

“investment-driven EPC” operating strategy to solidify and
improve the operational flow, as well as further strengthening
the self-building capacity of the Company and optimizing
the industry chains. As a leading international engineering
contractor, the Company has attached great importance to
the implementation of projects, continuous upgrade of the
quality of construction and ensuring the meeting of project
schedules. In the future, apart from consolidating its position in
the domestic market, the Company will also increase tenders
for domestic infrastructure projects, make a proactive attempt
in adopting franchise as the operational model and strike a
balance between the domestic and overseas businesses of
the Company.

Promote the Upgrading and Development of the
Trading and Service Business

In the second half of 2014, the Company will speed up the
process in transforming and upgrading the trading and service
business in order to put the business on the fast track of
development with a quality growth.

The Company will continue its reorganization of the trading
segments in order to ensure that each trading subsidiary is able
to fully leverage the synergistic, integrated and industrialized
edges after the reorganization, and ensure a steady growth of
the operational business. The Company will strictly manage the
business risk and will carry out sound risk management after
the reorganization while proactively expanding the business
segments. Under the unified and synergistic management
and strategic planning of the Company, each subsidiary will
integrate its own business characteristics and clarify its core
businesses and core products with a view to fully utilizing
its advantages and building the core brand. Apart from the
active adjustment of internal trading segments, the Company
will seize the opportunities brought by urbanization in PRC to
actively expand the domestic market by conducting thorough
analysis on key markets and steaming ahead with its key
projects. Meanwhile, the Company will grasp the development
opportunities in the fields of environmental protection and
new energy including solar energy, waste treatment, sewage
purification, etc., which are key drivers for future economic
growth.
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Corporate Governance and Other Information

i

*EAREMER

SHARE CAPITAL

As of June 30, 2014, 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 Board does not recommend payment of an interim
dividend 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, 2014, none of the Directors, Supervisors or
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

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As of June 30, 2014, 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
Directors, Supervisors or the chief executive of the Company)
which had 5% or more interests and short positions in the
Shares or the underlying Shares as recorded in the register

EEERKEMER

FTERRREMALTRES
MERORESNWESZRAR

M2014F6 A30H @ BLEMESF LA
NAEEEITHABFT Ak LA H A 75 =,
BHe AT BEZRSREE
1&BIE336IETFENERMF KRG
AR 1D 5% Bk A _E i 2s RK B R
B AT (BEF BEEHIARAEE

kept under section 336 of the SFO were as follows:

Long positions in the Shares

TTRABRRSN) BRI

BRBHER
Approximate  Approximate
Percentage of Percentage of
Shareholding  Shareholding
Number of Issued in the Relevant in the
Shares/ Class of Share Total Share
Underlying (Note 1)(%) (Note 1) (%)
Shares Held HEERG ERA
Capacity/ (Share) BRIRE HERE
Name of Shareholders Class of Shares  Nature of Interest B RTRE / R BHBAL
BRRER gngRl 5%/ BRtE HRRANHA (R)  (HiE1) (%) (H71) (%)
SINOMACH Domestic Shares  Interests of beneficial owner 3,217,430,000 100% 77.99%
B NE K and controlled corporation (Note 2)
EnBAERR (Long position)
REiEER 3,217,430,000
(Hitz)
(HH7)
NSSF H Shares Interests of beneficial owner 81,352,000 8.96% 1.97%
HRESHEZS H% EnBANER (Long position)
81,352,000
(#2)
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Approximate  Approximate

Percentage of Percentage of

Shareholding  Shareholding

Number of Issued in the Relevant in the
Shares/ Class of Share Total Share
Underlying (Note 1)(%) (Note 1) (%)

Shares Held EEBERS ER A
Capacity/ (Share) HRIRE HmmmE
Name of Shareholders Class of Shares  Nature of Interest e RTRE / BB BHBAY
RRER R A 5%/ ERtE HRRAHEE (BR)  (HH21) (%) (W71) (%)
BNP Paribas Jersey Nominee H Shares Nominee for another person 73,430,000 8.08% 1.78%
Company Limited H& F-HALZREA (Note 3)
(Long position)
73,430,000
(Hit3)
(#2)
BNP Paribas Jersey Trust H Shares Trustee 73,430,000 8.08% 1.78%
Corporation Limited H& ZFEA (Note 3)
(Long position)
73,430,000
(Hit3)
(#2)
Cheah Capital Management Limited ~ H Shares Interests of controlled 73,430,000 8.08% 1.78%
YHERERBRAF H% corporation (Note 3)
RREERR (Long position)
73,430,000
(H3)
(H7)
Cheah Company Limited H Shares Interests of controlled 73,430,000 8.08% 1.78%
DDERAR Hix corporation (Note 3)
XELERER (Long position)
73,430,000
(Hi3)
(#2)
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Approximate  Approximate

Percentage of Percentage of

Shareholding  Shareholding

Number of Issued in the Relevant in the
Shares/ Class of Share Total Share
Underlying (Note 1)(%) (Note 1) (%)

Shares Held EEBERS ER 3
Capacity/ (Share) HRIRE AEmmRE
Name of Shareholders Class of Shares  Nature of Interest FrsERTRE / BHBAL BREAIL
RRER R 5 5%/ ERtE HERONEE (R)  (Hi1) (%)  (W71) (%)
Value Partners Group Limited H Shares Interests of controlled 73,430,000 8.08% 1.78%
EREEBRAF H& corporation (Note 3)
REEEER (Long position)
73,430,000
(Hit3)
(#2)
Cheah Cheng Hye H Shares Founder of a 73,430,000 8.08% 1.78%
B Hi% discretionary trust (Note 3)
PREREZA (Long position)
73,430,000
(Hi#3)
(#2)
To Hau Yin H Shares Interests of spouse 73,430,000 8.08% 1.78%
HOE H& B (Note 3)
(Long position)
73,430,000
(Ht3)
(HH7)
The People’s Insurance Co. H Shares Interests of beneficial owner 71,759,000 7.90% 1.74%
(Group) of China Ltd. Hi& EakE A NER (Long position)
PEARRREE 71,759,000
BHERAR (#2)
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Approximate  Approximate
Percentage of Percentage of
Shareholding  Shareholding
Number of Issued in the Relevant in the
Shares/ Class of Share Total Share
Underlying (Note 1)(%) (Note 1) (%)
Shares Held EEBERS ER A
Capacity/ (Share) HRIRE HmmmE
Name of Shareholders Class of Shares  Nature of Interest e RTRE / BB BHBAY
RRER R A 5%/ ERtE REROOHE (R)  (Hi1) (%) (W:771) (%)
China South Locomotive & H Shares Interests of controlled 71,759,000 7.90% 1.74%
Rolling Stock Corporation Limited ~ Hf% corporation (Note 4)
HERERNERAF XELERER (Long position)
71,759,000
(Hiita)
(#2)
GSR (Hong Kong) Company Limited  H Shares Interests of beneficial owner 71,759,000 7.90% 1.74%
HERE (BE) BRAF Hi& ERlA AR (Note 4)
(Long position)
71,759,000
(Hiit4)
(#2)
CSR Group H Shares Interests of controlled 71,759,000 7.90% 1.74%
HEREEE L H% corporation (Note 4)
RREERR (Long position)
71,759,000
(Hita)
(#2)
Notes: W
(1) This percentage is calculated on the basis of the number of (1) ZBEDLTARRRR201456 H30
underlying Shares/total Shares that had been issued by the AERITHEBRMEE IRD A8
Company as of June 30, 2014. =E o
(2) SINOMACH was beneficially interested in 3,185,260,000 2) # 723,185,260,000% A & A% &

Domestic 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.

EanlBEEas HRMEAREAY
77.21% ° F B ¥t & 5032,170,000/%
NERPEREE R - ERMER
A#]0.78% o AR H BB S BB
2EMBAR - At - BE#EERAER
PR S FTEANERT R ER
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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.

(8) The 73,430,000 Shares as referred to in note 3 above.

BNP Paribas Jersey Trust Corporation Limited, as trustee of The
C H Cheah Family Trust, has 100% interest over BNP Paribas
Jersey Nominee Company Limited. BNP Paribas Jersey Nominee
Company Limited has 100% interest over Cheah Company
Limited which in turn has 100% interest over Cheah Capital
Management Limited. Cheah Capital Management Limited has
28.47% interest over Value Partners Group Limited which in
turn has 100% interest over Value Partners Hong Kong Limited.
Value Partners Hong Kong Limited has 100% interest over Value
Partners Limited.

The C H Cheah Family Trust was set up by Mr. Cheah Cheng
Hye. Madam To Hau Yin is the spouse of Mr. Cheah Cheng Hye
and accordingly is deemed to be interested in the 73,430,000
Shares.

(4) The 71,759,000 Shares as referred to in note 4 above.

CSR Group has 55% interest over China South Locomotive
& Rolling Stock Corporation Limited which in turn has 100%
interest over CSR (Hong Kong) Company Limited.

Save as disclosed above, and as at June 30, 2014, the
Directors were not aware of any persons (who were not
Directors, Supervisors or chief executive of the Company) who
had an interest or short position in the Shares or underlying
Shares of the Company 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.

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.

EEERKEMER

b SR EE R A B AT B PR AR R A 5 S A
BRPIBESHEERENMBHERETH
A —HER D ©

(3) _EXFIFE3FTHLAY73,430,000% /%1% ©

BNP Paribas Jersey Trust
Corporation Limited&The C H
Cheah Family Trust®) % 5% A @
BBNP Paribas Jersey Nominee
Company Limited%® 0 # # - BNP
Paribas Jersey Nominee Company
Limited BB IR A A 2 2B
MR ERAAHBEYDERNERER
RAFI 2R - Y EAEEER
ARAEEEIBEBBRAF28.47%
Em o MBEBESEARAFREER
BESEEBEAGRATEMiER -
HRESERRBARARMS BE

EeEB AR R

The C H Cheah Family Trustf#i/&
WRERN - HTIB X+ B#IEE L
ARBCAS - AU AR A PAT3,430,000
MRAR 0 R RS o

(4)  _EXFIsEARTILEY71,759,0000% /%15 ©

TEEEEEARERTREERD
BRAFIGE%ER M E R =D
ERARFAETERE (BB AR
NEEE RS

Br E XX 4% 5 & SN 201456 H30
H FBFXAME ARAL (IEIE
EF EEHIARAETETHAER)
AR TR BRI () F HE B R I&
BH NS IEHI EXVERE 237 518
EATHEENEDZIARE  HARE
EH R EE KD B30I E R I
PRI SR B M A SR A o
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ANEAFEI A AN B 3 (] EL OB SR
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BOARD COMPOSITION

As at the date of this report, the Board comprises: Mr.
SUN Bai and Mr. ZHANG Chun as executive Directors; Mr.
WANG Zhian, 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 to 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. The
Company will continue to review and enhance its corporate
governance practices to ensure compliance with the CG Code.

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 Directors’ securities transactions. 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 of the Company in
respect of their dealings in the Company’s securities.

China Machinery Engineering Corporation
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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.

CHANGE TO INFORMATION OF DIRECTORS
AND SUPERVISORS

Mr. ZHANG Chun, the executive Director and president of
the Company, has been appointed as the chairman of China
National Electric Engineering Co., Ltd. (FEIEHITEERE A
7)), in March 2014,

Mr. YU Benli, the non-executive Director, has resigned as
the chairman of China Machine Tool Sales and Technology
Services Co., Ltd. (PEIHRIEEETNMREERAT]), a
subsidiary of SINOMACH, in February 2014.

Mr. LIU Li, the INED, has resigned as an independent director
of Bohai Ferry Co. Ltd. (/8% ERR DB R A F]), a company
listed on the Shanghai Stock Exchange (stock code: 603167),
in March 2014.

On March 4, 2014, Mr. WU Tak Lung, the INED, has been
appointed as an independent non-executive director of
Sinomax Group Limited (&% B B R 7)), a company listed
on the Main Board of the Stock Exchange (stock code: 1418).
On July 22, 2014, Mr. WU has resigned as an independent
non-executive director of Valuetronics Holdings Limited, a
company listed on the Singapore Exchange.

10.
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11.

12.

Save as disclosed above, as at the date of this report, there
were no other 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 June 26, 2014, Mr. ZHOU Yamin has been appointed by
the Board to succeed Mr. CHEN Minjian as the joint company
secretary of the Company, the secretary to the Board and an
authorised representative of the Company.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee consists of three members (two INEDs
and one non-executive Director), namely Mr. LIU Li, Ms. LIU
Hongyu and Mr. WANG Zhian. 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 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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EEERRAMWESR

13. COMPLIANCE WITH SANCTIONS 13. & <Pl B 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.
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Review Report

EHHE

Review report to the board of directors of
China Machinery Engineering Corporation
(Incorporated in the People’s Republic of China with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 72
to 116 which comprises the consolidated balance sheet of China
Machinery Engineering Corporation (the “Company”) as at June
30, 2014 and the related consolidated statement of profit or loss
and other comprehensive income, the consolidated statement
of changes in equity and the condensed consolidated cash flow
statement for the six months then ended and explanatory notes.
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant
provisions thereof and International Accounting Standard 34,
Interim financial reporting, issued by the International Accounting
Standards Board. The directors are responsible for the preparation
and presentation of the interim financial report in accordance with
International Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion 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.

China Machinery Engineering Corporation
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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 the interim financial report consists of
making enquiries, 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 interim financial report as at June 30,
2014 is not prepared, in all material respects, in accordance with
International Accounting Standard 34, Interim financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

August 28, 2014

Review Report
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

BOHEER

Htm e Wamx

For the six months ended June 30, 2014 — unaudited ® & Z2014F6 A30H 1L/~ @A —
(Expressed in Renminbi unless otherwise stated) (f& 5 & F£RAS) -

AARESIR)

RieEE

Six months ended June 30,

B Z6H308 ILL<EA
2014 2013
20144 20134
Note RMB’000 RMB’000
et AR¥Fr ARETFT
Revenue A 4 11,089,918 10,427,405
Cost of sales SHEKA (8,964,291) (8,404,605)
Gross profit EF 2,125,627 2,022,800
Other revenue H A 5 867 1,272
Other (expenses)/income, net Httt (%), WA FE 6 (190,757) 48,012
Selling and marketing expenses ﬁ’i)&mi% B (577,095) (525,657)
Administrative expenses TEAY (252,435) (246,402)
Other operating expenses H g S (61,057) (47,671)
Profit from operations R R 1,045,150 1,252,354
Finance income TSI A 455,269 387,350
Finance expenses SRR (15,463) (282,401)
Net finance income IS U F 58 7(a) 439,806 104,949
Share of profits less losses FE(R & A A
of associates s ARE B (33) (187)
Profit before taxation BRF% A g A 7 1,484,923 1,357,116
Income tax FT1EH: 8 (398,686) (855,760)
Profit for the period 7 H FE 5 A 1,086,237 1,001,356
Other comprehensive income B EAMLERE WS
for the period:
ltems that will not be reclassified to & EHEEIER
profit or loss: MIEE :
Remeasurements of defined BT ERTWEET
benefit obligations (8,910) (2,180)
ltems that may be reclassified RBEAJEHRENEE
subsequently to profit or loss: BEmIEE -
Exchange differences on BME G INHTE A TR
translation of financial B IR R EER
statements of overseas MEH =%
subsidiaries (1,464) (2,817)
Total comprehensive income THBGRE WSS
for the period 1,075,863 996,359

The notes on pages 79 to 116 form part of this interim financial

report.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
EOtEE R HMERS WmER

For the six months ended June 30, 2014 - unaudited ® #Z201466A30H L/ AR — REFE:T
(Expressed in Renminbi unless otherwise stated) (& S AFERAIN © AAREEDR)

Six months ended June 30,

BZ6H30HLAEA
2014 2013
20144 20134
Note RMB’000 RMB’000
HtaE AR¥Fr ARETT
Profit attributable to: BAEER
Shareholders of the Company ARATIRE 1,087,626 1,000,718
Non-controlling interests VIR = (1,389) 638
Profit for the period ZN HA B R R 1,086,237 1,001,356
Total comprehensive income HERREBEEERN
attributable to:
Shareholders of the Company ViN/NE] )1 33 1,077,132 995,680
Non-controlling interests AR = (1,269) 679
Total comprehensive income AEE GG WA
for the period 1,075,863 996,359
Basic and diluted earnings BREAREERF
per share (RMB) (AR#T) 9 0.26 0.24
The notes on pages 79 to 116 form part of this interim financial FTOEF116ENM E AR R BB B RS
report. BAEKE S o
Interim Report 2014 73

— - mERHRE



Consolidated Balance Sheet

EHEERER

At June 30, 2014 — unaudited ® 7201456 A30H — K& ==t
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AARELIR)

74

At June 30, At December 31,
2014 2013
H201445 20134
6H30H 12H31H
Note RMB’000 RMB’000
k=2 AR¥F AR For
Non-current assets REBEE
Property, plant and equipment ME - BE KK 11 565,283 485,012
Investment properties "EYHE 26,614 14,163
Lease prepayments B ERIE 12 1,768,115 1,788,109
Intangible assets M A E 8,025 7,919
Interest in associates /NI 3 182 215
Other non-current assets HEMIERBEE 13 238,781 343,944
Trade and other receivables B 5 M EH A fE uﬁz% 14 6,573 53,382
Construction contracts BiEE R EKR 15 2,949,158 3,201,943
Deferred tax assets IRIEFHIEE E 253,596 154,577
Total non-current assets FRBEELTE 5,816,327 6,049,264
Current assets REEE
Inventories FE 275,656 212,735
Trade and other receivables B 5 N E b fE W R IE 14 5,499,767 4,894,653
Construction contracts EZiE A Rl E W EE 15 3,648,251 2,372,575
Restricted deposits IR 17 3K 210,844 251,435
Time deposits with original RIGEIHA BB R =8 A
maturity over three months B EHFER 2,422,811 3,622,336
Cash and cash equivalents e RESE (B 16 15,686,179 14,550,166
Total current assets REEELTE 27,743,508 25,903,900
Current liabilities REBEE
Borrowings EBE 17 255,369 234,307
Receipts in advance TE R IE 18 5,547,912 7,021,664
Trade and other payables B 5 R E b e 58 19 14,897,887 12,227,087
Retirement and other RIRKEH A TR A E S
supplemental benefit obligation 30,250 30,870
Income tax payable FESFTEHA 350,943 276,013
Total current liabilities REEEREE 21,082,361 19,789,941
Net current assets REEEFE 6,661,147 6,113,959
Total assets less current EEABRARBERS
liabilities 12,477,474 12,163,223

report.
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Consolidated Balance Sheet

SHEERER

At June 30, 2014 — unaudited ® 7201466 A30H — K& &E:t
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

At June 30, At December 31,

2014 2013
A20145F MR20134F
6H30H 12H31H
Note RMB’000 RMB’000
Kt AR¥FT AREF T
Non-current liabilities kRBAE
Borrowings BE 17 43,461 79,637
Trade and other payables B 5 NEMENRIE 19 53,800 1,705
Retirement and other RINRE MR T EFES
supplemental benefit obligation 330,440 325,820
Total non-current liabilities FRBEBELEE 427,701 407,162
NET ASSETS BEE 12,049,773 11,756,061
CAPITAL AND RESERVES EXREE 20
Share Capital R A 4,125,700 4,125,700
Reserves et 7,907,174 7,613,925
Total equity attributable to the <72 TR R E(L
shareholders of the Company {5458 12,032,874 11,739,625
Non-controlling interests FEIEIRE R 16,899 16,436
TOTAL EQUITY A 12,049,773 11,756,061

Approved and authorized for issue by the board of directors on K EESN2014E8 A28 H #t /fE 2 5 #E Tl

August 28, 2014. 2% o

Name: Sun Bai Name: Zhang Chun

RE : i 2 e

Position: Chairman Position: Director

The notes on pages 79 to 116 form part of this interim financial FOEFICENMER AT RU B RS
report. BB E S o
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Consolidated Statement of Changes in Equity
B ERSEIR

For the six months ended June 30, 2014 — unaudited ® EZE2014F6 A308 IE/N A A — REE:T

(Expressed in Renminbi unless otherwise stated) (Bk 38 sERHS) -

AARESIR)

Attributable to equity shareholders of the Company

ZFZ\EHE%E{E Non-
Share  Capital  Reserve Exchange Retained controlling Total
capital  reserve fund  reserve earnings Sub-total interests equity
Bx  ExffE REEE  EXRE  RERF Nt FERER  BREE
RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
NEEFT ANEEFT ARETT ARETFT AREFT AREFT AEETT AEEFT
Balance at January 1, 2013 #2013F151H 4,018,000 2,895,423 316,090 17417 2,673,411 9,920,341 (2,918) 9,917,423
Changes in equity for the EZ2013%6830A
six months ended LR EREREE
June 30, 2013:
Profit for the period KRR = = = - 1,000,718 1,000,718 638 1,001,356
Other comprehensive income Afrira ke - - - (2,858  (2180)  (5,039) 41 (4,997)
Total comprehensive income Ralizes (2,858) 998,538 995,680 679 996,359
Issuance of shares upon DNREERD - BT
public offering, net of BR (W2200)
issuing expenses (note 20(a)) 107,700 349,147 - - - 456,847 - 456,847
Dividends payable to shareholders ~ { FALARERRE
of the Company - - - - (674965)  (674,96) - (674,965)
Balance at June 30, 2013 #2013F6A30A 4,125,700 3,244,570 316,090 14,959 2,996,984 10,697,903 (2,239) 10,695,664
Changes in equity for the BZ2013%12A31A
six months ended LREREREE
December 31, 2013;
Profit for the period REREF = - - - 958539 958,539 346 958,885
Other comprehensive income Elutrale - - - (3286) 23,890 20,604 (862) 19,742
Total comprehensive income Lalizes - - - (3,286) 982,429 979,143 (516) 978,627
Issuance of shares upon Nk
public offering, net of NRETER
issuing expenses - 62,579 - - - 62,579 - 62,579
Disposal of interest in a subsidiary &5 B A 74
with loss in control DREEHE - - - - - - 19375 19,375
Appropriation to reserves N - - 104,078 - (194,078) = = =
Dividends paid to non-controlling 1 FH B A RI3EERiER
interests of subsidiaries RS - - - - - - (184) (184)
Balance at December 31,2018  R2013%12A31H 4,125,700 3,307,149 510,168 11,273 3,785,335 11,739,625 16,436 11,756,061

The notes on pages 79 to 116 form part of this interim financial

report.

China Machinery Engineering Corporation

FEIEMRE IRROERA S
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Consolidated Statement of Changes in Equity
EOtERE R

For the six months ended June 30, 2014 — unaudited ® i Z2014F6 A30H IE/NEA — RE&EE:T
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

Attributable to equity shareholders of the Company

ZF /l\\ E.I ﬁﬁﬁ%ﬂi Non-
Share Capital  Reserve Exchange Retained controlling Total
capital  reserve fund  reserve earnings Sub-total interests equity

B &FE%  RREE EXGRE REEA Nt OFERER  REAE
RMB000  RMB'O00  AMB'000  RMB'000  AMB'000  RMB'000  AMB'000  RMB'000

NEETL ARETT AEBTL ARETT AGETT ARETT AEETT ARETI

Balance at January 1, 2014 W2014E1 A1R 4,125,700 3,307,149 510,168 11,273 3,785,335 11,739,625 16,436 11,756,061
Changes in equity for the BZ201456530A

six months ended LRERERES

June 30, 2014:

Profit for the period REEER - - - - 1,087,626 1,087,626  (1,389) 1,086,237

Other comprehensive income HEitf Al - - - (1,584) (8,910)  (10,494) 120 (10,374)
Total comprehensive income GAkGnER - - - (1,584) 1,078,716 1,077,132 (1,269) 1,075,863
Capital contribution BREA - - - - - - 1,750 1,750
Dividends paid to non-controling S FHEA]

interests of subsidiaries FERERRRE - - - - - = (18) (18)
Dividends payable to shareholders ~ # FAARRELIRE

of the Company - - - - (783,883) (783,883) - (783,883)
Balance at June 30, 2014 201456 A30H 4,125,700 3,307,149 510,168 9,689 4,080,168 12,032,874 16,899 12,049,773
The notes on pages 79 to 116 form part of this interim financial FIIOEF 6B M F AR BB amE
report. RAERLEB 7 o
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Condensed Consolidated Cash Flow Statement

BHRSHETRER

For the six months ended June 30, 2014 — unaudited ® 2 Z2014F6 8308 IE/~ @A — R&F:T
(Expressed in Renminbi unless otherwise stated) (& 2 A 7R -

AARESIR)

Six months ended June 30,

B Z6H30B ILLEA
2014 2013
20144 20134
Note RMB’000 RMB’000
HtaF AREFTT ARETFT
Operating activities RETTE
Cash (used in)/generated reEE) (FR),/
from operations EXNRe (136,371) 481,703
Tax paid BEAHIE (422,775) (622,718)
Net cash used in operating meEESERN
activities HEFE (559,146) (141,015)
Investing activities BEES
Payment for the purchase of BEME  BEK
property, plant and equipment H B RIR (116,939) (54,286)
Other cash flows arising from REREEEH
__Investing activities ____________ AMRER . ateslts lorizezz
Net cash generated from RETEEEN
investing activities RETH 1,688,627 1,657,736
Financing activities Rl ESEE
Other cash flows arising from REREEEH
financing activities HAIR® R (18,206) 408,423
Net cash (used in)/generated BIE&EEE (£H)  BELE
from financing activities MRS FEE (18,206) 408,423
Net increase in cash and ReRESEEYEMFE
cash equivalents 1,111,275 1,925,144
Cash and cash equivalents M1A1EWERER
at 1 January HEZEEY 14,550,166 12,089,395
Effect of foreign exchanges RSB
rate changes 24,738 (105,539)
Cash and cash equivalents HR6A30EKMEER
at 30 June REeZEY 16 15,686,179 13,909,000

The notes on pages 79 to 116 form part of this interim financial

report.

China Machinery Engineering Corporation
FEERREIRROERAT
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Notes to the Unaudited Interim Financial Report
Far P HA B R R Y aE

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

ARAE

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

PRINCIPAL ACTIVITIES AND ORGANIZATION

China Machinery Engineering Corporation (the “Company”) was
established in the People’s Republic of China (the “PRC”) on
January 18, 2011 as a joint stock company with limited liability
as part of the reorganization of China National Machinery
& Equipment Import & Export Corporation, a state-owned
enterprise. 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”).

BASIS OF PREPARATION

This interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited, including compliance with International Accounting
Standard (“IAS”) 34, Interim financial reporting, issued by the
International Accounting Standards Board (“IASB”). It was
authorized for issuance on August 28, 2014.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2013 annual
financial statements, except for the accounting policy changes
that are expected to be reflected in the 2014 annual financial
statements. Details of these changes in accounting policies
are set out in note 3.

The preparation of an interim financial report in conformity
with IAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results may differ
from these estimates.

1

AARESIR)

FERBRABES

ERBEA DR B R EE DO R
NEEAN—F D - PEEHMRET
BERNDARAXR (TARE]) #2011
FIABEEFEARKME ([
B RIBEDERATR - KRA R
HifBAE ([AKE]) T2LEAKR
TRRABRBEREHF -

MR2012F12 8218 » KR RIRE B
ERGIERAR ([BBHRFT]) £
RET o

mBEE

R RERREBHE R H A
BIR A A)FE 5 L AR A6 i A 4 B 1
X (BEERHEREENZES
(TEResrENERE S ]) BirBEEK
SEPER (TBEER &5 ER]) £3457
[PH SRS ]) mEL - WN201458
H2og B ERMETE -

e BB 3 45 9 82001 36 R 1 5
HEMFANARGHRARY &
T HR 5 5201 495 £F [ 1 T 4R % o IR R
YREIERE BRI - BRI
B RIS HAFES -

EEEERENTABER S ERE34
S0 R BB TS IR S B - ZR VR M
Bt RBR - RFHE - Bt REER
EYERRNERNUREERBER
WXERRFNESHN2BSHE - BR
RERABEB BN E AT
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Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A
AAREFITR)

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

2 BASIS OF PREPARATION (CONTINUED)

2

This interim financial report contains condensed consolidated

financial statements and selected explanatory notes. The

notes include an explanation of events and transactions that

are significant to an understanding of the changes in financial

position and performance of the Group since the 2013 annual

financial statements. The condensed consolidated interim

financial statements and notes thereon do not include all of

the information required for full set of financial statements

prepared in accordance with International Financial Reporting

Standards (“IFRSs”).

The interim financial report is unaudited, but has been reviewed

by KPMG 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.

KPMG'’s independent review report to the Board of Directors

is included in the interim financial report.

The financial information relating to the financial year ended

December 31, 2013 that is included in the interim financial

report as being previously reported information does not

constitute the Company’s annual financial statements prepared

under IFRSs for that financial year but is derived from those

financial statements. The annual financial statements for

the year ended December 31, 2013 are available from the

Company’s registered office. The auditors have expressed an

unqualified opinion on those financial statements in their report

dated March 24, 2014.

China Machinery Engineering Corporation
FEERREIRROERAT
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Notes to the Unaudited Interim Financial Report

KL

F T PR R R MY R

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

CHANGES IN ACCOUNTING POLICIES

The IASB has issued a number of amendments to IFRSs and
one new Interpretation that are first effective for the current
accounting period of the Group and the Company. Of these,
the following developments are relevant to the Group’s financial
statements:

° Amendments to IFRS 10, IFRS 12 and IAS 27, Investment
entities

e Amendments to IAS 32, Offsetting financial assets and
financial liabilities

e  Amendments to IAS 36, Recoverable amount disclosures
for non-financial assets

° Amendments to IAS 39, Novation of derivatives and
continuation of hedge accounting

. IFRIC 21, Levies

None of the other developments are relevant to the Group’s
financial statements and the Group has not applied any new
standard or interpretation that is not yet effective for the
current accounting period.

Amendments to IFRS 10, IFRS 12 and IAS 27,
Investment entities

The amendments provide consolidation relief to those parents
which qualify to be an investment entity as defined in the
amended IFRS 10. Investment entities are required to measure
their subsidiaries at fair value through profit or loss. These
amendments do not have an impact on the group’s interim
financial report as the Group does not qualify to be an
investment entity.

BBREE

BiRest£AZ B0 B ZHHE
R REEANERT R —EHF &
B 2FEITRRERARERAR
AEA St MAERER - H -
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MHEBEENF 12K RERS
FHERISE27SE (BATR) [ REER
i)

. & et B SE325% (B FT )
s fﬁféégﬁﬁé& EHEE]

o BIER & ERIFE365 (7] &)
f# BEEZ A E 2 FERE |

° \ = u+’EE\IJ 39‘_7;: ({? ETZK)
fﬁfiIﬁ%%‘&)ﬁf)Fb?Ef)\fZ
FEE

e BB HmEREZESRES
2158 [H( &/

104 BN SR ) B TS 3R R R R L 3%
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ZEBITREFEEISETRHE
HAERFE105 F mﬁﬁiﬁﬁf‘%’%ﬁ’]“
AIMEHER - REERAR
WiERBmRTEEMBAR - ARAX
SEVTITFAREERBNENR &
ZEFIW T EH NS BT BERE
EREE -

Interim Report 2014
=t SELEE

81



82

Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

Amendments to IAS 32, Offsetting financial assets
and financial liabilities

The amendments to IAS 32 clarify the offsetting criteria in IAS
32. The amendments do not have an impact on the group’s
interim financial report as they are consistent with the policies
already adopted by the group.

Amendments to IAS 36, Recoverable amount
disclosures for non-financial assets

The amendments to IAS 36 modify the disclosure requirements
for impaired non-financial assets. Among them, the
amendments expand the disclosures required for an impaired
asset or CGU whose recoverable amount is based on fair value
less costs of disposal. The adoption of the amendments does
not have any material impact on the Group’s interim financial
report.

Amendments to IAS 39, Novation of derivatives and
continuation of hedge accounting

The amendments to IAS 39 provide relief from discontinuing
hedge accounting when novation of a derivative designated as
a hedging instrument meets certain criteria. The amendments
do not have an impact on the group’s interim financial report
as the group has not novated any of its derivatives.

IFRIC 21, Levies

The Interpretation provides guidance on when a liability to pay
a levy imposed by a government should be recognised. The
amendments do not have an impact on the group’s interim
financial report as the guidance is consistent with the group’s
existing accounting policies.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 ¢ & Z=2014%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

REVENUE 4 WA

The principal activities of the Group are construction
contracting on international infrastructure-related projects,
sales of machineries and equipments etc and provision of
other services.

Revenue represents: (i) an appropriate proportion of contract
revenue of construction contracts, net of business tax and
surcharges if any; (ii) the invoiced value of goods sold, net of
value-added tax and surcharges, and after trade discounts;
and (iii) the value of other services rendered.

An analysis of the Group’s revenue is as follows:

AREENEBZXHB AR EBRER
RIEBAREOIAR - HERWMRBS
PAR B A EL Aty AR5

WA ((REARNERKANE
BEPIREEHEMME (ME)
(i & & a1 2 RER G E K M 0
g URIMBRZITHRE ¢ Kii)
REHMEMREHEE -

REBHRASITEAT

Six months ended June 30,

HZ6H30H 1L ~EA
2014 2013
20144 20134
RMB’000 RMB’000
AR¥TF T AR For
Revenue from construction contracts R B &&E4 R A 8,428,726 8,004,083
Sales of goods in trading business BoERTRRREE 2,232,631 1,985,085
Others (note (i) B (HE0) 428,561 438,237
11,089,918 10,427,405

Note:

(i)  Other revenue mainly represents revenue from the provision
of export-import agency services, tendering agency services,
exhibition services, design services and logistics services.

e

() ERAEXBRRENMEEEL AR
ER - BIERERY  RERS -
RETBRHE KD ARAG VUL
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Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

5 OTHER REVENUE 5 HKA
Six months ended June 30,
B ZE6H30H LB A
2014 2013
20144 20134
RMB’000 RMB’000
AB¥FT ARMEF T
Government grants BT Bh 867 1,272
867 1,272
6 OTHER (EXPENSES)/INCOME, NET 6 Hit (Faﬁi)/%llﬁgﬁ

Six months ended June 30,

B Z6H30H L~EA
2014 2013
2014%F 20134
RMB’000 RMB’000
ARMTF T AREFT
Net losses on disposal of HEWE BEK
property, plant and equipment RENBEERE (4,730) (122)
Net gains on disposal of & FE TR AR AN TR 5
an unquoted equity security ry U = B = 2,165
Net (losses)/gains on foreign currency iz EASNE & B &
forward exchange contracts and = f2 BR A
interest rate swaps (E518) /WS F58 (191,627) 43,988
Others HAth 5,600 1,981
(190,757) 48,012

China Machinery Engineering Corporation
PEEEREIRZROERAT



Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

7 PROFIT BEFORE TAXATION 7 BRBADZF
Profit before taxation is arrived at after charging/crediting: BRBIADSEFE R FTA

(a) Finance income and finance expenses (a) BAEWARIKEBX

Six months ended June 30,

HZ6H30B LAEA
2014 2013
20144 20134
RMB’000 RMB’000
AR¥ T AREFor
Finance income on receivables FEW = SR IR
from customers IR N 102,892 165,750
Foreign exchange gains b 5 W as 94,719 -
Interest income A B WA 257,658 221,600
Finance income BRI 455,269 387,350
Interest cost recognized in respect of  BtE& E Uz R RET 2]
defined benefit retirement plans EF B A 7,680 6,960
Interest expenses on borrowings EENNERX 2,386 3,526
Foreign exchange losses M H 518 - 264,171
Bank charges and others HRITE R RAEAM 5,397 7,744
Finance expenses R 15,463 282,401
Net finance income RIS ERH
recognized in profit or loss B IS UR A S 58 439,806 104,949
BiaE -

Note:

(i) There was no borrowing cost capitalized for the six months

ended June 30, 2013 and 2014.

() & Z=20134F k201446 A30H IE
ANEA - BIEEEKAEE R
1t °
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Notes to the Unaudited Interim Financial Report
REETPHI RSN T

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

7 PROFIT BEFORE TAXATION (CONTINUED)

(b) Other items

AARESIR)

(b)

7 BRBADER (F)

Ht1aH

Six months ended June 30,

BZ6H30HILAEA
2014 2013
20144 20134
RMB’000 RMB’000
AR¥TFT AREFT
Amortization 5y
— lease prepayments — ENHEERE 19,994 18,862
- intangible assets —EBEEE 1,171 923
21,165 19,785
Depreciation e
— property, plant and equipment — W% - BE K 16,751 14,641
— investment properties —IREYE 1,097 439
17,848 15,080
Impairment losses on EEE
— trade and other receivables — B 5 RAEMERFRIA 84,511 35,232
— construction contracts — @A A el I8 (23,454) 12,409
Operating lease charges KEHEER
— hire of properties — AR 10,902 8,413
— hire of other assets —HAHEMEE 249 788
11,151 9,201
Provision for foreseeable losses EiEARIFETEEREG
on construction contracts - 90,135
Cost of inventories FERKAK 2,006,049 1,770,803

86 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 ¢ & Z=2014%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

8 INCOME TAX 8 e
(a) Income tax in the consolidated statement of (a) G EEWRBERANFEHRE
comprehensive income represents: =

Six months ended June 30,

BZ6H30HLLAEA
2014 2013
20145 20134
RMB’000 RMB’000
AREFTT AREFT
Current tax NERFRIAE
— PRC Corporate Income Tax — B ERSH 491,576 401,236
— Hong Kong Profits Tax — BEFER - 488
— Others — Hith 6,129 29,937
497,705 431,661
Deferred tax EEFIE (99,019) (75,901)
398,686 355,760
The Group is subject to income tax on an individual legal NEBEBERAEEKE RRIRFT
entity basis on profits arising in or derived from the tax BREENTFE R EEBEREA
jurisdictions in which companies comprising the Group SEREMEEF - BB LEAEE
domicile or operate. EAEMINFTSEL o
The provision for Hong Kong Profits Tax is calculated BEENERBEREE2013F &
at 16.5% of the estimated assessable profits for the six 201496 A30H L7~ @ A & fE 5t
months ended June 30, 2013 and 2014. JERR A E16.5%51E o
The charge for PRC corporate income tax for the NN DN NS E el VA= o) )
Company and the Group’s subsidiaries established in the B A AR E 220134 K20144F
PRC is calculated at the statutory rate of 25% for the six 6301 LE /N1 A 7B 1% 0% & fi
months ended June 30, 2013 and 2014, except for two 25% BN B EMERAT
subsidiaries of the Group, being small-scale enterprises, WHAREBRIXWE QR (B/IE
are entitled to a preferential income tax rate of 20% for B ZE) Al REZE20134F £ 2014
the six months ended June 30, 2013 and 2014. F6AH30H IE/NE A Z H20%H)

ERFBIBE -
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Notes to the Unaudited Interim Financial Report
REETPHI RSN T

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

AARESIR)

8 INCOME TAX (CONTINUED) 8 FriSM™ (&)
(b) Reconciliation between tax expense and (b) KAEAMEFE 2B ERX
accounting profit at applicable tax rates: HEEMENEER -
Six months ended June 30,
B Z6H30H LA
2014 2013
201445 20134
RMB’000 RMB’000
AB®FT ARETFT
Profit before taxation R A5 A Y A 1,484,923 1,357,116
Notional tax on profit before taxation, MR BT 2 B ERIE
calculated at the rates applicable to RAEBREEER
profits in the jurisdictions concerned HARRNZHETE 371,047 338,783
PRC tax concessions AR BT S R (6) (10)
Effect of non-deductible expenses NIRRT E 19,666 15,520
Effect of non-taxable income RPN Z & (8) (47)
Tax effect of unused tax losses and RMERAFIAEE K
deductible temporary differences not AR R I INE B
recognized EHIMBRE 7,805 1,294
Others Hi 182 220
Actual tax expense ERERERY 398,686 355,760

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 ¢ & Z=2014%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

EARNINGS PER SHARE 9

The calculation of basic earnings per share is based on the
profit attributable to shareholders of the Company for the
six months ended June 30, 2014 of RMB1,087,626,000 (six
months ended June 30, 2013: RMB1,000,718,000) and the
weighted average number of shares in issue of 4,125,700,000
(six months ended June 30, 2013: 4,125,105,000 shares). The
weighted average number of shares in issue is set out below:

BREF

BRERRFN TR E 2201456 H
BIEAEARBBEBRARARRMN
% F A R #1,087,626,0007T (B &
2013F6H30R LE SN @ A : AR
1,000,718,0007T) & B Z1TH) N F
5 f% £14,125,700,0000% (& £20134F
6A30H k7~ A : 4,125,105,0000% )
FTE - BEEITR N IREET
T

Six months ended June 30,

BZE6H30H L E B

2014 2013

20145 20134

Thousands Thousands

shares shares

Fi FhiR

Issued shares at January 1 M1 A1BERE BT 4,125,700 4,018,000

Effect of issuance of shares 201341 A 1T (%D

in January 2013 R 2 o 107,105
Weighted average number of shares 76 A 30 B & hnfE 15 AR &

at June 30 4,125,700 4,125,105

There was no difference between the basic and diluted
earnings per share as there were no dilutive potential shares
outstanding for the periods presented.

25 B M B BTN B
AESERD - Bt - SREXREFE
BREERNLEER
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AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

10 SEGMENT REPORTING

The Group manages its businesses by divisions, which are
organized by a mixture of both business lines and geography.
In a manner consistent with the way in which information
is reported internally to the Group’s most senior executive
management for the purposes of resources allocation and

AARESIR)

10 7%

performance assessment, the Group has presented the

following three reportable segments.

—  Construction contracts: this segment mainly undertakes =

engineering, procurement and construction (“EPC”)
contracting business of overseas infrastructure-related
construction projects (including hydropower, thermal
power or other engineering projects) in various countries.

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.

Other businesses: this segment mainly engages in
providing export — import agency services, tendering
agency services, exhibition services, design services and
logistics services.

China Machinery Engineering Corporation
PEEEREIRZROERAT
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Notes to the Unaudited Interim Financial Report

ARAEE T PR E M EE

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

10 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

For the purposes of assessing segment performance
and allocating resources between segments, the Group’s
senior executive management monitors the results, assets
and liabilities attributable to each reportable segment on
the following bases:

Segment assets include all non-current assets and current

AARESIR)

DEBE (&)

(a)

DEMEM  AERAM

BT HEHBERRES BASH
AR AEENBRSHTER
BENTER FERETHES
WA AERBE -

DEEEBEMANFRBEER

assets with the exception of restricted deposits, time MEBEE B TFIEERIN: X
deposits with original maturity over three months, cash BR&IFR - RIAE B E 8 = A
and cash equivalents, property, plant and equipment, AWESER RekBF2FE
lease prepayments, intangible assets, interest in Y1 M- BB REE - BAHE
associates, deferred tax assets, other non-current assets ERIH - BREE BELAN

and other unallocated assets. Segment liabilities include
receipts in advance, trade and other payables (excluding
accrued salaries, wages and benefits, and payables
that cannot be reasonably allocated to any segment),
construction contracts, provisions and borrowings

managed directly for the segments.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments
or which otherwise arise from the depreciation or
amortization of assets attributable to those segments.

o BRETIEEE - AMIER
HEENHEHMBRDENEE - 5
HeEPREERSHEREN
AW HIE - B 5 K EME MK
B(TeEEdHE  TEKE
o RTgEEEMDEEERND
HOENKRIEA)  ZEE R ER
TIE - BEREE -

DR T A HE D BRI UA KX
DRBEZEDAELNHE
%E&EZ—%’J}%B%EEE’\JE%EZEXE@
BRZEDNEERITE L H
HMAINELEMFIX
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AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

10 SEGMENT REPORTING (CONTINUED) 10

(@) Segment results, assets and liabilities
(continued)

The measure used for reporting segment profit is the
profit before taxation. Information regarding the Group’s
reportable segments as provided to the Group’s
most senior executive management for the purposes
of resources allocation and assessment of segment
performance for the six months ended June 30, 2013 and
2014 is set out below:

AN

(a)

BHRE (&)

DHEEE BERER (H)

ARmEDEaf 2R ER
BRELRTR A o BZE20134F k2014
F6HI0B LEAEA - oA E
TR 2 EBER IR M A & E /Y
BEETEREBRENASE
HEDHHBAERFH AT

Six months ended June 30, 2014

BZ201456A30H L~ fAA
Construction Trading Other
contracts business businesses Total
BEGR B%K Hit¥ % &t
RMB’000 RMB’000 RMB’000 RMB’000
ABEFT AREFT AREFT AREFT
Revenue from external customers R E4MFEEHIUA 8,428,726 2,232,631 428,561 11,089,918
Inter-segment revenue R ON - 10,991 207,214 218,205
Reportable segment revenue BE N 8,428,726 2,243,622 635,775 11,308,123
Reportable segment profit AL DG A 1,215,352 6,699 23,039 1,245,090
Interest income on receivables from  FENZ FE ZIBEF 2 UA
customers 102,892 - - 102,892
Interest expenses FlERT 1,414 972 - 2,386
Depreciation and amortization W& R - - 1,235 1,235
Provision of impairment losses/ REEERE
(reversal of impairment losses) (AR ERRD)
- trade and other receivables - 2o LHME Hﬁl*” 61,184 21,102 2,225 84,511
- construction contracts — BEAREKHT (23,454) - - (23,454)
Reportable segment assets AREDHEE 9,912,650 2,183,972 969,806 13,066,428
- capital expenditure - V53 - - - -
Reportable segment liabilities RENHEE 16,468,677 2,038,389 799,163 19,306,229
92 China Machinery Engineering Corporation
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REET PR ST

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

10 SEGMENT REPORTING (CONTINUED) 10 7 EB|RE (&)

DHEEME BEREE (H)

(@) Segment results, assets and liabilities (a)
(continued)

Six months ended June 30, 2013
HZ2013F6A308 1L/~ 18 A

Construction Trading Other
contracts business businesses Total
BEAR CUES H %% A&t
RMB’000 RMB’000 RMB’000 RMB’000
ANEEFT ANEEFT ANBEFT ANEEFT
Revenue from external customers  REINBEEHIUNA 8,004,083 1,985,085 438,237 10,427,405
Inter-segment revenue SERBA - 115,839 230,698 346,537
Reportable segment revenue AREDPRA 8,004,083 2,100,924 668,935 10,773,942
Reportable segment profit A HRE DR A 1,185,514 30,445 64,050 1,280,009
Interest income on receivables from  fEUE E ZUBEIF 2 WA
customers 165,750 - - 165,750
Interest expenses MERY 2,263 1,263 - 3,526
Depreciation and amortization WE R - - 576 576
Provision of impairment losses/ REFERE/
(reversal of impairment losses) (REBERERD)
- trade and other receivables - B REMRKGIR 38,099 (2,790) (77) 35,232
- construction contracts — BESRENEIE 12,409 - - 12,409
- foreseeable losses on construction — EiEARETER
contracts 90,135 - - 90,135
Year ended December 31, 2013
HZE2013F12A31B LEE
Construction Trading Other
contracts business businesses Total
BEAF EUES HAE% Aff
RMB’000 RMB’000 RMB’000 RMB’000
ANEEFTL ANEEFTL ANEEFT ANREFT
Reportable segment assets ARENHEE 8,309,516 1,997,682 799,250 11,106,448
- capital expenditure - BRFY - - - -
Reportable segment liabilities HRENHEE 15,924,759 2,312,069 749,367 18,986,195
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AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

10 SEGMENT REPORTING (CONTINUED) 10 ZH|E (&)

(b) Reconciliation of reportable segment revenue, (b) THRED YA BRI (F
profit/(loss), assets and liabilities B) EEREENHER

Six months ended June 30,

BZ6H30HLAMEA
2014 2013
20145 20134
RMB’000 RMB’000
AR¥TTT AREFT
Revenue PN
Reportable segment revenue A] ¥y o B U A 11,308,123 10,773,942
Elimination of inter-segment revenue % ZBE U AIK £ (218,205) (346,537)
11,089,918 10,427,405
Profit i A
Reportable segment profit Al 2R & 5 B 1,245,090 1,280,009
Share of profits less losses of FEAG B 2 N R e AR Es 18
associates (33) (187)
Net gains on disposal of an unquoted H & JERBAR AN B 5
equity security Ry U Es F R = 2,165
Other (expenses)/income, net Hib (X)), WAFHE (506) 317
Interest income from bank deposits & B4R TIE A F E UL A 257,658 221,600
Interest cost recognized in respect of 5% E UL R IRET 2 FERR
defined benefit retirement plans EORAI SN D#N (7,680) (6,960)
Foreign exchange gain/(loss), net PN Wz (B518) F5 28,172 (105,539)
Depreciation and amortization ITE R E (87,778) (34,289)
1,484,923 1,357,116

China Machinery Engineering Corporation
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ARAEE T PR E M EE

For the six months ended June 30, 2014 ¢ & Z=2014%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

10 SEGMENT REPORTING (CONTINUED) DEERE (E)

(b) AW/EDHBWA ~ BEF(B
profit/(loss), assets and liabilities (continued) B) EEREENHER (&)

(b) Reconciliation of reportable segment revenue,

At June 30, At December 31,

2014 2013
R20144F 120134
6H30H 12H31H
RMB’000 RMB’000
AR¥TTT AREFT
Assets BE

Reportable segment assets AmEDEEE 13,066,428 11,106,448
Elimination of inter-segment receivables %> 2B & U sk 8 4K 5 (769,371) (635,266)
12,297,057 10,471,182
Restricted deposits SRR HIFE R 210,844 251,435

Time deposits with original maturity IR EIER B AR 8 = 1E A &Y
over three months T BfER 2,422,811 3,622,336
Cash and cash equivalents HENRESZEEY 15,686,179 14,550,166
Property, plant and equipment ME - WE NERE 565,283 485,012
Lease prepayments FEMNEERE 1,756,273 1,776,129
Intangible assets EREAE 8,025 7,919
Interest in associates Bt N\ Rl REES 182 215
Deferred tax assets IREFH T E E 253,596 154,577
Other non-current assets HuIEme&EE 238,781 343,944
Other unallocated assets Hit AR DB EE 120,804 290,249
33,559,835 31,953,164

Liabilities afE

Reportable segment liabilities AmEDEAE 19,306,229 18,986,195
Elimination of inter-segment payables %> 2B & &~ 7 E K 5 (769,371) (635,266)
18,536,858 18,350,929

Retirement and other supplemental BRIR R H A T8 FI & 7S
benefit obligation 360,690 356,690
Accrued salaries, wages and benefits ~ fEEtE S - T& RiEH 850,603 655,507
Income tax payable JEHPﬁ S8 350,943 276,013
Dividends payable FERTAR S 783,883 -
Other unallocated liabilities Hit R DB AE 627,085 557,964
21,510,062 20,197,103
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REETPHI RSN T

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

10 SEGMENT REPORTING (CONTINUED)

(c) Geographic information

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (ii) the Group’s property, plant and
equipment, investment properties, lease prepayments,
intangible assets, interest in associates and other non-
current assets (“specified non-current assets”). The
geographical location of customers is based on the
location at which the services were provided or to which
the goods were delivered. The geographical location of
the specified non-current assets is based on the physical
location of the asset, in the case of property, plant and
equipment, investment properties and lease prepayments,
the location of the operation to which they are used,
in the case of intangible assets, and the location of
operations, in the case of interest in associates and other

non-current assets.

AARESIR)

10 &b E (&)

(c) HEEFHER

TEREFHEBETFIEENMER
BER : (VAEEREIFES
WA RNV ERB Y E - BE
k& BEDE  BAEER
H BEEE BMEQARERR
HiERBEE ([FEFRBE
El) - REHMIBME THIRER
AR 75 B0 b B 5 R A B R A 2h
Elp o NBYWHE - BERKE -
REMERBRNEENRE  BE
ERBEENMIBA B HIREE
ENFERE S WBERE
EAREBFEAEREENES
W ETIEH B D - B HE & A R
m R EMIEREEE - AIREL
BETIEH RIS ©

Six months ended June 30,

B Z6H30H 1L ~EA
2014 2013
2014%F 20134
RMB’000 RMB’000
AR TF T AREFT

Revenue from external customers R EHBEFE KA
Irag PR 5 3,527,294 1,246,116
China (Mainland) R (CRBE) 1,621,675 1,073,644
Belarus Bz 838,601 1,012,716
Venezuela ERIER 834,413 1,026,681
Equatorial Guinea DIV R AL 656,479 486,893
Sri Lanka HrER~R 281,817 369,091
Turkey THE 351,637 1,093,291
Angola TR 342,102 335,247
The Republic of Congo fell SR £ A0 B 189,186 224,290
United States X 178,982 402,159
Others EHh 2,267,732 3,157,277
11,089,918 10,427,405
96 China Machinery Engineering Corporation
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ARAE

Er P B E N

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

10 SEGMENT REPORTING (CONTINUED)

(c) Geographic information (continued)

10

TERE (&)
(c) HEEBHER (&)

At June 30, At December 31,

2014 2013
H20145 20134
6H30H 12A31H
RMB’000 RMB’000
ARMTFT AREFT

Specified non-current assets RBEFRBEE
China (Mainland) R (KBE) 2,588,665 2,514,513
Others Hith 8,216 19,449
2,596,881 2,533,962

11 PROPERTY, PLANT AND EQUIPMENT

During the six months ended June 30, 2014, the Group acquired
items of property, plant and equipment of RMB128,202,000
(six months ended June 30, 2013: RMB54,295,000). No
material items of property, plant and equipment were disposed
of during the six months ended June 30, 2013 and 2014.

12 LEASE PREPAYMENTS

Lease prepayments mainly represent land use right premiums
paid by the Group for land located outside Hong Kong.

11

12

M - BERRE

H £2014F6A30H L ~NE A » A&
B0 T % A R #128,202,0007T 9 4
% BEREE (BZE20135%6H30H
LIE7NE A - 9 AR #54,295,0007T) °
#H 220134 &20149F6 308 1k 7~ 1@
R AEBUEEEFRNERME -
RS R st o

BRNEERE
BNEERETZER/AKERURE

78 LA SN 1 3t B 30 68 FR A2 AT ST ISP RO

BT e

Interim Report 2014
=t SELEE

97



98

Notes to the Unaudited Interim Financial Report
REETPHI RSN T

For the six months ended June 30, 2014 o & 22014463308 1F/~@ A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

13 OTHER NON-CURRENT ASSETS 13 HitIGERBEE
At June 30, At December 31,
2014 2013
20145 20134
6H30H 12H31H
RMB’000 RMB’000
AR¥TFTT ARETFT
Cost and prepaid consideration of JEETARIMIERBE
unquoted equity investments in non- A% #E 3% & BB AN M
listed companies TERRE 239,051 344,214
Less: impairment losses B OREEE (270) (270)
238,781 343,944

China Machinery Engineering Corporation
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REET PR ST

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

14 TRADE AND OTHER RECEIVABLES

AARESIR)

14 ESZ R HMEWFIE

At June 30, At December 31,
2014 2013
R20144F 20134
6H30H 12H31H
RMB’000 RMB’000
AR¥TFTT AR®FT
Bills receivable i E 2 49,610 33,471
Trade receivables B 5 I GRIE
— China National Machinery Industry — N TEEE
Corporation (“SINOMACH?) BRAT ([E#]) 8,767 10,159
— fellow subsidiaries — RRNBAF] 2,457 995
— third parties —%=75 3,585,494 2,775,855
Less: allowance for doubtful debts B REREEE (545,952) (461,300)
Trade and bills receivables B 5 RWHA MR R 3,100,376 2,359,180
Amount due from/advances to fellow i YOG ES
subsidiaries NN B @2 27,083 21,034
Advances to suppliers HFE R A 1,446,954 1,213,714
Other receivables related to agency RIBARTEAERE Y
services H th i Wk IE 291,536 336,388
Derivative financial instruments PTHEERmTA 21,875 142,332
Other receivable related to disposal of BT EMHRBAT
interests in a subsidiary HE 51 O H R W SR IR - 198,325
Others Hith 675,676 734,392
Less: allowance for doubtful debts B REREE (57,160) (57,330)
5,506,340 4,948,035
Less: portion classified as current B DB AERBEENIS
assets 5,499,767 4,894,653
Non-current portion JEMEN LS 6,573 53,382
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AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

14 TRADE AND OTHER RECEIVABLES (CONTINUED)
(a) Ageing analysis
The ageing analysis of trade and bills receivables (which

are included in trade and other receivables), based on
the invoice date and net of allowance for doubtful debts,

14 ESZREMEWRIER (&)

(a)

R 2 AT

REZREH  BHRUKEAR
R REZE (N8 5 K H Al & WK
HARR) BH0E R IR B HHIRE

is as follows: PITAT ¢
At June 30, At December 31,
2014 2013
HR2014F 20134
6H30H 12H31H
RMB’000 RMB’000
AR¥TFT ARETT
Within 3 months 3E A AR 1,307,126 1,306,468
3 to 6 months 3Z61EA 716,695 218,537
6 months to 1 year 6lE A Z=1F 468,636 301,757
Over 1 year 1F DA E 607,919 532,418
3,100,376 2,359,180

There are no unified standard credit terms granted to
customers of construction contracting business and
trading business. The credit terms granted to customers
of construction 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 trading business are normally about three to six
months. The bills receivables are generally due within 180
days from the date of issuing.

1 OO China Machinery Engineering Corporation
PEEEREIRZROERAT
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14 TRADE AND OTHER RECEIVABLES (CONTINUED)

(b)

Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

Impairment of trade and other receivables

Impairment losses in respect of trade and other

receivables are recorded using an allowance account

unless the Group is satisfied that recovery of the amount

is remote, in which case the impairment loss is written off

against trade and other receivables directly.

The movement in the allowance for doubtful debts during

the period/year is as follows:

AARESIR)

14 ESZREMEWRIER (&)

(b) B 5K HMERKERE

ERE SN EH BRI RE
ERTERBESRER - BRI
REER AT RUWE KA B
K- EBERT - BEBEKE
5 B Ao W R TR R B R

REBERH " FANEBHN

T

At June 30, At December 31,

2014 2013

H20145 20134

6H30H 12H31H

RMB’000 RMB’000

AR¥F AREFor

At the beginning of the period/year — RER ~F ) 518,630 466,104

Impairment losses recognized BRI REEE 84,511 59,398

Uncollectible amounts written off WS AUk = A £ RE (29) (6,872)

At the end of the period/year REER 603,112 518,630
Attributable to: TAI L :

Trade and bills receivables B 5 el s IE & e E % 545,952 461,300

Other receivables o Ath FE UL SR IR 57,160 57,330
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REETPHI RSN T

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

15 CONSTRUCTION CONTRACTS

15 BESE

At June 30, At December 31,
2014 2013
20145 20134
6H30H 12H31H
RMB’000 RMB’000
AR¥TFTT AREFT
Gross amount due from contract EiEA R U
customers for contract work FIABRE
— current portion —mEBES 3,648,251 2,372,575
- non-current portion — EmEE D 2,949,158 3,201,943
6,597,409 5,574,518
Contract costs incurred plus S EEEARMKAMN
recognized profits less recognized B R A
losses to date BEERER 68,046,400 61,086,026
Less: progress billings B HEE R 61,291,852 55,330,915
allowance for doubtful debts for EiEA R EWFIER
construction contracts KRB 157,139 180,593
6,597,409 5,574,518

16 CASH AND CASH EQUIVALENTS

16 RERRESEEY

At June 30, At December 31,

2014 2013

120145 20134

6H30H 12H31H

RMB’000 RMB’000

ARTFT AREFT

Cash on hand FHRe 1,440 1,660
Cash at bank and other financial RERTT R E A & B AR

institutions KR & 15,684,739 14,548,506

15,686,179 14,550,166

1 02 China Machinery Engineering Corporation
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REET PR ST

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

17 BORROWINGS 17 BE&
At June 30, 2014 At December 31, 2013
H201456 5308 R2013%12A31H
Interest rate Interest rate
(%) RMB’000 (%) RMB’000
FIZ(%) ARETFT FIE(%) ANEETF T
Current: E
Short-term borrowings RHEE
Bank loans RITER
- unsecured —EmER 6.23-6.72 7,314 5.39-6.72 16,933
- secured — BER 2.35-6.78 174,275 3.26-6.60 145,650
181,589 162,583
Add: current portion of long-term m: RBEEN
borrowings mEE s 73,780 71,724
255,369 234,307
Non-current: FRE
Long-term borrowings REREE
Bank loans RITER
- unsecured — BER 1.25 2,548 1.25 2,733
~ secured - BER 1.80-2.41 114,693 1.80-2.41 148,628
117,241 151,361
Less: current portion of long-term o REEEN
borrowings mENE D 73,780 71,724
43,461 79,637
298,830 313,944
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REETPHI RSN T

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

17 BORROWINGS (CONTINUED) 17 B8 (&)

(a) The borrowings are repayable as follows: (a) BEMNEERHAWT :

At June 30, At December 31,

2014 2013

H2014%F R2013%F

6H30H 12H31H

RMB’000 RMB’000

AR¥TFT ARETT

Within 1 year or on demand 1F AR SIZ Z IR 255,369 234,307
After 1 year but within 2 years 1FEZR24F 40,793 73,728
After 2 years but within 5 years 2F E5F 2,031 3,959
After 5 years 5P E 637 1,950
43,461 79,637

298,830 313,944

(b) As at December 31, 2013 and June 30, 2014, certain (b) #2013%F12A31H &2014%6H
borrowings were secured by the Group’s property, plant 308 AEEETEERAEE
and equipment and restricted deposits. B - B KR 1 A R PR

TFRIE RIS -

China Machinery Engineering Corporation

FEIEMRE IRROERA S



Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

18 RECEIPTS IN ADVANCE 18 FEWRE

At June 30, At December 31,

2014 2013
20145 20134
6H30H 12H31H
RMB’000 RMB’000
AR F T ARETT

Receipts in advance for construction &4 RIHTEUKRIAE
contracts (note (i) (B1a20)) 4,470,442 6,035,713
Receipts in advance for sales of goods $4& & @A TEW /1B 872,845 885,437

Others Htb

— third parties —$5=75 204,625 100,514
5,547,912 7,021,664

Note: izt -

()  The balances as at December 31, 2013 and June 30, 2014 () M2013F128318 %201446H830H
represented advances received from customers (or main HsEieaxs (@i ar (Wi
contractors, if relevant) for which the related construction work ) WEK B - mEFHEEET
have not been performed as at the end of the reporting period. TR SR EARIR BT °
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Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

19 TRADE AND OTHER PAYABLES

19 B R HEMENKE

At June 30, At December 31,

2014 2013
H2014%F R2013%F
6H30H 12H31H
RMB’000 RMB’000
AR¥TFT ARETT
Bills payable NS 38,381 60,494
Trade payables B S RIE
— fellow subsidiaries — RRHB R 958,852 551,194
— third parties —$=5h 11,772,840 10,161,219
Trade and bills payables B 5 I8 R RN R 12,770,073 10,772,907
Dividends payable FEA A% B 783,883 =
Amount due to fellow subsidiaries REIZH B A R IE 3,157 2,464
Other payables related to agency RIBARFEABREEY
services H At &~ 5k 296,302 506,169
Accrued salaries, wages and benefits  fEFtE 4 - TEKREF 850,603 655,507
Other taxes payable H i fE S Fi1E 20,168 90,161
Others Hith 162,119 195,275
Financial liabilities measured at RSN AN FT 2/
amortized costs ERBE 14,886,305 12,222,483
Derivative financial instruments PTESBMTAE 65,382 6,279
Others Hih - 30
14,951,687 12,228,792
Less: portion classified as current B DERRBAR
liabilities k%) 14,897,887 12,227,087
Non-current portion e BN o 53,800 1,705

1 06 China Machinery Engineering Corporation
PEEEREIRZROERAT



Notes to the Unaudited Interim Financial Report

ARAE

Er P B E N

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

19 TRADE AND OTHER PAYABLES (CONTINUED)

(@) The ageing analysis of trade and bills payables (which
are included in trade and other payables), based on the
invoice date, is as follows:

AARESIR)

19 EZREMENRIE (&

(@ BREEREH BHZEMFRER
BNER (RE 5 REAMEMN R

BEARR) HERER D

M

At June 30, At December 31,

2014 2013

201445 R20134F

6H30H 12 A31H

RMB’000 RMB’000

AR¥FT AREFT

Within 3 months 3ME A A 6,412,986 4,707,016
3 to 6 months 3Z=61EA 703,499 761,383
6 months to 1 year 61E A =1F 2,018,887 534,083
Over 1 year 16 E 3,634,701 4,770,425
12,770,073 10,772,907
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Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014 ¢ & Z=2014%F6430H L/~ & A
(Expressed in Renminbi unless otherwise stated) (f& S A FERAS) -

20 CAPITAL AND RESERVES

(a) Dividends

(1)

(i)

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

The directors of the Company do not recommend
the payment of any interim dividend for the six
months ended June 30, 2014 (six months ended
June 30, 2013: nil).

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

On June 26, 2014 upon the approval at the annual
general meeting, the Company declared final
dividend in respect of the financial year ended
December 31, 2013 of RMBO0.19 per share, with
total amount of approximately RMB783,883,000
(2012: RMB674,964,520). The Company did not
make any dividend payments during the six months
ended June 30, 2014 (six months ended June 30,
2013: nil).

(b) Reserves

(i)

Capital reserve

Capital reserve includes:

- the
shareholders;

contributions or distributions to

— share premium as the difference between the
total amount of the par value of shares issued
and the amount of the net proceeds received
from the IPO; and

— the revaluation surplus resulting from state-
owned enterprises restructuring.

China Machinery Engineering Corporation
PEEEREIRZROERAT

AARESIR)

(i)

(b) fEtH

()

20 EXK B
(a) BE
()  AF BT K2 AR

AL

RARESTERREHE
2014F6A30H 1L/~ @ A /Y
fHR AR B (B =20134F6 A
30HIENEAR « &) -

BRE—HMBEFE IR
2K 7 B B[R #E ) 6 1 AR
REIRF AR E

R2014F6H26H © &N 2 &
RIRRBFRE LEHE
% 5K & 2013612 A31H
L BFERNRARKRESFR’
ARMBE0I9TT - B ETH
A R #783,883,0007T (2012
& ANR#674,964,5207T) °
AR RIRE ZE2014%6 830
H1E7N 8 A BRI R XA 1E
fa] B% 8. (Ff 2201346 H30
BIER@EA : &) -

B
BARFHBER

— BARAZEERNS
K

— BRORE  BE BT
DHEAEEERARN
BEMSIRRFECHE
MER K&

- BALEXEHEELME
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Notes to the Unaudited Interim Financial Report
Far P HA B R M

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

ARAE

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

20 CAPITAL AND RESERVES (CONTINUED)

(b) Reserves (continued)

(i)

(i)

Reserve fund

The reserve fund of the Company includes statutory
reserve fund and discretionary common reserve.

Pursuant to the Articles of Association of the
Company, the Company transfers 10% of its
net profit as determined in accordance with the
Accounting Rules and Regulations of the PRC to its
statutory reserve fund unless the statutory reserve
balance of the Company has reached 50% or more
of its register capital.

The Company transfers some of its net profit as
determined in accordance with Accounting Rules and
Regulations of the PRC to its discretionary common
reserve when it is approved by its shareholders.

The transfer to the reserve fund must be made
before distribution of a dividend to shareholders.
The reserve fund can be utilized in setting off
accumulated losses or increasing capital of the
Company and is non-distributable other than in
liquidation.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations that have functional
currency other than the RMB.

AARESIR)

20 EXKf#EE (&)

(b) ftE (&)

(i)

(i)

HEEE

ARBINFREESBREEE
REESLEERSBER -

BRBERARER - NAFHR
KHE P B 5t 6 R RO T
TE 2 5F A E10% TR VA TE
HEER  BRIEAREDEE
mEEREREGRERY
50% 3 A | o

REARRBBCRALE - AR
7] A] A 12 P B 2 U E ROR
FRRETE B 50 A B — JE 0 B
AEEERHRFHR -

FEEESBARABRERDIK
B ZAIE R © FEES A
FEH3H Rt BB B A
NEIMER - BTAIHED IR
(BRBEERBRIN) ©

(B F

EXRERRRENARE
NN E#E BTN RE B Ry R
SNEETEG A TS SRR EE AL O PR
BERZERE -
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AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

21

FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS

(a) Financial instruments carried at fair value

(i)

(i)

Fair value hierarchy

AARESIR)

21 ERMIEMDARER

B

(a) UAAREBEYERNEHMITA

() BAEER

At June 30, At December 31,

2014 2013
R2014% 20134
6H30H 12H31H
RMB’000 RMB’000
ARMTF T AREFT
Level 2 (Significant other SEoffk (EXH
observable inputs) B R KA E)
Assets EE
Derivative financial instruments PTHESRMIA
— foreign currency forward — EHINE S [F]
exchange contracts 21,875 142,332
Liabilities aE
Derivative financial instruments MTESHBIA
— foreign currency forward — RHINES [F
exchange contracts 61,581 -
— interest rate swaps — Fl| 242 HY 3,801 6,279

Valuation techniques and inputs used in Level 2

fair value measurements

The fair value of foreign currency forward exchange

contracts is determined by discounting the difference

between the contractual forward price and the

current market forward price. The fair value of

interest rate swaps is determined using discounted

cash flow models.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 o & %2014 6 3308 1758 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

21 FAIR VALUE MEASUREMENT OF FINANCIAL 21 €@ TAMNARETE (&
INSTRUMENTS (CONTINUED)

(b) Fair values of financial instruments carried at (b) kERAAREBEIRNEMIAN
other than fair value NRE
The carrying amounts of the Group’s financial instruments R2013F12A31H &20144F6 A
carried at cost or amortized cost are not materially 308 A& BlIZ K AN o # SRk AR
different from their fair values as at December 31, 2013 R e T EMREEEAAR
and June 30, 2014 except as follows: REWEEREZE - ATERIN
At June 30, 2014 At December 31, 2013
R201456A30H R2013F12A31H
Book value Fair value Book value Fair value
BEE ARE EEE AnfE
RMB’000 RMB’000 RMB’000 RMB’000

ARBRFr  ARETT  ARETT  ARETT

Construction contracts BEAR 6,597,409 6,513,754 5,574,518 5,381,350
Long-term borrowings REE (117,241) (115,529) (151,361) (146,943)
22 CAPITAL COMMITMENTS 22 BEAREKIE
Capital commitments outstanding at the period/year end not REFR - WA BB RS N
provided for in the interim financial report were as follows: BRENERAELT -

At June 30, At December 31,

2014 2013

N20145F 20134

6H30H 12A31H

RMB’000 RMB’000

AR¥FT ARMF T

Contracted for SHES] 274,810 310,055
Authorized but not contracted for BIEEERFTHN 1,567,363 1,411,810
1,842,173 1,721,865

Interim Report 2014
=t SELEE

111



112

Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

23 CONTINGENT LIABILITIES

(a)

(b)

Legal contingencies

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.

Guarantees

For some agency business, the Group worked with banks
to issue irrevocable letter of guarantee to buyers, which
guaranteed the repayment of advances paid by the buyer
plus interest if applicable if and when the total or part of
the advances becomes repayable to the buyer from the
seller in accordance with the relevant contracts.

As at June 30, 2014, the maximum liability of the Group
under these guarantees issued are the outstanding
amount of letter of guarantee issued through certain
banks to the buyers of RMB869,226,000 (as at December
31, 2013: RMB849,652,000), which are secured by
certain assets of the sellers or letter of guarantees
through certain banks from sellers.

The directors of the Company do not consider it probable
that a claim will be made against the Group under any
other guarantees.

China Machinery Engineering Corporation
PEEEREIRZROERAT

(a)

(b)

23 HBEEE

EERBEN

EEREHBIET  KRARRAE
SENE THBA R AR LHFL
VIR R EAME R TR
AT HABAIARBEEERE
B EMN - FRIEMEEREFF
MR ARBESFHEEMTH
BB BTSN AE BN
BIRR  RBECRELREE
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RS

HR—HERERY - AREER
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B NEREZHKEBOBRET
XA BERSKIRIR AR A R & i
BETMENEERER  BLHEEER
PSR BFINFE (ERA) ©

MN20145FE6 A30H - A& BN Z
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K & %8 & A R #869,226,0007T
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 » #£2014F6 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

24 MATERIAL RELATED PARTY TRANSACTIONS

(@) Transactions with SINOMACH and fellow

subsidiaries

Apart from those disclosed elsewhere in the financial

statements, the principal related party transactions with
SINOMACH and fellow subsidiaries, which were carried

out in the ordinary course of business are as follows:

(a)

24 EXEBERS

AARESIR)

EEHRERNBLRANRS

BB RREMBBIARES
S REBXRBBIETEEEK
R RMBARETHE ZME

RPWT

Six months ended June 30,

BZ6A30H L~EA
2014 2013
20145 20134
RMB’000 RMB’000
ARMFTT AREFT
Receipt of engineering services and X KER T3I& HH)
products from TIRARTE R E i
~ Fellow subsidiaries — ARKERA] 886,100 515,833
Provision of integrated services to M5 &5 RS R
— SINOMACH — Bl = 6,151
— Fellow subsidiaries — RZRKB AT 2,261 6,282
Lease expenses paid to RTINS THEEERA
- A fellow subsidiary ——RKRAZRWNBAF 105 105
Net deposits placed with/(withdrawn — RT3 & FHEFER
from) (ERzK) F58
— A fellow subsidiary - —RAZRWBAA] 178,790 500,000
Interest income charged to 0] T 1) & 75 U B A ) 2 A
— A fellow subsidiary - —RAZRWBAA] 16,858 147

Interim Report 2014
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Notes to the Unaudited Interim Financial Report

AEFTT R A REMEE

For the six months ended June 30, 2014  #£201446 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

24 MATERIAL RELATED PARTY TRANSACTIONS 24 EXRFEBERS (&)

(CONTINUED)

(b) Outstanding balances with SINOMACH and
fellow subsidiaries

(b)

Gk YSEEN - PN RPN
|

At June 30, At December 31,

2014 2013
201445 R20134F
6H30H 12H31H
RMB’000 RMB’000
AR¥TFT ARETFr
Cash deposits placed with RT3)% 78RS FR
— A fellow subsidiary — —XRAZRMBAFA 679,950 501,160
Trade and other receivables I TY&EFHE S K
due from H A fE U IR
— SINOMACH — B 8,767 10,159
— Fellow subsidiaries — R RKT B R A] 29,540 22,029
Receipts in advance from B 7515 77 Y E A
TE U FR T8
— SINOMACH — B 47,541 47,541
Trade and other payables RETHEFHNE S K
due to H A A FIE
— Fellow subsidiaries — R ZEKEBA A 962,009 553,658

(c) Contributions to defined contribution plans

The Group participates in various defined contribution
retirement plans organized by relevant local government
authorities of the PRC and SINOMACH for its employees.
As at June 30, 2014, there was no material outstanding
contribution to post-employment benefit plans.

1 14 China Machinery Engineering Corporation
PEEEREIRZROERAT
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Notes to the Unaudited Interim Financial Report
REET PR ST

For the six months ended June 30, 2014 ¢ & Z=2014%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

24 MATERIAL RELATED PARTY TRANSACTIONS 24 EXRFABERS (&)

(CONTINUED)

(d) Transactions with other state-controlled entities d RAFREE40ZEREFNEE

in the PRC

The Group operates in an economic environment
predominated by enterprises directly or indirectly owned or
controlled by the PRC government through its numerous
authorities, affiliates or other organizations (collectively
“State-owned Enterprises”). For the six months ended
June 30, 2013 and 2014, the Group had transactions
with State-owned Enterprises including, but not limited to,
sales of goods, rendering of services, purchase of goods
and services. The directors consider that the transactions
with these State-owned Enterprises are activities in the
ordinary course of the Group’s business and that the
dealings of the Group have not been significantly or
unduly affected by the fact that the Group and theses
State-owned Enterprises are ultimately controlled or
owned by the PRC government. The Group has also
established pricing policies for services and products, and
such pricing policies do not depend on whether or not
the customers are State-owned Enterprises. Having due
regard to the substance of the relationships, the directors
are of the opinion that none of these transactions are
material related party transactions that require separate
disclosure.

Apart from transactions mentioned above, the Group has
transactions with other state-controlled banks, including
but not limited to depositing and borrowing money.

MR 5

AEBTHTPEBRTBRERS
i BEMENEMASE
B EEEASIES N (5
BIEBERE]D REENKE
IRIBEBT &8 REE2013F &
201446 A308 1L/~ {@ A B3fE -
AEEEBEFAECHANRS
BREETREN) HEEm® &£
HEBARBEEERERY - &
ERR - HEBCENZHBER
SEFFEEBAERRES - I
BEAREBNRZ U ERRNEE K
ZEB A 15X B BT A S 4%
THIEENEEMETE AL
THEHENFE - AEEINE R
HBREMLEERR  EEE
BRRALTERAREF S R E
Bl - BRHSEFEABERNME
L% BERE 2551
BT LA B TR R E KRR 5 R
% °

B Lt R H 40 - AR E IR R E A
EEREHORTETRS 8
BETRRERREER -
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Notes to the Unaudited Interim Financial Report
REETPHI RSN T

For the six months ended June 30, 2014 o & 22014463308 1F/~@ A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

24 MATERIAL RELATED PARTY TRANSACTIONS 24 EXBEMARS (&)

(CONTINUED)
(e) Key management personnel remuneration (e) FEEEAESHM
Key management personnel are those persons holding FTEEBABNETAESEES
positions with authority and responsibility for planning, MZERE  TERITEHIAREEZE
directing and controlling the activities of the Group, BRESNOBALMAL  BFEAR
directly or indirectly, including the Company’s directors. NAESE o
Remuneration for key management personnel is as FEEBAENFTMOT :
follows:
Six months ended June 30,
HZ6H30H1L~EA
2014 2013
20144 20134
RMB’000 RMB’000
AR¥TFT ARETFT
Short-term employee benefits HHEERET 4,108 4,787
Retirement scheme contributions RIRETEIHE R 169 168
4,277 4,955
25 SUBSEQUENT EVENTS 25 HARE18
There was no material subsequent event subsequent to June R A R201456 H30R 1& I & £ ]
30, 2014. BAHAREE -

1 1 6 China Machinery Engineering Corporation
PEEEREIRZROERAT



“Articles of Association”

“Audit Committee”
“Board”

“CG Code”

“China Machinery R&D”

“China United”

“CMEC Comtrans”

“CMEC Expo”

“CMEC International Engineering”

“CMEC Machinery & Electric”

“CMEC Tendering”

Glossary of Terms
AR

the articles of association of our Company, adopted on February 14, 2011
and as amended from time to time

the audit committee of the Company
the board of Directors of the Company

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

China Machinery International Engineering Design & Research Institute Co.,
Ltd.” (PH#EEIRR TR AR EEL AR, a wholly-owned subsidiary
of our Company established in the PRC on October 5, 1993 with limited
liability

China United Engineering Corporation* (F BlEi& T2/ F]), an enterprise
established in the PRC on January 21, 1984 and a wholly-owned subsidiary
of SINOMACH, our connected person and our Promoter who holds 1.0%
equity interest in our Company as at the date of December 11, 2012

CMEC Comtrans International Co., Ltd.* (FREEESEGNRIEERESEA
Al), a wholly-owned subsidiary of our Company established in the PRC on
March 5, 1997 with limited liability

CMEC International Exhibition Co., Ltd.* (AR BEEEEFRETAR),
a wholly-owned subsidiary of our Company established in the PRC on
January 9, 1995 with limited liability

CMEC International Engineering Co., Ltd.* (F:EEBR TRARITAA),
a wholly-owned subsidiary of our Company established in the PRC on
September 9, 1997 with limited liability

CMEC Machinery & Electric Equipment Import & Export Co., Ltd.* (FF z&1#
BEH O FR A7), a wholly-owned subsidiary of our Company established
in the PRC on January 16, 1995 with limited liability

China Machinery and Equipment International Tendering Co., Ltd.* (
REEBEAREEAR]), a wholly-owned subsidiary of our Company
established in the PRC on April 29, 1996 with limited liability
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Glossary of Terms

ARR
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(BRI

[P R AT T o b

[FEBAS

GRS
[EERRE
(R ER TR
GECC

[k R

China Machinery Engineering Corporation
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ARBR2011F2 A14BERMNER (K TEHERT)

ARRENERES®

RABEEE

LR RIS+ A ez AR ER TR

P B TRERAMERREERETAR  —KMN1993F10A5H £ Bz
MEREEAR @ WAKARNEZENEBEAR

REBAS TRAR 0 —RKMN1984F1 A21 BERBRK AN E @ W AR
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BARR TN 0% HE
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“Company”, “Our Company”,
or “CMEC”

“Core Sectors”

“Corresponding Period in 20183”

“developing countries’

“Director(s)”

“Domestic Shares”

“EPC” or “turnkey”

“Global Offering”

“Group”, “we” or “us”

“H Share(s)”

“HK$H

Glossary of Terms
AR

China Machinery Engineering Corporation* (/P B # # 5% & T 12 I 19 B R
‘A d]), a company incorporated in the PRC with limited liability whose H
Shares are listed on the main board of the Stock Exchange

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

the six months ended June 30, 2013

according to the World Bank, developing countries can refer to the
countries with low- and middle-income economies, which are those with a
gross national income per capita of less than US$12,275

the director(s) of our Company

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

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

the offering by the Company of 825,700,000 H Shares for subscription
by the public in Hong Kong and placing with professional and institutional
investors outside the United Stated in December 2012

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

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

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region
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Glossary of Terms

=

A B 2%

NG E: NS R 5 PREEWMRETERMDERAR  —REFEEMALHOERAA  HHE

[ B A T A2 PRI FTER ETh

[Tz DT Bisi HPBER IRRABEENZODITERENERTE  RBAEHTERETHE
MITE

[2013F [AHA | 5 HZE2013F6 308 L7518 A

[ZERPHER ] Bii BIFHERIBITHER  BRERPBRRAEAE RN ABRRNE R KENBERK
HEABBERBWADIN2,2755 7T

== Bii IN/NE] - ==

[AER ] 5 TP AR LB SREEASAREL.007T @ THIAAREZE R R
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“INED(s)”

“International Engineering
Contracting Business”

“SA”

Y

“Listing”

“Listing Rules”

“Model Code”

SN

“non-Core Sectors”

“NSSF”

“OFAC”

“Other Businesses”

“Period”

“PRC”

“Prospectus”

“RMB” or “Renminbi”

Glossary of Terms
AR

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

the international engineering contracting business conducted by our Group
with a primary focus on EPC projects

the United States Iran Sanctions Act, as amended (P.L. 104-172, August 5,
1996) (formerly the Iran and Libya Sanctions Act of 1996)

unit of electric potential, kilovolt. 1kV=1,000 volts
listing of our H Shares on the Stock Exchange

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

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

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

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

National Council for Social Security Fund of the PRC (FFZE A R FE 2
HEREESEES)

the Office of Foreign Assets Control of the US Department of the Treasury
the other businesses conducted by our Group, other than the International
Engineering Contracting Business and the Trading Business, which include,
among others, design services, logistic services, exhibition services,
tendering agency services, export-import agency services and other
services

the six months ended June 30, 2014

The People’s Republic of China

the prospectus of the Company dated December 11, 2012

Renminbi yuan, the lawful currency of the PRC
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“SFO”

“Share(s)”

“Shareholder(s)”

“SINOMACH”

“Sinosure”

“Stock Exchange”

“Supervisor(s)”

“Trading Business”

“United States” or “US”

“US dollars” or “US$”

“Zhongnan”

Lo

*

purposes only.
Note:

ROUNDING

Glossary of Terms
AR

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

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

holder(s) of our Share(s)

China National Machinery Industry Corporation* (R El#iH T ¥ EEHER A
7)), a state-owned enterprise established in the PRC on May 21,1988, our
controlling shareholder

China Export & Credit Insurance Corporation (FFEIH A{EBRBAF), a
policy-oriented insurance company specializing in export credit insurance in
the PRC and an independent third party

The Stock Exchange of Hong Kong Limited

one (or all) of our Company’s supervisors

the international and domestic trading business conducted by our Group

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

United States dollars, the lawful currency of the United States

China Power Construction Engineering Consulting Central Southern
Company* (FEIE HER TEZATEAR AR that was 50% held by
China Power Engineering Consulting Group Zhongnan Power Design

Institute* (42 B ) T2 B &£ B $ F & 5% &1Fr) and 50% held by us

per cent

Denotes English translation of the name of a Chinese company or entity or vice versa and is provided for identification

Certain amounts and percentages figures included in this interim report have been subject to rounding adjustments, or have been
rounded to one or two decimal places. Any discrepancies between totals and sums of amounts listed in any table or diagram are

due to rounding.
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LEGAL NAME OF THE COMPANY

B MR A TR AR AR

ENGLISH NAME OF THE COMPANY

China Machinery Engineering Corporation*

BOARD OF DIRECTORS

Executive Directors

Mr. SUN Bai (Chairman)
Mr. ZHANG Chun (President)

Non-executive Directors

Mr. WANG Zhian
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)

Mr. BAI Ming (Staff representative supervisor)

JOINT COMPANY SECRETARIES

Mr. ZHOU Yamin
Ms. TSANG Fung Chu

*  For Identification Purposes Only

Corporate Information
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Corporate Information

NEER

AUTHORIZED REPRESENTATIVES

Mr. ZHANG Chun
Mr. ZHOU Yamin

AUDIT COMMITTEE

Mr. LIU Li (Chairman)
Mr. WANG Zhian
Ms. LIU Hongyu

NOMINATION COMMITTEE

Mr. SUN Bai (Chairman)
Ms. LIU Hongyu
Mr. FANG Yongzhong

REMUNERATION COMMITTEE

Mr. FANG Yongzhong (Chairman)
Mr. SUN Bai
Mr. LIU Li

STRATEGY AND DEVELOPMENT COMMITTEE

Mr. SUN Bai (Chairman)
Mr. ZHANG Chun

Mr. YU Benli

Mr. LIU Li

OPERATION AND RISK MANAGEMENT
COMMITTEE

Ms. ZHANG Chun (Chairman)
Mr. WANG Zhian

Mr. ZHANG Fusheng

Mr. FANG Yongzhong

China Machinery Engineering Corporation
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AUDITOR

International Auditor
KPMG

PRINCIPAL BANKS

Bank of China Limited

The Export — Import Bank of China

CITIC Bank

China Development Bank

Industrial and Commercial Bank of China

China Merchants Bank (Beijing Branch)

Bank of Communication (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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Corporate Information

NEER

LEGAL ADVISOR

As to Hong Kong law
Shearman & Sterling

STOCK CODE
01829
INVESTOR INQUIRIES

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

COMPANY’S WEBSITE

www.cmec.com

China Machinery Engineering Corporation
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