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OVERSEAS REGULATORY ANNOUNCEMENT

AND

INSIDE INFORMATION

PROPOSED INTRODUCTION OF THIRD-PARTY INVESTORS FOR
CAPITAL INCREASE TO CERTAIN SUBSIDIARIES 
This announcement is made by CSSC Offshore & Marine Engineering (Group) Company Limited (the "Company") pursuant to Rules 13.09(2) and 13.10B of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Hong Kong Listing Rules") and Part XIVA of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).
References are made to the announcement of the Company dated 26 September 2017 relating to Suspension of Trading of A Shares regarding the Plan for Significant Transaction, the announcement of the Company dated 10 October 2017 relating to Progress of Significant Transaction, the announcement of the Company dated 17 October 2017 relating to Suspension of Trading regarding Material Asset Reorganisation, the announcement of the Company dated 24 October 2017 relating to Progress of Material Asset Reorganisation, the announcement of the Company dated 26 October 2017 relating to Continuing Suspension of Trading of A shares in relation to Material Asset Reorganisation, the announcement of the Company dated 2 November 2017 relating to Progress of Material Asset Reorganisation, the announcement of the Company dated 9 November 2017 relating to Progress of Material Asset Reorganisation, the announcement of the Company dated 10 November 2017 in relation to Continuing Suspension of Trading of A Shares in relation to Material Asset Reorganisation and the announcement of the Company dated 17 November 2017 in relation to Progress of Material Asset Reorganisation. 
INTRODUCTION
The Company proposed to introduce third-party investors to increase the capital of two of its wholly owned subsidiaries (the “Proposed Capital Increase”), namely Guangzhou Shipyard International Company Limited (廣船國際有限公司) (“GSI”) and CSSC Huangpu Wenchong Shipbuilding Company Limited (中船黃埔文沖船舶有限公司) (“Huangpu Wenchong”) . The aggregate amount of the Proposed Capital Increase is contemplated to be no more than RMB5.532 billion (the final amount of the Proposed Capital Increase is subject to the approval by the PRC competent authorities). At present, the Company is implementing the relevant internal decision-making procedures and has not yet entered into any formal agreements with any of the investors.
The Proposed Capital Increase is an integral part of the Company’s work to steadily lower its gearing ratio and is in line with the relevant national policies and the development objectives of the Company. It will not have any adverse impact on the interests of the Company and its shareholders as a whole.
The proposed increase in capital does not constitute a material asset restructuring under the Administrative Measures on Material Asset Restructuring of Listed Companies (《上市公司重大資產重組管理辦法》) of the China Securities Regulatory Commission.
In accordance with certain regulatory requirements, the Proposed Capital Increase is still subject to the consideration and approval at the general meeting of the Company.
I. OVERVIEW OF THE TRANSACTION
Major Terms of the Proposed Capital Increase 
On 17 November 2017, the Resolution on the Proposed Introduction of Third-Party Investors for Capital Increase to Certain Subsidiaries (the “Capital Increase Resolution”) was considered and approved at the 43rd meeting of the eighth session of the board (the “Board”) of directors (the “Directors”) of the Company, pursuant to which the Company proposed to introduce third-party investors to increase the capital of GSI and Huangpu Wenchong (together, the “Target Companies”). The aggregate amount of the Proposed Capital Increase is contemplated to be no more than RMB5.532 billion and the final amount of the Proposed Capital Increase is subject to the approval by the PRC competent authorities. At present, the Company is implementing the relevant internal decision-making procedures and has not yet entered into any formal agreements with any of the investors.

Since the aggregate amount of the Proposed Capital Increase is contemplated to be no more than RMB5.532 billion (the final amount of the Proposed Capital Increase is subject to the approval by the PRC competent authorities),  such amount is lower than the minimum amount for a material asset reorganisation under the Administrative Measures for the Material Asset Reorganisations of Listed Companies (《上市公司重大資產重組管理辦法》). As such, the Proposed Capital Increase does not constitute a material asset reorganisation of the Company.

The Proposed Capital Increase constitutes a related-party transaction under the rules and regulations of the Shanghai Stock Exchange and is therefore subject to Shareholder's approval.

Performance of Relevant Procedures

On 17 November 2017, the Capital Increase Resolution was considered and approved at the 43rd meeting of the eighth session of the Board of Directors of the Company. Since each of the following Directors holds managerial positions at China State Shipbuilding Corporation (中國船舶工業集團公司) (“CSSC”), the controlling shareholder of the Company, and/or the Target Company: Mr. Han Guangde is the chairman of the board of directors and party secretary of GSI and the chairman of the board of directors of Guangzhou Shipyard Co., Ltd. (廣州造船廠有限公司); Mr. Chen Zhongqian is the chairman of the board of directors and party secretary of Huangpu Wenchong; Mr. Xiang Huiming is the general manager and deputy party secretary of Huangpu Wenchong; Mr. Chen Ji is the party secretary of Guangzhou Shipyard Co., Ltd., and the general manager and deputy party secretary of GSI; Mr. Yang Li is the chairman of the board of directors of CSSC (Hong Kong) Shipping Company Limited (中國船舶（香港）航運租賃公司) and China United Shipbuilding Company Limited (華聯船舶有限公司); Mr. Wang Guozhong is the director of CSSC No.11 Research Institute (中船集團第十一研究所), in accordance with the Company’s internal control policy on related-party transactions, they have abstained from voting on the Capital Increase Resolution. All Directors (including the independent non-executive Directors) except for those who have abstained from voting  have approved the above resolution.
On 17 November 2017, the Capital Increase Resolution was considered and approved at the 30th meeting of the eighth session of the Supervisory Committee of the Company.
The Proposed Capital Increase is still subject to the consideration and approval at the general meeting of the Company.
II. PRINCIPAL INFORMATION ON THE PROPOSED CAPITAL INCREASE
Basic Information on the Target Companies
	GSI 

	Name of entity
	
	Guangzhou Shipyard International Company Limited (廣船國際有限公司 ), formerly known as CSSC Guangzhou Longxue Shipbuilding Co., Ltd. (廣州中船龍穴造船有限公司)

	Nature of entity
	
	Limited liability company (wholly owned by wholly foreign-owned legal person)

	Legal representative
	
	Han Guangde (韓廣德)

	Registered capital
	
	RMB6,539,359,821

	Date of establishment
	
	25 May 2006

	Term of operation
	
	No fixed term

	Registered address 
	
	1/F, 68 Pearl River Management Zone West Road, Nansha District, Guangzhou

	Principal place of business
	
	18 Qihang Road, Nansha District, Guangzhou, the PRC

	Business scope
	
	Motor manufacturing; manufacturing and installation of ship outfitting; manufacturing of steel structures; manufacturing of navigation aids and other related equipment; repair of metal products; crane manufacturing; manufacturing of marine equipment; repair of general equipment; import and export of goods (other than the goods subject to special license and control); manufacturing of recreational ships and sports ships; manufacturing of non-metal ships; refitting and dismantling of ships; ship repair; manufacturing of metal ships; manufacturing of steel structures and parts; retail of electrical equipment; manufacturing of generators and generation units; import and export of technology; wholesale trading of goods (other than goods subject to license and approval); manufacturing of micro-motors and other motors; manufacturing of containers; manufacturing of metal structures; manufacturing of metal pressure vessels; processing of mechanical parts; manufacturing of tempered glass; manufacturing of cutting tools; manufacturing of other furniture; engineering survey and design; mechanical technology transfer services; water transport equipment leasing services; ship pilotage services; international freight forwarding services; goods declaration agency services; enterprise management services (other than those operated subject to license); design, construction and repair of security technology prevention systems; water transportation engineering design services; container leasing services; mechanical equipment leasing; general engineering contracting services; despatch of labour overseas (excluding seamen); provision of facilities such as piers, barge anchorage and buoys to ships; (approvals from competent authorities shall be obtained for the operation of the activities requiring approval in accordance with the laws)

	Shareholding structure
	
	100% held by the Company as at the date of this announcement


	Huangpu Wenchong 

	Name of entity
	
	CSSC Huangpu Wenchong Shipbuilding Company Limited (中船黃埔文沖船舶有限公司) 

	Nature of entity
	
	Limited liability company (wholly owned by legal person)

	Legal representative
	
	Chen Zhongqian (陳忠前)

	Registered capital
	
	RMB1,973,798,542

	Date of establishment
	
	1 June 1981 

	Term of operation
	
	From 1 June 1981 to long-term

	Registered address 
	
	Changzhou Street, Huangpu District, Guangzhou, the PRC

	Business scope
	
	Manufacturing of special maritime engineering equipment; processing and treatment of metal scraps and debris; manufacturing of metal ships; manufacturing of non-metal ships; manufacturing and installation of ship outfitting; refitting and dismantling of ships; ship repair; ship design services; manufacturing of steel structures; metal structure design services; manufacturing of metal structures; manufacturing of containers; container repair; manufacturing of metal pressure vessels; manufacturing of forgings and powder metallurgy products; manufacturing of light and small lifting equipment; crane manufacturing; lifting equipment installation services; manufacturing of special equipment for drilling and recovery of oil; manufacturing of special refining and chemical production equipment; manufacturing of special equipment for environmental protection; manufacturing of cooling and air conditioning equipment; manufacturing of metal accessories and stands for construction; building construction engineering design services; other warehousing industry (other than warehousing of crude oil, product oil, gas and dangerous goods); import and export of goods (other than the goods subject to special license and control); import and export of technology; wholesale trading of goods (other than goods subject to license and approval); retail trading of goods (other than goods subject to license and approval); manufacturing of marine equipment; maritime engineering construction; engineering technology consulting services; provision of facilities such as piers, barge anchorage and buoys to ships; road freight transportation; (approvals from competent authorities shall be obtained for the operation of the activities requiring approval in accordance with the laws)

	Shareholding structure
	
	100% held by the Company as at the date of this announcement


Basis of Consideration of the Proposed Capital Increase

The consideration of the Proposed Capital Increase will be determined based on the valuation of net assets of the Target Companies. At present, the Company is in the process of commencing auditing and valuation, etc. with the relevant intermediaries.
Major terms and arrangement of the Proposed Capital Increase

As at the date of this announcement, the Company has not entered into any agreements in respect of the increase in capital of the relevant subsidiaries with any third-party investors. In the event of entering into the formal agreements with third-party investors, the Company will fulfil the disclosure obligation in a timely manner in accordance with both the Rules Governing the Listing of Stocks on the Shanghai Stock Exchange and the Hong Kong Listing Rules. 

Upon completion of the Proposed Capital Increase, it is expected that the Company will maintain its control over the Target Companies by virtue of their articles of association and the provisions under the relevant capital increase agreement(s).
III. EFFECTS OF THE TRANSACTION ON THE COMPANY
In order to follow and implement the national policy of “de-capacity, de-stocking, de-leverage, cost reduction and improvement of weaknesses” in relation to the supply-side structural reform, to promote state-owned enterprise reform and to further improve its corporate governance structure, the Company proposed the introduction of third-party investors to increase the capital of its subsidiaries.

The Proposed Capital Increase will significantly reduce the Company’s asset-liability ratio, enhance the Company’s capital structure and lower the financial risk. This will help enhance the core competitiveness and sustainability of the Company.
Further information will be disclosed by the Company in a timely fashion in accordance with the Hong Kong Listing Rules as and when there is progress in relation to the Proposed Capital Increase.

Shareholders and potential investors of the Company are advised to exercise caution when dealing in the shares of the Company.

By order of the Board

CSSC Offshore & Marine Engineering (Group) Company Limited
Li Zhidong

Company Secretary
Guangzhou, 17 November 2017
As at the date of this announcement, the Board comprises eleven Directors, namely executive Directors Mr. Han Guangde, Mr. Chen Zhongqian, Mr. Chen Liping, Mr. Xiang Huiming and Mr. Chen Ji, non-executive Directors Mr. Yang Li and Mr. Wang Guozhong and independent non-executive Directors Mr. Song Dejin, Mr. Zhu Mingyou, Mr. Wang Yichu and Mr. Min Weiguo.
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