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ANNOUNCEMENT ON EXPECTED LOSS 
IN ANNUAL RESULTS OF 2018 
This announcement is made by CSSC Offshore & Marine Engineering (Group) Company Limited (the “Company”, and, together with its subsidiaries, the “Group”)) in accordance with Part XIVA of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and Rule 13.09 and Rule 13.10B of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited to provide shareholders of the Company and the public with the financial information of the Company. This announcement is also published on the Shanghai Stock Exchange simultaneously. The financial figures contained in this announcement are the preliminary data of the Group calculated according to the Chinese Accounting Standards and have not been audited by accounting firms. For precise financial data, please refer to the audited 2018 annual report to be formally disclosed by the Company. Investors are advised to keep investment risk in mind.

I. 
ESTIMATED RESULTS FOR THE PERIOD

(i) 
Period of the estimated results   



From 1 January 2018 to 31 December 2018.


(ii) 
Estimated results


1. 
Based on a preliminary estimate by the finance department of the Company, it is expected that the Company will record a loss for net profit attributable to shareholders of the Company for 2018 compared to the corresponding period of last year (statutory disclosed data) and will realize net profit attributable to shareholders of the Company ranging from RMB-1.65 billion to RMB-1.97 billion.


2. 
Net profit attributable to shareholders of the Company after deducting non-recurring gains and losses is estimated to range from RMB-1.58 billion to RMB-1.9 billion.


(iii) 
The estimated results for the period represent a preliminary estimate by the Company based on its results of operation and have not been audited by its auditors.
II. 
RESULTS FOR THE CORRESPONDING PERIOD OF LAST YEAR

(i) 
Net profit attributable to shareholders of the Company: RMB88 million.


Net profit attributable to shareholders of the Company after deducting non-recurring gains and losses: RMB-1,036 million.


(ii) 
Earnings per share: RMB0.0621.
III. 
MAIN REASONS FOR THE EXPECTED LOSS ON THE RESULTS FOR THE PERIOD

(i) 
Impacts of principal business

During the reporting period, the undertaking of certain shipbuilding orders of the Company were delayed than expected, and the relocation of the plant area of Guangzhou Shipyard International Company Limited (廣船國際有限公司), a controlling subsidiary of the Company, had relatively material adverse effects on the shipbuilding and production. The imbalanced production and delayed progress led to the decrease in the revenue realized during the reporting period, the increase in the cost of ship products and in turn the consolidated gross profit dropped significantly. At the same time, based on the estimates of revenue and costs, the Company made a provision for impairment for certain products, and its loss on impairment of assets recorded a significant year-on-year increase.

(ii) 
Impacts of non-operating gains and losses

Due to the relatively wide fluctuations in exchange rates, financial assets held-for-trading generated a loss of approximately RMB598 million during the year. Net gain on compensation for relocation of Guangzhou Shipyard International Company Limited in the amount of approximately RMB554 million was recorded.

(iii) 
Impacts of accounting treatments

In order to solve the bottleneck in the production resources of Guangzhou Shipyard International Company Limited, improve its shipbuilding production efficiency, and expand its ship maintenance, modification and non-ship business, Guangzhou Shipyard International Company Limited, with an approval obtained at the general meeting, acquired 100% equity interest in Guangzhou Wenchong Dockyard Co., Ltd. (廣州中船文沖船塢有限公司) in 2018. The equity transfer was completed on 24 December 2018 and requires accounting treatments for business combination under common control. Its results of operation and cash flows will be consolidated into the combined financial results of the Company since the beginning of the period of combination and is expected to increase the Company’s loss for the reporting period by RMB193 million.
IV. 
RISK WARNINGS

The Company does not have any significant uncertain factors affecting the accuracy of the estimated results in this announcement.
V. 
OTHER EXPLANATIONS

The estimated data above are only based on preliminary calculations. For precise financial data, please refer to the audited 2018 annual report to be formally disclosed by the Company. Investors are advised to keep investment risk in mind.
By order of the Board
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