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ANNOUNCEMENT 

IN RELATION TO PROVISION FOR ASSETS IMPAIRMENT
In order to objectively reflect the financial status and operating results of CSSC Offshore & Marine Engineering (Group) Company Limited (the "Company") during the Reporting Period, the Company and its subsidiaries have reviewed various assets of them on the balance sheet date in accordance with the relevant provisions of the "Accounting Standards for Business Enterprises" and the Company's accounting policies, and the assets with signs of impairment were tested for impairment. Based on the test results, the Company and its subsidiaries made provision for impairment of assets of which the estimated net realizable values were below their carrying amounts. The relevant information is hereby announced as follows:
I.
Explanation about provision for impairment of assets
1. The R550D1# and 2# offshore oil drilling platform constructed for Shipowner ALLIANCE OFFSHORE DRILLING PTE LTD and 115M offshore support vessel project constructed for Pacific Crest Pte Ltd by CSSC Huangpu Wenchong Shipbuilding Company Limited（“Huangpu Wenchong”, a subsidairy controlled by the Company） faced performance risks due to the market downturn of marine engineering industry and operating difficulties of Shipowner。In particular, as ALLIANCE OFFSHORE DRILLING PTE LTD failed to perform its obligation of taking delivery of R550D1#offshore oil drilling platform in accordance with the construction contract,Huangpu Wenchong terminated construction of R550D2# project;Pacific Crest Pte Ltd and Huangpu Wenchong have negotiated to rescind the contract in relation to 115M offshore support vessel project,and Pacific Crest Pte Ltd has waived 20% advance payment of the contract and other related rights thereunder. The total amount of aforementioned offshore support vessel project contract reached USD 407,600,000.In consideration of factors including the payment collection at the early stage of the contract and the indemnity expected to be obtained afterwards, the Company has analyzed and tested the expected net realizable value of R550D1#, 2# offshore oil drilling platform and 115M offshore support vessel project, and made provision of RMB277,692,300 for asset impairment based on the testing results.
2. 
Affected by the rising prices of raw materials such as steel and production factors such as labor, the Company's cost of shipbuilding increased; and the relocation of the factory of Guangzhou Shipyard International Company Limited, a subsidiary controlled by the Company, had a significant adverse impact on shipbuilding production. Combined with uneven production and delays in progress, it resulted in increased fixed cost per ship; the above factors caused the increased cost of ships under construction, and the estimated net realizable value of certain ships is expected to be lower than their carrying amount. According to the testing results, the provision for impairment on contract performance cost in respect of ships under construction amounted to RMB 302,801,300.

3. 
The Company conducted separate impairment test on the receivables with significant single amount within the scope of consolidation as at the end of the period. Based on the test results, CSSC Guangzhou Wenchong Shipbuilding Company Limited（a subsidairy indirectly controlled by the Company）made provision for bad debts of RMB 22,710,800 in relation to the other receivable of its subsidiary Guangzhou Nanfang Special Coating Co., Ltd. ("Nanfang Special Coating"). Nanfang Special Coating was officially declared bankrupt and wound up in May 2018. It is expected that the receivables would not be recovered, so the provision for bad debts would be fully made.
In summary, for prudence sake, the Company made provision for impairment of assets of RMB 603,204,400 for the above matters.
II.
The impact of provision for impairment on the Company's financial position
The provision for assets impairment will reduce the total profit of the Company in the consolidated financial statements for 2018 by RMB 603,204,400. 
III.
Opinions of the Board of Directors on Provision for Impairment of Assets 
The provision for assets impairment has been considered and approved by all members of the ninth Board of Directors at their 12th meeting. In accordance with relevant regulations of the "Accounting Standards for Business Enterprises" and the Company's accounting policies, the Company will make measurements on the net realizable value of the Company's existing products within the scope of consolidation and reassessment of the collection risk of outstanding projects. The Company has recognized provision of RMB 603,204,400 for impairment of assets.
IV.
Opinions of the Independent Directors on Provision for Impairment of Assets
The independent directors of the Company believe that the provision for assets impairment has sufficient basis, and it is in line with relevant regulations such as the “Accounting Standards for Business Enterprises” and the actual situation of the Company. The decision-making procedure in relation to the provision for  impairment of assets is in compliance with relevant laws and regulations and the Articles of Association, and does not harm the interests of the Company and its shareholders, in particular minority shareholders, as a whole.
V. Opinions of the Audit Committee on Provision for Impairment of Assets
The Company's audit committee believes that the Company's provision for assets impairment complies with and is in consistent with the relevant provisions of the "Accounting Standards for Business Enterprises" and the Company's accounting policies. For prudential purpose, the Company made provision for assets impairment based on the actual conditions of the assets, and provided true, reliable and accurate accounting information, which reflected an objective, truthful and fair picture of the financial position and assets value of the Company.
VI.
Opinions of the Supervisory Committee on Provision for Impairment of Assets
The provision for impairment of assets has been considered and approved by all the members of the tenth session of the Supervisory Committee at their 10th meeting. The Supervisory Committee of the Company believes that the process of making provision for impairment of assets is in compliance with the relevant provisions of the “Accounting Standards for Business Enterprises” and the Company's accounting policies. The basis and reasons for the provision are adequate. The Company's financial position and operating results can be fairly reflected after the provision for assets impairment.
By order of the Board

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

Guangzhou, 22 March 2019 
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