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(a joint stock company with limited liability incorporated in the People’s Republic of China)
 (H Share Stock Code: 00317)
ANNOUNCEMENT ON RECEIPT OF LETTER OF UNDERTAKINGS 
PROVIDED BY CONTROLLING SHAREHOLDER
This announcement is made by the board of directors (the “Board”) of CSSC Offshore & Marine Engineering (Group) Company Limited (the “Company”) pursuant to Rule 13.09 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the Inside Information Provisions (as defined in the Listing Rules) under Part XIVA of the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).
On 14 August 2019, the Company received a letter of undertaking (the “Undertakings”) from its controlling shareholder, China State Shipbuilding Corporation Limited* (中國船舶工業集團有限公司) (“CSSC”).  Pursuant to the Undertakings, in order to resolve the horizontal competition between the Company and China CSSC Holdings Limited* (中國船舶工業股份有限公司) (“CSSC Holdings”), CSSC would, among other things, commence the establishment of marine power platform simultaneously with the implementation of the acquisition of assets through issuance of shares and raising of ancillary funds by CSSC Holdings. CSSC has also undertaken that it will commence assets swap within six months upon the completion of the above steps. After completion of the implementation of the three steps involved in the Undertakings and apart from the change in the counterparty from CSSC to CSSC and CSSC Holdings, there is no difference in terms of the assets to be held by the Company when compared with the proposal on major assets swap and connected transactions which, amongst others, has been disclosed in the Company's announcement of 4 April 2019.  Meanwhile, the implementation of the related works in step 2 and step 3 of the Undertakings still requires the separate approval and information disclosure procedures in accordance with the relevant regulations of the regulatory authorities and the Listing Rules,etc..

Details of the undertakings of CSSC are set out in the Appendix to this announcement
The Board confirms that:

1.
As at the date of this announcement, both the Company and CSSC Holdings are subsidiaries of CSSC. 

2.
The Company was not a signing party to the Undertakings, nor did it participate in the preparation of the Undertakings. 

3.
The Company has no further information about the Undertakings and the implementation thereof (including the timetable, details of the proposal(s) and parties involved) at the moment.

4.
The Company anticipates that if the Undertakings are implemented, it may impact the Company's business operation and assets.  Based on the information currently available to the Company, the Undertakings do not constitute a transaction under Chapter 14 or 14A of the Listing Rules.

5.
The Company will continue to review the matter and will publish further announcement as and when required.

With respect to the related works in step 2 and step 3 of the Undertakings provided by CSSC, the Company will comply with the separate approval and information disclosure procedures for listed companies in accordance with the relevant regulations of the regulatory authorities and the Listing Rules, etc..
Investors are advised to pay attention to investment risks.
By order of the Board
CSSC Offshore & Marine Engineering (Group) Company Limited
Li Zhidong
Company Secretary
Guangzhou, 14 August 2019
*
For identification purposes only

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. Sheng Jigang, Mr. Xiang Huiming and Mr. Chen Ji, non-executive Director Mr. Shi Jun and independent non-executive Directors Mr. Wang Yichu, Mr. Min Weiguo, Mr. Liu Renhuai and Mr. Yu Shiyou.

APPENDIX

(Undertakings)

China State Shipbuilding Corporation Limited
Letter of Undertaking to Further Resolve Horizontal Competition 
In order to ensure effective implementation of the Administrative Plan on Supply-Side Structural Reform by the Central Economic Work Conference, lower corporate gearing ratio, in response to the Strategy Guidelines on Quality Development of China State Shipbuilding Corporation Limited* (中國船舶工業集團有限公司) (the “Company”) and resolve the horizontal completion of the controlling listed subsidiaries of the Company, China CSSC Holdings Limited* (中國船舶工業股份有限公司) (“CSSC Holdings”) and CSSC Offshore & Marine Engineering (Group) Company Limited (“COMEC”) intend to conduct market-based debt-to-equity conversion and asset restructuring. Relevant transaction proposal has been announced on 5 April 2019. At present, the Company is preparing for strategic reorganisation with China Shipbuilding Industry Corporation* (中國船舶重工集團有限公司) (“CSIC”). In order to facilitate the market-based debt-to-equity conversion and the strategic restructuring in shipbuilding industry, it is proposed to adjust the restructuring proposal of CSSC Holdings and COMEC. Details on adjustments to relevant proposal and subsequent undertakings on further elimination of horizontal competition are set out below:
I. Previous proposal on asset restructuring announced by CSSC Holdings and COMEC on 5 April 2019
As considered and passed by their respective board of directors, CSSC Holdings and COMEC announced the following detailed proposal on 5 April 2019 (the “Previous Proposal”):
1.
CSSC Holdings Asset Swap: CSSC Holdings intended to swap its 100% equity interest in Hudong Heavy Machinery Co., Ltd.* (滬東重機有限公司) (“Hudong Heavy Machinery”) with partial equity interest in Jiangnan Shipbuilding (Group) Co., Ltd.* (江南造船（集團）有限責任公司) (“Jiangnan Shipbuilding”) held by the Company at equivalent consideration.
2.
COMEC Asset Swap: Upon the completion of the aforesaid asset swap by CSSC Holdings, the Company swapped its 100% equity interest in CSSC Marine Power Co., Ltd.* (中船動力有限公司) (“CSSC Marine Power”), 51% equity interest in CSSC Marine Power Institute Co., Ltd.* (中船動力研究院有限公司) (“CSSC Marine Power Institute”), 15% equity interest in CSSC-MES Diesel Co., Ltd.* (上海中船三井造船柴油機有限公司) (“CSSC-MES”) and 100% equity interest in Hudong Heavy Machinery acquired under the above asset swap with partial equity interest in each of CSSC Huangpu Wenchong Shipbuilding Company Limited* (中船黃埔文沖船舶有限公司) (“Huangpu Wenchong”) and Guangzhou Shipyard International Company Limited* (“GSI”) held by COMEC at equivalent consideration.
3.
Acquisition of assets and fund raising by CSSC Holdings through issuance of shares: CSSC Holdings intended to acquire the 36.27% equity interest in Shanghai Waigaoqiao Shipbuilding Co., Ltd.* (上海外高橋造船有限公司) (“Waigaoqiao Shipbuilding”) and the 21.46% equity interest in CSSC Chengxi Shipbuilding Co., Ltd.* (中船澄西船舶修造有限公司) (“CSSC Chengxi”) jointly held by nine parties, including the Company, Huarong Ruitong Equity Investment Management Co., Ltd.* (華融瑞通股權投資管理有限公司) (“Huarong Ruitong”), New China Life Insurance Company Ltd. (新華人壽保險股份有限公司) (“New China Life Insurance”), China Structural Reform Fund Co., Ltd.* (中國國有企業結構調整基金股份有限公司) (“China Structural Reform Fund”), China Pacific Property Insurance Co., Ltd. (中國太平洋財產保險股份有限公司) (“CPIC Property Insurance”), China Life Insurance Company Limited (中國人壽保險股份有限公司) (“China Life”), PICC Property and Casualty Company Limited (中國人民財產保險股份有限公司) (“PICC”), ICBC Financial Asset Investment Co., Ltd.* (工銀金融資產投資有限公司) (“ICBC Investment”) and Beijing Dongfu Tianheng Investment Centre LLP (北京東富天恒投資中心（有限合伙）) (“Dongfu Tianheng”), through issuance of shares; acquire the remaining equity interest in Jiangnan Shipbuilding held by CSSC upon the completion of CSSC Holdings Asset Swap through issuance of shares by CSSC; acquire the 29.82% equity interest in Jiangnan Shipbuilding jointly held by CSSC Investment Development Co., Ltd. (中船投資發展有限公司) (“CSSC Investment”), ICBC Investment, BOCOM Financial Asset Investment Co., Ltd.* (交銀金融資產投資有限公司) (“BOCOM Investment”), State Military-Civil Integration Property Investment Fund Co., Ltd.* (國家軍民融合產業投資基金有限責任公司) (“Military-Civil Integration Fund”), Guohua Military-Civil Integration Property Development Fund Management Co., Ltd.* (國華軍民融合產業發展基金管理有限公司) (“Guohua Fund”), ABC Financial Asset Investment Co., Ltd.* (農銀金融資產投資有限公司) (“ABC Investment”), Guoxin Jianxin Equity Investment Fund (Chengdu) Partnership LLP* (國新建信股權投資基金（成都）合伙企業（有限合伙）) (“Guoxin Jianxin Fund”), BOC Financial Asset Investment Co., Ltd. (中銀金融資產投資有限公司) (“BOC Investment”), Dongfu Guochuang (東富國創) and Beijing State Development Aviation Generator Investment Fund Centre LLP (北京國發航空發動機產業投資基金中心（有限合伙）) (“State Development Fund”) through issuance of shares; acquire the 23.58% equity interest in GSI and the 30.98% equity interest in Huangpu Wenchong jointly held by nine parties, including Huarong Ruitong, Zhongyuang Asset, New China Life Insurance, China Structural Reform Fund, CPIC Property Insurance, China Life, PICC, ICBC Investment and Dongfu Tianheng, through issuance of shares; and acquire the 76.42% equity interest in GSI and the 69.02% equity interest in Huangpu Wenchong jointly held by the Company and COMEC upon the completion of COMEC Asset Swap through issuance of shares to both companies.
Upon the completion of the aforesaid acquisition of asset through share issuance, CSSC Holdings will hold 100% equity interest in each of Jiangnan Shipbuilding, Waigaoqiao Shipbuilding, CSSC Chengxi, GSI and Huangpu Wenchong, while COMEC will hold 100% equity interest in each of Hudong Heavy Machinery and CSSC Marine Power, 51% equity in CSSC Marine Power Institute and 15% equity interest in CSSC-MES.
II. Proposal adjustment 

As the Company and CSIC are preparing for strategic reorganisation, in order to facilitate the market-oriented debt-to-equity conversion and the strategic restructuring in shipbuilding industry, it is proposed to take the following steps to optimise and adjust the Previous Proposal (the “Adjusted Proposal”):

1. Step 1: CSSC Holdings intends to acquire the 100% equity interest in Jiangnan Shipbuilding jointly held by 11 parties, including the Company, CSSC Investment, ICBC Investment, BOCOM Investment, State Military-Civil Integration Property Investment Fund Co., Ltd., Guohua Fund, ABC Investment, Guoxin Jianxin Fund, BOC Investment, Dongfu Guochuang and Guofa Fund, through issuance of shares; acquire the 36.2717% equity interest in Waigaoqiao Shipbuilding and the 21.4598% equity interest in CSSC Chengxi jointly held by 9 parties, including the Company, Huarong Ruitong, New China Life Insurance, China Structural Reform Fund, CPIC Property Insurance, China Life, PICC, ICBC Investment and Dongfu Tianheng, through issuance of shares; acquire the 23.5786% equity of GSI and the 30.9836% equity of Huangpu Wenchong jointly held by 9 parities, including Huarong Ruitong, Zhongyuan Asset, China Life Insurance, China Structural Reform Fund, CPIC Property Insurance, China Life, PICC, ICBC Investment and Dongfu Tianheng, through issuance of shares; acquire the 27.4214% equity interest in GSI held by COMEC through issuance of shares (the “CSSC Asset Acquisition Through Share Issuance”);

2. Step 2: CSSC will make capital contribution using its 100% equity interest in CSSC Marine Power, 51% equity interest in CSSC Marine Power Institute and 15% equity interest in CSSC-MES, while CSSC Holdings will make capital contribution using its 100% equity interest in Hudong Heavy Machinery to jointly establish the CSSC Marine Power Group (the “Establishment of Marine Power Platform”);

3. Step 3: COMEC will carry out asset swap of its 69.02% equity interest in Huangpu Wenchong and the 49% equity interest in GSI with the 100% equity interest in CSSC Marine Power Group held by CSSC Holdings and CSSC (the “Asset Swap”). 
The above three steps are not conditional with each other.
III. Further undertakings of the Company

In response to the above proposal adjustments, the Company further undertakes that:

1. In order to eliminate the horizontal competition between CSSC Holdings and COMEC, the Company undertakes to commence step 2 (i.e. the Establishment of Marine Power Platform) simultaneously with the implementation of step 1 (i.e. acquisition of assets and fund raising by CSSC Holdings through issuance of shares). The Company also undertakes to commence step 3 (i.e. the Asset Swap) within six months upon the completion of step 1 and step 2.

2. If the Company violates the above undertakings and causes damage to the interests of CSSC Holdings and COMEC, the Company agrees to bear the corresponding financial compensation liabilities. The Company guarantees that if the above undertakings are violated, the Company is willing to bear the corresponding legal responsibilities.
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