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Corporate Structure

REIEEEREEFPRYT

CHINA STATE CONSTRUCTION INTERNATIONAL HOLDINGS LIMITED

HONG KONG MACAU

Building Building
Construction Construction
Civil Engineering Civil Engineering
Works Works
Foundation Foundation
Engineering Engineering
Works Works
Mechanical and Mechanical and
Electrical Electrical
Engineering Works Engineering Works
Other Construction Other Construction
Related Business Related Business

"BT" — "Build-Transfer”
“BOT" — "Build-Operate-Transfer”
“PPP" — "Public-Private-Partnership”

MAINLAND CHINA

Infrastructure
Investment
(BT, BOT & PPP)*

Operation of
Infrastructure
Assets

Construction
Industrialisation

Other Construction
Related Business

OTHERS

Curtain Wall System**

Operate through a listed subsidiary, Far East Global Group Limited (Stock Code: 00830)
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Chairman’s Statement

INNOVATIVE BRAND OPERATION

OPERATION RESULTS

The Group's unaudited profit attributable to the owners of the Company for the half year
ended 30 June 2016 was HK$2,253 million, representing an increase of 20.4% as
compared with the corresponding period of last year. The revenue was HK$18,845 million,
representing an increase of 10.7% as compared with the same period of last year. Cash
returns on investments in infrastructure projects amounted to HK$8,531 million,
representing an increase of 220% as compared with the same period of last year. Earnings
per share was HKb55.32 cents, representing an increase of 18.6% as compare with the
same period of last year.

DIVIDEND PAYMENT

The Board declared an interim dividend of HK15.00 cents per share for the period ended
30 June 2016.

REVIEW OF OPERATION

In the first half of the year, the global economic recovery remained slow due to various
unfavourable factors, including low demand and inflation rate, slow growth, high
unemployment rate, huge debt and credit bubbles. International Monetary Fund and World
Bank lowered their forecasted global economic growth for 2016 by 0.3% and 0.5%,
respectively. The economic recovery in US has been stable while UK has faced increasing
uncertainties brought by “Brexit”. Economies of Japan and Europe were still lacklustre
despite stimulative monetary policies. China’s economy was supported and suppressed by
various factors at the same time.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuED)

During the year, the Group has adopted an operating strategy of “prudent and innovative
operation to expand our markets and manage our brand”. In face of complicated and ever-
changing market environment, we have pursued our “Dual Core Driving Strategy of
Construction Engagement and Infrastructure Investment”, so as to retain our advantages
and consolidate our business scale and brand recognition in construction industry in Hong
Kong and Macau. By grasping opportunities brought by the increasing investments in
infrastructure projects in China, we have been innovating our investment and financing
channels and building up our brand recognition. Through strengthening our management
and control capability, we are able to maintain our sound and stable development.

MARKET CONDITIONS

Driven by infrastructure and livelihood-related projects launched by governments, the scale
of construction market in Hong Kong and Macau has remained stable. However, the
industry resources have been increasingly inadequate. In face of the slow economic
growth, the State has proactively implemented a series of fiscal policies to boost up
investments. As such, infrastructure investments have faced a “window phase”. In
addition, as commercial buildings in various regions are going to be launched, the business
opportunities in glass curtain wall market will increase accordingly.

1. Hong Kong and Macau

Hong Kong maintained a slow and moderate economic growth, while Macau's
economy showed a slowdown due to the consolidation of the gambling industry.
The Group further implemented differentiated and competitive strategies including
internal interaction, investment-driven contracting and brand management. Our
business has expanded despite the adverse market conditions. New contracts in
Hong Kong and Macau amounted to HK$17,740 million in the first half of the year.
Key projects under construction were under smooth operation. The Group actively
followed up the investment-driven general contracting business. A number of
investment projects were carried out progressively.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuED)
MARKET CONDITIONS (CONTINUED)

2.

12

Mainland China

As mainland China was under the pressure of economic downturn, various
stabilisation policies have been implemented and the development of investment
projects was accelerated. Since financing has been improved, infrastructure
investments have maintained a strong growth. The Group achieved new
breakthroughs on the expansion of investment scope and innovation of business
models and secured new contracts of HK$23,390 million in aggregate in the first half
of the year. The Group won the bid of a batch of Public-Private-Partnership (“PPP")
infrastructure projects with greater significance. Adhering closely to the state policy,
the Group recorded satisfactory results in underground utility tunnel business and
successively won the bid of construction industrialisation projects of affordable
housing.

Curtain Wall

Curtain wall market in Hong Kong continued to be robust whereas that in Macau
was gradually shrinking. With the market in North America recovering steadily and
by maintaining a sizeable presence in Asia Pacific markets, business opportunities
have increased accordingly. Adhering to an operating strategy of “Big Market, Major
Client, Large-scale Project”, Far East Global Group Limited ("FEG") achieved
significant results in market expansion, securing new contracts of HK$1,850 million
in the first half of the year. It was awarded various quality projects with better brand
effect, higher expected gross profit and controllable risk by private developers.
Projects under construction were operating smoothly.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuep)

CORPORATE GOVERNANCE

The Group strictly complied with the laws and regulations. With effective monitoring by
the Board and enhanced communication with investors, information is promptly released
to enhance the transparency of operation, so as to improve the corporate governance
standards. The Board is committed to maintaining a high standard of business ethics, a
healthy corporate culture and a good corporate practice. The Group established an all-
round corporate system and optimised corporate governance to regulate its business
operations. The Group also adjusted its strategies in line with market changes to better
capitalise on the function and role of each dedicated decision-making team. The Group also
strengthened the regional and specialised management capabilities of each business unit
to enhance management efficiency.

RISK MANAGEMENT

Based on its general operation target, the Group has established a sound risk management
system. Through formulating a risk management strategy, it has basic risk management
procedures in place for each operation management unit. With effective coordination
among its information system, organisational function system and internal control system,
the Group was able to nurture excellent risk management culture and implement
comprehensive risk management with standardised system guarantee.

In respect of fluctuations in the financial market in the first half of the year, the Group
adopted effective measures on asset structure to mitigate foreign exchange rate risks,
including further consolidating the financing platform in mainland China and increasing the
proportion of Renminbi loans; ensuring the smooth cash flow between China and Hong
Kong and retrieving Renminbi funds from Mainland China; and increasing the proportion of
overseas assets pegged with US dollars, including the acquisition of China Overseas
Building.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuep)

FINANCIAL MANAGEMENT

Adhering to its prudent financial management principle, the Group accelerated the turnover
rate of assets and continued to refine the loan structure to strengthen the capability of
securing resources. The Mainland investment business has entered into a virtuous cycle of
development. The settlement progress of infrastructure project in the first half of the year
was beyond our expectation. Momentum of internal growth has enhanced significantly. In
the first half of the year, the Group secured new loans of RMB1,600 million in Mainland
China, with drawdown of loans in Mainland China of RMB910 million and drawdown of
loans in Hong Kong of HK$1,350 million. At 30 June 2016, the Group had bank deposits of
HK$14,096 million and total borrowings of HK$19,765 million, and a net gearing ratio of
22.7%, with total drawdown of bank loans amounting to HK$2,548 million, and committed
but unutilised credit facilities amounting to HK$18,914 million.

HUMAN RESOURCES

The Group formulated differentiated strategies of talents according to different
characteristics of each business segment and progressively carried out training and
building of talents under the 13th Five Year Plan. The Group facilitated the balanced
development of each management task as well as the reasonable and effective allocation
of human resources and strengthened the fundamental works to enhance performance
and efficiency of the staff. These efforts provided a solid talent pool for the sustainable
development of each business segment. In addition, the Mainland investment business of
the Group has implemented an innovative mechanism of human resources and moderately
delegated its power to regional companies for their team building so as to meet the
growing demand for talents.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuep)

CAPITAL OPERATION

In January 2016, the long-term credit rating and senior unsecured note rating of the Group
has been raised by Fitch from “BBB"” to “BBB+" with outlook of“stable”, reflecting the
recognition from the capital market regarding the order growth and strong financial position
of the Group amid the adverse environment.

In June 2016, the Group has successfully placed shares to the parent company with net
proceeds raised of HK$4,810 million which has expanded our share capital, optimised our
financial structure and provided a stronger financial position for the Group's development
on infrastructure and investment business. In addition, the Group acquired China Overseas
Building, an A-graded office building in Wan Chai, Hong Kong. The acquisition has further
enhanced the brand reputation and the financial structure of the Group, and brought stable
investment returns and potential increase in revenue.

TECHNOLOGY INNOVATION

In the first half of the year, the Group has received approval from the PRC government for
one application of invention patent and three applications of utility model patent. In
addition, three applications of technological innovation have been appraised by provincial
authorities as internationally advanced technological invention. The Group has also
participated in the preparation of “Technological Guideline for the Examination of
Prefabricated Concrete Structures in Anhui Province”, which was the first technological
guideline for the examination of prefabricated concrete structures in the PRC and
complemented the deficiency in the industry.

The supply chain information system developed by the Group has been successfully
applied to business segments such as industrialised construction and glass curtain wall
construction. With such system, a comprehensive operation and monitoring has been
achieved in all processes, including resources requesting, purchasing, warehousing,
inventory management, materials picking, as well as inventory management, sales and
transportation of finished products. Our management has been significantly strengthened
by shortening the turnover of cash flow, effectively coordinating the allocation of resources
and satisfying the business development needs of analysis, estimation, risk control and
management of replicated business.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuep)

SOCIAL RESPONSIBILITY

The Group issues a corporate social responsibility report every year, striving to maintain
open and transparent communication to enable stakeholders to fully understand the
sustainable development of the Group. In pursuit of good corporate citizenship, the Group
has been widely recognised and has been awarded the “Caring Company” logo by the
Hong Kong Council of Social Service since 2008.

As for charities, the Group has organised “China State Environmental Protection Day” for
consecutive 10 years in order to enhance the awareness of environmental protection of
employees in response to “World Environment Day”. The Group also organised the “Guide
Tour to Mai Po Nature Reserve” on 3 June as an opportunity for its employees to
experience the conservation work in the wetland and observe birds in the nature reserve
area. Such activity demonstrated contributions of the Group for the promotion of eco-
cultural protection.

KEY AWARDS

In January 2016, the construction sites of HOS flats at Sha Tsui Road, Tsuen Wan and
Ching Hong Road, Tsing Vi first won gold awards in Good Housekeeping Competition
(Construction Category) jointly organised by Occupational Safety and Health Council and
Construction Industry Council.

In March 2016, the Group won bronze award in Building Sites (Public Sector), merit award
in Civil Engineering Sites, gold award in Safety Teams and two merit awards in “Safety
Teams in Construction Industry Safety Award Scheme 2015/2016" organised by Labour
Department and other government authorities.
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Chairman’s Statement (cantinued)

REVIEW OF OPERATION (conTinuep)

KEY AWARDS (CONTINUED)

Leveraging on its excellent operating results, stable growth and sound corporate
governance, the Group ranked 59th among “Top 100 HK" jointly organised by QQ.com and
Finet in April 2016. In the same month, in Construction Safety Award Scheme organised
by Labour Affairs Bureau of Macau, the Group won two silver awards in Best Occupational
Health and Safety (Building Site Category) (no golden award was presented), silver award
in special construction projects (no golden award was presented), silver award in Best
Safety Management, silver award in Safety Enhancement Program, two silver awards in
Best Safety Management Personnel and silver award in Outstanding Occupational Health
and Safety Employee.

In May 2016, the Group won two bronze awards and one merit award in “Innovative
Safety Initiative Award 2016" in Construction Safety Week organised by Development
Bureau. The Group won one gold award and four merit awards in Considerate Contractor
Award and two bronze awards and one merit award in Outstanding Environmental
Management and Performance Award in the “22nd Considerate Contactors Site Award
Scheme”.

In July 2016, in the annual poll of “The Best Listed Companies in Asia” organised by
“Institutional Investor”, the Group ranked top among six categories in the industrial sector
and ranked first in “Most Honored Companies” and “Best CEO" in Asia for two
consecutive years, which are indicatives of the international capital market’'s continual
affirmation in respect of the Group's investor relations.
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Chairman’s Statement (cantinued)

BUSINESS PROSPECTS

In the second half of the year, the global economy will continue its fluctuation and slow
recovery. Economic growth of developed countries will further differ while emerging
economies will experience slowdown in general. Interest rate hike by the Federal Reserve
Board, the effectiveness of monetary stimulus of Japan and Europe, development of
international trade, trend of commodity prices, geopolitical turmoil and debt of developing
countries will increase the uncertainties of the global economic recovery. The Group will
precisely act on the macroeconomic trend, formulate forward-looking operational
strategies, improve market judgment and adaptability, and adopt measures to confront the
external changes in operation environment.

MARKET EXPECTATION
Facing many challenges in the Hong Kong and Macau economies, the government will
steadily promote infrastructure construction, livelihood-related projects and housing supply
to boost economy and improve people's livelihood. As such, the prospect of the
construction industry remains promising, but will still face risks of labour shortage and
political bickering.

Under the pressure of a slowdown in economic growth in Mainland China, investment in
infrastructure projects will continue to be used as a means to maintain economic growth.
As a vital measure of Structural Reform on the Supply Front, the PPP model has been
adopted by the central government to boost social capital. As at the end of June,
investment demand for stock-in PPP projects amounted to RMB10.6 trillion. With
accelerated completion of the stock-in projects, the future of the infrastructure investment
market driven by the PPP model will be promising.

With the curtain wall market in North America steadily recovering, the Hong Kong market
has remained positive while the scale of the Macau market has decreased. Driven by the
growing number of mega-high-rise buildings in Mainland China, market scale of curtain
walls will continue to increase.
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Chairman’s Statement (cantinued)

BUSINESS PROSPECTS (conTinuD)

OPERATION STRATEGIES

Committed to the operation strategy of “Cost-effective Competition and High-quality
Management”, the Group strives for its goals and opportunities while mitigating different
risks under complicated international and domestic economic conditions. The Group also
endeavours to enhance its integrated management and safeguard level and puts great
efforts in its core business of construction and infrastructure investment so as to further
strengthen its corporate value and market competitiveness.

The construction projects of the Group in Hong Kong and Macau have fully capitalised on
its synergy effects. The Group has placed its focus on upcoming large-scale infrastructure
projects with reasonable deployment, integrated assessment and higher bidding efficiency
and profitability. Efforts will be made to consolidate management and introduce new
subcontracting model. The successful launch of key projects will be the result of effective
training of its outstanding management team. Emphasis will also be placed on
strengthening brand awareness and basic management. It will ensure construction quality
by preventing progress, quality, safety and environmental risks. While strengthening its
principal construction business, the Group will continue to grasp contracting opportunities
arising from new investments.

In respect of the Mainland investment business, the Group will implement its business
strategy of focusing on major market operation while extending its business coverage to
nearby areas. Efforts will be made to refine its investment and financing model to expand
its investment business. It will also carry out research and introduce new construction
projects such as utility tunnels, sponge cities and railway transportations so as to gain
market recognition with its innovative projects. Stronger brand initiatives will be adopted
to establish marketing confidence. It will carry out differentiated competition with its
unigue advantages as an enterprise supported by the central government, foreign
investment as well as its experience in Hong Kong and Macau. To exert synergy effects
for better competitive edges, the Group will strengthen its cooperation with China State
Construction Engineering Corporation Limited and Engineering Division. Externally, it will
enhance the cooperation with local high-end platform companies to design the best PPP
model and cope with intense competition of small projects by means of high-end
marketing.
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Chairman’s Statement (cantinued)

BUSINESS PROSPECTS (conTinuD)

OPERATION STRATEGIES (CONTINUED)

FEG will strive to further expand its business coverage in the overseas and domestic
curtain wall markets. Stronger synergy collaboration will be made with the internal
divisions of China State Construction. Its focus will be on customers’ high-end projects
with sound reputation in order to increase its domestic market share. It will enhance
management of projects on hand, strengthen core competence in design, production and
installation and increase professional level. Meanwhile, it will actively explore opportunities
of investment transformation in pursuit of a stable and feasible development model.

MANAGEMENT MODEL

According to its strategic control and management model, the Group will further optimise
the allocation of duties, clearly define the scope of authorities and modify business flows
to strengthen the leadership, services and supervision of the headquarters and encourage
proactive business management by regional teams. The Group will refine the internal
cooperation mechanism so as to enlarge the general business scale, strengthen the
profitability and consolidate and expand the foundation of construction contracts and
investment businesses.

COMPANY MISSION

The Group is dedicated to its longstanding operation philosophy of “Exercise Caution in
Details and Implementation; Build a Strong Foundation to Seek Greater Success”.
The Group will proactively adhere to its core value of “Good Quality and Value Creation”.
Incorporating personal aspirations into its long-term corporate development, the Group will
improve its service quality and efficiency while facing different difficulties and challenges.
It will strive to achieve a “win-win situation” with the shareholders, cooperative partners,
employees and society and become a new role model in the new era. The Group will
endeavour to develop into a “leading corporation with competitive international complex
construction and infrastructure investment”.
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Chairman’s Statement (continved)

APPRECIATION

| would like to take this opportunity to express my gratitude to the Board for its brilliant
leadership, to the shareholders for their strong support, and to the community for their
enthusiastic help, and last but not least, to our staff for their dedicated efforts.

By Order of the Board

China State Construction International Holdings Limited
Zhou Yong

Executive Director, Chairman and Chief Executive Officer

Hong Kong, 15 August 2016
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Management Discussion and Analysis

OVERALL PERFORMANCE

The Group recorded revenue of HK$18,845 million, and profit attributable to the owners of
the Company amounted to HK$2,253 million for the six months ended 30 June 2016,
representing 10.7% and 20.4% growth respectively. Basic earnings per share was
HK55.32 cents, representing an increase of 18.6% as compared with the same period of
last year. Net cash inflow from operating activities was HK$2,091 million (2015: HK$466
million).

The Board declared an interim dividend of HK15.00 cents per share, the dividend payout
ratio will be approximately 29.9%.

As at 30 June 2016, the equity attributable to the owners of the Company reached
HK$24,830 million, representing an increase of 7.1% as compared to 31 December 2015.

SEGMENT RESULT

CONSTRUCTION AND RELATED BUSINESS — HONG KONG

Hong Kong segment continued to provide stable cash flow to the Group. Revenue derived
from Hong Kong segment amounted to HK$7,206 million during the period under review,
compared with HK$7,547 million for the corresponding period of 2015. Segment result
amounted to HK$384 million, compared with HK$514 million for the same period of last
year. The declines are due to several major projects were firstly recognised profit in last
period, which push up the performance for the corresponding period of 2015.

CONSTRUCTION AND RELATED BUSINESS — MACAU

To undertake several mega projects which were in full swing from last year, Macau
segment reported a notable increase of revenue and result to HK$4,161 million and
HK$262 million, representing a growth of 121.8% and 133.4% year-on-year. With the
effective management, this segment has provided substantial operating cash flow to the
Group.
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Management Discussion and Analysis (contined)

SEGMENT RESULT (conTinuED)

INFRASTRUCTURE INVESTMENT PROJECTS AND CONSTRUCTION RELATED BUSINESSES — MAINLAND CHINA
Further to the stable growth in 2015, Mainland China segment recorded encouraging
results in cash flow during the period, received buy-back payment of HK$8,106 million
(2015: HK$2,819 million) (including the attributable share of such payment received by our
joint venture investment), which already exceeded the full year receipts in 2015. Mainland
China segment reported revenue and result of HK$6,590 million and HK$1,242 million,
compared with HK$6,780 million and HK$1,688 million respectively for the corresponding
period in last year. The decline is mainly due to the slower kick off procedures of the new
Public-Private-Partnership (“PPP") projects awarded. Under the traditional Build-Transfer
("BT") model, the major category of project awarded was affordable housing which could
be started very quickly once signed the contract. Comparatively, new PPP projects mainly
include highway, bridge, community infrastructure which require longer preparation time
to commence the construction procedure. Accordingly, the revenue recognition was
slower than last year during such transitional period. However, it is expected that segment
result of Mainland China can pick up the growth momentum again soon after the model
transition.

Infrastructure Investment Projects

Our investments in infrastructure projects span over different kinds of business, including
investment and construction of affordable housing, toll road and toll bridge. We
participated in these infrastructure projects by way of BT, Build-Operate-Transfer (“"BOT"),
Transfer-Operate-Transfer (“"TOT") and PPP models.

With the growing trend of infrastructure investment in Mainland China, the Group is poised
to capture this opportunities, and have awarded a number of sizeable projects during the
period. These projects are expected to provide significant contribution to the Group once
kick off gradually from the second half of 2016. Infrastructure investment sector reported
total revenue and result of HK$5,897 million and HK$1,198 million, compared with
HK$5,971 million and HK$1,450 million respectively for the corresponding period in 2015.
The performance of this sector was impacted upon the completion of the construction of
several major projects in last year and several new projects awarded in last year was
operated in form of joint venture.
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Management Discussion and Analysis (contines)

SEGMENT RESULT (conTinuED)

INFRASTRUCTURE INVESTMENT PROJECTS AND CONSTRUCTION RELATED BUSINESSES — MAINLAND CHINA
(CONTINUED)

Operating Infrastructure Projects

The contribution from operating infrastructure projects, including thermoelectric plant and
toll road remained relatively stable, excluding contribution from joint venture, this sector
recorded revenue and result of HK$434 million and HK$25 million respectively.

Construction related business

In order to enhance the financial capacity to the Group for the development of its
infrastructure investment business, less resources was allocated to other construction
related business, the revenue of this sector have decreased to HK$260 million (2015:
HK$398 million).

FACADE CONTRACTING — FAR EAST GLOBAL GROUP LIMITED (“FEG")

The curtain wall business is expected to see steady growth in the foreseeable future,
sustained by the ongoing private building work. As a result of effective resources allocation
and cost control, FEG reported satisfactory performance in terms of turnover and result for
the period under review.

INVESTMENT INCOME, OTHER INCOME AND OTHER GAINS, NET
Investment Income, other Income and other gains, net increased significantly to HK$1,090
million mainly attributable to the appreciation of the fair value of the investment properties.

SHARE OF PROFITS OF JOINT VENTURES

The Group mainly operates toll bridge and infrastructure investment projects in form of
joint ventures. The share of profits of joint ventures have recorded moderate growth to
HK$240 million, with the contribution from the new joint ventures setup in the second half
of 2015.
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Management Discussion and Analysis (continies)

CORPORATE FINANCE

The Group dedicated to maintain a sound financial position with a strong capital base to
support its stable expansion. Shareholders’ equity reached HK$24,830 million as at 30
June 2016 (31 December 2015: HK$23,185 million). The increase was mainly attributable
to the profit for the period of HK$2,253 million and the 431,824,639 share issued to the
Group’s immediate holding company, Chins Overseas Holdings Limited (“COHL") during
the period.

FINANCIAL POSITION OF THE GROUP

(a) Bank Balances and Cash
At 30 June 2016, the Group had bank balances and cash of HK$14,096 million (31
December 2015: HK$8,026 million), representing approximately 17.8% of the total
assets of the Group. The portfolio of the currencies of bank deposits is listed as

follow:
30 June 31 December
2016 2015
% %
Hong Kong Dollars 38 36
Renminbi 42 48
Macao Patacas 14 16
Others 6 -

The bank deposits outside Hong Kong are mainly for subsidiaries in various regions.
During the period, the Group has no financial instrument for currency hedging
purpose.
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Management Discussion and Analysis (continies)

CORPORATE FINANCE (conrinuED)
FINANCIAL POSITION OF THE GROUP (CONTINUED)

(b)

86

Borrowings

The Group continued to strengthen the management of financing and capital
operation. Focusing on cash flow management of projects and prudent wealth
management. Capital management was further centralised and flexible use of funds
between Mainland China and Hong Kong in order to enhance the effectiveness of
capital usage.

During the period, the Group has net drawn down various new term loans, revolving
loans, project loans or syndicated loans of an aggregate amount of approximately
HK$2,075 million.

At 30 June 2016, the total borrowings of the Group (including the guaranteed notes
denominated in US dollars issued by the Group in April 2013) were HK$19,765
million of which, approximately 72.7% and 25.5% of the bank borrowing were
denominated in Hong Kong dollars and Renminbi respectively. Bank borrowings
were bearing interest at floating rates with reference to either Hong Kong Inter-bank
Offered Rate ("HIBOR") or People’s Bank of China (“PBOC") reference rate (overall
the condition is favorable) while the Notes bear fixed interest rate.
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Management Discussion and Analysis (continies)

CORPORATE FINANCE (conrinuED)
FINANCIAL POSITION OF THE GROUP (CONTINUED)

(b)

Borrowings (Continued)
The following table sets out the maturities of the Group’s total borrowings as at 30
June 2016 and 31 December 2015:

30 June 31 December

2016 2015
HK$' million HKS$' million
Bank and other borrowings
On demand or within one year 1,282 808
More than one year but not exceeding
two years 2,804 816
More than two years but not more than
five years 10,271 10,663
More than five years 1,524 1,607
Total bank and other borrowings 15,881 13,894
Guaranteed notes payable 3,884 3,879
Total borrowings 19,765 17,773

At 30 June 2016, the Group had net borrowings of HK$5,669 million (31 December
2015: HK$9,747 million) and the Group’s net gearing ratio was approximately 22.7%
(31 December 2015: 41.9%). The improvement was mainly attributable to the
significant net cash inflow from operation and the 431,824,639 share issued to the
Group's immediate holding company, COHL during the period. This ratio is calculated
as net debt divided by total equity. Net debt is calculated as total borrowings
(including current and non-current borrowings as shown in the consolidated
statement of financial position) less cash and cash equivalents. At 30 June 2016,
committed but unutilised credit facilities and other facilities like construction
performance bond facilities amounted to HK$18,914 million.
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Management Discussion and Analysis (contines)

CORPORATE FINANCE (conrinuED)
MAJOR BUSINESS DEVELOPMENT

The Group actively searches for valuable construction and investment projects in order to

strengthen its presence in each major segment and enhance the value of the Company.

During the period under review, the Group has achieved the following significant
milestones in business expansion:

(i)

(i)

(iif)

(iv)

(v)

88

The Group was awarded various contracts by way of Public-Private-Partnership
("PPP") model in different regions, including Tanghan, Hebei Province, Zunyi,
Guizhou Province, Foshan, Guangdong Province, Dazhou, Sichuan Province and
Changsha, Hunan Province. The aggregate attributable contract value of the Group
amounts to HK$16,060 million.

In April 2016, the Group was awarded a new Infrastructure Investment Project in
Zhengzhou, Henan Province with attributable contract value amounts to HK$2,560
million. At the same month, the Group was awarded a Building Industrialisation
Project of Digital Technology Industrial Park in Hefei, Anhui Province with attributable
contract value of the Group is HK$980 million.

In May 2016, The Group was awarded an Underground Integrated Corridor and
Infrastructure Investment Project in Zibo, Shandong Province. The aggregate
attributable contract value amounts to HK$2,250 million.

In June 2016, The Group was awarded a Residential Industrialisation Project in
Hefei, Anhui Province with attributable contract value amounts to HK$660 million.

In March 2016, the Group and China Overseas Land & Investment Limited (“COLI"),
the Company's fellow subsidiary entered into a joint venture agreement for the
development of a private residential project suited in Tai Po with investment
amounts to HK$10,000 million. The Group and COLI will invest 20% and 80% in this
project respectively.
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Management Discussion and Analysis (continies)

CORPORATE FINANCE (conTinuep)

FINANCIAL RISK FACTORS AND FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: market risk (including interest
rate risk), credit risk and liquidity risk.

There has been neither any change in major risk factors that may significantly affect the
Group's business nor any change in risk management policies since the last year end. This
interim report does not include all financial risk management information and disclosures
required in the annual report of the Company for the year ended 31 December 2015 (“2015
annual report”), and should be read in conjunction with the relevant disclosures in the
2015 annual report.

During the period under review, the group continued to step up its efforts in risk
management and control. On the principles of stability, sustainability, high efficiency and
low risk in the Group’'s business expansion and operation, a balance will be achieved
among risks, resources and business exploration to ensure smooth operation of each
segment.
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Unaudited Condensed Consolidated Income Statement

Six months ended 30 June

2016 2015
Notes HK$’000 HK$'000
(restated)
Group revenue 18,845,053 17,017,498
Share of revenue of joint ventures 1,423,928 588,865
6 20,268,981 17,606,363
Group revenue 6 18,845,053 17,017,498
Costs of sales (16,537,621) (14,471,644)
Gross profit 2,307,432 2,545,854
Investment income, other income and
other gains, net 8 1,089,615 255,394
Administrative, selling and other
operating expenses (645,732) (450,814)
Share of profits of
Joint ventures 239,963 167,906
Associates 9,197 12,766
Finance costs 9 (323,952) (304,591)
Profit before tax 10 2,676,523 2,226,515
Income tax expenses, net 11 (433,028) (353,818)
Profit for the period 2,243,495 1,872,697
Profit/(loss) for the period attributable to:
Owners of the Company 2,253,309 1,871,359
Non-controlling interests (9,814) 1,338
2,243,495 1,872,697
Earnings per share (HK cents) 13
Basic 55.32 46.64
Diluted 55.32 46.05
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Unaudited Condensed Consolidated Statement of Comprehensive Income

Six months ended 30 June

2016 2015

HK$°000 HK$'000

(restated)

Profit for the period 2,243,495 1,872,697

Other comprehensive income/(loss)

Items that may be reclassified to profit and loss
Gain on fair value changes of available-for-sale

investments, net of tax 7,179 1,863
Release of investment revaluation reserve to

income statement upon disposal of

available-for-sale investments (1,124) -
Exchange differences on translation of

foreign operations (779,626) (5,243)
Other comprehensive loss for the period, net of tax (773,571) (3,380)
Total comprehensive income for the period, net of tax 1,469,924 1,869,317

Total comprehensive income/(loss) attributable to:

Owners of the Company 1,474,018 1,870,289
Non-controlling interests (4,094) (972)
1,469,924 1,869,317
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Condensed Consolidated Statement of Financial Position

30 June 31 December
2016 2015
Notes HK$’000 HK$'000
(unaudited) (restated)
Non-current Assets

Property, plant and equipment 14 2,638,250 2,786,916
Investment properties 4,232,134 3,050,468

Interests in infrastructure project
investments 1,556,183 1,636,372
Prepaid lease payments 298,032 269,816
Interests in joint ventures 4,285,009 3,673,662
Interests in associates 4,215,722 3,800,193
Concession operating rights 5,577,892 6,044,202
Deferred tax assets 279,335 280,951
Trademark, project backlogs and licenses 180,607 186,025
Goodwill 577,664 577,664
Available-for-sale investments 228,041 239,503
Amounts due from investee companies 193,431 281,858
Trade and other receivables 15 18,100,394 17,949,961
Deposit paid for an investment - 108,043
42,362,694 40,685,634
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Condensed Consolidated Statement of Financial Position (zontinued)

30 June 31 December

2016 2015
Notes HK$°000 HK$'000
(unaudited) (restated)
Current Assets
Interests in infrastructure project
investments 35,817 35,817
Inventories 77,558 108,835
Properties held for sale 414,307 418,915
Amounts due from customers for
contract work 3,082,242 2,421,715
Trade and other receivables 15 16,640,021 18,173,525
Deposits and prepayments 524,790 523,673
Loan to a joint venture 451,401 1,104,082
Amounts due from joint ventures 1,490,355 1,564,404
Tax recoverable 11,288 41,271
Bank balances and cash 14,095,883 8,026,224

36,823,662 32,418,461

Interim Report 2016 China'State Construction/International Holdings Limited 93



Condensed Consolidated Statement of Financial Position (continued)

30 June 31 December
2016 2015
Notes HK$°000 HK$'000
(unaudited) (restated)
Current Liabilities

Amounts due to customers for contract work 5,232,107 4,669,015
Trade payables, other payables and accruals 16 24,133,588 21,926,978

Deposits received and advances from
customers 532,876 722,595
Amounts due to fellow subsidiaries - 937,542
Amounts due to joint ventures 631,711 625,844
Current tax payables 2,157,615 2,015,547
Dividend payables 730,137 -
Borrowings 1,281,981 808,197
Obligations under finance leases 893 951
34,700,908 31,706,669
Net Current Assets 2,122,754 711,792
Total Assets less Current Liabilities 44,485,448 41,397,426
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Condensed Consolidated Statement of Financial Position (zontinued)

30 June 31 December

2016 2015
Notes HK$°000 HK$'000
(unaudited) (restated)

Capital and Reserves
Share capital 17 112,203 101,408
Share premium and reserves 24,717,602 23,083,146
Equity attributable to owners of the Company 24,829,805 23,184,554
Non-controlling interests 102,135 100,262

24,931,940 23,284,816

Non-current Liabilities

Borrowings 14,598,833 13,085,694
Guaranteed notes payable 3,884,068 3,879,322
Deferred income 721,591 738,610
Deferred tax liabilities 346,627 406,265
Obligations under finance leases 2,389 2,719

19,553,508 18,112,610

44,485,448 41,397,426
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Unaudited Condensed Consolidated Statement of Changes in Equity

Attributable to owners of the Company

Capital Share  Investment Non-
Share Share Special  redemption option  revaluation  Translation  Statutory  Retained controling
capital ~ premium Teserve eserve TeServe reserve eserve Teserve Profits Total interests Total
HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKSO00  HKS000  HKSO00  HK$000  HKS000
note 17) (note a) (note b} (note ¢}
At 1 January 2015, as
previously presented 100310 9437027 (1,670221) 37 2,666 58726 1074454 211223 10815574  19,830,09 167,566 19,997,662
Acquisition of Precious
Deluxe Global Limited
(*Precious Deluxe”)
[note 2) - - (799,900) - - - 3617 - 2455004 1659641 - 1659641
At1 January 2015,
as restated 100310 9437027 (2.470,121) 337 2,666 58726 1,078,071 211228 13071498 21489737 167,566 21,657,303
Profit for the period,
as restated - - - - - - - - 1871359 1871359 1338 1872697
(Gain on fair value changes
of available-for-sale
investments, net of tax - - - - - 1,834 - - - 1,834 29 1,863
Exchange differences arising
on translation of foreign
operations, as restated T = 7 s 3 - (2,904) - - (2,904) (2339 (5,243)
Total comprehensive income/
(loss) for the period,
a festated - - - = = 1,834 (2,904 - 1871359 1870289 (972 1869317
Conttbution from
non-controling interests
of a subsidiary - - - - - - - - - - 13 13
Dividend paid to
non-controling
shareholders - - - - - - - - - - (2,7%) (2,79)
2014final dividend declered r - > 3 ¢ ~ = - (601,863)  (601,863) - (601,863
Transfer to statutory reserve - - - - - - - 34,652 (34,652) = = =

At30 Jung 2016, as restated ~ 100310 - 9437,027. * ~12.470,121) 337 2,666 60560 - 1075167 245875 14306342 22758163 163811 22921974
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Unaudited Condensed Consolidated Statement of Changes in Equity (cantinued)

Attributable to owners of the Company

Capital Share  Investment Non-
Share Share Special  redemption option revaluation Translation  Statutory  Retained controlling
capital ~ premium reserve reserve reserve reserve reserve reserve Profits Total interests Total
HKS000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS$'000  HK$'000
(note 17) (note a) (note b (note ¢)

A1 January 2016, as

previously presented 101408 9,447,984 (1,670,221) 31 - 46,197 (549,054) 263484 13506581 21,146,116 100262 21,246,978
Acquisition of Precious

Deluxe (note 2) - - (790,000) - - - 860 - 2826978 2,037,838 - 2031838
At1 January 2016,

as restated 101408 9,447,984 (2,460,221) 37 - 46,197 (548,194) 263484 16333559 23,184,554 100262 23,284,816
Profit/loss| for the period - - - - - - - - 2253309 2263309 (9814)  2,2434%5
Release of investment

revaluation reserve to

income statement upon

disposal of available-

for-sale investments - - - - - (940) - - - (940) (184) (1.124)
(Gain on fair value changes

of available-for-sale

investments, net of tax - - - - - 7,065 - - - 7,065 14 7179
Exchange differences aising,

untrans\aﬂunoﬁjeign

operations - - - - - - (785,416) - - (785,416) 5,790 (779,626)
Totel comprehensive income/

(loss) for the period - - - - - 6,125 (785,416) - 2253309 1474018 (4,094) 1,469,924
Issue of ordinary shares 10795 4,799,129 - - - - - - - 4809924 - 480992
ontribution '[0 m

non-controling interests

of & subsidiary - - - - - - - - - - 9,337 9,337
Acquisition of subsidlaries

Under merger accounting - - - (3908,554) - - - - - - (3908,554) - (3,908,554)
Dividend paid to

non-controling

shareholders - - - - - - - - - - (3,370) (3.370)
2015 final dividend declared - - - - - - - - (10131)  (730,137) - (1083
At30 June 2016 112203 14247113 (6,368,775) 37 - 52322 (1333610) 263484 17856731 24,829,805 102,135 24,931,940

Interim Report 2016




Unaudited Condensed Consolidated Statement of Changes in Equity (cantinued)

Notes:

(a)

98

Special reserve arose from:

(i) The balance of special reserve brought forward from prior years arose from the
combinations of China State Construction Engineering (Hong Kong) Limited, Zetson
Enterprises Limited and its subsidiaries, China Construction Engineering (Macau)
Company Limited and its subsidiaries, China Overseas Insurance Limited, China Overseas
Insurance Services Limited, COHL (Macao) Commercial and Industrial Company Limited,
YR BEEAR AT and its subsidiary, China Overseas Public Utility Investment
Limited and its subsidiaries, Fuller Sky Enterprises Limited, Value Idea Investments
Limited, B3R5 AmEAKIEEEERAR AT, China Overseas Technology Holdings
Limited and its subsidiaries and China Overseas Ports Investment Company Limited and
its subsidiaries under common control. In 2016, the Group further acquired Precious
Deluxe and its subsidiaries under common control. The amount represents excess of
considerations paid over the share capital of the acquired companies net of contribution
from/(distribution to) the former shareholders in prior years.

(ii) During 2012, the Group obtained control over Far East Global Group Limited (“FEG")
which then became the Group’s subsidiary. Subsequent to the acquisition, a wholly-
owned subsidiary of the Company, disposed of an aggregate of 45,500,000 shares of FEG
at a price of HK$1.26 per share through private placing to certain independent investors.
As a result, the Group’s shareholding in FEG was reduced from 76.2% to 74.1%. The
partial disposal did not result in a loss of control and was thus accounted for as an equity
transaction. Accordingly, the excess of approximately HK$34 million, representing the
difference between the cash consideration received for the disposal of partial interest in
FEG of approximately HK$57 million and carrying amount of the attributable share of net
assets of FEG of approximately HK$23 million, was credited to the special reserve.

Capital redemption reserve represents the amount by which the Company's issued share capital
was diminished on cancellation of the ordinary shares repurchased.

Statutory reserve of the Group represents a general and development fund reserves applicable

to the overseas and Mainland China subsidiaries which were established in accordance with the
relevant regulations.
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Unaudited Condensed Consolidated Statement of Cash Flows

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Net cash from operating activities 2,090,944 466,429
INVESTING ACTIVITIES
Purchases of property, plant and equipment (60,533) (192,428)
Acquisition of subsidiaries (2,405,263) -
Capital investment in joint ventures (525,620) (101,266)
Repayment from/(advances to) joint ventures 80,524 (76,132)
Repayment of loan to/(loan to) a joint venture 645,493 (150,778)
Dividends received from joint ventures 68,299 264,415
Increase in interests in associates (429,199) (220,894)
Dividends received from associates 22,867 5,821
Interests received 22,688 38,589
Deposit paid for acquisition of an investment - (261,017)
Repayment from investee companies 91,814 -
Other investing cash flows 44,865 27,441
Net cash used in investing activities (2,444,065) (666,249)
FINANCING ACTIVITIES
New bank loans raised 2,548,372 3,261,576
Repayment of bank loans (473,773) (255,408)
Proceeds from the issue of ordinary share, net 4,809,924 -
Finance costs paid and other financing cash flows (317,580) (489,529)
Net cash from financing activities 6,566,943 2,516,639
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Unaudited Condensed Consolidated Statement of Cash Flows (zantinieq)

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Increase in cash and cash equivalents 6,213,822 2,316,819
Cash and cash equivalents at the beginning of the period 8,025,910 7,518,279
Effect of foreign exchange rate changes (144,304) (26,077)
CASH AND CASH EQUIVALENTS AT 30 JUNE 14,095,428 9,809,021
ANALYSIS OF THE BALANCES OF CASH AND
CASH EQUIVALENT
Bank balances and cash 14,095,883 9,805,328
Cash and cash equivalents reclassified to
assets held for sale - 4,396
Less: Pledged bank deposits and deposits with
financial institutions (455) (703)
14,095,428 9,809,021

Note: Included in the net cash generated from operating activities for the period are HK$1,512 million
net cash inflow (2015: net cash outflow HK$1,746 million) from infrastructure investment
projects under “build-transfer’ model in Mainland China.
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Notes to the Condensed Financial Statements

GENERAL INFORMATION

The principal activities of China State Construction International Holdings Limited
(the “Company”) and its subsidiaries (together, the “Group”) are the construction
business, project consultancy services, thermoelectricity business, infrastructure
project investments, toll road operation and facade contraction business.

The Company is a public limited company incorporated in the Cayman Islands and its
shares are listed on The Stock Exchange of Hong Kong Limited (the “SEHK") with
effect from 8 July 2005. Its immediate holding company is China Overseas Holdings
Limited (“COHL") (incorporated in Hong Kong) and its intermediate holding company
and its ultimate holding company are China State Construction Engineering
Corporation Limited (“CSCECL"), a joint stock company with its shares listed on the
Shanghai Stock Exchange, and China State Construction Engineering Corporation
("CSCEC"), respectively, both of which are established in the People’s Republic of
China (“PRC") and controlled by the PRC Government. The addresses of the
registered office and principal place of business of the Company are disclosed in the
corporate information section of the interim report.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance
with the applicable disclosure requirements of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and with Hong Kong Accounting Standard (“HKAS") 34, Interim Financial
Reporting, issued by the Hong Kong Institute of Certified Public Accountants (the
“"HKICPA").

The condensed consolidated financial statements have been prepared on the

historical cost basis except for certain financial instrument and investment
properties, which are measured at fair values.
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Notes to the Condensed Financial Statements (zoninued)

2.

102

BASIS OF PREPARATION (coninuep)

U

(1)

ACQUISITION OF PRECIOUS DELUXE GLOBAL LIMITED (“PRECIOUS DELUXE")

In June 2016, Total Joy Global Limited (“Total Joy”), a wholly-owned
subsidiary of the Company, completed the acquisition of Precious Deluxe,
from China Overseas Land & Investment Limited (“COLI"), a fellow subsidiary
of the Company, including a shareholder’s loan to Precious Deluxe for a total
consideration of HK$4,824,843,318. Precious Deluxe and its subsidiaries are
engaged in investment holding and property investment in Hong Kong.

The transfer of the entire interests in Precious Deluxe, together with its
subsidiaries (together the “Precious Deluxe Group”), was considered as
business combinations under common control. Accordingly, the unaudited
condensed consolidated financial statements of the Group for the six months
ended 30 June 2016, together with the comparative figures, were prepared
using the principle of Accounting Guideline 5 “Merger Accounting for
Common Control Combinations” issued by the HKICPA, as if they had been
combined from the date when the Precious Deluxe Group first came under
the control of the controlling party of the Group and Precious Deluxe Group.

CHANGES OF THE MEASUREMENT OF INVESTMENT PROPERTIES

During the period, the Group changed its accounting policy with respect to the
measurement of investment properties. The Group now applies the fair value
model, under which investment properties are stated at fair value and
recognises the fair value changes to the statement of profit or loss in which
they arise. Prior to this change in policy, the Group applied the cost model,
under which investment properties were stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses.

The Group believes the new policy is preferable as it more suitable to reflect
the value of the investment properties and will aid comparability. The changes
has been applied retrospectively and the comparative amounts have been
restated accordingly.
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Notes to the Condensed Financial Statements (continued)

BASIS OF PREPARATION (conTiuep)

EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF
INVESTMENT PROPERTIES

The effect of application of common control combination, in accordance with
Accounting Guideline 5, and change of measurements of investment properties on
the Group's results for the six months ended 30 June 2016 and 2015 by line items

presented in the unaudited condensed consolidated income statement (extracts) are
as follows:

Effect of
Effect of changes of
acquisition measurement At 30 June
At 30 June of Precious of investment 2016
2016 Deluxe properties (as presented)
HK$'000 HK$'000 HK$'000 HK$’000
Group revenue 18,797,659 47,394 - 18,845,053
Costs of sales (16,534,905) (2,716) - (16,537,621)
Investment income, other income
and other gains, net (93,502) 1,183,117 - 1,089,615
Administrative, selling-and
other operating expenses (644,591) (1,642) 501 (645,732)
Finance costs (312,153) (11,799) - (323,952)
Income tax expenses, net (427,542) (5,248) (238) (433,028)
Earnings per share (HK cents)
Basic 25.63 29.68 0.01 55.32
Diluted 25.63 29.68 0.01 55.32
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Notes to the Condensed Financial Statements (zoninued)

2. BASIS OF PREPARATION (conTinuED)

EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF

INVESTMENT PROPERTIES (CONTINUED)

Effect of
At 30 June Effect of changes of
2015 acquisition  measurement At 30 June
(as previously of Precious  of investment 2015
presented) Deluxe properties (as restated)
HK$'000 HK$'000 HK$'000 HK$'000
Group revenue 16,975,732 41,766 - 17,017,498
Costs of sales (14,469,237) (2,407) = (14,471,644)
Investment income, other
income and other gains, net 167,386 88,008 - 255,394
Administrative, selling and
other operating expenses (444,2117) (7,106) 503 (450,814)
Finance costs (293,580) (11,011) - (304,591)
Income tax expenses, net (350,077) (3,702) (39) (353,818)
Earnings per share (HK cents)
Basic 44.00 2.63 0.01 46.64
Diluted 43.44 2.60 0.01 46.05
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Notes to the Condensed Financial Statements (continued)

BASIS OF PREPARATION (conTiuep)

EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF
INVESTMENT PROPERTIES (CONTINUED)

The effect of application of common control combination, in accordance with
Accounting Guideline 5, and changes of measurements of investment properties on
the unaudited condensed consolidated statement of financial position of the Group
(extracts) as at 30 June 2016 and 31 December 2015 by line items are as follows:

Effect of
Effect of changes of
acquisition measurement At 30 June
At 30 June of Precious of investment 2016
2016 Deluxe properties (as presented)
HK$'000 HK$'000 HK$'000 HK$’000
Non-current Assets
Property, plant and equipment 2,623,557 14,693 - 2,638,250
Investment properties 36,463 3,990,400 205,271 4,232,134
Total non-current assets 38,152,330 4,005,093 205,271 42,362,694
Current Assets
Trade and other receivables 16,636,960 3,061 - 16,640,021
Deposits and prepayments 528,051 (3,261) - 524,790
Bank balance and cash 14,073,846 22,037 - 14,095,883
Total current assets 36,801,825 21,837 - 36,823,662
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Notes to the Condensed Financial Statements (continuen)

2.

106

BASIS OF PREPARATION (coninuep)
EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF

INVESTMENT PROPERTIES (CONTINUED)

Effect of
Effect of changes of
acquisition measurement At 30 June
At 30 June of Precious of investment 2016
2016 Deluxe properties (as presented)
HK$'000 HK$’000 HK$'000 HK$'000
Current Liabilities
Trade payables, other
payables and accruals 24,132,579 1,009 - 24,133,588
Deposits received and
advances from customers 508,525 24,351 - 532,876
Current tax payable 2,152,808 4,807 - 2,157,615
Total current liabilities 34,670,741 30,167 - 34,700,908
Net current assets/
(liabilities) 2,131,084 (8,330) - 2,122,754
Total assets less current
liabilities 40,283,414 3,996,763 205,271 44,485,448
Non-current Liabilities
Deferred tax liabilities 306,982 26,989 12,656 346,627
Total non-current liabilities 19,513,863 26,989 12,656 19,553,508
Capital and Reserves
Share premium and reserves 20,555,213 3,969,774 192,615 24,717,602
Total equity 20,769,551 3,969,774 192,615 24,931,940

China State Construction International Holdings Limited - Interim Report 2016



Notes to the Condensed Financial Statements (continued)

BASIS OF PREPARATION (coninuep)
EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF
INVESTMENT PROPERTIES (CONTINUED)

At Effect of
31 December Effect of changes of At 31
2015 acquisition  measurement December
(as previously of Precious  of investment 2015
presented) Deluxe properties  (as restated)
HK$'000 HK$'000 HK$'000 HK$'000
Non-current Assets
Property, plant and
equipment 2,771,990 14,926 - 2,786,916
Investment properties 36,991 2,807,600 205,877 3,050,468
Total non-current assets 37,657,231 2,822,526 205,877 40,685,634
Current Assets
Trade and other receivables 18,170,163 3,362 - 18,173,525
Deposits and prepayments 526,915 (3,242) - 523,673
Bank balance and cash 8,015,187 11,037 - 8,026,224
Total current assets 32,407,304 11,157 - 32,418,461
Current Liabilities
Trade payables, other
payables and accruals 21,926,222 756 - 21,926,978
Deposits received and
advances from customers 698,194 24,401 - 722,595
Amounts due to fellow
subsidiaries - 937,542 - 937,642
Total current liabilities 30,743,970 962,699 - 31,706,669

Interim Report 2016 China'State Construction/International Holdings Limited 1[]7



Notes to the Condensed Financial Statements (zoninued)

108

BASIS OF PREPARATION (coninuep)
EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF
INVESTMENT PROPERTIES (CONTINUED)

At Effect of
31 December Effect of changes of At 31
2015 acquisition  measurement December
(as previously of Precious  of investment 2015
presented) Deluxe properties  (as restated)
HK$'000 HK$'000 HK$'000 HK$'000
Net current assets/
(liabilities) 1,663,334 (951,542) - 711,792
Total assets less current
liabilities 39,320,565 1,870,984 205,877 41,397,426
Non-current Liabilities
Deferred tax liabilities 367,242 26,605 12,418 406,265
Total non-current liabilities 18,073,587 26,605 12,418 18,112,610
Capital and Reserves
Share premium and reserves 21,045,308 1,844,379 193,459 23,083,146
Total equity 21,246,978 1,844,379 193,459 23,284,816
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Notes to the Condensed Financial Statements (continued)

BASIS OF PREPARATION (coninuep)

EFFECT OF APPLICATION OF COMMON CONTROL COMBINATION AND CHANGE OF MEASUREMENTS OF

INVESTMENT PROPERTIES (CONTINUED)

The effect of application of common control combination, in accordance with

Accounting Guideline 5, and change of measurements of investment properties on

the consolidated statement of cash flows on the Group (extracts) for the period

ended 30 June 2015 are as follows:

Effect of
At 30 Effect of changes of
June 2015 acquisition  measurement At 30 June
(as previously of Precious  of investment 2015
presented) Deluxe properties  (as presented)
HK$'000 HK$'000 HK$'000 HK$'000
Net cash from operating activities 437,166 29,263 - 466,429
Net cash (used in)/from
investing activities (666,257) 8 - (666,249)
Net cash from financing activities 2,516,639 - - 2,516,639
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Notes to the Condensed Financial Statements (zoninued)

3. APPLICATION OF NEW AND REVISED STANDARDS, AMENDMENTS, INTERPRETATION
AND IMPROVEMENT TO EXISTING STANDARDS

The accounting policies used in the condensed consolidated financial statements are
consistent with those followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2015 except for the changes of
measurement of investment properties. The revised standard and improvements to
existing standards, which are mandatory for the financial year beginning on or after 1
January 2016, are either currently not relevant to the Group or had no material
impact on the Group’s condensed consolidated financial statements.

The Group has not early applied the following new standards and amendments to
existing standards that have been issued but are not yet effective.

Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS 28 Investor and its Associate or Joint Venture®

HKFRS 9 Financial Instruments'

HKFRS 15 Revenue from Contracts with Customers'

HKFRS 16 Leases?

L Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2019
1 To be determined

The Group has not early adopted the above new standards and amendments to
existing standards, and is not in a position to state whether there is substantial
changes to the Group's accounting policies and presentation of the Group's
condensed consolidated financial statements.
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Notes to the Condensed Financial Statements (continued)

ESTIMATES

The preparation of interim financial statements requires management to make
judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets and liabilities, income and expenses.
Actual results may differ from these estimates.

In the preparation of these condensed consolidated interim financial statements, the
significant judgements made by the management in applying the Group's accounting
policies and the key sources of estimation uncertainty were the same as those that
applied to the consolidated financial statements for the year ended 31 December
2015, except for the changes of measurement of investment properties.

FINANCIAL RISK MANAGEMENT ESTIMATES

The Group's activities expose it to a variety of financial risks: market risk (including
interest rate risk), credit risk and liquidity risk.

There has been no change in major risk factors that may significantly affect the
Group’s business nor any change in risk management policies since the last year
end. This interim report does not include all financial risk management information
and disclosures required in the annual report of the Company for the year ended 31
December 2015 (“2015 Annual Report”), and should be read in conjunction with the
relevant disclosures in the 2015 Annual Report.

During the period under review, the Group continued to step up its efforts in risk
management and control. On the principles of stability, sustainability, high efficiency
and low risk in the Group's business expansion and operation, a balance will be
achieved among risks, resources and business exploration to ensure smooth
operation of each segment.
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Notes to the Condensed Financial Statements (continuen)

6.  GROUP REVENUE AND SHARE OF REVENUE OF JOINT VENTURES

Group revenue represents the revenue arising from construction contracts,
infrastructure investment projects, facade contracting business, infrastructure
operation, project consultancy services, sales of building materials, machinery
leasing, logistics services, insurance contracts and rental income from investment
properties.

In addition, the Group presents its proportionate share of revenue of joint ventures.
Revenue of associates is not presented.

An analysis of the revenue is as follows:

Six months ended 30 June

2016 2015

HK$°000 HK$'000

(restated)

Revenue from construction contracts 11,352,252 9,384,331
Revenue from infrastructure investments

projects (note (a)) 5,896,534 5,971,082

Revenue from facade contracting business 887,073 814,102

Revenue from infrastructure operation (note (b)) 433,655 411,176

Others (note (c)) 275,539 436,807

Group revenue 18,845,053 17,017,498

Share of revenue of joint ventures 1,423,928 588,865

20,268,981 17,606,363
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Notes to the Condensed Financial Statements (continued)

GROUP REVENUE AND SHARE OF REVENUE OF JOINT VENTURES (conTinueD)

Notes:

(a) Revenue from infrastructure investment projects mainly comprise of revenue
generated from the provision of construction services under “build-transfer”
("BT") model and the corresponding interest income.

(b) Revenue from infrastructure operation comprise of revenue from
thermoelectricity business and toll road operation.

(c) Revenue from others mainly comprise of revenue from project consultancy
services, sales of building materials, machinery leasing, logistics services,
insurance contracts and rental income from investment properties.

SEGMENTAL INFORMATION

The Group's reportable segments, based on information reported to the chief
operating decision maker for the purposes of resources allocation and performance
assessments, include (i) the Group’s share of revenue and results of joint ventures,
and (ii) geographical locations where the Group's subsidiaries operate, namely
Mainland China (other than Hong Kong and Macau), Hong Kong, Macau and
Overseas (mainly in the United Arab Emirates and India) for the period ended 30
June 2016 and 2015.

Far East Global Group Limited, a limited liability company, incorporated in the
Cayman Islands and listed on the Main Board of The Stock Exchange of Hong Kong
Limited, and its subsidiaries (together, the “FEG Group”), is currently managed by a
separate business team. The chief operating decision maker regards the FEG Group
as a distinct reportable segment and assesses its performance based on its overall
result.
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Notes to the Condensed Financial Statements (continuen)

7. SEGMENTAL INFORMATION (continuep)

Segment revenue and results for the six months ended 30 June 2016 and 2015 are

as follows:
Segment revenue Gross profit/(loss) Segment result

2016 2015 2016 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(restated) (restated) (restated)

Reportable segment
Mainland China 6,590,392 6,780,305 1,460,447 1,784,593 1,242,071 1,687,897
Hong Kong and Macau 11,367,588 9,423,091 723,305 645,957 646,769 626,052
Hong Kong 7,206,277 7,546,935 421,923 568,079 384,460 513,665
Macau 4,161,311 1,876,156 301,382 77,878 262,309 112,387
Overseas - - (9,979) (10,269) (19,267) (15,223)
FEG Group 887,073 814,102 133,659 125,573 53,002 42,970

18,845,053 17,017,498 2,307,432  2,645864 1,922,575 2,341,696

Share of revenue/results
of joint ventures 1,423,928 588,865 239,963 167,906

Total 20,268,981 17,606,363 2,162,538 2,509,602

Unallocated corporate

expenses (124,060) (80,733)
Unallocated corporate

income 952,800 89,471
Share of profits of

associates 9,197 12,766
Finance costs (323,952) . (304,591)
Profit before tax 2,676,523 | 2,226,515
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Notes to the Condensed Financial Statements (continued)

INVESTMENT INCOME, OTHER INCOME AND OTHER GAINS, NET

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Interest income on:
Bank deposits 19,920 35,821
Debt securities 2,768 2,768
Imputed interest on amounts due from
investee companies 3,387 5,711
Loan to a joint venture 36,199 55,969
Dividend income from:
Unlisted available-for-sale investments 25,194 9,619
Gain on disposal of:
Listed available-for-sale investments 1,124 =
Property, plant and equipment, net 18,577 4,008
Properties held for sale 9,434 24,269
Gain on fair value changes of
investment properties 1,182,800 88,000
Impairment loss on concession operating rights (230,000) -
Service income 9,766 15,428
Others 10,446 13,801

1,089,615 255,394
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Notes to the Condensed Financial Statements (continuen)

9. FINANCE COSTS

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Interest on bank loans wholly repayable
within five years 171,506 129,897
Interest on bank loan not wholly repayable
within five years 55,643 72,768
Interest on amounts due to fellow subsidiaries 11,799 11,011
Interest on guaranteed notes payables
wholly repayable within five years 66,022 66,022
Finance lease charges 257 143
Others 21,224 30,450
Total finance costs 326,451 310,291
Less: Amounts capitalised in concession
operating rights - (5,700)
Amounts capitalised in construction in
progress (2,499) -
323,952 304,591
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Notes to the Condensed Financial Statements (continued)

10.  PROFIT BEFORE TAX

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Profit before tax has been arrived at after

charging:
Depreciation of property, plant and equipment 68,278 66,711
Amortisation of prepaid lease payments 4,320 2,438
Amortisation of concession operating rights 111,755 71,128
Amortisation of trademark and project backlogs 5,418 9,198
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Notes to the Condensed Financial Statements (continuen)

11.  INCOME TAX EXPENSES, NET

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Current tax:

Hong Kong 62,299 73,287
Other jurisdictions 430,530 306,833
492,829 380,120

(Over)/underprovision in prior years:
Hong Kong (556) 1,209
Other jurisdictions (37) 8,295
(593) 9,504
Deferred tax, net (59,208) (35,806)
Income tax expenses for the period, net 433,028 353,818

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for
the current and the last periods. Income taxes arising in other jurisdictions are
calculated at the rates prevailing in the relevant jurisdictions.
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Notes to the Condensed Financial Statements (continued)

DIVIDENDS
Six months ended 30 June
2016 2015
HK$°000 HK$'000
Dividends recognised as distributions
during the period 730,137 601,863

In July 2016, the Company distributed 2015 final dividends of HK18.00 cents per
share (2015: HK15.00 cents per share) amounting to approximately HK$730,137,000
(2015: HK$601,863,000).

The Board declared the payment of an interim dividend of 2016 of HK15.00 cents

per share (2015: interim dividend of HK13.00 cents per share and a special dividend
of HK2.00 cents per share).
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Notes to the Condensed Financial Statements (continuen)

13.  EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the
ordinary equity holders of the Company is based on the following data:

Six months ended 30 June

2016 2015
HK$°000 HK$'000
(restated)
Earnings
Earnings for the purposes of basic and
diluted earnings per share 2,253,309 1,871,359
2016 2015
‘000 ‘000
Number of shares
Weighted average number of ordinary shares for
the purpose of basic earnings per share 4,072,923 4,012,418
Effect of dilutive potential ordinary shares in
respect of share options - 51,213
Weighted average number of ordinary shares for
the purpose of diluted earnings per share 4,072,923 4,063,631

14./ | | PROPERTY, PLANT AND EQUIPMENT

During the period, the Group incurred approximately HK$60,533,000 (corresponding
period in 2015: HK$192,428,000) on the additions to property, plant and equipment.
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Notes to the Condensed Financial Statements (continued)

TRADE AND OTHER RECEIVABLES

The analysis of trade and other receivables, including the aging analysis of trade
receivables, net of allowance for doubtful debts, presented based on invoice date or
the terms of the related contracts, is as follow:

30 June 31 December

2016 2015
HK$°000 HK$'000
(restated)
Trade receivables, net of allowance for

doubtful debt, aged:
0-30 days 9,974,891 10,699,099
31-90 days 5,009,708 4,449,776
Over 90 days 15,634,402 17,230,944

30,619,001 32,379,819

Retention receivables 2,814,703 2,577,509
Other receivables 1,306,711 1,166,158
Trade and other receivables 34,740,415 36,123,486
Current Portion (16,640,021) (18,173,525)
Non-current portion (Note) 18,100,394 17,949,961

Note: The balances of the non-current portion were mainly attributable to certain infrastructure
investment projects (trading under BT model) on Mainland China. The balances are
secured by certain assets from employers as collaterals and are interest bearing in
accordance with the relevant contract terms. The amount is expected to be gradually and
fully recovered from the second half of 2017 to 2020, with approximately
HK$5,792,924,000 in the second half of 2017, HK$10,550,366,000 in 2018,
HK$1,715,651,000 in 2019 and HK$41,453,000 in 2020. As a result, they are classified as
non-current.
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Notes to the Condensed Financial Statements (zoninued)

15.

122

TRADE AND OTHER RECEIVABLES (conTinuED)

Included in the receivables aged over 90 days were receivables attributable to the
infrastructure investment projects amounting to HK$14,984,166,000 (31 December
2015: HK$16,704,856,000).

Retention receivables are interest-free and recoverable at the end of the retention
period of individual construction contracts ranging from 1 to 2 years. At 30 June
2016, the amount of retention receivables expected to be recovered after more than
one year was approximately HK$1,351,174,000 (31 December 2015:
HK$1,305,526,000).

Except for the receivables arising from construction contracts, including
infrastructure investment projects trading under BT model which are billed and
payable in accordance with the terms of relevant agreements, the Group generally
allows an average credit period of not exceeding 90 days (2015: 90 days) to its trade
customers and the retention receivables are recoverable upon the expiry of defect
liability periods of construction.
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Notes to the Condensed Financial Statements (continued)

TRADE PAYABLES, OTHER PAYABLES AND ACCRUALS

An analysis of trade payables, other payables and accruals, including the aging
analysis of trade payables, presented based on the invoice date, is as follows:

30 June 31 December

2016 2015
HK$°000 HK$'000
(restated)

Trade payables, aged:
0-30 days 7,107,452 8,073,021
31-90 days 2,709,134 2,056,945
Over 90 days 3,709,587 3,740,657

13,626,173 13,870,623
Retention payables 6,405,803 5,986,535
Other payables and accruals (Note) 4,201,612 2,069,820

24,133,588 21,926,978

Note: Included in other payables and accruals are approximately HK$2,419,580,000 related to
the balance payable to COLI for the acquisition of Precious Deluxe.

Other payables included in the other payables and accruals amounted to
approximately HK$1,725,399,000 (31 December 2015: HK$2,011,899,000), which
comprise primarily staff cost, other tax and other operating expenses payables.

The average credit period on trade and construction cost payables is 60 days (2015:
60 days). The Group has financial risk management policies in place to ensure that
all payables are paid within the credit time-frame. At 30 June 2016, the amount of
retention payables expected to be due after more than one year was approximately
HK$2,583,447,000 (31 December 2015: HK$2,673,649,000).
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Notes to the Condensed Financial Statements (continuen)

17. SHARE CAPITAL

Number
of shares Amount
HK$'000
Authorised:
Ordinary shares of HK$0.025 each as at
30 June 2015 and 30 June 2016 60,000,000,000 1,500,000
Issued and paid up:
Balance at 1 January 2015 and 30 June 2015 4,012,417,632 100,310
Issue of ordinary shares upon exercise of
share options 43,896,990 1,098
Balance at 31 December 2015 4,056,314,622 101,408
Issue of ordinary shares (Note) 431,824,639 10,795
Balance at 30 June 2016 4,488,139,261 112,203

Note: In June 2016, the Company issued 431,824,639 shares of the Company to COHL at
HK$11.14 per share. The ordinary shares issued rank pari passu as the other shares in
issue.

18. | | COMMITMENTS
At 30 June 2016 and 31 December 2015, the Group had the following commitments
contracted but not provided for in the consolidated financial statements.

30 June 31 December

2016 2015
HK$°000 HK$'000
Contracted but not provided for
— construction in progress for property,
plant and equipment 47,512 554,885
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Notes to the Condensed Financial Statements (continued)

19.  RELATED PARTY TRANSACTIONS

(@  The Group had the following significant transactions with its intermediate
holding company, fellow subsidiaries, associate and joint ventures during the

period under review as follows:

Six months end 30 June

Transactions 2016 2015
HK$°000 HK$'000
(restated)
Intermediate holding company
Construction costs - 59,027
Revenue from construction contracts 14,731 262
Fellow subsidiaries
Rental income 5,492 1,827
Security service payment 9,859 7,957
Revenue from construction contracts 513,529 106,497
Project consultancy service income 3,658 12,698
Insurance premium income 161 637
Construction costs 2,038,548 506,795
Management fee paid 10,897 12,494
Interest expenses 11,799 11,011
Associate
Purchase of construction materials 236,194 112,756
Revenue from construction contracts 280,499 182,817
Joint ventures
Revenue from construction contracts 982,705 1,239,336
Rental income from lease of machinery 2,124 296
Purchase of materials 39,354 51,086
Sales of building materials 27,722 13,323
Insurance premium income 1,699 15,447
Construction costs 346,671 25,161
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Notes to the Condensed Financial Statements (zoninued)

19.

126

RELATED PARTY TRANSACTIONS (conTINUED)

(b)

TRANSACTIONS WITH OTHER STATE-CONTROLLED ENTITIES IN MAINLAND CHINA

Certain of the Group's business are operated in an economic environment
currently predominated by entities directly or indirectly owned, controlled or
significantly influenced by the PRC government. In addition, the Group is itself
part of a larger group of companies under CSCEC which is controlled by the
PRC government.

Apart from transactions with its intermediate holding company, fellow
subsidiaries, associate and joint ventures of the Group, the Group has
transactions with other state-controlled entities including but not limited to the

following:

. Revenue from construction contracts
o Investment income

o Finance costs

These transactions are conducted in the ordinary course of the Group's
business on terms comparable to those with other entities that are not state-
controlled.

Certain of the Company's subsidiaries had entered into various transactions
with state-controlled entities, including general banking facilities transactions
with certain banks and financial institutions which are state-controlled entities,
in their ordinary course of business. In view of the nature of those banking
transactions, the directors are of the opinion that separate disclosure would
not be meaningful.
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Other Information

INTERIM DIVIDEND

The Board declared an interim dividend of HK15.00 cents per share (2015: HK13.00 cents
per share) to shareholders whose names appear on the register of members of the
Company on Wednesday, 21 September 2016. The interim dividend will be payable on
Wednesday, 5 October 2016.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed and no transfer of shares will be
registered on Wednesday, 21 September 2016, for the purpose of determining
shareholders’ entitlement to the interim dividend.

In order to qualify for the interim dividend, all properly completed transfer forms
accompanied by the relevant share certificates must be lodged for registration with the
Company’'s Hong Kong Branch Share Registrar, Tricor Standard Limited at Level 22,
Hopewell Centre, 183 Queen’'s Road East, Hong Kong, not later than 4:30 p.m. on
Tuesday, 20 September 2016.

SHARE CAPITAL

The Company'’s total issued share capital as at 30 June 2016 was 4,488,139,261 ordinary
shares of HK$0.025 each (“Shares”).

Pursuant to a subscription agreement entered into between China Overseas Holdings
Limited (“COHL") and the Company dated 11 May 2016, the Company issued and allotted
431,824,639 new Shares at HK$11.14 per Share to COHL on 24 June 2016 (please refer to
the announcement of the Company dated 11 May 2016 for details).
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Other Information (continued)

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS IN SHARES AND UNDERLYING SHARES

As at 30 June 2016, the interests of the Directors and chief executive of the Company in
the shares and underlying shares of the Company and its associated corporation (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO")), as recorded
in the register required to be kept by the Company under Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers of the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) (the “Model Code"), were as follows.

As at 30 June 2016, Mr. Zhou Yong, Mr. Tian Shuchen, Mr. Zhou Hancheng, Mr. Pan
Shujie, Mr. Hung Cheung Shew, Dr. Raymond Ho Chung Tai, Mr. Adrian David Li Man Kiu,
Dr. Raymond Leung Hai Ming and Mr. Lee Shing See held 3,233,027; 3,300,000;
2,605,138; 167,471; 581,584; 913,5669; 913,5669; 913,569 and 913,569 shares of the
Company respectively. All the shares held by the directors are in long positions and in the
capacity of beneficial owners.

As at 30 June 2016, Mr. Hung Cheung Shew held 7,095 shares in China Overseas Land &
Investment Limited (an associated corporation of the Company); 30,000 shares in Far East
Global Group Limited (“FEG", a non-wholly owned subsidiary of the Company); and 2,365
shares in China Overseas Property Holdings Limited (an associated corporation of the
Company). All the shares held by the director are in long positions and in the capacity of
beneficial owner.

As at 30 June 2016, Mr. Pan Shujie held 400,000 shares in FEG. All the shares held by the
director are in long positions and in the capacity of beneficial owner.

Save as disclosed above, as at 30 June 2016, none of the Directors or chief executive of
the Company had any interests or short positions in any shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO), or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

At no time during the six months ended 30 June 2016 was the Company, its holding
company, or any of its subsidiaries or fellow subsidiaries, a party to any arrangements to
enable the Directors to acquire benefits by means of acquisition of shares in, or
debentures of, the Company or any other body corporate. At no time during the six months
ended 30 June 2016, none of the Directors and chief executive of the Company (including
their spouses and children under the age of 18) had any interests in or was granted any
right to subscribe for the securities of the Company or its associated corporations (within
the meaning of Part XV of the SFO), or had exercised any such rights.
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SUBSTANTIAL SHAREHOLDERS

Other Information (continued)

As at 30 June 2016, shareholders (other than Directors or chief executive of the Company)
who had interests or short positions in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company under Section 336 of the SFO,
or as otherwise notified the Company and the Stock Exchange, were as follows:

LONG POSITIONS OF SUBSTANTIAL SHAREHOLDERS IN THE SHARES OF THE COMPANY

Number of
ordinary % of shares
Name of shareholder Capacity shares held in issue’
China Overseas Holdings Beneficial owner 2,786,874,298 62.09
Limited? (“COHL")
China State Construction Interest of a controlled 2,786,874,298 62.09
Engineering Corporation  corporation/beneficial
Limited® (“"CSCECL") owner
China State Construction Interest of a controlled 2,786,874,298 62.09
Engineering corporation/beneficial
Corporation* (“CSCEC"”)  owner
Notes:
i The percentage has been adjusted based on the total number of ordinary shares of the Company

in issue as at 30 June 2016 (i.e. 4,488,139,261 ordinary shares).

| Amongst the total number of 2,786,874,298 Shares held by COHL, 2,680,653,947 Shares was
held as beneficial owner while the balance of 106,220,351 Shares was interests of controlled

corporations.

8l COHL is a direct wholly-owned subsidiary of CSCECL, thus CSCECL is deemed by the SFO to be

interested in 2,786,874,298 Shares owned by COHL.

4. CSCECL is a subsidiary of CSCEC, thus CSCEC is deemed by the SFO to be interested in

2,786,874,298 Shares indirectly owned by CSCECL.

Save as disclosed above, as at 30 June 2016, there was no other person (other than
Directors or chief executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company as recorded in the register required to be kept
by the Company under section 336 of the SFO, or as otherwise notified to the Company

and the Stock Exchange.
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Other Information (continued)

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2016, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's listed securities.

CORPORATE GOVERNANCE

During the six months ended 30 June 2016, the Company has applied and complied with
all the code provisions of the Corporate Governance Code as set out in Appendix 14 of the
Listing Rules, except for the deviation as specified and explained below with considered
reason for such deviation:

Under code provision A.2.1 (the roles of chairman and chief executive officer should be
separate and should not be performed by the same individual). Mr. Zhou Yong has acted
as Executive Director, Chairman and Chief Executive Officer of the Company since August
2013. The Company considered that both positions of chairman and chief executive officer
require persons with in-depth knowledge and experience of the Group’s business. If the
positions occupied by unqualified persons, the Group’s performance may be affected. At
this time, the Company believed that vesting both of the roles in the same person enable
more effective and efficient overall strategic planning for the Group; and will not impair the
balance of power and authority of the Board. The Company will review the structure from
time to time and shall adjust the situation when suitable circumstance arises.

DIRECTOR'S SECURITIES TRANSACTIONS

The Company has adopted a model code for securities transactions by directors and
relevant employees (the “Securities Code”) on terms no less exacting than the required
standard set out in the Model Code. After making enquiries by the Company, all directors
confirmed that they have complied with the Securities Code during the six months ended
30 June 2016.

REVIEW OF INTERIM REPORT BY AUDIT COMMITTEE

The Group's unaudited interim results for the six months ended 30 June 2016 have been
reviewed by the Audit Committee which comprises four Independent Non-executive
Directors.
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Other Information (continved)

DISCLOSURE PURSUANT T0 RULE 13.22 OF THE LISTING RULES

As at 30 June 2016, the Group's financial assistance to certain affiliated companies
exceeded the assets rate to 8 per cent. A combined balance sheet of the affiliated
companies as at 30 June 2016 is set out below:

HK$'000
Non-current assets 4,551,125
Current assets 12,359,901
Non-current liabilities (2,972,434)
Current liabilities (7,745,755)
Net liabilities (6,192,837)
Equity and reserves (6,192,837)

As at 30 June 2016, the Group shared the accumulated losses of these affiliated
companies amounted to approximately HK$267 million.
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Other Information (continued)

CHANGES IN DIRECTORS" INFORMATION

Changes in Directors’ information since the date of the 2015 Annual report are set out
below:

Mr. Hung Cheung Shew

. Appointed as a Standing Director of Hong Kong Island Federation.

. Appointed as a Director of The Hong Kong Island Social Services Charitable
Foundation.

o Appointed as a Vice President of The Hong Kong Construction Association.

Dr. Raymond Ho Chung Tai SBS, MBE, $.B. St. J., JP

o Appointed as Professional Advisor to The Ombudsman of Hong Kong (Engineering
and Surveying).

o Appointed as an Independent Non-executive Director of AP Rentals Holdings
Limited.

Mr. Adrian David Li Man Kiu Jp

° Retired as a board member of The Community Chest of Hong Kong.
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