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IMPORTANT

If you are in doubt about any of the contents of this prospectus, you should seek
independent professional advice.
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(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

GLOBAL OFFERING
Number of Offer Shares under the Global : 2,357,124,000 H Shares (comprising 2,142,840,000
Offering H Shares to be offered by the Company and

214,284,000 Sale Shares to be offered by the Selling
Shareholders, subject to adjustment and the Over-
allotment Option)

Number of International Offer Shares : 2,121,408,000 H Shares (subject to adjustment and the
Over-allotment Option)

Number of Hong Kong Offer Shares : 235,716,000 H Shares (subject to adjustment)

Maximum Offer Price : HK$2.08 per H Share, plus brokerage of 1%, SFC

transaction levy of 0.003%, and Hong Kong Stock
Exchange trading fee of 0.005% (payable in full on
application in Hong Kong dollars and subject to
refund on final pricing)

Nominal value : RMB1.00 per H Share
Stock Code : 00579
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited
take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph “Documents Delivered to the Registrar of Companies
and Available for Inspection” in Appendix X, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the
Hong Kong Companies Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of
Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Bookrunners (on behalf of the Underwriters) and us (on behalf of ourselves
and the Selling Shareholders) on the Price Determination Date. The Price Determination Date is expected to be on or around June 30, 2011 and,
in any event, not later than July 6, 2011. The Offer Price will be not more than HK$2.08 per Offer Share and is currently expected to be not less
than HK$1.63 per Offer Share unless otherwise announced. Applicants for Hong Kong Offer Shares are required to pay, upon application, the
maximum Offer Price of HK$2.08 per Offer Share for each Hong Kong Offer Share together with brokerage of 1%, SFC transaction levy of 0.003%
and Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally determined is less than HK$2.08 per Offer
Share.

If, for any reason, the Offer Price is not agreed by July 6, 2011 between the Joint Bookrunners (on behalf of the Underwriters) and us (on behalf of
ourselves and the Selling Shareholders), the Global Offering will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including
the risk factors set out in the section “Risk Factors”.

We are incorporated, and all of our businesses are located, in the PRC. Potential investors should be aware of the differences in legal, economic and
financial systems between the PRC and Hong Kong and that there are different risk factors relating to investments in PRC-incorporated companies.
Potential investors should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should
take into consideration the different market nature of our Shares. Such differences and risk factors are set out in the section “Risk Factors” and in
“Appendix VIl—Summary of Principal PRC and Hong Kong Legal and Regulatory Provisions” and “Appendix VIll—Summary of Articles of Association” in
this prospectus.

The Joint Bookrunners (on behalf of the Underwriters) may, with our consent (on behalf of ourselves and the Selling Shareholders),
reduce the number of Offer Shares being offered under the Global Offering and/or the indicative offer price range below that stated in
this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offer. In such
a case, an announcement will be published in South China Morning Post (in English) and Hong Kong Economic Times (in Chinese) not
later than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offer. The obligations of the
Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Bookrunners (on behalf
of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See the section “Underwriting—Grounds for
Termination” in this prospectus.

The Offer Shares have not been and will not be registered under the Securities Act and may not be offered, sold, pledged or transferred
within the United States or to, or for the account or benefit of U.S. persons, except that Offer Shares may be offered, sold or delivered to
QIBs in reliance on an exemption from registration under the Securities Act provided by, and in accordance with the restrictions of,
Rule 144A or outside the United States in accordance with Rule 903 or Rule 904 of Regulation S.
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EXPECTED TIMETABLE®

Application listsopen®@ .. ... ... . ..

Latest time to lodge white and yellow application forms .........

Latest time to give electronic application instructions to
HKSCC ..

Latest time to complete electronic applications under White Form
elPO service through the designated website
www.eipo.com.hk@® ... .

Latest time to complete payment for White Form elPO
applications by effecting internet banking transfer(s) or PPS

11:45 a.m. on
June 29, 2011

12:00 noon on
June 29, 2011

12:00 noon on
June 29, 2011

11:30 a.m. on
June 29, 2011

12:00 noon on
June 29, 2011

Application listsclose .......... ... ... .. .

Expected Price DeterminationDate ..........................

paymenttransfer(s) .......... ...

12:00 noon on
June 29, 2011

June 30, 2011

Announcement of:

the Offer Price;
an indication of the level of interest in the International Offering;

the basis of allocation of the Hong Kong Offer Shares to be
published in the South China Morning Post (in English) and

Hong Kong Economic Times (in Chinese) on or before ........ July 7, 2011

results of allocations in the Hong Kong Public Offering (with
successful applicants’ identification document numbers where
appropriate) to be available through a variety of channels (see
paragraph “Publication of Results” in the section “How to

Apply for Hong Kong Offer Shares”) from ................... July 7, 2011

Despatch of H share certificates/White Form e-Refund payment

instructions/refund cheques (if applicable) on or before® ...... July 7, 2011

Dealings in H Shares on the Hong Kong Stock Exchange expected

0 COMMENCE ON . ..ot July 8, 2011

Notes:

(1)
@)

®)

(4)

All times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the Global Offering, including
its conditions, are set out in the section “Structure of the Global Offering”.

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning at any time between 9:00 a.m.
and 12:00 noon on Wednesday, June 29, 2011, the application lists will not open on that day. See the section “How to Apply
for Hong Kong Offer Shares—X. Effect of Bad Weather on the Opening of the Application Lists”.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on
the last day for submitting applications. If you have already submitted your application and obtained an application reference
number from the designated website prior to 11:30 a.m., you will be permitted to continue the application process (by
completing payment of application monies) until 12:00 noon on the last day for submitting applications, when the application
lists close. You should read carefully the sections entitled “Underwriting”, “How to Apply for Hong Kong Offer Shares” and
“Structure of the Global Offering” for details relating to the structure of the Global Offering, how to apply for Hong Kong Offer
Shares and the expected timetable, including, among other things, conditions, effect of bad weather and the despatch of
refund cheques and H share certificates.

H Share certificates are expected to be issued on Thursday, July 7, 2011 but will only become valid certificates of
title provided that the Global Offering has become unconditional in all respects and neither of the Underwriting
Agreements has been terminated in accordance with its terms, which is scheduled to be at or around 8:00 a.m. on
Friday, July 8, 2011. e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially
unsuccessful applications and in respect of successful applications if the Offer Price is less than the price payable
on application.
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SUMMARY

This summary aims to give you an overview of the information contained in
this prospectus. As it is a summary, it does not contain all the information that
may be important to you. You should read the whole document before you decide
to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks
in investing in the Offer Shares are set out in the section “Risk Factors” in this
prospectus. You should read that section carefully before you decide to invest in
the Offer Shares.

OVERVIEW

We are the largest gas-fired power provider in Beijing and a leading wind power
operator in the PRC, with a diversified clean energy portfolio including gas-fired power and
heat energy, wind power, small to medium hydropower and other clean energy projects.
According to Beijing Electric Power Industry Association (dtxt %172 &), we were the largest
gas-fired power provider in Beijing, in terms of our consolidated installed capacity as at
December 31, 2008, 2009 and 2010 which accounted for approximately 65%, 61% and 61%,
respectively, of the total gas-fired power installed capacity in Beijing. As at December 31,
2010, we had two gas-fired cogeneration plants and a gas-fired heat energy generation plant
in operation, all of which were located in Beijing, with a consolidated installed capacity of
1,190.00 MW and a consolidated installed heat energy generation capacity of 1,045.00 MW.
As at December 31, 2010, we also had a gas-fired cogeneration plant under construction in
Beijing with a capacity under construction of 838.20 MW and a heat energy generation
capacity under construction of 592.00 MW.

As at December 31, 2009 and 2010, we were the sixth and eighth largest wind power
operator in the PRC, respectively, in terms of consolidated connected capacity, according to
the HydroChina Report. As at December 31, 2008, 2009 and 2010, our consolidated installed
capacity accounted for approximately 1.4%, 3.1%, and 2.4%, respectively, of China’s total
wind power installed capacity, according to WWEA. As at December 31, 2010, we had 16
wind farms in operation with a consolidated installed capacity of 1,058.75 MW and nine wind
farms under construction with a consolidated capacity under construction of 393.00 MW. As
at December 31, 2010, our wind farms in operation and under construction were strategically
located in Inner Mongolia, Beijing, Ningxia and Liaoning Province.

In addition, we also produce electricity through small to medium hydropower and other
clean energy generation businesses with a consolidated installed capacity of 6.40 MW
(excluding the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass
Power Plant, which was divested in January 2011) as at December 31, 2010.



SUMMARY

We operate in the following two business segments:

Gas-fired Power and Heat Energy We develop, manage and operate gas-fired
Generation cogeneration plants as well as a gas-fired
heat energy generation plant, and sell the
electricity generated to local grid companies
and the heat energy to customers in Beijing.

Wind Power We develop, manage and operate wind
farms, and sell the electricity generated by
our wind farms to local grid companies.

In addition to the above two business segments, we also develop, manage and
operate small to medium hydropower plants and other clean energy generation projects and
sell the electricity generated to local grid companies. In addition, through our associates or
jointly controlled entities, we develop, manage and/or operate geothermal, waste-to-energy
and sewage-to-energy plants, and sell the electricity, heat energy and cooling source
generated by these plants to external customers.

During the Track Record Period, our business experienced significant growth in terms
of consolidated installed capacity, which increased from 1,361.40 MW as at December 31,
2008 to 2,007.65 MW as at December 31, 2009, and further to 2,255.15 MW as at
December 31, 2010, representing a CAGR of 28.70%. As at December 31, 2010, we also had
1,455.60 MW of consolidated capacity under construction. We expect to have a total of
2,654.55 MW and 4,684.34 MW of consolidated installed capacity by the end of 2011 and
2012, respectively.

Gas-fired Power and Heat Energy Generation Business

In 2008, 2009 and 2010, revenue generated from our gas-fired power and heat energy
generation business segment were RMB1,163.7 million, RMB1,893.1 million and RMB2,553.8
million, representing 86.9%, 78.6% and 70.1% of our total reportable segment revenue,
respectively.

As at December 31, 2010, our gas-fired power business had a consolidated installed
capacity of 1,190.00 MW, representing 52.8% of the consolidated installed capacity of our
total power portfolio. As at December 31, 2010, we also had a portfolio of pipeline gas-fired
power projects suitable for future development with a consolidated estimated capacity of
1,000.00 MW. Please see the section headed “Business—OQur Gas-fired Power and Heat
Energy Generation Business—Our Pipeline Gas-fired Power and Heat Energy Generation
Projects” for further details. These pipeline projects are all located in Beijing.

As at December 31, 2010, our total heat energy supply coverage area was
17 million m2, accounting for 73.9% of the gas-fired cogeneration centralized heat energy
supply in Beijing according to BDHG.

Our gas-fired cogeneration plants, namely the Taiyanggong Power Plant and the
Jingfeng Power Plant, are equipped with gas-steam combined cycle cogeneration systems

2
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and generated electricity and heat energy during the Track Record Period. The Jinggiao
Power Plant, which only generated heat energy as at the Latest Practicable Date, is expected
to generate electricity in conjunction with heat energy by September 2012 upon the
completion of its second phase development. The Jinggiao Power Plant Phase | is expected
to temporarily cease producing heat energy in the heat supply period between late 2011 and
early 2012 due to its technical adjustment in connection with the construction of Jinggiao
Power Plant Phase II.

During the Track Record Period, we purchased natural gas from Beijing Gas Group,
which was our only natural gas supplier. Revenue derived from the sales of heat energy
(excluding fees for heat energy generated during testing period and tax) to BDHG were
RMB55.8 million, RMB297.7 million and RMB313.7 million, respectively, for the years ended
December 31, 2008, 2009 and 2010. During the Track Record Period, the Taiyanggong
Power Plant and the Jinggiao Power Plant were within the centralized heat energy supply
network, and sold all the heat energy they generated to BDHG, which distributed heat energy
to industrial or residential end users within the coverage of its network in Beijing. The Jingfeng
Power Plant is within the area of regional heat energy supply, and entered into HESAs with
two major heat energy end users adjacent to the power plant which are not covered by the
supply network of BDHG.

PPAs and HESAs

The PPAs that our Taiyanggong Power Plant and Jingfeng Power Plant entered into
with Beijing Electricity Power provide for a monthly payment arrangement by Beijing
Electricity Power. Our scheduled electricity output shall be determined by the NDRC Beijing
Branch. According to the PPAs, we are obliged to follow dispatch orders from Beijing
Electricity Power and shall be compensated for power generation loss caused by
transmission limitation, although the basis of calculation for the compensation was not
provided in the PPAs. During the Track Record Period, we did not receive any such
compensation. Pursuant to the PPAs, we shall negotiate the renewal with Beijing Electricity
Power two months prior to their expiry. The PPAs could be terminated for reasons including
without limitation that we fail to generate, or Beijing Electricity Power fail to purchase
electricity for more than 120 days.

During the Track Record Period, our Taiyanggong Power Plant and Jinggiao Power
Plant entered into HESAs with BDHG, and our Jingfeng Power Plant entered into HESAs with
residential and industrial end users in Beijing. Pursuant to the Tentative Procedures on
Strengthening the Management of Heat Supply to Residents (CBA e A iy R M At 5t
TAEEETTHED) of Beijing, heat producers within Beijing’s centralized heat energy supply
network shall follow centralized dispatch orders from BDHG in accordance with relevant heat
supply standards. As advised by our PRC legal advisor, as long as the Taiyanggong Power
Plant and the Jinggiao Power Plant are within the centralized heat energy supply network,
they are required to sell all heat energy generated to BDHG to satisfy the requirements for
centralized dispatch of heat energy supply. According to the HESAs, we sell heat energy at
prices determined by the relevant PRC authority, which is subject to further adjustment from
time to time, and we receive payment for heat energy sold on a monthly basis.
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Under the HESAs with BDHG, we are obliged to follow dispatch orders from BDHG,
and entitled to compensation for our actual losses caused by heat energy transmission
limitations, although the basis of calculation for the compensation was not provided in the
HESAs. During the Track Record Period, we did not receive any such compensation. Our
HESAs with BDHG shall be automatically extended if there is no written objection nor notice
of termination served no later than six months prior to their expiry, and they may be
terminated should we and BDHG both believe they can no longer be performed or continuing
performance will be meaningless.

Since our Jingfeng Power Plant supplies heat energy to end users directly, the HESAs
generally do not provide for transmission limitation related compensation. Generally, the
HESAs that our Jingfeng Power Plant entered into do not contain termination or automatic
renewal clauses.

We expect our gas-fired power and heat energy generation business to have
2,228.20 MW of consolidated installed capacity by the end of 2012, representing
approximately 48% of our expected consolidated installed capacity by the end of 2012.

Wind Power Business

In 2008, 2009 and 2010, revenue generated from our wind power business segment
were RMB115.3 million, RMB367.8 million and RMB1,032.5 million, representing 8.6%,
15.3% and 28.3% of our total reportable segment revenue (which excludes revenue from
concession construction arrangements), respectively.

Our wind power business has experienced rapid growth in terms of consolidated
installed capacity, which increased from 165.00 MW as at December 31, 2008 to 811.25 MW
as at December 31, 2009, and further increased to 1,058.75 MW as at December 31, 2010,
representing a CAGR of 153.31%. As at December 31, 2010, the consolidated installed
capacity of our wind power business represented 46.9% of the consolidated installed capacity
of our total portfolio.

As at December 31, 2010, we also had a portfolio of pipeline wind power projects for
future development with a consolidated estimated capacity of 3,039.50 MW, including two
Tier 1 pipeline projects with a consolidated estimated capacity of 99.00 MW, 16 Tier 2
pipeline projects with a consolidated estimated capacity of 1,543.50 MW and 12 Tier 3
pipeline projects with a consolidated estimated capacity of 1,397.00 MW. Please see the
section headed “Business—OQur Wind Power Business—Our Pipeline Wind Power Projects”
for further details. These pipeline projects are located in northern China, including Inner
Mongolia, Beijing, Ningxia, Hebei Province and Liaoning Province.

We expect our wind power business to consist of a total of 25 wind farms with
1,451.75 MW of consolidated installed capacity by the end of 2011, representing
approximately 55% of our expected consolidated installed capacity by the end of 2011; and a
total of 36 wind farms with 2,146.75 MW of consolidated installed capacity by the end of 2012,
representing approximately 46% of our expected consolidated installed capacity by the end of
2012.
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PPAs

The PPAs that our wind farms entered into with local grid companies provide for
scheduled electricity output. Under the PPAs, we are obliged to follow dispatch orders from
the local grid companies and must adjust our electricity output accordingly to guarantee the
stability of the power grid. The local grid companies shall pay us for the electricity sold on a
monthly basis. Our PPAs do not specifically provide for any compensation for power
generation loss caused by transmission limitation. The PPAs generally provide that they are
renewable, and we shall negotiate with local grid companies before their expiry. In addition,
the PPAs may be terminated for reasons including but not limited to bankruptcy of our project
company, our business license being revoked, and failure for us to produce or local grid
companies to purchase electricity exceeding a prescribed period of time.

Transmission Limitations in the PRC Wind Power Industry

In recent years, primarily due to the growth of wind power installed capacity outpacing
the development of local grids, the local grid companies in northern China, especially that in
West Inner Mongolia, have imposed restrictions on wind power generation companies like us,
especially during the winter season, to give priority to cogeneration companies and to secure
the voltage stability and safety of local grids. Since electricity generated from our wind farms
cannot be stored and must be transmitted or used once generated, a number of our wind
farms, especially in West Inner Mongolia, temporarily shut down some of their wind turbines
in 2009 and 2010. During the Track Record Period, approximately 61%, 86% and 89%,
respectively, of our total wind power installed capacity were partially affected by grid
congestion. In addition, we did not receive any compensation from grid companies for the loss
of power generation due to grid congestion.

The Recommendations from the Chinese Communist Party Central Committee
regarding the Formulation of the 12t Five-Year-Plan for National Economy and Social
Development (<At s i il & B0 B RS FI AL & 85 e o -+ R LLAERL R @5%)) indicate that the PRC
government will enhance power grid constructions during the 12t Five-Year-Plan period,
which is from 2011 to 2015, and develop a more technically advanced power grid system in
China. The State Council issued the Decision to Accelerate the Fostering and Development of
Strategic New Industries (B2 s & H05% reBoms 157 B ZE 2619 € )) which set forth the target to
accelerate the development of an advanced power grid and its operation system that adapts
to new energy development needs. The Inner Mongolia government issued Opinions
regarding Further Accelerating Power Grid Construction in Inner Mongolia
(CBRAEE— AR 5 FEA R 197 1)) which provided for a goal to expand power transmission
channel and to solve the wind power transmission problems. In the meantime, the PRC
government has increased capital investments in grid construction. For example, in 2009, the
State Grid Corporation of China (“SGCC”) announced that it would start building three more
ultra-high voltage (“UHV”) power lines, one of which would connect West Inner Mongolia with
Shanghai, increasing the number of China’s UHV lines to six. SGCC also planned to invest
more than RMB100 billion over the next three to four years on UHV lines and it is expected
that China’s UHV capacity will reach 300 million kW by 2020. The Inner Mongolia government
planned to invest over RMB20 billion in 2009 and 2010 to expand and upgrade its
transmission network. By the end of 2009, the Inner Mongolia Power Corporation had
completed all 33 power transmission and dispatch projects as originally planned. As a result,
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we expect that the impact of grid congestion on our wind power business will decrease as the
grid construction develops during the 12t Five-Year-Plan period.

Concession Projects

While we developed most of our existing and pipeline wind power projects pursuant to
investment and development agreements entered into with local governments, as at
December 31, 2010, we had also been awarded and developed four concession projects. The
consolidated installed capacity of our concession projects accounted for 7%, 25% and 22% of
the consolidated installed capacity of our total portfolio as at December 31, 2008, 2009 and
2010, respectively, and revenue from sales of electricity from these wind farms was RMB82.1
million, RMB183.7 million and RMB485.6 million, accounting for 4%, 4% and 13% of our total
revenue, for the years ended December 31, 2008, 2009 and 2010, respectively. Pursuant to
the concession agreements, the on-grid tariff for our concession projects, Wulanyiligeng Wind
Farm, Jixianghuaya Wind Farm Phase |, Zheligentu Wind Farm Phase | and Huitengxile Wind
Farm Phase | is RMB0.4680 per kWh (VAT inclusive), RMB0.5790 per kWh (VAT inclusive),
RMB0.5100 per kWh (VAT inclusive) and RMB0.3820 per kWh (VAT exclusive),
respectively®, during the first 30,000 hours of power generation at full load, after which the
average prevailing market price shall apply. Our operating costs for these concession projects
was RMB42.4 million, RMB87.6 million and RMB229.5 million for the years ended
December 31, 2008, 2009 and 2010, respectively.

We entered into service concession arrangements with the provincial DRC of Inner
Mongolia for all of our concession projects through a competitive tender process. According to
the service concession agreements, we are granted by the provincial DRC of Inner Mongolia
the exclusive right to develop and operate these wind farms and enjoy all economic benefits
from the operation during the concession period of 25 years. Consequently, the concession
rights related to our concession projects, namely Wulanyiligeng Wind Farm, Jixianghuaya
Wind Farm Phase |, Zheligentu Wind Farm Phase | and Huitengxile Wind Farm Phase |, are
expected to expire in 2034, 2034, 2034 and 2032, respectively, unless we successfully
negotiate and obtain renewal from the provincial DRC of Inner Mongolia before such
concession rights expire. Meanwhile, we are responsible for the design, construction,
commissioning, operation and maintenance of the concession projects during the concession
period. At the end of the concession period, we need to dismantle the wind farms or negotiate
with the provincial DRC of Inner Mongolia for an extension of the concession period. We have
invested approximately RMB4.0 billion in the development of these projects and expect to
recover the investment costs between 10 to 13 years. In addition, the concession agreements
may be terminated for reasons including but not limited to abandoning the wind farm
construction or operation, bankruptcy of our project companies, and material breach by either
party. As a result, should we fail to negotiate and obtain renewal from the provincial DRC of
Inner Mongolia when the concession periods for our related projects expire, we may lose our
right to operate these wind farms and our results of operations may be adversely affected. For
risks related to the non-renewal of our concession arrangements, please see the section

Note:

(1) The on-grid tariffs provided in the concession agreements for our Wulanyiligeng Wind Farm, Jixianghuaya Wind Farm
Phase | and Zheligentu Wind Farm Phase | are not the actual on-grid tariffs applicable to these concession projects. The
actual applicable on-grid tariffs include a premium provided by the local grid company to refund our expenditures in funding
the construction of power grid that connects to these wind farms.
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headed “Risk Factors—Risks Relating to Our Wind Power Business—The wind farms that we
operate under service concession arrangements are for a period of 25 years and may not be
renewed upon expiry”.

In addition to revenue from sales of electricity generated by our concession projects,
we also record service concession construction revenue and service concession construction
costs in connection with the construction of our concession projects. According to
International Financial Reporting Interpretation Committee—IFRIC-12 Service Concession
Arrangement, revenue from providing construction services under concession arrangements
are recognized by reference to the stage of completion of the concession arrangements at the
end of each reporting period, as measured by contract cost incurred for work performed to
date bear to the estimated total contract cost. Operation or service revenue is recognized in
the period in which the services are provided. Also, an intangible asset arises from the
concession arrangement when the operator in the concession arrangement has a right to
charge for the usage of the concession infrastructure. Intangible assets received as a
consideration for providing construction services in a concession arrangement are measured
at fair value upon initial recognition if the financial assets cannot be recognized according to
the definition in IAS 39—Financial Instruments: Recognition and Measurement. Subsequent
to initial recognition the intangible asset is measured at cost less accumulated amortization
and accumulated impairment losses. We recognize service concession construction revenue
at fair value and relevant intangible assets in respect of the construction work completed for
concession projects pursuant to the relevant concession agreements between us and the
relevant local government authorities. As we subcontract substantially all construction
activities of our concession projects to third parties, we recognize total construction costs as
the fair value of construction services. As a result, the service concession construction
revenue is equal to the service concession construction cost recorded during the relevant
period, and thus has no effect on our operating profit or net profit for the relevant period. The
carrying value of concession projects as at December 31, 2008, 2009 and 2010 were
RMB1,566.1 million, RMB3,866.9 million and RMB3,668.7 million, respectively. The duration
of the relevant concession arrangements is normally 25 years (including the construction
period) and the useful lives of the wind farms and the concession rights are limited to such
period. We had four concession arrangements with the provincial DRC of Inner Mongolia
during the Track Record Period and all construction work were completed by the end of 2009.
For more details, see the sections headed “Financial Information—Description of key
statement of comprehensive income line items” and “Financial Information—Results of
Operations” and “Appendix |—Accountants’ Report”.

Our PRC legal advisor has advised that we have the right to subcontract to third
parties for the construction of our wind farms under the concession agreements. However, we
may still be liable for the construction of these wind farms subcontracted to third parties
pursuant to the concession agreements.

Small to Medium Hydropower and Other Clean Energy Generation Businesses

In addition to our gas-fired power and heat energy generation business and wind
power business, we are also engaged in other clean energy businesses, as a supplement to
our two business segments, which enables us to take advantage of the favorable regulatory
environment encouraging the development of clean energy business, including mandatory off-
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take of power generated using renewable energy, top dispatch priority, and hydropower and
solar power being one of key renewable energy development sectors from 2010 to 2020.

In 2008, 2009 and 2010, revenue generated from our hydropower and other
businesses were RMB59.5 million, RMB148.9 million and RMB56.6 million, representing
4.4%, 6.2% and 1.6% of our total reportable segment revenue, respectively.

Revenue from our hydropower and other business increased by 150.2% from
RMB59.5 million in 2008 to RMB148.9 million in 2009, primarily due to the full-year operation
of two additional power plants in 2009, compared to the partial year operation of those power
plants in 2008. Our bio-mass power plant (Shandong Jingneng Straw-fired Biomass Power
Plant) commenced operations in September 2008 and our hydropower plant (Heishui
Sanlian—Zhawo Grade | Hydropower Plant) commenced operations in July 2008. However,
revenue from our hydropower and other business decreased to RMB56.6 million in 2010
primarily due to the divestiture of four subsidiaries that do not conduct clean or renewable
energy generation business, namely Beijing Yuanshen Energy-saving Technology Co., Ltd.,
Beijing Boer Energy-saving Equipment Technology Development Co., Ltd., Beijing
Huayuangaojie Energy Supplying Technology Co., Ltd. and Beijing Jiajie Boda Automobiles
Energy Saving Technology Co., Ltd. In January 2011, we transferred our entire interest in
Shandong Jingneng Straw-fired Biomass Power Plant to BEIH. See the section headed “Our
History, Reorganization and Corporate Structure—Acquisitions and Transfers”.

Reportable segment profit from our hydropower and other business was
RMB21.3 million in 2008 and reportable segment loss was RMB1.2 million in 2009 and
RMB51.9 million in 2010. The reportable segment loss in 2009 of RMB1.2 million reflected:
(a) an operating loss from our corporate administrative activities relating to this segment of
RMB8.2 million, (b) an operating loss at Shandong Jingneng Straw-fired Biomass Power
Plant of RMB1.8 million, partially offset by (c) an operating profit at our Heishui Sanlian—
Zhawo Grade | Hydropower Plant of RMB1.8 million, (d) an operating profit of RMB4.3 million
from the four subsidiaries that were divested and are not in clean or renewable energy
generation business as mentioned above and (e) other operating profit of RMB2.7 million.

The reportable segment loss in 2010 increased to RMB51.9 million. This increase
mainly reflected the loss of revenues and profits from the divestiture of the four subsidiaries
mentioned above and the increase in operating losses at Shandong Jingneng Straw-fired
Biomass Power Plant to RMB37.2 million in 2010 due to higher raw material prices from a
shortage of raw materials.

As at December 31, 2010, we had one small to medium hydropower project in
operation in Sichuan Province, with a consolidated installed capacity of 6.40 MW, and four
small to medium hydropower projects under construction in Sichuan province and Yunnan
province, with a consolidated capacity under construction of 224.40 MW.

As at December 31, 2010, we also had two pipeline small to medium hydropower
projects in Yunnan Province with a consolidated estimated capacity of 34.00 MW. Please see
the section headed “Business—Our Small to Medium Hydropower and Other Clean Energy
Generation Businesses—Our Pipeline Small to Medium Hydropower and Other Clean Energy
Power Projects” for further details.
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We expect our small to medium hydropower business to have 12.80 MW and
264.80 MW of consolidated installed capacity by the end of 2011 and 2012, respectively.

As at December 31, 2010, our small to medium hydropower and other clean energy
generation businesses had 6.40 MW of consolidated installed capacity (excluding the
24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant, which
was divested in January 2011), representing 0.3% of the consolidated installed capacity of
our total power portfolio. We also had pipeline projects for other clean energy businesses
such as solar power. We expect to have 12.80 MW and 309.39 MW of consolidated installed
capacity for our small to medium hydropower and other clean energy generation businesses
by the end of 2011 and 2012, respectively.

Our Power Plants

The table below illustrates all of our power (including heat energy generation) plants in
operation as at December 31, 2010:

Installed

Gas-fired Power and Heat Energy Generation Business Location Capacity = Ownership
(Mw)

Taiyanggong Power Plant (cogeneration)

R R ERR) .ottt e e e Beijing 780.00( 74%
Jingfeng Power Plant (cogeneration)

R ) L ettt e Beijing 410.00(M 100%
Jinggiao Power Plant (heat energy generation)

R ==y Beijing — M@ 80.03%
Subtotal ........ ... .. 1,190.00
Notes:

(1) As at December 31, 2010, the installed heat energy generation capacity for the Taiyanggong Power Plant, the Jingfeng
Power Plant and the Jinggiao Power Plant were 465.00 MW, 116.00 MW and 464.00 MW, respectively.

(2) As at December 31, 2010, our Jinggiao Power Plant was a heat energy generation plant, and did not generate any
electricity.
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Installed Warranty
Wind Power Business Location Capacity Ownership Period
(Mw) (months)

Woulanyiligeng Wind Farm®

(REEPIERES) .o Inner Mongolia 300.00 100% 24
Huitengxile Wind Farm Phase [

(MFmSEMEEL W) .. Inner Mongolia 100.50 100% 24
Chayouzhong Wind Farm Phase |l

(BEAPRESTH) . Inner Mongolia 50.00 100% 24
Lumingshan Guanting Wind Farm Phase |

(s ERERES ) Beijing 49.50 100% 48
Lumingshan Guanting Wind Farm Phase Il

(s ERERES ) Beijing 49.50 100% 24
Chayouzhong Wind Farm Phase |

(BEAPRES W) .. Inner Mongolia 49.50 100% 24
Jixianghuaya Wind Farm Phase [

(BRI L Inner Mongolia 49.50 100% 24
Jixianghuaya Wind Farm Phase |l

(BAEERREIS ) . Inner Mongolia 49.50 100% 24
Shangdu Wind Farm Phase |

(FHREES ) . Inner Mongolia 49.50 100% 24
Saihan Wind Farm Phase |

(FEFRES W) ..o Inner Mongolia 49.50 100% 24
Saihan Wind Farm Phase Il

(FEFRES ) ..o Inner Mongolia 49.50 100% 24
Zheligentu Wind Farm Phase I

(FRBEEES M) ... Inner Mongolia 49.50 100% 24
Huolinhe Wind Farm Phase |

(EMMRES W) ..o Inner Mongolia 49.50 100% 24
Changtu Taiyangshan Wind Farm

(BERBIERER) .. Liaoning province 49.50 100% 24
Zheligentu Wind Farm Phase ()

(FRBERES M) ... Inner Mongolia 48.75 100% 24
Yanqging Wind Farm

(EEEETES) ..o e Beijing 15.00 100% 48
Subtotal ........... ... .. ... . 1,058.75

Installed
Small to Medium Hydropower and Other Businesses® Location Capacity = Ownership
(mw)

Heishui Sanlian—Zhawo Grade | Hydropower

Plant

(BR = — W —HOKEW) . Sichuan province 6.40 100%
Subtotal ............. .. .. ... 6.40
TOTAL ... 2,255.15
Notes:

(1) This project is a concession project.

(2) These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,

which was divested in January 2011.
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Projects Under Construction

The table below illustrates our projects under construction as at December 31, 2010:

Capacity
Gas-fired Power and Heat Energy Generation Business Location Conlé?&(ecl;ion Ownership
(mw) (%)
Jinggiao Power Plant Phase Il (SO AREER W) ... ... Beijing 838.20 80.03
Subtotal . ......... .. ... . 838.20
Capacity
Under
Wind Power Business Location Construction Ownership
(Mw) (%)
Chifenggigan Wind Farm Phase |
(RVERTEES —)) .. Inner Mongolia 49.50 100.00
Xinganmeng Keyouzhonggi Wind Farm Phase |
(FLHRE PR, ) L Inner Mongolia 49.50 100.00
Ningxia Taiyangshan Wind Farm Phase |
(EERGLERES W) Ningxia 49.50 100.00
Ningxia Taiyangshan Wind Farm Phase Il
(EERGLEES W) Ningxia 49.50 100.00
Balinyou Wind Farm Phase |
EMBERESG W) Inner Mongolia 49.50 100.00
Shangdu Wind Farm Phase II
(FRRRFES ) Inner Mongolia 49.50 100.00
Lumingshan Guanting Wind Farm Phase Il (Density
Increased)
(EERS 1L B RV RE S — N L Beijing 36.00 100.00
Huitengxile Wind Farm Phase |l
(MESEEEESS — /) Inner Mongolia 30.00 100.00
Huolinhe Wind Farm Phase I
(EMIEES ) o Inner Mongolia 30.00 100.00
Subtotal . ...... ... .. .. . 393.00
Capacity
Under
Small to Medium Hydropower and Other Businesses Location Construction Ownership
(Mw) (%)
Na Bang Hydropower Plant
IBIRIRTBIR) L Yunnan province 180.00 100.00
Heishui Sanlian—Deng Peng Grade | Hydropower Plant
(FRAK=T — B —BOKEI) .. Sichuan province 20.00 100.00
Heishui Sanlian—Deng Peng Grade Il Hydropower Plant
(FRAK=H — B UK ES) Sichuan province 18.00 100.00
Heishui Sanlian—Zhawo Grade Il Hydropower Plant
(FRR=HF — R AUKEIN) ... Sichuan province 6.40 100.00
Subtotal .......... ... . .. .. 224.40
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Pipeline Projects

The table below illustrates our pipeline projects as at December 31, 2010:

Gas-fired Power and Heat Energy
Generation Business

Wind Power Business
Tier 10 Pipeline Wind Power Projects

Subtotal ................ ... .. ......

Tier 20 Pipeline Wind Power Projects

Subtotal ................ ... .. ......

Tier 30 Pipeline Wind Power Projects

Subtotal ................ ... .. ......
Total ......... ... ... ... .. ... ..

Small to Medium Hydropower and Other
Businesses

Note:

Consolidated

Number Estimated Estimated

of Installed Capital

Location Projects Capacity Expenditure

(RMB in
(Mw) millions)
Beijing 2 1,000.00 4,490.0
2 1,000.00 4,490.0
Inner Mongolia 1 49.50 396.0
Liaoning Province 1 49.50 396.0
2 99.00 792.0
Inner Mongolia 8 1,147.50 9,180.0
Ningxia 7 346.50 2,772.0
Beijing 1 49.50 396.0
16 1,543.50 12,348.0
Inner Mongolia 8 1,098.00 8,784.0
Beijing 3 199.00 1,592.0
Hebei Province 1 100.00 800.0
12 1,397.00 11,176.0
30 3,039.50 24,316.0
Beijing 2 34.59 806.4
Yunnan Province 2 34.00 201.5
Ningxia 1 10.00 210.0
5 78.59 1,217.9

(1) Definitions of Tier 1, Tier 2 and Tier 3 pipeline wind power projects are provided in the section headed “Business—Our Wind

Power Business—Our Pipeline Wind Power Projects”.
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The table below sets out details with respect to the installed capacity of our clean

energy business as at the dates indicated:

As at December 31, CAGR
2008 2009 2010 2008 to 2010
(in MW) (%)
Total installed capacity(")
Gas-fired Power and Heat Energy Generation® . ... 1,190.00 1,190.00 1,190.00 —
Wind Power ...... ... . . i 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . ............... ... ..... 6.40 6.40 6.40 —
Total ... ... . 1,361.40 2,007.65 2,255.15 28.70%
Consolidated installed capacity®
Gas-fired Power and Heat Energy Generation® .... 1,190.00 1,190.00 1,190.00 —
Wind Power ... ... .. i 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . ............... ... ..... 6.40 6.40 6.40 —
Total ...... ... 1,361.40 2,007.65 2,255.15 28.70%
Attributable installed capacity®
Gas-fired Power and Heat Energy Generation® . . .. 987.20 987.20 987.20 —
Wind Power . ... ... 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . .......... ... ... ..., 6.40 6.40 6.40 —
Total ... ... . 1,158.60 1,804.85 2,052.35 33.09%
Notes:

M

Total installed capacity represents the aggregate installed capacity of our project companies or individual projects under one
project company, which is calculated by including 100% of the installed capacity of the project companies in which we have
an interest, regardless of the level of our ownership in each of those companies. Total installed capacity includes the
capacity of our associated companies.

Consolidated installed capacity represents the aggregate installed capacity of our project companies that we fully
consolidate in our consolidated financial statements. This is calculated by including 100% of the installed capacity of our
project companies that we fully consolidate in our consolidated financial statements and are deemed as our subsidiaries.
Consolidated installed capacity does not include the capacity of our associated companies.

Attributable installed capacity represents the aggregate installed capacity of our project companies or individual projects
under one project company in which we have an interest in proportion to the level of ownership in each of those companies.
It is calculated by multiplying our percentage ownership in each project company in which we have an interest, whether or
not such interest is a controlling interest, by its total installed capacity. It includes the capacity of both our subsidiaries and
associated companies but only to the extent of our equity ownership in such companies.

These figures do not include the installed heat energy generation capacity for the Taiyanggong Power Plant, the Jingfeng
Power Plant and the Jinggiao Power Plant.

These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,
which was divested in January 2011.
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The following table sets out the key operational information of our projects by
geographic region for the periods indicated:

Gas-fired Power and Heat Energy Generation Business

As at or for the year ended
December 31,

2008 2009 2010
Beijing
Consolidated Installed Capacity (MW) ................ 1,190.00 1,190.00 1,190.00
Average Consolidated Installed Capacity (MW) ......... 865.00 1,190.00 1,190.00
Consolidated Capacity Under Construction (MW) ... .... — — 838.20
Average UtilizationHours .. ....... ... ... .. ... ..... 3,575 3,239 4,237
Wind Power Business

As at or for the year ended
December 31,

2008 2009 2010
Inner Mongolia
Consolidated Installed Capacity (MW) ................ 100.50 697.25 895.25
Average Consolidated Installed Capacity (MW) ......... 100.50 273.69 854.00
Consolidated Capacity Under Construction (MW) . ...... 695.75 198.00 258.00
Average UtilizationHours .. ....... ... ... ... ... ..., 2,157 2,376 2,408
Beijing
Consolidated Installed Capacity (MW) ................ 64.50 64.50 114.00
Average Consolidated Installed Capacity (MW) ......... 24.75 64.50 78.25
Consolidated Capacity Under Construction (MW) . ...... — 85.50 36.00
Average UtilizationHours .. ....... ... ... ... ... ... 2,153 1,895@ 2,359
Liaoning Province
Consolidated Installed Capacity (MW) ................ — 49.50 49.50
Average Consolidated Installed Capacity (MW) ......... — 19.25 49.50
Consolidated Capacity Under Construction (MW) . ...... 49.50 — —
Average UtilizationHours .. ......... ... ... ... .. ..... — 1,515 1,717

Ningxia
Consolidated Installed Capacity (MW) . ............... — — —
Average Consolidated Installed Capacity (MW) ......... — — —
Consolidated Capacity Under Construction (MW) ....... — — 99.00
Average UtilizationHours .. ......... ... ... ... .. ..... — — —

Notes:

(1) This decrease was due to our Jingfeng Power Plant returning to its normal power generation volume. As a gas-fired power
plant and a clean energy provider, the Jingfeng Power Plant was requested to generate a larger portion of the electricity
needed in Beijing so as to safeguard the air quality for the 2008 Beijing Olympic Games.

(2) This decrease was due to power grid upgrades to increase transmission capacity that affected our wind farms in Beijing. The
power grid upgrade took several months, during which operations of our wind farms in Beijing were partially affected,
resulting in such decrease of average utilization hours.
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Small to Medium Hydropower and Other Businesses(")

As at or for the year ended
December 31,

2008 2009 2010
Sichuan Province
Consolidated Installed Capacity (MW) ................ 6.40 6.40 6.40
Average Consolidated Installed Capacity (MW) ......... 2.67 6.40 6.40
Consolidated Capacity Under Construction (MW) ....... 44.40 44.40 44.40
Average Utilization Hours .. ......... ... ... ... ..... 892 3,529 3,438

Yunnan Province
Consolidated Installed Capacity (MW) ................ — — —
Average Consolidated Installed Capacity (MW) ......... — — —
Consolidated Capacity Under Construction (MW) ....... 180.00 180.00 180.00
Average UtilizationHours .. ....... ... ... ... .. ..., — — —

The following table sets out the key operational information for the periods indicated:

For the year ended

Key Operational Data December 31,

2008 2009 2010
Consolidated gross power generation? (GWh)
Gas-fired Power and Heat Energy Generation ....................... 3,092 3,855 5,042
Wind POWeEr . ..o 270 802 2,326
Small to Medium Hydropower and Other Clean Energy Generation . .. ... 6 23 22
Consolidated net power generation® (GWh)
Gas-fired Power and Heat Energy Generation ....................... 3,044 3,748 4,906
Wind Power ... 266 787 2,288
Small to Medium Hydropower and Other Clean Energy Generation . . .. .. 6 23 22
Consolidated heat energy generation (kGJ) ...................... 1,123.2 5,114.8 5,625.1
Average utilization hours®
Gas-fired Power and Heat Energy Generation ....................... 3,575 3,239 4,237
Wind Power ... 2,156 2,243 2,369
Small to Medium Hydropower and Other Clean Energy Generation . . .. .. 8926) 3,529 3,438
Notes:

(1) These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,
which was divested in January 2011.

(2) Consolidated gross power generation represents the aggregate gross power generation of our project companies that we
fully consolidate in our financial statements for a specified period.

(3) Consolidated net power generation represents the aggregate net power generation of our project companies that we fully
consolidate in our financial statements for a specified period, which is the amount of electricity we sold to local grid
companies which contributes to our revenue and equals to gross power generation less (i) auxiliary electricity usage and
(i) transmission loss. Income attributable to the sales of electricity generated during the construction and testing period is
not included in the revenue of electricity sales, but is offset against the cost of property, plant and equipment.

(4) Average utilization hours represents the consolidated gross power generation in a specified period divided by the average
consolidated installed capacity in the same period.

(5) The low average utilization hours in 2008 for our small to medium hydropower and other clean energy generation
businesses was caused by the Sichuan earthquake, which has caused significant damage to the power grid system in
Sichuan province, where our hydropower plant was located. As a result, our hydropower plant suffered significant limitations
on grid connection in 2008 as the local grid could not be connected to the regional master grid.

Our revenue was RMB2,256.7 million, RMB4,785.5 million and RMB3,642.8 million for
the years ended December 31, 2008, 2009 and 2010, respectively, representing a CAGR of
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27.05%. Our Adjusted Revenue was RMB1,809.8 million, RMB2,844.1 million and
RMB4,063.3 million for the years ended December 31, 2008 and 2009 and 2010,
respectively, representing a CAGR of 49.83%. Please see the section headed “Financial
Information—Basis of Presentation” on how Adjusted Revenue is calculated. Our profit
attributable to the equity owners of our Company was RMB45.0 million, RMB179.6 million and
RMB488.9 million for the years ended December 31, 2008, 2009 and 2010, respectively,
representing a CAGR of 229.61%.

The following table sets forth certain selected financial information relating to our
business for the years ended December 31, 2008, 2009 and 2010:

Key Financial Data For the year ended December 31,
- 2008 2009 2010
Segment revenue (RMB’000)("
Gas-fired Power and Heat Energy Generation ............. 1,163,718 1,893,108 2,553,763
Wind Power . . ... e 115,305 367,800 1,032,494
Small to Medium Hydropower and Other Clean Energy
Generation . ... 59,495 148,864 56,561
Total reportable segmentrevenue ........................ 1,338,518 2,409,772 3,642,818
Service concession constructionrevenue .................... 918,135 2,375,681 —
Revenue (RMB’000) ........... ... ..ot 2,256,653 4,785,453 3,642,818
Adjusted Revenue (RMB’000)@ . .......................... 1,809,845 2,844,062 4,063,305
Reportable segment profit / (loss) (RMB’000) ............... 239,780 469,653 971,401
Gas-fired Power and Heat Energy Generation ............. 186,108 286,542 466,490
Wind Power . ... . 32,340 184,289 556,838
Small to Medium Hydropower and Other Clean Energy
Generation . ... ... 21,332 (1,178)  (51,927)
Adjusted Segment Operating Profit / (Loss) (RMB’000)® . . ... 208,865 323,697 782,844
Gas-fired Power and Heat Energy Generation ............. 185,104 190,430 324,008
Wind Power . ... . 8,336 144,984 521,543
Small to Medium Hydropower and Other Clean Energy
Generation . ... ... 15,425 (11,717)  (62,707)
Adjusted Segment Operating Profit / (Loss) Margin (%)@ .... 11.5 11.4 19.3
Gas-fired Power and Heat Energy Generation . ............ 11.3 8.2 10.9
Wind Power . ... . 7.2 38.6 49.9
Small to Medium Hydropower and Other Clean Energy
Generation . ... ... 25.9 (7.9) (110.9)
Notes:

(1) This is derived from note 46 to the Accountants’ Report in Appendix I.

(2) Adjusted Revenue, Adjusted Segment Operating Profit and Adjusted Segment Operating Profit Margin are not standard
measures under IFRSs. Please see “Financial Information” regarding how these financial measures are calculated and other
details, including a reconciliation to / from the relevant IFRSs financial line-item.

In addition, as at the Latest Practicable Date, we owned a 20% equity interest in
Beijing Jingneng International, which contributed nil, nil and 14.53% to our profit for the years
ended December 31, 2008, 2009 and 2010. Beijing Jingneng International is mainly engaged
in the investment and operation of coal-fired power plants. As at December 31, 2010, the total
installed capacity of Beijing Jingneng International was 13,675.00 MW, and the installed
capacity attributable to us from Beijing Jingneng International was 914.09 MW. In 2010,
Beijing Jingneng International divested its Zhangshan Power Plant which was not profitable,
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and in 2011 it commenced commercial operation of its Daihai Power Plant Phase Il with a
total installed capacity of 1,200.00 MW and gradually commenced operation of its Ningdong
Power Plant with two units and a total installed capacity of 1,320.00 MW. As a result, the
installed capacity attributable to us from Beijing Jingneng International is expected to reach
1,229.43 MW and 1,229.43 MW by the end of 2011 and 2012, respectively.

Government Grants and Subsidies

We rely in part on government grants and subsidies to fund our gas and wind power
operations. Our historical profitability was impacted by the government grants and subsidies,
without which we would have incurred losses or our profitability would have been substantially
reduced during the Track Record Period. For the years ended December 31, 2008, 2009 and
2010, we received RMB471.3 million, RMB434.3 million and RMB420.5 million, respectively,
in government grants and subsidies related to clean energy production. The following table
provides a breakdown of our government grants and subsidies related to clean energy
production.

For the year ended
December 31,

2008 2009 2010
(RMB million)
Gas-fired
Taiyanggong Power Plant ........ ... ... .. ... .. ... .. ... .... 181.2 280.3 299.6
Electricity price subsidy . ....... ... .. 181.2 280.3 2459
Natural gas price subsidy . ......... .. ... . . . — — 53.7
Jingfeng PowerPlant ........ ... .. ... .. .. i 290.1 146.5 109.1
Electricity price subsidy . ....... ... .. 290.1 146.5 84.2
Natural gas price subsidy . ......... .. ... . . . — — 24.9
Sub-total . ...... ... . 471.3  426.8 408.7
Wind
Lumingshan Guanting Wind Farm Phase | . .................... — 7.5 11.8
Total . ... . 471.3 434.3 420.5

Government grants and subsidies decreased slightly for the year ended 2010 to
RMB420.5 million as compared to RMB434.3 million for the year ended 2009. This decrease
primarily reflected lower electricity price subsidies as a result of an increase in on-grid tariffs
to RMBO0.528 per kWh in November 2009 as compared to RMBO0.472 per kWh previously,
partly offset by RMB78.6 million in new natural gas subsidies in 2010 as a result of an
increase in the price for natural gas in late 2009.

We believe that government grants and subsidies are recurring in nature. The purpose
of such grants and subsidies by the government is to (i) compensate clean energy producers
like us for the difference between the controlled price of on-grid tariffs and the reasonable
cost of the production of energy and (ii) provide clean energy public utilities like us with a
reasonable income and return (and not merely to compensate for losses). Such grants and
subsidies are expected to continue until the controlled price of on-grid tariffs reaches a level
which provides us with a reasonable income and return. Accordingly, there is generally an
inverse correlation between the amount of government grants and subsidies we receive and
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the on-grid tariffs for the sale of electricity. The government grants and subsidies that we
receive primarily relate to our clean energy production and were mainly provided by the
Beijing municipal government. Government grants and subsidies relating to electricity
generation are calculated by reference to the amount of on-grid electricity we generated
annually as confirmed by government authorities, and is paid to us three times a year as
prescribed by the Beijing Municipal Finance Bureau. Government grants and subsidies for
gas price increases are calculated by reference to the amount of gas consumption as well as
the actual gas price increase as confirmed by government authorities, and is paid to us three
times a year as prescribed by the Beijing Municipal Finance Bureau. Please also see the
section headed “Regulatory Overview—IIl. Regulatory Requirements Relating to Renewable
Energies”.

Our gas-fired power projects recognize electricity price subsidies along with the
generation of electricity throughout the year, but the amount of such grants and subsidies
recognized will be based on the lower of the amount approved by the government and the
actual amount of electricity generation approved. For the Taiyanggong Power Plant, the
electricity generation volume used as the calculation basis for electricity price subsidies was
1,065 GWh, 1,993 GWh and 3,222 GWh in 2008, 2009 and 2010, respectively. As for the
Jingfeng Power Plant, the electricity generation volume used as the calculation basis for
electricity price subsidies was 1,369 GWh each year between 2008 and 2010.

The feed-in tariff subsidy for our Lumingshan Guanting wind power project in Beijing
was stipulated in the approval document issued by the NDRC Beijing branch. The accounting
treatment for this subsidy is the same as that for the electricity price subsidies for our gas-
fired power plants. Except for the production of power in our ordinary course of business and
the amount to be received is approved by the relevant government authorities, our existing
power plants are not subject to any additional conditions in order to be eligible to receive
government grants and subsidies. Please also see “Regulatory Overview—IIl. Regulatory
Requirements Related to Renewable Energies—5. Designated-Purpose-Subsidy”.

However, the current government policy providing for favorable government grants and
subsidies may change in future, which may cause government grants and subsidies not to
recur or be sustainable. For details, please see “Risk Factors—Risks Relating to Our Overall
Business—Any subsidy currently or previously available to our subsidiaries in the PRC could
be reduced or discontinued.”

COMPETITIVE STRENGTHS
We believe that our strong market position in the clean energy industry in China is a

result of our competitive strengths which are set out below:

e  Our diversified portfolio of clean energy projects rapidly enhances our growth and
future profitability

e Our gas-fired power and heat energy generation and wind power projects are
strategically located and these two segments have reached and will continue to
benefit from an optimized geographic coverage
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We are the largest gas-fired power provider in Beijing and are well positioned to
continue to develop gas-fired power and heat energy generation projects in order
to maintain our dominant leading position in Beijing

Our wind power business experienced fast growth during the Track Record
Period, and we have extensive experience and capabilities to effectively and
efficiently develop and operate our wind power business to help maximize our
profitability

We operate in the rapidly growing clean energy industry in the PRC and benefit
from favorable government policies promoting the development of a low-carbon
economy and use of clean energy

We have an experienced management team with strategic vision and strong
commitment supported by a professional workforce

BUSINESS STRATEGIES

We plan to implement the following business strategies to strengthen our market
position in the clean energy industry in the PRC and expand our businesses:

Increase the scale of our gas-fired power and heat energy generation business to
strengthen our dominant leading position of our gas-fired power business in
Beijing

Continue to expand our wind power operation in strategically selected locations
with abundant wind resources and attractive returns

Develop other renewable energy businesses to capture suitable value creation
opportunities

Continue to enhance the operational and managerial efficiency of each business
segment to improve our profitability

Diversify financing sources and reduce financing costs

RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDER

BEIH is our controlling shareholder and will, immediately upon completion of the Global
Offering, remain as our controlling shareholder, and will beneficially own, directly and through
BIEE, approximately 57.57% of our Shares (assuming no exercise of the Over-allotment
Option). BEIH, a wholly-owned subsidiary of BSAMAC, is a large state-owned investment
enterprise and is principally engaged in the investment in energy, real estate, infrastructure,
high-tech and financial sectors in the PRC.

We are BEIH’s primary platform for the ultimate consolidation of BEIH’s clean energy
businesses. However, BEIH will directly or indirectly retain several clean energy assets.
Please see the section headed “Relationship with Our Controlling Shareholder” for details.
Currently, the clean energy assets retained by BEIH include (i) developing projects;
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(i) operating projects which do not share any common customers with the Group; and
(iii) operating projects which share common customers with the Group but do not compete
with the Group because the Group’s hydropower plants enjoy mandatory power off-take. Most
of the coal-fired power plants retained by BEIH are located outside Beijing and do not share
common customers with our gas-fired power plants. In addition, the annual net power
generation for each of our gas-fired power plants was determined by the NDRC Beijing
Branch with reference to the total installed capacity of that plant as approved by the NDRC
Beijing Branch prior to the construction and therefore sufficient demand is ensured after the
gas-fired power plants commenced operation. Thus, currently we face little competition from
BEIH. However, the potential competition may intensify in the event that the Company fails or
chooses not to exercise the options and rights under the Non-Competition Agreement. Please
see the section headed “Risk Factors—Risks Relating to Our Overall Business—Potential
competition from BEIH may adversely affect the Group’s business” for details.

RISK FACTORS

There are certain risks involved in our operations. These risks can be categorized into
(i) risks relating to our gas-fired power and heat energy generation business; (ii) risks relating
to our wind power business; (iii) risks relating to our overall business; (iv) risks relating to the
PRC; and (v) risks relating to the Global Offering. A detailed discussion of the risk factors is
set forth in the section headed “Risk Factors”. The following is a list of the risk factors:

Risks Relating to Our Gas-Fired Power and Heat Energy Generation Business

® Increases in natural gas costs may materially and adversely affect our operating
results if we are unable to pass on such increases to our customers in a timely
manner

® Our natural gas is currently provided by only one supplier and our operations may
be materially and adversely affected by shortages or interruptions in the supply of
qualified natural gas in Beijing

e Our gas-fired power and heat energy generation business is concentrated in
Beijing

e |f government policies or the gas-fired power on-grid tariff pricing mechanism
change in the future, resulting in a reduction or discontinuance of the government
grants and subsidies we receive for our gas-fired power business or there occurs
any unfavorable change to the current tax refund policy for our heat energy supply
business, our results of operations could be materially and adversely affected

Risks Relating to Our Wind Power Business
® The commercial viability and profitability of our wind power business depend on
PRC government policies that support renewable energy

® The commercial viability and profitability of our wind farms depend on wind and
weather conditions as well as our ability to assess such conditions when selecting
new wind farm sites
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We rely on local grid companies for grid connection and electricity transmission
and dispatch

Our electricity generation, financial condition and results of operations depend on
the operating performance of our wind turbines

Price fluctuations of wind turbines could adversely affect our results of operations
Our wind power business relies on the sufficient supply of qualified wind turbines

Any reduction in the on-grid tariffs of our wind farms could materially and
adversely affect our results of operations

If we are unable to obtain rights to develop wind power projects at locations
suitable for the development of wind farms, the expansion plan for our wind power
business could be materially and adversely affected

The wind farms that we operate under service concession arrangements are for a
period of 25 years and may not be renewed upon expiry

We may need to purchase and install additional equipment to comply with grid
safety and stability requirements

The basis and underlying assumptions we adopt to classify our wind power
projects are internally developed, and have not been audited or verified by any
third party

Nearby objects may interfere with the operation of our wind farms

Risks Relating to Our Overall Business

Any subsidy currently or previously available to our subsidiaries in the PRC could
be reduced or discontinued

We rely heavily on a limited number of local grid companies and one heat energy
distributor

We may not be able to execute our business strategy successfully or manage our
growth effectively

Sales of CERs depend on the CDM arrangements under the Kyoto Protocol, and
any change of or expiration of these arrangements could limit our income from the
sales of CERs and VERs

We operate in a capital-intensive business, and our business, financial condition
and results of operations are subject to the availability of external financing as well
as fluctuations in the costs of external financing
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We may be unable to complete the construction of our projects within our
estimated budget and time frame, which could materially and adversely affect our
business, financial condition, results of operations and prospects

We recorded net current liabilities during the Track Record Period

We rely on external parties for the construction of our power plants and external
equipment suppliers and our in-house technical team to maintain our key
equipment

Our current hydropower plant and future hydropower and solar power plants are or
will be dependent upon natural conditions

Future acquisitions may be expensive or unsuccessful
We depend on our senior management team and key employees

We do not possess title certificates in respect of some of the properties we own,
and some of the landlords lack relevant title certificates for properties leased to us,
which may materially and adversely affect our right to use such properties

The regulatory framework in the PRC for clean energy projects is relatively new
and evolving

Regulatory changes and the uncertainties associated with the reform of the PRC
power industry may adversely affect our business and results of operations

Potential competition from BEIH may adversely affect the Group’s business

We will continue to be controlled by BEIH, whose interests may differ from yours
or those of our other shareholders

We face competition from companies utilizing other clean energy as well as
companies utilizing conventional energy sources

Our assets and operations are subject to hazards customary to the electricity
generation industry, and we may not have adequate insurance to cover all these
hazards

We are subject to stringent environmental laws and regulations. Failure to comply
with these laws and regulations could materially and adversely affect our
business, results of operations and financial condition

We may incur additional costs or capital investments should the PRC government
adopt stricter or additional environmental laws or requirements

We must comply with laws and regulations in the PRC relating to the
development, construction and operation of power plants
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We may experience a shortage of labor or labor dispute or an increase in labor
costs which would materially and adversely affect our business and results of
operations

Our special distribution is not an indication of our future dividend policy

Risks Relating to the PRC

Changes in the political and economic policies of the PRC government may
materially and adversely affect our business, results of operations and business
development plan

An adverse change in the PRC’s economic conditions may adversely affect us
and the future growth of our business and operations

The legal system of the PRC is still evolving, and inherent uncertainties may affect
the protection afforded to our business and our shareholders

Fluctuations in exchange rates and government control of currency conversion
may adversely affect our business and results of operations

Our business and results of operations may, directly or indirectly, be materially
and adversely affected by natural disasters, social disruptions or the occurrence of
epidemics in China

It may be difficult to effect service of process upon, or to enforce judgments
obtained outside the PRC against us, our Directors or our senior management
members who reside in the PRC

Foreign individual holders of our H Shares may become subject to PRC income
tax and there are uncertainties as to the PRC tax obligations of foreign enterprises

that are holders of our H Shares

Payment of dividends is subject to restrictions under PRC laws

Risks Relating to the Global Offering

There has been no prior public market for our H Shares; the liquidity and market
price of our H Shares may be volatile

Investors will experience an immediate dilution to their attributable net tangible
book value as the Offer Price of our Shares is higher than our net tangible book
value per Share

Future sales, or market perception of sales, of substantial amounts of our
H Shares or other securities relating to our H Shares in the public market could
materially and adversely affect the prevailing market price of our H Shares
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® Forward-looking statements contained in this prospectus are subject to risks and
uncertainties

e Certain facts and statistics in this prospectus relating to the PRC, the Chinese
economy and the PRC power industry derived from official government
background publications may not be reliable

® We strongly caution you not to place any reliance on any information contained in
press articles or other media regarding us and the Global Offering

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary consolidated financial information of our Group.
We have derived the consolidated financial information for the years ended December 31,
2008, 2009 and 2010 from our audited consolidated financial information set forth in the
Accountants’ Report in Appendix | to this prospectus. The summary consolidated financial
information should be read together with, and is qualified in its entirety by reference to, the
consolidated financial statements in this prospectus, including the related notes.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,
2008 2009 2010

(RMB in (RMB in (RMB in
millions) (%*) millions) (%*) millions) (%*)

Revenue . ...... .. 2,256.7 100.0 4,785.5 100.0 3,642.8 100.0
Otherincome . ... ... i 502.2 223 580.2 121 609.0 16.7
Gas CoNSUMPLION .. ..ottt (1,008.5) (44.7) (1,458.6) (30.5) (1,970.5) (54.1)
Service concession construction costs . ............. ... .. (918.1) (40.7) (2,375.7) (49.6) — —
Depreciation and amortization . ........................... (253.6) (11.2) (496.5) (10.4) (758.1) (20.8)
Personnel costs ...... ... .. (72.1) (8.2) (119.4) (2.5) (184.3) (5.1)
Repairs and maintenance .............. .. .. . ... (76.0) (3.4) (98.7) (2.1) (104.5) (2.9)
Other eXpenses . . ... v (196.8) (8.7) (335.9) (7.0) (253.2) (7.0)
Othergainsand l0SSeS . ... ..o 10.3 05 (3.6) (0.1) 278 0.8
Profit from operations . .......... .. .. .. 2441 10.8 477.3 10.0 1,009.0 27.7
Interestincome ....... ... ... . .. .. 21.9 1.0 180 04 127 03
Financial costs ....... ... .. (214.3) (9.5) (299.2) (6.3) (500.2) (13.7)
Share of results of associates ................. ... .. ... ... 99 04 156 0.3 55.2 1.5
Share of results of jointly controlled entities . ................ 76 03 5.1 0.1 04 0.0
Profit before taxation .......... ... ... ... ... .. ... 69.2 3.1 2168 45 5771 15.8
Income taX EXPENSE . ..o vt (20.0) (0.9) (17.8) (0.4) (56.3) (1.5)
Profitfortheyear ........ ... .. . . . i 492 22 199.0 42 5208 143
Other comprehensive income
Share of other comprehensive income of a jointly controlled
entities ... ... (2.4) (0.1) 22 00 — —
Other comprehensive income fortheyear .................. (2.4) (0.1) 22 00 — —
Total comprehensiveincome . ............ .. ... . .. 46.8 21 201.2 4.2 520.8 14.3
Profit for the year attributable to:
Equity owners of the Company ....................... 449 20 1796 3.8 488.9 134
Non-controllinginterests ............................. 43 02 194 04 31.9 0.9
492 22 199.0 42 5208 143
Total comprehensive income for the year attributable to:
Non-controllinginterests . .. ....... ... ... ... . ... .. 43 02 194 04 319 09
Equity owners of the Company ....................... 425 19 181.8 3.8 4889 134

*

Represents a percentage of each item to our total revenue
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Year ended December 31,
2008 2009 2010

(RMBin (RMBin (RMB in
millions)  millions) millions)

Non current assets

Property, plantand equipment . ... .. ... 8,162.6 11,104.1 11,812.7
Intangible assets . ... .. 1,757.6 3,996.0 3,806.3
GoOdWIll .. 12.6 — —

Prepaid lease payments . .. ... .. 21.6 441 58.7
Investment in @associates ............ . e 186.9 1,291.0 1,120.4
Loans to @ssoCiates . ... ... i e 84.9 110.6 110.0
Investments in jointly controlled entities . ......... .. ... .. .. . oL 155.3 106.9 200.7
Loans to jointly controlled entities . ......... .. .. ... .. . 56.8 47.0 —

Deferred tax assets . ... oottt 4.9 30.7 82.7
Loanreceivables .. ... .. 56.0 — —

Available-for-sale financial assets ............ ... i 692.6 88.0 98.0
Value-added tax recoverable .......... ... ... .. . . . — 535.6 562.5
Restricted bank deposits ... 87.1 2.2 —

Deposit paid for acquisition of property, plant and equipment . ................ — — 474.3

11,2789 17,356.2 18,326.3

Current assets

INVENTONIES . . o 85.8 35.0 35.1
Trade and bill receivables . . .......... ... 301.7 849.8 1,157.4
Other receivables, deposits and prepayments .............. ... 126.5 85.4 105.7
Amounts due from related parties ........... .. . 14.8 100.5 16.2
Loans to jointly controlled entities . ......... .. ... .. — — 40.6
Prepaid lease payments . ... ... 0.7 1.0 1.3
Value-added tax recoverable ........... ... . ... .. 2.6 178.8 2455
Held-to-maturity financial asset ......... .. ... .. .. 20.0 — —
Restricted bank deposits ... 0.1 14.0 —
Cashandcashequivalents ........ ... ... i 569.5 758.9 558.8
1,121.7 2,018.4 2,160.6
Assets classifiedas heldforsale ......... .. .. i — — 282.4

1,121.7 2,018.4  2,443.0

Current liabilities

Trade and other payables . .. ... . 1,317.3 1,563.4 1,644.4
Amounts due torelated parties . ........... i 246.3 97.6 157.6
Bank and other borrowings-due withinoneyear ........................... 2,718.2 3,599.1 2,731.3
Income tax payable .. ... ... 2.0 9.3 43.5
Deferred income-current portion . .......... ... 19.9 27.9 90.6
4,303.7 5,297.3 4,667.4
Liabilities associated with assets classified as held forsale .................. — — 176.1
4,303.7 5,297.3 4,8435
Net current liabilities .......... ... ... ... ... .. . (3,182.0) (8,278.9) (2,400.5)
Total assets less current liabilities ............... .. ... .. ... .......... 8,096.9 14,077.3 15,925.8
Non-current liabilities
Bank and other borrowings-due afteroneyear ................ .. ... ... .... 3,794.7 8,461.1 8,883.4
Deferred tax liabilities . ...... ... .. . — — 4.2
Deferred iNCOmMe . . ... . e, 47.4 50.7 44.7
Other non-current liabilities . ........ ... . i 99.7 — —
3,941.8 8,511.8 8,932.3
NET ASSETS ... . e e e e 4,155.1 5,565.5 6,993.5
Capital and reserves
Registered capital/Share capital ......... ... .. . . 500.0 1,006.4  5,000.0
RESEIVES . . 3,214.7 4,270.1 1,684.2
Equity attributable to equity holders of the Company .................... 3,714.7 5276.5 6,684.2
Non-controlling interests . ... . i 440.4 289.0 309.3
Total equity . ..... ... . 4,155.1 5,565.5 6,993.5
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DIVIDEND POLICY

We may declare and pay dividends by way of cash or shares. Our Board of Directors
has the discretion to declare dividends, subject to shareholder approval. The amount of any
dividends to be declared or paid in the future will depend on, among other things, our results
of operations, cash flows and financial condition, operating and capital requirements, the
amount of distributable profits based on our Articles of Association, the laws of the PRC, other
applicable laws and regulations and other relevant factors. In particular, under applicable
PRC laws and our Articles of Association, we can only distribute dividends out of our after-tax
profit after the following allocations have been made: (i) recovery of accumulated losses, if
any; (ii) mandatory allocations to the statutory common reserve fund equivalent to 10% of our
after-tax profit, as determined under PRC GAAP, unless the common reserve fund reaches
50% of our registered capital or above; and (iii) allocations, if any, to a discretionary common
reserve fund, that is approved by our shareholders’ in a shareholders meeting.

Going forward, we expect to distribute no less than 20% of our annual distributable
earnings as dividends. However, we cannot assure you that we will be able to declare or
distribute dividends in any amount each year or in any year. In addition to the aforementioned
limitations, the declaration and payment of dividends may be limited by legal restrictions or
financing agreements that we may enter into in the future. Please also see “Risk Factors—
Risks Relating to the PRC—Foreign individual holders of our H Shares may become subject
to PRC income tax and there are uncertainties as to the PRC tax obligations of foreign
enterprises that are holders of our H Shares” for details regarding potential PRC tax
implications.

SPECIAL DISTRIBUTION

We agreed to declare a special distribution to BEIH, BIEE, BSAMAC, BDHG,
Shenghui, BEETI and Barclays in an amount equal to our Group’s net profit attributable to
equity owner of the Company derived from the period from April 30, 2010, the date on which
our assets were valued for establishment as a joint stock limited company, to June 30, 2011,
the end of the quarter immediately prior to the Listing (the “Special Distribution”). The actual
amount of the Special Distribution will be determined based on a special audit of the
consolidated financial statements of the Group for the period from April 30, 2010 to the end of
the quarter immediately prior to the Listing. The Company will make an announcement on the
outcome of the special audit and the amount of Special Distribution before actual payment. As
advised by our PRC legal advisor, the declaration of the Special Distribution is subject to the
Company having sufficient distributable reserves in accordance with PRC law, and as a
result, the Company will need to make arrangements for the distribution of dividends from its
subsidiaries to the Company prior to declaring and paying the Special Distribution.

Assuming the Listing Date is on July 8, 2011, we estimate that the Special Distribution
will not exceed RMB500 million, by reference to our Group’s expected unaudited net profit
attributable to equity owner of the Company from April 30, 2010 to June 30, 2011.

Although the Special Distribution will only be paid after the Listing, our Directors
consider the Company’s cash resources are sufficient to cover the full payment of the Special
Distribution.
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Our Directors further confirm that the payment of the Special Distribution will not
adversely affect our financial position, having regard to our operating cash flow and the
expected timing of such payment.

Investors in the Global Offering should note that they will not be entitled to share in the
Special Distribution.

The declaration of the Special Distribution is made by us as a commercial decision.
The amount of the Special Distribution is not indicative of our Company’s future profits or the
dividends that we may declare or pay in the future.

DISTRIBUTABLE RESERVES

The aggregate amount of distributable reserves of the companies of our Group as at
December 31, 2010 was RMB351.2 million. The distributable reserves of our Group as at
December 31, 2010 do not take into account the Special Distribution or additional earnings
from January 1, 2011 to June 30, 2011.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of
approximately HK$3,774.5 million (assuming an Offer Price of HK$1.86 per Offer Share,
being the mid-point of the estimated Offer Price range), before any exercise of the Over-
allotment Option and after deducting the underwriting fees and commissions and estimated
expenses payable by us in relation to the Global Offering.

Assuming we receive the estimated net proceeds as described above, we intend to
use the net proceeds for the following purposes:

® approximately 50% of net proceeds to us (approximately HK$1,887.2 million,
assuming an Offer Price of HK$1.86 per Offer Share, being the mid-point of the
estimated Offer Price range) will be used for investing in the construction of wind
power and gas-fired power projects, among which (i) approximately 43% will
mostly be used within 2011 for the construction of gas-fired projects in the PRC;
(i) approximately 27% will mostly be used within 2011 for the construction of wind
power projects in the PRC; (iii) approximately 19% will mostly be used within 2012
for the construction of gas-fired projects in the PRC; and (iv) approximately 11%
will mostly be used within 2012 for the construction of wind power projects in the
PRC; and

® approximately 20% of net proceeds to us (approximately HK$754.9 million,
assuming an Offer Price of HK$1.86 per Offer Share, being the mid-point of the
estimated Offer Price range) will be used for purchasing key equipment and parts
and technological consultancy for maintenance as well as equipment improvement
for existing projects;
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® approximately 20% of net proceeds to us (approximately HK$754.9 million,
assuming an Offer Price of HK$1.86 per Offer Share, being the mid-point of the
estimated Offer Price range) will be used to repay certain amounts of the following
bank loans (as detailed below); and

Interest

Rate as at
the Latest
Maturity  Principal Practicable
Name of Bank Date Amount Balance Date Loan Purpose

(RMB in (RMB in
million) million)
Shanghai Pudong Development Bank ..

12/21/2018 160 — 5.53% Construction
of power
projects

Agricultural Bank of China ............ 9/9/2011 200 — 5.76%  Construction
of power
projects

Bank of Beijjing ............ ... .. ... 11/7/2013 490 — 5.60% Construction
of power
projects

Shanghai Pudong Development Bank . .

4/8/2019 280 — 5.76% Construction
of power
projects

1,130

® approximately 10% of net proceeds to us (approximately HK$377.4 million,
assuming an Offer Price of HK$1.86 per Offer Share, being the mid-point of the
estimated Offer Price range) will be used for working capital.

To the extent our net proceeds are either more or less than expected, for instance, in
the event that the Offer Price is set at the high end of the estimated Offer Price range or the
Over-allotment Option is exercised or the Offer Price is set at the low end of the estimated
Offer Price range, we will adjust our allocation of the net proceeds for the above purposes on
a pro rata basis.

The possible use of proceeds outlined above may change in light of our evolving
business needs and conditions and management requirements. In the event of any material
modification to the use of proceeds as described above, we will issue an announcement and
make disclosure in our annual report for the relevant year as required by the Stock Exchange.
To the extent that the net proceeds of the Global Offering are not immediately used for the
purposes described above, they will be placed in short term demand deposits and/or money
market instruments.

UNAUDITED PRO FORMA FORECASTED EARNINGS PER SHARE FOR THE YEAR
ENDING DECEMBER 31, 2011

Forecasted consolidated profit attributable to equity holders of

our Company() .. ... not less than RMB901.9 million
(approximately HK$1,081.8 million)®)
Unaudited pro forma forecasted earnings per Share® ... .... not less than RMB12.63 cents

(approximately HK$15.15 cents)®
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Notes:

(1) We describe the bases on which we prepared the above profit forecast in Appendix Il to this prospectus.

(2) The calculation of the unaudited pro forma forecasted earnings per Share for the year ending December 31, 2011 is based
on the above forecasted consolidated profit attributable to our equity holders for the year ending December 31, 2011,
assuming that a total of 7,142,840,000 Shares were in issue during the year ending December 31, 2011, without taking into
account any H Shares issued upon exercise of the Over-allotment Option.

(8) The forecasted consolidated profit attributable to equity holders of our Company and unaudited pro forma forecasted
earnings per Share for the year ending December 31, 2011 are converted at the PBOC Rate from Renminbi into Hong Kong
dollars at an exchange rate of RMB0.83373 to HK$1.00 prevailing on June 3, 2011.

Profit Forecast Sensitivity Analysis

Our profit forecast is most sensitive to future changes in the on-grid tariffs we receive
for our gas-fired power, wind power and hydropower businesses. Accordingly, the following
table provides a sensitivity analysis to our profit forecast, taking into account potential
changes to our on-grid tariffs in our gas-fired power, wind power and hydropower businesses
collectively while assuming other factors are kept constant.

Changes in net
profit after tax in 2011

On-grid tariff change (RMB ’000)
FD o 167,680
B e (167,680)
F10 0 e 335,360
10% e (335,360)

The following table provides a sensitivity analysis to our profit forecast taking into
account potential changes in our natural gas purchase price while assuming other factors are
kept constant.

Changes in net
profit after tax in 2011

Gas price change (RMB ’000)
5l (75,159)
Do i e e e 75,159
F10% .« (150,318)
SA0 o e e e e 150,318

The sensitivity analyses above takes into account changes to the on-grid tariffs we
receive and the price of natural gas for our gas-fired power and heat energy generation
segment. However, historically, we have received electricity price subsidies and natural gas
price subsidies for our gas-fired power segment and heat energy generation. The amount of
electricity price subsidies we receive in this segment is calculated by reference to, among
other things, the actual on-grid tariff, and the amount of natural gas price subsidies we receive
is calculated by reference to, among other things, the price of natural gas. As a result of the
calculation formula for these subsidies, we do not expect changes to the on-grid tariffs we
receive for our gas-fired power and heat energy generation segment will significantly impact
our profitability as we expect electricity price subsidies will increase or decrease accordingly
to offset the impact of changes to the on-grid tariffs. Similarly, we do not expect changes to
natural gas prices will have a significant impact on our profitability because we expect the
impact of changes to natural gas prices will be offset by changes to natural gas price
subsidies we receive. For further details, please refer to the section headed “Financial
Information—Significant Factors Affecting Our Results of Operations and Financial
Condition—Government grants and subsidies”.
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OFFERING STATISTICS
Based on an Offer Based on an Offer
Price of HK$1.63 Price of HK$2.08
Market capitalization of our Shares™ ................. HK$11,642.8 million HK$14,857.1 million
Pro forma adjusted estimated price/earnings multiple@ .. 10.8 times 13.7 times
Unaudited pro forma adjusted net tangible asset value
per Share® . ... .. . ... RMBO0.79 (HK$0.95) RMB0.90 (HK$1.08)
Notes:

(1) The calculation of market capitalization is based on 2,729,774,000 H Shares and a total of 7,142,840,000 Shares expected
to be in issue immediately following completion of the Global Offering, assuming the Over-allotment Option is not exercised.

(2) The calculation of the pro forma adjusted estimated price/earnings multiple is based on the unaudited pro forma adjusted
forecast earnings per Share for the year ending December 31, 2011 at the respective Offer Prices of HK$1.63 and HK$2.08.

(3) The unaudited pro forma adjusted net tangible asset value per Share is calculated after making the adjustments referred to
in the section “Unaudited Pro Forma Financial Information” in Appendix Il, on the basis of a total of 7,142,840,000 Shares
expected to be in issue and taking into account the indicative Offer Prices of HK$1.63 and HK$2.08 per Offer Share.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions
shall have the following meanings.

“Application Form(s)” WHITE application form(s), YELLOW application
form(s) and GREEN applications form(s) or, where
the context so requires, any of them

“Articles of Association” or “Articles”  the articles of association of the Company adopted on
November 16, 2010, which shall take effect on the
Listing Date, and as amended from time to time, a
summary of which is set out in Appendix VIII

“associate(s)” has the meaning ascribed thereto under the Listing
Rules

“Audit Committee” the audit committee of the Board

“Balinyou Wind Power” WS E DA R EEARTIELR  (Inner  Mongolia

Jingneng Balinyou Wind Power Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

“Barclays” Barclays Bank PLC, a public limited company
registered in England and Wales. The whole of the
issued ordinary share capital of Barclays Bank PLC is
beneficially owned by Barclays PLC, which is the
ultimate holding company of Barclays Bank PLC and
its subsidiary undertakings

“Barclays Capital” Barclays Capital Asia Limited, a wholly-owned Hong
Kong subsidiary of Barclays Bank PLC

“Bayin Wind Power” WS R & EA A A (Inner Mongolia Jingneng
Bayin Wind Power Co., Ltd.*), a company
incorporated in the PRC and a wholly owned
subsidiary of the Company

“BDHG” Jemiis LA REMELF  (Beijing District  Heating
(Group) Co., Ltd.*), a state-owned company
incorporated in the PRC, which holds a 19.97% equity
interest in Jinggiao Power with the remaining 80.03%
equity interest of Jinggiao Power being held by the
Company. BDHG is a Shareholder and a connected
person of the Company

“BEETI” Beijing Enterprises Energy Technology Investment
Co. Limited (JLZfEEPHIEARAF), a company
incorporated in Hong Kong and a Shareholder
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DEFINITIONS

“BEIH”

“BEIH Finance”

“Beijing”

“Beijing Electric Power Industry
Association”

“Beijing Electricity Power”

“Beijing Energy Investment”

“Beijing Gas Group”

“Beijing Huafu Energy”

“Beijing Jingneng International”

el E SR ARAH (Beijing Energy Investment
Holding Co., Ltd.*), a limited liability company
incorporated in the PRC and the controlling
shareholder of the Company

AR B A R~ 7 (BEIH Finance Co., Ltd.*), a limited
liability company incorporated in the PRC and a
connected person of our Group, with 2% of its equity
interest being held by the Company and 98% of its
equity interest being held by BEIH

the Municipality of Beijing (=) and the capital city
of the PRC

L E 17, a non-profit association founded in
August 2000, and is supervised by the Beijing
Municipal Commission of Development and Reform. It
has 241 members, including power generation
companies, power project construction companies,
power electric manufacturing companies and major
power consumer companies in Beijing, which join the
association on a voluntary basis. Its main function is
assisting the government in strengthening the power
industry management and securing the power supply
safety, acting as the bridge between Beijing municipal
government, power companies, and power consumer
companies. It is the only municipal-level power
industry authority in Beijing

i1~ F (Beijing  Electricity Power Company
Limited*), a company incorporated in the PRC and an
Independent Third Party

JemiiiagRAcE AR (Beiing Energy  Investment
Company*), the predecessor of Beijing Jingneng
Technology

JeatiiR LA R L LR (Beijing Gas Group Co.,
Ltd.*), a company incorporated in the PRC and an
Independent Third Party

e el ARAR  (Beiing  Huafu  Energy
Consultancy Co., Ltd.*), formerly known as
JenEE RS EARAR  (Beiing  Huafu  Energy
Investment Co., Ltd.*) which changed to its present
name on April 29, 2010, a company incorporated in
the PRC and a wholly owned subsidiary of the
Company

AEHT R RE R R RE IR L AT BR 22 W) (Beijing Jingneng
International Power Co., Ltd.*), a coal-fired power

32



DEFINITIONS

“Beijing Jingneng Technology”

“Beijing Olympic Games”

“Beijing Petrochemical”

“BI E E”

“Board of Directors” or “Board”
“Board of Supervisors”
“BOCIH

“BSAMAC”

“Business Day” or “business day”

“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

company and a subsidiary of BEIH, thus a connected
person of the Company

JeattRERER B E AR (Beijing Jingneng Energy
Technology Investment Co., Ltd.*), a company
incorporated in the PRC and the predecessor of the
Company

Games of the XXIX Olympiad that took place in
Beijing, PRC in August 2008

Jemtiii A T S B A R A 7 (Beijing Petrochemicall
Products Development and Supply Co., Ltd*), a
company incorporated in the PRC with 50% of its
equity interest being held by a wholly-owned
subsidiary of BEIH

et B E R LA R AH (Beijing International
Electric Engineering Co., Ltd.*), a company
incorporated in the PRC and a Shareholder which is a
wholly-owned subsidiary of BEIH

our board of Directors
our board of Supervisors
BOCI Asia Limited

Ao B A A SR8 B L

Management and
Shareholder

(Beijing State  Assets
Administration  Center*), a

day on which banks in Hong Kong are generally open
for normal banking business to the public and which is
not a Saturday, Sunday or public holiday in Hong
Kong

compound annual growth rate

the Central Clearing and Settlement System
established and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a
custodian participant
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DEFINITIONS

“CCASS Investor Participant”

“CCASS Participant”

“Changtu Energy”

“Chayouzhong Energy”

“China” or “PRC”

“Company, we” or

“US”

our Company,

“Company Law”

“CSRC”

“Director(s)”

“Domestic Shares”

a person admitted to participate in CCASS as an
investor participant who may be an individual or joint
individuals or a corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

B EFREIEA R A A (Jingneng Changtu New Energy
Co., Ltd.*), a company incorporated in the PRC and a
wholly-owned subsidiary of the Company

WS AR A PR EEARIMELAF  (Inner  Mongolia
Jingneng Chayouzhong Energy Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

the People’s Republic of China, but for the purposes
of this prospectus and for geographical reference only
(unless otherwise indicated), excluding Taiwan,
Macau and Hong Kong

LR RETE R AE I 1 I A IR2A ] (Beijing Jingneng Clean
Energy Co., Limited*), a foreign-invested joint stock
limited company incorporated in the PRC on
August 25, 2010, and except where the context
indicates otherwise, include (i) all of its subsidiaries
and (ii) with respect to the period before the Company
became the holding company of its present
subsidiaries, the businesses operated by its present
subsidiaries or (as the case may be) their
predecessors

g NRILME A 7li% (Company Law of the PRC), as
amended and adopted by the Standing Committee of
National People’s Congress on October 27, 2005 and
became effective on January 1, 2006, as amended,
supplemented and otherwise modified from time to
time

hERE SRR
Commission)

(China Securities Regulatory

director(s) of our Company

ordinary Shares in our capital, with a nominal value of
RMB1.00 each, which are subscribed for and paid up
by domestic investors in RMB
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DEFINITIONS

“Electric Power Law”

“euros” or “EUR”

“Feed-in tariffs”

“Gaoantun Power”

“GDP”

“GD Power Development”

“Global Offering”

“Goldman Sachs”

“GREEN application form(s)”

“Group”

“Guodian Tangyuan”

g NRILREE 1% (Electric Power Law of the PRC),
adopted by the Standing Committee of the Eighth
National People’s Congress on December 28, 1995,
and effective as of April 1, 1996, as amended by the
Standing Committee of the Eleventh National
People’s Congress on August 27, 2009

the lawful currency of the member states of the
European Union

a policy mechanism to pay a premium price to eligible
power generators for any electricity they generate
using methods encouraged by the government

D Ry

R L AR MEARIEMEAT  (Beiing  Jingneng
Gaoantun Gas-fired Power Co., Ltd.*), a company
incorporated in the PRC and a wholly owned
subsidiary of the Company

gross domestic product (all references to GDP growth
rates are to real as opposed to nominal rates of GDP
growth)

W R R AR F (GD Power Development Co.,
Ltd.*), a company listed on the Shanghai Stock
Exchange and a subsidiary of China Guodian
Corporation which is a state-owned company. GD
Power Development is a connected person of our
Group

the Hong Kong Public Offering and the International
Offering

Goldman Sachs (Asia) L.L.C.

the application form(s) to be completed by the White
Form elPO Service Provider, Computershare Hong
Kong Investor Services Limited

the Company and its subsidiaries

S LY R B A IR T (Guodian Tangyuan Biomass
Power Co., Ltd.*), a company incorporated in the PRC
with 40% of its equity interest being held by BEIH and
the remaining 60% being held by
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DEFINITIONS

“H Shares”

“Hanjiang Hydro”

“HK GAAP”

“HKSCC”

“HKSCC Nominees”

“HK$” or “Hong Kong dollars” or “HK
dollars” or “cents”

“Hohhot Pumped-Storage
HydroPower”

“Hong Kong” or “HK”

“Hong Kong Companies Ordinance”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

B E R IR AR AR (Guodian  Technology &
Environment Group Corporation Limited*) which is
owned as to 51% by China Guodian Corporation, a
state-owned company, and as to 49% by GD Power
Development

ordinary shares of our Company, with a nominal value
of RMB1.00 each, to be traded in Hong Kong dollars
and listed on the Stock Exchange

EIKEREAREEAF (Hanjiang Hydro Development
Co., Ltd.*), a company incorporated in the PRC with
16% of its equity interest being held by BEIH and the
remaining 84% being owned by Independent Third
Parties

Hong Kong Financial Reporting Standards and other
generally accepted accounting principles in
Hong Kong

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges
and Clearing Limited

HKSCC Nominees Limited

Hong Kong dollars and cents respectively, the lawful
currency for the time being of Hong Kong

WSl RIS Rk & REEE A FRAE AR (Inner Mongolia
Hohhot Pumped-storage HydroPower Co., Ltd.*), a
company incorporated in the PRC with 4.54% of its
equity interest being held by New Energy

the Hong Kong Special Administrative Region of the
PRC

the Companies Ordinance (Chapter 32 of the laws of
Hong Kong) as amended, supplemented or otherwise
modified from time to time

the H Shares offered by us for subscription pursuant
to the Hong Kong Public Offering

the offering by the Company of initially 235,716,000
H Shares for subscription by the public in Hong Kong
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DEFINITIONS

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting Agreement”

“Huayuan Heating”

“Huayuan Huizhong”

“Huayuan Shengshi”

“Huolinguole Power”

“HydroChina Corporation”

(subject to adjustment as described in the section
headed “Structure of the Global Offering”) for cash at
the Offer Price on the terms and conditions described
in this prospectus and the Application Forms

The Stock Exchange of Hong Kong Limited

the underwriters of the Hong Kong Public Offering
listed in the section headed “Underwriting—
Hong Kong Underwriters”

the underwriting agreement dated June 23, 2011
relating to the Hong Kong Public Offering and entered
into by, among others, the Joint Bookrunners, the
Hong Kong Underwriters and us as further described
in the section headed “Underwriting—Underwriting
Arrangements and Expenses—Hong Kong Public
Offering”

JEREEFERAEHEAR AR (Beiing Huayuan Heating
Pipeline Co., Ltd.*), a company incorporated in the
PRC with 50% of its equity interest being held by our
Company

R B RRAPHA R A7 (Beijing Huayuan Huizhong
Environmental Protection Technology Co., Ltd.*), a
company incorporated in the PRC with 50% of its
equity interest being held by the Company

JEg by i #E PR 4 A R 7] (Langfang Huayuan Shengshi
Heating Co., Ltd.*), a company incorporated in the
PRC with 65% of its equity interest being held by
Huayuan Heating

WS U REEME A B B A RETELR (Inner  Mongolia
Jingneng Huolinguole Wind Power Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

HEKE TR F &2 7, the entity in China responsible
for setting forth the technical standards and
procedures for the construction of hydropower and
wind power projects in China, and responsible for
setting the standards of wind farm planning, survey,
design and operation management. Since the end of
2006, it has established over 130 national and
industrial standards for the development and
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DEFINITIONS

“HydroChina Report”

“IFRSs”

“Independent Third Party(ies)”

“Inner Mongolia”

“International Offering”

“International Offer Shares”

construction of hydropower and wind power projects
in China.

(20094F h B Bl & g s R At et ) (China Wind  Power
Construction Achievements Statistical Report 2009%)
and <0104 B EE E R st at ) (China Wind
Power Construction Achievements Statistical Report
2010%), as the case may be, issued in March 2010 by
HydroChina Corporation and in March 2011 by
B X A5 S B L (National Wind Power Information
Management Center*) and  /KEKFMKHEE B
(Hydropower and Water Resources Planning and
Design General Institute™), respectively.
TR B KRR B st A B (Hydropower and Water
Resources Planning and Design General Institute®) is
a public sector organization under HydroChina
Corporation

the International Financial Reporting Standards, which
include standards and interpretations promulgated by
the International Accounting Standards Board (IASB),
and the International Accounting Standards (IAS) and
interpretation issued by the International Accounting
Standards Committee (IASC)

any individual(s) or a company(ies) who or which is/
are not connected (within the meaning of the Listing
Rules) with any Directors, supervisors, chief executive
or substantial shareholder (within the meaning of the
Listing Rules) of our Company, its subsidiaries or any
of their respective associates

HE RS AiRlE (Inner Mongolia Autonomous Region
of the PRC)

the conditional placing of the International Offer
Shares by the International Underwriters with
professional and institutional investors for cash at the
Offer Price, as further described in the section headed
“Structure of the Global Offering”, and in the United
States to QIBs in reliance on Rule 144A and outside
the United States in reliance on Regulation S as
further described in the section headed “Structure of
the Global Offering”

the H Shares offered pursuant to the International
Offering
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DEFINITIONS

“International Underwriters”

“International Underwriting
Agreement”

“Jingfeng Power”

“Jingfeng Power Plant”

“Jingfeng Thermal Power”

“Jingke Power”

“Jinggiao Power”

“Jinggiao Power Plant”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

the group of international underwriters expected to
enter into the International Underwriting Agreement to
underwrite the International Offering

the underwriting agreement expected to be entered
into on or before June 30, 2011 by, among others, the
Joint Bookrunners, the International Underwriters and
us in respect of the International Offering, as further
described in the section headed “Underwriting—
Underwriting Arrangements and Expenses—The
International Offering”

R SR EEAREE AR (Beijing Jingfeng Natural
Gas-fired Power Co., Ltd.*), a company incorporated
in the PRC and a wholly owned subsidiary of the
Company

Beijing Jingfeng Gas-fired Power Plant, the gas-fired
cogeneration plant managed and operated by
Jingfeng Power

R EHEAREEAR (Beiing Jingfeng  Thermal
Power Co., Ltd.*), a wholly owned subsidiary of BEIH
and thus a connected person of the Company

WE G RRHEEEARAF (Inner Mongolia Jingke Power
Co., Ltd.*), a company incorporated in the PRC and
an indirect non-wholly owned subsidiary of BEIH

R FEHEARTEIEAR (Beijing Jinggiao Thermal
Power Co., Ltd.*), a company incorporated in the PRC
with 80.03% of its equity interest being held by our
Company and the remaining 19.97% being held by
BDHG

Beijing Jinggiao Gas-fired Power Plant, the gas-fired
heat energy generation plant managed and operated
by Jinggiao Power, as well as its second phase
development project which is a gas-fired cogeneration
plant

Goldman Sachs, UBS, BOCI, Barclays Capital and
Macquarie for the Hong Kong Public Offering; or
Goldman Sachs, UBS, BOCI, Barclays and Macquarie
for the International Offering

Goldman Sachs, UBS, BOCI and Barclays Capital

Goldman Sachs, UBS, BOCI, Barclays Capital and
Macquarie for the Hong Kong Public Offering; or
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DEFINITIONS

“Joint Sponsors”

“Keyouzhong Energy”

“Latest Practicable Date”

“Lingwu Wind Power”

“Listing”

“Listing Date”

“Listing Rules”

“Macau”
“Macquarie”
“Main Board”

“Mandatory Provisions”

“MEP”

Goldman Sachs, UBS, BOCI, Barclays and Macquarie
for the International Offering

Goldman Sachs, UBS and BOCI

WS R RERHA PR SR A IRFEAF (Inner  Mongolia
Jingneng Keyouzhong Wind Power Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

June 13, 2011, being the latest practicable date for
the inclusion of certain information in this prospectus
prior to its publication

F R e g IR EA R A (Ningxia Jingneng Lingwu Wind
Power Co., Ltd.*), a company incorporated in the PRC
and a wholly owned subsidiary of the Company

listing of our H Shares on the Stock Exchange

the date, expected to be on or about July 8, 2011, on
which our H Shares are listed and from which
dealings therein are permitted to take place on the
Stock Exchange

the Rules Governing the Listing of Securities on the
Stock Exchange

the Macau Special Administrative Region of the PRC
Macquarie Capital Securities Limited
the Main Board of the Stock Exchange

B5Ah B Rl ERR L REK (the Mandatory Provisions for
Articles of Association of Companies to be Listed
Overseas), for inclusion in the articles of association
of companies incorporated in the PRC to be listed
overseas, promulgated by the former BIF b2 H &
(State Council Securities Committee) and other PRC
government departments on August 27, 1994, as
amended, supplemented or otherwise modified from
time to time

g N RIERER SR8 (Ministry  of  Environmental
Protection of the PRC, formerly known as State
Environmental Protection Administration
(B RER IR R, SEPA”))
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DEFINITIONS

“M LR”

“MOF”
‘MOFCOM”

“NDRC”

“‘New EIT Law”

“New Energy”

“Ningxia”

“Ningxia New Energy”

“Non-Competition Agreement”

“Non-PRC Resident Enterprise”

“North China Grid”

“NSSF”

“Offer Price”

e N RIEAEE &R (Ministry  of Land  and
Resources of the PRC)

g N RIERE P ECES (Ministry of Finance of the PRC)
o NS 5 6 (Ministry of Commerce of the PRC)

SiEINEE S E e PR dn B E e =R o (National
Development and Reform Commission of the PRC)

g N RIERIE A 26T 7385 (The Enterprise Income Tax
Law of the PRC) adopted by the Tenth National
People’s Congress on March 16, 2007, and became
effective January 1, 2008

LRI A R~ A (Beijing Jingneng New Energy
Co., Ltd.*), a company incorporated in the PRC and a
wholly-owned subsidiary of the Company

HE L ok {6 1 (Ningxia Hui Autonomous Region of
the PRC)

HE AR AR A (Ningxia Jingneng New Energy
Co., Ltd.*), a company incorporated in the PRC and a
wholly owned subsidiary of the Company

the non-competition agreement dated June 13, 2011
entered into between BEIH and us

as defined under the New EIT Law, means companies
established pursuant to a non-PRC law with their
place of de facto management outside the PRC, but
which have established organizations or premises in
the PRC, or which have generated income within the
PRC without having established organizations or
premises in the PRC

#FLEM AR (North China Grid Company Limited™)

Pt g RS E  (National Council for Social
Security Fund of the PRC?)

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee of 1%, SFC transaction
levy of 0.003% and Stock Exchange trading fee of
0.005%), at which Hong Kong Offer Shares are to be
subscribed, to be determined in the manner further
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DEFINITIONS

“Offer Share(s)”

“Offshore wind power project”

“Onshore wind power project”

“Over-allotment Option”

“PBOC”

“People’s Congress”

“PRC GAAP”

“PRC government” or “State”

“Price Determination Agreement”

“Price Determination Date”

“Promoters”

described in the section headed “Structure of the
Global Offering—Pricing of the Global Offering”

the Hong Kong Offer Shares and the International
Offer Shares, collectively, and where relevant,
together with any additional H Shares to be issued
pursuant to the exercise of the Over-allotment Option

the wind power project constructed in bodies of sea
water off the coast

the wind power project constructed on the land

the option granted by us to the International
Underwriters, exercisable by Goldman Sachs on
behalf of the International Underwriters pursuant to
the International Underwriting Agreement

HE A 8T (People’s Bank of China)

the PRC’s legislative apparatus, including the National
People’s Congress and all the local people’s
congresses (including provincial, municipal and other
regional or local people’s congresses) as the context
may require, or any of them

generally accepted accounting principles in the PRC

the government of the PRC, including all governmental
subdivisions (including provincial, municipal and other
regional or local government entities)

the agreement to be entered into by the Joint
Bookrunners (on behalf of the Underwriters) and us
on the Price Determination Date to record and fix the
Offer Price

the date, expected to be on or about June 30, 2011
(Hong Kong time) on which the Offer Price is to be
determined, or such later time as the Joint
Bookrunners (on behalf of the Underwriters) and us
may agree, but in any event no later than July 6, 2011

the promoters of the Company, namely BEIH, BIEE,
BSAMAC, BDHG, Shenghui, BEETI and Barclays
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DEFINITIONS

“prospectus”

“Provincial DRC”

“QIBs”

“Qigan Power”

“Quanzhou Liupu”

“Regulation S”

“Renewable Energy Law”

“Renminbi” or “BRMB”

“Reorganization”

“Reorganization Agreement”

“‘Rule 144A”

“SAFE”

“Sale Shares”

this prospectus being issued in connection with the
Hong Kong Public Offering

provincial development and reform commission of the
PRC

qualified institutional buyers within the meaning of
Rule 144A

WS R RETE ) 2B AR A (Inner Mongolia Jingneng
Qigan Wind Power Co., Ltd.*), a company
incorporated in the PRC and a wholly-owned
subsidiary of the Company

EINEKEA R A (Quanzhou Liupu Hydropower Co.
Ltd.*), a company incorporated in the PRC with 40%
of its equity interest being held by the Company

Regulation S under the Securities Act

e N RSB AT f BEVREE  (“Renewable Energy Law of
the PRC”), adopted by the Standing Committee of the
Tenth National People’s Congress on February 28,
2005, and became effective as of January 1, 2006;
and as amended by the Standing Committee of the
Eleventh National People’s  Congress  on
December 26, 2009, with such amendment taking
effect since April 1, 2010

the lawful currency of the PRC

the reorganization arrangements undergone by our
Group in preparation for the Listing as described in
the section headed “Our History, Reorganization and
Corporate Structure—Reorganization”

the agreement dated June 13, 2010 entered into
between BEIH and Beijing Jingneng Technology
relating to our Reorganization

Rule 144A under the Securities Act

MZSMNEE R (State  Administration of  Foreign
Exchange of the PRC)

the 214,284,000 H Shares to be converted from an
equal number of Domestic Shares with a nominal
value of RMB1.00 each held by the Selling
Shareholders to be offered for sale by the Selling
Shareholders as part of the Global Offering at the
Offer Price, subject to any adjustments as mentioned
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DEFINITIONS

“Sanlian Power”

“SASAC”

“SAT”

“SAWS”

“Securities Act”

)

“Securities and Futures Ordinance’
or “SFQO”

“Selling Shareholders”

“SERC”

“SETC”

“S FC”

“Shandong Jingneng Energy”

in the section headed “Structure of the Global
Offering—The Selling Shareholders” and, where
relevant, any additional H Shares which may be sold
pursuant to the exercise of the H Share Over-
Allotment Option, and references to “Sale Shares”
shall include, where the context requires, the
Domestic Shares from which the Sale Shares are
converted

KSR =Tk B EARREAR (Heishui County Sanlian
HydroPower Development Co., Ltd.*), a company
incorporated in the PRC and a wholly-owned
subsidiary of the Company

BB A GRS ERE RS (State-owned  Assets
Supervision and Administration Commission of the
State Council)

M XBE AR (State Administration of Taxation of the
PRC)

Bz et BB AR (State Administration of Work
Safety)

the U.S. Securities Act of 1933, as amended, and the
rules and regulations promulgated under it

the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) as amended, supplemented
or otherwise modified from time to time

collectively, BEIH, BIEE, BDHG and BSAMAC, only to
the extent and in the context of the Sale Shares,
holding the Sale Shares as registered holders on
behalf of the NSSF, as further described in “Structure
of the Global Offering—The Selling Shareholders”

MEEIEEZAE  (State  Electricity  Regulatory
Commission of the PRC)

i NRICAE M R A H 5 Z He  (State Economic and
Trade Commission of the PRC), a former ministry of
the PRC government which was dissolved in 2003

the Securities and Futures Commission of Hong Kong

A s REAE W) B 5% AT BR A ) (Shandong Jingneng
Biomass Power Co., Ltd.*), a company incorporated
in the PRC with 60% of its equity interest being held
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DEFINITIONS

“Shangdu Power”

“Shaanxi-Beijing Gas Pipeline Project”

“Shareholder(s)”

“Shares”

“Shenghui”

”»

“Special Regulations

“Stabilizing Manager”
“State Council”

“State Grid Corporation of China” or
“SGCC”

“Supervisor(s)”

“Taiyanggong Power”

“Taiyanggong Power Plant”

by BEIH and the remaining 40% being held by
B AR E BB AR AR (Guodian  Technology &
Environment Group Corporation Limited*) which is
owned as to 51% by China Guodian Corporation, a
state-owned company, and as to 49% by GD Power
Development

WS R A E B EARIEAR  (Inner  Mongolia
Jingneng Shangdu Wind Power Co., Ltd."), a
company incorporated in the PRC and a wholly-
owned subsidiary of the Company

Beat#t, a natural gas pipeline project in China which
runs from Shaanxi province to Beijing and Tianjin

holder(s) of our Shares

shares in the share capital of the Company, with a
nominal value of RMB1.00 each

JeETHERH R A R FAE AW (Beijing Shenghui Science
and Technology Development Co., Ltd.*), a company
incorporated in the PRC and a Shareholder

IR 5 o TR P A7 R W) 5 A D B JB 0y B b T F) R

(Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint
Stock Limited Companies), promulgated by the State
Council on August 4, 1994, as amended,
supplemented or otherwise modified from time to time

Goldman Sachs or one of its affiliates
g N IR BB e (State Council of the PRC)

B % &4~ F (State Grid Corporation of China*)

one (or all) of our supervisors

R E RS E A IR~ F (Beijing Taiyanggong Gas-
fired Power Company*), a company incorporated in
the PRC with its 74% equity interest being held by our
Company and the remaining 26% being held by GD
Power Development

the gas-fired cogeneration plant managed and
operated by Taiyanggong Power
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DEFINITIONS

“Takeovers Code”

“Tengchong HydroPower”

“Tian Yin Di Re”

“Track Record Period”

“UBS”

“Underwriters”

“Underwriting Agreements”

“‘UNFCCC”

“United States” or “U.S.”

“U.S. dollars” or “US$”

“VAT”

“Wengong Wula Wind Power”

“West-East Gas Pipeline Project”

“West Inner Mongolia”

“White Form elPO”

“White Form elPO Service Provider”

the Hong Kong Code on Takeovers and Mergers

i PR AR K LK BB AR W) (Tengchong  County
Hou Qiao Yong Xing River HydroPower Development
Co., Ltd.*), a company incorporated in the PRC and a
wholly-owned subsidiary of the Company

et RS S A R FAE AR (Beijing Tian Yin Di Re
Development Co., Ltd.*), a company incorporated in
the PRC with 42.86% of its equity interest being held
by our Company

the three years ended December 31, 2008, 2009 and
2010

UBS AG, Hong Kong Branch

the International Underwriters and the Hong Kong
Underwriters

the International Underwriting Agreement and the
Hong Kong Underwriting Agreement

United Nations Framework Convention on Climate
Change

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

United States dollars, the lawful currency for the time
being of the United States

value-added tax

WS RS RE I EEARAF  (Inner  Mongolia
Jingneng Wengong Wula Wind Power Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

VIR 4 T2, a natural gas pipeline project in China
which runs from #riExESEATAGE  (Xinjiang Uygur
Autonomous Region) to Shanghai

the west part of Inner Mongolia where the power grid
is under the coverage of WEHES (M) ARIILAF
(Inner Mongolia Power (Group) Co., Ltd.*)

the application for Hong Kong Offer Shares to be
issued in the applicant’'s own name by submitting
applications online through the designated website of
White Form elPO at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited
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“Wulan Wind Power”

“Wulanyiligeng Power”

“WWEAH

“Xilinguole Power”

“Xinjiang”

“Xinjiang Goldwind”

“Xinyuan Heating”

“Yingjiang Huafu”

“cyou

WS RS ME I EEARA R (Inner Mongolia Jingneng
Wulan Wind Power Co., Ltd.*), a company
incorporated in the PRC and a wholly owned
subsidiary of the Company

WS RRES M R A R EAE AR (Inner Mongolia
Jingneng Wulanyiligeng Wind Power Co., Ltd.*), a
company incorporated in the PRC and a wholly
owned subsidiary of the Company

World Wind Energy Association (www.wwindea.org),
a non-profit organization which works for a world
energy system fully based on various renewable
energy technologies, with wind energy as one
cornerstone. It acts as a communication platform for
all wind energy actors worldwide, and advises
national governments and international organizations
on favorable policies for wind energy implementation.

SRR By AR B R A ) B A R AE A (Xilinguole
Jixianghuaya Wind Power Co., Ltd.*), a company
incorporated in the PRC and a wholly owned
subsidiary of the Company

R s MES Bk FiRlE (Xinjiang  Uygur  Autonomous
Region of the PRC)

e E A A RAF (Xinjiang Goldwind Science &
Technology Co., Ltd.*), an Independent Third Party

=WHRMEER AR (Sanhe  Xinyuan Heating Co.,
Ltd.*), a company incorporated in the PRC with 30%
of its equity interest being held by Huayuan Heating

HILHEEREREARAR (Yingjiang Huafu HydroPower
Development Co., Ltd.*), a company incorporated in
the PRC and a wholly owned subsidiary of the
Company

per cent.

The terms “associate”, “connected person”, “connected transaction”, “controlling

3 1

shareholder”, “subsidiary” and “substantial shareholder” shall have the meanings given to
such terms in the Listing Rules, unless otherwise defined above or where the context

otherwise requires.

*

denotes English translation of the name of a Chinese company, entity or publication, or

vice versa, and is provided for identification purpose only.
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these terms.

This glossary of technical terms contains explanations of certain technical terms
used in this prospectus in connection with our Group and our business. As such, these
terms and their meanings may not correspond to standard industry meanings or usage of

“approved capacity”

“attributable installed capacity” or
“attributable capacity under
construction”

“attributable installed heat energy
generation capacity” or “attributable
heat energy generation capacity
under construction”

the capacity of our projects approved by NDRC or the
relevant provincial DRC based on the estimated
capacity to be reached after construction work of the
projects is completed and the projects become fully
operational

the aggregate installed capacity or capacity under
construction (as the case may be) of our project
companies or individual projects under one project
company in which we have an interest in proportion to
the level of our ownership in each of those
companies. It is calculated by multiplying our
percentage ownership in each project company in
which we have an interest, whether or not such
interest is a controlling interest, by its total installed
capacity or total capacity under construction (as the
case may be). Both attributable installed capacity and
attributable capacity under construction include the
capacity of both our subsidiaries and associated
companies but only to the extent of our equity
ownership

the aggregate installed heat energy generation
capacity or heat energy generation capacity under
construction (as the case may be) of our project
companies or individual projects under one project
company in which we have an interest in proportion to
the level of our ownership in each of those
companies. It is calculated by multiplying our
percentage ownership in each project company in
which we have an interest, whether or not such
interest is a controlling interest, by its total installed
heat energy generation capacity or total heat energy
generation capacity under construction (as the case
may be). Both attributable installed heat energy
generation capacity and attributable heat energy
generation capacity under construction include the
capacity of both our subsidiaries and associated
companies but only to the extent of our equity
ownership
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“auxiliary electricity”

“availability factor”

“average consolidated installed
capacity”

“average consolidated installed heat

energy generation capacity”

“average utilization hours”

“biomass”

“capacity under construction”

“CDM”

“CDM EB”

“CERS’

electricity consumed by a power plant in the course of
generation and transmission

(Available Hours/Total Hours) x 100%. Available
Hours means the hours when the wind turbine or the
power plant is considered as available to produce
power; Total Hours means the total hours during the
availability measurement period

the aggregate amount of consolidated installed
capacity by the end of each month in a specified
period (in MW) divided by the number of months in
the same period

the aggregate amount of consolidated installed heat
energy generation capacity by the end of each month
in a specified period (in MW) divided by the number of
months in the same period

the consolidated gross power generation in a
specified period (in MWh or GWh) divided by the
average consolidated installed capacity in the same
period (in MW or GW)

plant material, vegetation, or agricultural waste used
as a fuel or energy source

the capacity of our power plants where construction
work has commenced and where we have obtained
project approval from the NDRC or the relevant
provincial DRC but which have not commenced
commercial operation

the Clean Development Mechanism, an arrangement
under the Kyoto Protocol allowing industrialized
countries to invest in projects that reduce greenhouse
gas emissions in developing countries in order to earn
emission credits

the CDM Executive Board, which supervises the CDM
under the authority and guidance of the Conference of
the Parties to the United Nation Framework
Convention on Climate Change

certified emission reductions, which are carbon credits
issued by CDM EB for emission reductions achieved
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“clean energy”

“coal heat value”

“cogeneration” or “cogen”

“‘combined cycle”

“commercial operation date” or
“CODH

“connected capacity”

“consolidated gross power
generation” or “consolidated net
power generation”

by CDM projects and verified by a DOE under the
Kyoto Protocol

energy, that when generated, causes little or no harm
to the environment, including, among others, wind,
natural gas and hydropower energy generated using
fuel efficient technologies that reduce pollutants

the amount of potential energy in coal that can be
converted into heat energy

the use of a heat engine or a power plant to
simultaneously generate both electricity and heat

a gas turbine generator generates electricity and the
heat is used to make steam to generate additional
electricity via a steam turbine, thereby increasing the
efficiency of electricity generation

the date a power plant commences commercial
operations; usually determined following the end of
construction and acceptance test to confirm plant
actual  generating capacity and  operating
characteristics; and upon the issuance of certificates/
consent by regulators

the capacity of those wind turbines or power
generators that have been completely assembled and
erected and which have been connected to the power
grid or the construction of the auxiliary power
transmission project within its power plant or wind
farm has been completed and ready to be connected;
connected capacity is used to provide an
understanding of both China’s wind farm construction
and the status of development of its corresponding
power grid constructions, in light of the currently
noteworthy grid congestion problems throughout
China. Compared to connected capacity, installed
capacity is used to measure the capacity of the
Company’s power generating projects, and is the
basis of the Company’s measurement of its
operational data

the aggregate gross power generation or net power
generation (as the case may be) of our project
companies that we fully consolidate in our
consolidated financial statements for a specified
period
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“consolidated installed capacity,”
“consolidated capacity under
construction”, “consolidated
connected capacity” or
“consolidated estimated

capacity”

“consolidated installed heat energy
generation capacity” or
“consolidated heat energy
generation capacity under
construction”

“desulphurization”

“dispatch”

“dispatch priority”

“DO E”

the aggregate installed capacity, capacity under
construction, connected capacity or estimated
capacity (as the case may be) of our project
companies that we fully consolidate in our
consolidated financial statements only. It is calculated
by including 100% of the installed capacity, capacity
under construction, connected capacity or estimated
capacity of our project companies that we fully
consolidate in our consolidated financial statements
and are deemed as our subsidiaries. Consolidated
installed capacity, consolidated capacity under
construction, consolidated connected capacity and
consolidated estimated capacity do not include the
capacity of our associated companies

the aggregate installed heat energy generation
capacity or heat energy generation capacity under
construction (as the case may be) of our project
companies that we fully consolidate in our
consolidated financial statements only. It is calculated
by including 100% of the installed heat energy
generation capacity or heat energy generation
capacity under construction of our project companies
that we fully consolidate in our consolidated financial
statements and are deemed as our subsidiaries.
Consolidated installed heat energy generation
capacity and consolidated heat energy generation
capacity under construction do not include the
capacity of our associated companies

chemical process, to remove sulphur dioxide (SO.,)
during fuel combustion

the schedule of production for all the generating units
on a power system, generally varying at short notice
to match production with power requirements. As a
verb, to dispatch a plant means to direct the plant to
operate

the ranking or preference of one producer or source of
electricity generation capacity over other available
producers or sources of electricity generation capacity

designated operating entity accredited for monitoring
CDM projects under the Kyoto Protocol
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“electricity sale”

“estimated capacity”

“excess output”

g
“gangue”

“gross power generation”

“GW”
“GWh”

“heat energy generation capacity
under construction”

“HESA”

“installed capacity”

“installed heat energy generation
capacity”

“I PP”
“KCaI”

“kg”

the actual amount of electricity sold by a power plant
in a particular period of time, which equals gross
power generation less auxiliary electricity and
transmission loss

the capacity of those wind turbines or power
generators of our pipeline projects that we estimate

the amount by which the total output of a power plant
in a particular year exceeds its planned output for
such year

metric gram
waste substances in metallic ore

for a specified period, the total amount of electricity
produced by a power plant in that period, including
auxiliary electricity

unit of energy, gigawatt. 1 GW = 1,000 MW
unit of energy, gigawatt-hour. 1 GWh = 1,000 MWh

the capacity to generate heat energy of our gas-fired
cogeneration plants and heat energy generation plant
where the construction work has commenced and
where we have obtained project approval from the
NDRC or the relevant provincial DRC but which have
not commenced commercial operation

heat energy supply agreements

the capacity of those wind turbines or power
generators that have been completely assembled and
erected and which have been commissioned and
started commercial production of electricity

the capacity to generate heat energy of those gas-
steam combined cycle cogeneration systems
(including boiler) that have been completely
assembled and which have been commissioned and
started commercial production of heat energy

independent power producer
unit of energy, kilocalorie. 1 Kcal = 1,000 calorie

unit of weight, kilogram. 1 kg = 1,000 g
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‘KGJ”
w7
e\
AW

“kWhH

“Kyoto Protocol”

“MW”

“MWh”

“net power generation”

“net standard coal consumption rate

“net steam extraction”

“operating projects”

unit of energy, kilo gigajoule. 1 KGJ = 1012 joule
unit of energy, kilojoule. 1 KJ = 1,000 joule

unit of voltage, kilovolt. 1 kV = 1,000 volts

unit of energy, kilowatt. 1 kW = 1,000 watts

unit of energy, kilowatt-hour. The standard unit of
energy used in the electric power industry. One
kilowatt-hour is the amount of energy that would be
produced by a generator producing one thousand
watts for one hour

a protocol to the United Nations Framework
Convention on Climate Change and was adopted on
December 11, 1997

unit of energy, megawatt. 1 MW = 1,000 kW The
installed capacity of power plants is generally
expressed in MW

unit of energy, megawatt-hour. 1 MWh = 1,000 kWh

for a specified period, the total amount of electricity
delivered by a seller to the agreed delivery points in
that period, which equals to gross power generation
less (i) auxiliary electricity and (ii) transmission loss.
Income attributable to the sales of electricity
generated during the construction and testing period
is not included in the revenue of electricity sales, but
is offset against the cost of property, plant and
equipment

measured in grams/kWh and represents the weight of
standard coal consumed in a year or period divided by
net power generation in that year or period

the actual amount of steam sold by a plant in a
particular period of time, which equals total steam
output less losses incurred during the transmission
from the plant to the steam customer

projects that the construction work has been fully
completed, and all the generators or wind turbines
installed in the project have started commercial
production of electricity
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“peak shaving”

“pipeline projects”

“planned output”

“PPA”

“projects under construction’

“rated wind speed”

“renewable energy sources”

“Sq, m-” or “m2”
“standard coal”

“ton

as the electricity load in a power grid varies
frequently, the power plants within the grid coverage
are required to alter their generator output accordingly
to maintain the stability of the grid, which is known as
“peak shaving”

power projects that have been identified and reserved
for future development pursuant to the energy
investment and development agreements that (i) we
entered into with various levels of local government
under which we are authorized to develop wind farms
or power plants at specified sites with certain
estimated total capacity or (ii) third parties entered
into with various levels of local government under
which such third parties are authorized to develop
wind farms or power plants at specified sites with
certain estimated total capacity; such third parties
having undertaken to assign the development rights to
us. We classify our wind power pipeline projects into
“Tier 1,” “Tier 2” and “Tier 3”

the amount of power sold by a power plant in
accordance with annually determined target gross
power generation level in a particular year, which
equals total output less excess output and output
subject to competitive bidding

power purchase agreement

projects for which the construction work on the roads,
foundations or  electrical infrastructure  has
commenced, and the project company has received
the project approval from the NDRC or provincial DRC

the minimum wind speed below which a wind turbine
cannot achieve its maximum capacity under standard
circumstances

sustainable sources that are regenerative or, for all
practical purposes, cannot be depleted, such as wind,
water or sunlight

square meters

coal with an energy content of 7,000 Kcal/kg

metric ton
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“total installed capacity” or “total
capacity under construction”

“total installed heat energy
generation capacity” or “total heat
energy generation capacity under
construction”

“total technically exploitable capacity

“TWh”

“utilization hours”

“VE RS”

“wind power density”

ti)

the aggregate installed capacity or capacity under
construction (as the case may be) of our project
companies or individual projects under one project
company, which is calculated by including 100% of
the installed capacity or capacity under construction of
the project companies in which we have an interest,
regardless of the level of our ownership in each of
those companies. Both total installed capacity and
total capacity under construction include the capacity
of both our subsidiaries and associated companies

the aggregate installed heat energy generation
capacity or heat energy generation capacity under
construction (as the case may be) of our project
companies or individual projects under one project
company, which is calculated by including 100% of
the installed heat energy generation capacity or heat
energy generation capacity under construction of the
project companies in which we have an interest,
regardless of the level of our ownership in each of
those companies. Both total installed heat energy
generation capacity and total heat energy generation
capacity under construction include the capacity of
both our subsidiaries and associated companies

the amount of the gross theoretical capacity that can
be exploited within the limits of current technology

unit of energy, terawatt-hour. 1 TWh = 1 billion kWh

The gross electricity generation in a specified period
divided by the average installed capacity in the same
period. Utilization hours is a way of measuring the
volume of energy generated

Voluntary Emission Reductions that are carbon
credits which are not mandated by any law or
regulation, but originate from an organization’s desire
to take active part in climate change mitigation efforts

measured in watts per square meter (W/mz2) and is an
indication of how much energy is available at the site
for conversion by a wind turbine
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This prospectus contains certain statements that are, or may be deemed to be,
“forward-looking statements” which are by their nature, subject to significant risks and
uncertainties. All statements other than statements of historical facts contained in this
prospectus, including, without limitation, those regarding our future financial position, our
strategy, plans, objectives, goals, targets and future developments in the markets where we
participate or are seeking to participate, our capacity expansion plans including our pipeline
projects we are developing and plan to develop, and any statements preceded by, followed by
or that include the words “believe,” “expect,” “aim,” “intend,” “will,” “may,” “plan,” “consider,”
“anticipate,” “seek,” “should,” “would” or similar expressions or the negative thereof, are
forward-looking statements. These forward-looking statements involve known and unknown
risks, uncertainties and other factors, some of which are beyond our control, which may cause
our actual results, performance or achievements, or industry results, to be materially different
from any future results, performance or achievements expressed or implied by the forward-
looking statements. These forward-looking statements are based on numerous assumptions
regarding our present and future business strategies and the environment in which we will
operate in the future. Important factors that could cause our actual performance or
achievements to differ materially from those in the forward-looking statements include, among
others, the following:

® our business strategies;

e the competitive markets for our products and the actions and development of our
competitors;

® our ability to maintain and enhance our market position;

® our ability to successfully implement our business plan and strategies, including
obtaining any necessary governmental approvals;

® changes in government policies and regulations;
e financial condition and performance;
e future development, trends and conditions in the industry in which we operate;

® our operations and business prospects, including our production processes and
service systems;

® cost, fluctuations in the price and availability of fuel;
® regulations and restrictions, including tariffs and environmental regulations;
® our dividend policy;

® changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices;

® our expansion and capital expenditure plans;
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® certain statements in the sections headed “Business” and “Financial Information”
with respect to trends in prices, volumes, operations, margins, overall markets
trends and risk management;

® the regulatory environment as well as the general outlook of the PRC economy;
and

e other factors beyond our control.

Investors should specifically consider the factors identified in this prospectus, which
could cause actual results to differ, before making any investment decision. Subject to the
requirements of the Listing Rules and except as may be required by applicable law, we
undertake no obligation to revise any forward-looking statements that appear in this
prospectus to reflect any change in our expectations, or any events or circumstances, that
may occur or arise after the date of this prospectus. All forward-looking statements in this
prospectus are qualified by reference to the cautionary statements set forth in this section and
the risk and uncertainties discussed in the section headed “Risk Factors”.
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An investment in our H Shares involves risks. Before deciding to invest in
the Offer Shares, you should carefully consider all of the information in this
prospectus, including the following risk factors, in light of the circumstances and
your own investment objectives. The occurrence of any of the following events
could materially and adversely affect our business, financial condition or results of
operations, in which case the trading price of the Offer Shares could also decline,
and you could lose part or all of your investment. You should note that our
Company is a PRC company and is governed by a legal and regulatory
environment that may differ significantly from what prevails in other countries. For
more information concerning the PRC and certain related matters discussed
below, see “Regulatory Overview” and “Appendix VII—Summary of Principal PRC
and Hong Kong Legal and Regulatory Provisions”.

The risks described below are those that we believe are material, but these
may not be the only risks and uncertainties that we face. Additional risks we have
not identified or which we currently deem immaterial may nevertheless materially
and adversely affect our business, financial condition or results of operations, or
result in other events that could lead to a decline in the value of the Offer Shares.

RISKS RELATING TO OUR GAS-FIRED POWER AND HEAT ENERGY GENERATION
BUSINESS

Increases in natural gas costs may materially and adversely affect our operating
results if we are unable to pass on such increases to our customers in a timely
manner.

We use natural gas to fuel our gas-fired cogeneration plants. Therefore, our results of
operations depend substantially on our gas consumption costs, which represented
approximately 63.2%, 58.1% and 60.8% of our total Adjusted Operating Expenses for the
years ended December 31, 2008, 2009 and 2010, respectively. Please see the section
headed “Financial Information—Basis of Presentation—Supplemental measures for the
Group” for the definition of Adjusted Operating Expenses. The price of natural gas is
determined by the NDRC based on a number of factors, including but not limited to well-head
price, cost of transportation, general market conditions and applicable VAT and taxes. The
weighted average on-grid tariff (including VAT) applicable to our gas-fired cogeneration plants
increased from RMB0.4202 per kWh for the year ended December 31, 2008 to RMB0.4825
per kWh for the year ended December 31, 2009 and further to RMB0.5211 per kWh for the
year ended December 31, 2010, while the weighted average natural gas price applicable to
our gas-fired cogeneration plants (including VAT) increased from RMB1.82 per m3 for the
year ended December 31, 2008 to RMB1.87 per m3 for the year ended December 31, 2009
and further to RMB1.97 per m3 for the year ended December 31, 2010. If the PRC
government increases the price of natural gas without providing a corresponding increase in
subsidies, and/or without making corresponding adjustments to the on-grid tariffs for gas-fired
power plants so that we would be able to pass on the increase in the cost of natural gas to
our customers, our business, financial condition and results of operations may be materially
and adversely affected.
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Our natural gas is currently provided by only one supplier and our operations may be
materially and adversely affected by shortages or interruptions in the supply of
qualified natural gas in Beijing.

Our gas-fired power and heat plants rely exclusively on natural gas as a fuel source.
During the Track Record Period, we purchased all of the natural gas we used from Beijing
Gas Group, the major supplier of natural gas to Beijing and its surrounding area. The natural
gas we use is transported to Beijing mainly through the Shaanxi-Beijing Gas Pipeline. The
Shaanxi-Beijing Gas Pipeline was connected to the West-East Gas Pipeline in 2009, and this
has further improved the stability of the gas supply to Beijing by introducing other gas
sources. However, the supply of natural gas to Beijing may not be sufficient in the future.
Furthermore, we cannot assure you that the natural gas supplied by our supplier will meet the
quality standards specified in our natural gas supply agreements. If we are unable to obtain
sufficient supply of qualified natural gas to satisfy our production requirements, our financial
performance may be adversely affected. In addition, the Shaanxi-Beijing Gas Pipeline, which
transmits natural gas to our power plants, may experience construction delays or breakdowns
due to natural disasters, accidents, unforeseen engineering, environmental or geological
problems. Beijing Gas Group may also conduct unexpected repairs and maintenance and/or
major inspections on gas pipelines, which may interrupt our supply of qualified natural gas
and materially and adversely affect our business, financial condition and results of operations.

Our gas-fired power and heat energy generation business is concentrated in Beijing.

During the Track Record Period, all of our gas-fired power and heat energy generation
plants were located in Beijing and all of our revenue from our gas-fired power and heat
energy generation business was derived from sales in Beijing. As such, the operations of our
gas-fired power and heat energy generation business are subject to risks specific to the
Beijing municipal region, including, but not limited to, decreases in transmission capacity,
changes to on-grid tariffs for electricity or sales prices for heat energy, climate change and
change in overall governmental policies. The occurrence of any of these events could
materially and adversely affect our gas-fired power and heat energy generation business.

If government policies or the gas-fired power on-grid tariff pricing mechanism change
in the future, resulting in a reduction or discontinuance of the government grants and
subsidies we receive for our gas-fired power business or there occurs any unfavorable
change to the current tax refund policy for our heat energy supply business, our
results of operations could be materially and adversely affected.

The pricing mechanism for the on-grid tariff of gas-fired power is subject to change in
China. Our gas-fired power business is entitled to loss-based government subsidies pursuant
to the Notice of Temporary Measures on Management of Subsidy Funding to Beijing Urban
Public Use Enterprises (Bt EREE-t stk 2 F 4 3E 4 a6 6 & BB A7 ki@ ) and the Notice
on Improving the Management on Subsidy to Power Enterprises (<ItstmiiEs i s
ERERNMESEBER)) issued by the Finance Bureau of Beijing. Under the current
regulatory framework, the actual amount of subsidies relating to electricity generation that we
are entitled to is subject to annual review by the Finance Bureau of Beijing based on the
approved generation amount or actual generation amount (whichever is lower) in that year
and taking into consideration various factors including the on-grid tariffs for gas-fired power
plants; and the actual amount of subsidies relating to gas price increases is calculated by

59



RISK FACTORS

reference to the amount of gas consumption and the actual gas price increase as confirmed
by government authorities. The PRC Government provides relevant financial subsidies
through feed-in tariffs, which are higher than the temporary on-grid tariff for electricity
generated by gas-fired power plants. Please refer to the section headed “Regulatory
Overview—IIl. Regulatory Requirements Relating to Renewable Energies” for details of
subsidies that we received from the Beijing government. In addition, in accordance with
Circular of the Ministry of Finance and State Administration of Taxation on Continuously
Enforcing Preferential Policies on Value-Added Tax, Real Estate Tax and Urban Land Use
Tax for Heat-supply Enterprises (CHFECER - B ZBUH; 485 B R AR AT BEAA 2EIN(ERL - SR - I
SRR ECR 9 A)), our gas-fired power and heat plants enjoy VAT exemptions for
revenue generated from sales of heat energy to residential end users in Beijing. See the
section headed “Regulatory Overview—VIl. Taxation—2. Value Added Tax” for further details.
However, government grants and subsidies may not recur and may not be sustainable due to
changes in government policy. If the current favorable government policies and incentives
that we enjoy are reduced or eliminated due to any change in government policies or the
gas-fired power on-grid tariff pricing mechanism, our results of operations may be materially
and adversely affected. Please also see the section headed “Financial Information—
Significant factors affecting our results of operations and financial condition—Government
grants and subsidies” for details.

RISKS RELATING TO OUR WIND POWER BUSINESS

The commercial viability and profitability of our wind power business depend on PRC
government policies that support renewable energy.

The development and profitability of wind power projects in the PRC, including our
wind farms, significantly depend on favorable government policies and regulatory framework.
The PRC government has adopted policies and established a regulatory framework to
encourage the development of renewable energy power projects. For example, the
Renewable Energy Law and other regulations provide economic incentives to companies like
us that are engaged in the development of power generation projects utilizing renewable
sources. Such incentives include mandatory grid connection, purchase of 100% of electricity
generated from renewable sources, and various tax benefits.

For the years ended December 31, 2008, 2009 and 2010, we received government
grants and subsidies of nil, RMB7.5 million and RMB11.8 million, respectively, for our wind-
power business. The PRC government has publicly stated its intention to continue to
encourage the development of renewable energy power projects and, as of the Latest
Practicable Date, our Directors were not aware of any indication to the contrary. However, the
PRC government may in the future change or abolish the present incentives and favorable
policies that are currently available to us, which could materially and adversely affect our
business, financial condition, results of operations and growth prospects.

The commercial viability and profitability of our wind farms depend on wind and
weather conditions as well as our ability to assess such conditions when selecting
new wind farm sites.

Our wind power business generates revenue primarily from the sale of electricity from
our wind farms. The amount of electricity generated by, and the profitability of, our wind farms
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depend on weather conditions, particularly wind conditions, which vary across seasons and
locations. Wind turbines can only operate within certain wind speed ranges that vary by
turbine model and manufacturer. If the wind speed falls outside of the operational range,
electricity output from our wind farms could either decrease or cease altogether.

During the project development phase and before construction of any wind farm, we
conduct wind tests to evaluate the site’s potential electricity output, and we base our core
operational and investment decisions on the results of these tests. We cannot assure you that
the actual climatic conditions at any project site will conform to the assumptions that we made
during the project development and testing phase. As a result, we cannot guarantee that our
wind farms will be able to meet their anticipated electricity output. Historically, our revenue
has experienced seasonal fluctuations as our wind farms usually reach peak electricity output
from October to April, and lowest electricity output from July to August. If the seasonal
variations and fluctuations in wind conditions differ from our historical observations or our
assumptions, we could experience unexpected fluctuations in the electricity output of our wind
farms and consequently, fluctuations in our results of operations. For instance, the electricity
generated by our Changtu Taiyangshan Wind Farm was lower than targeted generation,
because the wind speed during its operational period was lower than the long-term average
wind speed as estimated in the feasibility study report. Similarly, extreme wind or weather
conditions, particularly those affecting Inner Mongolia, where a majority of our operating wind
farms are located, could lead to downtime of our wind turbines and therefore reduce our
operational efficiency and electricity generation, which could materially and adversely affect
our business, financial condition and results of operations. Please see “Appendix V—
Technical Report” for details.

We rely on local grid companies for grid connection and electricity transmission and
dispatch.

We rely on local grid companies to construct and maintain grid and related
infrastructure. For our wind power projects, prior to obtaining project approval from the NDRC
or its local counterparts, we need to obtain consent from the relevant local grid company to
connect our wind farms to its grid. According to the Renewable Energy Law and the relevant
implementation rules, grid companies are required to provide grid connection support to
renewable energy producers within their coverage. In practice, however, local grid companies
may consider a number of factors when granting consents, including the availability and
stability of the existing grids, progress of construction and upgrade of local grids and the cost
of grid connections. Many of these factors are beyond our control. We cannot assure you that
we will be able to obtain the necessary consents from local grid companies in a timely
manner, or at all. Failure or delays in obtaining such consents may prevent us from
developing our wind power projects as planned, which may materially and adversely affect
our business, financial condition and results of operations.

We also rely on local grid companies for electricity transmission and dispatch services.
Our revenue and profitability depend, to a large extent, upon the sale of electricity which is
subject to dispatch to power grids. The dispatch of electricity generated by our wind farms is
controlled by the dispatch centers of the relevant local grid companies pursuant to dispatch
agreements between local grid companies and us as well as applicable laws and regulations.
Pursuant to the Renewable Energy Law related regulations, grid companies in China are
required to purchase the full amount of on-grid electricity generated by wind power projects
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that meet the grid connection technical standards in the areas covered by their power grids.
Furthermore, wind power projects are entitled to the highest dispatch priority pursuant to the
Provisional Measures on the Dispatch of Energy Saving Power Generation
(CHTREEE A EHA(17))) enacted by the State Council in August 2007. Notwithstanding these
favorable laws and regulations, dispatch centers consider a variety of factors when
dispatching electricity, including, among others, local demand for electricity, interconnection
agreements between power grids and the actual conditions of the grid such as equipment
capacity and safety reserve margins. Moreover, the applicable laws and regulations require
wind power producers to co-operate with grid companies to ensure the safety of power grids.
As a result, the transmission and dispatch of the full output of our wind farms may be curtailed
as a result of various grid constraints, such as grid congestion, restrictions on the
transmission capacity of the grid and restrictions on electricity dispatch during certain periods.

In recent years, primarily due to the rapid growth of wind power installed capacity
outpacing the development of local grids, the local grid companies in northern China,
especially in West Inner Mongolia, have imposed restrictions on wind power generation
companies like us, especially during the winter season, to give priority to heat-electricity
cogeneration companies and to secure the voltage stability and safety of local grids. This
restriction was particularly severe in Inner Mongolia in the winter of 2009 to early 2010. As
electricity generated from our wind farms cannot be stored and must be transmitted or used
once generated, a number of our wind farms, especially in West Inner Mongolia, temporarily
shut down some of their wind turbines in 2009 and 2010. Grid curtailment affected the
performance of some of our wind farms in terms of potential power output loss. The PPAs we
entered into with local grid companies do not specifically provide for any compensation by
local grid companies for any financial loss caused by grid congestion or any failure to
purchase full amount of electricity generated by our wind farms. During the Track Record
Period, we did not receive any compensation from grid companies for the loss of actual power
generation due to grid congestion. Please see “Appendix V—Technical Report” for details.

Depending on the progress of construction and upgrades to the grid infrastructure in
West Inner Mongolia, we expect that some of our wind farms in the area will continue to
occasionally experience limited output due to grid congestion. Such limited output could
reduce the actual net power generation of our wind farms and thus may materially and
adversely affect our business, financial condition and results of operations.

Our electricity generation, financial condition and results of operations depend on the
operating performance of our wind turbines.

The profitability of our wind power business depends substantially on the operating
performance of our wind turbines. Non-performance or under-performance of a wind turbine
will negatively affect a wind farm’s results of operations and financial condition.

Our contracts with turbine suppliers typically provide for the production, transportation,
installation and commissioning of wind turbines and include performance warranties ranging
from two to four years. The standard performance warranties provide performance levels for
our wind turbines under which the suppliers shall indemnify us for losses based on (1) the
turbine purchase price, or (2) the loss in electricity sales, usually up to a percentage of the
total purchase price. Although our wind turbine supply agreements provide us with limited
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indemnities for defects and availability shortfalls, we cannot assure you that such indemnities
will be sufficient to cover our losses due to non-performance or under-performance of our
wind turbines. Furthermore, we cannot assure you that when we negotiate new turbine supply
agreements, we will be able to secure any warranty and other terms comparable to those in
our existing supply agreements. As a result, our project costs could increase due to shorter
warranty periods or more restrictive warranties, any of which could increase our operational
risks.

As at December 31, 2010, a majority of our wind turbines were within the warranty
periods provided by our wind turbine suppliers. We believe most of the defects and quality
problems of our wind turbines can be discovered and addressed by our wind turbine suppliers
within the warranty period. However, after the expiration of their warranties, we are no longer
entitled to free repair and parts replacement. As a result, our repair and maintenance cost
may increase once the warranties of our wind turbines expire.

Price fluctuations of wind turbines could adversely affect our results of operations.

During the Track Record Period, the cost of purchasing wind turbines represented
approximately 55-65% of the upfront construction cost for a wind power project. In line with
the development of the wind power industry in China, an increasing number of wind turbine
manufacturers have entered the Chinese market. In addition, prices of wind turbines have
declined in recent years due to what is believed to be an over-supply of wind turbines as a
result of rapid expansion of production capacity coupled with the global economic downturn.
However, prices of wind turbines may increase in the future. We are exposed to changes in
the market prices of wind turbines when we negotiate new supply agreements, and the price
trend of wind turbines directly affects on our results of operations by influencing our level of
capital expenditures and increasing depreciation expenses. See the section headed
“Financial Information—Significant Factors Affecting Our Results of Operations And Financial
Condition—Price of Wind Turbines” for further information. If the prices of wind turbines
increase significantly or if we are unable to manage our purchases of wind turbines at prices
commercially acceptable to us, our expansion plans could be adversely affected, the profit
margins of our wind power business may decrease and our results of operations would be
materially and adversely affected.

Our wind power business relies on the sufficient supply of qualified wind turbines.

Our wind turbine suppliers have been relatively concentrated in recent years. As of
December 31, 2010, our four largest wind turbine suppliers, Xinjiang Goldwind, Suzlon,
Sinovel and Nordex, supplied 53.3%, 9.4% 9.4% and 9.4%, respectively, of the total installed
capacity of our wind farms. We cannot assure you that we will continue to be able to purchase
a sufficient quantity of wind turbines or other necessary equipment that meet our quality
requirements on commercially acceptable terms, or in a timely manner. Furthermore, our wind
turbine suppliers may delay delivery to us or prioritize delivery to other market participants,
including our competitors. Any significant delay by our major wind turbine suppliers in
performing their contractual obligations, or inability of our major suppliers to meet their own
quantity commitments or our quality requirements, could interrupt our operations and hinder
the execution of our business plan, which in turn could materially and adversely affect our
business, financial condition and results of operations. Even though we would expect our
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suppliers to compensate us for delays in delivery or other failures to perform their contractual
obligations, we cannot assure you that such compensation would be adequate to cover the
shortfall in our revenue as a result of such delays or failures.

Any reduction in the on-grid tariffs of our wind farms could materially and adversely
affect our results of operations.

The NDRC issued the Circular regarding the Furtherance of On-grid Pricing Policy of
Wind Power (CBHA 52 8158 & -8 BEEURAEAD) on July 20, 2009, which applies to all onshore
wind power projects approved after August 1, 2009 and according to which, the previous
on-grid tariff as determined by “government guided price” has been replaced by the
geographically unified tariff, a form of government fixed price. Specifically, the PRC is
categorized into four wind resource zones, and the same standard on-grid tariff (including
VAT) applies to all wind power projects in the same zone. For wind farms spanning across
areas with different fixed on-grid tariffs, the higher tariff applies. Although we believe that the
new on-grid tariffs are generally more favorable than the previously approved tariffs for wind
farms in similar locations, government mandated on-grid tariffs for wind farms may decrease
in the future due to currently unforeseeable reasons including any decrease in the cost of
wind power. Any future reductions in the on-grid tariffs of our existing and future wind farms,
or our failure to mitigate the possible decrease in on-grid tariffs by increasing installed
capacity and/or improving operational efficiency, could materially and adversely affect our
business, financial condition and results of operations.

If we are unable to obtain rights to develop wind power projects at locations suitable
for the development of wind farms, the expansion plan for our wind power business
could be materially and adversely affected.

There are a limited number of geographic locations that provide suitable conditions for
developing and operating wind farms. Factors affecting the suitability of these locations
include local wind resources, topographic constraints and the proximity to and availability of
grid connections and capacity. In addition, our ability to obtain rights to develop wind power
projects at suitable sites is subject to growing competition from existing and new wind power
producers.

If we are unable to find, or obtain rights to develop wind power projects at, suitable new
sites, we may be unable to expand in a timely manner or at all, which could materially and
adversely affect our growth.

The wind farms that we operate under service concession arrangements are for a
period of 25 years and may not be renewed upon expiry.

We currently operate four wind farms through service concession arrangements, with a
total installed capacity of 498.75 MW, accounting for 47.1% of the consolidated installed
capacity of our wind power business and 22.1% of the consolidated installed capacity of the
Group as at December 31, 2010. Revenue from sales of electricity from these wind farms
accounted for 4%, 4% and 13% of our total revenue for the years ended December 31, 2008,
2009 and 2010, respectively. Our service concession arrangements for these four wind farms
were entered into with the provincial DRC of Inner Mongolia. Under the arrangements, we
have a right to operate these wind farms for a period of 25 years, at the end of which we will
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need to dismantle the wind farms unless the concession period is extended. Also, the
concession agreements may be terminated for reasons including abandoning the wind farm
construction or operation, bankruptcy of our project companies, and material breach. There is
no guarantee that we can successfully renew any service concession arrangements when
they expire. Should we lose the right to operate these wind farms, our financial condition and
operating results may be adversely affected. For more details about the concession projects,
please see the section headed “Business—OQur Wind Power Business—Our Concession
Projects”.

We may need to purchase and install additional equipment to comply with grid safety
and stability requirements.

According to relevant power grid safety regulations, wind power companies are
required to assist grid companies in ensuring grid safety and stability. As such, local power
grids may require us to purchase, install and maintain, at our cost, additional equipment for
our wind farms even after they are constructed and connected to the grid. We may be subject
to stricter grid safety and stability requirements, the occurrence of which could cause us to
incur additional expenses and materially and adversely affect our business, financial condition
and results of operations.

The basis and underlying assumptions we adopt to classify our wind power projects
are internally developed, and have not been audited or verified by any third party.

The development stages of our wind power projects disclosed in this prospectus are
only used for our internal planning purposes, may materially differ from those used by other
companies in the same industry, and have not been verified or audited by any third party. Our
project classification system divides our wind power projects into three categories based on
their development stages: projects in operation, projects under construction and pipeline
projects. We further divide our pipeline projects into three tiers using objective milestones we
have set based on our development experience. See the section headed “Business—Our
Wind Power Business—Our Pipeline Wind Power Projects”. No single project classification
methodology is generally accepted in our industry. As such, our project descriptions and our
historical or projected operating results may not be comparable with those of other companies
in the industry.

Nearby objects may interfere with the operation of our wind farms.

The operational performance of our wind farms depends on wind speeds and other
climatic conditions. However, objects such as buildings, trees or other wind turbines near our
wind farms may reduce our wind resources due to the disruption of wind flows, known as
“‘wake effects.” Although we select our wind farm sites after conducting analyses and tests,
we typically only acquire land use rights for the land immediately underlying our wind turbine
pylons and adjacent infrastructure. The PRC government could grant land use rights for
nearby land which, when developed, would have a wake effect on our wind farms.
Furthermore, the holders of the land use rights for land near our wind farm sites may lease or
transfer their land use rights to other developers that may construct wind turbines or other
structures which could produce wake effects. In addition, in some cases there were either
further extensions to some of our wind farms or other wind farms in the vicinity, and our
feasibility studies may not have considered their presence at the time it was prepared, which
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may cause us to underestimate the extent of wake losses. Such developments may reduce
the performance of our wind farms, which could interfere with the power generation of our
wind farms. Please see “Appendix V—Technical Report” for details.

RISKS RELATING TO OUR OVERALL BUSINESS

Any subsidy currently or previously available to our subsidiaries in the PRC could be
reduced or discontinued.

Pursuant to the New EIT Law and its implementing regulations, which came into effect
on January 1, 2008, an enterprise will be exempted from the PRC income tax for three years
starting from the tax year it first generates revenue and will receive a 50% reduction in such
tax for the subsequent three years, provided that the enterprise engages in public
infrastructure projects that is supported by the government and provided in relevant
government documents. Most of our operating wind power companies currently satisfy this
requirement and consequently are eligible to enjoy this tax exemption. In addition, our
gas-fired power companies are entitled to 100% refund of the VAT levied on heat generation
for residential end users.

Moreover, during the Track Record Period, our wind power and gas-fired power
projects were granted subsidies by the PRC government as a financial incentive to encourage
our development and investment in China’s clean energy industry. For the years ended
December 31, 2008, 2009 and 2010, the Group recorded other net income, representing the
government grants related to clean energy production of about RMB471.3 million, RMB434.3
million and RMB420.5 million, respectively.

We cannot assure you that the PRC government will continue its favorable tax
treatment and subsidies indefinitely. Government grants and subsidies may not recur and
may not be sustainable due to changes in government policy, and when the PRC government
discontinues the preferential tax treatment and subsidy programs that our companies
currently enjoy, we may be subject to the standard EIT rate of 25% in the PRC. Any increase
in the EIT rate applicable to us or discontinuation or reduction of any preferential tax
treatment or financial incentives we enjoy could materially and adversely affect our business,
results of operations or financial condition. Please see the section headed “Financial
Information—Significant Factors Affecting Our Results of Operations And Financial
Condition—Government grants and subsidies” for detalils.

We rely heavily on a limited number of local grid companies and one heat energy
distributor.

Each of our operating power plants and wind farms has entered into a power purchase
agreement with relevant local grid company. Our power plants and wind farms sell
substantially all the electricity that they generate to the grid companies to which they are
connected, and do not sell electricity directly to any industrial or residential end users. During
the Track Record Period, our electricity sales to local grid companies accounted for
substantially all of our revenue from sales of electricity, representing 91.2%, 81.8% and
89.8% of our total revenue (excluding revenue generated from concession construction
agreements) for each respective period.
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In addition, both our Taiyanggong Power Plant and our Jinggiao Power Plant have
entered into heat energy supply agreements, or HESAs, with BDHG. During the Track Record
Period, the Taiyanggong Power Plant and the Jinggiao Power Plant sold all of the heat
energy that they generated to BDHG, which then distributed the heat directly to industrial or
residential end users in Beijing. The Jingfeng Power Plant entered into HESAs with two major
heat end users. During the Track Record Period, our heat energy sales to BDHG and those
two major heat end users accounted for substantially all of our revenue from sales of heat
energy, representing 5.1%, 14.2% and 10.0% of our total revenue for the years ended
December 31, 2008, 2009 and 2010, respectively.

We cannot assure you that the grid companies or heat energy customers will purchase
all of the electricity or heat generated by us and make full and timely payments. In addition,
we cannot assure you that these grid companies or our heat energy customers will comply
with their other contractual obligations under the relevant power purchase or heat energy
supply agreements or avoid insolvency or liquidation proceedings during the terms of the
relevant power purchase or heat energy supply agreements. Any significant non-purchase,
non-payment, non-compliance, insolvency or liquidation of our grid company customers or
heat energy customers could materially and adversely affect our business, financial condition
and results of operations.

We may not be able to execute our business strategy successfully or manage our
growth effectively.

We are experiencing a period of rapid growth and expansion that has placed significant
demands on our management resources, financial and human capital. We plan to strengthen
our position in the PRC gas-fired power industry and wind power industry by completing
projects under development, increasing consolidated installed capacity and maximizing
operational efficiency, while developing other clean energy sources, such as hydropower and
waste-to-energy. We have also commenced our efforts in developing offshore wind power
projects. However, our ability to successfully execute our business strategy depends on a
variety of factors, including our ability to develop and expand our existing portfolio of projects
(including obtaining the necessary financing for projects under construction and pipeline
projects), our ability to manage our administrative and human resources to meet the
expansion of our business, our capability to operate our existing and future assets, and
certain factors that are beyond our control, such as the ability of our suppliers and contractors
to supply and install turbines and other equipment on schedule and changes to the
government policy promoting the utilization of clean and renewable energy. If we are unable
to execute our business strategy fully or successfully, or we are unable to adjust our project
portfolio in response to changes in certain important elements such as government policy, our
development may be hindered and our business, financial condition or results of operations
may be materially and adversely affected. Furthermore, we must address risks frequently
encountered by companies that experience significant growth within a short period of time,
including our ability to effectively manage large-scale projects, maintain adequate control over
our expenses and obtain sufficient financing on favorable terms. Therefore, we cannot assure
you that we will be able to execute our business plan successfully within the expected
timetable or at all, or that we will be able to manage our growth effectively, and our failure to
do so could materially and adversely affect our business, financial condition, results of
operations and prospects.
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Sales of CERs depend on the CDM arrangements under the Kyoto Protocol, and any
change of or expiration of these arrangements could limit our income from the sales of
CERs and VERs.

Pursuant to the Kyoto Protocol, which the PRC government ratified in August 2002,
public or private entities can purchase the CERs that we generate from our CDM projects and
use these CERs to comply with their domestic emission reduction targets or sell them in the
open market. VERSs are voluntary and are not mandated by any law or regulation but originate
from a purchaser’s desire to take an active part in climate change mitigation efforts. The
VERs market is an emerging market for carbon credits outside the Kyoto Protocol regime. We
sell VERs attributable to electricity output from our projects before these projects are
registered as CDM projects with the CDM EB and from other projects which are not eligible to
be registered as CDM projects. Our proceeds from the sales of CERs and VERs help improve
the economic viability of these projects. For the years ended December 31, 2008, 2009 and
2010, we derived other net income from the sale of these CERs and VERs of RMB12.7
million, RMB120.6 million and RMB156.3 million, respectively, representing 5.2%, 25.3% and
15.5% of our profit from operations, respectively.

If the Kyoto Protocol is not renewed before its expiration on December 31, 2012 or if
the PRC government discontinues its support for these CDM arrangements, our income from
sales of CERs and VERs could be negatively impacted. It is uncertain whether the Kyoto
Protocol will be renewed prior to its expiration on December 31, 2012 particularly given the
failure of countries participating in the 2009 United Nations Climate Change Conference,
commonly known as the “Copenhagen Summit”, to reach a legally binding agreement and to
commit countries to agree to a binding successor to the Kyoto Protocol.

In addition, the process to register CDM projects with the CDM EB is relatively
complicated and the CDM EB has historically declined to register certain projects of other
power companies as CDM projects. Although the CDM EB had not historically declined to
register any of our projects, the timing and outcome of our registration applications are
uncertain. We cannot assure you that the CDM EB will approve all of our pending applications
for CDM project registration in a timely manner, or at all. Furthermore, should the verification
standards in the registration progress or the registration policy materially change, we may be
unable to register our wind and gas-fired power projects and other clean energy projects as
CDM projects, which in turn could materially and adversely affect our income from the sales
of CERs and VERs. Furthermore, given that substantially all of our income derived from sales
of sale of CERs and VERSs is denominated in Euro or U.S. dollar, appreciation of the RMB
may adversely affect such income.

We operate in a capital-intensive business, and our business, financial condition and
results of operations are subject to the availability of external financing as well as
fluctuations in the costs of external financing.

The operation and development of our businesses require significant capital
expenditures. The capital investment for developing and constructing power plants varies
based on the cost of fixed assets and the cost of construction works. A significant increase in
the costs of developing and constructing our wind farms or other clean energy facilities could
materially and adversely affect our business, financial condition and results of operations.
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Other factors affecting capital investment include, among other things, finance
expenses. We are exposed to fluctuations in interest rates affecting our finance expenses
and, ultimately, our results of operations. As we rely heavily on external financing to secure
investment capital to finance the expansion of our business, we are sensitive to the cost of
capital in securing these loans. Our finance expenses amounted to RMB214.3 million,
RMB299.2 million and RMB500.3 million, for the years ended December 31, 2008, 2009 and
2010, respectively. Since the beginning of 2010, the PRC government started to tighten its
monetary policy. In 2010 and early 2011, the PBOC increased several times the reserve
requirement ratio for PRC financial institutions. Furthermore, in 2010 and early 2011, the
PBOC raised the benchmark lending rates for several times. The lending interest rates may
be further increased in the future if the PRC government decides to further tighten its
monetary policy. If the PBOC were to significantly tighten lending or raise benchmark lending
rates, our business, financial condition or results of operations may be materially and
adversely affected.

We require external financing to support the growth and expansion of our business.
Our ability to obtain external financing in the future is subject to a variety of factors, including
(i) obtaining the necessary PRC government approvals to raise capital for projects; (ii) our
future financial condition, operating results and cash flows; and (iii) the general condition of
the global and domestic financial markets, changes in the monetary policy, bank interest rates
and lending policies. In the event that our current resources are not sufficient for our needs,
we may have to seek additional financing, including equity or debt financing. If we decide to
raise additional funds through the issuance of equity or equity-linked instruments, our
Shareholders may experience dilution in their shareholding. If we use debt financing, we may
be subject to covenants or other restrictions. We cannot assure you that we will be able to
raise the necessary capital to finance our planned capital expenditures on acceptable terms
or at all. If we are unable to secure such funding, we may have to reduce our planned capital
expenditures and delay or abandon our expansion plan, which in turn could materially and
adversely affect our business and results of operations.

We may be unable to complete the construction of our projects within our estimated
budget and time frame, which could materially and adversely affect our business,
financial condition, results of operations and prospects.

The construction of our power plants, including ancillary facilities such as transmission
lines or substations, may be adversely affected by many factors commonly associated with
the construction of infrastructure projects that are beyond our control, including but not limited
to:

adverse trends in the construction industry;

® adverse general economic and financial conditions in the PRC;
® delays in receiving requisite approvals, licenses or permits;

® shortage of equipment, material or labor;

® adverse weather conditions or other acts of nature;
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® work stoppages and labor disputes;

® unforeseen engineering, design, delivery, environmental or geological problems;
or

® unanticipated cost increases.

The occurrence of any of these events could give rise to delays or cost overruns, which
could in turn result in loss or delayed receipt of revenue, increase in financing costs, or failure
to meet profit and earnings projections, and consequently, materially and adversely affect our
business, financial condition or results of operations.

We recorded net current liabilities during the Track Record Period.

The expansion of our business has been capital intensive. We recorded net current
liabilities of RMB3,182.2 million, RMB3,278.9 million and RMB2,400.5 million as of
December 31, 2008, 2009 and 2010, respectively. The net current liabilities were mainly due
to our high levels of current bank borrowings to finance the expansion of our gas-fired power
business and wind power business and trade and other payables mainly related to the
purchase of wind turbines in connection with the expansion of our wind farms. For further
information about the net current liabilities position, see the section headed “Financial
Information—Liquidity and Capital Resources—Net Current Liabilities”. We may continue to
have net current liabilities in the future as our business expands. In the future, if we are
unable to obtain sufficient funds to meet our needs or refinance our loans on commercially
acceptable terms, or if at all, then we may not be able to repay our borrowings, particularly
our short-term borrowings, upon maturity. This could materially and adversely affect our
expansion plans, financial condition and results of operations.

We rely on external parties for the construction of our power plants and external
equipment suppliers and our in-house technical team to maintain our key equipment.

We generally contract with third-party contractors, suppliers and civil engineering firms
with established track records for the construction of our power plants. The successful
completion of our projects depends on the ability of these suppliers, contractors and
engineers to perform their contractual obligations, and is subject to factors beyond our
control, including actions or omissions by these suppliers, contractors and engineers. Any
setbacks, delays in construction or the delivery of supplies, or any problems relating to the
work performed by contractors and engineers that we engage, may result in delays in the
completion of a project and other unforeseen construction costs or budget overruns. This
could materially and adversely affect our business, financial condition, results of operations
and prospects. In addition, failure to complete construction according to specifications can
result in reduced plant efficiency, higher operating costs and reduced or delayed earnings.

We rely on suppliers of gas-fired power generators and wind turbines to provide part of
the operational and maintenance services after each turbine commences operation.
According to our equipment purchase agreements, the suppliers generally undertake to
conduct (i) inspection and maintenance services and/or instructions, and (i) component repair
or replacement during the warranty period. Our in-house technical team will continue to
perform part of the operational and maintenance activities following the expiration of such
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terms. If our external equipment suppliers or our in-house technical team fails to provide
inspection, maintenance or repair works for our key equipment and systems in a timely
manner or at all, our power generation and business operation could be interrupted or
delayed, possibly without warning. The occurrence of any of these events could materially
and adversely affect our business, financial condition and results of operations.

Our current hydropower plant and future hydropower and solar power plants are or will
be dependent upon natural conditions.

Our current hydropower plant and future hydropower and solar power plants rely on
natural conditions, such as rainfall or sunlight conditions, for the production of electricity. In
selecting sites for the development of our hydropower or solar power projects, we base our
decisions in part on the meteorological and topographical data of the proposed area as well
as the on-site exploration conducted by our technicians. We cannot assure you that the actual
natural conditions will conform to the historical measured data or that the assumptions we
make during our assessment are correct. Moreover, even if actual natural conditions are
consistent with our assessment, such conditions may be affected by variations in weather
patterns which may change over time to the detriment of our projects. As a result, the
electricity generated by our hydropower and solar power projects may fall below our
expectations, which could in turn materially and adversely affect our business, financial
condition and results of operations.

Future acquisitions may be expensive or unsuccessful.

In addition to organic growth, we may also acquire complementary technologies,
businesses and services, and enter into strategic alliances when there are opportunities we
deem appropriate. Any potential acquisitions or alliances may result in material transaction
expenses, increased interest and amortization expenses, increased depreciation expenses
and increased operating expenses, any of which could materially and adversely affect our
operating results. Acquisitions may entail integration and management of the new businesses
to realize economies of scale and cost control, as well as other risks, including diversion of
management resources otherwise available for ongoing development of our business and
risks associated with entering new markets. We may be unable to identify suitable acquisition
targets, obtain financing on acceptable terms or complete any future acquisitions. Further,
any acquisitions or alliances may expose us to the risk of unanticipated business
uncertainties or legal liabilities relating to those acquired businesses or alliances for which the
sellers of the acquired business or alliance partners may not indemnify us. Future acquisitions
may also cause us to issue securities that could dilute the investment of our shareholders.
Any of these events could materially and adversely affect our business, financial condition
and results of operations.

We depend on our senior management team and key employees.

Our historical success is substantially attributable to the contributions of our senior
management and key employees, including those personnel listed in the section headed
“Directors, Supervisors, Senior Management and Employees”. We have strengthened our
team by recruiting several senior executives and employees who have years of business and
administrative experience and clean energy industry expertise. Our future success depends
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significantly on the continued services of these key executives and employees and our ability
to continue to retain and recruit senior personnel. Furthermore, competition for qualified
personnel with relevant expertise is intense due to the scarcity of qualified individuals in the
rapidly growing clean energy industry. We may need to offer higher levels of compensation
and other benefits to attract and retain key personnel. Our inability to retain such key
executives and employees or hire qualified new executives and employees as our business
grows, could adversely affect our ability to achieve our objectives and business strategy, and
materially and adversely affect our business, financial condition and results of operations.

We do not possess title certificates in respect of some of the properties we own, and
some of the landlords lack relevant title certificates for properties leased to us, which
may materially and adversely affect our right to use such properties.

Title defects to land and building ownership in the PRC is not uncommon, partly due to
the on-going application process necessary to obtain land use right and building ownership
certificates where obtaining such certificates involves government approvals at different levels
of government. As of March 31, 2011, we did not hold the necessary land use right
certificates in relation to approximately 10.78% of the aggregate area of the land we used for
our operating projects including Saihan Wind Farm Phase | and Changtu Taiyangshan Wind
Farm, and 88.38% of the land we used for projects under construction including our
Xinganmeng Keyouzhongqgi Wind Farm Phase |, Balinyou Wind Farm Phase |, Ningxia
Taiyangshan Wind Farm Phase |, Huitengxile Wind Farm Phase Il, Shangdu Wind Farm
Phase Il, Huolinhe Wind Farm Phase II, Chifeng Qigan Wind Farm Phase |, Ningxia
Taiyangshan Wind Farm Phase Il, Jinggiao Power Plant Phase Il, Heishuisanlian-Zhawo
Grade |l Hydropower Plant, Heishuisanlian-Dengpeng Grade | and Grade |l Hydropower
Plants and Yunnan Tengchong Yongxinghe Hydropower Plants. In addition, as of March 31,
2011, we or our landlords did not hold the necessary building ownership certificates to
12.90% of the total gross floor area of the buildings we owned or leased, as the case may be.
See the section headed “Business—Properties” for further details, including the potential
penalties. As a result, our rights to use such land or buildings may be challenged and we may
have to vacate the relevant premises should any challenge succeed. To our Directors’
knowledge, as at December 31, 2010, we had not received any notice from the relevant
authority for any penalties.

Although we believe it is unlikely that third-parties could successfully challenge our use
of these premises, there remains a risk that such can occur. Should third parties successfully
challenge our use of these premises (including those we leased from landlords for which they
do not hold the necessary building ownership certificates) and we are forced to relocate, our
operations or construction on the affected premises could be interrupted, which in turn could
materially and adversely affect our business, financial condition and results of operations.

In addition, we may not transfer, lease, mortgage or otherwise dispose of properties
that we own until we obtain the relevant land use right certificates and/or building ownership
certificates. We will also need to pay transfer fees and incur other relevant expenses in order
to obtain the full title certificates to such properties. Although we are applying for title
certificates for the land and buildings that we own, we cannot assure you that we will be able
to obtain all the land use right or building ownership certificates in a timely manner, or at all.
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The regulatory framework in the PRC for clean energy projects is relatively new and
evolving.

As the regulatory framework in the PRC for clean energy projects is relatively new and
evolving, the implementation and enforcement of these policies, laws and regulations involve
uncertainties and may differ from region to region in the PRC. Any reduction, discontinuation
or unfavorable application of policies and economic incentives for companies that operate
clean energy power plants could materially and adversely affect our business, financial
condition, results of operations and prospects. Furthermore, if these favorable policies and
incentives were changed or discontinued to our detriment before our wind farms or gas-fired
cogeneration plants become cost-effective in a non-subsidized market environment, we could
be forced to compete directly against companies that produce electricity from fossil fuel
energy sources and other more established clean power companies, which may enjoy sizable
cost advantages over us. As a result, our business, financial condition, results of operations
and prospects could be materially and adversely affected.

Regulatory changes and the uncertainties associated with the reform of the PRC power
industry may adversely affect our business and results of operations.

Our power plants are subject to PRC government and power grid regulations, which
include elements such as quantity and timing of electricity generation, on-grid tariffs,
performance of scheduled maintenance, and compliance with power grid control and dispatch
directives. Our operations and profitability will be affected by any material changes in PRC
laws and regulations relating to the power industry. In addition, the PRC power industry has
experienced and may continue to experience regulatory reforms. For instance, in July 2003,
the State Council issued the Tariff Reform Scheme ((EHEET %)) which sets forth the target,
principle and main reform measures for the electricity tariff, and three of its corresponding
implementation regulations were issued in March 2005. In January 2006, the NDRC issued
The Trial Measure for the Renewable Resources Tariff and Cost Sharing
(CRT AL RETR 55 o A% A0 2 20 i BT R2)) which provided for the reasonable distribution of on-
grid tariff for power generated utilizing renewable energy. In July 2009, the NDRC issued the
Circular regarding the Furtherance of On-grid Pricing Policy of Wind Power
(CBRA 58 3% B 8% 76 L A FEAHECK 9% A1) which changed the pricing mechanism from government
guided price to government fixed price and divided China into four wind resource zones to
apply a fixed benchmark tariff in each respective zone for all onshore wind power projects
approved after August 1, 2009. Further in December 2009, China revised the Renewable
Energy Law and further specified the mechanism for purchasing 100% of the power
generated using renewable energy, which became effective in April 2010. Since these
regulatory reforms have been promulgated only recently, we cannot accurately predict their
impact on our businesses. The uncertainties associated with these reforms and any
corresponding regulatory changes resulting in the loss of any currently available favorable
treatment may adversely affect our business performance. In addition, the PRC government
may adopt more stringent laws and regulations to regulate the power industry, compliance
with which may be expensive, and may adversely affect our financial condition or results of
operations.
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Potential competition from BEIH may adversely affect the Group’s business.

BEIH is our controlling shareholder and will through its subsidiaries or associates retain
certain clean energy businesses after the Global Offering. Currently we face little competition
from BEIH. Furthermore, BEIH has given a non-competition undertaking in favor of the Group
and has granted the Company, subject to certain conditions and exclusions, options for new
business opportunities, options for acquisitions and pre-emptive rights in connection with
BEIH’s clean energy business. Please see the section headed “Relationship with Our
Controlling Shareholder” for details. However, if the Company fails or chooses not to exercise
such options or rights for whatever reasons including but not limited to that the Company
considers the exercise of such options or rights is not financially viable or commercially
justifiable, the Company may face intensified competition with BEIH. In addition, in the event
of grid congestion or other situations that limit the local grid’s dispatch or transmission
capacity, we may need to compete with other power generation companies in the affected
areas, which may include BEIH. Moreover, if the PRC government changes the currently
favorable policies and regulations toward the clean energy industry, we may need to compete
with non-clean power generators, including BEIH. If the competition with BEIH is intensified,
the business of the Group may be adversely affected.

We will continue to be controlled by BEIH, whose interests may differ from yours or
those of our other shareholders.

Upon completion of the Global Offering, BEIH, our principal shareholder, directly and
through BIEE, will own an aggregate of approximately 57.57% of our Shares assuming no
exercise of the Over-allotment Option (or approximately 54.69% if the Over-allotment Option
is exercised in full). Subject to the Articles of Association and applicable laws and regulations,
BEIH will, through its representatives on our Board, be able to influence our major policy
decisions, including our management, business strategies and policies, the timing and
amount of dividend distributions, any plans relating to material property transactions, major
investments, mergers and acquisitions, issuances of securities and adjustments to our capital
structure, amendment of our Articles of Association and other actions that require the
approval of our directors and shareholders. Differences in opinion may arise between BEIH
and any of our remaining shareholders. We cannot guarantee that BEIH will influence the
Company to pursue actions in the best interests of our remaining shareholders.

We face competition from companies utilizing other clean energy as well as companies
utilizing conventional energy sources.

During the Track Record Period, we derived substantially all of our revenue from our
gas-fired power business and wind power business. We may encounter competition from
producers of electricity from other clean energy sources. In particular, other clean energy
technologies may become more competitive and attractive. Competition from such producers
may increase if the technology used to generate electricity from these other clean energy
sources becomes more sophisticated, or if the PRC government elects to strengthen its
support of such clean energy sources. While we are actively exploring opportunities in other
clean energy sectors, such as hydro, solar power and waste-to-energy, we cannot assure you
that we will successfully develop projects utilizing such other clean energy sources and
successfully adjust our project portfolio. If we were unable to maintain and increase our
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competitiveness in the future, or our efforts to incorporate more competitive clean energy
projects into our portfolio or compete against other clean power companies are unsuccessful,
our business, financial condition, or results of operations could be adversely affected.

In addition, clean energy resources, such as gas-fired power, and renewable energy
resources, such as wind power, compete with conventional energy resources, including
nuclear power, petroleum and coal. Recent volatility in the price of conventional energy
resources, in particular, oil and coal, have enhanced the price competitiveness of electricity
generated from clean energy resources compared to conventional energy resources.
However, technological progress in the exploitation of other energy resources or discovery of
large new deposits of oil or coal could decrease the price of those fuels, which could render
the price of clean energy resources less attractive. As a result, demand for clean energy
could decline, which would materially and adversely affect our business, financial condition
and results of operations.

Our assets and operations are subject to hazards customary to the electricity
generation industry, and we may not have adequate insurance to cover all these
hazards.

Our assets, including, among other things, gas-fired generators, wind turbines, blades,
transformers and interconnection infrastructure, could be damaged by fire, earthquake, flood,
acts of terrorism and other hazards. These and other hazards can cause personal injury or
death, severe damage to and destruction of property, plant and equipment, contamination of,
or damage to, the environment and suspension of operations. We may also face civil liabilities
or fines in the ordinary course of business as a result of damages suffered by third parties,
which may require us to make indemnification payments in accordance with applicable laws.

In addition, the operation of our power plants may be interrupted upon the occurrence
of any of the following events:

® inaccuracy of our assumptions with respect to the timing and amount of
anticipated revenue;

® supply interruptions;
® breakdown or failure of equipment or processes;
e  (difficulty or inability to find suitable replacement parts for equipment;

® unplanned outages or disruption in the transmission of electricity generated due to
system failures;

® permit and other regulatory issues, license revocation and changes in legal
requirements;

® unforeseen engineering and environmental problems;

® unanticipated cost overruns;
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® adverse weather conditions and catastrophic events such as fires, earthquakes,
droughts and floods; and

e performance that is below expected levels of output or efficiency.

We cannot assure you that we will be able to adequately control the impact of these
events.

In accordance with industry practice in the PRC, we do not carry business interruption
insurance. We have entered into insurance policies to cover certain other risks associated
with our business. While we believe this insurance coverage is commensurate with our
business structure and risk profile, we cannot assure you that our current insurance policies
will insure us fully against all risks and losses that may arise. In addition, our insurers review
our insurance policies annually, and we cannot assure you that we will be able to renew these
policies on similar or otherwise acceptable terms, if at all. If we were to incur a serious
uninsured loss or a loss that significantly exceeded the limits of our insurance policies, our
business, financial condition and results of operations could be materially and adversely
affected.

We are subject to stringent environmental laws and regulations. Failure to comply with
these laws and regulations could materially and adversely affect our business, results
of operations and financial condition.

Our operations are subject to numerous environmental laws and regulations
promulgated by the PRC government. Please see the section headed “Regulatory Overview”
for a description of the laws and regulations to which we are subject. Given the magnitude,
complexity and frequency of amendments to these laws and regulations, compliance may be
onerous or it may take substantial financial and other resources to establish efficient
compliance and monitoring systems. The liabilities, costs, obligations and requirements
associated with these laws and regulations may therefore be substantial and may delay the
commencement of, or cause interruptions to, our operations. Noncompliance with relevant
industry regulations as well as the environmental laws and regulations applicable to our
operations may result in substantial penalties or fines, suspension or revocation of our
licenses or permits, stoppage of plant constructions or suspension of our operations. Such
events could materially and adversely impact our operating results, financial condition and
reputation. In addition, the PRC government may impose laws or regulations which impose
higher standards or implement the relevant laws and regulation more stringently, which may
cause us to incur significant expenses. Any changes or amendments to such laws or
regulations may cause us to incur additional capital expenditures or other obligations or
liabilities.

We may incur additional costs or capital investments should the PRC government
adopt stricter or additional environmental laws or requirements.

The existing Environmental Protection Law and related regulations require us to
establish an environmental protection and management system, which includes adopting
effective measures to prevent and control exhaust gas, sewage, waste residues, dust or other
waste materials, to discharge waste properly and payment of certain discharge fees. If the
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PRC government introduces more stringent environmental laws or requirements, we may
need to incur additional cost and/or capital investment in order comply with such new laws
and regulations, which could materially and adversely affect our financial condition and results
of operations.

We must comply with laws and regulations in the PRC relating to the development,
construction and operation of power plants.

Our wind farms, gas-fired cogeneration plants and other clean energy projects are
subject to strict PRC laws and regulations relating to their development, construction,
licensing and operation. These laws and regulations relate to, among other things, project
approval and other government approval and licensing requirement for power companies,
building and construction of new projects, environment conservation and power dispatch and
transmission. In particular, before we construct and operate our gas-fired cogeneration plants
or wind farms, we must first obtain operational and construction permits from various
authorities. Procedures for granting operational and construction permits vary among different
local areas, and certain provinces may reject our applications for permits. Furthermore, third
parties may challenge a decision to grant us operational and construction permits in some
provinces even after we have obtained the permits. We cannot assure you that we will be
able to obtain all the approvals and permits necessary for the development and operation of
new projects in a timely manner, or at all. Finally, we must comply with laws, regulations and
the conditions contained in the operational and construction permits, and failure to do so may
result in fines, sanctions, criminal penalties and/or the suspension, revocation or non-renewal
of approvals, licenses or permits. These factors could materially and adversely affect our
business, financial condition and results of operations.

We may experience a shortage of labor or labor dispute or an increase in labor costs
which would materially and adversely affect our business and results of operations.

While we believe we have a satisfactory working relationship with our employees, we
remain subject to the risk of labor disputes and adverse employee relations. These potential
disputes and adverse relations could result in work stoppage or other events that could
disrupt our business operations, which could materially and adversely affect our business,
financial condition and results of operations.

Our special distribution is not an indication of our future dividend policy.

We agreed to declare a special distribution to BEIH, BIEE, BSAMAC, BDHG,
Shenghui, BEETI and Barclays in an amount equal to our Group’s net profit attributable to
equity owner of the Company derived from the period from April 30, 2010, the date on which
our assets were valued for establishment as a joint stock limited company, to the end of the
quarter immediately prior to the Listing (the “Special Distribution”). The actual amount of the
Special Distribution will be determined based on a special audit of our consolidated financial
statements of the Group for the period from April 30, 2010 to the end of the quarter
immediately prior to the Listing. See the section headed “Financial Information—Special
Distribution” for details. The Special Distribution was not determined in accordance with our
dividend policy as described in the section headed “Financial Information—Dividend Policy.”
Investors of H Shares in the Global Offering will not be entitled to participate in the Special
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Distribution. The amount of the Special Distribution is not indicative of the dividends that our
Company may declare or pay in the future.

RISKS RELATING TO THE PRC

Changes in the political and economic policies of the PRC government may materially
and adversely affect our business, results of operations and business development
plan.

As of the Latest Practicable Date, all of our business assets were located in, and all of
our revenue was derived from, the PRC. Accordingly, our business, financial condition or
results of operations are subject to economic and political developments in the PRC. Political
and economic policies of the PRC government could affect our business and results of
operations and may result in our being unable to sustain our growth.

The economy of the PRC differs from the economies of most developed countries in
many respects, including the extent of government involvement, level of development, growth
rate, control of foreign currency exchange and allocation of resources. Before the adoption of
its reform and opening-up policies beginning in 1978, the PRC was primarily a planned
economy. Since that time, the PRC government has implemented a series of economic and,
to a lesser extent, political reforms. Although in recent years the PRC government has
focused on the use of market forces to reform its economic system, reduce state ownership of
productive assets and establish sound corporate governance in business enterprises, the
PRC government still owns a substantial portion of productive assets in the PRC. In addition,
the PRC government continues to play a significant role in regulating industrial development.
It also exercises significant control over the economy’s growth trajectory through the
allocation of resources, controlling payment of foreign currency-denominated obligations,
setting monetary policy and providing preferential treatment to particular industries or
companies.

While the PRC economy has experienced significant growth in the past 30 years,
growth has been uneven across regions and economic sectors. The PRC government has
implemented various measures to encourage economic growth and guide the allocation of
resources. Changes in the PRC’s political, economic and social conditions may negatively
impact our ability to execute our expansion plans and materially and adversely affect our
business, results of operations and financial condition.

An adverse change in the PRC’s economic conditions may adversely affect us and the
future growth of our business and operations.

Although the PRC’s economy continues to grow more quickly than most developed
economies, its real GDP growth rate declined from 13.0% in 2007 to 9.6% in 2008, to 9.2% in
2009, while it increased to 10.3% in 2010. A number of factors have contributed to this
slowdown, including the appreciation of the Renminbi, which has adversely affected China’s
exports, and the PRC government’s tightening macroeconomic measures and monetary
policies aimed at preventing overheating of the PRC’s economy, calming inflation fears and
addressing the risk of a property bubble in major cities. The slowdown has been further
exacerbated by challenging global economic conditions in the financial services and credit
markets, which in recent years have experienced extreme volatility.
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It is uncertain whether the challenging global economic conditions in the financial
services and credit markets will reoccur and how much of an adverse effect this will have on
the global economy in general, and the PRC economy in particular. In response to
challenging global financial conditions, in September 2008 the PRC government began to
loosen economic measures and monetary policies by reducing interest rates and decreasing
the statutory reserve ratio for banks. On November 5, 2008, the State Council announced an
economic stimulus plan in the amount of USD585 billion to stimulate economic growth and
bolster domestic demand. The economic stimulus plan includes, among others, increased
spending on basic infrastructure construction projects for water, electricity, gas and heat to
improve the standard of living in China and protect the environment. However, it also raised
the risk of inflation and the PRC government, since 2010, has decreased liquidity in the
market through raising interest rates and the statutory reserve ratio for banks several times
which may lead to difficulties in borrowing and a significant slowdown in the PRC economy.

The legal system of the PRC is still evolving, and inherent uncertainties may affect the
protection afforded to our business and our shareholders.

We and all of our subsidiaries through which we conduct our operations, are organized
under PRC laws. The PRC legal system is based on written statutes. Since the late 1970s, the
PRC has promulgated laws and regulations dealing with economic matters, such as the
issuance and trading of securities, shareholder rights, foreign investment, corporate
organization and governance, commerce, taxation and trade. However, many of these laws and
regulations, in particular, the regulatory regime relating to clean energy projects, are relatively
new and are likely to continue to evolve, are subject to different interpretations and may be
inconsistently implemented and enforced. In addition, only limited volumes of published court
decisions may be cited for reference, and such cases have limited precedential value, as they
are not binding on subsequent decisions. The uncertainties relating to the interpretation,
implementation and enforcement of PRC laws and regulations and a system of jurisprudence
that gives only limited precedential value to prior court decisions can affect the legal remedies
and protections that are available to you, and can adversely affect the value of your investment.
In particular, the PRC power industry, including the clean energy sector, remains highly
regulated. Many aspects of our business, such as the amount and timing of electricity
generation and the setting of tariffs, depend upon the receipt of the relevant government
authority’s approval. As the PRC legal system and the PRC power industry develop, changes in
such laws and regulations, or in their interpretation or enforcement, may materially and
adversely affect our business, financial condition and results of operations.

Fluctuations in exchange rates and government control of currency conversion may
adversely affect our business and results of operations.

We receive our revenue in Renminbi, which is currently not a freely convertible
currency. A portion of these revenue must be converted into other currencies in order to meet
our foreign currency obligations. For example, we may need foreign currency to purchase and
import certain equipment and parts, and make payments of declared dividends, if any, on our
H shares. The value of the Renminbi against the U.S. dollar and other currencies fluctuates
and is affected by, among other things, changes in domestic and international political and
economic conditions and the PRC government’s fiscal and currency policies. Since 1994, the
conversion of Renminbi into foreign currencies, including Hong Kong and U.S. dollars, has
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been based on rates set by the PBOC, which are set daily based on the previous business
day’s inter-bank foreign exchange market rates and current exchange rates on the world
financial markets. From 1994 to July 20, 2005, the official exchange rate for the conversion of
Renminbi to U.S. dollars was generally stable. On July 21, 2005, the PRC government
adopted a more flexible managed floating exchange rate system to allow the value of the
Renminbi to fluctuate within a regulated band that is based on market supply and demand
and reference to a basket of currencies. On the same day, the value of the Renminbi
appreciated by approximately 2.1% against the U.S. dollar. In August 2008, China revised the
PRC Foreign Exchange Administration Regulations (% A RILA B S EE PR ) to promote the
reform of its exchange rate regime. From July 21, 2005 to December 31, 2009, the value of
the Renminbi appreciated by approximately 15.8% against the U.S. dollar. On June 19, 2010,
the PBOC announced that it would allow Renminbi to further appreciate against the U.S.
dollar, though the subsequent appreciation has been modest.

It is likely that the exchange rates of the U.S. dollar and Hong Kong dollar against the
Renminbi will continue to fluctuate. Accordingly, our financial condition and results of
operations could also be adversely affected. In addition, any dividends in respect of our
H Shares will be declared in Renminbi and paid in Hong Kong dollars. Accordingly, holders of
H Shares in countries other than the PRC are subject to risks arising from adverse
movements in the value of the Renminbi against the Hong Kong dollar, which may reduce any
dividends paid in respect of the H Shares. PRC authorities may lift restrictions on fluctuations
in the Renminbi exchange rate and lessen intervention in the foreign exchange market. To
date, we have not entered into any hedging transactions to reduce our exposure to foreign
currency exchange risk.

Additionally, conversion and remittance of foreign currencies are subject to PRC
foreign exchange regulations. The Renminbi generally cannot be freely converted into any
other foreign currency. Pursuant to the PRC’s current foreign currency exchange control
system, there may not be sufficient foreign exchange activity to meet our foreign exchange
requirements. Under the PRC’s current foreign currency exchange control system, foreign
currency exchange transactions under the current account, including the payment of
dividends, do not require advance approval from SAFE. However, foreign exchange
transactions on a capital account must be approved in advance by SAFE. We may be unable
to secure sufficient foreign currency to pay dividends to shareholders or satisfy any other
foreign exchange requirements. If we were to fail to obtain the approval from SAFE to convert
Renminbi into any foreign currency for any of the above purposes, our capital expenditure
plans and our business may be materially and adversely affected.

Our business and results of operations may, directly or indirectly, be materially and
adversely affected by natural disasters, social disruptions or the occurrence of
epidemics in China.

Any future occurrence of natural disasters, acts of war or civil unrest, or outbreaks of
epidemics and contagious diseases, including avian influenza, severe acute respiratory
syndrome, or SARS, or H1N1 flu, may materially and adversely affect our business and
results of operations. In 2009, there were reports on the occurrences of HIN1 flu in certain
regions of the world, including the PRC, where we operate our principal business. An
outbreak of an epidemic or contagious disease could result in a widespread health crisis and
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restrict the level of business activities in affected areas, which may in turn adversely affect our
business. Moreover, China has experienced natural disasters such as earthquakes, floods
and droughts in recent years. For example, in May 2008 and April 2010, China experienced
earthquakes with reported magnitudes of 8.0 and 7.1 on the Richter scale in Sichuan
Province and Qinghai Province, respectively. In March 2011, China also experienced
earthquakes with a reported magnitude of 5.8 on the Richter scale in Yunnan Province. As at
December 31, 2010, we had a hydropower plant in operation with an installed capacity of
6.40 MW and three hydropower plants under construction with a consolidated capacity under
construction of 44.40 MW in Sichuan Province, as well as a hydropower plant under
construction with a capacity under construction of 180.00 MW in Yunnan Province. These
regions may experience earthquakes again in the future which may affect our hydropower
plants. In addition, during the year 2010, severe droughts and floods occurred in some
provinces, resulting in significant economic losses in these areas. Any future occurrence of
severe natural disasters in China may adversely affect its economy and our business. China
has also experienced occasional episodes of civil unrest, including rioting in the city of
Urumaqi, the capital city of the Xinjiang Uyghur Autonomous Region in north-western China.
Similar incidents may occur in areas where we operate and our business may be materially
and adversely affected. Our operations or the communities we serve may be interrupted by
any future occurrence of acts of war and civil unrest, natural disasters or outbreak of avian
influenza, SARS, H1N1 flu or other epidemics, or the measures taken by the PRC
government or other countries in response to a future outbreak of avian influenza, SARS,
H1N1 flu or other epidemics. Under such circumstances, our results of operations could be
materially and adversely affected.

It may be difficult to effect service of process upon, or to enforce judgments obtained
outside the PRC against us, our Directors or our senior management members who
reside in the PRC.

Most of our Directors, Supervisors and executive officers reside within the PRC.
Substantially all of our assets and those of our Directors, Supervisors and executive officers
are located within the PRC. The PRC does not have treaties providing for the reciprocal
recognition and enforcement of judgments of courts with the United States, the United
Kingdom, Japan and many other countries. As a result, it may not be possible for investors to
effect service of process upon us or those persons in the PRC, or to enforce against us or
them in the PRC, any judgments obtained from non-PRC courts. In addition, judgments of a
court of any other jurisdiction in relation to any matter not subject to a binding arbitration
provision may be difficult or impossible to enforce. Our Articles of Association and the Hong
Kong Listing Rules provide that most disputes between holders of H Shares and our
Company, our Directors, Supervisors or executive officers arising out of the Articles of
Association or the Company Law and related regulations concerning our Company’s affairs,
are to be resolved through arbitration. Under the current arrangement for reciprocal
enforcement of arbitral awards between the PRC and Hong Kong, awards made by the PRC
arbitral authorities that are recognized under the Arbitration Ordinance can be enforced in
Hong Kong. Hong Kong arbitration awards are also enforceable in the PRC. On July 14,
2006, the Supreme People’s Court of the PRC and the Hong Kong Government signed an
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters. Under this arrangement, where any designated People’s Court or
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Hong Kong court has made an enforceable final judgment requiring payment of money in a
civil and commercial case pursuant to a choice of court agreement, any party concerned may
apply to the relevant People’s Court or Hong Kong court for recognition and enforcement of
the judgment. Although this arrangement became effective on August 1, 2008, the outcome
and effectiveness of any action brought under the arrangement may still be uncertain.

Foreign individual holders of our H Shares may become subject to PRC income tax and
there are uncertainties as to the PRC tax obligations of foreign enterprises that are
holders of our H Shares.

Under applicable PRC tax laws, dividends paid by us to foreign individual shareholders
of our H Shares are generally subject to PRC individual income tax at a rate of 20%, although
such taxes have historically been exempted under the Circular of the SAT on Issues
Concerning the Taxation of Profits from the Transfer of Stocks (Stock Rights) and Dividend
Income of Foreign-invested Enterprises, Foreign Enterprises and Foreign Individuals
(CEIREBLH AR B B B G A3 - SNBSS UG S (M) e e i A FBC S T A B A P REL v 0 ),
Guo.Shui.Fa [1993] No. 045) as promulgated by the SAT on July 21, 1993, and the Letter of
the SAT on Taxation Issues regarding Dividends Received by Foreign Individuals Holding
Shares of China-based Listed Companies (CE B R B SN AR A
v R 8 b T A FBRCR BTG IS A BB R KD, Guo.Shui.Han.Fa ([1994] No. 440) as
promulgated by the SAT on July 26, 1994. However, because the Circular of the SAT on
Issues Concerning the Taxation of Profits from the Transfer of Stocks (Stock Rights) and
Dividend Income of Foreign-invested Enterprises, Foreign Enterprises and Foreign Individuals
(Guo.Shui.Fa [1993] No. 045) was repealed by Public Notice 2011 No. 2, issued by the SAT
on January 4, 2011, it is now unclear whether this exemption remains applicable and
therefore, there is a risk that dividends paid by us to our foreign individual shareholders may
be subject to an income tax of 20%, which may be reduced pursuant to an applicable tax
treaty. In addition, it is unclear whether capital gains realized by individual shareholders of our
H Shares upon their disposition of our H Shares would be considered as income sourced
from within China, and thus subject to individual income tax in China of 20% on such gains,
although such tax has not been collected by the PRC tax authorities in practice. Please see
“Appendix VI—Taxation and Foreign Exchange—2. Taxes Applicable to Shareholders of
Companies” for further details.

Under the New EIT Law, foreign enterprises that do not have establishments or places
in the PRC, or have establishments or places in the PRC but their income is not connected to
such establishments or places (“Non-resident Enterprises”) are subject to the PRC enterprise
income tax at a rate of 20% on their PRC-sourced income. The Implementation Regulations
of the New EIT Law (e NRILFIEHBZEFGBILEIEGD)) reduces such tax rate to 10%.
Further, pursuant to the Notice Concerning Withholding of Enterprise Income Tax for
Dividends Paid by Chinese Resident Enterprises to H Share Non-resident Enterprises
Shareholders OQutside the Mainland Territory  (CEZBUE AR B B R A SE 1 B4 H -
Ja RAR IR R R 38 1l S AR ARSI S IS BT B R 978 1), Guoshuihan (2008) No. 897) issued by the
SAT on November 6, 2008, and the Response to Questions on Tax over Dividend of
B-Shares Received by Non-resident Enterprises on (CEIZBIE AR B IR o RARSEIAT B
S MR A R SE FT R BLRVE VAL, Guoshuihan 2009 No. 394) issued by the SAT on July 24
2009, from 2008 onwards, the enterprise income tax on dividends paid by PRC enterprises to
holders of H Shares that are Non-resident Enterprises shall be withheld at a rate of 10%,
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subject to reduction pursuant to applicable treaties on avoidance of double taxation. As such,
dividends paid by us to the holders of our H Shares that are Non-resident Enterprises are
generally subject to the PRC enterprise income tax at the rate of 10%, subject to reduction
pursuant to applicable treaties on avoidance of double taxation. Furthermore, capital gains
realized by Non-resident enterprise shareholders of our H Shares are generally subject to
PRC enterprise income tax at a rate of 10%, unless stipulated otherwise in an applicable tax
treaty. Please see “Appendix VI—Taxation and Foreign Exchange—2. Taxes Applicable to
Shareholders of Companies” for further details.

The above risks relating to uncertainties as to the interpretation and application of
applicable PRC tax laws result from several factors, including the relatively short history of
some of these laws. These uncertainties include, among others, how enterprise income tax
on gains realized by foreign enterprises upon the sale or other disposition of H Shares has
been and will be collected by the PRC tax authorities and how PRC individual income tax will
be collected from foreign individual shareholders. Considering the uncertainties in the practice
and/or the interpretation of such laws, holders of our H Shares should be aware that they may
be obligated to pay PRC income tax on dividends paid by us and gains realized upon sale or
other dispositions of our H Shares.

Payment of dividends is subject to restrictions under PRC laws.

Under PRC law, dividends may be paid only out of distributable profits. Distributable
profits are our net profit as determined under PRC GAAP or IFRSs, whichever is lower, less
any recovery of accumulated losses and appropriations to statutory and other reserves that
we are required to make. As a result, we may not have sufficient or any distributable profits to
enable us to make dividend distributions to our shareholders, including in periods during
which our financial statements indicate that our operations have been profitable. Any
distributable profits that are not distributed in a given year are retained and available for
distribution in subsequent years.

Moreover, because the calculation of distributable profits under PRC GAAP is different
from the calculation under IFRSs in certain respects, our operating subsidiaries may not have
distributable profits as determined under PRC GAAP, even if they have profits for that year as
determined under IFRSs, or vice versa. Accordingly, we may not receive sufficient
distributions from our subsidiaries. Failure by our operating subsidiaries to pay dividends to us
could negatively impact our cash flow and our ability to make dividend distributions to our
shareholders, including in periods during which our financial statements indicate that our
operations have been profitable.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our H Shares; the liquidity and market price
of our H Shares may be volatile.

Prior to the Global Offering, there was no public market for our H Shares. The Offer
Price for our H Shares will be determined by us and the Underwriters based on, among other
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things, market and economic conditions on the date the Offer Price is determined, our results
of operations, market valuations of other companies engaged in similar activities, the present
state of our business operations, our management, indications of interest from potential
investors in the H Shares and other factors deemed relevant, and may differ from the market
prices for the H Shares after the Global Offering. We have applied to list and deal in our
H Shares on the Stock Exchange. There is no assurance that the Global Offering will result in
the development of an active and liquid public trading market for our H Shares. In addition,
the price and trading volume of our H Shares may be volatile. Factors such as variations in
our revenue, earnings and cash flows may affect the volume and price at which our H Shares
will be traded.

Investors will experience an immediate dilution to their attributable net tangible book
value as the Offer Price of our Shares is higher than our net tangible book value per
Share.

Because the Offer Price of our Offer Shares is higher than the net tangible book value
per Share immediately prior to the Global Offering, purchasers of our Offer Shares in the
Global Offering will experience an immediate dilution to their attributable net tangible book
value of HK$0.95 per Share (assuming an Offer Price of HK$1.63 per Share), or HK$1.08 per
Share (assuming an Offer Price of HK$2.08 per Share). If we issue additional Shares in the
future, purchasers of our Shares may experience further dilution in their ownership
percentage.

Future sales, or market perception of sales, of substantial amounts of our H Shares or
other securities relating to our H Shares in the public market could materially and
adversely affect the prevailing market price of our H Shares.

Future sales by our shareholders of substantial amounts of our H Shares or other
securities relating to our H Shares in the public markets after the Global Offering, or the
perception that these sales may occur, could adversely affect market prices prevailing from
time to time. In addition, Domestic Shares can be converted into H Shares after Listing
subject to relevant laws and regulations and approvals. Please see the section headed
“Information about this Prospectus and the Global Offering—Restrictions on Sale of Offer
Shares” for a more detailed discussion of restrictions that may apply to future sales of our
Shares. After these restrictions lapse, the market price of our H Shares may decline as a
result of future sales of substantial amounts of our H Shares or other securities relating to our
H Shares in the public market, the issuance of new H Shares or other securities relating to
our H Shares, the conversion of substantial amounts of Domestic Shares into H Shares or the
perception that such sales, conversion or issuances may occur. This could also materially and
adversely affect our ability to raise capital at a time and at a price we deem appropriate.

Forward-looking statements contained in this prospectus are subject to risks and
uncertainties.

This prospectus contains certain forward-looking statements and information relating to
us that are based on our management’s beliefs and assumptions. The words “anticipate,”
“believe,” “estimate,” “expect,” “going forward” and similar expressions, as they relate to us or
our management, are intended to identify forward-looking statements. Such statements reflect
our management’s current views with respect to future events and are subject to certain risks,
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uncertainties and assumptions, including the risk factors described herein. Should one or
more of these risks or uncertainties materialize, or should underlying assumptions prove
incorrect, our financial condition may be adversely affected and may vary materially from
those described herein as anticipated, believed, estimated or expected.

Certain facts and statistics in this prospectus relating to the PRC, the Chinese
economy and the PRC power industry derived from official government background
publications may not be reliable.

We have derived certain facts and other statistics in this prospectus relating to the
PRC, the PRC economy and the PRC power industry from various government background
publications or communications with various PRC government agencies that we believe to be
reliable. However, we cannot guarantee the quality or reliability of such source materials.
While our Directors have taken reasonable care in the reproduction of the information, the
information has not been prepared or independently verified by us, the underwriters or any of
our or their respective affiliates or advisers and, therefore, we make no representation as to
the accuracy of such facts and statistics, which may not be consistent with other information
compiled within or without the PRC. Due to possibly flawed or ineffective collection methods
or discrepancies between published information and market practice and other problems, the
statistics herein may be inaccurate or may not be comparable to statistics produced for other
economies and you should not place undue reliance on them. Further, we cannot assure you
that they are stated or compiled on the same basis or with the same degree of accuracy as
similar statistics presented elsewhere. In all cases, you should consider carefully how much
weight or importance you should attach to or place on such facts or statistics.

We strongly caution you not to place any reliance on any information contained in
press articles or other media regarding us and the Global Offering.

Prior to the publication of this prospectus, there has been press and media coverage
regarding us and the Global Offering which may or may not include certain financial
projections and other information about us and the Global Offering that does not appear in our
prospectus. We have not authorized the disclosure of any such information in the press or
media. We do not accept any responsibility for any such press or media coverage or the
accuracy or completeness of any such information. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication.
To the extent that any such information appearing in publications other than this prospectus is
inconsistent or consistent with the information contained in this prospectus, we disclaim it.
Accordingly, prospective investors should not rely on any such information. In making your
decision as to whether to purchase our Shares, you should rely only on the financial,
operational and other information included in this prospectus.
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In preparation for the Global Offering, the Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules and the Hong Kong
Companies Ordinance:

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 and Rule 19A.15 of the Listing Rules, a new applicant applying for
a primary listing on the Stock Exchange must have a sufficient management presence in
Hong Kong. This normally means that at least two of our executive Directors must be ordinarily
resident in Hong Kong. Currently, none of our executive Directors resides in Hong Kong. Since
all of our operations are located in the PRC, we do not and, for the foreseeable future will not,
have a sufficient management presence in Hong Kong. Accordingly, we have applied to the
Stock Exchange for, and the Stock Exchange has granted us, a waiver from strict compliance
with the requirements under Rule 8.12 and Rule 19A.15 of the Listing Rules, subject to the
conditions that, among other things, we maintain arrangements to maintain effective
communication between us and the Stock Exchange. The arrangements proposed by our
Company for maintaining regular and effective communication with the Stock Exchange for the
purpose of Rule 8.12 and Rule 19A.15 of the Listing Rules are:

(i) we will have at least one independent non-executive Director who ordinarily
resides in Hong Kong. The Directors who do not ordinarily reside in Hong Kong
will be readily contactable through the Director who ordinarily resides in Hong
Kong by telephone, facsimile or email;

(i) we have appointed two authorized representatives. One of our authorized
representatives, Ms. LEUNG, Wai Han Corinna (#%1#), ordinarily resides in Hong
Kong. The authorized representatives will act as the principal channel of
communication between the Company and the Stock Exchange. The authorized
representatives of the Company possess valid travel documents and are able to
renew such travel documents when they expire in order to visit Hong Kong.
Accordingly, they will be able to meet with the relevant members of the Stock
Exchange on short notice. The authorized representatives will provide their usual
contact details to the Stock Exchange and will be readily contactable by the Stock
Exchange if necessary. Each of the authorized representatives has means to
contact all members of the Board (including the non-executive Directors and
independent non-executive Directors) at all times and when the Stock Exchange
wishes to contact the Directors on any matters;

(iii) all Directors who are not ordinarily resident in Hong Kong have confirmed that they
possess or can apply for valid travel documents to visit Hong Kong for business
purpose and would be able to come to Hong Kong and meet with the Stock
Exchange upon reasonable notice; each of the Directors has also provided their
respective mobile phone numbers, office phone numbers, e-mail addresses and
facsimile numbers to the Stock Exchange;

(iv) we will retain Hong Kong legal advisers to advise on on-going compliance
requirements and other issues arising under the Listing Rules and other applicable
laws and regulations in Hong Kong after the Global Offering;
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(v) we will retain a compliance adviser acceptable to the Stock Exchange to advise on
corporate finance matters and to act as additional channel of communication with
the Stock Exchange after listing for the period commencing on the Listing Date
and ending on the date on which it complies with Rule 13.46 of the Listing Rules in
respect of its financial results for the first full financial year commencing after the
Listing Date pursuant to Rule 3A.19 of the Listing Rules;

(vi) the compliance adviser shall have access at all times to our authorized
representatives, our Directors and other officers of our Company to ensure that it
is in a position to provide prompt responses to any queries or requests from the
Stock Exchange in respect of our Company and will on a timely basis, pursuant to
Rule 19A.06 of the Listing Rules, inform us of any amendment or supplement to
the Listing Rules that are announced by the Stock Exchange; and

(vii) we will inform the Stock Exchange promptly in respect of any change in our
authorized representatives and compliance adviser.

CONNECTED TRANSACTIONS

We have entered into certain transactions which would constitute continuing connected
transactions under the Listing Rules following the completion of the Global Offering. We have
received from the Stock Exchange a waiver from strict compliance with the announcement
and independent shareholders’ approval requirements set out in Chapter 14A of the Listing
Rules for such continuing connected transactions. Further details of such continuing
connected transactions and the waiver are set out in “Connected Transactions”.

COMPANY SECRETARY

Pursuant to Rule 8.17 of the Listing Rules, the secretary of our Company must be a
person who is ordinarily resident in Hong Kong, has the requisite knowledge and experience
to discharge the functions of a company secretary and is either (i) a member of the
Hong Kong Institute of Chartered Secretaries, a solicitor or barrister (as defined in the Legal
Practitioners Ordinance) or a professional accountant, or (ii) an individual who, by virtue of his
academic or professional qualifications or relevant experiences, is in the opinion of the Stock
Exchange capable of discharging those functions. Rule 19A.16 of the Listing Rules provides
that the secretary of a PRC issuer, such as our Company, need not be ordinarily resident in
Hong Kong, provided that such person can meet the other requirements of Rule 8.17 of the
Listing Rules.

We have appointed Mr. KANG Jian as one of the joint company secretaries. Mr. Kang
is experienced in strategic management, sales management and investor relationship
management and has a thorough understanding of the operation of the Board and our
Company. However, Mr. Kang does not possess a qualification as stipulated in Rule 8.17 of
the Listing Rules and may not able to solely fulfill the requirements of the Listing Rules.
Therefore, we have appointed Ms. LEUNG, Wai Han Corinna (#%1#) to act as another joint
company secretary and to provide assistance to Mr. Kang for an initial period of three years
from the Listing Date so as to fully comply with the requirements set forth under Rule 8.17 of
the Listing Rules.
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Ms. LEUNG, Wai Han Corinna (&) will work closely with Mr. Kang to jointly
discharge the duties and responsibilities as company secretary and assist Mr. Kang to
acquire the relevant experience as required under Rule 8.17(3) of the Listing Rules. In
addition, we will ensure Mr. Kang has access to relevant training and support to familiarize
himself with the Listing Rules and the duties required for a company secretary of a PRC
issuer listed on the Stock Exchange.

We have applied to the Stock Exchange for, and the Stock Exchange has granted, a
waiver under and in respect of Rule 8.17 and Rule 19A.16 of the Listing Rules. The waiver is
valid for an initial period of three years from the Listing Date and will be revoked immediately
if Ms. LEUNG Wai Han, Corinna ceases to provide assistance to Mr. KANG Jian as our joint
company secretary during the three years after the Listing Date. Upon the expiry of such
three-year period, we will re-evaluate the qualifications and experience of Mr. Kang to
consider whether the requirements stipulated in Rule 8.17 and Rule 19A.16 of the Listing
Rules can be satisfied.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus contains particulars given in compliance with the Hong Kong
Companies Ordinance, the Securities and Futures (Stock Market Listing) Rules of Hong Kong
and the Listing Rules for the purpose of giving information to the public with regard to our
Company. The Directors collectively and individually accept full responsibility for the accuracy
of the information contained in this prospectus and confirm, having made all reasonable
inquiries, that, to the best of their knowledge and belief, there are no other facts the omission
of which would make any statement in this prospectus misleading.

APPROVAL OF THE CSRC

The CSRC have given their approval for the Global Offering and the making of the
application to list the H Shares on the Hong Kong Stock Exchange on April 29, 2011. In
granting such approval, the CSRC accepts no responsibility for the financial soundness of our
Company or the accuracy of any of the statements made or opinions expressed in this
prospectus or in the Application Forms.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this prospectus and the Application Forms contain the terms and conditions of the Hong Kong
Public Offering.

The listing of the Offer Shares on the Hong Kong Stock Exchange is sponsored by the
Joint Sponsors. The Global Offering is managed by the Joint Bookrunners. Pursuant to the
Hong Kong Underwriting Agreement, the Hong Kong Public Offering is underwritten by the
Hong Kong Underwriters. The International Underwriting Agreement is expected to be
entered into on or about June 30, 2011, subject to agreement on the Offer Price among us
(on behalf of ourselves and the Selling Shareholders) and the Joint Bookrunners (on behalf of
the Underwriters). If, for any reason, the Offer Price is not agreed among the parties to the
International Underwriting Agreement, the Global Offering will not proceed. Further details
about the Underwriters and the underwriting arrangements are contained in the section
headed “Underwriting”.

RESTRICTIONS ON SALE OF OFFER SHARES

No action has been taken to permit a Hong Kong Public Offering of the Offer Shares or
the general distribution of this prospectus and/or the related Application Forms in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the
purposes of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorized or to any person to whom
it is unlawful to make such an offer or invitation. The distribution of this prospectus and the
offering and sales of the Offer Shares in other jurisdictions are subject to restrictions and may
not be made except as permitted under the applicable securities laws of such jurisdictions
pursuant to registration with or authorization by the relevant securities regulatory authorities
or an exemption therefrom. Each person acquiring the Hong Kong Offer Shares under the
Hong Kong Public Offering will be required to confirm, or be deemed by his acquisition of
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Hong Kong Offer Shares to confirm, that he is aware of the restrictions on offers and sales of
the Offer Shares described in this prospectus. In particular, the Offer Shares have not been
offered or sold, and will not be offered or sold, directly or indirectly, in the PRC.

The Offer Shares are offered for subscription solely on the basis of the information
contained and representations made in this prospectus and related Application Forms, and on
terms and subject to the conditions set out herein and therein. No person is authorized in
connection with the Global Offering to give any information, or to make any representation,
not contained in this prospectus, and any information or representation not contained in this
prospectus must not be relied upon as having been authorized by the Company, the Joint
Global Coordinators, the Underwriters, any of their respective directors or any other persons
or parties involved in the Global Offering. For further details of the structure of the Global
Offering, including its conditions, and the procedures for applying for Hong Kong Offer
Shares, please see the sections headed “Structure of the Global Offering” and “How to Apply
for Hong Kong Offer Shares” as well as the relevant Application Forms.

CERTAIN MATTERS RELATING TO THE HONG KONG PUBLIC OFFERING
Application for Listing on the Hong Kong Stock Exchange

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the
listing of, and permission to deal in, our H Shares, including (i) the H Shares to be issued and
sold pursuant to the Global Offering (including any H Shares which may be issued or sold
pursuant to the exercise of the Over-Allotment Option); and (ii) any H Shares converted from
unlisted foreign Shares held by BEETI and Barclays. Dealings in the H Shares on the Hong
Kong Stock Exchange are expected to commence on July 8, 2011.

Save as disclosed in this prospectus, no part of our share or loan capital is listed on or
dealt in on any other stock exchange and no such listing or permission to list is being or
proposed to be sought in the near future.

H Share Register and Stamp Duty

All of the H Shares issued pursuant to applications made in the Hong Kong Public
Offering will be registered on our H Share register to be maintained in Hong Kong. Our
principal register of members will be maintained by us at our current registered office in the
PRC.

Dealings in the H Shares registered on our H Share register will be subject to Hong
Kong stamp duty. Please see “Appendix VI—Taxation and Foreign Exchange”.

Unless determined otherwise by the Company, dividends payable in Hong Kong
dollars in respect of our H Shares will be paid to the Shareholders listed on our H Share
register, by ordinary post, at the Shareholders’ risk, to the registered address of each
shareholder of the Company.

Professional Tax Advice Recommended

Applicants for the Hong Kong Offer Shares are recommended to consult their
professional advisers if they are in any doubt as to the taxation implications of holding and
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dealing in H Shares. It is emphasized that none of us, the Joint Global Coordinators, the Joint
Sponsors, the Joint Bookrunners, the Joint Lead Managers or the Underwriters, none of their
respective directors, nor any other person or party involved in the Global Offering accepts
responsibility for any tax effects or liabilities of holders of H Shares resulting from the
subscription, purchase, holding or disposal of H Shares.

Registration of Subscription, Purchase and Transfer of H Shares

We have instructed Computershare Hong Kong Investor Services Limited, our H Share
Registrar, and it has agreed, not to register the subscription, purchase or transfer of any
H Shares in the name of any particular holder unless and until the holder delivers a signed
form to our H Share Registrar in respect of those H Shares bearing statements to the effect
that the holder:

(i) agrees with us and each of our shareholders, and we agree with each
shareholder, to observe and comply with the PRC Company Law, the Special
Regulations, and the Articles of Association;

(i) agrees with us, each of our shareholders, Directors, Supervisors, managers and
officers, and each of us acting for ourselves and for each of our Directors,
Supervisors, managers and officers agrees with each of our shareholders to refer
all differences and claims arising from the Articles of Association or any rights or
obligations conferred or imposed by the PRC Company Law or other relevant laws
and administrative regulations concerning our affairs to arbitration in accordance
with the Articles of Association, and any reference to arbitration shall be deemed
to authorize the arbitration tribunal to conduct hearings in open session and to
publish its award, which arbitration shall be final and conclusive;

(iii) agrees with us and each of our shareholders that the H Shares are freely
transferable by the holders thereof; and

(iv) authorizes us to enter into a contract on his behalf with each of our Directors,
Supervisors and officers whereby such Directors, Supervisors and officers
undertake to observe and comply with their obligations to our shareholders as
stipulated in the Articles of Association.

STABILIZATION AND OVER-ALLOTMENT

Details of the arrangements relating to the stabilization and the Over-allotment Option
are set out in the section headed “Underwriting—Stabilization” and “Structure of the Global
Offering—Over-Allotment Option”.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set forth in the section
headed “How to Apply for Hong Kong Offer Shares” and in the Application Forms.
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STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in
the section headed “Structure of the Global Offering”.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi
amounts into Hong Kong dollars, of Renminbi amounts into U.S. dollars and of Hong Kong
dollars into U.S. dollars at specified rates. You should not construe these translations as
representations that the Renminbi amounts could actually be converted into any Hong Kong
dollar or U.S. dollar amounts (as the case may be) at the rates indicated or at all. Unless we
indicate otherwise, the translations of Renminbi into Hong Kong dollars, of Renminbi into U.S.
dollars and of Hong Kong dollars into U.S. dollars have been made at the rate of
RMBO0.83373 to HK$1.00, the PBOC Rate prevailing on June 3, 2011, RMB6.4796 to
US$1.00 and HK$7.7771 to US$1.00, the noon buying rates in New York City for cable
transfers as certified for customs purposes by the Federal Reserve Bank of New York on
June 3, 2011, respectively. Any discrepancies in any table between totals and sums of
amounts listed therein are due to rounding. Further information on exchange rates is set forth
in “Appendix VI—Taxation and Foreign Exchange”.

Rounding

Any discrepancies in any table between totals and sums of the amounts listed therein
are due to rounding.
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THE GLOBAL OFFERING

DIRECTORS

Name

Non-Executive Directors

LU Haijun
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XU Jingfu
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LIU Guochen
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YU Zhongfu
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Executive Director

MENG Wentao
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Address

Nationality

506, Building 19, Wanquanzhuang,
Haidian District, Beijing,
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1904, Building 3, Mudanyuan Beili,
Haidian District, Beijing,

China
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Zhangzizhong Road, Dongcheng District,
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No. Jia 2, Fuxingmennei Nandajie,
Xicheng District, Beijing,

China
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504, Building 50, Haite Huayuan,
Shijingshan District, Beijing,
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No. Jia 2, Fuxingmennei Nandajie,
Xicheng District, Beijing,
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Independent Non-Executive Directors

LIU Chaoan
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SHI Xiaomin

GENB)

101, Gate Unit 1, Building 14, 24
Huangsidajie, Xicheng District, Beijing,
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1M 10198)

203, Unit 4, Building 1, No. 17, Fensiting
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Name

LAU Miu Man

(BERDm) oo

SUPERVISORS

Name

CHEN Yanshan

I

LIU Jiakai

L T

HUANG Linwei
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Address Nationality
7A Ashley Mansion, 10-14 Ashley Road, Chinese
Tsim Sha Tsui, Kowloon, Hong Kong (Hong Kong)
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Address Nationality

1, Gate Unit 3, Building 15, Fucheng Road  Chinese
South, Haidian District, Beijing, China
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No. Jia 2, Fuxingmennei Nandajie, Chinese
Xicheng District, Beijing, China
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19, Bensi Hutong, Dongcheng District, Chinese
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Global Coordinators ...................

Joint Bookrunners
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Goldman Sachs (Asia) L.L.C.
68th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street

Hong Kong

BOCI Asia Limited

26th Floor, Bank of China Tower
1 Garden Road, Central

Hong Kong

Barclays Capital Asia Limited
41st Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

Goldman Sachs (Asia) L.L.C.
68th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street

Hong Kong

BOCI Asia Limited

26th Floor, Bank of China Tower
1 Garden Road, Central

Hong Kong

Barclays Bank PLC (for the International Offering)
5 The North Colonnade

Canary Wharf

London E14 4BB

United Kingdom

Barclays Capital Asia Limited (for the Hong Kong
Public Offering)

41st Floor, Cheung Kong Center

2 Queen’s Road Central

Hong Kong

Macquarie Capital Securities Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central, Hong Kong
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Joint Lead Managers ..........

JointSponsors ...............

Legal advisors to our Company
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Goldman Sachs (Asia) L.L.C.
68th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street

Hong Kong

BOCI Asia Limited

26th Floor, Bank of China Tower
1 Garden Road, Central

Hong Kong

Barclays Bank PLC (for the International Offering)
5 The North Colonnade

Canary Wharf

London E14 4BB

United Kingdom

Barclays Capital Asia Limited (for the Hong Kong
Public Offering)

41st Floor, Cheung Kong Center

2 Queen’s Road Central

Hong Kong

Macquarie Capital Securities Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central, Hong Kong

Goldman Sachs (Asia) L.L.C.
68th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street

Hong Kong

BOCI Asia Limited

26th Floor, Bank of China Tower
1 Garden Road, Central

Hong Kong

As to Hong Kong and United States Laws:
Freshfields Bruckhaus Deringer

11t Floor, Two Exchange Square

8 Connaught Place

Central

Hong Kong
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As to PRC Law:

Tian Yuan Law Firm

10/F, China Pacific Insurance Plaza
28 Fengsheng Hutong

Xicheng District

Beijing, PRC

Legal advisors to the Underwriters ........... As to Hong Kong and United States Laws:
Latham & Watkins
41st Floor, One Exchange Square
8 Connaught Place
Central
Hong Kong

As to PRC law:

Beijing Jun He Law Offices
20/F China Resources Building
8 Jianguomenbei Avenue
Beijing, PRC

Auditors and reporting accountants .......... Deloitte Touche Tohmatsu
Certified Public Accountants
35/F, One Pacific Place
88 Queensway
Hong Kong

Independent property valuer ................. Jones Lang LaSalle Sallmanns Limited
6/F Three Pacific Place
1 Queen’s Road East
Hong Kong

Independent technical consultant . .. .......... Mott MacDonald Limited
Victory House, Trafalgar Place
Brighton BN1 4FY
United Kingdom

Receivingbankers .......................... Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

Bank of Communications Co., Ltd. Hong Kong
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This section of the prospectus contains information relating to China, the PRC
electricity generation industry, the PRC natural gas power industry, the PRC wind power
industry and the global wind power industry. Certain information contained within has
been derived from various official and unofficial sources, including, without limitation,
information obtained from the National Bureau of Statistics of China, China Electricity
Council, WWEA, GWEC, CWEA, Beijing Electric Power Industry Association, EIA and
HydroChina Corporation. None of the reports cited in the prospectus was commissioned
by the Company or its connected persons and/or the Joint Sponsors.

We believe that the sources of this information are appropriate sources for such
information and have exercised reasonable care in extracting, compiling and reproducing
such information from various official and unofficial sources and we have no reason to
believe that such information is false or misleading or that any fact has been omitted that
would render such information false or misleading. No independent verification has been
carried out on such information and statistics by us, the Joint Global Coordinators, the
Joint Sponsors, the Joint Bookrunners, the Underwriters, their respective directors and
advisers or any other party involved in the Global Offering. We, the Joint Global
Coordinators, the Joint Sponsors, the Joint Bookrunners, the Underwriters, their
respective directors and advisers or any other party involved in the Global Offering make
no representation as to the accuracy of such information and statistics.

THE PRC ECONOMY

The PRC is one of the fastest growing economies in the world. From 2001 to 2010, the
nominal GDP in the PRC grew from approximately RMB10,966 billion to RMB39,798 billion at
a CAGR of 15.4%, making the PRC one of the fastest growing economies globally. Since
early 2008, the global financial markets have been affected by a general slowdown of
economic growth both in the United States and globally, substantial volatility in equity
securities markets, and volatility and tightening of liquidity in credit markets. However, partially
due to the PRC Government’s economic stimulus measures in the amount of approximately
RMBA4 trillion, the PRC economy maintained real GDP growth rates of 9.6% in 2008, 9.2% in
2009, and 10.3% in 2010.
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The following table sets forth the nominal GDP and real GDP growth rates in the PRC
for the periods indicated:

Nominal GDP and real GDP growth rates

60,000 16%
50,000 14%
12%
40,000 11.6% 10%
% 10.1% 10.4%
30,000 9.1% 10.0% 8%
8.3% .
20,000 o199 6%
50ss B 153 4%
0 0%
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
I Nominal GDP (RMB Billion) —m— Real GDP Growth Rate Over Preceding Year (%)

Source:  National Bureau of Statistics of China

THE BEIJING ECONOMY

Beijing Municipality is the political, cultural and economic center of China. According to
the China Statistical Summary 2010, as of December 31, 2009, Beijing Municipality had a
population of over 17.6 million, and ranked 13th in terms of GDP per region and ranked 2nd in
terms of Gross Regional Product per capita among all regions in China in 2009.

The table below sets forth the Gross Regional Product per capita for the top 10 regions
in China in 2009.

2009 Per capita

GDP per
Regions region
(RMB)
Shanghai . . ... 78,225
Beijing . ... 68,788
TaN N e e 62,403
NI aNg . . 44,335
JIANGSU .o 44,232
GUANGAONG . o ottt e e 40,748
INner Mongolia . . ... .. 40,225
ShaNdONg . .. 35,796
LiA0NING . . ot 34,898

Source:  China Statistical Summary 2010

THE PRC ELECTRICITY GENERATION INDUSTRY
Historical Development of the PRC’s Electricity Generation Industry

In January 1997, the State Power Corporation (2% % /1A 7l) was established to take
ownership of state-owned power generation assets and virtually all of the high voltage power
transmission grids and local electricity distribution networks in the PRC. The State Power
Corporation (1% #%Ji/~7]) was responsible for the investment, development, construction,
management, operation and ownership of power plants, the inter-connections of

101



INDUSTRY OVERVIEW

interprovincial and interregional electricity grids, and the transmission of electricity across
regions.

As a result of further restructuring of the PRC electricity industry, in December 2002,
the State Power Corporation (%% /122 7]) was reorganized into five large independent power
generation groups, and two major power grid companies, namely the State Grid Corporation
of China (“State Grid”) and the China Southern Power Grid Co., Ltd. (FEF77EHAF,
“Southern Grid”). The State Grid manages the Tibet Power Grid (F9###4), and also owns and
manages five regional power grid companies, which in turn own and operate the
interprovincial high voltage power transmission grids and local power distribution networks in
24 provinces (regions) in the PRC. Southern Grid owns and manages interprovincial high
voltage power transmission grids and local power distribution networks in five provinces
(regions) including Guangdong, Guizhou, Yunnan and Hainan provinces, and Guangxi
Zhuang Autonomous Region. In addition, Inner Mongolia Power (Group) Co., Ltd.
(REEES (M) AREEAR) operates the power grid in West Inner Mongolia.

Pursuant to the reform of the electric power industry, the SERC was established under
the State Council in 2002 to act as a new regulator of the electric power industry. The main
responsibilities of the SERC include administering electric power business permits, monitoring
the quality and standard of power plant production, ensuring fair competition in the electric
power industry and handling electric power market disputes.

Electricity Supply in the PRC

The electricity generation industry in the PRC has experienced significant growth
driven by strong demand. From 2001 to 2010, electricity generation in the PRC has recorded
a CAGR of approximately 12.3%, which was higher than the CAGR of the real GDP of the
PRC of 10.4% in the same period. As at December 31, 2010, according to the SERC, the
PRC had the second highest total installed capacity globally. The following table sets forth
data in connection with the total installed capacity and the total electricity generation in the
PRC for the periods indicated:

1,200 5,000
4,206.5
1,000 4,000
800
3,000
600
2,000
400
1,000

200

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

I Total Installed Capacity (GW) —m— Electricity Generation (TWh)
Sources: 2001-2008 total installed capacity numbers are taken from China Electric Power Year Book, 2009-2010 total installed

capacity numbers are taken from China Electricity Council, and electricity generation figures are taken from National
Bureau of Statistics of China
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The following table summarizes the electricity generation by region in the PRC from
2008 to 2010.

(TWh)

Region 2008 2009 2010

BeijiNg .. 25 25 27
THaNIN . 40 41 56
Hebei . oo 160 176 206
ShaNXi . . 179 187 215
InnerMongolia . ... 206 225 261
LiA0ONINg . . oo 114 119 134
JiliN 53 55 66
Heilongjiang . .. ..o 74 73 79
Shanghai . ... ... 80 78 94
JIaNgSU .o 289 298 350
74 1= 1 =T o 213 225 257
AU 110 133 146
FUjian .« o 109 117 136
JIaNgXi .« o 49 52 64
Shandong . .. ... o 270 287 309
Henan ... 197 207 228
HUbDEI . o 175 180 202
HUNAN . 85 95 110
GUANGAONG . . ettt e et 268 267 316
GUANGXE .« .« vt ettt e e e e e 86 91 103
Hainan . ... 12 14 16
ChoNGQINg . . .ot 40 43 49
SIChUaN . . 124 145 170
GUIZNOU . . . 118 134 132
YUNNAN 104 117 136
TIDet . o 2 2 2
ShaanXi . .. 77 84 103
GaANSU .ttt 69 70 87
QiNghai ... 32 38 47
NiNgXIa . o 46 47 60
XiNJIaNg .o 48 55 65
Total .. 3,451 3,681 4,228

Source:  China Electricity Council
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Electricity Consumption in the PRC

Electricity consumption in the PRC experienced significant growth in recent years
driven by strong GDP growth, significant increases in industrial output and fixed asset
investment. The following table sets forth the volume and percentage growth rates of
electricity consumption in the PRC for the periods indicated.

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

4,500 o s
5 5
4,000 ’ Do, 1% 1%

3,500
3,000
2,500
2,000
1,500
1,000
500
0

12%

9%, 2,837

(TWH)

1,889
1,639

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

mmm Total Societal Electricity Consumption (TWh) Growth Rate Over the Preceding Year (%)

Sources: 2000-2009 total societal electricity consumption figures are taken from China Electric Power Year Book, and 2010
total societal electricity consumption figure is taken from China Electricity Council

Consumption patterns for electricity

Typically, the daily power load experienced by a particular region is not static, but
changes during the day depending on actual electricity usage. While industrial electricity
consumption can be planned in advance, residential and commercial electricity consumption
normally increases during office hours and during the hours around 8 PM, and falls in the late
evenings and early mornings. As a result, with the expansion of residential and commercial
electricity consumption portion, it is expected that for regions with greater residential and
commercial presence, the actual power load would show a more pronounced daily fluctuation
in the form of a greater gap between daily peak and trough consumption.
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As a result of the PRC’s rapid urbanization process, residential and commercial power
consumption as a percentage of total power consumption has been expanding. In fact, in
regions with a relatively lower heavy industry presence, such as Beijing, the gap between the
peak and trough consumption is significantly larger than that of regions with a larger heavy
industry presence, such as Ningxia, Shanxi province and Qinghai province. The following
chart sets forth the maximum gap between the peak and trough power consumption for the
regions indicated in 2008.

Guangxi
Guangdongi
Heilongjiangi
Shanghaii
Jiangxii
Beijing |
Shaanxi |
Fujian |
Guizhou |
Chongqingi
Hainan |
Sichuan |
Zhejiangi
Hubei |
Hunan |
Anhui |
Hebei |
Jiangsui
Jilin |
Tianiin |
Shandongi
Henan |
Xinjiangi

54%
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51%
51%
51%
50%
49%
49%
48%
45%
44%
44%
42%

40%
40%
39%
38%
36%
34%

65%
62%

79%
75%

32%
29%
24%
22%
18%

Liaoning
Gansu |
Qinghai |
Shanxi |
Ningxiai

10%

0% 20% 30% 40% 50% 60% 70% 80% 90%

Source:  China Power Industry Statistic Data Analysis 2009

The increase in the peak load in a region, such as in Beijing, requires power plants
with the ability to cope with frequent power start-ups and to satisfy ad-hoc demand for
electricity dispatch. As such, the development of gas-fired power plants is expected to
increase in areas such as Beijing.

Electricity Generation Structure in the PRC

In China, coal has been the most widely used type of fuel for the generation of
electricity because of the abundant domestic supply of coal reserves and its lower cost
compared to other fuel types. However, there is strong evidence to suggest that coal-fired
power generation generates significant amount of pollution. Therefore, the PRC government
has been diversifying modes of electricity generation by encouraging the development of
power generation facilities using renewable and clean energy sources.
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The following table sets forth the total installed capacity and percentage for each type
of energy source in the PRC during 2010.

Fuel Type For the year ended December 31, 2010
Installed Capacity by Percentage to Total
Fuel Type Installed Capacity
(Gw) (%)
Thermal(t) 706.63 73.4%
HYAro .« .o 213.40 22.2%
Wind ..o 31.07 3.2%
NUClear .. . 10.82 1.1%
Others@ . ... 0.27 0.0%
Total . .. 962.19 100%
Source: 2010 Power Industry Statistics Express (‘4 # 77 T35t 7t R#k(20107F))
Notes:

(1) Thermal includes (but not limited to) coal-fired and gas-fired power
(2) Others include solar power

The Reform Plan for the PRC Electricity Generation Structure

In order to deal with the emerging energy shortage and in response to rising
environmental concerns, the PRC government set forth a number of policies and in its
Eleventh Five Year Plan for National Economy and Social Development in 2005
(B RAS T AAL S g A+ L ALE] “Eleventh Five Year Plan”), with the purpose to save energy
and protect the environment, including setting a target to reduce the energy consumption per
unit of GDP in the PRC by 20% by 2010, and a significant expansion of clean and renewable
energy sources, such as wind, hydroelectric, natural gas, nuclear, other renewable sources
and cogeneration methods.

The table below sets forth the Eleventh Five Year Plan’s target increase in installed
capacity for the power industry in China by fuel type.

Eleventh Five Year Plan

Percentage to Total
Total Incremental Installed Capacity by Incremental Installed

Fuel Type Fuel Type Capacity
(GW) (%)
Coal ... 87.4 53.0
Hydro ... 45.1 27.3
GasS .. 13.6 8.3
Nuclear ....... ... ... . . . i 4.0 2.4
New Energy®M .. ... ... ... . . i 1.0 0.6
Other ... 138.9 8.4
Total ... o 165.0 100.0

Source:  Power Industry Eleventh Five Year Plan and 2020 Development Plan

Note:

(1) According to China National Committee for Terms in Sciences and Technologies, new energy primarily includes wind power,
solar power, biomass power and ocean energy, as well as other non-fossil-fuel-based energy sources.

The Sale and Dispatch of Electricity in the PRC

The power industry in the PRC is a highly regulated industry. Under the Electric Power
Law of the PRC ((F# ARILAIE®E 113%)), which became effective on April 1, 1996, the State
encourages electricity generation companies to be connected to the power grid. Currently, the
majority of electricity generated in the PRC is dispatched by power grid companies. Each
electricity generation company will communicate with respective power grid companies on the
quantity of electricity that it generates to be transmitted to the power grid.
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Currently, China’s nationwide power grid is primarily managed by two power grid
companies, namely State Grid and Southern Grid, each of which owns or manages a number
of regional power grid companies that are responsible for the sale, distribution and
transmission of electricity in their respective regions. Electricity generated by individual power
plants is sold to the regional power grid companies to which they are connected, pursuant to
power dispatch agreements. The regional power grid companies then sell the electricity to
end customers, including residential, commercial and industrial customers.

In 1993, the State Council issued the Regulations on the Administration of Electric
Power Dispatch to Networks and Grids (“Dispatch Regulations”) (&4 #641)), according
to which, electricity dispatch centers, which are subsidiaries of power grid companies, have
been established at various levels (national, inter-provincial, provincial, municipality and
county) to manage the power generation resources within their respective region in China.
Dispatch centers determine the amount of electricity to be produced by each power plant
within their jurisdiction to help ensure a cost-efficient and reliable power supply system by
managing the mix of types of fuel and technology being used.

According to the Dispatch Regulations, dispatching centers must carry out the output
plan made by the State. Each year the NDRC issues a power supply plan for the entire nation
for the following year. Based on the national plan, provincial offices of the NDRC then issue
annual planned output guidelines to each of the power plants operating within their respective
regions and approve new projects accordingly. The plan issued by provincial offices of the
NDRC sets forth the utilization hour targets of different types of power plants. In practice,
dispatch centers of power grid companies may adjust the daily planned output allocated to
power plants based on the actual electricity demand at the time, the stability of the power grid
(and other power providers) and weather conditions. Dispatch centers monitor power
generation companies closely to ensure that they are able to fulfill the planned output
originally allocated to them each year.

On-grid Tariff

Power grid companies enter into power purchase agreements with power generation
companies to purchase their electricity. The on-grid tariff is the tariff that grid companies pay to
power generation companies. In general, the on-grid tariffs for planned output and excess
output are subject to review and approval processes involving the relevant pricing authorities.
Each year, the relevant provincial government agency forecasts the electricity demand in the
region, based on the projected economic growth, to determine the total electricity output.
Pursuant to such estimates, each power generation company and the power purchaser reach
an agreement on the amount of planned output and excess output. Additional output is subject
to the competitive bidding of on-grid tariffs.

The PRC Electric Power Law (<3 ARILRE E J1#%)) sets out the general principles for
determining on-grid tariffs in China. Under the PRC Electric Power Law
(R NRILMENE T13%)), the on-grid tariffs granted to a power generation company are
formulated to provide reasonable compensation for costs as well as a reasonable return on
investment.

In April 2001, a new on-grid tariff setting mechanism for planned output was issued.
This new mechanism is based on the operating term of a power plant as well as the average
cost of technologically advanced power generation unit that was constructed during the same
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period within the same provincial grid network. In March 2005, the NDRC issued new
legislation with respect to the on-grid tariff setting mechanism. Under this new legislation, the
on-grid tariff for individual power plant is determined by the provincial price bureaus based on
various factors, including the number of years such power plant has been in operation. The
rule also seeks to provide reasonable compensation and return to IPPs. In particular,
reasonable return is determined by adding a certain premium to the long-term government
bond yield.

In order to reduce environmental pollution, the NDRC has also provided incentives for
IPPs to install desulphurization equipment.

In 2007, despite further increases in coal price, due to the PRC government’s intention
to suppress inflation, there was no substantial increase of on-grid tariffs and retail power
tariffs, which are the tariffs consumers pay to grid companies.

On July 2, 2008, the NDRC announced the details of an on-grid tariff increase by the
provincial authorities. The national average on-grid tariff increased ranging from RMB17 to
18 per MWh. On August 19, 2008, the NDRC announced a further overall increase in on-grid
tariff ranging from RMB10 to 25 per MWh, averaging RMB20 per MWh (including 17% VAT),
without adjusting the retail tariffs.

On November 20, 2009, the NDRC announced plans to adjust tariff for thermal power.
Effective from November 20, 2009, the average national retail tariff payable by non-residential
users would increase, while the scale of adjustment for each individual region and industry
would vary. According to the announcement made available on the NDRC’s website, the retalil
tariff increase is intended to alleviate profitability margin pressure on grid companies which
resulted when the national average on-grid tariff was increased in 2008 by an average of
RMB20 per MWh, while the retail tariff was not correspondingly adjusted. In addition, the
NDRC also announced plans to increase the benchmark coal-fired power on-grid tariffs in
nine provinces in China by RMB2 to 15 per MWh and decrease the on-grid tariffs in seven
provinces by RMBS3 to 9 per MWh. As part of the NDRC'’s tariff adjustment plans, the NDRC
also plans to increase the tariff surcharges related to on-grid tariffs of renewable energy
sources and the desulfurization equipment-related on-grid tariff subsidies in light of increasing
expenses associated with installation and operation of desulfurization equipment.

On May 27, 2011, the NDRC announced a further tariff increase in various provinces
and municipalities in China to cope with the coal price increase. Accordingly, the on-grid
tariffs for thermal power would increase in these regions while the scope of adjustment varies
by region, ranging from RMB10 per MWh to RMB36 per MWh.

Since 1998, the PRC government has begun to experiment with conducting electricity
sales through a competitive bidding process in several provinces. For conventional thermal
power plants, electricity produced in excess of the planned output will be sold to the grid on a
competitive basis against other plants according to a mechanism known as power pooling.
The power pooling concept has been piloted in eastern China, northeastern China and
southern China. Each day, power plants submit generation capacity and prices for every
15-minute slot of the following day. The grid companies will then select those plants with the
lowest prices and the final on-grid tariff will be the market clearing price. The power pooling
process typically results in a lower selling price than the tariffs received from the electricity
dispatched as part of the planned output.
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In addition, in line with its commitment to energy saving and emission reduction, the
Chinese government has implemented measures against the industries with high energy
consumption by setting forth a punitive electricity pricing system, in order to limit the electricity
use of high energy consumption and high emission enterprises.

In 2006, the NDRC issued the Opinion on Consummating the Differential Electricity
Pricing Policy (CBihsE& 20 BHEBOEMER)), which imposed differential electricity price on the
top eight high energy consumption industries, such as electrolytic aluminum, cement, and
steel. Accordingly, enterprises within the scope of the “restricted” category were subject to an
RMB 0.05 yuan per kWh price premium, whereas that for the “elimination” category was
RMB 0.20 yuan per kWh. Additionally, a punitive electricity price was imposed on enterprises
whose per product energy consumption exceeds its provided standard.

In 2010, the NDRC, SERC and Energy Bureau (fit#)=) jointly implemented the Circular
regarding the Issues on the Cancellation of Preferential Electricity Prices for High Energy
Consumption Enterprises (<B4 i B = FERE 360 E(H 5 MR R)), which further elevated the
electricity price surcharge to RMBO0.10 yuan per kWh and RMBO0.30 yuan per kWh for
enterprises within the “restricted” and “elimination” category, respectively. Moreover, any
preferential electricity pricing policy for high energy consumption enterprises was thereby
cancelled and prohibited in future.

On-grid Tariff for Renewable Energies

The Renewable Energy Law promulgated by the PRC Government on February 28,
2005 and as amended on December 26, 2009 has provided the basic principles for the
on-grid tariff for power project utilizing renewable energy sources, such as wind power, solar
power, hydropower, bio-mass power, geothermal power and ocean power. Under the
Renewable Energy Law, the on-grid tariff for power project utilizing renewable energy sources
shall be determined and published by the relevant department of the State Council taking into
account of various factors, including the economic conditions of different geographic areas,
the types of renewable sources being utilized. Such tariff is also subject to adjustment from
time to time by such department according to the development of the relevant technology.
Moreover, if a public bidding is held, the on-grid tariff for such power projects shall be
determined in accordance with the bidding results, but in no case higher than the above
published on-grid tariff of power projects utilizing the same type of renewable energy.

In 2006, the NDRC set up a pricing mechanism for the on-grid tariff of electricity
generated from different renewable sources. The Trial Measure for the Renewable Resources
Tariff and Cost Sharing (<rIFFAE RENR 5% 7 RS A1 2 H 208 BT 902:)) promulgated by the NDRC
stipulates the following pricing rules: (1) for wind power electricity, the on-grid tariff shall be
set by government guided price, which is determined in the form of bidding; (2) for bio-mass
power electricity, if the on-grid tariff follows the government guided price, the benchmark
on-grid tariff shall be set by the price regulatory authority of the State Council in accordance
with the applicable location, which is calculated by a benchmark on-grid tariff for local coal-
fired power plants, added by a government subsidy of RMBO0.25 Yuan/kWh, which lasts for 15
years since the beginning of operation, and, if the investors of a project were set by bidding,
such project shall follow the government guided price but not higher than the benchmark
on-grid tariff in the applicable location; (3) for solar, ocean and geothermal power electricity,
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the on-grid tariff shall be set by the government, calculated under the principle of reasonable
cost plus reasonable profit; and (4) for hydropower electricity, the pricing mechanism remains
unchanged.

On January 11, 2007, the NDRC has promulgated the Temporary Measures on the
Regulation  of  Additional Income of Renewable Energy Power  Price
(CRI AL REVR TR RN A SR RC B 1T H#%)), which requires provincial power grid companies to settle
the on-grid tariff with power plants using renewable energy sources. Accordingly, the power
grid companies shall settle all electricity power charge and subsidies on a monthly basis
according to their respective electricity purchase agreements, calculated by the actual
quantity of electricity transmitted to the power grid and the on-grid tariff approved by price
regulatory authority of the State Council.

On July 20, 2009, NDRC promulgated the Circular Regarding the Furtherance of
On-grid Pricing Policy of Wind Power (<Eiiit 5% 18 % L BHEBCK A HA)) to further specify the
pricing mechanism of wind power electricity. Accordingly, China is categorized into four wind
resource zones, and all onshore wind power electricity projects in the same zone shall apply
the same standard of benchmark on-grid tariff (VAT inclusive) (RMBO0.51/kWh,
RMBO0.54/kWh, RMBO0.58/kWh or RMBO0.61/kWh, respectively). For wind farms spanning
across more than one province or region, in principle the same on-grid tariff applies, but the
higher benchmark on-grid tariff should be applicable. Moreover, the new on-grid tariff will
continue to be subsidized by on-grid tariff premiums enjoyed by renewable power projects in
general. In the meantime, it is provided that the on-grid tariffs shall remain unchanged under
prior regulations for the wind power projects approved before August 1, 2009, when the
regulation becomes effective. For more details regarding the new pricing policy and the four
wind resource zones, please refer to the section “Regulatory Overview—IIl. Regulatory
Requirements Relating to Renewable Energies—4. Tariff and Cost Sharing Program”.

THE FAVORABLE POLICIES TO CLEAN AND RENEWABLE ENERGY INDUSTRY IN
CHINA

Perceiving the environmental pollution and driven by the demand for sustainable
development, China has been committed to promote utilization of clean and renewable
energy to reduce the emissions from electricity generation. According to Circular of the State
Council regarding Further Intensifying Efforts Ensuring the Achievement of the Objective of
Energy  Saving and Emission Reduction  for  the 11th Five-Year-Plan
(CERFS B B A — 25 oK TAE D AR B “+— 107 HiResiPE A E7@ %)) the PRC government has set
a target of cutting carbon dioxide emissions per unit of GDP by 40 to 45 percent by 2020 from
the 2005 level. In addition, the PRC Government announced its intention to invest
approximately RMB2,000 billion in renewable energy development in Medium to Long Term
Development Plan for Renewable Energy (C(rI A aEd = #EEEI#H])) issued by the NDRC.

The Recommendations from the Chinese Communist Party Central Committee
regarding the Formulation of the 12t Five-Year-Plan for National Economy and Social
Development (<t sl i il B B A8 AL & 85 o+ — R IAE R &25%)) indicate that the PRC
government will continue to support the development of clean energy industry in China.
Accordingly, during the 12t Five-Year-Plan period, which is from 2011 to 2015, the PRC
government will promote the reform of energy production and consumption, with a target to
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create a cleaner energy structure in China and speed up the development of new energy.
Moreover, the PRC government will enhance the development of power grid constructions
during the 12t Five-Year-Plan period, and develop a more technically advanced power grid
system in China. As a result, it is expected that our business operations will benefit from the
above policy, in terms of both a continued favorable policy to clean and renewable energy
business in China, and an expected decrease of the negative impact of grid congestion will
have on China’s wind power industry in recent years. For more details about favorable
policies to renewable energy industry in China, please refer to the sections headed
“Regulatory Overview—IIl. Regulatory Requirements Relating to Renewable Energies”.

NATURAL GAS POWER INDUSTRY IN THE PRC
Advantages of Natural Gas Power

Compared to coal, natural gas is considered a cleaner fossil fuel as it produces a
smaller amount of pollutants compared to coal. The following table sets forth the emission of
air pollutants using various fuel types, based on the same amount of energy generated.

Fossil Fuel Emission Levels—Pounds per Billion Btu of Energy Input

Pollutant Natural Gas Oil Coal

Carbon Dioxide . ... .. e 117,000 164,000 208,000
Carbon Monoxide . ... e 40 33 208
Nitrogen OXides ... ...t e 92 448 457
Sulfur DioXide . ... . 1 1,122 2,591
Particulates ......... .. 7 84 2,744
M rCUNY 0.000 0.007 0.016

Source:  EIAM

Note:

(1) The U.S. Energy Information Administration (EIA) is the statistical and analytical agency within the U.S. Department of
Energy. According to its website, EIA collects, analyzes, and disseminates energy information to promote sound policy
making, efficient markets, and public understanding of energy and its interaction with the economy and the environment.

Moreover, compared to traditional coal-fired power plants, gas-fired power plants are
designed to cope with frequent power start-ups, more capable in satisfying ad-hoc demand
for electricity dispatch.

PRC Natural Gas-fired Power Industry

According to BP Review(), consumption of natural gas in the PRC has increased
significantly from approximately 24.5 billion m3 in 2000 to approximately 88.7 billion m3 in
2009, representing a CAGR of approximately 15.37%. According to the Eleventh Five Year
Plan, the NDRC has set the target to increase the proportion of natural gas out of the total
fuel consumption to 5.3% in 2010, an increase of 2.5 percentage points compared to 2005. At
the same time, the NDRC set the target to decrease the proportion of coal in the total fuel
consumption to 66.1% in 2010, a decrease of 3.0 percentage points compared to 2005.

Note:

(1) BP has been annually publishing the BP Statistical Review of World Energy for 58 years and has provided data on world
energy markets with statistics taken from government sources and published data. BP Review is one of the most widely
respected and authoritative publications in the field of energy economics, used for reference by the media, academia, world
governments and energy companies.

111



INDUSTRY OVERVIEW

According to EIA’s estimation published in its International Energy Outlook 2008, the
installed gas-fired generating capacity in China is expected to grow at an average annual
percent change of 13% from 2005 to 2030.

The Supply of Natural Gas in China

According to BP Review, it is estimated that China had a total of 2.46 trillion m3 of
proven natural gas reserves at the end of 2009, compared with 1.37 trillion m3 in 1999.
China’s total gas production has risen to approximately 85.2 billion m3 in 2009, representing
an increase of nearly 238% compared with 10 years ago. Despite the large increase in gas
production, China has demonstrated the ability to sustain proven natural gas reserve life at
29-35 years over the past five years.

Existing Major Pipelines

In recent years, China has undertaken the construction of a number of major pipeline
projects to support increasing energy consumption. A number of these long-distance pipelines
were transnational projects that extended into neighboring countries such as Turkmenistan,
Kazakhstan, Uzbekistan and Russia. The following tables set forth the major gas pipelines
that have been constructed by China’s oil and gas companies in recent years.

Major Gas Pipelines

Operation Total length

Project name from (km)
Shaanxi-Beijing Gas Pipeline Project Phase |
(1 = 3 1997 1,105
West-East Gas Pipeline Project Phase |
(PTG — L) L L 2004 4,000
Zhongxian-Wuhan Natural Gas Pipeline
(BRI R ARSI . . e 2005 1,375
Shaanxi-Beijing Gas Pipeline Project Phase Il
(e = 2005 935
Hebei-Nanjing Connection Gas Pipeline
(= 7 2005 1,498
Sichuan Gas Pipeline
R A ) L e e e e 2009 2,203
Shaanxi-Beijing Gas Pipeline Project Phase |l
(1 = 2011 896
Beijing
/
Jingbian
Shaanxi

Shaanxi-Jing Gas Pipeline Project Phase | Guangzhou
=== Shaanxi-Jing Gas Pipeline Project Phase Il
= Shaanxi-Jing Gas Pipeline Project Phase Il Hong Kong
== \\Vest-East Gas Pipeline Project Phase |
West-East Gas Pipeline Project Phase Il (Western)
West-East Gas Pipeline Project Phase Il (Eastern)
== Central Asia-China Gas Pipeline

Source: EIA, CNPC
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There are currently two large-scale pipeline projects under construction in China,
namely, the West-East Gas Pipeline Project Phase Il (/5% —4 T#) and the Yulin-Puyang-
Jinan Gas Pipeline (fi-1#-7# 55 45).

The West-East Gas Pipeline Project (Fi%UR#%E 4 T72) is the longest gas pipeline in the
PRC. The West-East Gas Pipeline (Fi%#i%#) is constructed and completed in three
phases. The West-East Gas Pipeline Phase | (Fi%R#i—4 L) was completed in 2004 and
was connected to the Shaanxi-Beijing Gas Pipeline (i RA&%E %) in 2009, and have been
supplying gas to Beijing since 2010. The Phase Il of the West-East Gas Pipeline
(iR % TH) has already reached and been supplying natural gas to Beijing through
Shaanxi-Beijing Gas Pipeline Project (Weat K 5%E 8 TH2) since January 2010.

Pricing of Natural Gas

The pricing of natural gas in China has evolved through three stages historically. From
1957 to 1993, the price of natural gas throughout China was unified and was determined and
approved by the central government. From 1993 to 2005, the central government determined
a price for natural gas as well as a floating price range for companies to use in deciding the
actual sale price. In 2005, the NDRC issued a circular entitled Circular on Reforming the
Factory Price Pricing Mechanism of Natural Gas and Moderately Increasing the Factory Price
of Natural Gas (%58 i Bl 2 Bl oAt KO8 St TR A% T2 1 o) R A0 S0 708 2 oo DR R SR b R ABE A 28R
Under this circular, the government determines an instructed price for natural gas. When
companies determine the final sale price of natural gas, the pricing can be separated into two
categories. For natural gas produced from certain gas field, the final price is determined in
accordance with the instructed price with a 10% float range. For the remaining gas, the price
is determined in accordance with the instructed price; the sale price may not be more than
10% higher than the instructed price, and there is no price floor. Beijing is connected to the
Shaanxi-Beijing Gas Pipeline Project (WatRAFE# L), and the natural gas price is
determined by NDRC, which has been rising gradually during the recent years. For industrial
use city gas, the wellhead price approved by NDRC was RMB1.46 per cubic meter in May
2010.

On-grid Tariff of Gas-fired Power Plants

According to the Provisional Measures for the Administration of On-grid Tariff
(EMEEEIE1THRHE) issued by the NDRC in 2005, the on-grid tariffs for gas-fired power plants
are determined by relevant governmental pricing bureaus. These tariffs should reflect the
production costs plus a reasonable investment return. Consideration factors used by the
pricing bureaus include fuel type, cost structure, economic life of the facilities and applicable
tax rates.

Gas-fired power plants are generally entitled to a higher on-grid tariff than coal-fired
power plants because of the different cost structures and the government policies to stimulate
the use of fuels that are more ecologically friendly. Relevant governmental pricing bureaus
retain the discretion to adjust the tariff in the occurrence of material changes, such as a
dramatic fluctuation in the price of natural gas. Please see the section headed “Regulatory
Overview—IIl. Regulatory Requirements relating to Renewable Energies” for further details.
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Gas-fired Heat and Power Cogeneration Model

As northern China has a huge demand for heat energy during the winters, many power
plants adopt the production model called heat and power cogeneration. Under such model,
part of the steam from the power generator (usually about 350°C) is further utilized to heat the
water in the city’s heat supply network to supply heat energy to residential and industrial
end-users. Alternatively, the steam can be sold to industrial end-users directly, instead of
being emitted into the air. Because heat and energy cogeneration can further utilize the waste
steam, cogeneration plants can achieve a higher energy utilization rate than
non-cogeneration power plants.

Gas-fired cogeneration can achieve a higher power generation efficiency (above 50%),
compared to about 30% for traditional coal-fired power generation, thereby achieving a high
level of equipment utilization and efficiency. Moreover, compared to coal-fired power plants,
gas-fired cogeneration plant has a less complicated engineering structure and does not need
room for waste ashes storage, generally occupying only 30% to 40% of the land usually
required for a coal-fired power plant.

The development of cogeneration power plants are particularly supported by the
government. For instance, the Circular of the Beijing People’s Government Approving and
Forwarding The Opinions on Accelerating the Structuring of Beijing’s Safe, Efficient and Low
Carbon Urban Heating System by the NDRC Beijing Branch (batii ARBUGHLE
T3 J DA 2 BRI PR A A i 2 A v AR ik i S 2 R AT BR S 03 R0)) issued by the Beijing People’s
Government specifically emphasizes the development of cogeneration power plants in Beijing
in future. As at the end of the Eleventh Five-year Plan period, the gas-fired cogeneration
plants in Beijing had a total installed capacity of approximately 2,000 MW, among top cities in
China.

Beijing Natural Gas Power and Heat Energy Supply Industry

As the political, economic and cultural centre in China, Beijing has very strict standards
of energy stability, environmental protection, energy saving and emission reduction, so as to
safeguard and improve energy efficiency, air quality and living standards.

Given its environmentally friendliness, capability to satisfy ad hoc demand, and the
city’s requirement for heat energy in winters, natural gas is well suited to Beijing’'s energy
needs. According to the Circular of the Beijing People’s Government Approving and
Forwarding The Opinions on Accelerating the Structuring of Beijing’s Safe, Efficient and Low
Carbon Urban Heating System by the NDRC Beijing Branch
(KA A R IR L T 3 A 2 I T DR 72 A i 4 2 o AR i 3 i A A 8 AT TR A SR 2 e )) and
Beijing’s Energy Development Achievements during the Eleventh Five-year Plan Period
(CAbmtrs © —17 REIREIRE R U 4)), Beijing has set a target to increase the natural
gas usage to 20% of all energy sources by 2015, and to over 25% by 2020 from the 2009
level of 12.6%. Beijing is planning to develop and construct four major heat and power
centers, i.e. cogeneration plants, in the northeast, northwest, southeast and southwest of the
Beijing metropolitan area respectively. The total installed capacity of gas-fired cogeneration
plants around the Beijing metropolitan area is expected to increase from 1,960 MW as at
August 31, 2010 to 6,860 MW by 2015.
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In addition, according to Notice of Temporary Measures on Management of Subsidies
Funding to Beijing Urban Public Use Enterprises (Bl ENEE AL s i i i 23 F 4 Sk e 68 14 B
Ik RD), natural gas-fired power business is entitled to government subsidies as both
electricity and heat energy are regarded as part of urban public use products. The PRC
government provides relevant financial subsidies through the policy of feed-in tariffs, which
are higher than the on-grid tariff for electricity generated by natural gas-fired power plants.
Please see the section headed “Regulatory Overview—IIl. Regulatory Requirements Relating
to Renewable Energies—5. Designated-Purpose-Subsidy” for further details.

Currently, Beijing Gas Group Co., Ltd. (tmim#is&EMAMRIIEAR), a state-owned
enterprise, is operating as the gas supply agent and is responsible for gas pipeline operation
as well as sale and distribution of gas in Beijing.

Electricity Supply and Demand in Beijing

In line with the rapid economic development and the rising living standards in Beijing,
the annual electricity generation volume has been increased significantly. However, in the
meantime, Beijing’s local power sources cannot satisfy the large demand of electricity in
Beijing. According to China National Power Industry Statistical Bulletin 2009 (&%
TEAHEHR20094E)), in 2009, the total power generation in Beijing was approximately
24.4 TWh, while the electricity consumption was approximately 73.6 TWh, the gap of which
was transmitted from power sources outside Beijing, which shows a strong demand for
additional local power sources in the near future.

WIND POWER INDUSTRY
Advantages of Wind Power

Wind is the fastest growing renewable energy sector in the world due to its cost
advantages, resource availability and the maturity of the technology in comparison to other
types of renewable energy sectors.
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Global Wind Power Demand and Installed Capacity

According to the World Wind Energy Association (WWEA)(), global wind installed
capacity grew at a CAGR of approximately 27.9% from 2007 through 2010, bringing
cumulative installed capacity from 93,927 MW as at December 31, 2007 to 196,630 MW as at
December 31, 2010. The following table sets forth the global wind power installed capacity in
the period indicated as well as its cumulative installed capacity growth rate from 2007 to
2010.

Global wind power market installed capacity and cumulative installed capacity growth
rate for 2007 — 2010

350,000 290

29%
300,000
27%

250,000 %
200,000 196,630
E 159,766 Hafes
150,000 o ora
120,903 Y
100,000 93,927
50,000
0
2007 2008 2009 2010
M Global wind power installed capacity MW addition per year Cumulative MW yoy growth

Source:  World Wind Energy Report 2010 (World Wind Energy Association)

Major Global Wind Power Markets

According to WWEA, Europe, Asia and North America are the top three wind power
markets in terms of total capacity, accounting for 43.7%, 31.1% and 22.5% of total global
capacity respectively in 2010.

Note:

(1) The World Wind Energy Association (WWEA) is a non-profit organization which works for a world energy system fully based
on the various renewable energy technologies, with wind energy as one cornerstone. WWEA acts as a communication
platform for all wind energy actors worldwide, WWEA advises national governments and international organizations on
favorable polices for wind energy implementation and WWEA enhances international technology transfer, a key in the
accelerated dissemination of this clean technology.
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The following table sets forth the world’s top 10 country markets for wind power in
terms of installed capacity in 2010.

Top 10 country markets for wind power in terms of installed capacity in 2010

50,000
45,000
40,000
35,000
30,000

25,000

(MW)

20,000

15,000

10,000

5,000

0
China USA Germany Spain India Italy France UK Canada  Denmark

Source:  World Wind Energy Report 2010 (World Wind Energy Association)

The wind power market has grown rapidly in recent years. The following table sets
forth the increases in installed capacity of the Top 10 country markets in 2008, 2009 and
2010.

Newly installed wind power capacity of the Top 10 countries

21,000
18,023 B 2008
18,000 - ig?z
15’000 13,600
— 12,000
g 9,922
= 9,000 8414

6,298
6,000 5,021
2,460
3,000 <01.880 g 2220
1,650 1 1,544 1527 1737
1,438 § 1259 1010 1114947 949 1170 1,086  ggg 897 1,112 523 950 689
(BN EEERNEEE m i
0 || - W —
A

China us Germany Spain India Ttaly France UK Canada  Denmark

Source:  World Wind Energy Report 2010 (World Wind Energy Association)
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According to Global Wind Energy Council (GWEC)®, the global wind power industry is
expected to grow continuously with the installed capacity increasing at a CAGR of 17.4%
between 2011 and 2015, reaching 448.8 GW in 2015. The following table sets forth GWEC’s
global and regional wind power capacity estimates from 2011 through 2015.

11E-15E
Region 2011E 2012E 2013E 2014E 2015E CAGR
(GW)
Burope ... 96.1 107.1 119.1 132.1 146.1 11.0%
North America .......... ... i, 522 612 712 822 942 159%
ASIa .. 79.1 101.1 1241 148.6 1746 21.9%
Latin America .............. . i 3.5 6.0 95 140 19.0 52.6%
Pacific ...... ... 3.1 3.9 4.9 5.9 74 24.3%
Middle Eastand Africa . ......................... 1.9 2.7 3.9 55 75 41.0%
Total ........... . 235.9 282.0 332.7 388.3 448.8 17.4%

Source:  Global Wind Report 2010 (Global Wind Energy Council)

Wind Power Industry in PRC

The wind power industry in the PRC has grown rapidly in recent years. According to
WWEA, China accounted for approximately 22.8% of the global cumulative installed capacity
of 196,630 MW and was the largest wind power market by installed capacity at the end of
2010. According to WWEA, as at December 31, 2010, the newly installed capacity of wind
power in China reached 18,923 MW, increasing its cumulative installed capacity to
44,733 MW, ranking the first globally in terms of both newly installed capacity and cumulative
installed capacity.

The following table sets out the installed wind power capacity for the periods indicated
in China.

China wind power industry installed capacity (2006 — 2010)

50,000 150%
44,733

45,000 130%

40,000
127% 110%

35,000
105% 107% 1% 0%
30,000 0

: 25,810

25,000 70%

(MW)

20,000 50%

(% increase yoy)

15,000 12,210
30%

10,000 5912

5,000 2,599 10%

0 I
2006 2007 2008 2009 2010

-10%

m Cumulative installed capacity (MW) % increase yoy

Source:  World Wind Energy Report 2010 (World Wind Energy Association)

Note:

(1) Global Wind Energy Council (GWEC) was established in 2005 to provide a credible and representative forum for the entire
wind energy sector at the international level. The members of GWEC are both national wind industry associations and
companies working in the industry.
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The PRC Government has also adopted several preferential policies to encourage the
development of the wind power industry. In August 2007, The NDRC issued its Medium and
Long-Term Development Plan for Renewable Energy (CFITSEREIRFRI#EELE)). This plan
sets out the targets for renewable energies up to 2020, with a 10% contribution to total energy
consumption by 2010 and 15% by 2020. This plan also sets a target for wind energy capacity
to reach 30 GW in 2020. Additionally, this plan includes a “mandated market share” policy,
which sets targets for electricity from non-hydro renewable sources at 1% by 2010 and 3% by
2020. As electricity generated from photovoltaic and biomass is likely to be modest given its
current rate of development, achievement of this aggressive target will likely rely heavily on
wind power.

The Chinese wind power market has a significant potential for growth. According to
Chinese Wind Power Industry Development and Future Trends Research by the Chinese
Wind Energy Association (CWEA)(), China’s installed wind power capacity is expected to
increase to 165 GW under conservative estimates, 248 GW under moderate estimates and
345 GW under optimistic estimates by 2020.

China has abundant wind energy resources with significant development potential.
According to the Medium and Long-Term Development Plan for Renewable Energy, the
technically exploitable wind resources on land amount to 300 GW. Including offshore wind
resources, the total exploitable wind resources could reach 1000 GW.

The Medium and Long-Term Development Plan for Renewable Energy
(CrTFEREIR PR W19 HLED)) identifies Northern China and the South-Eastern coastal areas as
having high potential for wind energy development in the PRC. Additionally, some parts of
inland China having lakes or other special topographic conditions also have abundant wind
energy resources. The most abundant wind resources in Northern China include the regions
of Inner Mongolia, Jilin, Liaoning, Heilongjiang, Gansu, Ningxia, Xinjiang and Hebei. The most
abundant wind resources along coastal areas and offshore are found in Shandong, Jiangsu,
Zhejiang, Fujian, Guangdong, Guangxi and Hainan.

The following table sets forth the estimated wind resources in selected provinces in the
PRC in 2009.

China’s Wind Resources in Selected Provinces

Technically exploitable

Province wind resources
(GW)
InnerMongolia . . ... o =150
XN IaNg . >100
GANSU . o ottt >100
Hebei . .. >40
JIANGSU . o e >10
JilN o >10

Source:  Chinese Renewable Energy Industries Association

Note:

(1) Chinese Wind Energy Association (CWEA) was established in 1981 and is a non-profit organization officially registered with
China’s Ministry of Civil Affairs and was approved by China’s Ministry of Science and Technology and Chinese Association
for Science and Technology in 2002. CWEA is a member of World Wind Energy Association.
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The uneven distribution of wind resources in China has influenced where wind power
capacity will be installed in each province. Areas with abundant wind resources are largely
located in coastal and offshore areas and Northern China. As shown in the table below, Inner
Mongolia, Hebei and Liaoning are the most developed areas in terms of wind power
production. The following tables set forth China’s wind power installed capacity by province as
a percentage of the nationwide total as at December 31, 2010, and China’s wind power gross
power generation by province as a percentage of the nationwide total in 2010.

Wind power installed capacity in Wind power gross power generation in
the PRC by province in 2010 the PRC by province in 2010

Zheiang
Otners Guangdon
i / K Ningxia 2 ‘?% g 0.9% Others

Ningxia  1.6%
2.9% \ e 2.5% N\ 4.2%
Guangdong »
24% T 2ugé}ﬁ\

XTJf/ng Inner Mongolia Gansu .

' 32.2% 4.2% Inne;g/lg;goha
Jiangsu Juangsu 8%

e /‘ 4.6%

Shandong Xlnjlang

51% 4.6%
Hellongjlang Shandong
5.3%
Gansu Hebei Hellongjlang
71% 12.0%
Jilin Jilin neie/l

7.1% Liaoning 6.6% Liaoning
9.9% 9.4%

Source: 2010 Power Industry Statistics Express (2 & 71 L5l R4 (20107F))

According to the HydroChina Report, China Guodian Corporation (425 #E4E # 2 7]),
China Huaneng Group (R4 A R), China Datang Corporation (HEIRE4H 22 Fl), Guohua
Power  (TEIH#ERFERMGAMRARNEE > ~7), China  Guangdong  Nuclear  Power
(TR E R EEEAR A R), China Huadian Corporation (TE#E&£MEAF), China Power
Investment Corporation (1'% h# &% M A F), and BEIH (ALataelisE (%) ARAF) are the top
eight wind farm operators in the PRC, accounting for 66.4% of 2010 cumulative connected
wind power capacity in the PRC.

Fujian Zhejiang
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The table below sets forth the top wind farm operators in the PRC and their respective
market share as at the end of 2010. According to the below table, the Group was the eighth
largest wind farm operator in China in terms of connected capacity as at the end of 2010.

Consolidated wind

power Market share of
connected capacity China’s
at December 31, total wind power
2010 connected capacity
Company( (Mw) (%)@ Wind farm operating regions
China Guodian C orporation
(PRI EEEAR) oo 8,001 20.9% Inner Mongolia, Liaoning, Jilin,
Heilongjiang, Gansu, Xinjiang,
Hebei, southeast coastal
provinces
China Iiggnenl%[Group
(PEEERE I AR) .. L 4,874 12.7% Inner Mongolia, Liaoning, Jilin,
Shandong, Guangdong, Yunnan,
Hebei, Xinjiang, Hainan
China Datang Corporation
(PEORBEREAT) oo 4,403 11.5% Inner Mongolia, Liaoning, Jilin,
Heilongjiang, Hebei, Henan,
Gansu, Shandong, Shanghai
Guohua P
EPI%'%F% ﬁﬂx{%ﬁﬁﬁ"ﬁ
[ 32 . F7 53 /A 1) I 2,084 5.4% Guangdong, Jiangsu, Hebei,
Shandong, Inner Mongolia,
northeast China
China Guan dor)é Nuclear Power
(PEERZEREGRAA) .. 1,873 4.9% Inner Mongolia, Jilin, Gansu
China Huadian Corporation
(PRIEEREEAR) oL 1,840 4.8% Inner Mongolia, Xinjiang,

Liaoning, Heilongjiang, Hunan,
Shandong, Hebei, Ningxia
China Power Investment
Corporation
(PEIESHREEREAR) ... 1,286 3.4% Inner Mongolia, Gansu, Liaoning,
Ningxia, Jiangsu

BEIH
dbatrelasts (L) ARA ) 1,081 2.8% Beijing, Inner Mongolia, Liaoning

Hebei Constructlon & Investment
Grou ;E_}ﬂ LA A% A

ARFAEAT) oo 1,004 2.6% Hebei
China Resources Power
CEMENERARAR) ... ... 872 2.3% Guangdong, Shandong, Hebei,
Gansu, Inner Mongolia
Others ....... ... ... 10,964 28.6%
Total ......................... 38,280 100.0%

Sources: The HydroChina Report, company information

Notes:

(1) English names of the companies are provided for identification purpose only.

(2) Market share is calculated based on the 2010 total connected capacity statistics from the HydroChina Report.
(3) All wind power connected capacity of BEIH is operated by us.

Overview of offshore wind power market
Global offshore wind power market

The development of offshore wind power projects globally has evolved slower than
onshore projects due to larger required capital expenditures and the older generation models
suffered from higher operational and maintenance costs. However, offshore wind energy
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technology continues to mature and is set to become one of Europe’s main development
strategy for its future wind power market.

According to WWEA, in 2010, of the total global cumulative wind installed capacity of
196,630 MW, offshore wind installed capacity was only 3,118 MW, representing
approximately 1.6% of the total global wind installed capacity.

China offshore wind power market

China’s offshore wind power is still in its infancy, but possesses high growth potential
with an abundance of offshore wind resources. According to preliminary estimates by the
China Meteorological Administration, China has around 200 GW of offshore wind power
resources available for development.

Compared to onshore, China’s offshore wind farms require higher initial investment,
but have long-term advantages such as lower per unit operating cost®, longer wind turbine
life expectancy, higher generation capacity and more stable supply. In addition, offshore wind
power generation does not consume valuable land resources and could be sited closer to
coastal load centers. Offshore wind power generation can also effectively address the issue
of long-distance transmission faced by onshore wind power generation and hence reduce the
grid transmission limitations for wind power.

In January 2010, the National Energy Administration (“NEA”) issued a circular to a
number of coastal provinces requiring them to trial offshore wind farm concession projects. In
May 2010, the NEA officially launched the first round of concession tendering for offshore
wind farm and invited large-scale wind farm Chinese operators across the country to bid for
four offshore concession wind farm projects (total capacity of 1,000 MW). These four wind
farm projects were located near the coast line of Jiangsu province, which has among the
richest offshore wind energy resources in the country.

(1) Operating cost excluding depreciation
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Our operations of gas-fired power, wind power and hydropower are all subject to
policies of the PRC government, the relevant laws and regulations of the PRC and the
regulation by the relevant governmental departments. These laws and regulations govern a
wide range of areas including, among others, project approvals, power generation,
transmission and dispatch, on-grid tariffs and environmental protection and safety. In addition,
our operations are subject to taxes and other fees in the PRC and the general laws and
regulations without industry-specific requirements, such as those governing foreign
investments and foreign exchange issues.

I. PRINCIPAL REGULATORY AUTHORITIES

1. The State Council, the supreme administrative power of the PRC, has the power to
approve certain special production and investment projects contained in the Decision of the
State Council on Reforming the Investment System (CEI#spekitE& Bk EMHRE)) or the
Guideline Catalog for Adjustment of Industrial Structure (<745 RSB H £6)).

2. The National Energy Commission (% #t##Z% 8%). The General Office of the State
Council issued on January 22, 2010 the Notice on the Establishment of the National Energy
Commission (Guo. Ban. Fa. [2010] No.12) (CBBOZBZAENRZ B &R (BB [2010]1255) )),
which declared that the National Energy Commission was founded from that day. The premier
of the State Council is the director of the Commission, a vice premier is the vice director, and
the ministers of the relevant ministries and heads of other relevant departments of the State
Council are the members of the Commission. According to the Notice, the Commission is
responsible for determining the State’s energy development policies, reviewing the material
issues regarding the energy safety and the energy development, and coordinating major
events in domestic energy development and international cooperation.

3. The National Development and Reform Commission (NDRC) and provincial DRC
are responsible for:

(1) Determining and implementing major policies concerning China’s economic and
social development;

(2) Reviewing and approving investment projects at certain scale of investment or of
certain special industrial categories;

(8) Formulating and promulgating and assisting in implementing industrial and
investment policies for the renewable energy industry such as solar power
generation, hydropower and wind power;

(4) Promulgating regulations and rules in connection with the operation of power
plants;

(5) Setting power tariffs and accepting and approving CDM projects;
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4. The National Energy Administration (2%t /%), a national administration under the
NDRGC, is principally responsible for:

(1)

()

3)

(4)
()
(6)

(7)

Researching domestic and oversea the status of development and usage of
energies, proposing energy development strategy and major policies;

Researching and drafting energy development plan and giving suggestion on
system reform;

Regulating the sectors of petroleum, natural gas, coal and electric power among
others, directing the local development of energy resources;

Proposing measures for saving energy and developing new energies;
Managing the national petroleum storage;

Implementing, coordinating and managing governmental cooperation with foreign
countries;

Doing routine work for the general office of the National Energy Commission.

5. The State Electricity Regulatory Commission (SERC) and local electricity regulatory
authorities are mainly responsible for:

(1)

(@)

(8)

Researching and drafting laws and regulations, as well as relevant amendments,
on regulation of electricity industry, formulating regulatory rules for the sector; and
setting rules for electricity market operations;

Regulating the operation of electricity market, maintaining market order, and
ensuring a level-playing field;

Regulating electricity transmission, distribution and non-competitive power
generation businesses;

Participating in setting, and inspecting and supervising the implementation of,
technical and safety standards, quantitative and qualitative codes for electricity
industry,

Issuing and administering power business licenses;

Supervising and inspecting the implementation of environmental protection laws,
regulations, policies and standards in electricity sector in conjunction with relevant
authorities of environmental protection;

Supervising and inspecting relevant tariff levels;

Investigating into violations of laws and regulations by participants in the electric
market, and handling disputes among them, in accordance with the relevant laws
and regulations.
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6. The MOFCOM, which, together with the NDRC and the Ministry of Finance (MOF),
encourage energy saving and reasonable development and utilization of renewable energy
through tax incentives and providing funds for the development of renewable energy.

7. The State Administration of Work Safety (SAWS), which together with the local work
safety authorities, is responsible for supervising and managing work safety in power
generation operations and project construction, and formulating work safety regulations.

8. The Ministry of Environment Protection (MEP), which is responsible for the
supervision of environmental protection and monitoring of the PRC’s environmental protection
system at the national level.

9. The State Administration of Taxation (SAT), which is responsible for promulgating
and implementing tax policies and regulations.

10. State-owned Assets Supervision and Administration Commission of People’s
Government of Beijing Municipality, which is authorized by Beijing Municipal Government to
perform the functions as an investor on its behalf, and controls and directs BEIH, our
controlling shareholder, therefore it may impose important influence over us.

Il. OVERALL REGULATORY SCHEME AND GUIDELINES FOR THE POWER INDUSTRY
IN THE PRC

The Electric Power Law of the People’s Republic of China (“Electric Power Law,”
(e NRILAE S 1195)) adopted at the 17t Meeting of the Standing Committee of the 8t
People’s Congress of the PRC and effective as of April 1, 1996 and the Electric Power
Regulatory Ordinance (&L 1)) adopted at the 80th executive meeting of the State
Council on February 2, 2005 and effective as of May 1, 2005 provide for the overall regulatory
framework of the PRC power industry and the guidelines for the industry. One of the purposes
of the Electric Power Law is to protect the legitimate interests of investors, operators and
users and to ensure the safety of power operations. The Electric Power Law also states that
the PRC government encourages and regulates domestic and foreign investment in the
power industry. The Electric Power Regulatory Ordinance (& /154 #6f)) sets forth regulatory
requirements for many aspects of the power industry, including, among others, the issuance
of Electric Power Business Permit ((GE713€85# m#)), the regulatory inspections of power
generators and grid companies and the legal liabilities for violations of the regulatory
requirements.

At present, the Check-Compliance-Approval System (#if#l, under which the
governmental authorities check whether a project meets the published requirements, if so, the
governmental authorities must approve the project) is applied with respect to the electric
power industry, particularly, non-governmental-funded electric power generation projects.
Under the Decision of the State Council on Reforming the Investment System
(s B B i BB Rl Sk 1 e )) promulgated and effective as of July 16, 2004, electric power
investment projects are subject to the Check-Compliance-Approval by the State Council or
other relevant investment administration authorities. Under the Check-Compliance-Approval
System (#iEfil), the power of the government to approve investment projects are set forth in
the Catalog of Investment Projects Subject to Check-Compliance-Approval approved and
promulgated by the State Council.
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1. Check-Compliance-Approval of Electric Power Projects

Under the Decision of the State Council on Reforming the Investment System
(CEEs pe i BUE R S e E)) and the Catalog of Investment Projects Subject to Check-
Compliance-Approval by the Government ((EUfEHESEIEH Hik)) 2004 attached to it, for
hydroelectric projects, power projects on major rivers and hydropower projects with the total
installed capacity of 250,000 kilowatt or more shall be subject to the approval of the competent
investment administration departments of the State Council, and other projects shall be subject
to the approval of the competent investment administration departments of local governments;
steam power projects shall be subject to the approval of the competent investment
administration department of local governments, except that coal power projects shall be
subject to the approval of the competent investment administration department of the State
Council; wind power projects with total installed capacity of 50,000 kilowatt or more shall be
subject to the approval of the competent investment department administration of the State
Council, and other projects shall be subject to the approval of the corresponding department of
local governments.

2. Electric Power Business License ({1 3£ 3l & ))

The SERC issued on October 13, 2005 the Provisions on the Administration of Electric
Power Business Licenses (the “Provisions on Licenses”) ((FEJi8aFrIaEHEE)), which
provides that the market access license system is applied to the electric power industry in the
PRC, and the Provisions on Licenses took effect on December 1, 2005. Under the Provisions
on License, unless otherwise provided by the SERC, any company or individual in the PRC
may not engage in any electric power business (including power generation, transmission,
dispatch and sale) without holding an electric power business license issued by the SERC;
where an enterprise don’t hold an Electric Power Business License, but unlawfully engages in
any electric power operations, it will be subject to administrative penalty, and where such
violation constitutes a criminal offense, it will be subject to criminal liabilities according to law.
The Electric Power Business License is applied to three kinds of operations: power
generation, transmission and supply, and its valid term is 20 years. The SERC has the power
to issue and regulate electric power business licenses. Under the Provisions on Licenses, any
enterprise that applies for an Electric Power Business License for Power Generation
(BEEXF AT E) shall meet the following requirements: the construction of its power generation
project has been approved by the relevant administrative authority; its power generation
facilities have the corresponding capability; and its power generation project meets the
relevant provisions on and requirements for environmental protection. According to the Notice
on Acceleration of the Issue of Electric Power Business Licenses
(BRI I b sE 7 SE s wr T s 8% T AR A9 A1) issued by the SERC, power plants which were
constructed and went into operation after December 1, 2005 and the construction of all power
generation projects had been completed before July 31, 2006 must obtain an electric power
business license applicable to power generation companies by the end of 2006; the
construction of those power generation projects was completed after August 1, 2006 and
those newly constructed power generating projects shall obtain a electric power business
license for its newly constructed projects as well as its existing projects within three months
from the commencement of operation of the projects.
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3. Dispatch

All electric power generated in China is dispatched through power grids, except for
electric power generated by facilities not connected to a grid. Dispatch of power to each grid
is administered by dispatch centers. Dispatch centers are responsible for the administration
and dispatch of planned output of power plants connected to the grid. Dispatch centers shall
comply with the Regulations on the Administration of Electric Power Dispatch to Networks
and Grids (CEMSEEHME), the “Dispatch Regulations”) issued by the State Council,
effective on November 1, 1993, and the Rules for the Implementation of the Regulations on
the  Administration of Electric Power Dispatch to Networks and Grids
(CEA R BRI B RS ), the “Rules for Implementation”) issued by the former Ministry of
Electric Industry and effective on October 11, 1994.

Pursuant to the Dispatch Regulations and the Rules for Implementation, the operation
of the grid shall be carried out on the principles of “centralized dispatch” and “decentralized
management”. Dispatch centers are established at five levels: the national dispatch center,
the dispatch centers of the interprovincial power grid, the dispatch centers of the provincial
power grid, the dispatch centers of the power grid of municipalities under provinces and the
dispatch centers of the county power grid. The dispatch centers of the interprovincial power
grid and of the provincial power grid shall, based on the plan made and issued by the central
government, the relevant power supply agreements and the access to grid agreements, and
the capacity of the grid equipment, formulate annual power generation and supply plan for the
region which they cover, and shall file the power generation and supply plan to the SERC.

Under the Interim Measures for the Promotion of Openness, Equity and Justice in
Power Dispatch (CEE:&BIMEERE ITEARM ~ A°F - AIEME THRE)) issued by the SERC and
effective as of January 1, 2004, dispatch centers shall, pursuant to the power purchase and
sale agreements and the access to grid and power dispatch agreements, formulate a dispatch
plan, adopt appropriate operation method, enhance the economic return and social benefit of
the operation of the grid, all subject to the overall requirement of the operation of the grid.

4. On-grid Tariff

The Electric Power Law has set forth the general principles for the determination of
power tariffs. Tariffs are to be formulated to provide reasonable compensation for costs and
reasonable return on investment, to share expenses fairly and to promote the construction of
power projects. The on-grid tariffs for planned output and excess output are subject to the
annual review and approval process by the NDRC and the provincial pricing bureaus.

With respect to distribution of the power to set on-grid tariff, the Electric Power Law
provides that the on-grid tariff of the interprovincial grid or the provincial grid shall be primarily
determined jointly by the relevant power generation enterprises and the operators of the grid
through consultation, but shall be subject to the approval of the relevant administration
departments of the State Council; and the on-grid-tariff of independent grid shall be primarily
determined jointly by the relevant power generation enterprises and the operators of the grid
through consultation, but shall be subject to the approval of the relevant price administration
authority.
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In addition to the relevant provisions in the Electric Power Law, the State Council
approved in July 2003 the Power Tariff Reform Plan (CEfEECETI%)) (the “Reform Plan”),
which states that the long-term objective of the power tariff reform is to establish a sound and
transparent on-grid tariff-setting mechanism.

The NDRC issued on March 28, 2005 the Provisional Measures for the Administration
of On-grid Tariff ((L#EEEHE1THEL)), which took effect as of May 1, 2005 and provides for
regulatory guidance for the Reform Plan. For power plants within the regional grids that have
not implemented competitive bidding tariff-setting mechanisms, on-grid tariffs will be set and
announced by relevant pricing administration authorities based on production costs plus a
reasonable investment return. For power plants within the regional grids that have
implemented competitive bidding tariff-setting mechanisms, on-grid tariffs are two folds: (i) a
capacity grid tariff determined by the pricing administration department based on the average
investment cost of the power generators competing within the same regional grid and (ii) a
competitive tariff determined through the competitive bidding process; enterprises of such
new and renewable energies as the wind and geothermal power are permitted not to
participate in the market competition for the time being, and the electric power produced by
them shall be purchased by grid enterprises in priority at the price fixed by government or at
the bidding price, and the government will determine the proportion of electric quantity of new
and renewable energies to the sold electric quantity of an electricity supplying enterprise in
good time and establish a dedicated competitive market for new and renewable energies.

Under the Regulations on the Power Generation by Using Renewable Energies
(CrrHAREEEAREHME)) issued by the NDRC and effective as of January 5, 2006, the
on-grid-tariff of the power generated by using renewable energies shall be determined by the
pricing administration department under the State Council according to the categories of the
renewable energies and the regions where the plants are located and on the principle of
reasonable economy and the principle that the development and usage of the renewable
energies shall be enhanced, and shall be adjusted from time to time according to the
development status of the technologies of the development and use of the renewable
energies.

lll. REGULATORY REQUIREMENTS RELATING TO RENEWABLE ENERGIES
1. Overall Regulatory Scheme

The Outline of the Development of New and Renewable Energies
(Crraedsmn ] 4 RE VR EE AT 20)), effective as of January 5, 1995, provides that the principle for the
development of the energy industry in the PRC is to save energy, to enhance the efficiency of
the use of energy, and to substitute clean energy as much as possible for mineral fuel of high
carbon.

The Law of the People’s Republic of China on Saving Energy
(A RILRE Hi A AEVR %)) adopted by the Standing Committee of the Eighth National People’s
Congress on November 1, 1997 was amended on October 28, 2007. The law as amended
took effect as of April 1, 2008. According to the law, saving energy is a fundamental policy of
the PRC.

The Renewable Energy Law of the PRC ((F#: A RILFE AT A4 fEUH%)) was promulgated
on February 28, 2005 and came into effect on January 1, 2006. The Amendment to the
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Renewable Energy Law of the PRC was adopted at the 12th Meeting of the Standing
Committee of the 11th National People’s Congress on December 26, 2009, which provides for
the regulatory framework for the development and use of renewable energies. Renewable
energy includes wind energy, solar energy, hydropower, biomass power, geothermal energy,
ocean energy and certain other types of non-fossil energy. It is stated in the law that PRC will
first develop and use renewable energies and enhance the development of the market of
renewable energies through setting overall target for the total quantity of renewable energies
developed and consumed and other relevant measures.

The Guiding Catalog for the Development of Renewable Energy Industry (CrlfiA:
RETRE B R H #%), the “Catalog”) issued by the NDRC on November 29, 2005 sets forth 88
types of renewable energies covering wind power, solar power, biomass power, geothermal
energy and ocean energy and water power the project of which may be entitled to preferential
tax treatment or designated funding if other requirements are satisfied. For projects of the
energies listed in the Catalog which are worth being popularized, the relevant departments of
the State Council will set down preferential treatment in respect of technical development,
project demonstration, taxation, pricing, marketing and sale, import and import among others.

2. Project Approval

Under the Decision of the State Council on Institutional Reforming the Investment
System (CEIFs b B it £ Bl 1k 5E D)), the Interim Measures on Examination and Approval of
Enterprise Investment Projects ((ib3(#EHAZMEL L)) and the Interim Measures on
Administration of Examining and Approving Foreign Invested Projects
(CGhratEHE H M 1T B )), before commencing construction, a renewable energy power
generation project must obtain requisite permits and government approvals, which include
approvals related to pre-approval views of the project construction sites, environmental
impact assessment, project approvals and construction permits.

The Provisions on the Administration of Power Generation from Renewable Energy
(CrIAREIR I A B HAE)), effective on January 5, 2006, provides that hydropower projects
on major rivers and projects with the total installed capacity of 250 MW or above and wind
power projects with installed capacity of 50 MW or above is subject to the approval by the
NDRC, other power generation projects is subject to approval by the provincial DRC and a
report on such projects shall be filed with the NDRC. Filing with and approval by the NDRC
are required for other renewable projects including biomass, geothermal, oceanic and solar
power projects if the owners of such projects apply for supports of government policies and
funding.

On January 22, 2010, the National Energy Administration (2% fEli)=) and the State
Oceanic Administration (2% )5) jointly promulgated the Interim Measures for Management
of the Development and Construction of Offshore Wind Power Projects
(i b\ B B S B AT R%)), which stipulates that offshore wind power projects are the
projects located at sea areas where the coastal line is below the average level of spring tide
and high tide over a multiple year period, which includes projects located on deserted islands
in the corresponding sea area. The National Energy Administration is responsible for the
management of the development and construction of offshore wind power projects at the
national level. The Provincial (regional, municipal) Energy Administration of the coastal
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province is responsible for the management of the development and construction of offshore
wind power projects within its administration under the direction of National Energy
Administration. The enterprises engaged in the development and investment of the offshore
wind power projects will be selected through a tender process on a priority basis, the tender
conditions of which should be the network electricity price, the project plan, the technical
competence and the business performance. Such enterprises shall be Chinese funded
enterprises or Sino-foreign joint venture enterprises controlled by Chinese investors (with
equity interest of above 50.0%). In addition, offshore wind power projects shall not commence
construction until approvals of such projects and the right to use such sea area has been
obtained.

On August 31, 2007, the National Development and Reform Commission
(FxFEMAEFZEE) promulgated the Medium and Long-term Development Plan of
Renewable Energy ((rIftaeditRIEEEMED), which provides that for the purpose of
accelerating the development of solar power technology and doing a good job in strategic
reserve of solar technology, the PRC would establish large scale solar photovoltaic and solar
thermal power plants, by 2020, the PRC planned to increase its cumulative solar photovoltaic
power capacity to 200MW, and the solar thermal power capacity to 200MW.

According to the Medium and Long-term Development Plan of Renewable Energy
(TR PRI ESED), China planned to build waste-to-energy power plants in the
economic developed area with rare land resources, the key areas include the cities under the
governance of the Central Government, the cities at provincial level, the costal cities, the
tourist cities and the cities near major streams and lakes. By 2010, the aggregate installed
capacity of power generation based on waste-to-energy would be 500MW and further, by
2020, the aggregate installed capacity of such power generation would be 3GW.

3. Mandatory Purchase and Dispatch Priority

Under the Renewable Energy Law, the Provisions on the Administration of Power
Generation from Renewable Energy (I fAERENR 8 A B4 2ELE)) and the Regulatory Rules for
the Purchase by Grid Enterprises of All Electric Power Generated from Renewable Energies
(CEMM SRR AR R EEINEL)) effective as of September 1, 2007, mandatory
obligations shall be imposed on grid companies to purchase all the electricity generated from
renewable energy projects that are within the coverage of their grids, and to provide grid-
connected services. In addition, the SERC and its local branches should supervise grid
companies’ performing their mandatory purchase obligation and grid-connection obligations
under the Renewable Energy Law. Grid companies that fail to satisfy these obligations may
be penalized. The SERC may also determine a time limit within which the grid companies
must compensate the losses incurred by such renewable energy enterprise and remedy their
failure, otherwise they may be given a fine not exceeding the amount of the losses suffered
by such renewable energy enterprise.

On August 2, 2007, the State Council approved the Measures for the Dispatch of
Energy Saving Power (For Trial) (¢HifE3®E#E % (147))), which is designated to improve the
efficiency in use of natural resources and encourage energy savings to achieve sustainable
development. The Measures cover all power generation units which have access to the grid.
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Pursuant to the Measures, power generators are able to enjoy the highest dispatch priority if
they use renewable energy including wind, solar and tidal power.

Pursuant to the Measures for the Dispatch of Energy Saving Power (For Trial), the
order of the power dispatch priority enjoyed by power generation units shall be as follow:
(a) non-adjustable power generation units utilizing renewable fuels; (b) adjustable power
generation units utilizing renewable fuels; (c) nuclear power generation units; (d) cogeneration
units and resources comprehensive utilization power generation units; (e) gas-fired power
generation units; (f) other coal power generation units, including cogeneration units without
heat load; and (g) oil-fired power generation units.

4. Tariff and Cost Sharing Program

According to the Renewable Energy Law and the Provisions on the Administration of
Power Generation from Renewable Energy ((IFfA:REIR#E AT B B E)), the relevant pricing
administration department under the State Council shall determines the on-grid tariffs of
renewable energy power based on various factors, including the natures of the power
generated from different types of renewable energies, different geographic locations, and the
need to enhance the development and use of renewable energy on a reasonable commercial
basis.

The Trial Measure for the Renewable Resources Tariff and Cost Sharing
(CrTFE A= REVR 5 o (R A 20 i el AT ), the “Price and Cost Sharing Regulation”) was
promulgated by the NDRC and became effective on January 1, 2006, which provides for
details for the determination of renewable energy tariffs. The Price and Cost Sharing
Regulation provides that there are two types of on-grid tariffs for electricity generated from
renewable energy: “government fixed price” and “government guided price.”

(1) For wind power projects that were approved by the NDRC or provincial DRCs from
2006 (including 2006), the on-grid tariff shall be the “government guided price”, which
is determined by the price administration department of the State Council based on the
price determined through the public tender procedure.

(2) On-grid tariffs for biomass projects which win a bidding process shall be determined
based on the price offered by such projects in the bidding process, while all other
biomass projects are subject to “government fixed price,” which shall be determined by
the relevant pricing authorities and equivalent to provincial or local on-grid price of
desulfurized coal power in 2005 plus a government subsidy of RMBO0.25 per kWh. This
government subsidy will be eliminated once a biomass project has been in operation
for 15 years. For all biomass projects approved after 2010, the government subsidy
provided per kWh generated will decrease at an annual rate of 2%.

(3) The on-grid tariffs of power generated by projects of other renewable energy shall
be “government fixed price,” which is determined by the relevant pricing authorities on
the basis of “reasonable cost plus reasonable return on investment.”

In addition, pursuant to the Price and Cost Sharing Regulation, for the renewable
energy projects approved after January 1, 2006, the resulting additional cost that grid
companies pay compared to the cost calculated on the basis of the average on-grid tariff of
coal power generation may be passed to end-users. The Cost Sharing Program states that
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(a) the price difference between on-grid renewable energy power and on-grid desulfurized
coal power, (b) the price difference between the costs relating to the operation and the
maintenance of the public and independent renewable power system invested or subsidized
by the State and the average sales tariff of the local provincial grid, as well as (c) the grid-
connection fee for renewable energy power projects will be borne by end-users within the
coverage of the grid companies at or above the provincial level by paying a tax-free tariff
surcharge. According to notices about on-grid tariff adjustment in various regions of the PRC
issued by the NDRC, the tariff surcharge is increased to RMB4.0 per MWh with effect from
November 20, 2009.

On July 24, 2009, the NDRC issued the Notice on improving on-grid Tariff Policy for
Wind Power (CElitseE 8% EEEHEECEEA)), which has come into effect on August 1,
2009. Under the Circular, the territory of the PRC is divided into four kinds of wind power
regions according to the status of the wind power and the conditions for construction of wind
power projects, and different standard on-grid tariffs shall be determined for the four kinds of
wind power regions, that is RMB0.51/kWh, RMBO0.54/kWh, RMB0.58/kWh or RMBO0.61/kWh
respectively for the four kinds of wind power regions. Under the Circular, the standard on-grid
tariff for a wind power region shall be applied to the wind power generated by all overland
wind power projects which were or will be approved after August 1, 2009. For wind farms
spanning across regions with different fixed on-grid tariffs, the higher tariff applies.

The NDRC, SERC and the National Energy Administration ((EIZEE¥=)) jointly issued
the Circular on the Regulation of the Price of Electric Power and Other Issues
(CBRA BLHE TR RE S 5 AR A BEAE AT B B8 98 1)) on October 11, 2009. Under the Circular, after the
commercial operation of the power generation units, except for the transaction of electric
power between different provinces or between different regions or otherwise provided by the
relevant laws and national regulations, all on-grid electric power generated by them is subject
to the on-grid tariffs determined by the pricing authority; before the commercial operation of
the power generation units, the on-grid tariffs of the electric power generated by them shall be
a certain percentage of the standard on-grid tariff of desulfurized coal power of the region:
50% applies to hydropower, and the renewable power generation units other than hydropower
are subject to the on-grid tariff approved by the relevant price authority from the date when
they begin to transmit electric power to the grid; as to the alternative power generation as
approved by the relevant authority or the transaction of power generation rights, the power
generation enterprises shall only have the right to provide such quantity of power and to
charge such price as agreed in the relevant contract or agreement.

5. Designated-Purpose-Subsidy

The Interim Measures on Administration of Designated Fund for the Development of
Renewable Energy (CilfiERER ¥R SIHE & Y 7H0%)), which became effective on May 30,
2006, states that the MOF will allocate funds from the PRC central financial budget to support
the development of renewable energy. The MOF will also be responsible for granting the final
approval for applications for funding support submitted by companies and individuals. The
MOF may provide grants (primarily to unprofitable renewable energy projects that provide
substantial public benefit) or subsidized loans/primarily to renewable energy projects that
satisfy the necessary requirements for financing and are within the descriptions in the
Catalog.
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The Notice of Temporary Measures on Management of Subsidy Funding to Beijing
Urban Public Use Enterprises (Bl EDEEItat iyl i 22 Fi 36wl b e 0 1 A B AT 3 3@ 1)) issued
by the Beijing Municipal Finance Bureau (txtiiBfEU=) on April 14, 2003 and effective as of the
same day provides that subsidy shall be granted for public urban utility products which the
public is very concerned about, subject to government-fixed-price, specialists’ demonstration
or pricing hearing, and used to make up the difference between the reasonable cost and the
government-fixed-price of such products. The subsidy for urban public utility enterprises is
classified into two kinds: the subsidy for loss due to government policy and the designated-
purpose-subsidy. Our gas power generation enterprise is entitled to the subsidy for loss due
to government policy, which is granted on the basis of combination of fixed quote and fixed
quantity. At the end of each year, the enterprises involved shall engage a qualified accounting
firm to comprehensively audit the use by them of the subsidy they have been given and
submit to the Beijing Municipal Finance Bureau (1t il ) the audit report together with the
financial statements of the enterprises and the statement on the use of the subsidy within a
period set by the Beijing Municipal Finance Bureau (dtxtilfE=). Beijing Municipal Finance
Bureau evaluates and checks the use by the enterprises of the subsidy given to them based
on such documents.

The Notice on Improving the Management on Subsidy to Power Enterprises
(CAE U BA R B i o 76 0 A e B e B ) issued by the Beijing Municipal Finance
Bureau (Latiii#4E05) on April 14, 2009 and effective as of the same day provides that subsidy
shall be declared by Price Administrative Department of Beijing and granted to gas power and
wind power companies in addition to on-grid tariff as provided by the NDRC. The principle for
subsidy granted to gas power and wind power enterprise is “gross amount control and fixed
subsidy”, which means the price administrative authority will determine the amount of the
subsidy based on the annual approved quantity of on-grid electricity generation entitled to
subsidies, and no subsidy will be provided for the actual electricity generated in excess of the
aforementioned approved amount. In the meantime, a subsidy will be provided to the power
enterprise according to a calculation standard based on the gap between the each
enterprise’s on-grid tariffs (excluding tax) applied by the price administrative authority of
Beijing and the settlement tariffs approved by the NDRC. The actual subsidy paid by Beijing
Municipal Finance Bureau is adjusted annually according to adjustment in on-grid tariffs. In
the beginning of every year, each enterprise should prepare the subsidy funding budget
according to the relevant tariffs application documents published by the Price Administrative
Department of Beijing on its own electricity sales plan. The enterprise will be granted 80% of
the budget after entering into the electricity sales contract with the power grid companies. At
the end of each year, the power enterprise should adjust the number according to the
implementation of the budget and settle the subsidy on the basis of Annual Audit Report of
the Enterprise before the end of January of the next year.

The Company’s subsidiaries, Taiyanggong Power and Jingfeng Power, have obtained
natural gas price subsidies based on approvals from the Beijing Municipal Finance Bureau
(L=t EUR). For more details, please see “Financial Information—Significant Factors
Affecting Our Results of Operations and Financial Condition—Government grants and
subsidies”. According to the Notice of Temporary Measures on Management of Subsidy
Funding to Beijing Urban Public Use Enterprises
(ST EP gL i 22 A St i 00 T B AT L @A), the  enterprise  wishing to  be
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continually granted such subsidies should make relevant application for, and obtain the
approval of the Beijing Municipal Finance Bureau (Htxt i B EUR).

6. CDM

CDM is an arrangement under the Kyoto Protocol under the UNFCCC. It is designed to
reduce the emission of greenhouse gas through international cooperation. It allows
industrialized countries with a greenhouse gas emission reduction commitment to invest in
emission reducing projects in developing countries in order to earn Certified Emission
Reductions (CERs). These CERs can be used by investors from industrialized countries to
offset their domestic emission reduction commitment or sold to others, and therefore provides
an alternative to more expensive emission reductions in their own countries. Therefore CDM
is a win-win arrangement for both developed and developing countries.

The PRC joined the UNFCCC in 1993. The PRC, as one of the signatory states of the
Kyoto Protocol, filed a ratification letter to the UN in August 2002 to ratify the Kyoto Protocol
of UNFCCC.

Among the central governmental agencies in charge of policy-making, approval and
regulation of CDM projects in PRC, the Office of the National Leading Committee on Climate
Chang is responsible for policy-making and overall coordination, and the National CDM Board
is responsible for checking and approving CDM in the PRC.

On October 12, 2005, the Measures for Operation and Management of Clean
Development Mechanism Projects (< # i HE T E 8 HHL), the “CDM Measures”) were
jointly promulgated by the NDRC, the Ministry of Science and Technology (FH#&i#, “MOST”),
the Ministry of Foreign Affairs (%M, “MFA”) and MOF, which states that the CDM allows
developed countries to obtain CERs generated by CDM projects through cooperation
between the developed and developing countries with respect to such CDM projects. The
CDM Measures set forth general rules and specific requirements for the examination and
approval of CDM projects, including, among others, the following:

(1) Only companies wholly-owned or controlled by Chinese party may carry out CDM
projects in the PRC;

(2) The approval procedure of CDM projects is as follows: (i) review by experts from
relevant organizations appointed by the NDRC, (ii) examination and approval by
the National CDM Board of applications for approval of a CDM project and
(iii) approval jointly by the NDRC, MOST and MFA and issue by the NPRC of a
Letter of Approval,

(3) The CDM Board sets the floor price of the CERs generated in and sold from the
PRC; and

(4) With respect to CDM projects approved on or after October 12, 2005, (i) the
resources of emission reductions are owned by the PRC government, (ii) CERs
produced from a particular CDM project are owned by the project owner, (iii) the
PRC government imposes a levy on the proceeds from selling CERs under a
CDM project at various levels depending on the types of projects. With respect to
wind power projects, whose development is encouraged by the RPR government,
the PRC government takes only 2% of the proceeds.
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IV. WORK SAFETY AND LABOR PROTECTION

Under the Circular of the Ministry of Water Resources and Electric Power on
Promulgation of the Ordinance for Work Safety in Electric Power Generation Industry
(ORI S B AR BE <76 0 & 24 A TARIRGI>10@ %)) issued by the former Ministry of Water
Resources and Electric Power (kK#I%E7#) on March 8, 1988, any electric power related
enterprises shall establish a strict safety responsibility distribution scheme and a work safety
supervision scheme.

Under the Work Safety Law of the PRC ((h#EARILAIEZ24EEE)), which became
effective on November 1, 2002 and was amended on August 27, 2009, and the Regulation on
Work Safety License ((Z&4E#Frl#M71)), which took effect on January 13, 2004, and other
relevant laws and regulations, the State Administration of Work Safety shall regulate and
supervise the work safety in the PRC. Under the Measures on Supervision and Administration
of the Work Safety in Electricity Industry (& Ji%a4: & B %)) issued by the SERC in March
2004, the SERC is responsible for specific supervision and administration of the electric
power related enterprises in the PRC, and the State Administration of Work Safety is
responsible for the comprehensive administration of the electric power related enterprises in
the PRC. Electric power-related enterprises themselves are responsible for maintaining their
safe operations, so they must strictly comply with the relevant laws and regulations, industrial
code and standards. Upon the occurrence of the major or great personal injury or death
accidents, power grid accidents, damage of facilities, collapse of dam of power plant, and fire
accidents, the electric power enterprises involved shall send a report to the SERC and copy
such report to the State Administration of Work Safety and the local work safety
administration within 24 hours after the occurrence.

Under the Interim Provisions on the Investigation into Electric Power Generation
Accidents ((FE1EEHEGELITHE)) promulgated on December 28, 2004 and effective as of
March 1, 2005, if any electric power enterprise incurs any major personal injury accident or
more serious ones, power grid accident, equipment accident, fire accident, dam-collapse
accident, or any other power failure that results in serious harm to the public, it shall
immediately, but in no case later than 24 hours, report to the SERC the time, place, survey of
the accident and the emergency measures being taken. The Circular on the Issue of Interim
Provisions on the Information Submission of Electric  Work  Safety
(CBRTAENEE < )% AR (G R WATHUE >R A1) issued by the SERC on March 10, 2004
provides for the rules for counting and reporting electric power related accidents.

The Labor Law of the PRC ((# ARILAEZH)i%)), promulgated on July 5, 1994 and
effective as of January 1, 1995, was principally designed to set forth the rights and obligations
of the two parties to an employment, to protect the legitimate rights and interests of the
employees and to establish and develop harmonious and stable employment relationships.
The Employment Contract Law of the PRC (¢h#ARILAE 8 73[7#%)) and the Implementing
Regulations for the Employment Contract Law of the PRC ({1 A\ RILANE 55 %) & [ H it 16 1))
principally deal with the employment relationship between employers and employees, the
entry into, performance and termination of, and amendment to, an employment contract.
Compared to the Labor Law of the PRC ((hiE ARILAIESH)i%)) effective as of January 1,
1995, the Labor Contract Law of the RPC principally provides that employers shall sign
written contract with their employees and enter into a long-term employment contract with
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their employees if the conditions are satisfied, and limit the scope of the events under which
employees shall pay fine for their breach of employment contract and set forth more serious
penalty over employers who fail to pay salary to and social insurance premium for their
employees, and in turn provide for protection measures to employees.

V. ENVIRONMENT PROTECTION

The main PRC environmental laws and regulations applicable to us are as follows: the
Environmental Protection Law of the PRC ((Fi# ARIEMEIERE{R7#%)), the PRC Law on the
Prevention and Control of Water Pollution (<2 N REAE K54 011R1%)), the PRC Law on the
Prevention and Control of Air Pollution (¢ ARILRIEIASESHPIRE)), the PRC Law on
Prevention and Control of Solid Waste Pollution (<3 A B ILAIER [ B2 B9 15 R B B iR :)) and the
PRC Law on Appraising Environment Impacts (<3 A RS BRI B AT %)),

The Environmental Protection Law ((Efiffi#i%)) promulgated by the Standing
Committee of the National People’s Congress of the PRC in 1989 is the most important
environmental protections legislation in the PRC. The law provides for the fundamental
principle that the economic growth, social progress and environment protection shall be
harmoniously coordinated and sets forth the powers and responsibilities of the governments
of all levels in respect of environment protection.

Under the Environmental Protection Law ((E¥5ifti#i%)), the competent Environmental
Protection Ministry under the State Council (H%XEf{#¥) has the power to determine the
national standards for environment quality and the standards for the emission of pollutants
and comprehensively regulate and supervise the nationwide environment; the people’s
governments at the level of county and above are in charge of the environmental protection in
their jurisdiction. Local environmental protection authorities have the power to set more strict
environmental protection standards, and the enterprises discharge pollutants in the relevant
region shall strictly comply with both national and local standards. In addition, the
Environmental Protection Law ((B¥ifii#ik)) provides that any enterprise which may pollute
the environment or produce harmful substance shall take measures to protect the
environment, establish an environment protection mechanism, and take effective measures to
control and appropriately treat solid wastes, waste water, dust and other waste substances.

Under the Provisional Regulations on the Land Use by Wind Power Farm and
Environment Protection (Ca\&EY; TSN MBRE RS LT 1T%)) effective as of August 9,
2005, construction of wind power farm is subject to environment impact appraisal. The
environment impact appraisal for a wind power farm shall be approved by the province-level
environment protection authority of the region where the farm is located. Any wind power farm
construction project involving a national nature protection area shall be approved by a
province-level environment protection authority after obtain the review opinion of the national
environmental protection authority.

On September 4, 2008, the Ministry of Environmental Protection (HZER5i(R#7), the
National Development and Reform Commission (HZ#EMUEZE®) and the State Energy
Administration (% #E#/5) jointly promulgated the Circular on Further Strengthening the
Administration on Environment Impact Assessment of Biomass Power Projects
(CBRTA M — 2 i 2B B 9 T H BRT BER P A B T AE Y8 40)). According to this Circular, the location
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and scale of the waste incineration power generation projects shall be determined based on
the overall city plan, the land use plan and the specific plan of environmental sanitation (or the
centralized disposal plan for municipal solid waste, etc.). In addition to the areas prohibited by
the State and local laws and regulations from using as the location of projects in the pollutant
category, the following areas are generally not allowed to build new municipal waste
incineration power plants, including, the urban built-up areas, the areas where the
environment quality fails to reach the requirements and no effective measures were taken to
reduce the pollutants, and the areas where the establishment of such projects will result in a
failure in reaching the relevant environmental protection requirements by the sensitive areas.

Any person who violates the Environment Protection Law ((Ei5ifr#i%)) or any other
relevant law or regulation may be subject to warning, damages and/or fine among other
administrative penalties. If an enterprise put into use the pollution prevention facility attached
to its project before such facility is finished or to meets the relevant requirements, it may be
ordered by the relevant environment protection authority to cease to operate and may be
fined. If any violation of such laws and regulations results in serious damage to property or
personal injury or death, the persons involved in such violation may bear criminal
responsibilities.

Vi. BIDDING

Under the Bidding Law of the People’s Republic of China (¥ A RILFEHEESARL))
effective on January 1, 2000 and relevant regulations, bidding process is mandatory within
China with respect to projects such as large-scale infrastructure and public utilities relating to
social public interests and public security, including the survey, design, construction,
supervision of the project, and the procurement of the important equipment, materials relevant
to the construction of the project, which, pursuant to Regulations for Tendering Extension and
Scope Standards of Engineering Construction Projects (CTR2#EaIH H 7 EEEE B A SRR E ))
promulgated by the former State Development Planning Commission (% # & #ZE ) on
May 1, 2000, refer to such infrastructure projects as electric power and new energy.

VII. TAXATION
1. Enterprise Income Tax

Under Enterprise Income Tax Law of the RPC ({3 f58ii%)) effective as of January 1,
2008, general Chinese enterprises are subject to enterprise income tax at the rate of 25%,
and enterprises which are identified as hi-tech enterprises specially supported by government
are subject to enterprise income tax at the rate of 15%. Additionally, under the Enterprise
Income Tax Law and the Notice of the State Council on the Implementation of the Transitional
Preferential Policies (BBt 1480 EEEECRIEHN)) in respect of Enterprise Income
Tax, for the enterprises that were established prior to the issuance of this Law and enjoyed
lower tax rates according to the provisions of the previous tax laws or administrative
regulations or any equivalent documents, the preferential income tax rates enjoyed by them
shall be gradually transferred to the tax rate provided in this Law within five years after this
Law is promulgated; and pursuant to the provisions of the State Council, the enterprises that
have enjoyed the preferential treatment of tax exemption for a fixed term may continue to
enjoy such treatment after the promulgation of this Law until the fixed term expires, however,
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for those that have failed to enjoy the preferential treatment due to failure to make profits, the
term of preferential treatment may be counted from 2008.

Under the Enterprise Income Tax Law of the PRC and the Notice of the State
Administration of Taxation on the Issues concerning Withholding the Enterprise Income Tax
on the Dividends Paid by Chinese Resident Enterprises to H-share Holders Which Are
Overseas Non-resident Enterprises (BRI o B s B A 3 1o 358 AMHURE I S R A SE R R IR 3%
A S T B A B i A))  effective as of November 6, 2008, where a Chinese
resident enterprise pays dividends for the year of 2008 or any year thereafter to its H-share
holders which are overseas non-resident enterprises, it shall withhold the enterprise income
tax thereon at the uniform rate of 10%, unless the jurisdiction in which the foreign investors
were registered and China have entered into other arrangement for the tax rate.

Under the Notice on Issues Relevant to Implementation of the Catalogue of Public
Infrastructure Projects Enjoying Enterprise Income Tax Preferences issued by the Ministry of
Finance and  State  Administration  of  Taxation — ((BAR#UITAIIEERERIGIEH 43
PR F Bk A BRI R D),  public  infrastructure projects which were approved after
January 1, 2008 may be exempted from the enterprise income tax for first three years from
the first year when they have revenue generated by their operation, and shall enjoy the
preferential tax treatment of reduction by 50% from the fourth to the sixth year.

Under the Circular on the Preferential Taxation Policies for the West Region
Development Campaign (CB% a8 BB B BB BCR R E @ A))  issued by the Ministry of
Finance, the State Administration of Taxation and the General Administration of Customs
(#k48%) and the Guideline Catalog for Adjustment of Industrial Structure
(CFEEAS TR 1 H $%)) (2005 Version), issued by the NDRC, hydropower and wind power fall
into the category of “Being Encouraged”; the industries which fall into the category of “Being
Encouraged” are entitled to a preferential enterprise income tax rate of 15% from 2001 to
2010; domestic electric power enterprises newly established in the West Region shall be
entitled to exemption from enterprise income tax for two years after its operation and to a
preferential tax treatment of reduction by half from the third year to the fifth year if 70% of their
total income are generated by their electric power business.

The State Council issued the Several Opinions of the State Council on Further Doing a
Good Job in the Utilization of Foreign Investment (CEIs B B it i — 2 ks I ANE TARR A T2 7))
on April 6, 2010, which provides that the foreign invested enterprises located in the West
Region which meet some requirements may continue to enjoy preferential enterprise income
tax rate.

2. Value Added Tax

Under the Rules for the Collection of Value Added Tax on Electric Power Products
(CHE T Wb R (E DB BA)) issued by the State Administration of Taxation on December 22,
2004 and effective as of February 1, 2005, entities and persons producing or selling electric
power products shall pay value added tax in accordance with the Rules.

Pursuant to the Notice on Value Added Tax Policy Regarding Comprehensive
Utilization of Resources and Other Products (KBRS & ¥R AR & FIT K HAdE b 3§ EBLECR @ ED), we
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are entitled to a tax rebate equivalent to 50% of the VAT payable with respect to our wind
power business and power generation by using the straws of crops is also entitled to a
preferential VAT policy.

Under the Provisional Regulations of the People’s Republic of China on Value-added
Tax (P NRIMBEIHERE1THHD)) (as amended in 2008) effective as of January 1, 2009 and
the Notice of the Ministry of Finance and the State Administration of Taxation on Several
Issues concerning the Nationwide Implementation of Value-added Tax Reform
(KB ~ B0 BB 4 Jm B  4  Eta (EL BB oty - RO 1)), a general taxpayer of VAT shall
be entitled to offsetting the input value added tax paid by it for its fixed assets purchased or
made by itself against its payable output value added tax amount, and the amount indicated
in the relevant value added tax offset invoices shall be used as the basis for the calculation of
the offset amount.

Pursuant to the Notice on the Abolishment of the Tax Refund Policy for the Purchase
of Domestically Manufactured Equipment by Foreign invested Enterprises
(CBRTA 57 L A 7o 45 T £ 2 8 I o i AR BLECR 9@ 1)) jointly  promulgated by MOF and SAT on
December 25, 2008, the VAT refund policy available for certain foreign invested enterprises
that purchase domestically manufactured equipment was abolished from January 1, 2009,
however foreign invested enterprises that purchase domestically manufactured equipment,
receive VAT invoices and submit a VAT refund application to the relevant tax authorities on or
prior to June 30, 2009 are still entitled to receive the VAT refund in respect of such purchase.

Under the Circular on Continuing to Implement the Preferential Tax Policy for Heat
Supply Enterprises (CBA#TAT IS LR BB B B EUR AV 1)) issued by MOF and SAT on
November 27, 2006 and the Circular on Continuing to Implement the Preferential Policies on
VAT, Real Estate Tax and Urban Land Use Tax Policy for Heat-Supply Enterprises
(CHABER ~ [0 KB 48R B R A U T (B S BB ~ T Bl - St st B BOR 12 %0)) which  took
effect on January 1, 2009, the heat supply enterprises located in “Three North Region”
(including Beijing, Tianjin, Hebei, Inner Mongolia, North East Region and North West Region)
shall continue to be exempted from value added tax in respect of their revenue collected from
the residents as heat supply fee (including the fees collected by heat supply enterprises
directly from personal residents and those paid by enterprises or other organizations on
behalf of residents). Therefore, our gas thermal power and heat enterprises are entitled to the
exemption of value added tax in respect of their revenue from their supply of heat to
residents.
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OUR HISTORY AND DEVELOPMENT
History and Background

Our Company was established as a foreign-invested joint stock limited company under
the PRC Company Law on August 25, 2010, and converted from our predecessor Beijing
Jingneng Technology. Our Company is the primary entity through which BEIH, our controlling
shareholder, engages in the clean energy business, with our main focus on the natural
gas-fired and wind power businesses.

The predecessor of Beijing Jingneng Technology, Beijing Energy Investment was
established in February 1993 by Beijing Comprehensive Investment Company
(emmmsia a2 Al) (one of the predecessors of BEIH), a state-owned enterprise.

As at May 25, 2009, the registered capital of Beijing Jingneng Technology was
RMB1 billion which had been fully paid by BEIH. In December 2009, a capital increase
agreement was entered into between BEIH and its wholly owned subsidiary, BIEE. According
to this agreement, the registered capital of Beijing Jingneng Technology was increased to
RMB1,006,441,224. BIEE paid the additional capital of RMB6,441,224. After the capital
increase, BEIH and BIEE held approximately 99.36% and 0.64%, respectively, of the equity
interest in Beijing Jingneng Technology.

Strategic Investment

On January 21, 2010, a capital increase agreement was entered into by and among
Beijing Jingneng Technology, BEIH, BIEE and our strategic investors, being BSAMAC,
BDHG, Shenghui, BEETI and Barclays. According to this agreement, the registered capital of
Beijing Jingneng Technology was increased from RMB1,006,441,224 to RMB1,166,212,312.
BSAMAC, BDHG, Shenghui, BEETI and Barclays paid RMB53,680,753, RMB3,836,839,
RMB15,335,692, RMB51,126,748 and RMB35,791,056, respectively, of the additional
registered capital. The capital contributions were fully paid as of April 29, 2010. Following the
capital increase, as of the Latest Practicable Date, BEIH, BIEE, BSAMAC, BDHG, Shenghui,
BEETI and Barclays held approximately 85.75%, 0.55%, 4.60%, 0.33%, 1.32%, 4.38% and
3.07%, respectively, of the equity interest in our Company. Under this capital increase
agreement no special rights were given to strategic investors, which are superior to the rights
of other Shareholders. Barclays informed the Company that it entered into a hedging
transaction on May 11, 2010 with an Independent Third Party with respect to certain
number of Shares it holds. Barclays informed us that pursuant to the hedging
arrangement, Barclays has transferred merely the economic interests of those Shares to its
counterparty, while Barclays still retains all the other shareholder’s rights (such as voting
rights and disposal rights). Barclays further informed us that Barclays will comply with the
relevant regulatory requirements such as lock-up undertaking with respect to those Shares.
Please see the section headed “Share Capital—Our Shares” for details of the lock-up
undertaking.

BSAMAC was established as the platform for capital maintenance and increment of
state-owned assets as well as to support the Beijing Municipality Government’s strategic
adjustments to the state-owned assets and reorganization of state-owned enterprises. BDHG
is a state-owned company which operates a central heating supply network in Beijing.
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Shenghui is an investment company focusing on private equity investment in China. BEETI is
a wholly owned subsidiary of Beijing Enterprises Holdings Limited which is mainly engaged in
public utilities business. Barclays is a major global financial services provider engaged in
retail and commercial banking, credit cards, investment banking, wealth management and
investment management services.

Milestones in Our History

We have achieved the following important milestones in our development into a
leading diversified clean energy generation group.

1993 Beijing Energy Investment was established.
2003 We entered into the wind power industry in the PRC.

2006 Beijing Jingneng Technology was established as a limited liability company under the
Company Law, converting from its predecessor, Beijing Energy Investment.

2006 The construction of our first natural gas-fired power project was completed in Beijing.
2007 The construction of our first wind farm was completed in Inner Mongolia.

2009 A capital increase agreement was entered into between BEIH and BIEE which is
wholly owned by BEIH. According to this agreement, BIEE paid the additional
registered capital of RMB6,441,224 and held a 0.64% equity interest in our Company.

2010 Our Company underwent our Reorganization in preparation for the Global Offering,
through which, assets and business relating to clean energy were injected into our
Company by BEIH.

2010 A capital increase agreement was entered into by and among Beijing Jingneng
Technology, BEIH, BIEE and our strategic investors, being BSAMAC, BDHG,
Shenghui, BEETI and Barclays. BSAMAC, BDHG, Shenghui, BEETI and Barclays
paid the additional registered capital of RMB 159,771,088 and following the capital
increase, as of the Latest Practicable Date, BEIH, BIEE, BSAMAC, BDHG, Shenghui,
BEETI and Barclays held 85.75%, 0.55%, 4.60%, 0.33%, 1.32%, 4.38% and 3.07%,
respectively, of the equity interest in our Company.

2010 Our Company was established as a foreign invested joint stock limited liability
company upon completion of the Reorganization.

REORGANIZATION

We underwent our Reorganization in preparation for the Global Offering. Pursuant to
several equity transfer agreements entered into in December 2009 and the Reorganization
Agreement dated June 13, 2010, BEIH transferred to our Company for nil consideration the
following equity investments:

e the entire equity interest in Jingfeng Power

e the entire equity interest in Sanlian Power
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e the entire equity interest in Beijing Huafu Energy

® the entire equity interest in New Energy

® a 74% equity interest in Taiyanggong Power

® a 78% equity interest in Jinggiao Power

® 2 9.28% equity interest in Beijing Jingneng International

Pursuant to several equity transfer agreements entered into in December 2009 and the
Reorganization Agreement, the Company transferred its equity interests in certain companies
to BEIH and its wholly-owned subsidiary, Beijing Yuanshen Energy-saving Technology Co.,
Ltd. (dbstisvtiiseddio A R AL 2 ), for nil consideration. The businesses of these companies are
not inherently related to and do not compete with our business operations. The Company also
transferred a 46.92% equity interest in Beijing Keliyuan Thermal Power Co., Ltd.
(t=RFIE#E A R A F) to BDHG for nil consideration. As at the time of the transfer, Beijing
Keliyuan Thermal Power Co., Ltd., as the Company understands, was engaged in coal-fired
power and heat generation and its business was not inherently related to our business. The
Group has entered into a memorandum of understanding dated May 19, 2008 with BDHG
relating to the development of a regional energy project. Subject to finalization of the terms
and structure of this project, the Group may undertake this project.

On August 25, 2010, the Company was converted from a Sino-foreign owned company
with limited liability to a foreign-invested joint stock limited liability company.

Representations and warranties
BEIH provided certain representations and warranties in favor of the Company in
respect of the Reorganization, including, among others:

e the execution and performance of the Reorganization Agreement by BEIH will not
conflict with or result in breach of (i) its articles of association, business license or
other constitutional documents; (ii) any laws of the PRC or any court judgments,
arbitral awards, administrative rulings or orders that BEIH or its assets are subject
to; and (iii) any contracts or undertakings or warranties;

® the assets injected by BEIH to us were lawfully and beneficially owned by BEIH;
and

e all the information provided by BEIH was complete, true and accurate in all
material aspects.

Indemnities

BEIH agreed to indemnify us against, among other things:

® |osses incurred as a result of any representations and warranties being untrue,
misleading or with any material omission; and
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® save as disclosed, losses incurred as a result of causes relating to the assets
injected to us which had arisen before the benchmark date of each respective
transfer unless the same had been expressly disclosed in the respective
accountants’ report.

Non-Competition Agreement

We entered into the Non-Competition Agreement with BEIH on June 13, 2011. Please
see the section headed “Relationship with Our Controlling Shareholder” for details.

Approvals

The Reorganization was approved by relevant PRC authorities. Our PRC legal advisor
confirmed that we have obtained all the necessary approvals from the relevant PRC
government authorities with respect to the Reorganization.

ACQUISITIONS AND TRANSFERS

Pursuant to an equity transfer agreement dated May 21, 2010, our Company acquired
the entire equity interest in Tengchong HydroPower from Tengchong Hengyi Mineral
Industrial Co., Ltd. (a0 AR ), an Independent Third Party for a consideration of
RMB52 million which was determined with reference to the valuation conducted by an
independent valuer. The transfer was completed in 2010. As advised by our PRC legal
advisor, the transfer was duly approved under the PRC law.

According to a shareholders resolution of Jinggiao Power dated November 11, 2010, it
was resolved that the registered capital of Jinggiao Power be increased. After the capital
increase, we and BDHG held a 80.03% and 19.97% equity interest, respectively, in Jinggiao
Power. As advised by our PRC legal advisor, the capital increase was duly approved under
the PRC law.

New Energy entered into an equity transfer agreement with Beijing Jingneng
International on November 25, 2010, pursuant to which Beijing Jingneng International agreed
to transfer the entire equity interest in Balingyou Wind Power to New Energy for a
consideration of RMB3 million, which was determined with reference to an asset valuation
report issued by an Independent Third Party. Balingyou Wind Power is a project company and
had not commenced any operations as at the date of the agreement. As advised by our PRC
legal advisor, the transfer was approved by the relevant PRC authorities in December 2010.

The Company entered into an equity transfer agreement with BEIH on April 28, 2011,
pursuant to which BEIH agreed to transfer the entire equity interest in Gaoantun Power to the
Company for a consideration of RMB81,320,000, which was determined with reference to an
asset valuation report issued by an Independent Third Party. Gaoantun Power is a project
company and had not commenced any operations as at the date of the agreement. As
advised by our PRC legal advisor, the transfer was approved by the relevant PRC authorities
in May 2011.

New Energy entered into an equity transfer agreement with BEIH on December 29,
2010, pursuant to which New Energy agreed to transfer a 60% equity interest it held in
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Shangdong Jingneng Energy to BEIH for a consideration of RMB19,263,600, which was
determined with reference to an asset valuation report issued by an Independent Third Party.
As advised by our PRC legal advisor, the transfer was approved by the relevant PRC
authorities in January 2011.

New Energy entered into an equity transfer agreement with BEIH on December 29,
2010, pursuant to which New Energy agreed to transfer a 40% equity interest it held in
Guodian Tangyuan to BEIH for a consideration of RMB15,782,000, which was determined
with reference to an asset valuation report issued by an Independent Third Party. As advised
by our PRC legal advisor, the transfer was approved by the relevant PRC authorities in
January 2011.

The following chart sets out our ownership and corporate structure as at the Latest
Practicable Date.

BSAMAC
100%
BEIH

100%

BEETI") ‘ ‘ Barclays ‘ ‘ Shenghui® ‘

0.55% 85.75%

]

‘ Beijing Jingneng Clean Energy Co., Limited ‘

ltoo% lmn% lm% lwoo% lﬁn.oa% lmn% lwon% lwoo% lso% lm% lzo% lz% so%l 42.86% l

4.38% 3.07% 1.32%

Beiling | | New Energy Taiyanggong Jingfeng Jinggiao Gaoantun Sanlian Tengchong Huayuan Quanzhou Beijing BEIH Huayuan Tian Yin
Huafu Power” Power Power'” Power Power Hydro Power Huizhong™ Liupu® Jingneng Finance'® Heating® DiRe"
Energy International’®’
100% 100% 100%  [100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 454%  65% 30%
Yingjiang || Chayouzhong| | Xiingguole || Shangdu || Wulanyiligeng || Huolinguole || Changtu || Qigan || Keyouzhong || Ningxia || Balinyou || Lingwu Wulan || Wengong Bayin Hohhot Huayuan || Xinyuan
Huafu Energy Power Power Power Power Energy Power Energy New | |Wind Power| [Wind Power| [Wind Power| | Wula Wind || Wind Power || Pumped-storage || Shengshi® || Heating®®
Energy Energy Power Hydropower
Notes:

(1) As at the Latest Practicable Date, BEETI was wholly owned by Beijing Enterprises Energy Technology (Hong Kong) Co. Ltd.
which was in turn wholly owned by Beijing Enterprises Holdings Limited, a company listed on the Main Board of the Stock
Exchange.

(2) As at the Latest Practicable Date, MA Liquan (f5#14%), CHEN Li (%), KONG Lingwu (L% &), LIANG Jinhua (), XU
Bin (&), LIU Liyan (PIRE%E), TAN Ming (#9) and SHI Jiali (i:%5r), who are Independent Third Parties, held 48.9%, 35%,
5.55%, 5.55%, 2.2%, 2.2%, 0.3% and 0.3%, respectively, of the equity interest in Shenghui.

(3) The remaining 26% equity interest in Taiyanggong Power is owned by GD Power Development, whose shares are listed on
the Shanghai Stock Exchange.

(4) The remaining 19.97% equity interest in Jinggiao Power is owned by BDHG, a state-owned company.

(5) Not a subsidiary of the Company.

144



OUR HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

OUR CORPORATE STRUCTURE

The following chart sets out our ownership and corporate structure immediately after
completion of the Global Offering, assuming the Over-allotment Option is not exercised:

@7

100%

BDHG
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BEETI" Barclays Shenghui® Public Shareholders
of H Shares
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‘ Beijing Jingneng Clean Energy Co., Limited ‘
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Beijing New Energy | | Taiyanggong Jingfeng Jinggiao Gaoantun Sanlian Tengchong Huayuan Quanzhou Beiing BEM Huayuan Tian Yin
Huafu Power Power Power”) Power Power Hydro Power Huizhong® Liupu® Jingneng Finance'” Heating® DiRe®
Energy International®
100% 100% | 100% 100% 100% 100% 100% | 100% 100% 100% 100% 100% 100% 100% 100% 454%  65% 30%
Yingjiang || CI Shangdu quole || Changtu || Qigan Ningxia || Balinyou || Lingwu || Wulan || Wengong Bayin Hohhot Huayuan || Xinyuan
Huafu Energy Power Power Power Power Energy || Power || Energy New ||Wind Power||Wind Power||Wind Power|| Wula Wind || Wind Power || Pumped-storage | | Shengshi® || Heating®
Energy Energy Power Hydropower”

(1) As at the Latest Practicable Date, BEETI was wholly owned by Beijing Enterprises Energy Technology (Hong Kong) Co. Ltd.
which was in turn wholly owned by Beijing Enterprises Holdings Limited, a company listed on the Main Board of the Stock
Exchange.

(2) As at the Latest Practicable Date, MA Liquan (%7#14), CHEN Li (%), KONG Lingwu (fL42 ), LIANG Jinhua (R#%£), XU
Bin (&%), LIU Liyan (2/# %), TAN Ming (W) and SHI Jiali (i%<3Z), who are Independent Third parties, held 48.9%, 35%,
5.55%, 5.55%, 2.2%, 2.2%, 0.3% and 0.3%, respectively, of the equity interest in Shenghui.

(3) The remaining 26% equity interest in Taiyanggong Power is owned by GD Power Development, whose shares are listed on
the Shanghai Stock Exchange.

(4) The remaining 19.97% equity interest in Jinggiao Power is owned by BDHG, a state-owned company.

Not a subsidiary of the Company.

g
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OVERVIEW

We are the largest gas-fired power provider in Beijing and a leading wind power
operator in the PRC, with a diversified clean energy portfolio including gas-fired power and
heat energy, wind power, small to medium hydropower and other clean energy projects.
According to Beijing Electric Power Industry Association (L=t % /1173l %), we were the largest
gas-fired power provider in Beijing, in terms of our consolidated installed capacity as at
December 31, 2008, 2009 and 2010 which accounted for approximately 65%, 61% and 61%,
respectively, of the total gas-fired power installed capacity in Beijing. As at December 31,
2010, we had two gas-fired cogeneration plants and a gas-fired heat energy generation plant
in operation, all of which were located in Beijing, with a consolidated installed capacity of
1,190.00 MW and a consolidated installed heat energy generation capacity of 1,045.00 MW.
As at December 31, 2010, we also had a gas-fired cogeneration plant under construction in
Beijing with a capacity under construction of 838.20 MW and a heat energy generation
capacity under construction of 592.00 MW.

As at December 31, 2009 and 2010, we were the sixth and eighth largest wind power
operator in the PRC, respectively, in terms of consolidated connected capacity, according to
the HydroChina Report. As at December 31, 2008, 2009 and 2010, our consolidated installed
capacity accounted for approximately 1.4%, 3.1% and 2.4%, respectively, of China’s total
wind power installed capacity, according to WWEA. As at December 31, 2010, we had 16
wind farms in operation with a consolidated installed capacity of 1,058.75 MW and nine wind
farms under construction with a consolidated capacity under construction of 393.00 MW. As
at December 31, 2010, our wind farms in operation and under construction were strategically
located in Inner Mongolia, Beijing, Ningxia and Liaoning Province.

In addition, we also produce electricity through small to medium hydropower and other
clean energy generation businesses with a consolidated installed capacity of 6.40 MW
(excluding the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass
Power Plant, which was divested in January 2011) as at December 31, 2010.

We operate in the following two business segments:

Gas-fired Power and Heat We develop, manage and operate gas-fired cogeneration

Energy Generation plants as well as a gas-fired heat energy generation
plant, and sell the electricity generated to local grid
companies and the heat energy to customers in Beijing.

Wind Power We develop, manage and operate wind farms, and sell
the electricity generated by our wind farms to local grid
companies.

In addition to the above two business segments, we also develop, manage and
operate small to medium hydropower plants and other clean energy generation projects and
sell the electricity generated to local grid companies. In addition, through our associates or
jointly controlled entities, we develop, manage and/or operate geothermal, waste-to-energy
and sewage-to-energy plants, and sell the electricity, heat energy and cooling source
generated by these plants to external customers.
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During the Track Record Period, our business experienced significant growth in terms
of consolidated installed capacity, which increased from 1,361.40 MW as at December 31,
2008 to 2,007.65 MW as at December 31, 2009, and further to 2,255.15 MW as at
December 31, 2010, representing a CAGR of 28.70%. As at December 31, 2010, we also had
1,455.60 MW of consolidated capacity under construction. We expect to have a total of
2,654.55 MW and 4,684.34 MW of consolidated installed capacity by the end of 2011 and
2012, respectively.

Gas-fired Power and Heat Energy Generation Business

In 2008, 2009 and 2010, revenue generated from our gas-fired power and heat energy
generation business segment were RMB1,163.7 million, RMB1,893.1 million and RMB2,553.8
million, representing 86.9%, 78.6% and 70.1% of our total reportable segment revenue,
respectively.

As at December 31, 2010, our gas-fired power business had a consolidated installed
capacity of 1,190.00 MW, representing 52.8% of the consolidated installed capacity of our
total power portfolio. As at December 31, 2010, we also had a portfolio of pipeline gas-fired
power projects suitable for future development with a consolidated estimated capacity of
1,000.00 MW. Please see the paragraph headed “—Our Gas-fired Power and Heat Energy
Generation Business—Our Pipeline Gas-fired Power and Heat Energy Generation Projects”
below for further details. These pipeline projects are all located in Beijing.

As at December 31, 2010, our total heat energy supply coverage area was
17 million m2, accounting for 73.9% of the gas-fired cogeneration centralized heat energy
supply in Beijing according to BDHG.

Our gas-fired cogeneration plants, namely the Taiyanggong Power Plant and the
Jingfeng Power Plant, are equipped with gas-steam combined cycle cogeneration systems
and generated electricity and heat energy during the Track Record Period. The Jinggiao
Power Plant, which only generated heat energy as at the Latest Practicable Date, is expected
to generate electricity in conjunction with heat energy by September 2012 upon the
completion of its second phase development. The Jinggiao Power Plant Phase | is expected
to temporarily cease producing heat energy in the heat supply period between late 2011 and
early 2012 due to its technical adjustment in connection with the construction of Jingqgiao
Power Plant Phase II.

During the Track Record Period, we purchased natural gas from Beijing Gas Group,
which was our only natural gas supplier. Revenue derived from the sales of heat energy
(excluding fees for heat energy generated during testing period and tax) to BDHG were
RMB55.8 million, RMB297.7 million and RMB313.7 million, respectively, for the years ended
December 31, 2008, 2009 and 2010. During the Track Record Period, the Taiyanggong
Power Plant and the Jinggiao Power Plant were within the centralized heat energy supply
network, and sold all the heat energy they generated to BDHG, which distributed heat energy
to industrial or residential end users within the coverage of its network in Beijing. The Jingfeng
Power Plant is within the area of regional heat energy supply, and entered into HESAs with
two major heat energy end users adjacent to the power plant which are not covered by the
supply network of BDHG.
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PPAs and HESAs

The PPAs that our Taiyanggong Power Plant and Jingfeng Power Plant entered into
with Beijing Electricity Power provide for a monthly payment arrangement by Beijing
Electricity Power. Our scheduled electricity output shall be determined by the NDRC Beijing
Branch. According to the PPAs, we are obliged to follow dispatch orders from Beijing
Electricity Power and shall be compensated for power generation loss caused by
transmission limitation, although the basis of calculation for the compensation was not
provided in the PPAs. During the Track Record Period, we did not receive any such
compensation. Pursuant to the PPAs, we shall negotiate the renewal with Beijing Electricity
Power two months prior to their expiry. The PPAs could be terminated for reasons including
without limitation that we fail to generate, or Beijing Electricity Power fail to purchase
electricity for more than 120 days.

During the Track Record Period, our Taiyanggong Power Plant and Jinggiao Power
Plant entered into HESAs with BDHG, and our Jingfeng Power Plant entered into HESAs with
residential and industrial end users in Beijing. Pursuant to the Tentative Procedures on
Strengthening the Management of Heat Supply to Residents
(CBRA e A= iy R A B T AR AT HLE D) of Beijing, heat producers within Beijing’s centralized
heat energy supply network shall follow centralized dispatch orders from BDHG in accordance
with relevant heat supply standards. As advised by our PRC legal advisor, as long as the
Taiyanggong Power Plant and the Jinggiao Power Plant are within the centralized heat energy
supply network, they are required to sell all heat energy generated to BDHG to satisfy the
requirements for centralized dispatch of heat energy supply. According to the HESAs, we sell
heat energy at prices determined by the relevant PRC authority, which is subject to further
adjustment from time to time, and we receive payment for heat energy sold on a monthly basis.

Under the HESAs with BDHG, we are obliged to follow dispatch orders from BDHG,
and entitled to compensation for our actual losses caused by heat energy transmission
limitations, although the basis of calculation for the compensation was not provided in the
HESAs. During the Track Record Period, we did not receive any such compensation. Our
HESAs with BDHG shall be automatically extended if there is no written objection nor notice
of termination served no later than six months prior to their expiry, and they may be
terminated should we and BDHG both believe they can no longer be performed or continuing
performance will be meaningless.

Since our Jingfeng Power Plant supplies heat energy to end users directly, the HESAs
generally do not provide for transmission limitation related compensation. Generally, the
HESAs that our Jingfeng Power Plant entered into do not contain termination or automatic
renewal clauses.

We expect our gas-fired power and heat energy generation business to have 2,228.20
MW of consolidated installed capacity by the end of 2012, representing approximately 48% of
our expected consolidated installed capacity by the end of 2012.

Wind Power Business

In 2008, 2009 and 2010, revenue generated from our wind power business segment
were RMB115.3 million, RMB367.8 million and RMB1,032.5 million, representing 8.6%,
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15.3% and 28.3% of our total reportable segment revenue (which excludes revenue from
concession construction arrangements), respectively.

Our wind power business has experienced rapid growth in terms of consolidated
installed capacity, which increased from 165.00 MW as at December 31, 2008 to 811.25 MW
as at December 31, 2009, and further increased to 1,058.75 MW as at December 31, 2010,
representing a CAGR of 153.31%. As at December 31, 2010, the consolidated installed
capacity of our wind power business represented 46.9% of the consolidated installed capacity
of our total portfolio.

As at December 31, 2010, we also had a portfolio of pipeline wind power projects for
future development with a consolidated estimated capacity of 3,039.50 MW, including two
Tier 1 pipeline projects with a consolidated estimated capacity of 99.00 MW, 16 Tier 2
pipeline projects with a consolidated estimated capacity of 1,543.50 MW and 12 Tier 3
pipeline projects with a consolidated estimated capacity of 1,397.00 MW. Please see the
paragraph headed “—Our Wind Power Business—Our Pipeline Wind Power Projects” below
for further details. These pipeline projects are located in northern China, including Inner
Mongolia, Beijing, Ningxia, Hebei Province and Liaoning Province.

We expect our wind power business to consist of a total of 25 wind farms with
1,451.75 MW of consolidated installed capacity by the end of 2011, representing
approximately 55% of our expected consolidated installed capacity by the end of 2011; and a
total of 36 wind farms with 2,146.75 MW of consolidated installed capacity by the end of 2012,
representing approximately 46% of our expected consolidated installed capacity by the end of
2012.

PPAs

The PPAs that our wind farms entered into with local grid companies provide for
scheduled electricity output. Under the PPAs, we are obliged to follow dispatch orders from
the local grid companies and must adjust our electricity output accordingly to guarantee the
stability of the power grid. The local grid companies shall pay us for the electricity sold on a
monthly basis. Our PPAs do not specifically provide for any compensation for power
generation loss caused by transmission limitation. The PPAs generally provide that they are
renewable, and we shall negotiate with local grid companies before their expiry. In addition,
the PPAs may be terminated for reasons including but no limited to bankruptcy of our project
company, our business license being revoked, and failure for us to produce or local grid
companies to purchase electricity exceeding a prescribed period of time.

Transmission Limitations in the PRC Wind Power Industry

In recent years, primarily due to the growth of wind power installed capacity outpacing
the development of local grids, the local grid companies in northern China, especially that in
West Inner Mongolia, have imposed restrictions on wind power generation companies like us,
especially during the winter season, to give priority to cogeneration companies and to secure
the voltage stability and safety of local grids. Since electricity generated from our wind farms
cannot be stored and must be transmitted or used once generated, a number of our wind
farms, especially in West Inner Mongolia, temporarily shut down some of their wind turbines
in 2009 and 2010. During the Track Record Period, approximately 61%, 86% and 89%,
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respectively, of our total wind power installed capacity were partially affected by grid
congestion. In addition, we did not receive any compensation from grid companies for the loss
of power generation due to grid congestion.

The Recommendations from the Chinese Communist Party Central Committee
regarding the Formulation of the 12t Five-Year-Plan for National Economy and Social
Development (<Hrkrb s Bl ik il < B R &S A AL & 8% 2 + M IAE R B €28)) indicate that the PRC
government will enhance power grid constructions during the 12t Five-Year-Plan period,
which is from 2011 to 2015, and develop a more technically advanced power grid system in
China. The State Council issued the Decision to Accelerate the Fostering and Development of
Strategic New Industries (B2 s & s o 157 B 2619 € )) which set forth the target to
accelerate the development of an advanced power grid and its operation system that adapts
to new energy development needs. The Inner Mongolia government issued Opinions
regarding Further Accelerating Power Grid Construction in Inner Mongolia
(CBAE— i 5 A R0 1)) which provided for a goal to expand power transmission
channel and to solve the wind power transmission problems. In the meantime, the PRC
government has increased capital investments in grid construction. For example, in 2009, the
State Grid Corporation of China (“SGCC”) announced that it would start building three more
ultra-high voltage (“UHV”) power lines, one of which would connect West Inner Mongolia with
Shanghai, increasing the number of China’s UHV lines to six. SGCC also planned to invest
more than RMB100 billion over the next three to four years on UHV lines and it is expected
that China’s UHV capacity will reach 300 million kW by 2020. The Inner Mongolia government
planned to invest over RMB20 billion in 2009 and 2010 to expand and upgrade its
transmission network. By the end of 2009, the Inner Mongolia Power Corporation had
completed all 33 power transmission and dispatch projects as originally planned. As a result,
we expect that the impact of grid congestion on our wind power business will decrease as the
grid construction develops during the 12t Five-Year-Plan period.

Concession Projects

While we developed most of our existing and pipeline wind power projects pursuant to
investment and development agreements entered into with local governments, as at
December 31, 2010, we had also been awarded and developed four concession projects. The
consolidated installed capacity of our concession projects accounted for 7%, 25% and 22% of
the consolidated installed capacity of our total portfolio as at December 31, 2008, 2009 and
2010, respectively, and revenue from sales of electricity from these wind farms was RMB82.1
million, RMB183.7 million and RMB485.6 million, accounting for 4%, 4% and 13% of our total
revenue, for the years ended December 31, 2008, 2009 and 2010, respectively. Pursuant to
the concession agreements, the on-grid tariff for our concession projects, Wulanyiligeng Wind
Farm, Jixianghuaya Wind Farm Phase |, Zheligentu Wind Farm Phase | and Huitengxile Wind
Farm Phase | is RMB0.4680 per kWh (VAT inclusive), RMB0.5790 per kWh (VAT inclusive),
RMB0.5100 per kWh (VAT inclusive) and RMB0.3820 per kWh (VAT exclusive),
respectively®, during the first 30,000 hours of power generation at full load, after which the
Note:

(1) The on-grid tariffs provided in the concession agreements for our Wulanyiligeng Wind Farm, Jixianghuaya Wind Farm
Phase | and Zheligentu Wind Farm Phase | are not the actual on-grid tariffs applicable to these concession projects. The

actual applicable on-grid tariffs include a premium provided by the local grid company to refund our expenditures in funding
the construction of power grid that connects to these wind farms.
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average prevailing market price shall apply. Our operating costs for these concession projects
was RMB42.4 million, RMB87.6 million and RMB229.5 million for the years ended December
31, 2008, 2009 and 2010, respectively.

We entered into service concession arrangements with the provincial DRC of Inner
Mongolia for all of our concession projects through a competitive tender process. According to
the service concession agreements, we are granted by the provincial DRC of Inner Mongolia
the exclusive right to develop and operate these wind farms and enjoy all economic benefits
from the operation during the concession period of 25 years. Consequently, the concession
rights related to our concession projects, namely Wulanyiligeng Wind Farm, Jixianghuaya
Wind Farm Phase |, Zheligentu Wind Farm Phase | and Huitengxile Wind Farm Phase |, are
expected to expire in 2034, 2034, 2034 and 2032, respectively, unless we successfully
negotiate and obtain renewal from the provincial DRC of Inner Mongolia before such
concession rights expire. Meanwhile, we are responsible for the design, construction,
commissioning, operation and maintenance of the concession projects during the concession
period. At the end of the concession period, we need to dismantle the wind farms or negotiate
with the provincial DRC of Inner Mongolia for an extension of the concession period. We have
invested approximately RMB4.0 billion in the development of these projects and expect to
recover the investment costs between 10 to 13 years. In addition, the concession agreements
may be terminated for reasons including but not limited to abandoning the wind farm
construction or operation, bankruptcy of our project companies, and material breach by either
party. As a result, should we fail to negotiate and obtain renewal from the provincial DRC of
Inner Mongolia when the concession periods for our related projects expire, we may lose our
right to operate these wind farms and our results of operations may be adversely affected. For
risks related to the non-renewal of our concession arrangements, please see the section
headed “Risk Factors—Risks Relating to Our Wind Power Business—The wind farms that we
operate under service concession arrangements are for a period of 25 years and may not be
renewed upon expiry”.

In addition to revenue from sales of electricity generated by our concession projects,
we also record service concession construction revenue and service concession construction
costs in connection with the construction of our concession projects. According to
International Financial Reporting Interpretation Committee—IFRIC-12 Service Concession
Arrangement, revenue from providing construction services under concession arrangements
are recognized by reference to the stage of completion of the concession arrangements at the
end of each reporting period, as measured by contract cost incurred for work performed to
date bear to the estimated total contract cost. Operation or service revenue is recognized in
the period in which the services are provided. Also, an intangible asset arises from the
concession arrangement when the operator in the concession arrangement has a right to
charge for the usage of the concession infrastructure. Intangible assets received as a
consideration for providing construction services in a concession arrangement are measured
at fair value upon initial recognition if the financial assets cannot be recognized according to
the definition in IAS 39—Financial Instruments: Recognition and Measurement. Subsequent
to initial recognition the intangible asset is measured at cost less accumulated amortization
and accumulated impairment losses. We recognize service concession construction revenue
at fair value and relevant intangible assets in respect of the construction work completed for
concession projects pursuant to the relevant concession agreements between us and the
relevant local government authorities. As we subcontract substantially all construction
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activities of our concession projects to third parties, we recognize total construction costs as
the fair value of construction services. As a result, the service concession construction
revenue is equal to the service concession construction cost recorded during the relevant
period, and thus has no effect on our operating profit or net profit for the relevant period. The
carrying value of concession projects as at December 31, 2008, 2009 and 2010 were
RMB1,566.1 million, RMB3,866.9 million and RMB3,668.7 million, respectively. The duration
of the relevant concession arrangements is normally 25 years (including the construction
period) and the useful lives of the wind farms and the concession rights are limited to such
period. We had four concession arrangements with the provincial DRC of Inner Mongolia
during the Track Record Period and all construction work were completed by the end of 2009.
For more details, see the sections headed “Financial Information—Description of key
statement of comprehensive income line items” and “Financial Information—Results of
Operations” and “Appendix I—Accountants’ Report”.

Our PRC legal advisor has advised that we have the right to subcontract to third
parties for the construction of our wind farms under the concession agreements. However, we
may still be liable for the construction of these wind farms subcontracted to third parties
pursuant to the concession agreements.

Small to Medium Hydropower and Other Clean Energy Generation Businesses

In addition to our gas-fired power and heat energy generation business and wind
power business, we are also engaged in other clean energy businesses, as a supplement to
our two business segments, which enables us to take advantage of the favorable regulatory
environment encouraging the development of clean energy business, including mandatory off-
take of power generated using renewable energy, top dispatch priority, and hydropower and
solar power being one of key renewable energy development sectors from 2010 to 2020.

In 2008, 2009 and 2010, revenue generated from our hydropower and other
businesses were RMB59.5 million, RMB148.9 million and RMB 56.6 million, representing
4.4%, 6.2% and 1.6% of our total reportable segment revenue, respectively.

Revenue from our hydropower and other business increased by 150.2% from
RMB59.5 million in 2008 to RMB148.9 million in 2009, primarily due to the full-year operation
of two additional power plants in 2009, compared to the partial year operation of those power
plants in 2008. Our bio-mass power plant (Shandong Jingneng Straw-fired Biomass Power
Plant) commenced operations in September 2008 and our hydropower plant (Heishui
Sanlian—Zhawo Grade | Hydropower Plant) commenced operations in July 2008. However,
revenue from our hydropower and other business decreased to RMB56.6 million in 2010
primarily due to the divestiture of four subsidiaries that do not conduct clean or renewable
energy generation business, namely Beijing Yuanshen Energy-saving Technology Co., Ltd.,
Beijing Boer Energy-saving Equipment Technology Development Co., Ltd., Beijing
Huayuangaojie Energy Supplying Technology Co., Ltd. and Beijing Jiajie Boda Automobiles
Energy Saving Technology Co., Ltd. In January 2011, we transferred our entire interest in
Shandong Jingneng Straw-fired Biomass Power Plant to BEIH. See the section headed “Our
History, Reorganization and Corporate Structure—Acquisitions and Transfers”.
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Reportable segment profit from our hydropower and other business was RMB21.3
million in 2008 and reportable segment loss was RMB1.2 million in 2009 and RMB51.9 million
in 2010. The reportable segment loss in 2009 of RMB1.2 million reflected: (a) an operating
loss from our corporate administrative activities relating to this segment of RMB8.2 million,
(b) an operating loss at Shandong Jingneng Straw-fired Biomass Power Plant of RMB1.8
million, partially offset by (c) an operating profit at our Heishui Sanlian—Zhawo Grade |
Hydropower Plant of RMB1.8 million, (d) an operating profit of RMB4.3 million from the four
subsidiaries that were divested and are not in clean or renewable energy generation business
as mentioned above and (e) other operating profit of RMB2.7 million.

The reportable segment loss in 2010 increased to RMB51.9 million. This increase
mainly reflected the loss of revenues and profits from the divestiture of the four subsidiaries
mentioned above and the increase in operating losses at Shandong Jingneng Straw-fired
Biomass Power Plant to RMB37.2 million in 2010 due to higher raw material prices from a
shortage of raw materials.

As at December 31, 2010, we had one small to medium hydropower project in
operation in Sichuan Province, with a consolidated installed capacity of 6.40 MW, and four
small to medium hydropower projects under construction in Sichuan province and Yunnan
province, with a consolidated capacity under construction of 224.40 MW.

As at December 31, 2010, we also had two pipeline small to medium hydropower
projects in Yunnan Province with a consolidated estimated capacity of 34.00 MW. Please see
the paragraph headed “—Our Small to Medium Hydropower and Other Clean Energy
Generation Businesses—Our Pipeline Small to Medium Hydropower and Other Clean Energy
Power Projects” below for further details.

We expect our small to medium hydropower business to have 12.80 MW and
264.80 MW of consolidated installed capacity by the end of 2011 and 2012, respectively.

As at December 31, 2010, our small to medium hydropower and other clean energy
generation businesses had 6.40 MW of consolidated installed capacity (excluding the
24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant, which
was divested in January 2011), representing 0.3% of the consolidated installed capacity of
our total power portfolio. We also had pipeline projects for other clean energy businesses
such as solar power. We expect to have 12.80 MW and 309.39 MW of consolidated installed
capacity for our small to medium hydropower and other clean energy generation businesses
by the end of 2011 and 2012, respectively.
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Our Power Plants

The table below illustrates all of our power (including heat energy generation) plants in

operation as at December 31, 2010:

Gas-fired Power and Heat Energy Generation Business

Taiyanggong Power Plant (cogeneration)

N e N

Jingfeng Power Plant (cogeneration)

(RUBRSEINTERE) .. .o\t

Jinggiao Power Plant (heat energy generation)

(RAFRSEANTERE) .. .o\t

Subtotal ........... ... ... ..

Wind Power Business

Woulanyiligeng Wind Farm@)

(BEIBIERES) ..o
Huitengxile Wind Farm Phase @

(FRBSSBERES ) ...
Chayouzhong Wind Farm Phase I

(BEAPEES ) .
Lumingshan Guanting Wind Farm Phase |

(PRSI EBEEES ) ... ..o
Lumingshan Guanting Wind Farm Phase Il

(RS I EMEEES ) ... ..
Chayouzhong Wind Farm Phase |

(BEHPEES W) ..
Jixianghuaya Wind Farm Phase @

(EHETEES ) ..
Jixianghuaya Wind Farm Phase |l

(BAEREREEIS M)
Shangdu Wind Farm Phase |

(FEEES =) .
Saihan Wind Farm Phase |

(BEFEBH W) .

Notes:

Installed
Location Capacity Ownership
(Mw)
........... Beijing 780.00(M 74%
........... Beijing 410.00M 100%
........... Beijing — (@ 80.03%
........... 1,190.00
Installed Warranty
Location Capacity Ownership Period
(Mw) (months)
Inner Mongolia 300.00 100% 24
Inner Mongolia 100.50 100% 24
Inner Mongolia  50.00 100% 24
Beijing 49.50 100% 48
Beijing 49.50 100% 24
Inner Mongolia  49.50 100% 24
Inner Mongolia  49.50 100% 24
Inner Mongolia  49.50 100% 24
Inner Mongolia  49.50 100% 24
Inner Mongolia  49.50 100% 24

(1) As at December 31, 2010, the installed heat energy generation capacity for the Taiyanggong Power Plant, the Jingfeng
Power Plant and the Jinggiao Power Plant were 465.00 MW, 116.00 MW and 464.00 MW, respectively.
(2) As at December 31, 2010, our Jinggiao Power Plant was a heat energy generation plant, and did not generate any

electricity.
(3) This project is a concession project.
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Installed Warranty
Wind Power Business Location Capacity Ownership Period
(Mw) (months)

Saihan Wind Farm Phase |l

(FEFRES ) .. Inner Mongolia 49.50 100% 24
Zheligentu Wind Farm Phase I

(FRBEERES M) ..o Inner Mongolia 49.50 100% 24
Huolinhe Wind Farm Phase |

(EMMRES W) ..o Inner Mongolia 49.50 100% 24
Changtu Taiyangshan Wind Farm

(BERBIERER) .. Liaoning province 49.50 100% 24
Zheligentu Wind Farm Phase 1()

(FRBERES M) ... e Inner Mongolia 48.75 100% 24
Yanqging Wind Farm

(EBEJRED) .o Beijing 15.00 100% 48
Subtotal ......... ... ... 1,058.75

Installed
Small to Medium Hydropower and Other Businesses® Location Capacity = Ownership
(mw)

Heishui Sanlian—Zhawo Grade | Hydropower

Plant

(B/K = — R —HOKAEIE) .. Sichuan province 6.40 100%
Subtotal ............ ... ... ... ... 6.40
TOTAL ... . 2,255.15
Notes:

(1) This project is a concession project.

(2) These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,

which was divested in January 2011.
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Projects Under Construction

The table below illustrates our projects under construction as at December 31, 2010:

Gas-fired Power and Heat Energy Generation Business

Jinggiao Power Plant Phase Il (SO AREER W) ... ...
Subtotal . ......... .. ... .

Wind Power Business

Chifenggigan Wind Farm Phase |

(RIEBATRGESS /1) .
Xinganmeng Keyouzhonggi Wind Farm Phase |

(FZBARARHURES /) o
Ningxia Taiyangshan Wind Farm Phase |

(BERERBINEFES /) oo
Ningxia Taiyangshan Wind Farm Phase Il

(BERRBINEFES W) oo
Balinyou Wind Farm Phase |

EMRARES W)
Shangdu Wind Farm Phase Il

(BEEEES )
Lumingshan Guanting Wind Farm Phase Il (Density

Increased)

(R LU B RERRE S M)
Huitengxile Wind Farm Phase |l

(FERESBRESS ) .
Huolinhe Wind Farm Phase I

(BEAMRIRGES ) ..

Subtotal ........ ... ...

Small to Medium Hydropower and Other Businesses

Na Bang Hydropower Plant
(IBFIRTEIR)
Heishui Sanlian—Deng Peng Grade | Hydropower Plant
(FROK= — B —BOKTESE)
Heishui Sanlian—Deng Peng Grade Il Hydropower Plant
(FROK= — B BOKTESE)
Heishui Sanlian—Zhawo Grade Il Hydropower Plant
(RR=H — BB AUKEIN) .

Subtotal ...... ... ... ..
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Capacity
Under
Location Construction Ownership
(Mw) (%)
Beijing 838.20 80.03
838.20
Capacity
Under
Location Construction Ownership
(Mw) (%)
Inner Mongolia 49.50 100.00
Inner Mongolia 49.50 100.00
Ningxia 49.50 100.00
Ningxia 49.50 100.00
Inner Mongolia 49.50 100.00
Inner Mongolia 49.50 100.00
Beijing 36.00 100.00
Inner Mongolia 30.00 100.00
Inner Mongolia 30.00 100.00
393.00
Capacity
Under
Location Construction Ownership
(Mw) (%)
Yunnan province 180.00 100.00
Sichuan province 20.00 100.00
Sichuan province 18.00 100.00
Sichuan province 6.40 100.00
224.40
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Pipeline Projects

The table below illustrates our pipeline projects as at December 31, 2010:

Gas-fired Power and Heat Energy
Generation Business

Wind Power Business
Tier 10 Pipeline Wind Power Projects

Subtotal ................ ... ... .....

Tier 20 Pipeline Wind Power Projects

Subtotal ................ ... ... .....

Tier 30 Pipeline Wind Power Projects

Subtotal ................ ... ... .....
Total ............ ...

Small to Medium Hydropower and Other
Businesses

Note:

Number Consolidated Estimated

of Estimated Capital

Location Projects Capacity Expenditure

(RMB in
(mw) millions)
Beijing 2 1,000.00 4,490.0
2 1,000.00 4,490.0
Inner Mongolia 1 49.50 396.0
Liaoning Province 1 49.50 396.0
2 99.00 792.0
Inner Mongolia 8 1,147.50 9,180.0
Ningxia 7 346.50 2,772.0
Beijing 1 49.50 396.0
16 1,543.50 12,348.0
Inner Mongolia 8 1,098.00 8,784.0
Beijing 3 199.00 1,592.0
Hebei Province 1 100.00 800.0
12 1,397.00 11,176.0
30 3,039.50 24,316.0
Beijing 2 34.59 806.4
Yunnan Province 2 34.00 201.5
Ningxia 1 10.00 210.0
5 78.59 1,217.9

(1) Definitions of Tier 1, Tier 2 and Tier 3 pipeline wind power projects are provided in the paragraph headed “—Our Pipeline

Wind Power Projects” below.
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The table below sets out details with respect to the installed capacity of our clean

energy business as at the dates indicated:

As at December 31, CAGR
2008 2009 2010 2008 to 2010
(in Mw) (%)
Total installed capacity("
Gas-fired Power and Heat Energy Generation® ... 1,190.00 1,190.00 1,190.00 —
WindPower . ....... ... ... 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . ...................... 6.40 6.40 6.40 —
Total ........ ... . . . 1,361.40 2,007.65 2,255.15 28.70%
Consolidated installed capacity®®
Gas-fired Power and Heat Energy Generation® ... 1,190.00 1,190.00 1,190.00 —
WindPower . ....... ... ... 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . ...................... 6.40 6.40 6.40 —
Total ........ ... . . . 1,361.40 2,007.65 2,255.15 28.70%
Attributable installed capacity®)
Gas-fired Power and Heat Energy Generation® . .. 987.20 987.20 987.20 —
WindPower . ....... ... ... 165.00 811.25 1,058.75 153.31%
Small to Medium Hydropower and Other Clean
Energy Generation® . ........... ... ... ..... 6.40 6.40 6.40 —
Total ....... .. ... .. .. 1,158.60 1,804.85 2,052.35 33.09%
Notes:

M

Total installed capacity represents the aggregate installed capacity of our project companies or individual projects under one
project company, which is calculated by including 100% of the installed capacity of the project companies in which we have
an interest, regardless of the level of our ownership in each of those companies. Total installed capacity includes the
capacity of our associated companies.

Consolidated installed capacity represents the aggregate installed capacity of our project companies that we fully
consolidate in our consolidated financial statements. This is calculated by including 100% of the installed capacity of our
project companies that we fully consolidate in our consolidated financial statements and are deemed as our subsidiaries.
Consolidated installed capacity does not include the capacity of our associated companies.

Attributable installed capacity represents the aggregate installed capacity of our project companies or individual projects
under one project company in which we have an interest in proportion to the level of ownership in each of those companies.
It is calculated by multiplying our percentage ownership in each project company in which we have an interest, whether or
not such interest is a controlling interest, by its total installed capacity. It includes the capacity of both our subsidiaries and
associated companies but only to the extent of our equity ownership in such companies.

These figures do not include the installed heat energy generation capacity for the Taiyanggong Power Plant, the Jingfeng
Power Plant and the Jinggiao Power Plant.

These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,
which was divested in January 2011.
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The following table sets out the key operational information of our projects by
geographic region for the periods indicated:

Gas-fired Power and Heat Energy Generation Business

As at or for the year ended
December 31,

2008 2009 2010
Beijing
Consolidated Installed Capacity (MW) ................ 1,190.00 1,190.00 1,190.00
Average Consolidated Installed Capacity (MW) ......... 865.00 1,190.00 1,190.00
Consolidated Capacity Under Construction (MW) ... .... — — 838.20
Average UtilizationHours .. ....... ... ... .. ... ..... 3,575 3,239 4,237
Wind Power Business

As at or for the year ended
December 31,

2008 2009 2010
Inner Mongolia
Consolidated Installed Capacity (MW) ................ 100.50 697.25 895.25
Average Consolidated Installed Capacity (MW) ......... 100.50 273.69 854.00
Consolidated Capacity Under Construction (MW) . ...... 695.75 198.00 258.00
Average UtilizationHours .. ....... ... ... ... ... ..., 2,157 2,376 2,408
Beijing
Consolidated Installed Capacity (MW) ................ 64.50 64.50 114.00
Average Consolidated Installed Capacity (MW) ......... 24.75 64.50 78.25
Consolidated Capacity Under Construction (MW) . ...... — 85.50 36.00
Average UtilizationHours .. ....... ... ... ... ... ... 2,153 1,895@ 2,359
Liaoning Province
Consolidated Installed Capacity (MW) ................ — 49.50 49.50
Average Consolidated Installed Capacity (MW) ......... — 19.25 49.50
Consolidated Capacity Under Construction (MW) . ...... 49.50 — —
Average UtilizationHours .. ......... ... ... ... .. ..... — 1,515 1,717

Ningxia
Consolidated Installed Capacity (MW) . ............... — — —
Average Consolidated Installed Capacity (MW) ......... — — —
Consolidated Capacity Under Construction (MW) ....... — — 99.00
Average UtilizationHours .. ......... ... ... ... .. ..... — — —

Notes:

(1) This decrease was due to our Jingfeng Power Plant returning to its normal power generation volume. As a gas-fired power
plant and a clean energy provider, the Jingfeng Power Plant was requested to generate a larger portion of the electricity
needed in Beijing so as to safeguard the air quality for the 2008 Beijing Olympic Games.

(2) This decrease was due to power grid upgrades to increase transmission capacity that affected our wind farms in Beijing. The
power grid upgrade took several months, during which operations of our wind farms in Beijing were partially affected,
resulting in such decrease of average utilization hours.
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Small to Medium Hydropower and Other Businesses(")

As at or for the year ended
December 31,

2008 2009 2010
Sichuan Province
Consolidated Installed Capacity (MW) ................ 6.40 6.40 6.40
Average Consolidated Installed Capacity (MW) ......... 2.67 6.40 6.40
Consolidated Capacity Under Construction (MW) ....... 44.40 44.40 44.40
Average UtilizationHours .. ....... ... ... ... .. .. ... 892 3,529 3,438

Yunnan Province

Consolidated Installed Capacity (MW) ................ — — —
Average Consolidated Installed Capacity (MW) ......... — — —
Consolidated Capacity Under Construction (MW) . ...... 180.00 180.00 180.00
Average UtilizationHours .. ......... ... ... ... ... ... — — —

The following table sets out the key operational information for the periods indicated:

For the year ended

Key Operational Data December 31,

2008 2009 2010
Consolidated gross power generation?(GWh)
Gas-fired Power and Heat Energy Generation ....................... 3,092 3,855 5,042
Wind POWer . . ... 270 802 2,326
Small to Medium Hydropower and Other Clean Energy Generation . . .. .. 6 23 22
Consolidated net power generation® (GWh)
Gas-fired Power and Heat Energy Generation ....................... 3,044 3,748 4,906
Wind POWer . . ... 266 787 2,288
Small to Medium Hydropower and Other Clean Energy Generation . . .. .. 6 23 22
Consolidated heat energy generation (kGJ) ...................... 1,123.2 5,114.8 5,625.1
Average utilization hours®
Gas-fired Power and Heat Energy Generation ....................... 3,575 3,239 4,237
Wind POWer . . ... e 2,156 2,243 2,369
Small to Medium Hydropower and Other Clean Energy Generation . . .. .. 89260 3,529 3,438
Notes:

M
@)
@)

These figures do not include the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant,
which was divested in January 2011.

Consolidated gross power generation represents the aggregate gross power generation of our project companies that we
fully consolidate in our financial statements for a specified period.

Consolidated net power generation represents the aggregate net power generation of our project companies that we fully
consolidate in our financial statements for a specified period, which is the amount of electricity we sold to local grid
companies which contributes to our revenue and equals to gross power generation less (i) auxiliary electricity usage and
(i) transmission loss. Income attributable to the sales of electricity generated during the construction and testing period is
not included in the revenue of electricity sales, but is offset against the cost of property, plant and equipment.

Average utilization hours represents the consolidated gross power generation in a specified period divided by the average
consolidated installed capacity in the same period.

The low average utilization hours in 2008 for our small to medium hydropower and other clean energy generation
businesses was caused by the Sichuan earthquake, which has caused significant damage to the power grid system in
Sichuan province, where our hydropower plant was located. As a result, our hydropower plant suffered significant limitations
on grid connection in 2008 as the local grid could not be connected to the regional master grid.

Our revenue was RMB2,256.7 million, RMB4,785.5 million and RMB3,642.8 million for

the years ended December 31, 2008, 2009 and 2010, respectively, representing a CAGR of

160



BUSINESS

27.05%. Our Adjusted Revenue was RMB1,809.8 million, RMB2,844.1 million and
RMB4,063.3 million for the years ended December 31, 2008 and 2009 and 2010,
respectively, representing a CAGR of 49.83%. Please see the section headed “Financial
Information—Basis of Presentation” on how Adjusted Revenue is calculated. Our profit
attributable to the equity owners of our Company was RMB45.0 million, RMB179.6 million and
RMB488.9 million for the years ended December 31, 2008, 2009 and 2010, respectively,
representing a CAGR of 229.61%.

The following table sets forth certain selected financial information relating to our
business for the years ended December 31, 2008, 2009 and 2010:

For the year ended December 31,

Key Financial Data 2008 2009 2010
Segment revenue (RMB’000)™ .. ... ... ... .. .. .. .. ......
Gas-fired Power and Heat Energy Generation ............. 1,163,718 1,893,108 2,553,763
Wind Power . ... 115,305 367,800 1,032,494
Small to Medium Hydropower and Other Clean Energy
Generation .. ... . 59,495 148,864 56,561
Total reportable segmentrevenue ........................ 1,338,518 2,409,772 3,642,818
Service concession constructionrevenue .................... 918,135 2,375,681 —
Revenue (RMB’000) ........... ... ... ..o iiiiiinnan.. 2,256,653 4,785,453 3,642,818
Adjusted Revenue (RMB’000)® . .......................... 1,809,845 2,844,062 4,063,305
Reportable segment profit / (loss) (RMB’000) ............... 239,780 469,653 971,401
Gas-fired Power and Heat Energy Generation ............. 186,108 286,542 466,490
Wind Power . ... . 32,340 184,289 556,838
Small to Medium Hydropower and Other Clean Energy
Generation . ... 21,332 (1,178)  (51,927)
Adjusted Segment Operating Profit / (Loss) (RMB’000)® . . . .. 208,865 323,697 782,844
Gas-fired Power and Heat Energy Generation ............. 185,104 190,430 324,008
Wind Power . ... .. 8,336 144,984 521,543
Small to Medium Hydropower and Other Clean Energy
Generation . ... 15,425 (11,717)  (62,707)
Adjusted Segment Operating Profit / (Loss) Margin (%)®? .. .. 11.5 11.4 19.3
Gas-fired Power and Heat Energy Generation . ............ 11.3 8.2 10.9
Wind Power ... ... 7.2 38.6 49.9
Small to Medium Hydropower and Other Clean Energy
Generation . ... 25.9 (7.9) (110.9)
Notes:

(1) This is derived from note 46 to the Accountants’ Report in Appendix I.

(2) Adjusted Revenue, Adjusted Segment Operating Profit and Adjusted Segment Operating Profit Margin are not standard
measures under IFRSs. Please see “Financial Information” regarding how these financial measures are calculated and other
details, including a reconciliation to / from the relevant IFRSs financial line-item.

In addition, as at the Latest Practicable Date, we owned a 20% equity interest in
Beijing Jingneng International, which contributed nil, nil and 14.53% to our profit for the years
ended December 31, 2008, 2009 and 2010. Beijing Jingneng International is mainly engaged
in the investment and operation of coal-fired power plants. As at December 31, 2010, the total
installed capacity of Beijing Jingneng International was 13,675.00 MW, and the installed
capacity attributable to us from Beijing Jingneng International was 914.09 MW. In 2010,
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Beijing Jingneng International divested its Zhangshan Power Plant which was not profitable,
and in 2011 it commenced commercial operation of its Daihai Power Plant Phase Il with a
total installed capacity of 1,200.00 MW and gradually commenced operation of its Ningdong
Power Plant with two units and a total installed capacity of 1,320.00 MW. As a result, the
installed capacity attributable to us from Beijing Jingneng International is expected to reach
1,229.43 MW and 1,229.43 MW by the end of 2011 and 2012, respectively.

COMPETITIVE STRENGTHS

We believe that our strong market position in the clean energy industry in China is a
result of our competitive strengths which are set out below:

Our diversified portfolio of clean energy projects rapidly enhances our growth and
future profitability

We are the largest gas-fired power provider in Beijing and a leading wind power
operator in the PRC, with a diversified clean energy portfolio including gas-fired power and
heat energy, wind power, small to medium hydropower and other clean energy projects.
According to Beijing Electric Power Industry Association (1Lt % 1172 ®), we were the largest
gas-fired power provider in Beijing during the Track Record Period, in terms of consolidated
installed gas-fired power capacity. According to the HydroChina Report, as at December 31,
2009 and 2010, we were the sixth and eighth largest wind farm operator in the PRC,
respectively, in terms of consolidated connected capacity. As at December 31, 2010, the
consolidated installed capacity of our gas-fired power and heat energy generation business,
our wind power business and small to medium hydropower and other clean energy generation
businesses amounted to 1,190.00 MW, 1,058.75 MW and 6.40 MW (excluding the 24.00 MW
installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant, which was
divested in January 2011), respectively. As at December 31, 2010, we had successfully
registered with CDM EB 14 CDM projects, two of which were gas-fired cogeneration projects,
11 of which were wind power projects and one of which was a biomass project.

Our diversified generation portfolio enables us to diversify the risks that we would face
were we to utilize a single resource for electricity generation, positions us to capture future
growth opportunities in other clean energy businesses such as solar power and
waste-to-energy, and enables us to expand the range of markets we are able to serve. By
strategically allocating our resources to the development and operation of diverse clean
energy markets, we believe that we have obtained, and will continue to enhance, our value
creation opportunities, as well as our competitive advantages in the medium and long term.

As at December 31, 2010, we also had two pipeline gas-fired cogeneration projects
with a consolidated estimated capacity of 1,000.00 MW, 30 pipeline wind power projects with
a consolidated estimated capacity of 3,039.50 MW, and two pipeline small to medium
hydropower projects with a consolidated estimated capacity of 34.00 MW. We believe the
diversity of our pipeline projects will help us successfully expand our business with a
diversified portfolio of clean energy.
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Our gas-fired power and heat energy generation and wind power projects are
strategically located and these two segments have reached and will continue to benefit
from an optimized geographic coverage

Our gas-fired power plants and most of our wind farms are strategically located in
Beijing and Inner Mongolia, which we believe can offer us significant advantages in terms of
favorable government incentives and policies, abundant wind resources, as well as large
demand for electricity and heat consumption as a result of urbanization and population
growth. These advantages are expected to aid the future development of our clean energy
business, particularly in our gas-fired and wind power generation segments.

All of our gas-fired power plants are located in Beijing and we are the only wind farm
operator in Beijing. As the political, economic and cultural center in China, Beijing has very
strict standards for environmental protection, energy saving and emission reductions, in order
to safeguard and improve energy efficiency, air quality and living standards. Based on our
insights and experience in the power market in Beijing, we believe that natural gas is an ideal
and indispensable clean energy source for power and heat energy generation in Beijing.
Compared to traditional coal-fired power plants, gas-fired power plants are designed to
handle frequent and fast power start-ups and are therefore capable of satisfying ad-hoc
demand for electricity dispatch. The electricity generation of our gas-fired power plants can be
increased and efficiently adjusted within a relatively short period of time, thereby enabling us
to flexibly provide electricity during peak periods and capture additional power sales when a
sudden increase in demand for electricity occurs. Moreover, we believe that we will benefit
from the development of the Shaanxi-Beijing Gas Pipeline Project (Wi RKAFE#H THA) and
West-East Gas Pipeline Project (Pis% i 4% T12), which is expected to increase the supply of
natural gas to Beijing.

We operate a majority of our wind farms in West Inner Mongolia. As at December 31,
2010, the consolidated installed capacity of our wind farms in West Inner Mongolia was
845.75 MW, making us the largest wind power provider in West Inner Mongolia based on
consolidated installed capacity, according to the Inner Mongolia Power (Group) Co., Ltd.
Dispatch and Communication Center. West Inner Mongolia is known to possess the best wind
resources in China, according to Center for Wind and Solar Energy Resources Assessment of
China Meteorological Administration (+ EI%% =)@ RER I REE R G+ 0). Our Directors believe
that our wind power business can benefit from wind resources as well as favorable
government policies in West Inner Mongolia.

We are the largest gas-fired power provider in Beijing and are well positioned to
continue to develop gas-fired power and heat energy generation projects in order to
maintain our dominant leading position in Beijing

We are a leading gas-fired power and heat provider in Beijing. According to Beijing
Electric Power Industry Association (dtxi®% 1171 ®), we were the largest gas-fired power
provider in Beijing during the Track Record Period, in terms of consolidated installed gas-fired
power capacity. As at December 31, 2010, the consolidated installed capacity for our
gas-fired power projects amounted to 1,190.00 MW, accounting for approximately 61% of the
total installed gas-fired power capacity of Beijing. As at December 31, 2010, our consolidated
installed heat energy generation capacity was 1,045.00 MW, with a heat energy supply
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coverage area of 17 million square meters, accounting for approximately 73.9% of Beijing’s
gas-fired cogeneration centralized heat energy generation.

Gas-fired power plants are more environmentally friendly as they emit less carbon
dioxide as well as other harmful substances including sulphur dioxide and nitrogen oxides as
compared to coal-fired power plants. As a result, we are able to provide an energy-efficient
and environmentally friendly energy source for producing electricity and heat energy in
Beijing. As at December 31, 2010, we had two sets of 9F-grade gas-fired gas-steam
combined cycle cogeneration system with an aggregated installed capacity of 1,190.00 MW.

Located in northern China, Beijing generates significant demand for heat energy in
winter, and ensuring sufficient heat energy supply has always been an important
responsibility for the Beijing government. Since electricity and heat energy are generated
simultaneously in the cogeneration process, our cogeneration plants have enjoyed electricity
dispatch priority during winter to safeguard the generation of heat energy, allowing us to have
stable sales of electricity.

Capitalizing on our leading market position in Beijing and our advanced technology
capability, our gas-fired power and heat energy generation business is well-positioned to
exploit foreseeable growth of gas-fired power industry in Beijing metropolitan area. The
Circular of the Beijing People’s Government Approving and Forwarding The Opinions on
Accelerating the Structuring of Beijing’'s Safe, Efficient and Low Carbon Urban Heating
System by the NDRC Beijing Branch  (CHtsti A RER s 5 i ol 22 B i i g A iy
A AR R R T A R A B R LR AD) issued by the Beijing People’s Government has set a
target to increase natural gas usage as a percentage of total energy usage to 20% by 2015,
and above 25% by 2020. In addition, the above Circular states that Beijing is planning to
construct four major heat and power centers, i.e. cogeneration plants within Beijing
metropolitan area, raising the total installed capacity of gas-fired cogeneration plants in
Beijing from 1,960.00 MW as at December 31, 2010 to 6,860.00 MW by 2015. Moreover,
because the supplies of heat energy only cover areas within a limited radius, we expect that
more cogeneration plants will be constructed in the near future as the heat energy generation
market expands in Beijing.

Furthermore, benefiting from our long-term relationships with BDHG and Beijing Gas
Group, we are well-positioned to capture development opportunities of heat energy
generation market in Beijing in line with Beijing city’s development scheme.

Our wind power business experienced fast growth during the Track Record Period, and
we have extensive experience and capabilities to effectively and efficiently develop and
operate our wind power business to help maximize our profitability

We entered into the PRC wind power market in 2003. According to the HydroChina
Report, as at December 31, 2009 and 2010, we ranked sixth and eighth in the PRC,
respectively, in terms of consolidated connected capacity. Our wind power business has
experienced rapid growth in terms of consolidated installed capacity, which increased from
165.00 MW as at December 31, 2008 to 811.25 MW as at December 31, 2009, and further
increased to 1,058.75 MW as at December 31, 2010 representing a CAGR of 153.31%.
According to China Wind Power Outlook 2010 (< )&\ %% & #: 52010)), our Wulanyiligeng Wind
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Farm (300.00 MW) was one of the largest concession projects in China in terms of installed

capacity.

We have extensive managerial and technical experience in each stage of developing
and operating a wind power project, including organizing design, pre-construction services,
equipment procurement, construction, commissioning and testing, operation, repair and
maintenance.

We have strong in-house capacity and capability to carry out various
pre-construction services for our wind farm projects, including testing and
assessing wind resources, organizing the preparation of feasibility reports, and
providing technical support in the development of our pipeline wind power
projects. In addition, we are able to capitalize on our expertise and advantages in
preconstruction phases to organize project budget review, control project
investment and streamline internal decision procedures, thereby developing
projects rapidly.

To secure a reliable supply of wind turbines for our wind power projects and to
allow us access to the latest technology, we have established long-term strategic
relationships with leading wind turbine suppliers, which enables us to receive
favorable procurement terms, such as competitive prices, flexible payment terms
and comprehensive after-sale services.

We have a dedicated and professional team with extensive experience in
operating and managing wind farms. To improve our operational efficiency, since
2009, we have operated a centralized monitoring system to operate our wind
farms that are located in West Inner Mongolia. We are the first wind power
operator in China to have established a centralized monitoring system. The
system allows us to monitor and control our wind turbines in those wind farms on a
real-time basis in a central location, which has greatly improved our operational
efficiency. In addition, we have a highly skilled and experienced in-house
maintenance team at our wind farms and our subsidiary companies to handle daily
inspection, maintenance and repairs, instead of outsourcing such operations to
third-party service providers, to allow us to increase our operational efficiency,
reliability and quality. For instance, we had a core maintenance team in Inner
Mongolia, where all our team members as of the Latest Practicable Date had
either senior or intermediate level engineering qualifications, and half of them had
more than five years of experience in maintaining wind turbines. We also had on-
site technical support teams at our wind farms in Inner Mongolia, where as of the
Latest Practicable Date, 62% of the team members had over three years
maintenance experience and 42% of them possessed a bachelor's or higher
degree. Moreover, to safeguard the stable operation of our wind farms, we have a
proven inventory policy to guarantee the supply of turbine parts, especially those
that require frequent replacement.

As a result, we are able to achieve and maintain high efficiency. For instance, for the
years ended December 31, 2009 and 2010, the average utilization hours of our wind farms in
West Inner Mongolia were well above the industry average in the same region. The
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availability factor of our wind farms in West Inner Mongolia reached 99.33%, 96.78%, and
97.82% in 2008, 2009 and 2010, respectively.

We operate in the rapidly growing clean energy industry in the PRC and benefit from
favorable government policies promoting the development of a low-carbon economy
and use of clean energy

Our business benefits from favorable laws, regulations and policies implemented by
the PRC government to build an economic model with sustainable economic development for
China by promoting energy-saving and ecologically friendly technologies. China’s greenhouse
gas emissions have increased rapidly along with the fast growth of its economy. According to
the US Energy Information Administration, China is now the largest greenhouse gas emitter
globally. In 2008, China emitted 6,534m tons of carbon dioxide, which increased its 2001
emission level by 100%, and contributed to 21.5% of the world’s total carbon dioxide emission
of 30,377m tons. Due to environmental pollution and driven by the demand for sustainable
economic development, China has been committed to promoting the use of clean energy,
particularly the use of natural gas as the primary fuel source for electricity generation, to
reduce the emissions from electricity generation. On May 4, 2010, the State Council issued
the Circular of the State Council regarding Further Intensifying Efforts Ensuring the
Achievement of the Objective of Energy Saving and Emission Reduction for the 11t Five-
Year-Plan (BB — 2R TAE Iy SR BL “+— 17 Hisesdk B ER0@ %), which targets to
reduce carbon dioxide emissions per unit of GDP by 40 to 45 percent between 2005 and
2020.

The PRC government has promulgated favorable policies and offered significant
incentives to optimize the energy sources that are used to generate electricity in China, with a
focus on increasing the use of clean energy, including wind, natural gas-fired, hydro and solar
power. We believe that we are well-positioned to benefit from these policies and incentives,
which include:

® mandatory grid connection and off-take of electricity generated from approved
renewable energy projects;

® on-grid tariff premiums for renewable energy;

® PRC tax benefits for our wind power, gas-fired power and heat energy generation
and hydropower projects; and

® government grants and subsidies for all of our wind farms in Beijing and our
gas-fired power and heat energy generation business.

Because of these favorable policies and significant incentives, the clean energy
industry in China has experienced rapid growth. According to BP Review, the consumption of
natural gas in China has increased significantly from 24.5 billion cubic meters in 2000 to 88.7
billion cubic meters in 2009, representing a CAGR of 15.4%. Furthermore, the Eleventh Five
Year Plan issued by the NDRC has set a target to increase the proportion of natural gas out
of the total fuel consumption to 5.3% in 2010, an increase of 2.5 percentage points compared
to 2005. Additionally, according to WWEA, the cumulative installed capacity in China’s wind
power industry increased from 2,599 MW as at the end of 2006 to 44,733 MW as at the end

166



BUSINESS

of 2010, representing a CAGR of 103.7%. According to WWEA, China ranked first both in
terms of annual installed capacity in 2010 and in terms of cumulative installed capacity for
wind power as at the end of 2010. We believe we will benefit from the rapid growth in China’s
clean energy industry.

We have an experienced management team with strategic vision and strong
commitment supported by a professional workforce

Our management team has extensive experience in the PRC power industry, in
particular, the clean energy market. Our senior management members have an average of 11
years of experience in the power or energy industry. The Company believes that their
experience and insight in the clean energy industry and their vision for the future development
of the industry will contribute significantly to the growth of our business.

Our Company has a highly skilled workforce with extensive technical know-how and
high levels of qualification and training. Our operation teams in all our business segments are
lead by professionals with extensive experience in their fields, and many have extensive
technical background and experience in the operation and management of our business.

BUSINESS STRATEGIES

We plan to implement the following business strategies to strengthen our market
position in the clean energy industry in the PRC and expand our business:

Increase the scale of our gas-fired power and heat energy generation business to
strengthen our dominant leading position of our gas-fired power business in Beijing

Considering the huge and fast growing demand for electricity and heat energy in
Beijing and regulations promoting the utilization of clean energy, we believe that natural gas is
an ideal and indispensable source of clean electricity and heat energy in Beijing. We intend to
increase our market share and enhance our leading market position in the gas-fired power
and heat energy generation market in Beijing by developing additional energy-efficient and
environmentally friendly gas-fired power cogeneration projects. As at December 31, 2010, we
had a gas-fired cogeneration plant under construction in Beijing with a capacity under
construction of 838.20 MW and a heat energy generation capacity under construction of
592.00 MW. As at December 31, 2010, we also had two pipeline gas-fired power plants in
Beijing with a consolidated estimated capacity of 1,000.00 MW. We plan to increase our
consolidated installed capacity of gas-fired power generation to 2,228.20 MW by the end of
2012.

Continue to expand our wind power operation in strategically selected locations with
abundant wind resources and attractive returns

We believe that the wind power industry enjoys significant advantages over other
renewable energies with respect to cost efficiency, resource availability and technological
maturity. We are committed to strengthening our market position in the PRC’s wind power
industry by expanding our wind power operations in Inner Mongolia and strategically exploring
business opportunities in other regions with abundant wind resources and attractive returns,
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such as Liaoning Province, Hebei Province, Ningxia and Beijing. We have also commenced
our efforts in developing offshore wind power projects.

We intend to further expand our wind power operations in Inner Mongolia, in particular,
West Inner Mongolia, where we have established our leading market position through years
of successful operation. In addition, we will seek suitable opportunities to strategically enter
into regions with abundant wind resources and attractive returns. The factors we will take into
account in evaluating appropriate expansion opportunities include the abundance of wind
power, the on-grid tariff set forth by the local government, the frequency of the occurrence of
grid constraints that may reduce the output of the wind farms and the level of competition for
resources for developing the wind power business.

Develop other renewable energy businesses to capture suitable value creation
opportunities

We intend to adopt an agile and prudent strategy to allocate our resources to develop
our business in diverse clean energy markets. In particular, we will seek suitable opportunities
to expand by developing or planning to develop projects utilizing other renewable energy
sources, including waste-to-energy power generation and solar power.

We intend to develop and expand our small to medium hydropower business with a
focus on southwest China. Southwest China has abundant hydro resources, and possesses
significant economic growth potential with favorable policies promulgated by the PRC
government under its strategy for the large-scale development of western China. In addition
to our pipeline solar power projects in Ningxia, we intend to expand our solar power business
in Inner Mongolia and Beijing. We intend to develop waste-to-energy projects in Beijing where
waste supply is abundant and demand for clean energy is growing.

Continue to enhance the operational and managerial efficiency of each business
segment to improve our profitability

We intend to capitalize on the leading market position of our gas-fired power and heat
energy generation business in Beijing to improve our profitability by focusing on optimizing
fuel usage efficiency, improving the availability and utilization rate of our equipment and
maintaining efficient communications with local grid companies.

Our long-standing strategic relationship with leading wind turbine suppliers allows us to
benefit from stable and timely supply of equipment and spare parts to our wind farms with
favorable terms, including competitive purchase price and favorable after-sales service. We
intend to further strengthen our cooperation with these suppliers to control our operating costs
and improve our management and operating efficiency. In addition, since April 2010, we have
started to establish a central tendering platform in order to consolidate and streamline our
procurement procedures. Please see the paragraph headed “ —Wind Turbine Suppliers”
below for details.

Diversify financing sources and reduce financing costs

We need abundant and stable financing to fund the expansion of our clean energy
business, which is capital intensive in nature. Historically, we have managed to obtain
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competitive terms from financial institutions to fund the expansion of our project companies by
capitalizing on our long credit history and close relationship with them. Going forward, we
intend to maintain the diversified sources of funding from various sources such as bank loans,
short-term financing and other financing facilities to further improve our capital structure and
lower our financing costs.

OUR GAS-FIRED POWER AND HEAT ENERGY GENERATION BUSINESS

We develop, manage and operate gas-fired power and heat energy generation plants.
As at December 31, 2010, our gas-fired power business had a consolidated installed capacity
of 1,190.00 MW. As at December 31, 2008, 2009 and 2010, our consolidated installed capacity
accounted for approximately 65%, 61% and 61%, respectively, of the total gas-fired power
installed capacity in Beijing, making us the largest gas-fired power generation company in terms
of consolidated installed capacity in Beijing, according to Beijing Electric Power Industry
Association (1txtE 11710 #). As at December 31, 2010, we also had a gas-fired cogeneration
plant under construction in Beijing with a capacity under construction of 838.20 MW and a heat
energy generation capacity under construction of 592.00 MW. As at December 31, 2010, our
total heat energy supply coverage area was 17 million m2, accounting for 73.9% of the gas-fired
cogeneration centralized heat energy supply in Beijing, according to BDHG.

As at the Latest Practical Date, we operated our gas-fired power and heat energy
generation business through two gas-fired cogeneration plants, the Taiyanggong Power Plant
and the Jingfeng Power Plant and one gas-fired heat generation plant, the Jinggiao Power
Plant, in which we own 74.00%, 100.00% and 80.03% of the equity interest, respectively. All of
our three gas-fired plants are located in Beijing. During the Track Record Period, we generated
revenue from sales of electricity and heat energy generated from the Taiyanggong Power Plant
and the Jingfeng Power Plant, as well as sales of heat energy generated by the Jinggiao Power
Plant.

As at the Latest Practicable Date, each of the Taiyanggong Power Plant and the
Jingfeng Power Plant was equipped with a gas-fired gas-steam combined cycle cogeneration
system, which consisted of one or two gas turbines and a steam turbine and generated
electricity and heat energy. During the Track Record Period, these plants sold electricity and
heat energy in the form of heated water or steam, generated through the cogeneration
process, to customers in Beijing. Both power plants installed 9F-grade gas-fired gas-steam
combined cycle cogeneration systems to achieve higher level of power efficiency.

The Jinggiao Power Plant consists of two phases. The first phase of the Jingqgiao
Power Plant only generates heat energy, and began producing heat energy in
December 2008. The second phase of the Jinggiao Power Plant is designed for gas-fired
cogeneration. We expect the Jinggiao Power Plant to start electricity generation commencing
from September 2012. We expect the installed capacity and installed heat energy generation
capacity of the second phase of the Jinggiao Power Plant to be 838.20 MW and 592.00 MW,
respectively.

During the Track Record Period, we derived most of our revenue and profit from our
gas-fired power and heat energy generation business. Our gas-fired power plants derived
revenue mainly from sales of electricity and heat energy they generated. The table below sets
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out details with respect to the revenue of our gas-fired power and heat energy generation
business for the periods indicated:

For the year ended December 31,

2008 2009 2010
Revenue
Sales of electricity (RMB in thousands) .. ................. 1,093,414 1,545,725 2,185,168
Sales of heat energy (RMB in thousands) ................ 70,245 346,183 368,595
Others (RMB inthousands) ................. ... ... ... 59 1,200 —
Total ... . 1,163,718 1,893,108 2,553,763

We also had two pipeline gas-fired power and heat energy generation projects
(projects that have not commenced construction but for which we have obtained certain
development rights) suitable for future development with a consolidated estimated capacity of
1,000.00 MW as at December 31, 2010. These pipeline gas-fired cogeneration projects are
located in Beijing.

We currently expect to increase the consolidated installed capacity of our gas-fired
power and heat energy generation business to 2,228.20 MW by the end of 2012.

The table below sets out certain operational data of our gas-fired power and heat

energy generation business as at the date or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010

Total installed capacity (MW) .. ... ... ... i 1,190.00 1,190.00 1,190.00
Consolidated installed capacity (MW) . ....................... 1,190.00 1,190.00 1,190.00
Average consolidated installed capacity (MW) .. ............... 865.00 1,190.00 1,190.00
Attributable installed capacity (MW) ........... ... ... ...... 987.20 987.20 987.20
Consolidated capacity under construction (MW) ............... — — 838.20
Total installed heat energy generation capacity (MW) ........... 1,045.00 1,045.00 1,045.00
Consolidated installed heat energy generation capacity (MW) .... 1,045.00 1,045.00 1,045.00
Average consolidated installed heat energy generation capacity

(MW 338.92 1,045.00 1,045.00
Attributable installed heat energy generation capacity (MW) .. ... 822.02 822.02 831.44
Consolidated heat energy generation capacity under construction

(MW — — 592.00
Heat energy generation (KGJ) . ......... ... .. 1,123.2 5,114.8 5,625.1
Consolidated gross power generation (MWh) ................. 3,091,970 3,854,860 5,042,012
Consolidated net power generation (MWh) ................... 3,044,251 3,748,306 4,905,894
Average utilization hours (hours)® . ......................... 3,575 3,239 4,237
Notes:

(1) The Taiyanggong Power Plant commenced commercial operation in May 2008. However, it experienced grid connection
problems mainly due to the infrastructure construction delay in Beijing throughout 2008 as a result of the Beijing Olympic
Games, which were not resolved until October 2009. As a result, the Taiyanggong Power Plant received a one-time grid
capacity limitation subsidy of RMB53 million in 2009 as part of its subsidy during the year.

(2) As the Jinggiao Power Plant had no electricity generation capacity as at December 31, 2010, the average number only
include the Taiyanggong Power Plant and Jingfeng Power Plant.

Description of Our Gas-fired Power and Heat Energy Generation Projects

As at December 31, 2010, we operated our gas-fired power and heat energy
generation business through two gas-fired cogeneration plants and one gas-fired heat energy
generation plant that are located in Beijing.
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The table below sets out the details of our gas-fired power plants as at December 31,
2010:

Attributable

Installed Installed
Heat Heat
Energy Attributable Energy Estimated/
Name of the Gas-fired Power Installed  Generation Installed Generation  Owner- Commencement
Plants Capacity Capacity Capacity Capacity ship Date of Operation
(Mw) (Mw) (Mw) (Mw) (%)
In operation
Taiyanggong Power
Plant ................ 780.00 465.00 577.20 344.10 74.00 May 2008
Jingfeng Power Plant
Phasel .............. 410.00 116.00 410.00 116.00 100.00 May 2006
Jinggiao Power Plant
Phase I . ............ — 464.00 — 371.34 80.03 December 2008
Subtotal ............... 1,190.00 1,045.00 987.20 831.44
Under construction
Jinggiao Power Plant
Phasell ............. 838.20 592.00 670.81 473.78 80.03 September 2012
Note:

(1) Jinggiao Power Plant had no electricity generation capacity as at December 31, 2010 and only sold heat-energy during the
Track Record Period.

Gas-fired Power Plants in Operation
Taiyanggong Power Plant

The Taiyanggong Power Plant is located in the Chaoyang district in Beijing and has
been in commercial operation since May 2008. We operate the Taiyanggong Power Plant
through our subsidiary, Taiyanggong Power, in which we hold a 74% equity interest. The
remaining 26% is held by GD Power Development.

Our Taiyanggong Power Plant has installed a 9F-grade gas-fired gas-steam combined
cycle cogeneration system (9F#iIAFRZSI U S EERIEAL), with two gas turbine generator units
manufactured by General Electric with an aggregate installed capacity of 510.00 MW, and
one steam turbine generator with an installed capacity of 270.00 MW. As at December 31,
2010, the Taiyanggong Power Plant had an installed capacity of 780.00 MW, which
accounted for 39.8% of the total installed capacity of all the gas-fired power plants in Beijing,
according to Beijing Electric Power Industry Association (dt 1% 714731 &). As at December 31,
2010, our Taiyanggong Power Plant had an installed heat energy generation capacity of
465.00 MW.
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The following table sets out certain operating details for the Taiyanggong Power Plant
as at or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010

Installed capacity (MW) .. ... .. . 780.00 780.00 780.00
Installed heat energy generation capacity (MW) ............... 465.00 465.00 465.00
Capacity under construction (MW) . ........... ... .......... — — —
Heat energy generation capacity under construction (MW) ... ... — — —
Average utilization hours (hours) . .. ......... ... ... .. L. 2,365 2,770 4,284
Gross generation (MWh) .. ... ... . 1,076,153(" 2,160,359 3,341,370
Electricity sales (MWh)® ... ... . ... . . 1,067,993(1) 2,085,122 3,239,236
Applicable on-grid tariff at year end (RMB/MWh) . .. ............ 472.0 528.0 528.0
Net power generation (MWh) . ....... .. ... .. i, 1,067,993 2,085,122 3,239,236
Heat energy generation (KGJ) . ......... ... ... 438.5 1,828.2 3,209.3
Availability factor (%)@ ... ... 88.05M 97.80 91.40
Heat rate / Net generation standard gas consumption

rate (M3/GJ) . ..o 34.13 33.00 33.00
Actual volumes of natural gas processed (km3) ................ 218,853 465,531 740,229
Notes:

(1) Although the Taiyanggong Power Plant commenced commercial operations in May 2008, due to grid capacity limitations
because of the Beijing Olympic Games, it could only use approximately half of its designed capacity of 780.00 MW. As a
result, the Taiyanggong Power Plant received a one-time grid capacity limitation subsidy of RMB53 miillion in 2009 as part of
its subsidy during the year.

(2) The difference between gross generation and electricity sales mainly represents auxiliary electricity, i.e. the internal
consumption of electricity by the power plant and transmission loss.

(3) Auvailability factor represents available hours divided by total hours times 100%. Available hours means the hours when the
wind turbine or the power plant is considered available to produce power; total hours means the total hours during the
availability measurement period.

Taiyanggong Power sold electricity to the North China Grid in 2009 and has started to
sell electricity to Beijing Electricity Power since 2010.

During the Track Record Period, the Taiyanggong Power Plant sold heat energy to
BDHG, which resold and delivered the heat energy to industrial or residential end users in
Beijing. On July 30, 2007, Taiyanggong Power entered into a three-year heat energy supply
agreement, or HESA, with BDHG, which was effective from October 28, 2008, when its heat
energy sales price was approved by the NDRC Beijing branch. Pursuant to this agreement,
Taiyanggong Power sells heat energy to BDHG at a price determined by the relevant PRC
authority. The price is subject to further adjustment from time to time. The Company expects
that this HESA will be renewed for another three years upon expiration. The Taiyanggong
Power Plant enjoyed a VAT exemption in the form of refund for the revenue generated from
the sales of heat energy that was ultimately sold to residential users in Beijing by BDHG.

During the Track Record Period, Taiyanggong Power purchased natural gas from
Beijing Gas Group, with whom Taiyanggong Power entered into a natural gas supply
agreement on December 2010, which is valid until December 31, 2013 and is subject to
automatic extension after December 31, 2013 until (i) termination in writing due to reasons
including gas supply failure and force majeure, or (ii) a new contract is entered into. According
to this agreement, Beijing Gas Group will supply natural gas to the Taiyanggong Power Plant
at a purchase price of RMB2.28 per m3 (VAT inclusive) or at other prices, both of which are
subject to adjustment by relevant government authority from time to time. The agreement also
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provided that Beijing Gas Group shall meter the volume of gas consumed every 15 days, and
the Taiyanggong Power Plant shall pay for the gas consumed within ten days thereafter. We
were not given priority as to the gas supply. Prior to this agreement, the Taiyanggong Power
Plant entered into a natural gas supply agreement with Beijing Gas Group on August 15,
2007, which expired on December 31, 2010.

We expect the gas consumption rate for the Taiyanggong Power Plant to decrease by
7% to 10% in 2011 as compared to 2010, through the installation of on-time compressor
blade cleaning devices as well as raising the power generation load intensity.

Jingfeng Power Plant

The Jingfeng Power Plant is located in the Fengtai district in Beijing and commenced
commercial operations in May 2006. We operate the Jingfeng Power Plant through Jingfeng
Power, our wholly-owned subsidiary.

The Jingfeng Power Plant installed a 9F-grade gas-fired gas-steam combined cycle
system (QF#IAFZETUS S 1RER#AL) with a gas turbine manufactured by Mitsubishi in 2005 which
started operation in 2006, and completed its cogeneration upgrade in 2008, which allowed it
to sell both electricity and heat energy. As at December 31, 2010, the Jingfeng Power Plant
had an installed capacity of 410.00 MW, representing 21% of the total installed capacity of all
the gas-fired power plants in Beijing. As at December 31, 2010, the Jingfeng Power Plant had
an installed heat energy generation capacity of 116.00 MW.

The following table sets out certain operating details for the Jingfeng Power Plant as at
or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010

Installed capacity (MW) .. ... .. 410.00 410.00 410.00
Installed heat energy generation capacity (MW) ............... 116.00 116.00 116.00
Capacity under construction (MW) . ......... ... .. ... .. .... — — —
Heat energy generation capacity under construction (MW) ...... — — —
Average utilization hours (hours) . ........... ... ... . 4,917 4,133 4,148
Gross generation (MWh) . ... ... .. 2,015,817 1,694,501 1,700,643
Electricity sales (MWh)(™) ... 1,976,258 1,663,184 1,666,658
Applicable on-grid tariff at year end (RMB/MWh) ............... 472.0 528.0 528.0
Net power generation (MWh) . ....... ... ... .. . .. 1,976,258 1,663,184 1,666,658
Heat energy generation (kGJ) . ....... ..., 300.4 823.2 898.4
Availability factor (%)@ ... ... 86.71 96.48 76.96
Heat energy generation rate / Net generation standard gas

consumptionrate (m3/GJ) ........ ... . 34.50 34.50 34.99
Actual volumes of natural gas processed (km3) ............... 395,207 340,898 342,672
Note:

(1) The difference between gross generation and electricity sales mainly represents auxiliary electricity, i.e, the internal
electricity consumption by a power plant and transmission loss.
(2) The availability factor decrease in 2010 was due to more hours of scheduled maintenance.

The Jingfeng Power Plant sold electricity to the North China Grid in 2009 and started to
sell electricity to Beijing Electricity Power in 2010.
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During the Track Record Period, Jingfeng Power sold heat energy to industrial and
residential end users in Beijing directly.

Jingfeng Power has entered into a three-year supply agreement with Beijing Gas
Group, effective until December 31, 2013 and is subject to automatic extension after
December 31, 2013 until (i) written termination due to reasons including gas supply failure
and force majeure, or (ii) a new contract is entered into. Under this agreement, Beijing Gas
Group agreed to sell natural gas to Jingfeng Power at a purchase price of RMB2.07 per m3
(VAT inclusive) or such other price as determined and approved by the relevant PRC
authority. The agreement also provided that Beijing Gas Group shall meter the volume of gas
consumed every 30 days, and Jingfeng Power shall pay for the gas consumed within ten days
thereafter. We were not given priority as to the gas supply.

The gas consumption rate for the Jingfeng Power Plant has decreased by
approximately 3% in the first quarter of 2011 as compared to 2010 through operational
efficiency measures adopted.

Jinggiao Power Plant

The Jinggiao Power Plant is located in the Fengtai district in Beijing and commenced
commercial operations in December 2008. We operate the Jinggiao Power Plant through
Jinggiao Power, a subsidiary in which we directly hold an 80.03% equity interest. The
remaining 19.97% is held by BDHG.

The Jinggiao Power Plant consists of two phases. The first phase, which only
generates heat energy with an installed heat energy generation capacity of 464.00 MW, has
been in operation since December 2008. The second phase, a gas-fired cogeneration project,
is expected to be completed by September 2012. The first phase is expected to temporarily
cease producing heat energy in the heat supply period between late 2011 and early 2012 due
to its technical adjustment in connection with the construction of the second phase. We
expect the second phase of the Jinggiao Power Plant to have an installed capacity of
838.20 MW and an installed heat energy generation capacity of 592.00 MW.

On September 15, 2010, the Jinggiao Power Plant obtained approval from the NDRC
Beijing Branch for its second phase development.

The following table sets out certain operational details for the Jinggiao Power Plant as
at or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010
Installed heat energy generation capacity (MW) ...................... 464.00 464.00 464.00
Capacity under construction (MW) . ... ... .. . i — — 838.20
Heat energy generation capacity under construction (MW) ............. — — 592.00
Heat energy generation (KGJ) . ... 384.3 2,463.4 1,517.4
Availability factor (%) .. ... 97.6 96.5 97.9
Heat rate / Net generation standard gas consumption rate (m3/GJ) ...... 30.67 30.67 30.66
Actual volumes of natural gas processed (km3) ....................... 12,890 75,520 46,531
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The heat energy generation volume of the Jinggiao Power Plant increased from
384.3 kGJ in 2008 to 2,463.4 kGJ in 2009 because it did not commence commercial
operation until December 2008, and therefore recorded the heat energy generation volume in
December 2008 only, as compared to the full operation in 2009. The decrease of its heat
energy generation volume to 1,517.4 kGJ in 2010 is attributable to the city rezoning scheme
within its heat energy supply radius where a portion of the residential area was demolished.

During the Track Record Period, the Jinggiao Power Plant sold heat energy to BDHG,
which resold and delivered the heat energy to industrial and residential end users in Beijing.
On December 6, 2007, Jinggiao Power entered into a three-year HESA with BDHG. Pursuant
to this agreement, Jinggiao Power sells heat energy to BDHG at a price determined by the
relevant PRC authority, which is subject to further adjustment from time to time. This HESA
has not been renewed because the first phase ceased producing heat energy after the heat
supply period from late 2010 to early 2011 due to its technical adjustment in connection with
the construction of the second phase. The Company expects that a new HESA will be entered
into before the heat supply period from late 2012 to early 2013 starts. The new HESA will take
into account the heat energy generation capacity of both the first and the second phase.

Jinggiao Power purchases natural gas from Beijing Gas Group, with whom Jinggiao
Power entered into a three-year natural gas supply agreement effective until December 31,
2013 and is subject to automatic extension after December 31, 2013 until (i) written
termination due to reasons including gas supply failure and force majeure, or (ii) a new
contract is entered into. According to this agreement, Beijing Gas Group will supply natural
gas to Jinggiao Power at a purchase price of RMB2.28 per m3 (VAT inclusive) or at other
prices, both of which being subject to adjustment by relevant government authority from time
to time. The agreement also provided that Beijing Gas Group shall meter the volume of gas
consumed every 30 days, and Jinggiao Power shall pay for the gas consumed within ten days
thereafter. We were not given gas supply priority in the agreement.

Our Pipeline Gas-fired Power and Heat Energy Generation Projects

Some of our gas-fired power and heat energy generation projects have not
commenced construction. We refer to such projects as pipeline projects. As at December 31,
2010, we had two pipeline gas-fired and heat energy generation projects available for future
development with a consolidated estimated capacity of 1,000.00 MW, both of which were
strategically located in Beijing.

Accordingly, we expect to increase the consolidated installed capacity of our gas-fired
power and heat energy generation business by 1,038.20 MW by the end of 2012, leading to
an estimated consolidated installed capacity of 2,228.20 MW by the end of 2012.
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Standard Gas-fired Power and Heat Energy Generation Project Development Phases

The procedures for the development of our gas-fired power and heat energy
generation projects generally involve the following steps.

Key Development Phase Major Steps
Investment Analysis and ® Preliminary Evaluation—we determine whether such
Feasibility Study (generally development is in line with our overall business strategy

three to six months)
® Internal Review—we conduct further project assessment
and submit a development proposal for management’s
review and board approval

® Communication with the PRC Authorities of the Feasibility
Study—we communicate the feasibility study matter for the
proposed project with the relevant PRC authorities

After communicating with the relevant PRC authorities with respect
to the feasibility study, we set up a project company to oversee the
project, and will move forward to apply for other requested
approvals and commence the construction

Government Approval and We are required to obtain a number of government permits,
Necessary Permits (generally licenses and other approvals before we begin to construct a gas-
three to six months) fired power plant. This process generally involves the following

major steps:

® Obtain Relevant Government Approvals—we are required
to obtain approval from relevant PRC authorities in charge
of environment protection, land use, construction and grid
connection before the commencement of construction. For
more information, please see the paragraph headed
“—Qur Wind Power Business—Standard Wind Farm
Development Phases”.

® Approval from the development and reform authorities—
gas-fired power projects not utilizing government funds are
subject to approval from the NDRC or its local counterpart

e MOFCOM approval (when applicable)—in the case of a
foreign invested gas-fired power project, obtain approvals
from the MOFCOM or its local counterpart for the relevant
joint venture contract, articles of association and related
matters

® FElectric Power Business License—obtain the Electric Power
Business License from the SERC for a gas-fired power
project to start commercial operations
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Key Development Phase Major Steps
Power Plant Construction, ® Construction—generally involves equipment procurement
Start-up and Operation and installation, site preparation and other civil works. We
(generally 12 to 18 months) generally outsource the construction work to third party
contractors

® Testing and Fine Tuning—after the installation of the power
generation unit, comprising generators and boilers, the
contractor will test and fine tune the system. Following
these tests, the contractor will generally conduct a 168 hour
trial run at full load

® Delivery of Units and Commencement of Commercial
Operation—after a successful trial-run, our gas-fired power
plants begin commercial operations

Sale of Electricity and Heat Energy

We generate revenue of our gas-fired power and heat energy generation business
primarily from the sale of electricity and heat energy generated by our gas-fired power plants.

For the years ended December 31, 2008, 2009 and 2010, revenue generated from
sales of electricity from our gas-fired power plants amounted to RMB1,093.4 million,
RMB1,545.7 million and RMB2,185.2 million, respectively, accounting for 94.0%, 81.7% and
85.6% of our total revenue generated from our gas-fired power and heat energy generation
business for each respective period.

For the years ended December 31, 2008, 2009 and 2010, revenue generated from
sales of the heat energy from our gas-fired power plants amounted to RMB70.2 million,
RMB346.2 million and RMB368.6 million, respectively, accounting for 6.0%, 18.3% and
14.4% of our total revenue generated from our gas-fired power and heat energy generation
business for each respective period.

Sale of Electricity

We sell almost all the electricity generated from our gas-fired power plants to local grid
companies, rather than directly to any industrial or residential end users, under the PPAs we
enter into with local grid companies in accordance with applicable PRC regulations. A PPA
generally includes various standard terms, covering on-grid tariff, metering and payment. The
on-grid tariff for a PPA is reviewed and determined by the relevant pricing authorities and
approved by the NDRC. PPAs usually have a term of one year.

Our Taiyanggong Power Plant and Jingfeng Power Plant sold electricity to North China
Grid in 2009 and started to sell electricity to Beijing Electricity Power in 2010, as part of the
functional reform within SGCC which modified its electricity purchasing entity in Beijing from
North China Grid to Beijing Electricity Power, both of which were subordinate regional entities
of SGCC. The power grid to which our power plants were connected remained the same
before and after the reform, and as a result, no additional costs were involved in the change
because there was no disconnection or reconnection to different power grids. The PPAs we
entered into with North China Grid and Beijing Electricity Power were standard form contracts,
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and there were no substantial difference in the terms of the PPAs. We had no dispute with
North China Grid.

The revenue derived from sales of electricity generated by our gas-fired power plants
is primarily determined by on-grid tariff and power output.

On-grid Tariffs

According to the Provisional Measures for the Administration of On-grid Tariff (L
MEEEHETHRL) issued by the NDRC in 2005, the on-grid tariffs for our gas-fired power
plants are determined by the NDRC. These tariffs generally reflect production costs plus a
reasonable investment return. Other factors the NDRC considers when determining on-grid
tariffs include fuel type, cost structure, economic life of the facility and applicable tax rates. In
addition, once the on-grid tariff is approved, the relevant PRC authorities may still adjust the
tariff in the event of material changes, such as a significant fluctuation in the market price of
natural gas.

Our gas-fired power plants are entitled to a higher on-grid tariff than coal-fired power
plants in Beijing, mainly due to the price differences between natural gas and coal, as well as
government policies encouraging the utilization of fuels that are more environmentally
friendly.

For the years ended December 31, 2008, 2009 and 2010, the weighted average on-
grid tariffs (VAT inclusive) of our gas-fired cogeneration plants were RMB0.4202 per kWh,
RMBO0.4825 per kWh and RMBO0.5211 per kWh, respectively.

Power Output

The main factors that determine the total volume of power output include the utilization
hours of our gas-fired cogeneration plants and their installed capacity. The annual planned
utilization hour for each of our gas-fired power plant was determined by the NDRC Beijing
Branch with reference to the project approval issued by the NDRC Beijing Branch prior to
construction. Compared to planned utilization hours, the average utilization hours are more
indicative as to the actual capacity of a power plant to generate electricity during a year, as
power plants in Beijing are not allowed to generate electricity unless they communicate with
the power grid dispatch center and obtain its approval in advance.

The table below sets out details of the average utilization hours of our gas-fired
cogeneration plants for the periods indicated:

For the year ended December 31,

2008 2009 2010
(hours)
Taiyanggong Power Plant . ... .. . . . i 2,365 2,770 4,284
Jingfeng Power Plant . ...... ... . . . . 4,917 4,133 4,148
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The table below sets out details of the electricity sales volume of our gas-fired
cogeneration plants for the periods indicated:

For the year ended December 31,

2008 2009 2010
(MWh)
Taiyanggong Power Plant .......... ... ... .. ... ... .. .... 1,067,993 2,085,122 3,239,236
Jingfeng Power Plant . ....... ... . ... . .. 1,976,258 1,663,184 1,666,658
Total ... . 3,044,251 3,748,306 4,905,894

Sale of Heat Energy

In Beijing, heat energy is supplied to end users in different manners including
centralized heat energy supply and regional heat energy supply. BDHG is the sole operator of
Beijing city’s centralized heat energy supply network.

During the Track Record Period, the Taiyanggong Power Plant and the Jinggiao Power
Plant were within the centralized heat energy supply network, and sold all the heat energy
they generated to BDHG, which distributed the heat energy to industrial or residential end
users within the coverage of its network in Beijing. The Jingfeng Power Plant is within the
area of regional heat energy supply, and entered into HESAs with two major heat energy end
users adjacent to the power plant which was beyond the supply network of BDHG.

A HESA typically includes various standard terms, covering the purchase price of heat
energy, the heat energy supply period, metering and payment. The price for heat energy is
generally government fixed price or government guided price, and is determined by the
relevant pricing authorities or other authorized government entities. The heat-supply period in
a typical HESA of Taiyanggong Power and Jinggiao Power is 24 hours a day throughout the
year, subject to maintenance period and non-supply period as agreed by the parties. The
heat-supply period in a typical HESA entered into by Jingfeng Power comprise generally a
test run period, the legal heat-supply period and extended heat-supply period subject to
negotiation based on weather conditions. According to relevant regulations issued by the
Beijing municipal government, the legal heat-supply period for Beijing starts from
November 15 each year and ends on March 15 of the following year, and is extendable by the
Beijing municipal government based on the specific weather conditions of each year.
According to relevant government regulations, although heat-supply suppliers must produce
heat energy during the legal heat-supply period, heat energy suppliers are not restricted to
operate and sell heat energy outside the legal heat supply period. According to Beijing Heat
Energy Supply and Acquisition Administration Methods (<Itatri gz 2H%)), heat energy
suppliers may produce and sell heat energy outside the legal heat-supply period should their
customers require. As a result, we enjoy stable sales of heat energy during the legal heat-
supply period, and we are able to increase our sales by cultivating new customers including
industrial end users who need heat energy outside the legal heat-supply period.
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Pursuant to the relevant HESAs, our gas-fired power plants supply heat energy at the
price determined, and from time to time adjusted, by the relevant pricing authorities. The table
below sets out the weighted average heat energy supply price (VAT inclusive) of our gas-fired
power plants for the periods indicated:

For the year ended December 31,

2008 2009 2010

(RMB/GJ)
Taiyanggong Power Plant . ...... ... ... .. .. .. . i 68.21 67.76  68.89
dingfeng Power Plant ....... ... .. . . 55.53 68.55  70.60
Jinggiao Power Plant . ... ... . 85.32 85.61 86.98

There is no specific restriction on the output volume of heat energy in the HESAs we
enter into with heat energy distributors or end users, and our plants supply heat energy to our
customers based on their requirements. Heat energy distributors are obliged to pay for the
actual heat energy volume incurred. The table below sets out the heat energy sales volume of
our gas-fired power plants for the periods indicated:

For the year ended December 31,

2008 2009 2010
(kGJ)
Taiyanggong Power Plant . ........ ... ... . . . i 438.5 1,828.2 3,209.3
Jingfeng Power Plant . ... ... .. .. . 300.4 823.2 898.4
Jinggiao Power Plant . ... ... .. 384.3 2,463.4 15174
Total ... 1,123.2 5,114.8 5,625.1

Preferential Government Policies

The PRC government has provided various incentives to encourage the development
of gas-fired power. We believe that our gas-fired power and heat energy generation business
has benefited, and will continue to benefit from, the regulatory support from the PRC
government, including:

® feed-in tariff and government subsidies. Pursuant to the Notice of Temporary
Measures on Management of Subsidy Funding to Beijing Urban Public Use
Enterprises (CBR ENEEAL 5tz i 2 F A0 3 4 Al < 6 A B A7 & 1@ 1)) and the Notice
on Improving the Management of Subsidy to Power Enterprises
(CBR I 76 1) A SE MG B 2 A A)) - our  gas-fired power and heat energy
generation business is entitled to government subsidies. The PRC Government
provides relevant temporary financial subsidies through feed-in tariffs, which are
higher than the on-grid tariff for electricity generated by gas-fired power plants.
Please see the section headed “Regulatory Overview—IIl. Regulatory
Requirements Relating to Renewable Energies—5. Designated-Purpose-Subsidy”
for further details. For the years ended December 31, 2008, 2009 and 2010, the
total amount of financial subsidies that we received from the PRC government for
our gas-fired power and heat energy generation projects amounted to RMB471.3
million, RMB426.8 million and RMB408.7 million, respectively.

® PRC tax benefits. PRC heat energy companies are entitled to an exemption of
VAT levied on heat energy generated from gas-fired power that is sold to
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residential users. Please see the section headed “Regulatory Overview—
VIl. Taxation—2. Value Added Tax” for further details.

® [ocal Governmental Supporting Policies. The Beijing municipal government has
promulgated a set of local regulations and policies regarding the promotion and
encouragement for renewable power, such as the Measures on the
Implementation of the Energy Conservation Law (ClLmtiigit (e AR
EiRIREIR) k%)), the Implementation Scheme for Promotion and Development of
New Energy Industry (CAtstriifikBlaiifelizE®it7%)). These regulations and
policies have demonstrated the local government’s continuing support for the
development of renewable power by fully utilizing Beijing’s advantage in its strong
science and technology capabilities.

Suppliers
Natural Gas Suppliers

All of our gas-fired power plants have entered into natural gas supply agreements with
Beijing Gas Group, the sole operator of the city natural gas pipeline in Beijing. Although there
is no standard supply period, the natural gas supply agreements we entered into with Beijing
Gas Group are generally valid for three years.

Natural gas is transported to Beijing through the Shaanxi-Beijing Gas Pipeline
(Bt KR EEHR). The Shaanxi-Beijing Gas Pipeline is the only gas pipeline project that directly
reaches and supplies gas to Beijing. Phase | and |l of this project was completed in 1997 and
2005, respectively, with a total design capacity of 20 billion cubic meters per year. Phase Il of
the project is expected to start to supply gas to Beijing in 2011, with a designed capacity of 15
billion cubic meters per year. Phase IV of the project is currently being planned. The main
source of gas for this project is the Changqging gas field in Shaanxi Province, one of the
largest oil and gas fields in China. The Shaanxi-Beijing Gas Pipeline was connected to the
West-East Gas Pipeline in 2009, improving the stability of gas supply to Beijing by introducing
other gas sources.

The price of gas is prescribed, reviewed and approved by the NDRC Beijing branch.
The weighted average price (VAT inclusive) for our gas-fired power plants to purchase natural
gas is RMB1.82 per cubic meter, RMB1.87 per cubic meter and RMB1.97 per cubic meter for
the years ended December 31, 2008, 2009 and 2010, respectively.

Combined Cycle Cogeneration Units Suppliers

To achieve higher efficiency, we installed gas-steam combined cycle cogeneration
systems at our Taiyanggong Power Plant and Jingfeng Power Plant. We also plan to install
gas-steam combined cycle cogeneration system for Phase Il of the Jinggiao Power Plant. We
purchased cogeneration systems from domestic and international suppliers, such as General
Electric and Mitsubishi. The procurement agreements with suppliers usually cover the turbine
production, delivery, payment, installation, inspection and acceptance and include a warranty
period of typically two years, unless otherwise negotiated.
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Other Suppliers

Other important suppliers for our gas-fired power plants include boiler equipment
suppliers and third party contractors who supply construction and installation services during
the construction phase of our natural gas-fired power plants. For the supply of step-up
transformers, switchgear and cables, we usually obtain competitive bids for high quality
products from nationwide suppliers.

Cogeneration Process

We generate electricity and heat energy with our gas-steam combined-cycle
cogeneration units. We first mix natural gas with compressed air and ignite it to release the
superheated, high pressure flue gas, which in turn drives the gas turbine and rotates the shaft
that connects the electricity generator. Then, the superheated flue gas routes to a boiler and
is used to heat water, turning it into superheated, high pressure steam, which is directed into
the high pressure steam turbine which drives the steam turbine and rotates the shaft that
connects the electricity generator. In the meantime, part of the used steam is extracted from
the end of the intermediate pressure steam turbine to heat water in the heat energy supply
system from about 60°C to approximately 130°C and then is exported back to the cycle and
supply heat energy in the form of hot water to our customers. Additionally, the used steam
extracted from the end of the intermediate pressure steam turbine may also be supplied
directly to industrial end users as heat energy.

Operation and Maintenance

We manage, repair and maintain our Jingfeng power plant through our own maintenance
teams, and we have entered into a long-term spare parts management and services agreement
with Mitsubishi Heavy Industries Dongfang Gas Turbine (Guangzhou) Co., Ltd,,
(CEERTHII I (B ARAF) while for our Taiyanggong power plant we outsource such
services to General Electric, under a long-term Contractual Service Agreement.

The total maintenance expenses of our power plants for the years ended
December 31, 2008, 2009 and 2010 were RMB76.0 million, RMB98.7 million and RMB104.5
million, respectively, representing 3.4%, 2.1% and 2.9% of our total revenue for each
respective period.

OUR WIND POWER BUSINESS

As at December 31, 2009 and 2010, we ranked sixth and eighth in China, respectively,
according to the HydroChina Report, in terms of consolidated connected capacity of our wind
farms. As at December 31, 2008, 2009 and 2010, our consolidated installed capacity
accounted for approximately 1.4%, 3.1% and 2.4%, respectively, of China’s total wind power
installed capacity, according to WWEA. In addition, we are the only wind farm operator in
Beijing. Our wind power business has experienced a rapid growth in terms of consolidated
installed capacity during the Track Record Period. As at December 31, 2008, 2009 and 2010,
the consolidated installed capacity of our wind power business was 165.00 MW, 811.25 MW
and 1,058.75 MW, respectively, representing a CAGR of 153.31%. Our revenue generated
from our wind power business segment were RMB115.3 million, RMB367.8 million and
RMB1,032.5 million for the years ended December 31, 2008, 2009 and 2010, respectively.
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Revenue contribution from our wind power business as a percentage of our total reportable
segment revenue (which excludes revenue from concession construction arrangements) also
increased over the Track Record Period and accounted for 8.6%, 15.3%, and 28.3% of our
total reportable segment revenue for the years ended December 31, 2008, 2009 and 2010,
respectively.

We develop, manage and operate wind farms and sell electricity generated by our wind
farms to local grid companies. As at December 31, 2010, our wind farms in operation and
under construction were located in Inner Mongolia, Beijing, Ningxia and Liaoning Province. As
at December 31, 2010, we had 16 wind farms in operation with a consolidated installed
capacity of 1,058.75 MW, and nine wind power projects under construction with a
consolidated capacity under construction of 393.00 MW.

We also had a portfolio of pipeline wind power projects suitable for future development
with a consolidated estimated capacity of 3,039.50 MW as at December 31, 2010, including
two Tier 1 pipeline project with a consolidated estimated capacity of 99.00 MW, 16 Tier 2
pipeline projects with a consolidated estimated capacity of 1,543.50 MW and 12 Tier 3
pipeline projects with a consolidated estimated capacity of 1,397.00 MW. These pipeline wind
power projects are mainly located in north-east and northern China, including in Inner
Mongolia, Beijing, Ningxia, Hebei Province and Liaoning Province, which offer abundant wind
resources. We make our strategic decisions regarding the locations and the timing for
development of these projects based on the feasibility studies we conduct for each project,
which consider various factors, including local wind resources, construction conditions, power
transmission and dispatch conditions, and on-grid tariffs. For further details about our pipeline
wind power projects, please see the paragraph headed “—Our Pipeline Wind Power Projects”
below.

According to our expansion plan, we expect the consolidated installed capacity of our
wind power business to increase by 393.00 MW by the end of 2011, and further increase by
695.00 MW by the end of 2012, resulting in an estimated consolidated installed capacity of
2,146.75 MW by the end of 2012.

The table below sets out certain operational data of our wind power business as at the
date or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010
Total installed capacity (MW) .. ... .. e 165.00 811.25 1,058.75
Consolidated installed capacity (MW) ......... .. ... ... .. .. . ... 165.00 811.25 1,058.75
Average consolidated installed capacity (MW) . ................... 125.25 357.44 981.75
Attributable installed capacity (MW) . ......... .. ... .. .. .. .. . ... 165.00 811.25 1,058.75
Consolidated capacity under construction (MW) .................. 745.25 283.50 393.00
Consolidated gross power generation (MWh) . ................... 270,037 801,772 2,326,242
Consolidated net power generation (MWh) . ..................... 266,247 787,060 2,287,689
Average utilization hours (hours) ........... ... . 2,156 2,243 2,369
Availability factor (%) ... 98.16 98.02 98.22
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Description of Our Wind Farms

The table below sets out the details of our wind power projects including wind farms in
operation and under construction, and pipeline wind power projects as at December 31, 2010:

Consolidated

Number of Wind Installed
Project Type Geographic Location Farms Capacity(
(Mw)
Wind farms in operation . ..................... Inner Mongolia 12 895.25
Beijing 3 114.00
Liaoning province 1 49.50
Total ...... ... . . 16 1,058.75
Wind farms under construction . . .............. Inner Mongolia 6 258.00
Ningxia 2 99.00
Beijing 1 _36.00
Total ...... ... .. . . 9 393.00
Tier 12 pipeline wind power projects .. ......... Inner Mongolia 1 49.50
Liaoning province 1 49.50
Total ... ... . 2 99.00
Tier 2@ pipeline wind power projects .. ......... Inner Mongolia 8 1,147.50
Ningxia 7 346.50
Beijing 1 49.50
Total ...... ... .. . 16 1,543.50
Tier 3 pipeline wind power projects . . ......... Inner Mongolia 8 1,098.00
Beijing 3 199.00
Hebei province 1 100.00
Total ...... ... .. . . 12 1,397.00
Notes:

(1) The consolidated installed capacity of pipeline projects is an estimated figure based on certain analysis.
(2) Definitions of Tier 1, Tier 2 and Tier 3 pipeline wind power projects are provided in the paragraph “—Our Pipeline Wind
Power Projects” below.

Wind Farms in operation or under construction
Wind Farms in Inner Mongolia

We started to develop our first wind power project in Inner Mongolia in 2005. As at
December 31, 2010, we had 12 wind power projects in operation in Inner Mongolia with a
consolidated installed capacity of 895.25 MW.

The table below sets out the operational data of our wind farms in Inner Mongolia as at
the dates or for the periods indicated:

As at or for the
year ended December 31,

2008 2009 2010
Consolidated installed capacity (MW) . ......... ... ..., 100.50 697.25 895.25
Average consolidated installed capacity (MW) .................... 100.50 273.69 854.00
Consolidated capacity under construction (MW) .................. 695.75 198.00 258.00
Consolidated gross power generation (MWh) . ................... 216,752 650,389 2,056,632
Consolidated net power generation (MWh) . ..................... 214,957 641,140 2,022,964
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The table below sets out details of our wind farms in operation and under construction

as at December 31, 2010 in Inner Mongolia.

Name of the Wind Farms

In Operation ...........................
Woulanyiligeng Wind Farm(')
(RPIRIERES) ...
Huitengxile Wind Farm Phase |
(MR ES—W) o
Chayouzhong Wind Farm Phase I
EATREES W) o
Chayouzhong Wind Farm Phase |
ERPERES W)
Jixianghuaya Wind Farm Phase (")
(SHFES RS — )
Jixianghuaya Wind Farm Phase I
(EARTESRES )
Shangdu Wind Farm Phase |
(FHEREFES—W) oo
Saihan Wind Farm Phase |
(FETEESZ W) ...
Saihan Wind Farm Phase Il
(FETEESZ W) o
Zheligentu Wind Farm Phase I
(TEMREEESZ W) o
Huolinhe Wind Farm Phase |
(EMEES ) oo
Zheligentu Wind Farm Phase 1"
(TEMRERERES W)

Subtotal ............. ... ...

Note:
(1) This project is a concession project.

Name of the Wind Farms

Under Construction

Chifenggigan Wind Farm Phase |
(RUEHAFRES /) ...

Xinganmeng Keyouzhonggi Wind Farm
Phase |
(FZRRA T HURES— W) oL

Balinyou Wind Farm Phase |
EMRARES W) .

Shangdu Wind Farm Phase Il
(FAHEREES ) .

Huitengxile Wind Farm Phase Il
(FERES R ES )

Huolinhe Wind Farm Phase Il
(MRS ) ..

Subtotal .............. ... ...

Consolidated Estimated/ On-grid
Installed Commencement Tariff (VAT
Capacity Ownership  date of operation inclusive)

(mMw) (%) (RMB /kWh)
300.00 100.0 December 2009 0.488
100.50 100.0 September 2007 0.447

50.00 100.0 October 2009 0.520

49.50 100.0 August 2009 0.520

49.50 100.0 March 2009 0.589

49.50 100.0 January 2010 0.520

49.50 100.0 April 2010 0.520

49.50 100.0 June 2009 0.520

49.50 100.0 April 2010 0.520

49.50 100.0 April 2010 0.520

49.50 100.0 December 2009 0.540

48.75 100.0 July 2009 0.520
895.25

Estimated
Consolidated Estimated/ On-grid

Installed Commencement  Tariff (VAT

Capacity Ownership date of operation inclusive)
(mw) (%) (RMB /kWh)
49.50 100.0 October 2011 0.550
49.50 100.0 July 2011 0.550
49.50 100.0 May 2011 0.550
49.50 100.0 July 2011 0.520
30.00 100.0 July 2011 0.510

September

30.00 100.0 2011 0.540

258.00
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Wind Farms in Beijing

We started to develop our first wind power project in Beijing in 2007. As at
December 31, 2010, we had three wind power projects in Beijing with a consolidated installed
capacity of 114.00 MW.

The table below sets out the operational data of our wind farms in Beijing as at the
dates or for the periods indicated:

As at or for the year ended
December 31,

2008 2009 2010
Consolidated installed capacity (MW) ......... .. ... ... it 64.50 64.50 114.00
Average consolidated installed capacity (MW) . ..................... 24.75 64.50 78.25
Consolidated capacity under construction (MW) .................... — 85.50 36.00
Consolidated gross power generation (MWh) ...................... 53,286 122,217 184,616
Consolidated net power generation (MWh) . ....................... 51,291 117,269 180,569

The table below sets out details of our wind farms in operation and wind power projects
under construction as at December 31, 2010 in Beijing.

Estimated/ On-grid
Consolidated Estimated/ Tariff
Installed Commencement (VAT
Name of the Wind Farms Capacity Ownership  date of operation inclusive)
(mw) (%) (RMB /kWh)
In Operation
Lumingshan Guanting Wind Farm
Phase |
(BEPG L B R R RS — ) L 49.50 100.0 June 2008 0.750
Lumingshan Guanting Wind Farm
Phase Il
(BEPG L B BB R — ) L 49.50 100.0 September 2010 0.750
Yanging Wind Farm
(EBEREES) ... 15.00 100.0 December 2008 0.750
Subtotal ........................... 114.00
Under Construction
Lumingshan Guanting Wind Farm
Phase Il (Density Increased)
(VRERG 1L SRR e — ) L 36.00 100.0 January 2011 0.750
Subtotal ........................ ... 36.00

Wind Farm in Liaoning province

We started to develop our first wind power project in Liaoning province in 2008. As at
December 31, 2010, we had one wind power project in operation in Liaoning province with a
consolidated installed capacity of 49.50 MW.
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The table below sets out the operational data of our wind farm in Liaoning province as
at the dates or for the periods indicated:

As at or for the
year ended December 31,

2008 2009 2010
Consolidated installed capacity (MW) . ...... ... ... ... — 49.50 49.50
Average consolidated installed capacity (MW) . ........... ... ... ... — 19.25 49.50
Consolidated capacity under construction (MW) ..................... 49.50 — —
Consolidated gross power generation (MWh) ....................... — 29,167 84,994
Consolidated net power generation (MWh) ......................... — 28,651 84,156

The table below sets out details of our wind farm in operation as at December 31, 2010
in Liaoning province.

Consolidated Commencement On-grid
Installed date of Tariff (VAT
Name of the Wind Farm Capacity Ownership operation inclusive)
(mMw) (%) (RMB/kWh)
In Operation
Changtu Taiyangshan Wind Farm
(BECRFEIEES) oo 49.50 100.0 August 2009 0.620

Wind Farms in Ningxia

As at December 31, 2010, we had two wind power projects under construction in
Ningxia with a consolidated capacity under construction of 99.00 MW.

The table below sets out the operational data of our wind power projects in Ningxia as
at the dates or for the periods indicated:

As at or for the
year ended December 31,

2008 2009 2010

Consolidated installed capacity (MW) ........... .. ... — — —
Average consolidated installed capacity (MW) . ...................... — — —
Consolidated capacity under construction (MW) . .................... — — 99.00
Consolidated gross power generation (MWh) ....................... — — —
Consolidated net power generation (MWh) . ........................ — — —

The table below sets out details of our wind power projects under construction as at
December 31, 2010 in Ningxia.

Estimated Estimated
Consolidated commencement On-Grid
Installed date of Tariff (VAT
Name of the Wind Farm Capacity Ownership operation inclusive)
(MW) (%) (RMB/kWh)
Under Construction
Ningxia Taiyangshan Wind Farm Phase |
(FEERBLRES ) ... 49.50 100.0 May 2011 0.580
Ningxia Taiyangshan Wind Farm Phase I
(FEERBLRES W) .. 49.50 100.0  August2011  0.580
Subtotal ........ ... ... 99.00
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Our Pipeline Wind Power Projects

We refer to our wind power projects that have not commenced construction as pipeline
wind power projects. As at December 31, 2010, we had 30 pipeline wind power projects
available for future development with a consolidated estimated capacity of 3,039.50 MW.

We have acquired the rights to develop these pipeline projects pursuant to investment
and development agreements or preliminary memoranda of understanding entered into with
various levels of local governments. We classify our pipeline projects into “Tier 1”7, “Tier 2” and
“Tier 3” based on the progress made and milestones achieved by each project—the basis and
underlying assumptions we use to classify our wind power projects are internally developed
and have not been audited or verified by any third party.

The table below sets out the description and basis of our classification of pipeline
projects:

Pipeline Project Description

Tier1........ Tier 1 projects refer to those pipeline projects that have received all the relevant
project initiation approvals from the PRC government.

As at December 31, 2010, we had two Tier 1 pipeline wind power projects in Inner
Mongolia and Liaoning province, with a consolidated estimated capacity of
99.00 MW.

Tier2 ........ Tier 2 projects refer to those pipeline projects for which we have entered into
investment and development agreements with local governments; preliminary
assessment of wind resources has been conducted; and internal approval from our
management has been obtained or is under review.

As at December 31, 2010, we had 16 Tier 2 pipeline wind power projects, including
eight projects in Inner Mongolia, seven projects in Ningxia, and one project in Beijing
with a consolidated estimated capacity of 1,543.50 MW.

Tier3........ Tier 3 projects refer to those pipeline projects for which we have obtained either
investment and development agreements or preliminary memorandum of
understanding from relevant government authorities.

As at December 31, 2010, we had 12 Tier 3 pipeline wind power projects, including
eight projects in Inner Mongolia, three projects in Beijing, and one project in Hebei
province with a consolidated estimated capacity of 1,397.00 MW.

Standard Wind Farm Development Phases

Our focus has been and will continue to be the development and operation of
greenfield or new wind power projects. The average development period for our greenfield
wind power projects is approximately one year (excluding wind resource evaluation), although
the actual development period may differ significantly among regions. Our professional
development team and third-party experts are involved in each step of developing wind farms.
We obtain concession projects through a competitive bidding process, details of which are
disclosed in the paragraph headed “—Our Concession Projects” below.
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Our standard wind farm development generally involves the following key phases:

Key Development Phase

Entering into investment and
development agreements
(excluding wind resource
evaluation, generally three to
six months)

Internal approval and
government approvals
(generally three to six months)

Major Steps

Identification and Evaluation—The first step is to identify a
site and assess its potential to be developed into a wind
farm. We will evaluate potential sites based on a range of
criteria including wind conditions, topography, proximity to
and available capacity of grid systems, size of estimated
capacity, transportation access, availability and ownership
of land and environmental characteristics.

Investment and Development Agreement—After we have
identified a potential site, we enter into an investment and
development agreement with the relevant local government,
pursuant to which local governments typically agree to
reserve specified sites for us, facilitate our wind farm
development and construction processes, and grant us
exclusive rights to develop our wind farms at specified sites
for a specified period.

Surveys and Tests—After we enter into an investment and
development agreement, our professional development
team will conduct detailed site surveys and wind tests. We
generally require a minimum of 12 months’ wind data to
assess the feasibility of constructing a wind power project.

Internal approval

Internal approval—Based on results of the wind tests, our
professional development team will apply for internal
approval from management.

Preliminary work—After receiving management approval,
we will commence the preliminary work for establishing a
wind farm including conducting a feasibility study.

Government approval and Third-party consents

We are required to obtain a number of government permits,

licenses and other approvals before we begin to construct a wind

farm. This process generally involves the following major steps:

Obtaining Preliminary Government Approvals and Third-
party Consents

® approval from the state or local environmental
protection agency for the environmental impact
assessment for construction of a wind power project

® preliminary approval for the wind farm’s construction
land from the Ministry of Land and Resources or its
local counterpart

® a memorandum of understanding from banks that have
agreed in principle to provide project financing
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Key Development Phase

Construction, grid connection
and Commissioning (generally
four to six months)

Our Concession Projects

Major Steps

® a letter of intent from the local grid company to connect
the proposed wind farm to its network, if required by
local government

e other government approvals, if applicable, relating to
matters such as planning, forest preservation, water
preservation, mineral  resources  preservation,
earthquake risk assessment and historical relics
protection

Filing Project Application Report—file a project application
report, together with the above preliminary government
approvals, third-party consents and other required
documents to obtain project approval from:

o the NDRC at the state level for (i) wind power projects
with installed capacity of 50MW and above or (ii) for
foreign invested wind power projects with a total
investment amount exceeding US$300 million, or

® the relevant provincial DRC for other wind power
projects

Obtaining MOFCOM approval (when applicable)—in the
case of a foreign invested wind power project, obtain
approvals from the MOFCOM or its local counterpart for the
relevant joint venture contract, articles of association and
related matters

Electric Power Business License—obtain the Electric Power
Business License from the SERC within three months from
the date on which the wind power project starts commercial
operation

Construction—generally involves engineering and design,
construction of access roads, tower foundations and other
structures and buildings, laying of connection cables, and
installation of transformers and wind turbines

Testing—a testing period for further adjustment or
refinement of the operations of wind farms

Grid connection—generally involves negotiation of an
agreement with local grid companies for dispatch of the
electricity generated from our wind farms

Commencement of Commercial Operation—after a
successful test-run, our wind farms start commercial
operation

While we developed most of our existing and pipeline wind power projects pursuant to
investment and development agreements entered into with local governments, as at
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December 31, 2010, we had also been awarded and operated four concession projects. We
entered into service concession arrangements with the Inner Mongolia Development and
Reforms Commission (A5<d#EMKHEZLZE®) for all of our concession projects through a
competitive tender process.

As at December 31, 2010, our concession projects had consolidated installed capacity
of 498.75 MW, accounting for 47.1% of the consolidated installed capacity of our wind power
business. For the years ended December 31, 2008, 2009 and 2010, revenue generated from
our wind power concession projects accounted for 4%, 4% and 13%, respectively, of our total
revenue.

In addition to the revenue from sales of electricity generated by our concession
projects, we also record service concession construction revenue and service concession
construction costs in connection with the construction of our concession projects. We
recognize service concession construction revenue at fair value in respect of the construction
work completed for concession projects pursuant to the relevant concession agreements
between us and the relevant local government authorities. As we subcontract substantially all
construction activities of our concession projects to third parties, we recognize total
construction costs as the fair value of construction services. As a result, the service
concession construction revenue is equal to the service concession construction cost
recorded during the relevant period, and thus has no net effect on our operating profit or profit
for the relevant period. For a discussion of service concession construction revenue or
service concession construction cost, see the sections headed “Financial Information—
Description of key statement of comprehensive income line items” and “Financial
Information—Results of operations”.

On-grid Tariffs

On-grid tariffs refer to the price at which a power generation company may sell its
electricity to the grid to which it is connected. According to the Renewable Energy Law and
The Trial Measure for the Renewable Resources Tariff and Cost Sharing
(CRT AL RETR R o A% A0 22 20 S 4T L)), there exist two types of on-grid tariffs for electricity
generated from renewable energy: the “government fixed price” and the “government guided
price.”

For wind power projects approved by the NDRC or provincial DRCs after
December 31, 2005, and before August 1, 2009, the on-grid tariff is governed by the
“‘government guided price.” The on-grid tariffs for concession projects were determined
through public tender and then approved by the government, while the on-grid tariffs for
non-concession projects were approved by the relevant pricing authorities with reference to
the approved prices of concession projects in neighboring areas. On-grid tariffs for other
renewable energy projects, such as solar and hydropower, are governed by the “government
fixed price” regime.

Pursuant to the Renewable Energy Law and the Trial Measure for the Renewable
Resources Tariff and Cost Sharing (w74 REVR¥E 7 A% 1 2 108 BT A1%)), with respect to
renewable energy projects, including wind power projects, approved after January 1, 2006,
the price premium for on-grid renewable power over the benchmark on-grid tariff for the
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desulfurized coal power in the same province, together with the grid connection cost of
on-grid renewable power, will effectively be borne by all electricity end users. Grid companies
charge a tariff surcharge on selling prices at the provincial and national levels to reflect their
extra costs for purchasing and inter-connecting renewable power. According to the various
notices regarding the adjustment of on-grid tariff in various regions of the PRC issued by the
NDRC, the tariff surcharge was increased to RMB0.0040 per kWh effective from
November 20, 2009. The Directors believe that our wind power business will benefit from the
increase in tariff surcharge as additional funds are available for grid companies to settle
receivables in the sales of electricity of our wind farms.

The NDRC issued the Circular regarding the Furtherance of On-grid Pricing Policy of
Wind Power (CBii5e %m0 % -4 EFEBORAEH)), which came into effect on August 1, 2009
and applies to all onshore wind power projects approved thereafter. In accordance with this
circular, the on-grid tariff as determined by “government guided price” discussed above was
replaced by the geographically unified tariffs, a form of “government fixed price.” Specifically,
China is categorized into four wind resource zones, and the same standard on-grid tariff (VAT
inclusive) (RMBO0.510/kWh, RMBO0.540/kWh, RMB0.580/kWh or RMBO0.610/kWh) applies to
all wind power projects in the same zone. The new on-grid tariffs continue to be subsidized by
on-grid tariff premiums enjoyed by renewable power projects in general. For more
information, see the sections headed “Regulatory Overview—II. Overall Regulatory Scheme
and Guidelines for the Power Industry in the PRC—4. On-gird Tariff’” and “Regulatory
Overview—IIl. Regulatory Requirements Relating to Renewable Energies”.

Mandatory Purchase and Grid Connection

The PRC has established a protective purchasing system for electricity output
generated from a renewable energy power plant. Pursuant to the Renewable Energy Law,
grid companies must enter into a grid connection agreement and purchase the total electricity
output of renewable power plants within the coverage of their grids which have fulfilled
construction requirements under the applicable renewable power development plan, and
obtained required regulatory approvals or completed all required filing procedures. Power
plants utilizing renewable resources must coordinate with grid companies to ensure the
security of the power grid. Power generation units utilizing renewable resources also enjoy
the highest dispatch priority under the 2007 Provisional Measures on the Dispatch of Energy
Saving Power Generation (CEifEE =i L (A7) )).

The Renewable Energy Law further stipulates that grid companies shall ensure the
renewable power company’s connection to the grid through grid connection agreements and
provide the required grid connection support.

Electricity Sale

We generate revenue in our wind power business primarily from the sale of electricity
generated from our wind farms. Due to the mandatory purchase of electricity generated from
renewable energy by the grid companies as provided under the current regulatory framework,
our wind farms sell all of the electricity that they generate to local grid companies (except for
auxiliary power usage and transmission loss). We sell electricity based on the PPAs we enter
into with local grid companies in accordance with applicable PRC regulations. A PPA typically
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has various standard terms, such as on-grid tariff, metering and payment. The PPAs usually
have a term of several months to five years.

In 2009, the NDRC reformed the “PPA plus price authority approval” mechanism in
respect of wind power tariffs. The NDRC promulgated the Notice on Improving On-grid Tariff
Policy for Wind Power (<B4 5 B 138 & -4 B EEGRAYEA)) on July 20, 2009, which established
fixed benchmark tariffs ranging from RMB 0.510/kWh to RMB 0.610/kWh for four geographic
resources areas, categorized according to wind quality and construction conditions. This
Notice is applicable to our various wind farms approved after August 1, 2009.

Despite the current favorable regulatory framework, the actual sale of electricity
generated by wind farms in China may be limited by a number of factors, including maximum
transmission capacity, grid stability and local demand for electricity. In recent years, local grid
companies in north China such as that in West Inner Mongolia imposed restrictions on wind
power generation companies, especially during the nights of the winter season, to give priority
to cogeneration companies which provided heat energy as well as to secure the stability and
safety of the local grids. Furthermore, local grid companies in West Inner Mongolia imposed
additional restrictions on wind power generation companies because the rapid construction of
wind farms resulting from high quality wind resources in West Inner Mongolia had outpaced
the development of local grids during recent years. As electricity generated from our wind
farms cannot be stored and must be transmitted or used once it is generated, a number of our
wind farms in West Inner Mongolia temporarily shut down some of their wind turbines in 2009
and 2010. For additional disclosure on the grid related risks, see the section headed “Risk
Factors—Risks Relating to Our Wind Power Business—We rely on local grid companies for
grid connection and electricity transmission and dispatch”.

However, we believe that the grid congestion is expected to improve over time with the
rapid development of grids both locally and nationally in China. The Recommendations from the
Chinese Communist Party Central Committee regarding the Formulation of the 12t Five-Year-
Plan for National Economy and Social Development (<3t Bt il i [ R AL AL & 58 J
F+ M AERLE R EERD) indicate that the PRC government will enhance power grid constructions
during the 12t Five-Year-Plan period, which is from 2011 to 2015. The State Council issued the
Decision to Accelerate the Fostering and Development of Strategic New Industries
(BRI T bR 7 0 % e O 587 B 7 SE 1) R 7)), whiich set forth the target to accelerate the development
of an advanced power grid and its operation system that adapts to new energy development
needs. The Inner Mongolia government issued Opinions regarding Further Accelerating Power
Grid Construction in Inner Mongolia (B — kit 5 d BA# 10 ), which provided for a
goal to expand power transmission channel and to solve the wind power transmission problems.
As part of its policy to support the development of wind power industry, the PRC government has
increased capital investments in grid construction. For example, in 2009, the State Grid
Corporation of China (“SGCC”) announced that it would start building three more ultra-high
voltage (“UHV”) power lines, one of which would connect West Inner Mongolia with Shanghai.
The plan would increase the number of China’s UHV lines to six. SGCC also planned to invest
more than RMB100 billion over the next three to four years on UHV lines and it is expected that
China’s UHV capacity will reach 300 million kW by 2020. The Inner Mongolia government
planned to invest over RMB20 billion in 2009 and 2010 to expand and upgrade its transmission
network. By the end of 2009, the Inner Mongolia Power (Group) Co., Ltd.
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(MEhES (EE) AR A) had completed all 33 power transmission and dispatch projects as
originally planned.

In addition, in October 2010, with the launch of the 500kV transformer substation in
Hetao, Bameng region of Inner Mongolia, our 300.00MW Wulanyiligeng Wind Farm started to
operate at much higher loads compared to the first quarter of 2010. In 2011, the 500kV
substation in the Delingshan area which is also connected to our Wulanyiligeng Wind Farm
will further expand its capacity with the installation of the second generator transformer. In
July 2011, the 220kV substation in Huitengliang which is connected to our Jixianghuaya Wind
Farm is expected to be reconstructed into a 500kV substation, and a new 500kV generator
transformer will be put into operation, resulting in a significant upgrade to the local grid
structure. In addition, more and more enterprises with substantial power demand are located
in West Inner Mongolia and thus the local power consumption will also increase.

For our wind farms operating in the first quarter of 2010, the average utilization hours
increased by 6% in the first quarter of 2011 compared to the first quarter of 2010. We will
continue to work with local grid companies to further optimize our wind power transmission
capacity, including the effective utilization of our centralized monitoring system as well as
funding the construction of power grids that connect to our wind farms in distant areas, which
can be refunded by the local grid companies in the form of on-grid tariff premium.

The difference between the gross power generation and the net power generation of
our wind farms includes auxiliary electricity usage and transmission loss. Auxiliary electricity
usage and transmission loss of our wind farms generally accounted for approximately 1.5 -
2% of the gross power generation of our wind farms during the Track Record Period. Income
attributable to the sales of electricity generated during the construction and testing period is
not included in the revenue of electricity sales, but is offset against the cost of property, plant
and equipment.

The table below sets out the electricity sales volume of our wind power projects in
different geographic locations for the periods indicated:

Geographic location For the year ended December 31,
2008 2009 2010
(MWh)

InnerMongolia . ....... .. 214,957 641,140 2,022,964
Beijing ... 51,291 117,269 180,569
Liaoning provinCe . ... .ot — 28,651 84,156
Total ... e 266,247 787,060 2,287,689
Note:

(1) The discrepancy in the total number is due to rounding.

Government Subsidy

Pursuant to the Notice of Temporary Measures on Management of Subsidies Funding
to Beiing Urban  Public Use  Enterprises Bt EVEEALaUHT T 22 4 S8 Al 6
MEMET AR @A) and the Notice on Improving the Management on Subsidy to Power
Enterprises B & /436w & 2@, all of our wind farms in Beijing are entitled to
government subsidies. The PRC Government in Beijing provides relevant financial subsidies
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through the policy of feed-in tariffs, which are higher than the on-grid tariff for electricity
generated by the relevant wind farms. Please see the section headed “Regulatory
Overview—IIl. Regulatory Requirements Relating to Renewable Energies—5. Designated-
Purpose-Subsidy” for further details on the relevant policy. For the years ended December 31,
2008, 2009 and 2010, the total amount of financial subsidies that we received from the PRC
government for our wind power projects was nil, RMB7.5 million and RMB11.8 million,
respectively.

Suppliers
Wind Turbine Suppliers

Wind turbine purchase price generally accounts for approximately 55% to 65% of our
upfront construction costs of a wind power project. We generally determine our wind turbine
suppliers through a bidding process taking into account factors including reliability, reputation,
product quality, price, technologies, production capabilities and after-sales support. We
generally procure our wind turbine equipment from reputable suppliers.

Our contracts with wind turbine suppliers usually cover payment, delivery, installation,
inspection and acceptance and typically include a warranty period of two years, unless
otherwise negotiated. In addition, these contracts usually provide for key performance
indicators such as power load curve and availability factor. Generally, these contracts with
wind turbine suppliers provide that should the performance indicators of the wind turbines fall
below the provided guaranteed indicators, we are entitled to damages as measured by a
certain percent of the estimated power generation loss caused by the non-performance, but
usually not exceeding a certain percent of the consideration of the contract. During the Track
Record Period, we had not claimed any damage on non-performance of our wind turbines.

To secure the supply of wind turbines for our wind power projects and to allow us the
access to the latest technical features, we have also established long-term strategic
relationships with leading domestic brand turbine suppliers, such as Xinjiang Goldwind and
Sinovel. We also have strong relationships with leading international brand turbine suppliers,
such as Suzlon and Nordex. According to HydroChina Corporation, in terms of cumulative
installed capacity in 2009, Sinovel and Xinjiang Goldwind were the largest and second largest
wind turbine suppliers in China, respectively.

Historically, each of our wind farms entered into supply agreements with respective
wind turbine suppliers individually. However, since April 2010, in order to consolidate and
streamline our procurement procedures, a number of our wind farms have signed agreements
with BIEE, according to which, BIEE will be the centralized tendering platform for these wind
farms.

Other Suppliers

Other important suppliers for our wind power business include plant equipment
suppliers and third party contractors who provide construction and installation services during
the construction phase of our wind farms. For the supply of step-up transformers, switchgear
and cables, we usually obtain competitive bids for high quality products from nationwide
suppliers.
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Operation and Maintenance

We consider operational efficiency a key competitive strength of our company and
strive to increase the average utilization hours of our wind farms, perform repair and
maintenance using in-house resources and enhance our monitoring systems. We aim to
achieve and maintain high levels of average utilization hours, principally by utilizing a
systematic approach to monitor the drivers for wind farm and wind turbine availability,
conducting subsequent reviews of periods of non-availability and implementing corrective
measures to mitigate systemic failures.

Each of our wind farms has a timetable for routine maintenance, regular inspections
and repairs. With our extensive operational experience and technical know-how, we have
developed a self-sufficient in-house operation and maintenance team to conduct a large
number of operation and maintenance activities. In addition, to optimize the operation results
of our wind farms, we have operated a centralized monitoring system to monitor our wind
farms located in West Inner Mongolia area since 2009, which allows us to conduct real-time
supervision on our wind farm operations, oversee and adjust maintenance schedules of
different wind farms to save costs, and streamline the cooperation of the different wind farms
with the local grid company. We aim to continue to increase our control of key operation and
maintenance activities rather than outsourcing all of these services to wind turbine
manufacturers. This enables us to reduce our overall operation and maintenance costs and
increase the utilization hours of our wind farms.

OUR SMALL TO MEDIUM HYDROPOWER AND OTHER CLEAN ENERGY GENERATION
BUSINESSES

In addition to our gas-fired power and heat energy generation business and wind
power business, we also develop, manage and operate power generation projects utilizing
various other clean energy resources, including five small to medium hydropower projects in
operation and under construction that are located in Sichuan province and Yunnan province.
As at December 31, 2010, we also had two pipeline small to medium hydropower projects
(projects that have not commenced construction but for which we have acquired certain
development rights) with a consolidated estimated capacity of 34.00 MW.

Revenue from our small to medium hydropower and other clean energy generation
businesses were RMB59.5 million, RMB148.9 million and RMB56.6 million for the years
ended December 31, 2008, 2009 and 2010, respectively. Revenue contribution from our small
to medium hydropower and other businesses accounted for 4.4%, 6.2% and 1.6% of our total
revenue (excluding revenue from concession construction) for the respective periods.

As at December 31, 2010, our small to medium hydropower and other businesses had
6.40 MW of consolidated installed capacity (excluding the 24.00 MW installed capacity of
Shandong Jingneng Straw-fired Biomass Power Plant, which was divested in January 2011)
and 224.40 MW of consolidated capacity under construction. We expect to have 12.80 MW
and 309.39 MW of consolidated installed capacity for our small to medium hydropower and
other business by the end of 2011 and 2012, respectively.

In addition, through our associates or jointly controlled entities, we develop, manage
and/or operate geothermal, waste-to-energy and sewage-to-energy plants, and sell the
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electricity, heat energy and cooling source generated by these plants to external customers.
We also participate in the construction of the heat energy transmission network through our
associates or jointly controlled entities.

Small to Medium Hydropower Projects

The table below sets out the details of our small to medium hydropower projects in
operation and under construction as at December 31, 2010:

Installed Capacity / On-grid
Estimated Tariff
Installed Capacity Ownership (RMB
Project Name (Mw) (%) /kWh) Location
Projects in operation
Heishui Sanlian—Zhawo Grade | Hydropower Plant Sichuan
(RK = — B —HOKE) . 6.40 100.0 0.288 Province
Projects under construction
Na Bang Hydropower Plant Yunnan
(IBFBAKBEIR) 180.00 100.0 —  Province
Heishui Sanlian—Deng Peng Grade | Hydropower
Plant Sichuan
(BT — B —HOKES) .. 20.00 100.0 —  Province
Heishui Sanlian—Deng Peng Grade Il Hydropower
Plant Sichuan
(FRAK=T — B —HORES) Lo 18.00 100.0 —  Province
Heishui Sanlian—Zhawo Grade Il Hydropower Plant Sichuan
(RK =W — BRm SOKEY) 6.40 100.0 —  Province

Our Pipeline Small to Medium Hydropower and Other Clean Energy Power Projects

Some of our small to medium hydropower projects and other clean energy power
projects have not commenced construction. We refer to such projects as pipeline projects. As
at December 31, 2010, we had five pipeline small to medium hydropower and other clean
energy power projects with a consolidated estimated capacity of 78.59 MW. Among these
projects, two were small to medium hydropower projects with a consolidated estimated
capacity of 34.00 MW, both located in Yunnan province, and three were solar power projects
with a consolidated estimated capacity of 44.59 MW, located in Beijing and Ningxia,
respectively.

The following table illustrates our pipeline small to medium hydropower and other clean
energy power projects as at December 31, 2010:

Consolidated

Estimated

Number of Capacity
Location Projects (Mw)
Beijing ... 2 34.59
YUunnan ProvinCe ... ... 2 34.00
NINGXia .o 1 10.00
Total . ... 5 78.59

CARBON CREDIT TRANSACTIONS

In addition to generating revenue from selling electricity to local grid companies, we
have also participated in carbon credit transactions through the sale of CERs and VERSs, for
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emission reductions attributable to the electricity output of certain of our gas-fired power and
heat energy generation projects, wind power projects and other clean energy projects. For the
years ended December 31, 2008, 2009 and 2010, aggregate sales of CERs and VERs
generated other net income of RMB12.7 million, RMB120.6 million and RMB156.3 million,
respectively. The sale of CERs and VERs fluctuated during the Track Record Period for a
number of reasons. First, the number of our projects registered with CDM increased. Second,
our accounting policy is to recognize the income from CERs and VERs when they are issued.
For CERs, “issued” means not only that the project has been registered with CDM EB and
started to generate electricity, but also the individual CERs were approved and announced
through the United Nations Framework Convention on Climate Change website
(www.unfccc.com). For VERs, “issued” means the relevant VERs have passed the required
examination procedures mutually agreed by the buyer and the seller. The Group recognize
income only after relevant carbon offsets were issued because the CERs/VERs became
transferable to the buyer and the consideration became receivable at the time the CERs/
VERs were “issued”.

Clean Development Mechanism and Sale of CERs

CDM is an arrangement under the Kyoto Protocol to the UNFCCC. Each of the
countries listed in Annex | to the UNFCCC (the “Annex | Countries”), which include certain
developed countries, is assigned an emission reduction target. Non-Annex | Countries, which
include certain developing countries, have no emission reduction targets but are encouraged
to adopt environmentally friendly technologies to reduce greenhouse gas emissions.

The CDM arrangement allows Annex | Countries to invest in emission reduction
projects in non-Annex | Countries in order to earn CERs. CERs can be used by investors from
Annex | Countries to satisfy domestic emission reduction targets or sold to other interested
parties, and therefore it provides an alternative to emission reductions in their own countries,
which are generally more expensive than investing in emission reduction projects in
developing countries. The PRC government ratified the Kyoto Protocol in 2002, making China
a non-Annex | Country. The first commitment period of the Kyoto Protocol is five years from
2008 to 2012. See “Risk factors—Sales of CERs depend on the CDM arrangements under
the Kyoto Protocol, and any change of or expiration of these arrangements could limit our
income from the sales of CERs and VERSs”.

In order to issue and sell CERs, a CDM project in the PRC generally has to:

® obtain the approval of the NDRC, the designated national authority for the PRC;

® have the project design validated by a third party agency accredited by the CDM
EB, referred to as a Designated Operational Entity (the “DOE”), to ensure the
project results in real, measurable and long-term emission reductions;

® register the project with the CDM EB;

® periodically obtain verification and certification by the DOE on the emission

reductions attributable to electricity output of the project after the project is
registered with the CDM EB;
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e obtain CERs issued by the CDM EB with respect to the emission reductions
verified and certified by the DOE (after deduction of 2% of the CERs by the
CDM EB to cover its administrative expenses); and

o deliver CERs to buyers according to the delivery schedule agreed with buyers and
receive payment from buyers for CERs purchased.

According to the Measures for Operation and Management of Clean Development
Mechanism Projects (<8 HIH H 174 25 ), the “CDM Measures”) jointly issued by the
NDRC and other ministries, only companies which are wholly-owned or controlled by Chinese
parties may carry out CDM projects in the PRC. As at December 31, 2010, all of our power
project companies meet this requirement.

According to the CDM Measures, for those CDM projects approved by NDRC on or
after October 12, 2005, the PRC government imposes a levy on the proceeds from the sale of
CERs at various levels depending on the type of the project. With respect to wind and other
renewable energy projects that develop and utilize renewable energy sources and are
encouraged by the relevant government policy, only 2% of the proceeds from sale of CERs
are payable to the PRC government.

As at December 31, 2010, we had 40 projects eligible to apply for CDM registration,
28 of which had obtained approval from the NDRC, with the remaining 12 pending approval
from the NDRC, and 14 of which had been successfully registered with the CDM EB, with the
remaining 14 pending registration with the CDM EB. Among the 14 CDM projects we had
registered with CDM EB, two were gas-fired power projects with a total installed capacity of
1,190.00 MW, 11 were wind power projects with a total installed capacity of 595.25 MW and
one was a biomass project with an installed capacity of 24.00 MW.

As at December 31, 2010, we have entered into emission reduction purchase
agreements with 12 independent third party purchasers. All of these purchasers are corporate
buyers from Europe. The first CERs of our registered CDM projects were issued on May 14,
2008. As at December 31, 2010, two of our 11 registered wind power CDM projects and both
of our registered gas-fired power CDM projects have generated other net income. We expect
the majority of our registered wind power CDM projects to start generating other income in
2011. For the years ended December 31, 2008, 2009 and 2010, our income from sales of
CERs was RMB12 million, RMB98 million and RMB156 million, respectively.

Sale of VERs

VERSs are reductions that are not mandated by any law or regulation but originate from
a purchaser’s desire to take an active part in climate change mitigation efforts. The VERs
market is an emerging market for carbon credits outside the Kyoto Protocol regime. We sell
VERs attributed to the electricity output from those projects that have not been registered as
projects with the CDM EB, or from those projects which are not eligible for being registered as
CDM projects.

We started selling VERs in 2007, and as at December 31, 2010, our Jingfeng gas-fired
power project, Huitengxile wind power project and Guanting wind power project phase | have
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sold VERs, which generated income of RMB1.08 million, RMB22.55 million and nil for the
years ended December 31, 2008, 2009 and 2010, respectively. The increase in sales of
VERs from RMB1.08 million in 2008 to RMB22.55 million in 2009 was primarily due to
increased clean energy projects commencing commercial operation, particularly our Jingfeng
Power Plant and Lumingshan Guanting Wind Farm Phase |. Sales of VERs was nil in 2010 as
we accelerated the registration of clean energy projects for CDM, and accordingly, sales of
CERs increased from RMB98.10 million in 2009 to RMB156.26 million in 2010.

FINANCIAL INVESTMENT

As at December 31, 2010, we owned a 20% equity interest in Beijing Jingneng
International, which is a coal-fired power generation company. As at December 31, 2010, the
total installed capacity of Beijing Jingneng International was 13,675.00 MW, and the installed
capacity attributable to us from Beijing Jingneng International was 914.09 MW. As at
December 31, 2010, our parent company, BEIH, holds the remaining 80% equity interest in
Beijing Jingneng International.

In addition, as at December 31, 2010, we owned a 2% interest in BEIH Finance, a
financial service company based in the PRC, and BEIH owned the remaining 98% interest.

TOP FIVE CUSTOMERS AND SUPPLIERS

We generate substantially all of our revenue from the sale of electricity generated by
our wind farms, gas-fired power plants and other power plants, which sold the power to local
grid companies to which they are connected pursuant to the relevant PPAs.

For the years ended December 31, 2008 and 2009 and 2010, sales to our five largest
customers in the aggregate represented 92.8%, 93.3% and 97.5%, respectively, of our
revenue (excluding revenue from concession construction) for the corresponding periods.
Sales to our largest customer represented 82.0%, 64.5% and 63.5%, respectively, of our
revenue (excluding revenue from concession construction) during the same periods.

During the Track Record Period, purchases from our five largest suppliers accounted
for 82.6%, 74.9% and 89.8% of the purchase (excluding the acquisition of property, plant and
equipment) made by our Group, respectively. Purchases from our largest supplier, Beijing
Gas Group, represented 77.7%, 70.2% and 87.2%, respectively, of the purchase (excluding
the acquisition of property, plant and equipment) made by our group during the same periods.
BDHG is a connected person of the Company as well as one of our five largest customers.
Save as disclosed above, none of our Directors, Supervisors, executive officers, associates or
shareholders (which hold more than 5% of the issued share capital of the Company) had any
interest in any of our five largest customers during the Track Record Period. Jingfeng Thermal
Power is a wholly-owned subsidiary of BEIH, as well as one of our five largest suppliers
during the Track Record Period. Save as disclosed above, none of our Directors, Supervisors,
executive officers, associates or shareholders (which hold more than 5% of the issued share
capital of the Company) had any interest in any of our five largest suppliers during the Track
Record Period.
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COMPETITION

Our gas-fired power and heat energy generation business do not face substantial
competition in the operational stage, since NDRC and its local counterpart determine the
planned utilization hours of each plant as well as its on-grid tariff/heat energy supply price,
and such utilization hours are executed by the power companies (with minor fluctuation during
the year). However, we face competition at the development stage with respect to site
selection. Due to the nature of heat transmission, heat suppliers can only supply heat within a
limited radius, and only one heat project will be approved by the government in a specific area
to avoid duplicate construction. Hence, identifying sites in an area with significant heat
demand is an important factor in determining the volume of heat sales. With our development
experience and our execution capability, we believe that we compete effectively in this field.

We believe the primary competitors for our wind power business are power generation
companies focusing on renewable energies, in particular, developers and operators of wind
power projects in China. Under the current regulatory framework, local grid companies are
required to provide mandatory grid connection and purchase all of the power generated by
wind power projects within their coverage areas at a price fixed by the PRC government. As a
result, there is no substantial competition among wind power projects in operation in China.
However, due to the nature of the industry, the development of wind power projects is limited
by natural conditions, especially wind resources in limited geographic areas and at particular
sites. Accordingly, the competition among wind power operators occurs mainly during the
development stage, especially in selecting suitable sites and obtaining the rights to develop
wind power projects on a specific site, rather than during a project’s operational stage.

At the development stage, we compete with other national or local wind power
developers in a number of areas, including securing sites with desirable wind resources,
obtaining relevant government approvals, incorporating our projected capacity into local grid
planning and obtaining financial resources. In light of our project development experience,
execution capabilities and well established relationships with local governments and grid
companies, we believe that we compete effectively in this sector.

Our small to medium hydropower and other clean energy generation businesses will
face competition from other power generation companies focusing on hydropower and other
clean energies, particularly developers and operators of small to medium hydropower and
solar power projects in China. Factors that could affect our competitiveness include, among
others, our technical capability, financial resources, project development experiences and
execution capabilities.

ENVIRONMENTAL REGULATIONS

Our operations are subject to environmental laws and regulations relating to the
construction and operation of renewable energy generation facilities and gas-fired power
plants, noise control, air and water emissions, water and ground protection, hazardous
substances and waste management. As advised by our PRC legal advisor, we are subject to
applicable environmental law and regulations to submit an environmental impact assessment.
For further details, please see the section headed “Regulatory Overview—V. Environment
Protection”.
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We design, construct and operate our power plants in accordance with applicable
environmental laws and regulations, to mitigate adverse effects on the environment. Our PRC
legal advisor has confirmed that the Company’s gas-fired power and heat energy generation
business has passed the listing environmental inspection by the Ministry of Environmental
Protection of the PRC. In addition, according to the certificates issued by the environmental
protection authorities and as confirmed by our PRC legal advisor, there is no non-compliance
with applicable PRC environmental laws and regulations in relation to the operation of our
wind power, small to medium hydropower and other clean energy generation businesses
during the Track Record Period.

However, the PRC government may adopt more stringent environmental standards
and carry out more rigorous enforcement of applicable environmental laws and regulations,
which could materially and adversely affect our financial condition and the results of our
operations. For further risk disclosure, please see the section headed “Risk Factors—Risks
Relating to Our Overall Business—We are subject to stringent environmental laws and
regulations. Failure to comply with these laws and regulations could materially and adversely
affect our business, results of operations and financial condition”.

The cost of compliance with applicable environmental laws and regulations depends
on the capacity of our power projects. For example, for a gas-fired power project with an
installed capacity of 350MW, the cost associated with meeting applicable environmental
compliance requirements and obtaining relevant environmental approvals for the construction
and operation of the project as well as environment-related expenditures in line with industry
standards are approximately RMB7,350,000. For a wind power project with an installed
capacity of 50MW, such cost is approximately RMB100,000. For a small to medium
hydropower project with an installed capacity of 5SMW, such cost is approximately RMB40,000
to RMB50,000, depending on whether there are reservoirs associated to the hydropower
plant.

HEALTH AND SAFETY COMPLIANCE

Our business operations, particularly our gas-fired power plants, involve risks and
hazards inherent in such activities. These risks and hazards could result in damage to, or
destruction of, property or production facilities, personal injury, environmental damage,
business interruption and possible legal liability. See the section headed “Risk Factors—Risks
Relating to Our Overall Business—Our assets and operations are subject to hazards
customary to the electricity generation industry, and we may not have adequate insurance to
cover all these hazards”. Our power plants have adopted various internal policies and are
taking protective measures to prevent health and safety hazards. As of December 31, 2010,
we had complied with all the material PRC laws and regulations on environmental protection
and workplace safety applicable to our operations, including the Work Safety Law of the
People’s Republic of China (¢hi#: A RIME %24 E1%)), the Measures for Regulating the Work
Safety of Electricity (& h#%aAE L)) and the Interim Provisions on the Investigation of
Electric Power Generation Accidents (& 14 EF#iR A& 78E)). As at December 31, 2010, we
had not been subject to any material fines or administrative actions involving non-compliance
with any relevant regulations.

202



BUSINESS

INTELLECTUAL PROPERTY

Our intellectual property consists of trademarks. As at the Latest Practicable Date, we
had 3 registered trademarks in the PRC. As at the Latest Practicable Date, we had registered
24 trademarks in Hong Kong. We have entered into a trademark license agreement dated
May 23, 2011 with BEIH regarding our use of its trademarks for nil consideration.

We have not engaged in any litigation or legal proceedings for violation of intellectual
property rights. For further details of the intellectual property of the Company, please see
“Appendix IX—Statutory and General Information”.

INSURANCE

Our Directors confirm that substantially all operating assets of our Group are covered
by insurance.

We do not carry any business interruption insurance. We believe our practice is
consistent with the customary practice in the PRC and that the insurance coverage of the
power generation farms and plants within our Group is adequate and is standard for the
power industry in the PRC.

LEGAL COMPLIANCE AND PROCEEDINGS

Our Directors confirm that, as at the Latest Practicable Date, we were not involved in
any litigation or other proceedings, nor did we have any pending or threatened litigation or
other proceedings, which would materially and adversely affect our business, financial
condition or results of operations. In addition, to our knowledge, we have not suffered any
breakdown, failure, interruption or substandard performance of equipment, improper
installation or operation of equipment, labor disturbance, natural disaster, environmental
hazard and industrial accident during the Track Record Period, which has materially and
adversely affected our business, financial condition or results of operations.

Our Directors, as advised by our PRC Legal advisor, confirm that, as at the Latest
Practicable Date, we had complied with all applicable PRC laws and regulations in all material
aspects during the Track Record Period and have obtained all permits, licenses,
qualifications, authorizations and approvals material for our business operations.

PROPERTIES
Land
Land for Operating Projects

As at March 31, 2011, we owned, held or occupied 21 parcels of land with a total site
area of 841,482.82 m2 for our operating projects (including sites for our power plants and
wind farms in operation, as well as office buildings, staff dormitories and other auxiliary
purposes), among which we had not obtained land use right certificates for three parcels of
land with a total site area of 90,741.28 m2 or 10.78% of the total site area underlying our
operating wind farms . Other than these three parcels of land, we had proper land use rights
to all the land underlying our operating projects as at March 31, 2011.
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Land for Projects under Construction

As at March 31, 2011, we owned, held or occupied 20 parcels of land with a total site
area of approximately 1,009,859.99 m2 for our projects under construction (including sites for
power plants and our wind farms under construction, as well as office buildings and other
auxiliary purposes), among which we had not obtained land use right certificates for 15
parcels of land or 88.38% with a total site area of 892,496.43 m2,

Leased Land

As at March 31, 2011, we leased one parcel of land with the land use right certificate
for a site area of 20,200 m2, which is used as the site for one of our operating wind farms
(which is also the site for a pipeline solar power project that supplements its wind power
generation). Our PRC legal advisor has confirmed that the lease agreement for this parcel of
land is valid and legally binding, and that although it was not registered, it will not affect its
validity pursuant to PRC law.

Land for Operating Projects without Land Use Right Certificates

We owned, held or occupied in aggregate three parcels of land for operating projects
with a total site area of 90,741.28 m2 for which we had not obtained land use right certificates
as of March 31, 2011. These title defects are primarily caused by the ongoing application
process for relevant land use right certificates, as obtaining such certificates involves
government approvals at different levels.

For one out of the three parcels of land above with a total site area of 71,950 m?
underlying our Saihan Wind Farm Phase |, we have entered into land use right transfer
agreements with relevant government authorities. Our PRC legal advisor has advised us that:
(i) the land use right certificate for this parcel of land is being processed, (ii) we may continue
to occupy and use the land, and (iii) there is no material legal impediment for us to obtain the
land use right certificate. For the other two parcels of land mentioned above with a total site
area of 18,791.28 m2 underlying our Changtu Taiyangshan Wind Farm, our PRC legal advisor
has advised us that the maximum fines to which we may be subject is RMB30 per m2, or
RMB563,738.4. In order to obtain land use right certificates for these two parcels of land, we
need to first obtain government approval for the transfer of the respective land use right. If
such process eventually fails, we may be forced to relocate. We are in the process of applying
for such government approval, and our PRC legal advisor has advised us that there is no
material legal impediment in obtaining the land use right certificate once our application is
approved by the government. In addition, the current prescribed use of land relating to one of
these two parcels of land, with a total site area of 11,153.28 m2, is for agriculture. We have
applied to the relevant PRC government authority for changing the prescribed use of land to
construction. If we fail to obtain the approval from the relevant PRC government authority, we
may be ordered to demolish the building sitting on this parcel of land. To our Directors’
knowledge, as at December 31, 2010, we had not received any notice from the relevant
authority imposing any penalties or order for relocation, demolishment or confiscation. Our
Directors are of the view that the title defects of these three parcels of land will not materially
and adversely affect our operations, because the wind farms on top of these parcels of land
had a total installed capacity of 99.00 MW, or only 4.4% of our total installed capacity as at
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December 31, 2010, and revenue contribution from the wind farms accounted for only 1.2%
and 2.8%, respectively, of our total revenue in 2009 and 2010. For further details and risks
involved in these title defects, see “Appendix IV—Property Valuation”, and the section headed
“Risk Factors—Risks Relating to Our Overall Business—We do not possess title certificates
in respect of some of the properties we own, and some of the landlords lack relevant title
certificates for properties leased to us, which may materially and adversely affect our right to
use such properties”.

Land for Projects Under Construction without Land Use Right Certificates

We occupied in aggregate 20 parcels of land for projects under construction with a
total site area of 1,009,859.99 m2, 15 parcels of which with a total site area of 892,496.43 m2
had not obtained land use right certificates as of March 31, 2011. These title defects are
primarily caused by the ongoing application process for relevant land use right certificates and
the fact that we are not able to initiate the application process until the boundaries of land
have been determined and finalized.

For six out of the 15 parcels of land without land use right certificates with a total site
area of 487,082.08 m2, we have obtained preliminary government approvals necessary to
obtain the respective land use right certificate. Our PRC legal advisor has confirmed that
there is no material legal impediment for us to obtain the land use right certificates for these
parcels of land. However, we have not obtained relevant exemptions from relevant local
authorities with respect to penalties they may impose in connection with the title defects on
these parcels of land. For these 15 parcels of land, we have been advised by our PRC legal
advisor that the maximum fines we may be subject to is RMB30 per m2 and a total amount of
approximately RMB26,774,892.9, and that we may be forced to relocate should we fail to
obtain the respective land use right certificate. In addition, according to the preliminary land
use opinions issued by land administrative authorities, the current prescribed use of land
relating to part or the whole of eight of these 15 parcels of land is for agriculture or other
purposes and the total site area of the land the use of which needs to be changed is
approximately 246,815 m2. We have applied to the relevant PRC government authorities for
changing the prescribed use of land to construction. If we fail to obtain the approval from the
relevant PRC government authorities, we may be ordered to demolish the buildings sitting on
these eight parcels of land. To our Directors’ knowledge, as at December 31, 2010, we had
not received any notice from relevant authorities imposing any penalty, including order for
relocation, demolishment or confiscation. We are in the process of obtaining relevant
government approvals and land use right certificates. As these parcels of land are for projects
under construction and we expect that we are able to obtain the relevant land use right
certificates by the time these projects complete constructions, we believe that the title defects
in the current stage will not materially and adversely affect our operations. For further details
of our owned land and risks involved in these title defects, see “Appendix IV—Property
Valuation”, and the section headed “Risk Factors—Risks Relating to Our Overall
Business—We do not possess title certificates in respect of some of the properties we own,
and some of the landlords lack relevant title certificates for properties leased to us, which may
materially and adversely affect our right to use such properties”.
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Buildings
Owned Buildings

As at March 31, 2011, we owned 111 buildings with a total gross floor area of
146,354.06 m2, among which we had not obtained building ownership certificates for 20 units
with an aggregate gross floor area of 10,722.20 m2, among which one unit with an area of
458.52 m2 was a plant building, eight units with a total area of 2,754.70 m2 were buildings for
power distribution and relays, while the remaining 11 were auxiliary buildings for offices,
warehouses, water-pumps and a security guard room. As of the Latest Practicable Date, out
of the 20 buildings that had not obtained building ownership certificates, we had applied to the
relevant government authorities for the certificates of five units and the government
authorities had not issued the certificates. With respect to these 20 units, our PRC legal
advisor has advised us that the potential legal risks may include suspension of construction,
fines, demolishment or confiscation of the structure. Other than the mentioned above, there
are no other material legal consequences arising from such non-compliances for the buildings
indicated. To our Directors’ knowledge, as at December 31, 2010, we had not received any
notice from the relevant authority for any penalties. Other than these 20 units, we had
obtained building ownership certificates for all the buildings and units owned, held or occupied
by us as at March 31, 2011. Our directors are of the view that title defects of these buildings
will not materially and adversely affect our operations, given that those buildings are used
mainly for auxiliary purposes, and we may find replacements of these buildings at reasonable
costs. For further details on these buildings, see “Appendix IV—Property Valuation”.

Leased Buildings

As at March 31, 2011, we leased 18 buildings in the PRC with a total gross floor area
of approximately 16,307.61 m2. Among these 18 buildings, the landlords of eight buildings,
with a total gross floor area of approximately 10,253.93 m2, had not obtained building
ownership certificates. Our PRC legal advisor has advised us that the leases concerning
these buildings may not be protected by the PRC law. As a result, third parties may challenge
our rights to use these buildings and we may have to vacate the relevant premises should any
challenge succeed. Our PRC legal advisor has advised us that as at March 31, 2011, the
lease agreements for these 18 buildings were all valid and legally binding. As advised by our
PRC legal advisor, although none of the lease agreements of these 18 buildings was
registered, the validity of the lease agreements is not affected. However, we may be required
by local government authorities to register the lease agreements within a stipulated period. If
we are so required and fail to comply, we may be subject to a fine of above RMB1,000 but not
exceeding RMB10,000 for each lease agreement required.

Our Directors believe that the lack of building ownership certificates will not materially
and adversely affect our results of operations given that these leased properties are primarily
used for auxiliary purposes, such as office buildings and staff dormitories, and we may find
replacements for these buildings at reasonable costs.
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OVERVIEW

In preparation for the Global Offering, our Company was established as a foreign-
invested joint stock company with limited liability under the Company Law on August 25,
2010. BEIH and its wholly-owned subsidiary, BIEE, were two of our Promoters and directly
owned 85.75% and 0.55%, respectively, of our registered share capital upon establishment.
BEIH, a wholly-owned subsidiary of BSAMAC, is a large state-owned investment enterprise
incorporated and existing under the laws of the PRC and is principally engaged in the
investment in energy, real estate, infrastructure, high-tech and financial sectors in the PRC.
BEIH will, immediately upon completion of the Global Offering and assuming no exercise of
the Over-allotment Option, remain as our controlling shareholder, and will beneficially own,
directly and through BIEE, approximately 57.57% of our equity interest.

DELINEATION OF BUSINESS AND COMPETITION
Business Retained by BEIH

In preparation for the Global Offering, we undertook the Reorganization, through
which, BEIH'’s clean energy generation business, which is our core business, was transferred
to our Company by BEIH while the non-core businesses (including coal fired power, real
estate, property management, equipment manufacturing, technology development, catering,
tendering, fuel oil and storage) previously owned by us were spun off from our predecessor,
Beijing Jingneng Technology and transferred to BEIH and its subsidiary and BDHG. Please
see the section headed “Our History, Reorganization and Corporate Structure” for details of
our Reorganization.
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The following clean energy business will continue to be retained and operated directly
or indirectly by BEIH after the Global Offering. Save for the retained business (the “Retained
Business”), there is no other clean energy business retained or operated by BEIH which will
compete or is likely to compete with our core business. If the Retained Business held by BEIH
were to be included in our Group or if we were to acquire the Retained Business which BEIH
has agreed to acquire after the Track Record Period, our Group will still be able to satisfy the
profit requirement contained in Rule 8.05(1)(a) of the Listing Rules. The Retained Business
principally includes:

Installed

Capacity / Status as at
Estimated the Latest

Business BEIH’s Capacity Practicable
Type Name of the Company Interest Key Features Location (in MW) Date
Gas-fired  Huaneng Beijing Thermal Beijing Developing  Beijing 923 Under
Power Power Co., Ltd. Jingheng and construction

Business  (¥EfEILat#E AL R) International, operating
a subsidiary gas-fired
of BEIH, power plants
holds a 34% and

equity supplying

interestin  heat energy

this

company
Shenzhen Yuhu As at the Developing Guangdong 360 In operation®?
Power Co., Ltd. Latest and

(FRINSEH T IIHBRAF)(  Practicable  operating
Date, BEIH gas-fired
proposed to power plants
acquire a
90% equity
interest in
this
company
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Installed
Capacity / Status as at
Estimated the Latest
Business BEIH’s Capacity  Practicable
Type Name of the Company Interest Key Features Location (in MW) Date
HydroPower Hanjiang Hydro 16% Developing  Hubei 513 Under
Business and construction
operating
hydro plants
Sichuan Dachuan As at the Developing  Sichuan 119.1  In operation
Power Co., Ltd. Latest and
(NN E AR F]) Practicable  operating
Date, BEIH hydro plants
agreed to
acquire a
100% equity
interest in
this
company
Sichuan Zhongneng As at the Developing  Sichuan 60.39 In operation
Power Co., Ltd. Latest and
(U RE®E AR F]) Practicable  operating
Date, BEIH hydro plants
agreed to
acquire a
100% equity
interest in
this
company
Biomass Power Guodian Tangyuan 40% Developing Heilongjiang 30 In operation
Business and
operating
biomass
power plants
Shandong Jingneng 60% Developing  Shandong 24 In operation
Energy and
operating
biomass
power plants
Notes:

(1) Shenzhen Yuhu Power Co., Ltd. and its subsidiary have two pipeline gas-fired power projects for future development.
However, since these two projects had not been approved by NDRC or its local counterparts as at the Latest Practicable
Date and are subject to concrete development plans, they are not included in this table as Retained Business.

(2) The generation systems of Shenzhen Yuhu Power Co., Ltd. ceased operation in April 2011 because they are in the process
of being altered to gas-fired systems with low nitrogen burner. Shenzhen Yuhu Power Co., Ltd. expects that the power
plants will resume operation in June 2011.

Gas-fired Power Business

Beijing Jingneng International, a subsidiary of BEIH, holds, and will after the Global
Offering continue to hold a 34% of the equity interest in Huaneng Beijing Thermal Power Co.,
Ltd. (FEREILa#EAMRIEL ) with a capacity under construction of 923MW for its gas-fired
power business. Huaneng Beijing Thermal Power Co., Ltd.’s gas-fired power plant is
expected to be completed in late 2011 or early 2012. The Board was of the view that the
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relevant gas-fired power plant was still under construction and the profitability was uncertain.
Therefore, BEIH’s interest in this company was not transferred to us. Given that we have the
option and the pre-emptive right to acquire BEIH’s gas-fired power business pursuant to the
Non-Competition Agreement (for details of which please see the paragraph headed “Non-
Competition Agreement and Undertakings” below), we retain the flexibility to acquire BEIH’s
interest in this company from BEIH in the future if our Directors believe that such acquisition
would be in the interest of our business and our Shareholders. The gas-fired power plant of
Huaneng Beijing Thermal Power Co., Ltd. is still under construction and has not generated
revenue. According to the annual report of Huaneng Power International, Inc. of 2010, the
capital expenditure incurred for this gas-fired power plant as at December 31, 2010 was
RMB272,639,359. In addition to its gas-fired power business, Huaneng Beijing Thermal
Power Co., Ltd. has been engaged in coal-fired power business. Huaneng Beijing Thermal
Power Co., Ltd. is a subsidiary of Huaneng Power International, Inc.

Our Directors believe that the gas-fired power plant of Huaneng Beijing Thermal Power
Co., Ltd., which is still under construction, will not compete with the Company’s business
following completion of construction for the following reasons:

e the annual net power generation for each of our gas-fired power plants was
determined by the NDRC Beijing Branch with reference to the total installed
capacity of that plant as approved by the NDRC Beijing Branch prior to the
construction; and

® it is usual for power plants in Beijing to supply heat energy to end users located
within certain distance of the plant. Huaneng Beijing Thermal Power Co., Ltd. is
located within the centralized heat energy supply network and, following
completion, will supply heat energy to BDHG, one of the Group’s direct customers.
However, due to geographical distance between our plants and the plant to be
operated by Huaneng Beijing Thermal Power Co., Ltd., the Group does not supply
heat energy to the same end users as Huaneng Beijing Thermal Power Co., Ltd.

As at the Latest Practicable Date, BEIH proposed to acquire a 90% equity interest in
Shenzhen Yuhu Power Co., Ltd. (FEYIEMEIARAF) from Independent Third Parties.
Shenzhen Yuhu Power Co., Ltd. owns two 9E-grade fuel oil-fired generation systems with an
installed capacity of 360MW in total, which ceased operation in April 2011 and are in the
process of being altered to gas-fired systems with low nitrogen burner. Shenzhen Yuhu
Power Co., Ltd. expects that the power plants will resume operation in June 2011. In addition,
Shenzhen Yuhu Power Co., Ltd. and its subsidiary have two pipeline gas-fired power projects
for future development with 9F-grade generation systems with an expected capacity of
1,400MW in total. According to Shenzhen Yuhu Power Co., Ltd., as at the Latest Practicable
Date, these two pipeline projects were still being planned and project approvals had not been
obtained. Subject to concrete development plans and obtaining government approvals, BEIH
intends to own 100% and 85%, respectively, of the equity interest in these two pipeline
projects. The Directors were of the view that this company did not fit the acquisition criteria of
the Company because of a wide range of reasons, including but not limited to, the estimated
profitability, investment value and permits and approval requirements. The Company
expected that the return of investment of these projects would not have exceeded 8%.
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As at December 31, 2008, 2009 and 2010, the net assets of Shenzhen Yuhu Power
Co., Ltd. (unaudited) were RMB495.8 million, RMB302.8 million and RMB51.9 million,
respectively.

For the years ended December 31, 2008, 2009 and 2010, the net profit/(loss) of
Shenzhen Yuhu Power Co., Ltd. (unaudited) were RMB29.9 million, RMB(186.8) million and
RMB(250.9) million, respectively.

As Shenzhen Yuhu Power Co., Ltd. can only sell electricity to its respective provincial
grid company which is different from the Group’s customers, the Directors consider that after
the completion of the acquisition, BEIH’s gas-fired power business will not compete with ours.

Hydropower Business Retained by BEIH

BEIH directly holds and will continue to hold, after the Global Offering, a 16% equity
interest in Hanjiang Hydro. Hanjiang Hydro owns a hydropower plant with a capacity under
construction of 513MW in Hubei Province. However, as of the Latest Practicable Date, none
of our hydropower plants was located in Hubei Province. Hanjiang Hydro’s power plant can
only sell electricity to its respective provincial grid company which is different from the
Company’s customers. As the Group does not share any common customers with Hanjiang
Hydro’s power plant, our Directors are of the view that Hanjiang Hydro’s hydropower business
does not compete with ours. Hanjiang Hydro has not commenced business operation. During
the Track Record Period, net assets of Hanjiang Hydro (unaudited) were RMB400 million,
RMB1,100 million and RMB1,100 million, respectively.

BEIH entered into a framework equity transfer agreement dated January 6, 2011 with
the individual shareholders (who are Independent Third Parties) of Sichuan Dachuan Power
Co., Ltd. (IERIESARAF) and Sichuan Zhongneng Power Co., Ltd. (W) RE® 114 R F]).
Pursuant to this agreement, BEIH agreed to purchase and the individual shareholders agreed
to sell the entire equity interest in each of Sichuan Dachuan Power Co., Ltd. and Sichuan
Zhongneng Power Co., Ltd. As at the date of this agreement, these two power companies
owned 14 operating hydropower plants, with an installed capacity of 179.49MW in total, in
Sichuan Province where the Group also has hydropower business. The Directors were of the
view that these plants did not fit the acquisition criteria of the Company because of a wide
range of reasons, including but not limited to, low investment value due to the high purchase
price and permits and approval requirements such as title certificates for land, project
approval, water intake permit and environmental approval. The Company expected that the
return of investment of these projects would not have exceeded 8%.

As at December 31, 2008, 2009 and 2010, the net assets of Sichuan Dachuan Power
Co., Lid. (unaudited) were RMB279.1 million, RMB331.9 million and RMB473.0 million,
respectively. The net profit of Sichuan Dachuan Power Co., Ltd. (unaudited) in 2008, 2009
and 2010 were RMB88.8 million, RMB143.3 million and RMB113.5 million, respectively.

As at December 31, 2008, 2009 and 2010, the net assets of Sichuan Zhongneng
Power Co., Ltd. (unaudited) were RMB257.2 million, RMB368.8 million and RMB381.0 million,
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respectively. The net profit of Sichuan Zhongneng Power Co., Ltd. (unaudited) in 2008, 2009
and 2010 were RMB58.3 million, RMB202.5 million and RMB96.6 million, respectively.

Due to the similar business nature and common customers, the Directors consider that
after the completion of the acquisition, there may be potential competition between BEIH’s
hydropower business and that of the Group. However, the competition is not extreme for the
following reasons:

® as advised by our PRC legal advisor, pursuant to the Administrative Measures
regarding Full Off-take of Renewable Energy by Grid Companies
CFEAE A 2E U T PR AR REVR =5 B LA HZD, the grid company of Sichuan Province is
required to purchase the full amount of on-grid electricity generated by our
hydropower plants within the coverage of its grid;

e the grid company of Sichuan Province sells electricity to other provinces as well as
end users in Sichuan Province and therefore, there is no grid congestion issue in
Sichuan Province due to excessive demand; and

o the PRC government regulates the on-grid tariff for hydropower plants.

Biomass Business Retained by BEIH

BEIH directly holds and will continue to hold, after the Global Offering, a 40% equity
interest in Guodian Tangyuan and a 60% equity interest in Shandong Jingneng Energy.
Guodian Tangyuan and Shandong Jingneng Energy are engaged in biomass power business.
However, as of the Latest Practicable Date, none of our power plants was located in
Heilongjiang Province or Shandong Province. Guodian Tangyuan and Shandong Jingneng
Energy can only sell electricity to their respective provincial grid companies which are
different from the Company’s customers. As the Company does not share any common
customers with Guodian Tangyuan and Shandong Jingneng Energy, our Directors are of the
view that the business of Guodian Tangyuan and Shandong Jingneng Energy does not
compete with ours.

During the Track Record Period, the net assets of Guodian Tangyuan (unaudited) were
RMB46.6 million, RMB39.7 million and RMB5.4 million, respectively. Guodian Tangyuan’s net
loss in 2008, 2009 and 2010 (unaudited) were RMB2.2 million, RMB6.9 million and RMB34.3
million, respectively.

During the Track Record Period, the net assets/(liabilities) of Shandong Jingneng
Energy were RMB43.9 million, RMB34.3 million and RMB(2.9) million, respectively. The net
loss of Shandong Jingneng Energy during the same period were RMB6.1 million, RMB9.6
million and RMB37.2 million, respectively.

The losses related to Guodian Tangyuan and Shandong Jingneng Energy had been
consolidated in the Group’s accounts during the Track Record Period. The Company
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disposed its interests in Guodian Tangyuan and Shandong Jingneng Energy because these
two companies were loss making.

BEIH’s Coal-fired Business

BEIH is also engaged in coal-fired power business, mainly through Beijing Jingneng
International.

Beijing Jingneng International is directly owned as to 80% by BEIH and as to 20% by
the Company.

Coal-fired Business Held by Beijing Jingneng International

Beijing Jingneng International is engaged in coal-fired power business. The table
below sets out the coal-fired power plants of Beijing Jingneng International as at
December 31, 2010:

Number of Total
Power Installed
Geographic Location Plants Capacity
(mw)

Projects held by Subsidiaries
In Operation
Inner Mongolia . .. ... . 1 1,200.00
Under Construction
NINGXIa . . . oo e 1 1,320.00
Inner Mongolia . .. ... . 1 1,200.00

Projects held by Non-subsidiaries
In Operation

Inner Mongolia . .. ... . 5 6,930.00
BeijiNg .. 201 1,725.00
Shanxi ProvinCe ... ... .. 1 2,520.00
Hebei Province . ... ... . 1 1,300.00
Under Construction

Shanxi ProvinCe ... ... .. 1 600
Note:

(1) BEIH also has direct interest in one of the projects.
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Other Coal-fired Business Held by BEIH

In addition to the coal-fired business held by Beijing Jingneng International, the table
below sets out the other coal-fired power plants held by BEIH as at December 31, 2010:

Number of Total

Power Installed

Geographic Location Plants Capacity

(Mw)
Projects held by Subsidiaries
In Operation
BeijiNg .. 1 13101
Inner Mongolia . . ... . . 1 270
ShaNXi . . 1 1,800
Projects held by Non-subsidiaries
In Operation
Inner Mongolia . . ... . . 2 1,980

Note:
(1) Including a 36 MW capacity for back-up generators which are not in operation unless under emergency.

Although BEIH and the Group have certain common customers, our directors believe
that the competition between BEIH’s coal-fired business and the clean energy business of the
Group is not intense for the following reasons:

(i) according to the Renewable Energy Law and Administrative Measures
regarding Full Off-take of Renewable Energy by Grid Companies
CREA SR AT FHAE REVR W B B L), grid companies are required to provide
grid connection support, and purchase the full amount of electricity generated
from renewable energy projects that are located in the areas covered by the
grid company. In addition, the PRC government regulates the on-grid tariff for
wind farms; and

(i) the annual net power generation for each of our gas-fired power plants was
determined by the NDRC Beijing Branch with reference to the total installed
capacity of that plant as approved by the NDRC Beijing Branch prior to the
construction and therefore sufficient demand is ensured after the gas-fired power
plants commenced operation. In addition, most of the coal-fired power plants held
by BEIH are located outside Beijing and do not share common customers with our
gas-fired power plants.

For the years ended December 31, 2008, 2009 and 2010, the net assets of Beijing
Jingneng International were approximately RMB8,645.8 million, RMB9,671.1 million and
RMB9,023.2 million, respectively.

For the years ended December 31, 2008, 2009 and 2010, the net profit/(loss) of Beijing
Jingneng International were approximately RMB(16.3) million, RMB576.7 million and
RMB402.9 million, respectively.

DIRECTORS’ COMPETING INTERESTS

Other than certain directorships and/or positions held by some of our Directors in BEIH
which is further discussed below, the Directors have confirmed that they did not have any
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interests in any business which directly or indirectly competes or is likely to compete with our
business as at the Latest Practicable Date.

NON-COMPETITION AGREEMENT AND UNDERTAKINGS
Non-Competition

We entered into the Non-Competition Agreement with BEIH on June 13, 2011, under
which BEIH agreed not to, and to procure its subsidiaries (other than any listed subsidiary)
not to, compete with us in our gas-fired power and heat energy generation, wind power and
hydropower and other clean energy generation businesses (our “Core Business”) and
granted to us options for new business opportunities, options for acquisitions, and pre-
emptive rights.

BEIH has irrevocably undertaken in the Non-Competition Agreement that, other than
the Retained Business, during the term of the Non-Competition Agreement, it will not, and will
also procure its subsidiaries (other than any listed subsidiary) not to, in or outside of the PRC,
alone or with any other entity, in any form, directly or indirectly, engage in, participate in or
assist or support a third party to engage in or participate in any clean energy business that
competes, or is likely to compete, directly or indirectly with our Core Business.

The foregoing restrictions do not apply to the holding of securities in a company that
competes with our Core Business and whose securities are listed on any stock exchange,
provided that BEIH and/or its subsidiaries do not hold or control in aggregate the voting rights
in respect of 10% or more of the issued share capital of such company.

Options for New Business Opportunities

BEIH has undertaken in the Non-Competition Agreement that:

(i) during the term of the Non-Competition Agreement, if BEIH becomes aware of a
new clean energy business opportunity which competes, or may compete, directly
or indirectly with our Core Business, BEIH will notify us in writing immediately and
provide to us all information which is reasonably necessary for us to consider
whether or not to engage in such business opportunity (“Offer Notice”). BEIH is
also obliged to use its best efforts to procure that such opportunity is first offered
to us on terms that are fair and reasonable. We are entitled to decide whether or
not to take up such business opportunity within 30 days from receiving the Offer
Notice, subject to compliance with the applicable requirements under the Listing
Rules; and

(i) BEIH shall procure its subsidiaries (other than any listed subsidiary) to first offer to
us any new clean energy business opportunity which competes, or may compete
directly or indirectly with our Core Business.

If we decide not to take up the new business opportunity for any reason or do not
respond to BEIH and/or its subsidiaries within 30 days from receiving the Offer
Notice, BEIH or its subsidiaries may operate such new business opportunity at its
discretion.
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Our independent non-executive Directors will be responsible for reviewing, considering
and deciding whether or not to take up a new business opportunity referred to by BEIH and/or
its subsidiaries. When BEIH and/or its subsidiaries deliver to us the Offer Notice, we will
report to our independent non-executive Directors within seven days of receipt for their
consideration before reverting to BEIH and/or its subsidiaries within the 30 days period from
the date of receiving such Offer Notice. When considering whether or not to exercise the
options for new business opportunities, the independent non-executive Directors will form
their views based on a range of factors, including but not limited to, the power plants’ natural
resource condition, geological characteristics, construction and grid connection condition,
estimated profitability, investment value and permits and approval requirements.

Options for Acquisitions

In relation to:
(i) the Retained Business; and/or

(i) any new clean energy business opportunity of BEIH referred to in the Non-
Competition Agreement, which has been offered to, but has not been taken up by,
the Company and has been retained by BEIH or any of its subsidiaries, which
competes, or may lead to competition, directly or indirectly with our Core
Business,

BEIH has undertaken to grant us the option which is exercisable at any time during the
term of the Non-Competition Agreement, subject to applicable laws and regulations, to
purchase at one or more times any equity interest, assets or other interests which form part/or
all of the Retained Business or new business as described above, or to operate the Retained
Business and/or new businesses as described above by way of, including but not limited to,
management outsourcing, lease or subcontracting. However, if a third party has the
pre-emptive rights in accordance with applicable laws and regulations and/or a prior legally
binding document (including but not limited to articles of association and shareholders’
agreement), our options for acquisitions shall be subject to such third party rights. In this
case, BEIH will use its best efforts to procure the third party to waive its pre-emptive rights.

BEIH shall procure its subsidiaries (other than any listed subsidiary) to comply with the
option granted to us by BEIH above.

The consideration shall be determined following negotiation between the parties under
the fair and reasonable principle according to the valuation conducted by a third party
professional valuer and the mechanism and procedure provided by the applicable laws and
regulations.

Our independent non-executive Directors will be responsible for reviewing, considering
and deciding whether or not to exercise the options for acquisitions. When considering
whether or not to exercise the option for acquisitions, the independent non-executive
Directors will form their views based on a range of factors, including but not limited to, the
power plants’ natural resource condition, geological characteristics, construction and grid
connection condition, estimated profitability, investment value and permits and approval
requirements.
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Pre-emptive Rights

BEIH has undertaken that, during the term of the Non-Competition Agreement, if it
intends to transfer, sell, lease or license or otherwise transfer or permit to use any of the
following interests to a third party:

(i) BEIH’s Retained Business; and/or

(i) any new clean energy business opportunity of BEIH referred to in the
Non-Competition Agreement, which has been offered to, but has not been taken
up by, the Company and has been retained by BEIH or any of its subsidiaries,
which competes, or may lead to competition, directly or indirectly with our Core
Business.

BEIH shall notify us by written notice (“Selling Notice”) in advance. The Selling Notice
shall attach the terms of the transfer, sale, lease or license and any information which may be
reasonably required by the Company to make a decision. We shall reply to BEIH within 30
days after receiving the Selling Notice from BEIH. BEIH has undertaken that until it receives
the reply from the Company, it shall not notify any third party of the intention to transfer, sell,
lease or license the business. If the Company decides not to exercise the pre-emptive rights
or if the Company does not reply to BEIH within the agreed time period, BEIH is entitled to
transfer, sell, lease or license the business to a third party pursuant to the terms stipulated in
the Selling Notice.

BEIH shall procure its subsidiaries (other than any listed subsidiary) to comply with the
above pre-emptive rights.

Our independent non-executive Directors will be responsible for reviewing, considering
and deciding whether or not to exercise the pre-emptive rights. When BEIH and/or its
subsidiaries deliver to us the Selling Notice, we will report to our independent non-executive
Directors within seven days of receipt for their consideration before reverting to BEIH and/or
its subsidiaries within the 30 days period from the date of receiving such Selling Notice. When
considering whether or not to exercise the pre-emptive rights, the independent non-executive
Directors will form their views based on a range of factors, including but not limited to, the
power plants’ natural resource condition, geological characteristics, construction and grid
connection condition, estimated profitability, investment value and permits and approval
requirements.

BEIH’s Further Undertaking
BEIH has further undertaken that:

(i) Upon the request of our independent non-executive Directors, it will provide all
information necessary for our independent non-executive Directors to review BEIH
and its subsidiaries’ compliance with and enforcement of the Non-Competition
Agreement;

(ii) it agrees that we disclose the decision made by the independent non-executive
Directors related to the compliance with and enforcement of the Non-Competition
Agreement in our annual report, or by way of announcement; and
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(i) it will make a declaration to our Company and our independent non-executive
Directors annually regarding its compliance with the Non-Competition Agreement
for us to disclose in our annual report.

Our Company will also adopt the following procedures to make sure that the
undertakings under the Non-Competition Agreement are observed:

(i) we will provide to our independent non-executive Directors the Offer Notice and
Selling Notice (as the case may be) on the new business opportunity referred to
us by BEIH or pre-emptive rights within seven days of receipt;

(i) our independent non-executive Directors will report in our annual report (a) their
findings on the compliance by BEIH of the Non-Competition Agreement and (b)
any decision made pursuant to the options and preemptive right granted to the
Company and the basis of such decision; and

(iii) the Directors consider that the independent non-executive Directors have
sufficient experience in assessing whether or not to take up the new business
opportunities or exercise the pre-emptive rights. In any event, the independent
non-executive Directors may appoint financial advisor or professional expert to
provide advice, at the cost of the Company, in connection with the exercise or
non-exercise of the option or pre-emptive right under the Non-Competition
Agreement.

The Non-Competition Agreement will become effective upon Listing and remain in full
force and be terminated upon the earlier of:

() BEIH and its subsidiaries, directly and/or indirectly in aggregation, holding less
than 30% of our total issued share capital; or

(i) our H Shares no longer being listed on the Stock Exchange.

Our PRC legal advisor is of the view that the Non-Competition Agreement does not
violate the applicable PRC laws, and BEIH’s undertakings pursuant to the Non-Competition
Agreement are valid and binding obligations of BEIH under PRC law after the Non-
Competition Agreement takes effect and may be enforced by us in the courts of the PRC by
then.

Based on: (a) the undertaking by BEIH that it will give a priority support to our
development of the Core Business, (b) the legally binding obligations of BEIH as set out in the
Non-Competition Agreement and related grant of the options for new business opportunities
and acquisitions and the pre-emptive rights, and (c) the information-sharing and other
mechanisms in place as described above to monitor compliance by BEIH, the Directors are of
the view that the Company has taken all appropriate and practicable steps to ensure
compliance by BEIH with its obligations under the Non-Competition Agreement.

INDEPENDENCE FROM BEIH

Having considered the following factors, our Directors are satisfied that we can conduct
our business independently from BEIH and its associates after the Global Offering.
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Operational Independence

We are in possession of all production and operating facilities and technology relating
to our business. Currently, we engage in our core business independently, with the
independent right to make operational decisions and implement such decisions. We have
independent access to customers and suppliers and are not dependent on BEIH with respect
to supplies for our business operations. We have sufficient capital, equipment and employees
to operate our business independently from BEIH.

We have our own organizational structure with independent departments, each with
specific areas of responsibility. We also maintain a set of comprehensive internal control
procedures to facilitate the effective operation of our business. We have adopted protective
measures to ensure the enforceability of the Non-Competition Agreement between the
Company and BEIH. Please see the paragraph headed “Non-Competition Agreement and
Undertakings” in this section for details. The Company has also adopted a set of corporate
governance manuals, such as rules of the shareholders meeting, rules of the board meeting,
rules of the supervisory board and Rules on the conduct of connected transactions, which are
based on the relevant laws, rules and regulations.

The Group has entered into certain continuing connected transactions with BEIH
pursuant to which BEIH and/or it associates may provide services to the Group. However,
such services are readily available from Independent Third Parties. For instance, equipment
maintenance service can be provided by a number of other independent suppliers, including
the equipment manufacturers. In fact, maintenance for core machinery is provided by
equipment manufacturers. BEIH and/or its associates only provide maintenance for non-core
machinery. The consultancy and technical support service relating to operational safety can
be provided by many other independent suppliers, such as power design institutes. For the
operating services, we can employ in-house technicians who are not connected to BEIH.
Moreover, the Directors believe there is a fully competitive market for such services. Thus,
our Directors believe that the Company is able to find independent suppliers on similar terms
at ease.

Based on the above, the Directors are of the view that the Company operates
independently from BEIH.

Financial Independence

We have our own finance department responsible for discharging the treasury,
accounting, reporting, group credit and internal control functions of the Company independent
from BEIH.

We will have settled all amounts due to BEIH of non-trade nature and released all
guarantees provided to us by BEIH prior to the Listing.

The Directors are of the view that we are capable of obtaining financing from third
parties without relying on any guarantee or security provided by BEIH or other connected
persons. Therefore, we operate independently from BEIH from a financial perspective.
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Management Independence

Upon listing, our board of Directors will consist of 9 directors, 5 of whom are not
associated with BEIH. Of these 9 Directors, 3 are independent non-executive Directors and
5 are non-executive Directors. Set out below is a table summarizing the positions held by the
Directors at our Company and BEIH.

Position with BEIH as at the

Name of Directors Position with the Company Latest Practicable Date
LU Haijun
(EEEEE) ..o Chairman and Non-executive Chairman and director
Director
GUO Mingxing
(FEHIE) oo Non-executive Director Director and general manager
XU Jingfu
(Baefhy oo Non-executive Director Deputy general manager
LIU Guochen
BIRETE) ..o Non-executive Director Deputy general manager

Apart from the above, each of the Company and BEIH is managed by different
management personnel, and none of the other Directors or senior management holds any
position or has any roles or responsibility in BEIH or its associates.

None of our independent non-executive Directors has any relationship with BEIH.
Therefore, there are sufficient non-overlapping directors who are independent and have
relevant experience to allow the proper functioning of the Board.

We believe that the Directors and senior management are able to perform their roles in
the Company independently and the Company is capable of managing its business
independently of BEIH after the Listing for the following reasons:

the decision-making mechanism of the Board set out in the Articles of Association
includes provisions to avoid conflicts of interest by providing, among other things,
that in the event of conflict of interest, such as consideration of resolutions in
relation to transactions with BEIH, the relevant Director(s) who are connected with
BEIH shall abstain from voting and not be counted in the quorum. Further, when
considering connected transactions, the independent non-executive Directors will
review the relevant transactions;

all of our Directors who hold positions in BEIH are non-executive Directors. As
non-executive Directors, they are not involved in running the day-to-day business,
but rather are primarily responsible for strategy and planning matters; the
day-to-day operation of the Company is managed by our executive Director and
senior management who are all independent of BEIH and are our full-time
employees;

none of the Directors or the senior management has any shareholding interest in
BEIH;

each of our Directors is aware of his or her fiduciary duties as a Director which
requires, among others, that he or she acts for the benefit and in the best interests
of us;
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® we have appointed 3 independent non-executive Directors, comprising one-third of
our Board, to provide a balance of the number of interested and independent
Directors with a view to promoting the interests of the Company and our
Shareholders as a whole.

Based on the above, our Directors believe that the Company is capable of maintaining
management independence from BEIH.
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Pursuant to Chapter 14A of the Listing Rules, our Directors, Supervisors, substantial
shareholders and chief executive officer or those of our subsidiaries, any person who was our
Director or a director of our subsidiaries within 12 months preceding the Listing Date and any
of their respective associates will constitute a connected person. Upon the listing of our
Shares on the Stock Exchange, our transactions with such connected persons will constitute
connected transactions under Chapter 14A of the Listing Rules.

CONNECTED PERSONS

Following the Global Offering (whether or not the Over-allotment Option is exercised),

e BEIH will hold more than 10% of our share capital and hence remain as our
substantial shareholder;

® GD Power Development will hold more than 10% of the equity interest in
Taiyanggong Power, one of our subsidiaries, and hence remain as Taiyanggong
Power’s substantial shareholder; and

e BDHG will hold more than 10% of the equity interest in Jinggiao Power, one of our
subsidiaries, and hence remain as Jinggiao Power’s substantial shareholder.

Accordingly, the following transactions with BEIH, GD Power Development, BDHG or
their respective associates, which will continue after the listing of the H Shares on the Stock
Exchange, will constitute continuing connected transactions for us under Chapter 14A of the
Listing Rules.

AGREEMENTS RELATING TO THE REORGANIZATION
1. Reorganization Agreement

In connection with the Reorganization, we entered into the Reorganization Agreement
with BEIH on June 13, 2010. Pursuant to the Reorganization Agreement, BEIH has provided
various representations and warranties in relation to assets transferred to us under the
Reorganization. Further, BEIH has undertaken to indemnify us under certain circumstances.
See the section headed “Our History, Reorganization and Corporate Structure—
Reorganization” for further details regarding the terms of the Reorganization Agreement.

2. Non-Competition Agreement

As part of the Reorganization, we entered into the Non-Competition Agreement with
BEIH on June 13, 2011. Under this agreement, we were granted options for new business
opportunities, options for acquisitions and pre-emptive rights. See the section headed
“Relationship with  Our Controlling Shareholder—Non-Competition Agreement and
Undertakings” for further details of the Non-Competition Agreement.

Implication under the Listing Rules

Any transaction that might take place after the Global Offering pursuant to any
agreement or arrangement described in the section headed “Our History, Reorganization and
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Corporate Structure—Reorganization” would be made in the performance of the relevant
transaction already entered into before the Global Offering. Therefore, such transactions will
not constitute connected transactions or continuing connected transactions of the Company
under Chapter 14A of the Listing Rules. However, when we decide to exercise options for
new business opportunities, options for acquisitions and pre-emptive rights, provided for
under the Non-Competition Agreement, we shall comply with the requirements under
Chapter 14A of the Listing Rules.

EXEMPT CONTINUING CONNECTED TRANSACTIONS

Our Group has entered into the following agreements or transactions which will, upon
the completion of the Global Offering, constitute exempt continuing connected transactions of
our Company.

(A) Continuing connected transactions exempt under Rule 14A.33

The following transactions are made on normal commercial terms where each of the
relevant “percentage ratios” calculated for the purpose of Chapter 14A of the Listing Rules
will, as the Directors currently expect, not be more than 0.1% on an annual basis. By virtue of
Rule 14A.33(3)(a), the transactions are exempt from the reporting, announcement and
independent shareholders approval requirements under Chapter 14A of the Listing Rules.

1. Trademark Licensing Agreement

Parties: BEIH (as the licensor); and
The Company (as the licensee)

Principal terms: The Company entered into a trademark licensing agreement with
BEIH on May 23, 2011, pursuant to which, BEIH agreed to grant to the Group a non-exclusive
license to use certain trademarks of BEIH for nil consideration. For details of the licensed
trademarks, please refer to “Statutory and General Information—3. Further Information About
Our Business—B Our intellectual property rights” in Appendix IX.

The term of the trademark licensing agreement is ten years commencing from the date
of the agreement and will be automatically renewed for a further term of three years subject to
compliance with the Listing Rules, unless any party serves the other party a notice to
terminate the agreement at least three months prior to the expiry of this agreement.

Reasons for the transaction: As a major subsidiary of BEIH, the Company is the
main platform for BEIH to develop the clean energy business. As such, the Company will
continue to use certain trademarks of BEIH after the Global Offering.

Annual Caps: The Company will not be required to pay any amount to BEIH for the
use of the licensed trademarks for the years ending December 31, 2011, 2012 and 2013.
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2. Entrusted Loan Service Provided by BEIH
Parties: BEIH Finance, a subsidiary of BEIH

The Company

Principal terms: Pursuant to the framework financial service agreement dated July 6,
2010 as amended on December 29, 2010 and May 23, 2011, between BEIH Finance and the
Company, BEIH Finance agreed to provide entrusted loan service to the Group.

Service fees to be charged by BEIH shall not be higher than fees to be charged by
independent financial institutions which provide similar services on the same conditions.

The framework financial service agreement is for a term of three years.
Reasons for the transaction:

According to the General Provisions of Loan ((&#H1])) issued by PBOC, loans can
only be provided by authorized institutions holding relevant operational permits and
certificates and as approved by relevant authorities. Therefore, loans between our Group
companies should be made through financial institutions in the form of entrusted loans.

Historically, we have engaged BEIH Finance to provide entrusted loan service to our
Group.

In addition, the Group is expected to benefit from BEIH Finance’s understanding of the
Group’s operations which should render more expedient and efficient service provision than
the commercial banks in the PRC. The Company also holds a 2% equity interest in BEIH
Finance and accordingly, the Company will benefit from BEIH Finance’s profits.

Background information about BEIH Finance

BEIH Finance is a non-banking financial institution incorporated in the PRC pursuant to
the Administrative Measures on Finance Companies within Group Enterprises
(sl B A WA HERE)) and other relevant regulations promulgated by PBOC and CBRC.

The establishment of finance companies should be approved by CBRC and the
operation of finance companies are under the supervision of CBRC. Finance companies
should also comply with the administrative regulations with regard to interest rates issued by
CBRC when conducting their businesses.

As at the Latest Practicable Date, the business scope of BEIH Finance as set out in
BEIH Finance’s business license was: (i) providing financing consultancy, credits and related
consultancy, agency services; (ii) assisting group enterprises of BEIH in settlement; (iii)
insurance agency services; (iv) providing guarantee to group enterprises of BEIH; (v)
providing entrusted loan and entrusted investment services; (vi) providing bill acceptance and
discount services to group enterprises of BEIH; (vii) processing the settlement of internal
transfer of accounts and providing plan for relevant settlement and liquidation; (viii) providing
deposit services to group enterprises of BEIH; (ix) providing loan and financing leasing to
group enterprises of BEIH; (x) conducting inter-bank borrowing; (xi) underwriting the
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corporate notes issued by group enterprises; and (xii) making investments in negotiable
securities, which is limited to government bonds, bank bills of PBOC, financial bonds and
group enterprises bonds.

Historical figures: the historical figures of the commission for entrusted loan service
provided by BEIH Finance to the Group for the years ended December 31, 2008, 2009 and
2010 were approximately nil, RMB 14,096,000 and RMB2,421,000, respectively.

Annual Caps: The maximum aggregate annual amount of fees payable to BEIH
Finance for the years ending December 31, 2011, 2012 and 2013 shall not exceed the caps
set out below:

proposed annual cap

for the year ending
December 31,

2011 2012 2013
(RMB millions)
Totalfees payable .. ... ... .. 3.00 3.00 3.00

Basis of Caps: In determining the above annual caps, our Directors have considered
the historical figures, the control of financial risks in selecting providers of financial services,
business development plans and financial needs of the Group during the term of the
framework financial services agreement.

(B) Financial assistance exempt under Rule 14A.65

Our Group has entered into the following transaction which will, upon the completion of
the Global Offering, constitute financial assistance under Chapter 14A of the Listing Rules.
The transaction is made on normal commercial terms and no security over the assets of the
Group will be granted in respect of the financial assistance. By virtue of Rule 14A.65(4), the
transaction is a continuing connected transaction exempt from the reporting, announcement
and independent shareholders approval requirements under Chapter 14A of the Listing Rules.

1. Financial Assistance Provided by GD Power Development under The
Guarantee Agreement

Parties: GD Power Development (as the guarantor)
Taiyanggong Power (as the borrower)

R ERAT I A PR W] #8478 2658 (Beijing Branch of China CITIC Bank Corporation
Limited*) (as the lender)

Principal terms: Pursuant to a guarantee agreement dated April 8, 2008, GD Power
Development agreed to provide guarantee for the obligation of Taiyanggong Power in relation
to a loan in the amount of RMB130 million from Beijing Branch of China CITIC Bank
Corporation Limited. GD Power Development did not charge Tiayanggong Power any fees for
the guarantee provided. Taiyanggong Power agreed to repay the loan in four installments on
April 8, 2010, 2011, 2012 and 2013, respectively.
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Reasons for the transaction:

The transaction was to facilitate Taiyanggong Power obtaining funds from Beijing
Branch of China CITIC Bank Corporation Limited. The Directors (including the independent
non-executive Directors) believe that the terms of the guarantee agreement are fair and
reasonable and in the interests of the Company and the Shareholders as a whole.

Annual caps: As the guarantee is an exempt continuing connected transaction under
Rule 14A.65(4) of the Listing Rules, no cap would be required to be set in respect of the
provision of such guarantee by GD Power Development for the Group.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

(A) Continuing connected transactions which are subject to the reporting and
announcement requirements but exempt from the independent shareholders’ approval
requirement

Our Company has also entered into the following agreements or transactions which
will, upon the completion of the Global Offering, constitute continuing connected transactions
exempt from the independent shareholders’ approval requirement pursuant to Rule 14A.34 of
the Listing Rules. These transactions include:

1. Framework Property Lease Agreement

Parties: BEIH (as the lessor)
The Company (as the lessee)

Principal Terms: In the ordinary course of business, we entered into a framework
property lease agreement dated May 23, 2011 with BEIH, according to which the Group may
rent properties from BEIH and/or its associates.

The term of the framework property lease agreement is twenty years commencing on
the Listing Date. Relevant subsidiaries or associated companies of both parties will enter into
separate contracts which shall set out the specific terms and conditions according to the
principles provided in the framework agreement.

Pricing policy: Under the framework property lease agreement, the rent shall be
agreed following arm’s length negotiations between the relevant parties with reference to the
prevailing market rates.

Existing leases: Jingfeng Power entered into a one year lease agreement with
Jingfeng Thermal Power on December 20, 2010. Pursuant to such agreement, Jingfeng
Thermal Power agreed to lease certain properties, which are located at No.15 Yungang West
Road, Fengtai District, Beijing, with a total area of approximately 12,630 sq.m. to Jingfeng
Power. Such properties are used as Jingfeng Power’s office premises and for providing
logistic services. The annual rent to be paid by Jingfeng Power to Jingfeng Thermal Power is
RMB8,065,223.

Beijing Huafu Energy entered into a one year lease agreement with BEIH on June 30,
2010, pursuant to which BEIH agreed to lease certain properties, which are located at No.16
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Yonganli, Chaoyang District, Beijing, with a total area of approximately 26.04 sq.m. to Beijing
Huafu Energy. Such properties are used as offices of Beijing Huafu Energy. The annual rent
to be paid by Beijing Huafu Energy to BEIH is RMB50,000.

Reasons for the transaction: Jingfeng Power has started to use the premises of
Jingfeng Thermal Power since 2008 and Beijing Huafu Energy has started to use BEIH’s
premises since 2009. In addition, relocating to different office premises will cause
unnecessary disruptions to our operation and incur unnecessary costs.

Our Directors and the Joint Sponsors are of the view that the long term nature of the
property lease agreement enables the Group to secure a location for its business operation at
a fair market price and to prevent unnecessary cost, effort, time and interruption of business
caused by relocation in the case of short term leases.

As such, the Directors (including the independent non-executive Directors) and the
Joint Sponsors are of the view that a lease term of 20 years is appropriate for the framework
property lease agreement and that is normal business practice for lease agreements of this
type to be of such duration.

Jones Lang LaSalle Sallmanns Limited, an independent property valuer, has confirmed
that the terms and conditions with respect to the rentals of the leases (i) are fair and reasonable
to the parties thereto; and (ii) reflect prevailing market conditions in the PRC. In addition, the
proposed annual rentals under the existing property leases are comparable to the prevailing
market rates for similar premises in the vicinity of the relevant properties and are fair and
reasonable.

Historical figures: The historical figures of the rental paid to BEIH and Jingfeng
Thermal Power for the years ended December 31, 2008, 2009 and 2010 were approximately
RMB3,593,000, RMB8,090,000 and RMB8,115,000, respectively.

Annual Caps: The maximum aggregate annual amount of rentals payable to BEIH
and its associates for the years ending December 31, 2011, 2012 and 2013 shall not exceed
the caps set out below:

proposed annual cap for
the year ending December 31,

2011 2012 2013
(RMB millions)
Total payablerentals ........ ... ... . . 10.00 12.00 14.00

Basis of Caps: In determining the above annual caps, our Directors have considered
the rentals to be paid for the existing leases, the potential rise in rent for premises in the
vicinity of the relevant properties and the recent development of the property market in
Beijing. The potential increase in annual caps only relates to the potential increase in the
rental for the properties that Jingfeng Power rent from Jingfeng Thermal Power with a total
area of 12,630 sq.m.
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2. Framework Equipment Maintenance Agreement
Parties: BEIH
The Company

Principal terms: In the ordinary course of business, we entered into a framework
equipment maintenance agreement dated May 23, 2011 with BEIH, pursuant to which BEIH
and/or its associates may provide equipment maintenance services to the Group.

The framework equipment maintenance agreement is for a term of three years
commencing on the Listing Date.

Pricing policy: Under the framework equipment maintenance agreement, the
maintenance fees shall be agreed following arm’s length negotiations between the relevant
parties with reference to the prevailing market rates.

Reasons for the transaction: Our Group is required to conduct maintenance for our
gas-fired power equipments to comply with relevant PRC laws and regulations. During the
ordinary course of business, we conduct routine maintenance, regular inspections and repairs
for our gas-fired power equipments. As BEIH and/or its associates have extensive experience
in our industry and are familiar with the equipments, our Directors consider that the
maintenance requirement of our Group could be better satisfied by entering into such
agreement with BEIH and/or its associates.

The equipment maintenance services are provided by BEIH and/or its associates to
our gas-fired power companies. Historically, we have engaged BIEE and Jingfeng Thermal
Power to provide equipment maintenance services to Taiyanggong Power since 2009. Our
Group has decided to engage BIEE to provide the maintenance services to Jingfeng Power
since 2011. The equipment maintenance service provided by BEIH and/or its associates only
covers non-core machinery while the maintenance of core machinery is being performed by
manufacturers, who are Independent Third Parties.

Historical figures: The historical figures of the maintenance fees paid to BEIH and its
associates for the years ended December 31, 2008, 2009 and 2010 were approximately nil,
RMB11,389,000 and RMB13,989,000, respectively. The amount of fees increased from 2009
to 2010 because the Company did not engage Jingfeng Thermal Power to provide equipment
maintenance service to Taiyanggong Power until July 2009. The equipment maintenance
service fees paid to Jingfeng Thermal Power for the second half of 2009 were approximately
RMB5.56 million. The equipment maintenance service fees paid to Jingfeng Thermal Power
for 2010 were approximately RMB8.44 million.
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Annual Caps: The maximum aggregate annual amount of maintenance fees payable
to BEIH and/or its associates for the years ending December 31, 2011, 2012 and 2013 shall
not exceed the caps set out below:

proposed annual cap for
the year ending December 31,

2011 2012 2013
(RMB millions)
Total payable maintenancefees ........... ... .. ... .. .. .. ... 29.00 25.00 25.00

Basis of Caps: In determining the above annual caps, our Directors have considered
the historical figures and our future demand for such maintenance services. The increase in
the annual caps are primarily due to maintenance fees to be paid by Jingfeng Power to BIEE,
which are estimated to be RMB10,000,000 in each of 2011, 2012 and 2013. The maintenance
fees that Jingfeng Power incurred in 2010 was approximately RMB12,660,000, which is in line
with the annual caps proposed for Jingfeng Power. Taiyanggong Power will conduct major
overhaul to its equipments in 2011, which is expected to incur additional fees of
approximately RMB5,000,000.

3. Framework Electricity Sale and Purchase Agreement
Parties: BEIH

The Company

Principal terms: In the ordinary course of business, we entered into a framework
electricity sale and purchase agreement dated May 23, 2011 with BEIH, pursuant to which
BEIH and/or its associates may from time to time purchase electricity from the Group.

The framework electricity sale and purchase agreement is for a term of three years
commencing on the Listing Date.

Pricing policy: Under the framework electricity sale and purchase agreement, the
purchase price shall be the same as or higher than the state-prescribed price.

Reasons for the transaction: The Company’s subsidiary, Jingfeng Power has
entered into a property lease agreement with Jingfeng Thermal Power. As a result, the two
companies’ offices are in the same building with the two companies’ factories located near
each other. As Jingfeng Thermal Power is in the process of closing its electricity generation
business and dismantling its equipments, and thus has stopped generating power itself, it has
started to purchase electricity from Jingfeng Power since January 2010. It is expected that
Jingfeng Thermal Power will completely dismantle its equipments in mid 2012, after which,
the Jingfeng Thermal Power will continue to purchase electricity from Jingfeng Power for the
purpose of follow-up work after dismantling as well as for its daily administrative use.

Historical figures: The historical figures of the amount paid by BEIH and/or its
associates for the years ended December 31, 2008, 2009 and 2010 were approximately nil,
nil and RMB13,552,000, respectively.
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Annual Caps: The maximum aggregate annual amount payable by BEIH and/or its
associates for the years ending December 31, 2011, 2012 and 2013 shall not exceed the
caps set out below:

proposed annual cap
for the year ending December 31,

2011 2012 2013
(RMB millions)
Total payable amount . ...... ... ... .. .. .. 23.00 15.00 13.00

Basis of Caps: In determining the above annual caps, our Directors have considered
(i) the historical figures; (ii) the timetable for Jingfeng Thermal Power to dismantle its
generation plant, which is estimated to be completed in mid 2012; (iii) Jingfeng Thermal
Power's demand for electricity for daily administrative uses and for its follow-up work after
dismantlement; (iv) the actual electricity consumption in the first quarter of 2011; and
(v) potential rise in electricity price. Jingfeng Thermal Power’s actual electricity consumption
volume in 2010 was approximately 12,907kWh while the Company and Jingfeng Thermal
Power expect that the electricity consumption volume in 2011 would be approximately
21,770kWh. The increase is mainly because that most of the dismantling work will be
conducted in 2011.

4. Framework Services Agreement
Parties: BEIH

The Company

Principal terms: In the ordinary course of business, we entered into a framework
services agreement dated May 23, 2011 with BEIH, pursuant to which BEIH and/or its
associates may from time to time provide various services to the Group. These services may
include (i) landscaping services, including arranging flowers, plants and garden ornaments;
(i) property management services, including cleaning, security and catering services;
(iii) consultancy and technical support regarding operational safety; (iv) conference services;
and (v) bidding agency services and project management services.

The framework services agreement is for a term of three years commencing on the
Listing Date.

Pricing policy: Under the framework services agreement, the service fees shall be
agreed based on the following pricing policy:

(1) the bidding price where the bidding process is applicable;

(2) where no bidding process is involved, the price to be agreed following arm’s length
negotiations between the relevant parties with reference to government guided-
price; or

(3) where no government guided-price is involved, the price to be agreed following
arm’s length negotiations between the relevant parties with reference to the
prevailing market rates.
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Reasons for the transaction:

(i) Our Group places great emphasis on the working environment of our employees. By
receiving landscaping services, we could provide better working environment for our
employees. (ii) As Jingneng Electricity Logistic Services Co., Ltd. (®iEENKERBEARAF), a
subsidiary of BEIH, is engaged in providing property management services and has been
providing property management services to our Group since 2010, it is unnecessary for the
Group to engage third parties to provide the same services. (iii) Our consolidated installed
capacity has experienced rapid increase from 2009 to 2010. Our wind farms as well as other
electricity generation equipments are located in different areas of China which requires our
employees to possess relevant knowledge and expertise in order for us to operate safely and
efficiently. As BEIH and its associates have extensive experience in our industry and greater
access to industrial information, consulting with, and receiving trainings from BEIH and/or its
associates can help our Company easily access useful market information and provide better
training to our employees. Such services have been provided to the Group for all the
electricity generation segments since 2010. (iv) As BEIH and/or its associates has conference
centers in certain locations where we operate and their service charge is competitive, our
Directors believe it is in the interest of the Company to receive such services from BEIH and/
or its associates. (v) As BIEE is engaged in providing bidding agency and project
management services and has been the tendering platform of our Company, it will also
provide bidding agency and project management services to our Company in this role.

Historical figures: The historical figures of the service fees paid to BEIH and/or its
associates for the years ended December 31, 2008, 2009 and 2010 were approximately
RMB320,000, RMB373,000 and RMB27,200,000, respectively.

Historical figures

Type of service for the year ended December 31,
- 2008 2009 2010
(RMB)
LandsCaping . . ..o i e 0 0 1,207,543M
Property management ........... .. .. 0 0 1,237,170@
Consultancy and technical support regarding operation safety . ... .. 0 0 28,600,1001)
Conference ServiCe . ... e 320,421 373,347 1,155,205*)
Biddingagency . ....... . 0 0 0®)
Project management . ........ . ... 0 0 0®)
Total ... . 320,421 373,347 27,200,018
Notes:

(1) The Group did not start receiving landscaping service from BEIH and/or its associates until 2010. Before 2010, such service
was provided by Independent Third Parties. As BEIH and/or its associates are engaged in providing landscaping service and
their service charge is competitive, the Group has engaged BEIH and/or its associates to provide landscaping service since
2010.

(2) The Company relocated its office in late 2010 and has engaged Jingneng Electricity Logistic Services Co., Lid., a
professional property management company, to provide relevant service to the Company since the relocation. The service
fees paid to Jingneng Electricity Logistic Services Co., Ltd. for the last four months of 2010 were approximately
RMB1,237,170.

(3) The Group did not start receiving consultancy and technical support services from BEIH until 2010 because the Group’s
Reorganization was completed in 2010. Before the Reorganization, the clean energy power generation businesses were
operated by BEIH and/or its associates. Please see the section headed “Our History, Reorganization and Corporate
Structure—Reorganization” for details of the Reorganization.

(4) The amount of service fees increased from 2009 to 2010 because the Company and Taiyanggong Power started to receive
conference services from BEIH and/or its associates in 2010. The service fees paid by the Company to BEIH and/or its
associates for the last four months of 2010 were approximately RMB285,205. The service fees paid by Taiyanggong Power
to BEIH and/or its associates in 2010 were approximately RMB870,000.
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(5) We have engaged BEIH and/or its associates to provide bidding agency and project management services to our Group
since 2010. In 2010, such services, together with equipment procurement and project construction services, were provided
to us according to project contracting agreements. Accordingly, the fees we paid to BEIH and/or its associates for bidding
agency and project management services in 2010 were included in the historical figures of the framework project contracting
agreement. As the fees paid to BEIH and/or its associates for the purchase and installation of equipments and construction
of projects under the project contracting agreements will eventually be paid to Independent Third Party providers, our Group
has decided to enter into agreements for the purchase and installation of equipments and construction of projects with
Independent Third Party providers directly when developing our projects in the future.

Annual Caps: The maximum aggregate annual amount of service fees payable to
BEIH and/or its associates for the years ending December 31, 2011, 2012 and 2013 shall not
exceed the caps set out below:

proposed annual cap
for the year ending December 31,

2011 2012 2013
(RMB millions)
Total servicefeespayable . ........ ... . . 80.00 89.00 87.00

The Directors expect that the annual amount of service fees for each type of services
shall not exceed the caps set out below.

Annual caps
Type of service for the year ending December 31,
2011 2012 2013
(RMB)

Landscaping . .. ..ot 1,317,921 1,381,317 1,447,882
Property management . ...... ... ... . . i 9,100,000 10,000,000 11,100,000
Consultancy and technical support regarding operation

safety . ... 26,884,000 31,889,500 40,223,5000)
Conference ServiCe ... 2,210,0004 2,450,000 2,720,000
Biddingagency . ... ... 20,000,000 24,000,000 21,000,0006)
Project management ...... ... ... .. ... 20,400,000 18,400,000 10,400,000)
Total ... ... 79,911,921 88,120,817 86,891,382
Notes:

(1) The increase reflects an annual increase of 5% of the service fees over the preceding year in anticipation of the inflation.

(2) The amount of service fees increases from 2010 to 2011 because New Energy and Taiyanggong Power have engaged
Jingneng Electricity Logistic Services Co., Ltd. to provide property management service since 2011. New Energy relocated
its office in early 2011 and its business place is now in the same building as the Company and Taiyanggong Power. (i) The
Company estimates that service fees to be paid to BEIH and/or its associates in 2011 would be approximately
RMB4,500,000 while service fees paid to BEIH and/or its associates for the last four months of 2010 were approximately
RMB1,237,170. The service fees are determined based on the scope of service involved after arm’s length negotiations
between the Company and Jingneng Electricity Logistic Services Co., Ltd. The Company expects that the service fees will
increase in 2011 after its listing as the Company will conduct more business activities and incur more fees on catering
service. (i) New Energy estimates that service fees to be paid to BEIH and/or its associates in 2011 would be approximately
RMB1,600,000 while the service fees paid to Independent Third Parties for the three years ended December 31, 2008, 2009
and 2010 were approximately RMB1,010,242, RMB1,395,256 and RMB927,473. The decrease from 2009 to 2010 was
because New Energy relocated its office and rented its office from Jinggiao Power in September 2009. Jinggiao Power did
not charge property management fees from New Energy separately apart from the rent. Before September 2009, New
Energy had rented its office from Independent Third Parties. As New Energy relocated its office in early 2011 and the floor
area is larger, New Energy expects the service fees to be paid to BEIH and/or its associates would increase compared to
the service fees paid to Independent Third Parties during the Track Record Period. (iii) Taiyanggong Power estimates that
the service fees to be paid to BEIH and/or its associates in 2011 would be approximately RMB3,000,000 while the service
fees paid to Independent Third Parties for the three years ended December 31, 2008, 2009 and 2010 were approximately
RMB1,372,547, RMB2,033,089 and RMB2,862,836.

(3) The increase is primarily due to the expected increase in the consolidated installed capacity of the Group. The Company
expects to have a total of 2,654.55MW and 4,684.34MW of consolidated installed capacity by the end of 2011 and 2012,
respectively. The services fees are calculated by multiplying installed capacity with service fee rates. The service fee rates
are determined after arm’s length negotiation between relevant parties with reference to the business segments as well as
the installed capacity of the Company and each subsidiary.
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(4)

The amount of service fees increases from 2010 to 2011 because (i) the Company estimates that service fees to be paid to
BEIH and/or its associates in 2011 would be approximately RMB800,000 while the service fees paid to BEIH and/or its
associates for the last four months of 2010 were RMB285,205; (ii) Taiyanggang Power estimates that service fees to be paid
to BEIH and/or its associates in 2011 would be approximately RMB960,000 while the service fees paid to BEIH and/or its
associates in 2010 were RMB870,000; and (iii) Jingfeng Power has engaged BEIH and/or its associates to provide
conference service since 2007 and received such service from BEIH and/or its associates in 2008 and 2009. Jingfeng
Power did not receive conference service from BEIH and/or its associates in 2010. However, Jingfeng Power estimates that
it will continue to receive conference service from BEIH and/or its associates in 2011 and the service fees to be paid to BEIH
and/or its associates in 2011 are estimated to be approximately RMB450,000.

The bidding agency service fees are determined after arm’s length negotiation between relevant parties in accordance with
the Provisional Administrative Measures on the Fees for Bidding Agency Service (CHREEACEIIRTS 12 4 B AT HFIE)) issued
by NDRC, which provides for the standard service fees. The standard service fees are calculated by applying progressive
fixed rate with reference to the successful bidding price. The bidding agency service fees paid to BEIH and/or its associates
shall not be higher than the standard service fees as set out in the Provisional Administrative Measures on the Fees for
Bidding Agency Service. The bidding agency service is to be provided to the Company in relation to 3 wind power projects,
one gas-fired power project and one solar power project as well as to New Energy in relation to the wind power projects
which the Company and New Energy expect to develop, respectively. The total capital expenditure of the projects for which
the Company expects to engage BEIH and/or its associates to provide bidding agency service is approximately RMB4,260
million, and the total capital expenditure of the wind power projects for which New Energy expects to engage BEIH and/or its
associates to provide bidding agency service is approximately RMB9,600 million. The Group expects that the capital
expenditure for the projects for which the Group expects to engage BEIH and/or its associates to provide bidding agency
service in 2011, 2012 and 2013 would be approximately RMB4,360 million, RMB5,100 million and RMB4,400 million,
respectively. Given the capital expenditure expected, the applicable progressive fixed rate ranges from 0.05% to 1.5%.
Based on the above, the Group expects that service fees for bidding agency service to be paid to BEIH and/or its associates
for the three years ended December 31, 2011, 2012 and 2013 are approximately RMB20,000,000, RMB24,000,000 and
RMB21,000,000, respectively.

The project management service fees are determined after arm’s length negotiation between relevant parties with reference
to reasonable costs incurred in providing the project management services. The reasonable costs mainly includes the salary
to be paid to the technicians as well as the administrative and living expenses incurred when providing the service. The
project management service is to be provided to Jinggiao Power in relation to Jinggiao Power Plant Phase Il and to New
Energy in relation to the wind power projects which New Energy expects to develop.

Jinggiao Power expects that service fees to be paid to BEIH and/or its associates in 2011 would be approximately
RMB10,000,000. Jinggiao Power expects that BEIH and/or its associates will engage around 27 technicians to provide the
project management service in Beijing in relation to Jinggiao Power Plant Phase Il. For each technician, the annual base
salary would be approximately RMB130,000 to RMB160,000, the pension insurance, unemployment insurance, medical
insurance, housing fund and membership fees for labor union would be approximately RMB89,700 and the administrative
and living expenses, including travelling and accommodation expenses, would be approximately RMB121,000. The Jinggiao
Power Plant Phase Il is expected to be completed by September 2012.

New Energy expects that service fees to be paid to BEIH and/or its associates in 2011 would be approximately
RMB10,400,000. New Energy expects that BEIH and/or its associates will engage around 6 technicians for each of the
8 wind power projects it expects to develop in 2011 and such services will be provided in Inner Mongolia and Ningxia. For
each technician, the annual base salary would be approximately RMB70,000 to RMB100,000, the pension insurance,
unemployment insurance, medical insurance, housing fund and membership fees for labor union would be approximately
RMB46,000 and the administrative and living expenses, including travelling and accommodation expenses, would be
approximately RMB98,000.

Basis of Caps: In determining the above annual caps, our Directors have considered

the historical figures and our future demand for such services.

5. Framework Operating Agreement

Parties: BEIH

The Company

Principal terms: In the ordinary course of business, we entered into a framework

operating agreement dated May 23, 2011 with BEIH, pursuant to which the Group may from
time to time engage BEIH and/or its associates to operate the power and/or heating
equipment for the Group.

The framework operating agreement is for a term of three years commencing on the

Listing Date.
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Pricing policy: Under the framework operating agreement, the operating fees shall be
agreed following arm’s length negotiations between the relevant parties which shall be
reasonable costs incurred in providing the operating services plus reasonable profits. The
profits amount to approximately 6% to 7% of the costs, which is determined according to the
profit margin as set out in the Budget Compilation and Calculation Standard in Electric Power
Plant Construction Plants issued by NDRC.

Reasons for the transaction: The framework operating agreement was entered into
for the operation of the Sanlian Power’s hydropower plant and Jinggiao Power’s gas-fired
heat generation plant which requires relevant expertise and experience, as well as
manpower. Beijing Jingxi Electricity Generation Co., Ltd. (AtaiatP#EAREEAF), a wholly
owned subsidiary of BEIH, is engaged in electricity equipment operating, maintenance and
repair businesses and thus its employees possess relevant expertise and experience in
electricity equipment operating and has spare manpower after it stopped conducting the
power generation business. In addition, Beijing Jingxi Electricity Generation Co, Ltd. has been
providing equipment operating services to Heishui Sanlian—Zhawo Grade | Hydropower
Plant and Jinggiao Power Plant since their respective commencement date of operation. Our
Directors believe it is in the interest of the Company to take advantage of the experience
possessed by the employees of Beijing Jingxi Electricity Generation Co., Ltd.

Historical figures: The historical figures of the fees paid to BEIH and/or its associates
for the years ended December 31, 2008, 2009 and 2010 were approximately RMB955,000,
RMB1,419,000 and RMB1,544,000, respectively.

Annual Caps: The maximum aggregate annual amount of fees payable to BEIH and/
or its associates for the years ending December 31, 2011, 2012 and 2013 shall not exceed
the caps set out below:

proposed annual cap for
the year ending December 31,

2011 2012 2013
(RMB millions)
Total payableamount . ...... ... .. ... ... . 2.00 4.00 8.00

Basis of Caps: In determining the above annual caps, our Directors have considered
(i) the historical figures, (ii) the expected increase in consolidated installed capacity and the
number of power plants which are expected to be put into operation and (iii) the potential rise
in future market price for the service to be provided. As at December 31, 2010, the installed
capacity of our Sanlian Power was 6.4MW and the capacity under construction of Sanlian
Power was 44.4MW, which is expected to commence operation in late 2011 or 2012. Jinggiao
Power Plant Phase Il with a capacity under construction of 838.20MW is expected to be
completed by September 2012.

6. Framework Equipment Operating and Maintenance Agreement
Parties: BEIH
The Company

Principal terms: In the ordinary course of business, we entered into a framework
equipment operating and maintenance agreement dated May 23, 2011 with BEIH, pursuant to
which we may provide equipment operating and maintenance services to BEIH and/or its
associates.
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The framework equipment operating and maintenance agreement is for a term of three
years commencing on the Listing Date.

Pricing policy: Under the framework operating and equipment maintenance
agreement, the maintenance fees shall be agreed following arm’s length negotiations
between the relevant parties with reference to the prevailing market rates.

Reasons for the transaction: The equipment operating and maintenance services
are provided by Jingfeng Power to Jingfeng Thermal Power and Inner Mongolia Daihai
Electricity Generation Co., Ltd., a subsidiary of Beijing Jingneng International.

® As Jingfeng Thermal Power is in the process of closing its electricity generation
business and dismantling its power generation equipments, it has engaged
Jingfeng Power to provide operating and maintenance services to its power
transmission and transformation equipments and pump house. The transmission
and transformation equipments are used for transmitting and transforming high-
voltage electricity into low-voltage electricity before connecting to electric
equipments. The pump house is used for a variety of infrastructure systems to
pump fluids from one place to another.

® Inner Mongolia Daihai Electricity Generation Co., Ltd. is engaged in coal-fired
power business and its equipments are subject to inspection and maintenance. As
Jingfeng Power’s technicians process equipment operating and maintenance
expertise, and are experienced in providing such services, Inner Mongolia Daihai
Electricity Generation Co., Ltd. has entered into a letter of intent with Jingfeng
Power to engage Jingfeng Power to provide such services since 2011 with the
service fees of RMB35 million.

Historical figures: As the Company only starts providing equipment operating and
maintenance services to BEIH and/or its associates since 2011, the historical figures of the
operating and maintenance fees paid by BEIH and its associates for the years ended
December 31, 2008, 2009 and 2010 were nil, nil and nil, respectively.

Annual Caps: The maximum aggregate annual amount of operating and maintenance
fees payable by BEIH and/or its associates for the years ending December 31, 2011, 2012
and 2013 shall not exceed the caps set out below:

proposed annual cap for
the year ending December 31,

2011 2012 2013
(RMB millions)
Total payable fees .. ... . . 37.00 37.00 37.00

Basis of Caps: In determining the above annual caps, our Directors have considered
(i) the scope of the services involved; and (ii) BEIH and/or its associates’ future demand for
the services.

235



CONNECTED TRANSACTIONS

(B) Continuing connected transactions which are subject to the reporting,
announcement and independent shareholders’ approval requirement

1. Project Contracting Agreements
Parties: BIEE, a subsidiary of BEIH

New Energy

Principal terms: In the ordinary course of business, we entered into four project
contracting agreements in 2010 with BIEE, pursuant to which BIEE agreed to (i) procure
equipment required for the construction and operation of wind farms, such as wind turbine
and wind tower, as well as provide technical guidance for installation, configuration,
performance test of the equipment; (ii) construct wind power projects, including the
construction and installation of power generation, substation, communication and
transportation equipment as well as construction of properties required for wind farm
operation, and (iii) manage the project construction process.

The project contracting agreements are for a term from their respective signing dates
to the completion of the construction and delivery of the projects, fulfilling warranty obligations
as well as settling all outstanding balances.

Pricing policy: Under the project contracting agreements, the fees were agreed
following arm’s length negotiations between the relevant parties with reference to the
prevailing market rates.

Existing project contracting agreements: The existing project contracting
agreements between New Energy and BIEE cover the following projects which were under
construction as at December 31, 2010:

Consideration of Historical figures
Project name agreement in 2010
(RMB) (RMB)
Balinyou Wind Farm Phase | .......... ... ... .. .. .. .. ..... 401,448,100.00 247,003,562.51
Ningxia Taiyangshan Wind Farm Phase | .................... 382,188,200.00 245,378,250.00
Chifenggigan Wind Farm Phase | .......................... 421,230,800.00 12,439,677.55
Xinganmeng Keyouzhongqi Wind Farm Phase | .............. 404,056,600.00 240,752,197.02
Intotal . ... ... .. .. . 1,608,923,700.00 745,573,687.08

Reasons for the transaction: The project contracting agreements were entered into
for the procurement and installation of equipments for our power plants. BIEE has been the
centralized procurement and tendering platform for a number of wind farms developed and
operated by New Energy since April 2010. Our Directors consider that it is more cost efficient
for our Group to enter into such agreements, because (i) our wind power projects under
construction or for future development are located in different areas of China and the
construction requires great expenditures of time and resources, both manpower and
technology; (ii) the procurement process requires specialized technicians; (iii) procuring the
equipments in a centralized way could help us obtain more favorable terms as suppliers
would generally offer better price to customers with large orders; and (iv) BIEE has extensive
knowledge and experience in tendering business.
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Historical figures: As our Group did not start to construct our wind farm through
project contracting until 2010, the historical figures of the fees paid to BEIH and/or its
associates for the years ended December 31, 2008, 2009 and 2010 were approximately nil,
nil and RMB745,574,000, respectively.

Annual Caps: The maximum aggregate annual amount of fees payable to BEIH and/
or its associates for the years ending December 31, 2011, 2012 and 2013 shall not exceed
the caps set out below:

proposed annual cap

for the year ending
December 31,

2011 2012 2013
(RMB millions)
Total payable amount . . ... ... . 864 0 0

Basis of Caps: In determining the above annual caps, our Directors have considered
the existing project contracting agreements. The Company expects to complete the
construction of the projects covered under the existing project contracting agreements in
2011.

2. Framework Heat Sale and Purchase Agreement with BDHG
Parties: BDHG

The Company

Principal terms: In the ordinary course of business, we entered into a framework heat
sale and purchase agreement dated May 23, 2011 with BDHG. Pursuant to this agreement,
BDHG and/or its associates may from time to time purchase heat produced by the Group.

The framework heat sale and purchase agreement is for a term of three years
commencing on the Listing Date.

Pricing policy: Under the framework heat sale and purchase agreement, the fees
shall be agreed with reference to the state-prescribed price.

Historical figures: The historical figures of the fees (including fees for heat energy
generated during testing period and tax) paid by BDHG and/or its associates for the years
ended December 31, 2008, 2009 and 2010 were approximately RMB97,863,000,
RMB336,374,000 and RMB354,440,000, respectively.

Reasons for the transaction: According to Administrative Measures of Heat Supply
and Heating of Beijing Municipality (Atsiifisharng i 2iikk)), heat supply should comply with
the principle of unified planning and localized management. As BDHG is the only central heat
supply company whose network covers the areas where the power plants of Taiyanggong
Power and Jinggiao Power are located, Taiyanggong Power and Jinggiao Power sell heat
energy to BDHG.
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Annual Caps: The maximum aggregate annual amount of fees payable by BDHG and/
or its associates for the years ending December 31, 2011, 2012 and 2013 shall not exceed
the caps set out below:

proposed annual cap
for the year ending
December 31,

2011 2012 2013
(RMB millions)
Total payable amount . ... ... .. .. . 445.00 627.00 914.00

Basis of Caps: In determining the above annual caps, our Directors have considered
the historical figures, the production capacity of the Group in respect of heat energy and the
potential rise in heat energy price in the future. As at December 31, 2010, the installed heat
energy generation capacity of Taiyanggong Power and Jinggiao Power was 929.00MW in
total. As at December 31, 2010, the Jinggiao Power Plant Phase Il with heat energy
generation capacity under construction of 592.00MW is expected to be completed by
September 2012. The heat energy price (VAT inclusive) of Taiyanggong Power increased
from RMB68 per GJ to RMB79 per GJ, which was effective from the legal heat supply period
from late 2010 to early 2011.

3. Financial Assistance Provided by the Company under The Guarantee
Agreements

Parties: Company (as the guarantor)
Huayuan Heating (as the borrower)

Huaxia Bank Co., Ltd., China Construction Bank, Agricultural Bank of China and
Shanghai Pudong Development Bank (as the lenders)
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Principal terms: Pursuant to five guarantee agreements, the Company agreed to
provide guarantee for the obligation of Huayuan Heating, an associate of BDHG, in relation to
its loan obligation in the total amount of RMB629.44 million. Details of the guarantee
agreements are as follow:

Lender Term of the Loan Principal Repayment Arrangement
Huaxia Bank Co., Ltd ... March 6, 2009 to RMB200 million Repay the loan in four
March 6, 2014 installments on

March 6, 2011, 2012,
2013 and 2014,
respectively()
China Construction April 7, 2010 to April 6, RMB93.26 million Repay RMB14 million
Bank ............... 2020 in each year from 2013
through 2018, repay
RMB9.26 million in

2019
China Construction November 24, 2010 to RMB96.18 million Repay RMB11 million
Bank ............... November 23, 2020 on July 31, 2014; repay

RMB15 million on

July 31, 2015 through
2019; repay RMB10.18
million on July 31,

2020
Agricultural Bank of 15 years. The actual RMB200 million Repay RMB15.4
China .............. draw down date of the million in each year
loan was February 28, from 2013 through
2011. 2024; repay RMB7.5
million in 2025
Shanghai Pudong March 25, 2011 to RMB40.00 million repay the loan by
Development Bank ... September 24, 2011 September 24, 2011

Note:
(1) The first installment has been repaid by Huayuan Heating.

The loans are all provided by commercial banks after arm’s length negotiation between
Huayuan Heating and each of the commercial banks, and all of these commercial banks are
Independent Third Parties. As the Company understands, the guarantee agreements are
standard contracts of these banks. The Company did not charge Huayuan Heating any fees
for the guarantee provided.

Reasons for the transaction:

The Company holds 50% of the equity interest in Huayuan Heating and benefits from
Huayuan Heating’s business expansion and profits. The transaction was to facilitate Huayuan
Heating obtaining funds from relevant banks in relation to its construction of its heating pipe
projects. In addition, BDHG, which is holding another 50% interest in Huayuan Heating, has
also provided guarantee for the loan obligation of Huayuan Heating with a total amount of
approximately RMB800 million. BDHG did not charge Huayuan Heating any fees for the
guarantee provided. Thus, the Directors (including the independent non-executive Directors)
believe that the terms of the guarantee agreements are normal commercial terms, fair and
reasonable and in the interests of the Company and the Shareholders as a whole.
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Historical figures: The historical figures of the guarantee obligation (representing the
maximum outstanding balance of principal and the aggregate interest on the loan) for the
years ended December 31, 2008, 2009 and 2010 were approximately nil, RMB208.00 million
and RMB662.00 million, respectively.

Annual Caps: The maximum aggregate annual amount of guarantee obligation
(representing the maximum outstanding balance of principal and the aggregate interest on the
loan) for the years ending December 31, 2011, 2012 and 2013 shall not exceed the caps set
out below:

proposed annual cap
for the year ending December 31,

2011 2012 2013
(RMB millions)
Total payable amount .. ... ... ... . . 634.00 623.00 619.00

Basis of Caps: In determining the above annual caps, our Directors have considered
the terms of the loan agreements and guarantee agreements as well as the applicable
interest rates.

240



CONNECTED TRANSACTIONS

WAIVER  APPLICATION FOR NON-EXEMPT  CONTINUING CONNECTED
TRANSACTIONS

(A) Waiver Sought for Continuing Connected Transactions Exempt From The
Independent Shareholders’ Approval Requirements (“Category A Transactions”)

Following the completion of the Global Offering, certain of our continuing connected
transactions will be subject to the reporting and announcement requirements, but exempt
from the independent shareholders’ approval requirements under Chapter 14A of the Listing
Rules. Our Category A Transactions are summarized in the table below:

Historical Figures Proposed annual caps
(RMB millions) (RMB millions)
. Applicable Listing
Nature of transactions and Year ended December 31, Year ending December 31, Rule and waiver
parties involved 2008 2009 2010 2011 2012 2013 sought
1. Framework Property Lease 3.59 8.09 8.12 10.00 12.00 14.00 Rule 14A.34;
Agreement with BEIH waiver from

announcement
requirements

These Caps are

equivalent to the

forecast figures for the

three years ending

December 31, 2011,

2012 and 2013 for

transactions

contemplated under the

framework property

lease agreement.

2. Framework Equipment Nil  11.39 13.99 29.00 25.00 25.00 Rule 14A.34;
Maintenance Agreement with waiver from
BEIH announcement

requirements
These Caps are
equivalent to the
forecast figures for the
three years ending
December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
framework equipment
maintenance
agreement.
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Historical Figures Proposed annual caps
(RMB millions) (RMB millions)
Nature of transactions and Year ended December 31, Year ending December 31, Agglltiac:r?cl‘emll.;?ci;g
parties involved 2008 2009 2010 2011 2012 2013 sought
Framework Electricity Sale Nil Nil 13.55 23.00 15.00 13.00 Rule 14A.34;
and Purchase Agreement waiver from
with BEIH announcement
requirements
These Caps are
equivalent to the
forecast figures for the
three years ending
December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
framework electricity
sale and purchase
agreement.
Framework Service 0.32 0.37 27.20 80.00 89.00 87.00 Rule 14A.34;
Agreement with BEIH waiver from
announcement

These Caps are
equivalent to the
forecast figures for the
three years ending
December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
framework service
agreement.

Framework Operating 0.96 1.42 1.54 2.00 4.00 8.00
Agreement with BEIH

These Caps are
equivalent to the
forecast figures for the
three years ending
December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
framework operating
agreement.
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CONNECTED TRANSACTIONS

Historical Figures Proposed annual caps
(RMB millions) (RMB millions)

. Applicable Listing
Nature of transactions and Year ended December 31, Year ending December 31, Rule and waiver
parties involved 2008 2009 2010 2011 2012 2013 sought

6. Framework Equipment Nil Nil Nil 37.00 37.00 37.00 Rule 14A.34;

Operating and Maintenance waiver from
Agreement with BEIH announcement

requirements
These Caps are
equivalent to the
forecast figures for the
three years ending
December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
framework equipment
operating and
maintenance
agreement.

We have requested the Stock Exchange to grant, and the Stock Exchange has agreed
to grant us a waiver expiring on December 31, 2013 pursuant to its discretion under
Rule 14A.42(3) of the Listing Rules to exempt the Category A Transactions from strict
compliance with the announcement requirements under the Listing Rules. In addition, we
confirm that we will comply with Rules 14A.35(1), 14A.35(2), 14A.36, 14A.37, 14A.38, 14A.39
and 14A.40 of the Listing Rules in relation to the continuing connected transactions exempt
from the independent shareholders’ approval requirements.
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(B) Waiver Sought for Non-exempt Continuing Connected Transactions (“Category B
Transactions”)

Under the Listing Rules, the project contracting agreements and framework heat sale and
purchase agreement are considered to be non-exempt continuing connected transactions under
Rule 14A.35 and would require compliance with the reporting and announcement requirements set
out in Rules 14A.45 to 14A.47 and the prior independent shareholders’ approval requirement set
out in Rue 14A.48 on each occasion on which they arise. The financial assistance provided by the
Company under the guarantee agreements which does not fall within the exemption provisions in
respect of financial assistance under Rules 14A.65 and 14A.66 of the Listing Rules will also be
subject to reporting, announcement and independent shareholders’ approval requirements under
Rule 14A.63 of the Listing Rules. Our non-exempt continuing connected transactions are
summarized in the table below:

Historical Figures Proposed annual caps
(RMB millions) (RMB millions)
Nature of transactions and parties Year ended December 31, Year ending December 31, Agglléc:r?cllemll-;?\%nrg
involved 2008 2009 2010 2011 2012 2013 sought
1. Project Contracting Nil Nil 745.57 864.00 0 0 Rule 14A.35;
Agreements with BIEE waiver from
These Caps are announcement
equivalent to the and
forecast figures for the  independent
three years ending shareholders’
December 31, 2011, approval
2012 and 2013 for requirements

transactions
contemplated under the
project contracting

agreements.

2. Framework Heat Sale and 97.86 336.37 354.44 445.00 627.00 914.00 Rule 14A.35;
Purchase Agreement with waiver from
BDHG announcement

These Caps are and
equivalent to the independent
forecast figures for the  shareholders’
three years ending approval
December 31, 2011, requirements

2012 and 2013 for
transactions
contemplated under the
framework heat sale and
purchase agreement.

244



CONNECTED TRANSACTIONS

Historical Figures Proposed annual caps
(RMB millions) (RMB millions)
Nature of transactions and parties Year ended December 31, Year ending December 31, Agglléc:r?cllemll-;?\%nrg
involved 2008 2009 2010 2011 2012 2013 sought
3. Financial Assistance Nil  208.00 662.00 634.00 623.00 619.00 Rule 14A.63;

provided by the Company waiver from
under the Guarantee announcement
Agreements and

These Caps are independent

equivalent to the shareholders’

forecast figures for the  approval

three years ending requirements

December 31, 2011,
2012 and 2013 for
transactions
contemplated under the
guarantee agreements.

Accordingly, we have requested the Stock Exchange, and the Stock Exchange has
agreed, to grant a waiver expiring on December 31, 2013 to our Company from strict
compliance with the announcement and independent shareholders’ approval requirement
relating to the continuing connected transactions under the Listing Rules. In addition, save for
compliance with Rule 14A.37(1) for the financial assistance provided by the Company under
the guarantee agreements, we will comply with the applicable provisions under
Rules 14A.35(1), 14A.35(2), 14A.36, 14A.37, 14A.38, 14A.39 and 14A.40 and the reporting
requirements under Rule 14A.63 of the Listing Rules.

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those existing as at the Latest Practicable Date on transactions of the kind
to which the connected transactions referred to in this prospectus belong, including, but not
limited to, a requirement that these transactions be made conditional upon approval by our
independent shareholders, we will take immediate steps to ensure compliance with such
requirements within a reasonable time.

Confirmation from Directors

Our Directors, including the independent non-executive Directors, consider that all the
non-exempt continuing connected transactions described above have been entered into in the
Company’s ordinary and usual course of business (save for the financial assistance provided
by the Company under the guarantee agreements). Our Directors, including the independent
non-executive Directors, consider that all the non-exempt continuing connected transactions
described above are on normal commercial terms and are fair and reasonable and in the
interests of our Company and our Shareholders as a whole. Our Directors, including the
independent non-executive Directors, are also of the view that the annual caps for the
non-exempt continuing connected transactions referred to in the section “Non-exempt
Continuing Connected Transactions” are fair and reasonable and in the interests of the
Shareholders of our Company as a whole.
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Confirmation from the Joint Sponsors

The Joint Sponsors are of the view that the non-exempt continuing connected
transactions described above have been entered into in the ordinary and usual course of
business of the Group (save for the financial assistance provided by the Company under the
guarantee agreements). The Joint Sponsors consider that all the non-exempt continuing
connected transactions described above are on normal commercial terms, and such
transactions and their respective annual caps (where applicable) are fair and reasonable and
in the interests of the Shareholders of the Company as a whole.
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DIRECTORS

Upon the Listing Date, our Board will consist of 9 Directors, comprising 1 executive
Director, 5 non-executive Directors and 3 independent non-executive Directors. The functions
and duties of our Board include convening shareholders’ meetings, reporting the Board’s work
at these meetings, implementing the resolutions passed on these meetings, determining
business and investment plans, formulating our annual budget and final accounts, and
formulating our proposals for profit distributions and for the increase or reduction of registered
capital. In addition, the Board is responsible for exercising other powers, functions and duties
in accordance with our Articles of Association. We have entered into service contracts with
each of our executive Directors, non-executive Directors and independent non-executive
Directors.

The following table sets out certain information relating to our Directors.

Name Age Position Date of Appointment
LU Haijun
(BEMSE) ... 54  Chairman and Non-executive Director January 26, 2010
GUO Mingxing
(B ... 43  Non-executive Director January 26, 2010
XU Jingfu
(BREA) o 56  Non-executive Director January 26, 2010
LIU Guochen
(BIBLE) ..o 54  Non-executive Director January 26, 2010
MENG Wentao
(HICE) ..o 41 Executive Director November 16, 2010
YU Zhongfu
(FAb#) .o 40 Proposed Non-executive Director November 16, 2010,
effective from the
Listing Date
LIU Chaoan
(%J%H?) ................... 55 Proposed |ndependent Non_ NOVGI:nber 16, 2010,
executive Director effective from the
Listing Date
SHI Xiaomin
(Elj\@) ................... 60 Proposed Independent Non_ NOVGI:nber 16, 2010,
executive Director effective from the
Listing Date
LAU Miu Man
() o 39 Proposed Independent Non- November 16, 2010,
executive Director effective from the
Listing Date

Save as disclosed herein, there are no other matters in respect of each of our Directors
that is required to be disclosed pursuant to Rule 13.51(2)(a) to (v) of the Listing Rules and
there is no other material matters relating to our Directors that need to be brought to the
attention of our Shareholders.
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Non-Executive Directors

Mr. LU Haijun (#i#%), aged 54, is our chairman of the Board and has been a
non-executive Director of our company since January 2010. Mr. Lu is responsible for our
business strategy and overall development. Mr. Lu has more than 17 years of experience in
management, investment management, capital management and human resource
management in large power companies. He joined BEIH as the chairman in December 2008.
From June 1998 to December 2008, Mr. Lu held various governmental roles while working for
Beijing Municipal Government. Between February 2003 and December 2008, he was deputy
director then director of Beijing Municipal Administration Commission (b i 44 22 B 6r).
He served as the deputy director of Chongwen District of Beijing from October 1998 to
February 2003, and he was the assistant director of Beijing Municipal Public Utility Bureau
(Atmtm 2 HJE) from June 1998 to October 1998. Between January 1988 and June 1998, he
worked as a deputy manager then manager of Beijing Liquefied Petroleum & Gas Company
(it A Fl). From July 1982 to January 1988, he worked for Beijing Gas Company
and held various positions including deputy manager and the deputy manager of the Bottling
Plant in Northern Suburb (txk#5fiR%) of the company. He studied enterprise management at
the Department of Industrial Economics at Capital University of Economics and Business
(B#seE R 5 KB formerly known as Beijing School of Economics (dLai##E28t)) from
September 1978 to July 1982 obtaining a bachelor's degree, and studied enterprise
management in the same university from September 1994 to July 1997 respectively, and now
holds a master’s degree.

Mr. GUO Mingxing (¥$/1 %), aged 43, is a non-executive Director and is responsible for
our business strategy and overall development. Mr. Guo has more than 15 years of experience
in production, construction, business management and capital management in the power
industry. In January 2005, Mr. Guo joined BEIH as an assistant general manager. There he was
promoted to deputy general manager in December 2005 and then general manager and
director in December 2008. Also, since January 2007, he has been the president of Beijing
Jingneng International. From June 2003 to December 2005, he was the general manager at
Inner Mongolia Daihai Electric Power Generation Co., Ltd. (%154 1% & A IR 3E 22 7). Between
September 2000 and December 2004, he worked with Beijing International Power Development
and Investment Corporation (lLxtEIFE=EIH#ELEAT]) as the deputy manager and then the
manager of the electric investment management division and was then promoted to the
assistant general manager in June 2003. From November 1999 to September 2000, he was an
assistant director of the People’s Government of Shenhe District in Shenyang. Between
September 1990 and March 1993, Mr. Guo worked as an electrical technician and a secretary
of the factory office at Shenyang Shenhai Power Plant (%Pt #7%), then as the manager of
fuel division from September 1995 to November 1999. Between October 1997 and April 1998,
he attended a training program at Tokyo Electric Power (H A% x(% 12 7). Mr. Guo obtained a
bachelor's degree in electric power engineering from Chengdu University of Science and
Technology (A#sFHZAE) in July 1990 and a master's degree from Wuhan University of
Hydraulic and Electrical Engineering (:#/k 7% /1 KE) in March 1995. Between 2003 and 2006,
he studied quantitative economics in Jilin University and obtained a doctorial degree. Between
2007 and 2008, he was a part-time student at the centre for post-doctoral studies of the
management school of Beijing University of Technology (bt T35,
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Mr. XU Jingfu (#xxtf}), aged 56, is a non-executive Director and is responsible for our
business strategy and overall development. Mr. Xu has over 10 years of experience in
management and investment in the power industry. He has been a deputy general manager
in BEIH since November 2004, and has also been the chairman of BEIH-Property Co., Ltd.
(sHEE M AR R, a company listed on the Shanghai Stock Exchange) since November
2005. From February 2000 to November 2004, Mr. Xu was the deputy general manager of
Beijing Comprehensive Investment Company (dtatiifia# &~ F), the predecessor of BEIH.
From March 1980 to January 2000, he worked at Beijing Bureau of Technical Supervision
(b=t BB =) for almost twenty years, as deputy section head, department head and
deputy director, in that respective order. Mr. Xu graduated from the School of Mechanical
Engineering at Beijing University of Technology (L=t T3kK£) in January 1980, major in optical
instruments, and he obtained an MBA degree from Asia International Open University
(Macau) (Z=# () BIERARAKE) in April 2003.

Mr. LIU Guochen (#Itt), aged 54, is a non-executive Director and is responsible for
our business strategy and overall development. Mr. Liu has more than six years of experience
in the management of finance, property and accounting of large power companies. Mr. Liu
joined BEIH in November 2004 and has held the position of deputy general manager to this
present day. Between September 2004 and November 2004, he worked with Beijing
International Power Development and Investment Corporation (ltxtld s 71 ## &2 7)) as the
deputy general manager. From August 1996 to March 1998, Mr. Liu worked as the vice
director of Dalian Golden Pebble Beach Resort Management Commission
(REe I RIEEZE). Between March 1998 and September 2004, he was the deputy
director of Dalian Economic and Technology Development Area Administration Commission
(RSP B WA B & B &), Mr. Liu studied financial management at Liaoning Institute of
Finance and Economics (E#M#E5EE) from September 1978 to October 1982 and was
awarded a bachelor’s degree. He was awarded a master’s degree in investment economics in
June 1986, and studied industrial economics in Dongbei University of Finance and Economics
(AL %R EE) and obtained a doctoral degree.

Mr. YU Zhongfu (T ff'#&) aged 40, is a non-executive Director of our Company. Mr. Yu
has been the deputy general manager of Beijing State-owned Assets Operation and
Management Center (JLatlifi &A4LEEHF0) since May 2009, and the director of Beijing
Rural Commercial Bank Co., Ltd.(Htatasssfirkim A RAR), Beijing Automobile Co., Ltd.
(ertsE i AR 7)), and Beijing BOE Display Technology Co., Ltd. (Jbatst s SR i A BR 2 /)
since December 2009. From November 2003 to May 2009, he worked with Beijing State-
owned Assets Supervision and Administration Commission (ltxiEfEEEEEHEZHE), as
deputy director of Department of Reform and Development, deputy director then director of
Department of Enterprise Reform, in that respective order. From September 1996 to
November 2003, he worked with Beijing Economic and Trade Commission
(b=t 5 Z B &), where he was a senior staff, principal staff, then deputy director of
Department of Small and Medium Enterprises, then deputy director of the Department of
Enterprise Reform, in that respective order. From January 1996 to September 1996, Mr. Yu
worked with Shijingshan District Economic Planning Commission (fi&tili#Est#5E5%ZEE) in
Beijing as a staff then deputy section chief of Industry Section. Mr. Yu started his career as a
staff at Shijingshan District Committee of the Chinese People’s Political Consultative
Conference (FEIAREGHHFH &M 5 ILIIEZE®) in Beijing, where he worked from July 1992 to
January 1996. Mr. Yu studied at North China University of Technology (L7 T3KX£) from
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September 1988 to July 1992, where he obtained a bachelor's degree of engineering. From
September 2000 to July 2002, he studied in a post-graduate course at Central University of
Finance and Economics (+##£KE), major in finance. He is currently taking a post-graduate
course in Peking University, major in public administration.

Executive Director

Mr. MENG Wentao (&%), aged 41, is an executive Director and general manager of
our Company. Mr. Meng has been the general manager of our Company since June 2010. He
has over 18 years of experience in production, construction and business management in the
power industry. He joined our Company in June 2010 and has been the general manager.
Mr. Meng worked as a director and the general manager at Beijing Jingneng Thermal Power
Co., Ltd. (dextataeEmARA R, a company listed on the Shanghai Stock Exchange) from
May 2007 to July 2010, and the deputy head of the department of safety production
supervision of Huaneng Northern Company (¥t 772 w) from November 2006 to May 2007.
From March 2005 to November 2006, he was the deputy general manager of Inner Mongolia
Daihai Electric Power Generation Co., Ltd. (A& &SRB ARTEAF). Mr. Meng worked at
Dalate Power Plant from July 1992 to March 2005, where he served successively as the
operation team leader and shift leader of the operation department, the deputy director of the
organization department, the deputy director, director then the vice chief engineer of the
inspection and maintenance department. Mr. Meng obtained a master's degree in power
system and its automation from North China Electric Power University (#t#E7k£E), China in
June 2002.

Independent Non-executive Directors

Mr. LIU Chaoan (¥#%), aged 55, is an independent non-executive Director. Mr. Liu is
currently an independent non-executive director of China Datang Corporation Renewable
Power Co., Limited (stock code: 1798) and was an independent non-executive director of
Datang International Power Generation Co., Ltd. (stock code: 991) from 2007 to 2010. Mr. Liu
has 30 years of experience in the field of electric power design, and has been the chairman of
the board of China Power Engineering Consulting Group Corporation North China Electric
Power Design Institute Engineering Co., Ltd. (2 % /) T e 5 B 2 w2105 ) 8t e TR A R R)
since 2010. Between 2005 and 2010, he was the chairman of the board of Beijing Guodian
North China Electric Engineering Co., Ltd. (tstE &=L ) TRA ). From 1999 to 2005, he
worked as a deputy general manager at Guodian North China Electric Engineering Co.,
Ltd. (&L E S TRARAF). Between 1984 and 1999, he worked at North China Electric
Power Design Institute (¥t 713t BE) as section chief, deputy department chief and then
assistant president. He worked as a technician and an assistant engineer at Beijing Electric
Power Design Institute (Jtx%1EGTEe) between 1980 to 1984. Mr. Liu obtained a bachelor’s
degree in engineering from Changchun College of Geology (R#FHH £k, which has merged
into Jilin University (##kK£%)) in 1980 and a double-bachelor's degree in management
engineering from North China Electric Power University (#t®&KXE) in 2001. Mr. Liu is a
professor-grade senior engineer.

Mr. SHI Xiaomin (f1/h#), aged 60, is an independent non-executive Director. Mr. Shi
is an expert in China’s economic reform. He is a vice president of China Society of Economic
Reform (HEZFE#E S 07t E), and has been working there since 1991 as the director of

250



DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

research office, deputy secretary-general, secretary-general and vice president, in that
respective order. Between August 2005 and December 2007, he was an independent director
of China Galaxy Holdings Co., Ltd. (SR s 7). Between 1983 to 1991, he worked at the
State Reform Committee (X% M=% &), first as deputy department chief then department
chief. From 1982 to 1983, Mr. Shi worked at the Theory Department of Economic Daily
(®PH¥R). Mr. Shi studied at Peking University between 1978 and 1982, and obtained a
bachelor’s degree in economics in 1982.

Ms. LAU Miu Man (##%), aged 39, is an independent non-executive Director.
Ms. Lau now serves as the Chief Financial Officer of Sunnywafer Holdings Limited
(FEmER LR A RN ). Before then, Ms. Lau served as the Chief Financial Officer of the
China Renji Medical Group Ltd. (PE{C#EREMARAF, stock code: 648) from December
2007 to March 2011. She was a Practising Director of Shinewing (HK) CPA Limited from
September 2005 to December 2007. Between January 1994 and August 2005, she worked
with Ho and Ho & Company, Certified Public Accountants, holding positions including Audit
Manager and Partner, in that respective order. Ms. Lau has more than 13 years of
professional experience in finance, accounting and auditing, and she provided auditing,
business advisory, due diligence review, mergers and acquisition transactions and internal
controls review for listed companies, state-owned enterprises and foreign investment
enterprises. Ms. Lau graduated from Monash University in Australia in 1994 and obtained a
bachelor’'s degree of economics, major in accounting. She has been a fellow member of Hong
Kong Institute of Certified Public Accountants and Certified Practising Accounting of CPA
(Aust.) since 1997.

SUPERVISORS

The Board of Supervisors of the Company currently consists of three members. The
following table sets out certain information about our Supervisors.

Name Age Position Date of Appointment
CHEN Yanshan

(Bl ... 57  Chairman of the Board of Supervisors  January 26, 2010
LIU Jiakai

BIF) ... 43  Supervisor January 26, 2010
HUANG Linwei

(B ... 42 Supervisor January 26, 2010

Save as disclosed herein, there are no other matters in respect of each of our
Supervisors that is required to be disclosed pursuant to Rule 13.51(2)(a) to (v) of the Listing
Rules and there is no other material matters relating to our Supervisors that need to be
brought to the attention of our Shareholders.

Mr. CHEN Yanshan (#1l), aged 57, has served as the chairman of the Board of
Supervisors of our Company since January 2010. Mr. Chen has over 6 years of experience in
resource management and auditing in power companies. He joined BEIH in November 2004
and has served as an executive director and a member of the Audit Committee of the board
of BEIH since then. From April 2004 to November 2004, he worked as the deputy secretary of
the Communist Party committee of Beijing International Power Development and Investment
Corporation (LaEIEENBERELAF). From July 1985 to April 2004, he worked at the
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Organization Department of Beijing Municipal Committee (dtztmiZAl4ki), where he held
various positions, including the deputy director of the division of general affairs (% & ERIER),
and the director of the division of cadres (# i) of the Organization Department of Beijing
Municipal Committee. Mr. Chen studied labor economics at Beijing School of Economics
(Jemsgyspe) and was awarded a bachelor's degree in 1984. Additionally, he took a post-
graduate course in economic management from the Party School of Beijing Municipal
Committee (ALmHiZHAZ) in July 1998.

Mr. LIU Jiakai (#/55l), aged 43, has served as a Supervisor of our Company since
January 2010. Mr. Liu has over 20 years of experience in construction and accounting in the
power industry. Mr. Liu joined BEIH in December 2009 and has been the director of the
department of finance and property management. Also, he was the chief accountant of Beijing
Jingneng Thermal Power Co., Ltd. (At staEsEmR A R2 7], a company listed on the Shanghai
Stock Exchange) between April 2006 and April 2007 and has been a supervisor of the same
company since June 2007. From July 2006 to December 2009, he held the position of the
chief financial officer at Beijing Jingneng International. Between July 2003 and April 2006, he
was the chief accountant at Inner Mongolia Daihai Electric Power Generation Co., Ltd.
(REh A IR~ A). Mr. Liu worked as the director of the finance department and the
vice director of the audit department of Inner Mongolia Power Control Bureau (A%t &% 1) for
eleven years from March 1992 to July 2003. Mr. Liu obtained a bachelor's degree in
economics from Central University of Finance and Economics of China (F:£#4KE) in June
1989.

Ms. HUANG Linwei (##tf%), aged 42, has served as a Supervisor of our Company
since January 2010. Ms. Huang has more than 16 years of experience in accounting and
auditing in power companies. She joined Beijing Jingneng Technology in December 1993,
where she has held various positions successively, including cashier, accountant, supervisory
accountant and deputy manager of the finance department, and deputy manager of the
department of audit and internal control. Ms. Huang took an on-job post-graduate course in
the Party School of Beijing Municipal Committee (dtaimiZ##z) in July 2009. Ms. Huang is an
intermediate accountant.
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SENIOR MANAGEMENT

The senior management team of the Company, in addition to the executive Director
listed above, is as follows:

Name Age Position Date of Appointment
MENG Wentao

(IR ..o 41 General Manager June 9, 2010
REN Qigui

(ERCE) ..o 49 Deputy General Manager June 9, 2010
LI Haibin

() .o 46  Deputy General Manager December 14, 2009
KANG Jian

(FEdRE) ... 48 Deputy General Manager, March 11, 2010/

Secretary of the Board of Directors  December 14, 2009

LI Zhijian

(BB 40 Deputy General Manager March 11, 2010
LI Yuehua

(BFEEE) 49  Deputy General Manager August 19, 2010
ZHU Baocheng

GRERIR) ..o 37  Chief Accountant March 11, 2010
ZHANG Jurui

GRESS) ... 44  Chief Engineer March 11, 2010

Each of the members of the senior management team listed above can be contacted at
the Company’s registered address at Room 118, 1 Ziguang East Road, Badaling Economic
Development Zone, Yanging County, Beijing.

Biographies of each of the members of the senior management team are set out
below:

Mr. MENG Wentao (& i), aged 41, is an executive Director and general manager of
our Company. His biographical details are set out above under the paragraph headed
“—Executive Director”.

Mr. REN Qigui ({LR%), aged 49, is a deputy general manager of our Company and is
responsible for our business strategy and overall development. Mr. Ren has more than 14
years of experience in production, construction and management in the power industry. He
joined our Company in December 1995 and since then has held the following positions
respectively: manager of the division of investment and the division of information, assistant
general manager, deputy general manager, and general manager. From July 1986 to May
1995, Mr. Ren worked at the Department of Energy and Power of China Research Institute of
Agricultural Machinery (B2 MmO EBEREVRE J187). Mr. Ren obtained a master's degree in
business management from Xiamen University (E[MX£) in June 2008.

Mr. LI Haibin (#i1%), aged 46, has been a deputy general manager of our Company
since December 2009. Mr. Li has more than 6 years of experience in power production and
power project planning. In December 2009, he was appointed as a deputy general manager
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of our Company and has held this position since then. He worked at the research centre of
energy strategy of BEIH between December 2004 and March 2006 and was subsequently
promoted to the role of the project manager of the department of power energy in March
2006. He held this position until December 2009. Between October 2006 and December
2009, he was on secondment to Beijing Municipal Development and Reform Commission
(g A Z B €). From January 2004 to December 2004, he was the project manager of
the department of power investment and construction of Beijing International Power
Development and Investment Corporation (dtatBEIFE® 1 F &N 7). Between January 2000
and January 2004, he was teaching at Beijing Jiaotong University (ltxmizcid@k£) and was
promoted to the director of the center of power simulation in October 2001. He obtained a
bachelor’'s degree in industrial electronic technology from Zhejiang University (#7Lk£2) in July
1986. Between September 1986 and January 1989, he studied the thermal energy and
automation of power plants in North China Electric Power University (#£1L% 1k, formerly
known as North China Electric Power College (#1L% J156¢)), and obtained a master’s degree.

Mr. KANG Jian (Ffi), aged 48, has been a deputy general manager of our Company
since March 2010 and the secretary of the Board since December 2009. Mr. Kang has over
15 years of experience in strategic management, sales management and investor relationship
management in large state-owned enterprises and transnational corporations. Mr. Kang has
been the deputy general manager of our Company since March 2010, and the secretary of
the Board since December 2009. Between August 2009 and December 2009, Mr. Kang
worked for BEIH as the deputy director of the office of strategic investment. Mr. Kang worked
at several transnational corporations, including as a senior manager of the department of
Automation & Drives Group and the director of strategic development and customer relations
of the company’s Strategic Marketing Department at Siemens Ltd., China
(M (PR AR F) from January 2004 to July 2009, as a regional manager of the Greater
China area of Canadian Tucows Inc. (Ml & X Tucowsf FR2A 7)) from April 2000 to March 2003, and
as the assistant manager of the Marketing Division of the U.S. Albany International Company
(G AR R B2 F) from July 1999 to February 2000. Mr. Kang obtained a bachelor’'s degree
in international trade from Beijing University of Technology (Jtat T3KE) in July 1988, and an
MBA degree from Rensselaer Polytechnic Institute in the United States (GEU{—#iAATE TREE) in
May 1999.

Mr. LI Zhijian (#&E), aged 40, has been a deputy manager of our Company since
March 2010. Mr. Li has over 15 years of experience in production and management in the
power industry. Mr. Li has been a deputy general manager of our Company since March
2010. He worked as the deputy general manager of New Energy from July 2009 to March
2010, as the deputy manager of Wulanyiligeng Power from August 2008 to July 2009, the
project manager of the Chayouzhong Project of Inner Mongolia Wind Power Division of
Beijing Jingneng International from September 2007 to August 2008. Between November
2001 and September 2007, he worked for Jingfeng Thermal Power, where he served
successively as the vice director (and later the director) of the boiler maintenance branch, the
leader of the division of project extension, and the deputy head of the department of
maintenance. From July 1995 to November 2001, he worked at Beijing No. 3 Thermal Power
Plant (JLxt% =#%RKk) and held various positions successively. These included being a boiler
forge engineer and the vice director of the ash plant. Mr. Li obtained a bachelor's degree in
thermal energy and power engineering from Northeast China Institute of Electric Power
Engineering (*RIL J1E8EBE) in July 1995.
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Mr. LI Yuehua (#H7), aged 49, has been a deputy general manager of our Company
since August 2010. Mr. Li has over 21 years of experience in project management in the
power industry. In April 2005, he joined our company and has held various positions
subsequently. These included being the manager of the comprehensive utilization of the
resources division and the regional manager of the energy division between January 2006
and March 2008, the deputy chief engineer between March 2008 and May 2009, and the chief
engineer of our Company between May 2009 and August 2010. Between August 2003 and
April 2005, he was the deputy general manager of Beijing Huaxin Electric Power Industry
General Company Limited of Guodian North China Electric Power Design Institute
(BB AL T st Be L HEAE R A F]). Between May 1985 and December 1998, Mr. Li
worked for North China Electric Power Design Institute (#t® /1i#%#t6g) as an officer of the
hydro engineering division, and between December 1998 and August 2003, he worked for
Guodian North  China  Electric Power Design Institute  Engineering Co.,
Ltd. (R AL st e TRA A R), where he was promoted to the role of chief engineer of the
subsidiary of consolidated engineering in December 2002. Mr. Li obtained a bachelor’s
degree in construction and machinery from Liaoning Institute of Construction (%5 T2 £ 5z),
China in July 1983. He is a senior engineer.

Mr. ZHU Baocheng (<), aged 37, has been the chief accountant of our company
since March 2010. Mr. Zhu is experienced in accounting and property ownership
management in power companies. In March 2010, Mr. Zhu joined our Company as the chief
accountant. He was the chief accountant at Beijing Jingneng Thermal Power Co., Ltd.
(e mtaEsE R AR A F), a company listed on the Shanghai Stock Exchange) from May 2009 to
March 2010. Between April 2007 and May 2009, he worked as the manager of the finance
department at Beijing Jingneng International. From October 2002 to April 2007, he worked
with China Grand Enterprises (+E&EK&EM A7) where he was the chief accountant of the
medical division and the manager of investment management department. From January
2001 to September 2002, he was the chief financial officer at Beijing Wantong Technology
Investment Co., Ltd. (dtstiticEaris i & A R A ), before which he was a manager of the audit
department of Hebei Hua’an Certified Public Accountants Co., Ltd. (it &g i) from
July 1996 to December 2000. Mr. Zhu obtained a bachelor’'s degree in accounting from Hebei
University of Economics and Business (-L4£% KE) in June 1996 and a master's degree in
world economics at Hebei University (1tk£) in June 2002. Between September 2004 and
June 2007, he also studied accounting at Renmin University of China (+EI AR KX%£) to obtain a
doctoral degree. Mr. Zhu is a senior accountant.

Mr. ZHANG Jurui (#E%5), aged 44, has been a chief engineer of our Company since
March 2010. Mr. Zhang has over 6 years of experience in project management in the power
industry. He joined our Company and has been the chief engineer since March 2010.
Between January 2008 and April 2010, he worked at the department of planning and
development of Beijing Jingneng International. From February 2004 to January 2008,
Mr. Zhang worked at the Inner Mongolia Daihai Electric Power Generation Co., Ltd.
(REE ISR EAREEAF), starting as assistant manager of the equipment maintenance
department and director of the electricity office, and then the chief engineer of the power
generation subsidiary and was later appointed as the deputy director of the department of
safe production. He was an electric engineer at the Second Power Plant in Datong of
Guodian Power Development (& ARS —#%ERK) from July 1989 to February 2004.
Mr. Zhang obtained a bachelor's degree in power system and its automation from School of
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Electric Power of Taiyuan University of Industry (K T3EREET70BE) in July 1989. He is a
senior engineer.

COMPANY SECRETARY

Mr. KANG Jian, serves as secretary to the Board and one of the joint company
secretaries. Please refer to his biography under the paragraph headed “—Senior
Management.”

Ms. LEUNG, Wai Han Corinna (#x1#), aged 43, serves as the joint company secretary
of our Company. She is a senior manager of Tricor Services Limited, a company secretarial
services provider and has almost 20 years of experience in corporate secretarial work.
Ms. Leung is an associate member of both The Institute of Chartered Secretaries and
Administrators and The Hong Kong Institute of Chartered Secretaries. As of the Latest
Practicable Date, Ms. Leung acted as the joint company secretary of Honghua Group Limited
(stock code: 196) and SBI Holdings, Inc. (stock code: 6488), both companies are listed on the
Stock Exchange.

In order to discharge her duties as joint company secretary of our Company,
Ms. LEUNG has confirmed to us that a team of professional staff from Tricor Services Limited
with appropriate chartered secretary qualifications will be designated to assist Ms. LEUNG in
discharging her duties as company secretary of our Company.

AUDIT COMMITTEE

We have established an audit committee with written terms of reference that complies
with Rule 3.21 of the Listing Rules and paragraph C3 of the Code of Corporate Governance
Practices set out in Appendix 14 to the Listing Rules. The Audit Committee consists of two
independent non-executive Directors who are Ms. LAU Miu Man and Mr. LIU Chaoan and one
non-executive Director who is Mr. LIU Guochen. The Audit Committee is chaired by Ms. LAU
Miu Man. The primary duties of the Audit Committee are to: assist our Board by providing an
independent view of the effectiveness of the financial reporting process, handle the internal
control and risk management systems of our Group, oversee the audit process and perform
other duties and responsibilities that are assigned by our Board.

REMUNERATION AND NOMINATION COMMITTEE

We have established a remuneration and nomination committee with written terms of
reference in compliance with paragraph B1 of the Code on Corporate Governance Practices
set out in Appendix 14 to the Listing Rules. The remuneration and nomination committee
consists of two independent non-executive Directors who are Mr. LIU Chaoan and Mr. SHI
Xiaomin and one non-executive Director who is Mr. GUO Mingxing. The remuneration and
nomination committee is chaired by Mr. GUO Mingxing, a non-executive Director. The primary
duties of the remuneration and nomination committee include (but without limitation):
(i) making recommendations to the Directors on our policy and structure for all remuneration
of Directors and senior management and on the establishment of a formal and transparent
procedure for developing policies on such remuneration; (ii) determining the terms of the
specific remuneration package of our Directors and senior management; (iii) reviewing and
approving performance-based remuneration by reference to the corporate goals and
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objectives that are resolved by the Directors from time to time; (iv) considering and approving
the grant of share options to eligible participants pursuant to the Share Option Scheme; and
(v) making recommendations to our Board about who should fill any vacancy on our Board.

STRATEGY COMMITTEE

We have established a strategy committee with written terms of reference. The current
members of the strategy committee are Mr. LU Haijun, Mr. GUO Mingxing, Mr. XU Jingfu,
Mr. LIU Guochen and Mr. MENG Wentao. The strategy committee is chaired by Mr. LU
Haijun. The primary function of the strategy committee is to make recommendations to our
Board about long-term development strategies of the Company.

COMPLIANCE ADVISER

We have appointed Somerley Limited as our compliance adviser pursuant to
Rule 3A.19 and 19A.05 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, we
will consult with and, if necessary, seek advice from our compliance adviser, Somerley
Limited, on a timely basis in the following circumstances:

(i) before the publication of any regulatory announcement, circular or financial report;

(i) where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

(iii) where we propose to use the proceeds of the Global Offering in a manner different
from that detailed in this prospectus or where its business activities, developments
or results deviate from any forecast, estimate, or other information in this
prospectus; and

(iv) where the Stock Exchange makes an inquiry of us regarding unusual movements
in the price or trading volume of the Shares of our Company.

Pursuant to Rule 19A.06 of the Listing Rules, Somerley Limited will on a timely basis,
inform us of any amendment or supplement to the Listing Rules that are announced by the
Stock Exchange. Somerley Limited will also inform us of any amendment or supplement to
the applicable laws and guidelines.

The term of appointment of Somerley Limited shall commence on the Listing Date and
end on the date on which we distribute our annual report in respect of our financial results for
the first full financial year commencing after the Listing Date and such appointment may be
further extended subject to mutual agreement.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

The aggregate amount of remuneration (including salaries, allowances and other
benefits and contributions to pension schemes) which were paid to our Directors for the years
ended December 31, 2008, 2009 and 2010 were nil, nil and RMB258,000, respectively.

Under the current arrangements, the Directors will be entitled to receive compensation
(including remuneration and benefits in kind) from our Company for the year ending
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December 31, 2011 under arrangement in force as at the date of this prospectus which is
expected to be approximately RMB1,000,000 in aggregate.

Under the current arrangements, the Supervisors will be entitled to receive
compensation (including remuneration and benefits in kind) from our Company for the year
ending December 31, 2011 under arrangement in force as at the date of this prospectus
which is expected to be approximately RMB330,000 in aggregate.

No remuneration was paid by our Group to our Directors or the five highest paid
individuals as an inducement to join or upon joining our Group or as a compensation for loss
of office in respect of the three years ended December 31, 2008, 2009 and 2010. Further,
none of our Directors had waived any remuneration during the same period.

Save as disclosed above, no other payments have been paid or are payable, in
respect of the years ended December 31, 2008, 2009 and 2010, by us or any of our
subsidiaries to our Directors.

EMPLOYEES

As at the December 31, 2010, we had 1,157 employees. Since our inception, we have
not experienced any strikes or other labor disputes which materially affected our business
activities. We consider our labor relations to be good.

The remuneration package of our employees mainly includes salaries, discretionary
bonuses and contributions to mandatory social security funds. As required by the PRC
regulations, we participate in various defined pension schemes for our employees, including
those organized by provincial or municipal governments as well as supplemental pension
schemes. The employees covered by such scheme include our Directors, Supervisors and
senior management personnel. Bonuses are generally discretionary and based on the overall
performance of our business. For the years ended December 31, 2008, 2009 and 2010, we
incurred staff costs of approximately RMB72.1 million, RMB119.4 million and RMB184.3
million, respectively, representing 3.2%, 2.5% and 5.1%, of our revenue for those periods,
respectively. The total amount of contributions we made for welfare plans, including social
security funds and housing accumulation funds for the years ended December 31, 2008, 2009
and 2010, were approximately RMB31 million, RMB36 million and RMB45 million,
respectively.
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So far as the Directors are aware, each of the following persons (other than our
Directors or chief executive) will, immediately following completion of the Global Offering
(without taking into account the H Shares which may be issued upon the exercise of the Over-
allotment Option), has an interest or short position in Shares or underlying Shares which
would be required to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or, who will, directly or indirectly, be
interested in 10% or more of the nominal value of any class of share capital carrying rights to
vote in all circumstances at our general meetings:

Approximate
percentage of
shareholding in the
total share capital
of the Company

Approximate
percentage of
shareholding in the
relevant class of

Number of Shares
held immediately
after the Global

Shares after the after the Global

Class of Offering and Global Offering Offering and
Shares held assuming the and assuming the assuming the
“Global  Natureof  Optionjenmet  Optionisnot  Optionisnot
Shareholder Offering interest exercised exercised(® exercised®
BEIH® .......... Domestic Beneficial 4,112,300,189(L) 93.18% 57.57%
Shares interest and
interest of
controlled
company
BSAMAC® ....... Domestic Beneficial 4,331,638,749(L) 98.15% 60.64%
Shares interest and
interest of
controlled
company
BEETI®) ......... H Shares Beneficial 219,200,000(L) 8.03% 3.07%
interest
Barclays® ........ H Shares Beneficial 153,450,000(L) 5.62% 2.15%
interest
Barclays PLC™ ... H Shares Interest of 153,450,000(L) 5.62% 2.15%
controlled
company
SAIF Partners IV H Shares Beneficial 209,676,000(L) 7.68% 2.94%
LP.®. .. ....... interest
SAIF IV GP,
LP.O® . . ... ..... H Shares Interest in 209,676,000(L) 7.68% 2.94%
controlled
company
SAIF IV GP Capital
Ltd.® ... ...... H Shares Interest in 209,676,000(L) 7.68% 2.94%
controlled
company
Andrew Y. Yan® .. H Shares Interestin 209,676,000(L) 7.68% 2.94%
controlled
company
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Notes:

(1) The calculation is based on the percentage of shareholding in Domestic Shares or H Shares (as applicable) of the Company
after the Global Offering and the mid-point of the indicative Offer Price range.

(2) The calculation is based on the total number of 7,142,840,000 Shares in issue after the Global Offering and the mid-point of
the indicative Offer Price range.

(3) BEIH is beneficially interested in 4,085,996,716 Domestic Shares, representing 57.20% of the total share capital of the
Company. BEIH wholly owns BIEE and therefore, is deemed to be interested in 26,303,473 Domestic Shares held by BIEE,
representing 0.37% of the total share capital of the Company.

(4) BSAMAC is beneficially interested in 219,338,560 Domestic Shares, representing 3.07% of the total share capital of the
Company. BSAMAC wholly owns BEIH and therefore, is deemed to be interested in 4,112,300,189 Domestic Shares held by
BEIH and BIEE, representing 57.57% of the total share capital of the Company.

(5) BEETI is beneficially interested in 219,200,000 H Shares, representing 3.07% of the total share capital of the Company.

(6) Barclays holds 153,450,000 H Shares, representing 2.15% of the total share capital of the Company immediately after the
Global Offering (assuming the Over-allotment Option has not been exercised), which is expected to be 5.62% of the total
H Shares in issuance at that time. Barclays entered into a transaction in May 2010 with an Independent Third Party for
which it passed through the economic interests on 137,008,928 of those Shares but retained all rights and obligations as a
shareholder in all of the Shares and is subject to the applicable lock-ups. By virtue of such transaction, Barclays may need
to report such transaction as a short position for the purposes of Part XV of the SFO.

(7) Barclays PLC wholly owns Barclays and therefore, is deemed to be interested in 153,450,000 H Shares held by Barclays,
representing 2.15% of the total share capital of the Company immediately after the Global Offering (assuming the Over-
allotment Option has not been exercised), which is expected to be 5.62% of the total H Shares in issuance at that time.

(8) SAIF Partners IV L.P., an exempted limited partnership registered in the Cayman lIslands, is beneficially interested in
209,676,000 H Shares, representing 2.94% of the total share capital of the Company.

(9) SAIF Partners IV L.P. is an exempted limited partnership registered in the Cayman Islands whose sole general partner is
SAIF IV GP, L.P., a limited partnership established in the Cayman Islands. SAIF IV GP, L.P. holds the entire voting power of
SAIF Partners IV L.P. The sole general partner of SAIF IV GP, L.P. is SAIF IV GP Capital Ltd., an exempted limited liability
company incorporated in the Cayman Islands, which is wholly owned and controlled by Mr. Andrew Y. Yan. SAIF IV GP
Capital Ltd. holds the entire voting power of SAIF IV GP, L.P. Therefore, each of SAIF IV GP, L.P., SAIF IV GP Capital Ltd.
and Mr. Andrew Y. Yan is deemed to be interested in 209,676,000 H Shares held by SAIF Partners IV L.P., representing
2.94% of the total issue share capital of the Company.

For those who are directly and/or indirectly interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all circumstances at general
meetings of any other member of the Group, please see “Appendix IX—Statutory and
General information—4. Disclosure of Interests—C Interests of the substantial shareholders
of any member of the Group (other than our Company)”.

Save as disclosed in this prospectus, the Directors are not aware of any person who
will, immediately following the Global Offering, have an interest or short position in Shares or
underlying Shares which would be required to be disclosed to our Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, directly or
indirectly, be interested in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of our Company.

We are not aware of any arrangement which may result in any change of control in our
Company at any subsequent date.
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SHARE CAPITAL

As at the date of this prospectus, the registered share capital of the Company is
RMB5,000,000,000, divided into 5,000,000,000 Shares with a nominal value of RMB1.00
each.

Assuming the Over-allotment Option is not exercised, the share capital of the
Company immediately after the Global Offering will be as follows:

Approximate

Number of percentage to
Shares Description of shares total share capital
4,413,066,000 Domestic Shares() ... ... .. . i 61.78%
372,650,000 H Shares converted from unlisted foreign Shares held by BEETI and

Barclays . . ... 5.22%
2,357,124,000 H Shares issued and sold under the Global Offering@ ............ 33.00%
7,142,840,000 100%
Notes:

(1) These Domestic Shares are held by BEIH, BIEE, BDHG, Shenghui and BSAMAC.

(2) 214,284,000 Domestic Shares (assuming no exercise of the Over-allotment Option) will be converted into H Shares to be
offered for sale by the Selling Shareholders. Please see the section headed “Structure of the Global Offering-The Selling
Shareholders”.

Assuming the Over-allotment Option is exercised in full, the share capital of the
Company immediately after the Global Offering will be as follows:

Approximate

Number of percentage to
Shares Description of shares total share capital
4,380,924,000 Domestic Shares(!) ... .. ... . . .. 58.69%
372,650,000 H Shares converted from unlisted foreign Shares held by BEETI and

Barclays . . ... 4.99%
2,710,686,000 H Shares issued and sold under the Global Offering@ ............ 36.32%
7,464,260,000 100%
Notes:

(1) These Domestic Shares are held by BEIH, BIEE, BDHG, Shenghui and BSAMAC.

(2) 246,426,000 Domestic Shares (assuming full exercise of the Over-allotment Option) will be converted into H Share to be
offered for sale by the Selling Shareholders. Please see the section headed “Structure of the Global Offering-The Selling
Shareholders”.

The above tables assume the Global Offering becomes unconditional and is
completed.

Our Shares

Upon completion of the Global Offering, our Domestic Shares and H Shares are both
ordinary shares in the share capital of our Company. H Shares may only be subscribed for
and traded in Hong Kong dollars. Domestic Shares, on the other hand, may only be
subscribed for and traded in Renminbi. Apart from certain qualified domestic institutional
investors in the PRC, H Shares generally cannot be subscribed for by or traded between legal
or natural persons of the PRC. Domestic Shares, on the other hand, can only be subscribed
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for by and traded between investors of the PRC. We must pay all dividends in respect of
H Shares in Hong Kong dollars and all dividends in respect of Domestic Shares in Renminbi.

Our Promoters hold all existing Domestic Shares and unlisted foreign Shares as
promoter shares (as defined in the Company Law). Under the Company Law, promoter
shares may not be sold within a period of one year from August 25, 2010, on which we were
organized as a joint stock limited company. This lock-up period will expire on August 24,
2011. The Company Law further provides that in relation to the public share offering of a
company, the shares of the company which have been issued prior to the offering shall not be
transferred within one year from the date of the listing on any stock exchange. In addition, on
April 15, 2011, two of the Promoters, BEETI and Barclays undertook that they will not transfer
any interest in Shares held by them prior to the Listing for a period of one year following the
Listing Date. Upon the approval of the State Council or its authorized regulatory departments
and with the consent of the Stock Exchange, the Domestic Shares and unlisted foreign
Shares may be converted into H Shares.

Except as described in this prospectus and in relation to the dispatch of notices and
financial reports to our Shareholders, dispute resolution, registration of Shares in different
parts of our register of Shareholders, the method of share transfer and the appointment of
dividend receiving agents, which are all provided for in the Articles of Association and
summarized in Appendix VII, our Domestic Shares and our H Shares will rank pari passu with
each other in all respects and, in particular, will rank equally for all dividends or distributions
declared, paid or made after the date of this prospectus. However, the transfer of Domestic
Shares is subject to such restrictions as PRC law may impose from time to time.

Under our Articles of Association, any change or abrogation of the rights of class
shareholders should be approved by way of a special resolution of the general meeting of
shareholders and by a separate meeting of shareholders convened by the affected class
shareholders. However, as provided in our Articles of Association, the procedures for the
approval by separate class shareholders shall not apply (i) where we issue, upon approval by
a special resolution of our Shareholders in a general meeting, either separately or
concurrently in any twelve-months period, not more than 20% of each of the existing issued
Domestic Shares and H Shares; (ii) where the plan for the issue of Domestic Shares and
H Shares upon the Company’s establishment is implemented within fifteen months following
the date of approval by the authorized securities regulatory authorities of the State Council; or
(iii) upon the transfer of our Domestic Shares held by the holders of our Domestic Shares to
overseas investors and the listing and trading of such transferred shares shall have obtained
the approval of the authorized securities regulatory authorities of the State Council.

Save for the Global Offering, we do not propose to carry out any public or private issue
or to place securities simultaneously with the Global Offering or within the next six months.
We have not approved any share issue plan other than the Global Offering.

CONVERSION OF OUR DOMESTIC SHARES AND UNLISTED FOREIGN SHARES INTO
H SHARES

Conversion of Domestic Shares

According to the stipulations by the State Council’s securities regulatory authority and
the Articles of Association, our Domestic Shares may be transferred to overseas investors,
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and such transferred shares may be listed or traded on an overseas stock exchange provided
that prior to the transfer and trading of such transferred shares any requisite internal approval
processes shall have been duly completed and the approval from the relevant PRC regulatory
authorities, including the CSRC, shall have been obtained. In addition, such transfer, trading
and listing shall in all respects comply with the regulations prescribed by the State Council’s
securities regulatory authorities and the regulations, requirements and procedures prescribed
by the relevant overseas stock exchange.

If any of our Domestic Shares are to be transferred to overseas investors and to be
traded as H Shares on the Stock Exchange, such transfer and conversion will need to obtain
the approval of the relevant PRC regulatory authorities including the CSRC. Approval of the
Stock Exchange is required for the listing of such converted shares on the Stock Exchange.
Based on the methodology and procedures for the transfer and conversion of our Domestic
Shares into H Shares as described in this section, we can apply for the listing of all or any
portion of our Domestic Shares on the Stock Exchange as H Shares in advance of any
proposed transfer to ensure that the transfer process can be completed promptly upon notice
to the Stock Exchange and delivery of shares for entry on the H Share Register. As any listing
of additional shares after our initial listing on the Stock Exchange is ordinarily considered by
the Stock Exchange to be a purely administrative matter, it does not require such prior
application for listing at the time of our initial listing in Hong Kong.

No class shareholder voting is required for the listing and trading of the transferred
shares on an overseas stock exchange. Any application for listing of the converted shares on
the Stock Exchange after our initial listing is subject to prior notification by way of
announcement to inform shareholders and the public of any proposed transfer. The relevant
procedural requirements for the transfer and conversion of the Domestic Shares to H Shares
are:

(1) The holder of Domestic Shares is to obtain the requisite approval of CSRC or the
authorized securities approval authorities of the State Council for the transfer of all
or part of its Domestic Shares into H Shares.

(2) The holder of Domestic Shares is to issue to us a removal request in respect of a
specified number of the Shares attaching the relevant documents of title.

(3) Subject to obtaining the approval of the Board, we would then issue a notice to the
H Share Registrar with instructions that, with effect from a specified date, our H
Share Registrar is to issue the relevant holders with H share certificates for such
specified number of Shares.

(4) Such specified number of Domestic Shares to be transferred to H Shares are then
re-registered on the H share register maintained in Hong Kong on the condition
that:

(a) our H Share Registrar lodges with the Hong Kong Stock Exchange a letter
confirming the proper entry of the relevant H Shares on the H share register
and the due dispatch of H share certificate; and

(b) the admission of the H Shares (converted from Domestic Shares) to trade in
Hong Kong will comply with the Hong Kong Listing Rules and the General
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Rules of CCASS and the CCASS Operational Procedures in force from time
to time.

(5) Upon completion of the transfer and conversion, the shareholding of the relevant
holder of Domestic Shares in our domestic share register will be reduced by such
number of Domestic Shares transferred and the number of H Shares in the
H share register will correspondingly be increased by the same number of Shares.

(6) We will comply with the Listing Rules to inform our shareholders and the public by
way of an announcement of such fact not less than three days prior to the
proposed effective date.

Conversion of Unlisted Foreign Shares

Upon completion of the Global Offering, unlisted foreign Shares held by BEETI and
Barclays will be converted to H Shares on a one-for-one basis and will be listed for trading on
the Stock Exchange.

SHARE LOCK-UP

Upon completion of the Global Offering, the Domestic Shares and H Shares converted
from unlisted foreign shares will be subject to the following regulatory transfer restrictions (as
applicable)

® Under the Company Law, Shares which have been issued before we publicly
issue Shares are prevented from being transferred within one year from the date
of listing on a stock exchange;

® Under the Listing Rules, BEIH as our controlling shareholder is prevented from,
among others (i) disposing of or agreeing to dispose any of the Shares for a period
of six months from he date of listing on the Hong Kong Stock Exchange; and
(i) during a period of six months thereafter, disposing of or agreeing to dispose of
any of the Shares if, immediately after such disposition, it would cease to be our
controlling shareholder.

Upon any re-registration of the Shares held by BEIH, BIEE, BDHG, BSAMAC and
Shenghui on our Hong Kong branch share register, the Shares held by BEIH, BIEE, BDHG,
BSAMAC and Shenghui will remain subject to the above transfer restrictions under the
Company Law and Listing Rules to the extent that such restrictions have not expired.
H Shares converted from unlisted foreign shares will also remain subject to the above transfer
restrictions under the Company Law to the extent that such restrictions have not expired.

SALE OF THE SALE SHARES

In accordance with relevant PRC regulations regarding disposal of State-owned
shares, In the event of an initial public offering or a share placement to public shareholders in
overseas securities markets by a PRC joint stock company in which the State has an interest,
such company shall dispose of its State-owned shares representing 10% of the amount
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received from such offering or placement. Proceeds generated from the disposal of such
State-owned shares shall be remitted to the NSSF.

We made a proposal to the SASAC in connection with the transfer of up to an
aggregate of 246,428,550 Shares in accordance with the relevant PRC regulations by the
Selling Shareholders to the NSSF. Such proposal was approved by the SASAC on
September 28, 2010. The conversion of those Shares into H Shares was approved by the
CSRC on April 29, 2011. Pursuant to a letter issued by the NSSF (Shebaojijingfa (2010)
No. 172) on December 1, 2010, the NSSF authorized us to sell those Shares currently
registered under the names of the Selling Shareholders as the Sale Shares in the Global
Offering. Please see the section headed “Structure of the Global Offering—The Selling
Shareholders”. We have been advised by our PRC legal counsel, Tian Yuan Law Firm, that
such sale and conversion have been approved by the relevant PRC authorities and are legal
under PRC law.

REGISTRATION OF SHARES NOT LISTED ON OVERSEAS STOCK EXCHANGE

According to <BARBEAN ETARIEEESM LB AR SR E A B S EAE ) (the Notice of
Centralized Registration and Deposit of Non-overseas Listed Shares of Companies Listed on
an Overseas Stock Exchange) issued by the CSRC, an overseas listed company is required
to register its shares that are not listed on the overseas stock exchange with China Securities
Depository and Clearing Corporation Limited within 15 working days upon listing.

GENERAL MANDATE TO ISSUE SHARES

Subject to the completion of the Global Offering, our Board has been granted a general
mandate to allot and issue Domestic Shares and H Shares at any time, either separately or
concurrently, within a period of up to the date of the conclusion of the next annual general
meeting of the Shareholders or the date on which our Shareholders pass a special resolution
to revoke or change such mandate, whichever is earlier, upon such terms and conditions and
for such purposes and to such persons as our Board in their absolute discretion deem fit, and
to make necessary amendments to the Articles of Association and to file such amendments to
the relevant administration bureau for industry and commerce for registration, provided that,
the number of Domestic Shares or H Shares to be issued shall not exceed 20% of the
number of each of our Domestic Shares and H Shares in issue, respectively, as at the Listing
Date.

Furthermore, we need to obtain approvals from the CSRC and other relevant PRC
authorities for the actual issuance of H Shares and Domestic Shares.

For more details of this general mandate, please see “Appendix IX—Statutory and
General Information—1. Further Information About the Company—C Proceedings at the
Company’s shareholders’ meeting held on November 16, 2010”.
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The Cornerstone Placing

We have entered into placing agreements with the following investors (each a
“Cornerstone Investor”, collectively, the “Cornerstone Investors”), who in aggregate have
agreed to subscribe at the Offer Price for such number of Offer Shares that may be
purchased with an aggregate amount of HK$740.7 million (or equivalent). Assuming an Offer
Price of HK$1.86, the mid-point of the estimated Offer Price range set forth in this prospectus,
the total number of H Shares to be subscribed for by the Cornerstone Investors would be
approximately 398,222,000 H Shares, representing approximately 5.58% of our total issued
and outstanding share capital or 14.59% of the H Shares immediately after the completion of
the Global Offering (assuming the Over-allotment Option is not exercised). Each of the
Cornerstone Investors is an Independent Third Party not connected with us and will not be a
substantial shareholder of the Company upon Listing and during the six-month lock-up period
as described below. All H Shares to be held by the Cornerstone Investors will be counted as
part of our public float.

The cornerstone placing forms part of the International Offering. None of the
Cornerstone Investors will subscribe for any Offer Shares under the Global Offering other
than pursuant to the respective placing agreement. Immediately following the completion of
the Global Offering, no Cornerstone Investor will have any board representation in the
Company. The Offer Shares to be subscribed for by the Cornerstone Investors will not be
affected by any reallocation of the Offer Shares between the International Offering and the
Hong Kong Public Offering in the event of over-subscription under the Hong Kong Public
Offering as described in the section headed “Structure of the Global Offering—The Hong
Kong Public Offering.” Details of the allocations to the Cornerstone Investors will be disclosed
in the announcement of results of allocations for the Hong Kong Public Offering to be
published on July 7, 2011.

Our Cornerstone Investors

We set forth below a brief description of our Cornerstone Investors:

SAIF Partners 1V L.P.

SAIF Partners IV L.P. has agreed to subscribe for such number of H Shares (rounded
down to the nearest whole board lot of 2,000 H Shares) which may be purchased with an
aggregate amount of HK$390 million (or equivalent) at the Offer Price. Assuming an Offer
Price of HK$1.86 (being the mid-point of the Offer Price range set forth in this prospectus).
SAIF Partners IV L.P. would subscribe for approximately 209,676,000 H Shares, representing
approximately 7.68% of the H Shares and approximately 2.94% of our total issued share
capital immediately after the completion of the Global Offering (assuming the Over-allotment
Option is not exercised).

SAIF Partners IV L.P. is an exempted limited partnership registered in the Cayman
Islands on September 11, 2009. SAIF Partners IV L.P. is an investment fund managed by
SAIF Partners and its affiliates. SAIF Partners is a leading private equity firm that provides
growth capital to companies in Asia.
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Goldwind New Energy (HK) Investment Limited

Goldwind New Energy (HK) Investment Limited (“Goldwind New Energy”) has agreed
to subscribe for such number of H Shares (rounded down to the nearest whole board lot of
2,000 H Shares) which may be purchased with an aggregate amount of HK$116.7 million at
the Offer Price. Assuming an Offer Price of HK$1.86 (being the mid-point of the Offer Price
range set forth in this prospectus). Goldwind New Energy would subscribe for approximately
62,740,000 H Shares, representing approximately 2.30% of the H Shares and approximately
0.88% of our total issued share capital immediately after the completion of the Global Offering
(assuming the Over-allotment Option is not exercised).

Goldwind New Energy is a limited liability company incorporated in Hong Kong and is
wholly owned by Xinjiang Goldwind Science & Technology Co., Ltd. (“Xinjiang Goldwind”).
Goldwind New Energy is mainly engaged in wind power project investment, development and
construction. Xinjiang Goldwind is one of the largest wind turbine manufacturers in the world
with operations in Asia, Australia, Europe and the Americas.

Hero Asia Investment Limited

Hero Asia Investment Limited (“Hero Asia”) has agreed to subscribe for such number
of H Shares (rounded down to the nearest whole board lot of 2,000 H Shares) which may be
purchased with an aggregate amount of HK$234 million at the Offer Price. Assuming an Offer
Price of HK$1.86 (being the mid-point of the Offer Price range set forth in this prospectus),
Hero Asia would subscribe for approximately 125,806,000 H Shares, representing
approximately 4.61% of the H Shares and approximately 1.76% of our total issued share
capital immediately after the completion of the Global Offering (assuming that the Over-
allotment Option is not exercised).

Hero Asia is a wholly-owned subsidiary of China Longyuan Power Group Corporation
Limited (“China Longyuan”) and incorporated in Hong Kong with investment as its main
business. China Longyuan is the largest wind power generation company in the PRC and
listed on the Stock Exchange (stock code: 00916).

Conditions Precedent

The subscription obligation of each Cornerstone Investor is subject to, among other
things, the following conditions precedents (i) the Hong Kong Underwriting Agreement and
the International Underwriting Agreement having been entered into and having become
unconditional (in accordance with their respective original terms or as subsequently varied by
agreement of the parties thereto) and not having been terminated; and (ii) the Listing
Committee of the Hong Kong Stock Exchange having granted the Listing of, and permission
to deal in, the H Shares and that such approval or permission has not been revoked.

Restrictions on the Cornerstone Investors’ Investment

Each of the Cornerstone Investors has agreed that, without the prior written consent of
the Company and the Joint Bookrunners, it will not, whether directly or indirectly, at any time
during the period of six (6) months following the Listing Date, dispose of (as defined in the
relevant placing agreement) any of the H Shares or any interest in any company or entity
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holding any of the relevant H Shares, other than in certain limited circumstances such as
transfers to any wholly-owned subsidiary or affiliate of such Cornerstone Investor provided
that, among others, such wholly-owned subsidiary or affiliate undertakes to, and the
Cornerstone Investor undertakes to procure that such subsidiary or affiliate will, abide by the
terms and restrictions imposed on the Cornerstone Investor.

268



FINANCIAL INFORMATION

The following discussion and analysis should be read in conjunction with
our consolidated audited financial statements as at and for the years ended
December 31, 2008, 2009 and 2010 included in the Accountants’ Report in
Appendix I, together with the accompanying notes, included elsewhere in this
prospectus. The consolidated financial statements included in the Accountants’
Report (Consolidated Financial Statements) have been prepared in accordance
with IFRSs.

This discussion contains forward-looking statements that reflect current
views of management and involve risks and uncertainties. Our actual results may
differ materially from those anticipated in these forward-looking statements as a
result of many factors, including but not limited to, those described under “Risk
Factors” and elsewhere in this prospectus.

OVERVIEW

We are the largest gas-fired power provider in Beijing and a leading wind power
operator in the PRC. Our business has two segments: our gas-fired power and heat energy
generation segment and wind power segment. Our remaining business includes hydropower
and other businesses.

Gas-fired power and heat energy generation segment

In our gas-fired power and heat energy generation segment, we primarily sell electricity
to local grid companies and heat to BDHG or directly to commercial and residential end users
in Beijing. We had two gas-fired cogeneration plants and one gas-fired heat energy
generation plant in operation with a consolidated installed capacity of 1,190.00 MW and a
consolidated installed heat energy generation capacity of 1,045.00 MW as at December 31,
2010, all of which were located in Beijing. As at December 31, 2010, we also had a gas-fired
cogeneration plant under construction in Beijing with a capacity under construction of 838.20
MW and a heat energy generation capacity under construction of 592.00 MW. According to
Beijing Electric Power Industry Association (b= 11731 &), we were the largest gas-fired
power provider in Beijing, in terms of our consolidated installed gas-fired power capacity as at
December 31, 2008, 2009 and 2010, which accounted for approximately 65%, 61% and 61%,
respectively, of the total gas-fired power installed capacity in Beijing. As at December 31,
2010, our total heat energy supply coverage area was 17 million m2, accounting for 73.9% of
the gas-fired cogeneration centralized heat energy supply in Beijing according to BDHG. In
2008 and 2009, sales from our gas-fired power business segment were RMB1,163.7 million
and RMB1,893.1 million, which represented 86.9% and 78.6% of our total reportable segment
revenue', respectively. For the year ended December 31, 2010, sales from our gas fired
power business segment were RMB2,553.8 million, which represented 70.1% of our total
reportable segment revenue. During the Track Record Period, we purchased natural gas from
Beijing Gas Group, which was our only natural gas supplier.

1 Total reportable segment revenue is disclosed in note 46 to the Accountants’ Report in Appendix |, which excludes revenue
from concession construction arrangements.
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Wind power segment

In our wind power segment, we sell electricity to local grid companies. As at
December 31, 2009 and 2010, we were the sixth and eighth largest wind power operator in
the PRC, respectively, in terms of consolidated connected capacity, according to the
HydroChina Report. As at December 31, 2008, 2009 and 2010, our consolidated installed
capacity accounted for approximately 1.4%, 3.1% and 2.4%, respectively, of China’s total
wind power installed capacity, according to WWEA. As at December 31, 2010, we had 16
wind farms in operation with consolidated installed capacity of 1,058.75 MW and 9 wind farms
under construction with a consolidated capacity under construction of 393.00 MW. As at the
Latest Practicable Date, our wind farms in operation were strategically located in Inner
Mongolia, Beijing and Liaoning Province, and we had wind farms under construction in Inner
Mongolia, Ningxia and Beijing. In 2008 and 2009, sales from our wind power segment were
RMB115.3 million and RMB367.8 million, which represented 8.6% and 15.3% of our total
reportable segment revenue, respectively. For the year ended December 31, 2010, sales
from our wind power segment were RMB1,032.5 million, which represented 28.3% of our total
reportable segment revenue.

Hydropower and other businesses

Our hydropower and other businesses consists primarily of sales of electricity to local
grid companies generated through other clean energy production methods, such as
hydropower and biomass. We have leveraged our established market position in wind and
gas-fired power and heat energy generation segment to expand into hydropower and other
businesses in southwest China and northern China. Our consolidated installed capacity in our
hydropower and other businesses was 6.40 MW (excluding the 24.00 MW installed capacity
of Shandong Jingneng Straw-fired Biomass Power Plant, which was divested in January
2011) as at December 31, 2010. In 2008 and 2009, sales from our hydropower and other
businesses were RMB59.5 million and RMB148.9 million, which represented 4.4% and 6.2%
of our total reportable segment revenue respectively. For the year ended December 31, 2010,
sales from our hydropower and other businesses were RMB56.6 million, which represented
1.6% of our total reportable segment revenue.

BASIS OF PRESENTATION

The following discussion and analysis is based on the Consolidated Financial
Statements which were prepared based on the Reorganization, including certain transfers of
equity interests between us and BEIH, in order to reorganize our group structure to prepare
for listing on the Stock Exchange. Please refer to note 2, “Basis of Preparation” included in
the Accountants’ Report in Appendix | for further details.

We present below certain supplemental financial measures of our performance. We
believe these measures are useful indicators of our financial performance and results of
operations over time as they primarily reflect the recurring results of our operations, as
discussed in detail below. These supplemental financial measures are not required by, or
presented in accordance with IFRSs. Other companies in our industry may calculate and
present these measures differently, making them uncomparable. Furthermore, these
supplemental financial measures do not measure our financial performance or liquidity under
IFRSs. They should not be considered as alternatives to any other performance measures

270



FINANCIAL INFORMATION

derived in accordance with IFRSs. Investors should review our consolidated statements of
comprehensive income and segment results, which are set forth in our Accountants’ Report in
Appendix | to this prospectus and are calculated in accordance with IFRSs, when evaluating
our overall performance.

Supplemental measures for the Group
Adjusted revenue

Our adjusted revenue (“Adjusted Revenue”) is calculated by using our total revenue,
subtracting service concession construction revenue, and adding government grants and
subsidies related to clean energy production. We believe that Adjusted Revenue is useful in
analyzing our financial performance and operating results. To calculate Adjusted Revenue,
we subtract service concession construction revenue from total revenue because it does not
affect our operating profit or profitability since the same amount of service construction cost is
recognized over the relevant period. We add government grants and subsidies related to
clean energy production because these grants and subsidies are generally recurring in nature
as they are provided to encourage us to build and operate gas-fired power plants and wind
farms. However, there is no guarantee that we will necessarily receive these government
grants and subsidies in the future as the amount of any such grants and subsidies depend on
various factors such as our profitability, existing on-grid tariffs and government policies.
Adjusted revenue is not a standard measure under IFRSs. See “—Significant Factors
Affecting Our Results of Operations and Financial Condition—Government grants and
subsidies” in this section.

Operating expenses

Our Operating Expenses (“Operating Expenses”) equal the sum of the following line-
items on our consolidated statements of comprehensive income: (i) gas consumption,
(i) service concession construction costs, (iii) depreciation and amortization, (iv) personnel
costs, (v) repairs and maintenance, (vi) other expenses and (vii) other gains and losses.
Operating Expenses are not standard measures under IFRSs.

Adjusted operating expenses

Our adjusted operating expenses (“Adjusted Operating Expenses”) represent our
Operating Expenses excluding service concession construction costs. Service concession
construction cost does not affect our operating profit or profitability because the same amount
of service concession construction revenue is recognized over the relevant period and we
sub-contract substantially all construction activities to third parties. Adjusted Operating
Expenses are not standard measures under IFRSs.

Adjusted operating profit and adjusted operating margin

Our adjusted operating profit (“Adjusted Operating Profit”) is calculated by
subtracting our Adjusted Operating Expenses from our Adjusted Revenue. Our Adjusted
Operating Profit Margin (“Adjusted Operating Profit Margin”) represents our Adjusted
Operating Profit divided by our Adjusted Revenue. Adjusted Operating Profit is not a standard
measure under IFRSs.
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Supplemental measures by segment

Adjusted revenue for each business segment (“Adjusted Segment Revenue”) equals
the sum of total revenue for the respective segment (which excludes any service concession
construction revenue) and any government grants and subsidies related to clean energy
production related to that segment. Adjusted Segment Revenue is not a standard measure
under IFRSs.

Adjusted operating profit for each business segment (“Adjusted Segment Operating
Profit / (Loss)”) represents our reportable segment profit (or loss) excluding non-recurring
other income items relating to the segment but includes government grants and subsidies
relating to clean energy production for the segment as such grants and subsidies are
generally recurring in nature. Adjusted Segment Operating Profit / (Loss) is calculated by
subtracting (i) other income for the segment from (ii) the reportable segment profit or loss of
the respective segment (which excludes any service concession construction revenue or
costs) and adding (iii) any government grants and subsidies relating to clean energy
production for that segment. Adjusted Segment Operating Profit/(Loss) is not a standard
measure under IFRSs.

Adjusted operating margin for each business segment (“Adjusted Segment
Operating Profit/(Loss) Margin”) is calculated by dividing (i) Adjusted Segment Operating
Profit/(Loss) by (ii) Adjusted Segment Revenue. Adjusted Segment Operating Profit/(Loss)
Margin is not a standard measure under IFRSs.

SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND
FINANCIAL CONDITION

During the Track Record Period, our results of operations and financial condition have
been most significantly affected by the following factors:

Segment and business mix

As the operating margins of our wind and gas-fired power and heat energy generation
segments differ, our results of operations and operating profit margin are affected by changes
in our business mix. For the operating profit and operating profit margin of each of our
segments, see “—Results of Operations” in this Financial Information section.

Our results of operations over the Track Record Period were affected by the relative
size and performance of our wind power and gas-fired power and heat energy generation
segments. For instance, in 2008, 2009 and 2010, our overall Adjusted Segment Operating
Profit Margin was 11.5%, 11.4% and 19.3%, respectively. Over this period, the Adjusted
Segment Operating Profit Margin of our gas-fired power and heat energy generation segment
declined from 11.3% in 2008 to 8.2% in 2009 but increased to 10.9% in 2010. However, the
Adjusted Segment Operating Profit Margin of our wind power segment increased from 7.2%
in 2008 to 38.6% in 2009 and further to 49.9% in 2010, mainly due to the further expansion of
our wind power segment and the optimization of our operational efficiency of our wind farms
in 2009 and 2010.

The revenue growth from our wind power segment started to outpace that of the
gas-fired power and heat energy generation segment commencing in 2009. However, we
expect the performance of our gas-fired power and heat energy generation segment to have a
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relatively greater impact on our total Adjusted Operating Margin as we start to increase our
capacity in the gas-fired power and heat energy generation segment in 2012. We also aim to
take advantage of clean-energy opportunities by prudently diversifying our projects and
business lines within each segment based on various factors including general market
conditions and government incentives. As such, changes to our segment and business mix
may continue to affect our profit margins and profitability over time.

Business expansion

Our results of operations during the Track Record Period have been significantly
affected by the growth in our consolidated installed capacity. Our consolidated installed
capacity has increased from 1,361.40 MW as at December 31, 2008 to 2,007.65 MW as at
December 31, 2009 and further to 2,255.15 MW as at December 31, 2010, representing a
CAGR of 28.70% from 2008 to 2010. Between 2008 to 2010, we experienced significant
revenue growth, with our Adjusted Revenue increasing from RMB1,809.8 million in 2008 to
RMB4,063.3 million in 2010, representing a CAGR of 49.8% from 2008 to 2010.

The table below sets forth our consolidated installed capacity, revenue and reportable
segment profit as at or for the period indicated.

As at or for the year
ended December 31,

2008 2009 2010
Gas-fired power and heat energy generation segment
Consolidated installed capacity (MW) . ........... ... ... .... 1,190.00 1,190.00 1,190.00
Consolidated heat energy generation capacity (MW) ........... 1,045.00 1,045.00 1,045.00
Revenue (RMB'O00) . . ....oouit e 1,163,718 1,893,108 2,553,763
Reportable segment profit / (loss) (RMB'000) ................. 186,108 286,542 466,490
Wind power segment
Consolidated installed capacity (MW) . ....................... 165.00 811.25 1,058.75
Revenue (RMB'O00) . . ....oouit e 115,305 367,800 1,032,494
Reportable segment profit / (loss) (RMB'000) ................. 32,340 184,289 556,838
Hydropower and other businesses
Consolidated installed capacity (MW) . ....................... 30.40M 30.40M 30.40M
Revenue (RMB'O00) . ... .ot e 59,495 148,864 56,561
Reportable segment profit / (loss) (RMB'000) ................. 21,332 (1,178)  (51,927)
Notes:

(1) Includes the 24.00 MW installed capacity of Shandong Jingneng Straw-fired Biomass Power Plant, which was divested in
January 2011.

Our consolidated installed capacity in our gas-fired power and heat energy generation
segment grew during 2008 as a result of the addition of new power plants. In May 2008, we
commenced operation of our Taiyanggong Power Plant in Beijing, which added 780.00 MW to
our consolidated installed capacity. In December 2008, we commenced operation of our
Jinggiao Power Plant Phase | in Beijing. During the Track Record Period, we generated
revenue from sales of electricity and heat energy generated from Taiyanggong Power Plant
and Jingfeng Power Plant, as well as sales of heat energy generated by Jinggiao Power Plant
Phase I. As at December 31, 2010, we had a gas-fired cogeneration plant under construction
in Beijing with an estimated installed capacity of 838.20 MW and two pipeline gas-fired
cogeneration projects in Beijing with a consolidated estimated capacity of approximately
1,000.00 MW.
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Our wind power segment’s consolidated installed capacity has increased as a result of
the addition of operating wind farms during the Track Record Period. For information about
the addition of operating wind farms during the Track Record Period, see “Business—OQOur
Wind Power Business—Description of our Wind Farms.” We also had a portfolio of pipeline
wind power projects suitable for future development with a consolidated estimated capacity of
approximately 3,039.50 MW as at December 31, 2010.

Changes in on-grid tariffs

We generate the majority of our income from sales of electricity to local grid
companies. We sell electricity at the on-grid tariffs approved by the relevant PRC pricing
authorities, as described below. Our results of operations are therefore directly affected by
changes in on-grid tariffs.

Gas-fired power and heat energy generation segment

We sell all the electricity generated from our gas-fired power plants to local grid
companies under the PPAs we enter into with local grid companies in accordance with
applicable PRC regulations. We also sell the heat energy generated from Taiyanggong Power
Plant and the Jinggiao Power Plant to BDHG under heat energy supply agreements, or
HESAs, which then distribute the heat energy to industrial or residential end users in Beijing,
while our Jingfeng Power Plant generally enters into HESAs directly with end users. The
on-grid tariff for a PPA is reviewed and determined by the relevant pricing authorities and
approved by the NDRC. The price for heat energy in a HESA is generally a government fixed
price or government guided price, as determined by the relevant pricing authorities or other
authorized government entities. For details about PPAs and HESAs, please refer to the
section headed “Business—Overview—Gas-fired Power and Heat Energy Generation
Business”.

According to the Provisional Measures for the Administration of On-grid Tariff (L
MEEE Y 1THRL)) issued by the NDRC in 2005, provincial pricing bureaus determine on-grid
tariffs for our gas-fired power plants. These tariffs generally reflect production costs plus a
reasonable investment return. Other consideration factors include fuel type, cost structure,
economic life of the facilities and applicable tax rates. In addition, once the on-grid tariff is
approved, provincial pricing bureaus may adjust the tariff in the event of material changes,
such as a dramatic fluctuation in the market price of natural gas.

On May 27, 2011, the NDRC announced a further tariff increase in various provinces
and municipalities in China to cope with the energy price increases, including in Beijing.
Accordingly, the on-grid tariff for gas-fired power in Beijing would increase by RMB0.01 per
kWh. As government grants and subsidies related to our gas-fired power generation are
expected to continue until the controlled price of on-grid tariffs reaches a level which provides
us with a reasonable income and return, and that there is generally an inverse correlation
between the amount of such government grants and subsidies and the on-grid tariffs, we
believe that such tariff increase would not have a significant impact on our future business
operations and financial results.

Our gas-fired power plants are entitled to a higher on-grid tariff than coal-fired power
plants in Beijing, mainly due to the price differences between natural gas and coal, as well as
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government policies encouraging the utilization of natural gas, which is more environmentally
friendly than coal.

The table below sets out details of the weighted average on-grid tariffs for electricity
from our gas-fired power plants for the years indicated:

For the year ended
December 31,

2008 2009 2010
(RMB/kWh)
Weighted average on-grid tariff()
Including VAT ... 0.4202 0.4825 0.5211
Excluding VAT ... 0.3592 0.4124 0.4454

Note:

(1) The weighted average on-grid tariff equals the revenue from sales of electricity generated from gas-fired power plants that
commenced business operation, divided by our consolidated net power generation generated from gas-fired power plants
that commenced business operation in each respective period.

Wind power segment

Government authorities determine the on-grid tariffs for wind power projects in China.
According to the Circular regarding the Furtherance of On-grid Pricing Policy of Wind Power
(CBAoE % ) 8% 76 L A BEECK i A)) issued by the NDRC in 2009, which applies to all onshore
wind power projects approved after August 1, 2009, the on-grid tariff is determined based on
the location of such wind power projects. The PRC government has categorized China’s
onshore wind resources into four wind resource zones and applies a universal on-grid tariff to
all the wind power projects in the same wind resource zone. The benchmark on-grid tariffs
(including VAT) for the four wind resources zones are RMBO0.51, 0.54, 0.58 and 0.61 per kWh,
respectively. For wind power projects approved prior to August 1, 2009 but on or after
January 1, 2006, the on-grid tariff was determined by referring to either a “government guided
price” or a “government fixed price.” See “Regulatory Overview—IIl. Regulatory Requirements
Relating to Renewable Energies—4. Tariff and Cost Sharing Program” and “Industry
Overview—On-grid Tariff for Renewable Energies.”

For wind power projects approved on or prior to December 31, 2005, the PRC
government determines the on-grid tariff on a project-by-project basis after considering
various factors such as the wind resources, construction conditions and the on-grid tariffs of
other wind power projects in the same or neighboring areas under similar conditions.

In addition to the national benchmark on-grid tariffs, certain of our wind power projects
also benefit from supplementary on-grid tariff incentives to encourage wind power
development provided by local governments.

The table below sets forth our weighted average on-grid tariff for electricity from our
wind power projects for the years indicated.

Year ended December 31,

2008 2009 2010
(RMB per kWh)
Weighted average on-grid tariff()
InCluding VAT .. 0.5015 0.5412 0.5281
Excluding VAT ..o 0.4286 0.4626 0.4513
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Note:

(1) The weighted average on-grid tariff equals the revenue from electricity sales generated from wind farms that commenced
business operation, divided by the consolidated net power generation generated from wind farms that commenced business
operation in each respective period.

Our weighted average on-grid tariff (including VAT) was RMB0.5015 per kWh in 2008,
as our wind power business expanded into areas with higher government guided price, such
as Lumingshan Guanting Wind Farm Phase | in Beijing, which commenced operations in
2008. The decrease in the weighted average on-grid tariff (including VAT) of our wind power
projects from 2009 to 2010 reflected (i) higher on-grid tariffs as approved by relevant
government authorities that benefited some of our wind power projects established in 2008
and 2009 and (ii) our expansion into areas with abundant wind resources but lower on-grid
tariffs compared to earlier projects. For details about the on-grid tariff for our wind farms,
please refer to the section headed “Business—Our Wind Power Business—On-grid Tariffs.”
We expect the weighted average on-grid tariffs of our wind power projects will gradually have
an upward trend, or at least remain steady at the current level, as many of our new projects
are located in regions with comparatively higher fixed prices than the previously approved
tariffs.

Output and average utilization hours

Average utilization hours equals our consolidated gross power generation in a
specified period divided by our average consolidated installed capacity in the same period.

Gas-fired power and heat energy generation segment

The average utilization hours and associated output levels of a gas fired power plant
are affected by various factors, including, weather conditions, changes in the installed
capacity over a period, supply and demand for electricity and heat, and any planned or
unplanned suspension of operating units due to repair or system failure. With respect to the
sale of electricity, our gas-fired power plants are not subject to any specific restrictions on
utilization hours pursuant to the PPAs entered between us and the local grid companies.
There is no specific restriction on the output volume of heat energy in the HESAs we enter
into with heat energy distributors or end users, and our plants will supply heat energy to our
customers based on their requirements. Heat energy distributors are obliged to pay for the
actual heat energy volume incurred.

For the years ended December 31, 2008, 2009 and 2010, the average utilization hours
of gas-fired power generation operation of our gas-fired power plants amounted to 3,575
hours, 3,239 hours and 4,237 hours, respectively. The average utilization hours of gas-fired
power generation operation of our gas-fired power plants slightly decreased from 3,575 hours
in 2008 to 3,239 hours in 2009, primarily due to the increase of sales of electricity in 2008 as
the PRC government encouraged the utilization of electricity generated from the gas-fired
power plants to limit air pollution during the Beijing Olympic Games, while such policy the
PRC government implemented was not exercised in 2009. In addition, our Taiyanggong
Power Plant experienced grid connection problems when it commenced operations in May
2008 mainly caused by infrastructure construction delays in Beijing throughout 2008 due to
the Beijing Olympic Games, which were not resolved until October 2009 leading to an
increase in and the normalization of our average utilization hours in 2010 as compared to
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2009. See “—Results of Operations—Year Ended December 31, 2010 Compared to year
Ended December 31, 2009—Revenue—Gas-fired power and heat energy generation
segment” and “—Results of Operations—Year Ended December 31, 2009 Compared to Year
Ended December 31, 2008—Revenue—Gas-fired power and heat energy generation
segment”.

The table below sets forth the consolidated electricity and heat energy sales from
gas-fired power plants and the average utilization hours of gas-fired power generation
operation of our gas-fired power plants for the years indicated:

Year ended December 31,

2008 2009 2010
Consolidated net power generation (GWh) ................... 3,044 3,748 4,906
Revenue from electricity sales (RMB’000) .................... 1,093,414 1,545,725 2,185,168
Revenue from heat energy sales (RMB’'000) .................. 70,245 346,183 368,595
Average utilization hours of gas-fired power generation
operationM (hours) ........ ... 3,575 3,239 4,237
Note:

(1) Average utilization hours equal our consolidated gross power generation in a specified period, divided by our average
consolidated installed capacity in the same period. We did not include the result of Jinggiao Power Plant Phase | in this
calculation because Jinggiao Power Plant Phase | only generated heat energy during the Track Record Period.

Wind power segment

Subject to grid constraints, under Renewable Energy Law grid companies are required
to purchase all the electricity generated from wind power, as well as to provide grid-
connection support. The average utilization hours and associated output levels of a wind farm
are, however, affected by various factors, including (i) climatic and wind conditions at each
wind farm site, in particular, wind speed and its daily, seasonal and other fluctuations, as well
as wind direction, air density and extreme weather conditions; (ii) repairs and maintenance;
(iii) performance of wind turbines; and (iv) various grid constraints and dispatch restrictions.
Due to the seasonal change in wind conditions, the average utilization hours of our wind
farms in a given period may not reflect the average utilization hours in a full year. See “Risk
Factors—Risks Relating to Our Wind Power Business—The commercial viability and
profitability of our wind farms depend on wind and weather conditions as well as our ability to
assess such conditions when selecting new wind farm sites.” In addition, the actual sale of
electricity generated by our wind power projects may be limited by a number of factors,
including maximum transmission capacity, grid stability and local demand for electricity. For
instance, a number of our wind farms in West Inner Mongolia temporarily shut down some of
their wind turbines in 2009 and 2010. See the sections headed “Business—Our Wind Power
Business—Electricity Sale” and “Risk Factors—Risks Relating to Our Wind Power
Business—We rely on local grid companies for grid connection and electricity transmission
and dispatch.”

For the years ended December 31, 2009 and 2010, the average utilization hours of our
wind farms in West Inner Mongolia were well above the industry average in the same region.
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The table below sets forth the consolidated electricity sales of our wind farms and the
average utilization hours for the years indicated:

Year ended December 31,

2008 2009 2010
Consolidated net power generation (GWh) ....................... 266.2 787.1 2,287.7
Revenue from electricity sales (RMB’000). .. ..................... 114,118 364,077 1,032,494
Average utilization hours™ . .. ... ... 2,156 2,243 2,369

Note:
(1) Average utilization hours equal our consolidated gross power generation in a specified period, divided by our average
consolidated installed capacity in the same period.

Government grants and subsidies

We rely in part on government grants and subsidies to fund our gas and wind power
operations. Our historical profitability was impacted by the government grants and subsidies,
without which we would have incurred losses or our profitability would have been substantially
reduced during the Track Record Period. For the years ended December 31, 2008, 2009 and
2010, we received RMB471.3 million, RMB434.3 million and RMB420.5 million, respectively,
in government grants and subsidies related to clean energy production. The following table
provides a breakdown of our government grants and subsidies related to clean energy
production.

For the year ended
December 31,

2008 2009 2010
(RMB million)
Gas-fired
Taiyanggong Power Plant ......... .. ... ... ... ... . ... 181.2 280.3 299.6
Electricity price subsidy . ....... ... .. .. . 181.2 280.3 2459
Natural gas price subsidy . ......... ... ... ... . ... — — 53.7
dingfeng Power Plant ........ ... .. ... . . . . . 290.1 146.5 109.1
Electricity price subsidy . ....... ... .. .. . 2901 146.5 84.2
Natural gas price subsidy . ......... .. ... ... .. . ... — — 249
Sub-total ....... ... . 471.3  426.8 408.7
Wind
Lumingshan Guanting Wind Farm Phase | . .................... — 7.5 11.8
Total . ... . 471.3 4343 420.5

Government grants and subsidies decreased slightly for the year ended 2010 to
RMB420.5 million as compared to RMB434.3 million for the year ended 2009. This decrease
primarily reflected lower electricity price subsidies as a result of an increase in on-grid tariffs
to RMBO0.528 per kWh in November 2009 as compared to RMB0.472 per kWh previously,
partly offset by RMB78.6 million in new natural gas subsidies in 2010 as a result of an
increase in the price for natural gas in late 2009.

We believe that government grants and subsidies are recurring in nature. The purpose
of such grants and subsidies by the government is to (i) compensate clean energy producers
like us for the difference between the controlled price of on-grid tariffs and the reasonable
cost of the production of energy and (ii) provide clean energy public utilities like us with a
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reasonable income and return (and not merely to compensate for losses). Such grants and
subsidies are expected to continue until the controlled price of on-grid tariffs reaches a level
which provides us with a reasonable income and return. Accordingly, there is generally an
inverse correlation between the amount of government grants and subsidies we receive and
the on-grid tariffs for the sale of electricity. The government grants and subsidies that we
receive primarily relate to our clean energy production and were mainly provided by the
Beijing municipal government. Government grants and subsidies relating to electricity
generation are calculated by reference to the amount of on-grid electricity we generated
annually as confirmed by government authorities, and is paid to us three times a year as
prescribed by the Beijing Municipal Finance Bureau. Government grants and subsidies for
gas price increases are calculated by reference to the amount of gas consumption as well as
the actual gas price increase as confirmed by government authorities, and is paid to us three
times a year as prescribed by the Beijing Municipal Finance Bureau. Please also see the
section headed “Regulatory Overview—IIl. Regulatory Requirements Relating to Renewable
Energies”.

Our gas-fired power projects recognize electricity price subsidies along with the
generation of electricity throughout the year, but the amount of such grants and subsidies
recognized will be based on the lower of the amount approved by the government and the
actual amount of electricity generation approved. For the Taiyanggong Power Plant, the
electricity generation volume used as the calculation basis for electricity price subsidies was
1,065 GWh, 1,993 GWh and 3,222 GWh in 2008, 2009 and 2010, respectively. As for the
Jingfeng Power Plant, the electricity generation volume used as the calculation basis for
electricity price subsidies was 1,369 GWh each year between 2008 and 2010.

The feed-in tariff subsidy for our Lumingshan Guanting wind power project in Beijing
was stipulated in the approval document issued by the NDRC Beijing branch. The accounting
treatment for this subsidy is the same as that for the electricity price subsidies for our gas-
fired power plants. Except for the production of power in our ordinary course of business and
the amount to be received is approved by the relevant government authorities, our existing
power plants are not subject to any additional conditions in order to be eligible to receive
government grants and subsidies. Please also see “Regulatory Overview—IIl. Regulatory
Requirements Related to Renewable Energies—5. Designated-Purpose-Subsidy”.

Gas-fired power and heat energy generation segmen