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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions shall have the following

meanings:

“A Shares”

“A Shares of Pingzhuang
Energy”

“Administrative Measures for
External Guarantees”

“Agreement on Absorption
and Merger through
Share Swap”

“Agreement on Purchase of
Assets through
Cash Payment”

“Articles of Association”

“Assets Disposal Agreement”

“Assets to be Disposed of”

ordinary share(s) as issued in the PRC, listed on the PRC domestic
stock exchange, denominated, subscribed for and traded in RMB with a
nominal value of RMB1.00 each

A Shares of Pingzhuang Energy listed and traded on SZSE (stock code:
000780.SZ)

the Administrative Measures for External Guarantees of China Longyuan
Power Group Corporation Limited*

the Agreement on Absorption and Merger through Share Swap of China
Longyuan Power Group Corporation Limited* and Inner Mongolia
Pingzhuang Energy Co., Ltd. entered into between the Company and
Pingzhuang Energy on 15 January 2021

Agreement on Purchase of Assets through Cash Payment of China
Longyuan Power Group Corporation Limited* and CHN Energy
Northeast Electric Power Co., Ltd., CHN Energy Shaanxi Electric Power
Co., Ltd., CHN Energy Guangxi Electric Power Co., Ltd., CHN Energy
Yunnan Electric Power Co., Ltd., CHN Energy Gansu Electric Power
Co., Ltd., CHN Energy North China Electric Power Co., Ltd. entered into
between the Company and the Other Subsidiaries of CHN Energy on 15
January 2021

the articles of association of the Company (as amended, modified or

otherwise supplemented from time to time)

Assets Disposal Agreement of Inner Mongolia Pingzhuang Energy
Co., Ltd., China Longyuan Power Group Corporation Limited* and
CHN Energy Inner Mongolia Power Co., Ltd. entered into between the
Company and Pingzhuang Energy, Inner Mongolia Power on 15 January
2021

all assets and liabilities of Pingzhuang Energy (excluding the deferred

income tax asset, deferred revenue and taxes payable) as at 31 December
2020

— 11 —



DEFINITIONS

“Assets to be Purchased”

“Board”

“Cash Alternative”

“Cash Alternative

Exercise Date”

“Cash Alternative

Provider(s)”

“China United Appraisal”

“CHN Energy”

part of equity interests of subsidiaries engaging in new energy business
to be purchased by Longyuan Power from the other subsidiaries of
CHN Energy, including 100% equity interests in Yunnan New Energy,
100% equity interests in Guangxi New Energy, 100% equity interests
in Northeast New Energy, 100% equity interests in Gansu New Energy,
100% equity interests in Dingbian New Energy, 100% equity interests in
Inner Mongolia New Energy, 100% equity interests in Shanxi Jieneng,

and 100% equity interests in Tianjin Jieneng
board of directors of the Company

the rights of the Dissenting Shareholders of Pingzhuang Energy entitled
in the Merger. The Dissenting Shareholders of Pingzhuang Energy who
declare to exercise the right may request the Cash Alternative Providers
to acquire all or part of the shares of Pingzhuang Energy held by them in

cash during the Declaration Period of Cash Alternative

the date on which the Cash Alternative Providers pay cash consideration
to Dissenting Shareholders of Pingzhuang Energy who effectively
declared to exercise the Cash Alternative for the shares of Pingzhuang
Energy held by them, which will be determined and announced by the

Merger Parties through negotiation separately

the units that pay cash consideration to the eligible Dissenting
Shareholders of Pingzhuang Energy for shares of Pingzhuang Energy
held by such dissenting shareholders in the Merger. CHN Energy will act
as the Cash Alternative Providers of the Merger

China United Assets Appraisal Group Co., Ltd. ("5 & &= sE A5 4 B A
/> F]), the valuation agency to the mining rights of the Assets to be
Disposed of and the Assets to be Purchased and a qualified appraisal firm
in the PRC

China Energy Investment Corporation Limited (5558 I+ & 4 [# 4 B
HEAL/AH]), as at the Latest Practicable Date, CHN Energy in aggregate
directly and indirectly holds 4,696,360,000 domestic shares (representing
approximately 58.44% of the total issued share capital of the Company)

in the Company, and is the controlling shareholder of the Company
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DEFINITIONS

“Closing Date of Assets to
be Disposed of”

“Closing Date of Assets to

be Purchased”

“Closing Date of the Merger”

or “Closing Date”

“CLSA”

“Company Law”

“Company” or “Longyuan

Power”

“Completion Date

of the Merger”

“connected person”

“controlling shareholder”

“Conversion Price”

the date when Pingzhuang Energy and Pingzhuang Coal Group execute

the Confirmation of Assets Delivery

the date of transfer of the Assets to be Purchased into the name of
Longyuan Power or its subsidiaries, being the date of completion of the
registration of the change of transfer of the Assets to be Purchased at the

Administration for Industry and Commerce

the same day as the Share Swap Exercise Date or such other date as the
Merger Parties may agree, on which Longyuan Power or its designated
wholly-owned subsidiaries will inherit and take over all assets and

liabilities of Pingzhuang Energy (excluding the Assets to be Disposed of)

CLSA Capital Markets Limited, the financial adviser of the Company, a
licensed corporation under the Securities and Futures Ordinance, licensed
to carry on Type 4 (advising on securities) and Type 6 (advising on
corporate finance) regulated activities under the Securities and Futures

Ordinance

Company Law of the People’s Republic of China (as amended from time

to time)

China Longyuan Power Group Corporation Limited* (FE I 7& J14E 8]
1534 B> F), a joint stock limited company incorporated in the PRC and
its H Shares are listed on the Hong Kong Stock Exchange

the date on which Longyuan Power completed the procedures for
industrial and commercial registration of changes regarding the Merger
or Pingzhuang Energy completed the procedures for deregistration of
industrial and commercial registration, whichever is later

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules

the price per share of Pingzhuang Energy when the A Shares of

Pingzhuang Energy are converted into A Shares to be issued by

Longyuan Power under the Merger

_iV_



DEFINITIONS

“Conversion Ratio”

“Conversion Shareholders
of Pingzhuang Energy” or

“Conversion Shareholders”

“CSRC”

“Declaration Period of

Cash Alternative”

“Declaration Period of

Put Option”

1]

“Dingbian New Energy’

“Director(s)”

“Disposal” or

“Assets Disposal”

the ratio of the number of each A Shares of Pingzhuang Energy to be

converted into A Shares of Longyuan Power under the Share Swap

all shareholders of Pingzhuang Energy whose name appears on the
shareholders’ register at the close of business of the Registration Date of
Implementation of the Merger, including the shareholders of Pingzhuang
Energy who have not declared, partially declared, have no right to
declare or invalidly declared the exercise of the Cash Alternative, and
the Cash Alternative Providers of Dissenting Shareholders of Pingzhuang
Energy

China Securities Regulatory Commission

the period during which the eligible Dissenting Shareholders of
Pingzhuang Energy may request to exercise the Cash Alternative,
which will be determined and announced by the Merger Parties through

negotiation separately

the period during which the eligible Dissenting Shareholders of
Longyuan Power may request to exercise the Put Option, which will be
determined and announced by the Merger Parties through negotiation

separately

Guoneng Dingbian New Energy Co.,Ltd.* (Bl fExE & ¥ e Ii A R A),

one of the Assets to be Purchased
director(s) of the Company

the Assets to be Disposed of will be transferred by Pingzhuang Energy to
Pingzhuang Coal Group according to the terms and conditions as agreed
in the Assets Disposal Agreement and the Supplemental Agreement with
a consideration of the Assets to be Disposed of payable by Pingzhuang
Coal Group in cash to Longyuan Power, the Surviving Company after the

Merger



DEFINITIONS

“Dissenting Shareholders of

Longyuan Power”

“Dissenting Shareholders of

Pingzhuang Energy”

“Domestic Shareholders

Class Meeting”

“Domestic Shares”

“EGM”

“EY”

the shareholders of Longyuan Power having cast effective dissenting
votes in respect of the resolutions and each of the sub-resolutions to
be voted separately regarding the plan for the Transaction and the
resolutions regarding entering into the Agreements and Supplemental
Agreements relating to the Transaction at the general meeting and
corresponding shareholders’ class meeting held by Longyuan Power
regarding the Transaction, having held the shares which are entitled to
the dissenting rights until the Put Option Exercise Date of the Dissenting
Shareholders of Longyuan Power, and having fulfilled relevant

declaration procedures of the Put Option within the specified time

the shareholders of Pingzhuang Energy having cast effective dissenting
votes in respect of the resolutions and each of the sub-resolutions to
be voted separately regarding the plan for the Transaction and the
resolutions regarding entering into the Agreements and Supplemental
Agreements relating to the Transaction at the general meeting held by
Pingzhuang Energy regarding the Transaction, and having held the shares
which are entitled to the dissenting rights until the Cash Alternative
Exercise Date of the Dissenting Shareholders of Pingzhuang Energy, and
having fulfilled relevant declaration procedures of the Cash Alternative

within the specified time

the first domestic shareholders class meeting in 2021 to be held by the
Company on Friday, 23 July 2021 immediately after the conclusion of
the EGM at the Conference Room, 22/F, Block ¢, 6 Fuchengmen North
Street, Xicheng District, Beijing, the PRC

unlisted domestic shares held by the legal person in the PRC in Longyuan
Power on the date of signing the Agreement on Absorption and Merger
through Share Swap, ordinary Share(s) of nominal value of RMB1.00
each in the share capital of the Company which are subscribed for and
fully paid in RMB

the third extraordinary general meeting in 2021 to be held by the
Company at 9:00 a.m. on Friday, 23 July 2021 at the Conference Room,
22/F, Block c, 6 Fuchengmen North Street, Xicheng District, Beijing, the
People’s Republic of China

Ernst & Young, the auditor of the Company, Certified Public
Accountants and Registered Public Interest Entity Auditor
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DEFINITIONS

“Gansu Electric Power”

“Gansu New Energy”

“Guangxi Electric Power”

“Guangxi New Energy”

“H Shareholders
Class Meeting”

“H Shares”

“Hong Kong”

“Hong Kong Stock Exchange”

“Independent
Board Committee”

“Independent Financial
Adviser” or
“Gram Capital”

“Inner Mongolia New Energy”

CHN Energy Gansu Electric Power Co., Ltd. (B X GEIFEE HiE A
FR/Z>F]), a wholly-owned subsidiary of CHN Energy

Guodian Gansu New Energy Co., Ltd.* (& H /B a8 A R 7l), one
of the Assets to be Purchased

CHN Energy Guangxi Electric Power Co., Ltd. (18] 5 6 5 4 |4 & V5 7E /)
AR, a wholly-owned subsidiary of CHN Energy

Guangxi Guoneng Energy Development Co., Ltd.* (/¥ VG [ A& fig J5 55 J&
R\ F]), one of the Assets to be Purchased

the first H shareholders class meeting in 2021 to be held by the Company
on Friday, 23 July 2021 immediately after the conclusion of the Domestic
Shareholders’ Class Meeting at the Conference Room, 22/F, Block c, 6
Fuchengmen North Street, Xicheng District, Beijing, the PRC

overseas listed foreign Shares in the ordinary share capital of the
Company with a nominal value of RMB1.00 each, which are subscribed
for and traded in Hong Kong dollars, and listed on the Hong Kong Stock
Exchange

Hong Kong Special Administrative Region of People’s Republic of
China

The Stock Exchange of Hong Kong Limited

the independent committee of the Board, comprising Mr. Zhang Songyi,
Mr. Meng Yan and Mr. Han Dechang, the independent non-executive
Directors of the Company, to be established in respect of the Transaction
and the Supplemental Undertaking

Gram Capital Limited, a licensed corporation to carry out type 6
(advising on corporate finance) regulated activity under the SFO and the
independent financial adviser to advise the Independent Board Committee
and the Independent Shareholders in relation to the Transaction and the
Supplemental Undertaking

Guodian North China Inner Mongolia New Energy Co., Ltd.* (| & #E]k
N 5 FTRE R A PR 22 F]), one of the Assets to be Purchased
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DEFINITIONS

“Inner Mongolia Power”

“Issuance of A Shares”

“Issue Price”

“Latest Practicable Date”

“Listing Rules”

“Merger” or “Absorption
and Merger through
Share Swap”

“Merger Parties”

“Non-Competition

Agreement”

“North China

Electric Power”

“Northeast Electric Power”

CHN Energy Inner Mongolia Power Co., Ltd. (|5 5 R8I 4E 8 8 52 1 75 )
AR 7], a wholly-owned subsidiary of CHN Energy. As at the Latest
Practicable Date, Inner Mongolia Power indirectly holds approximately
61.42% of shares of Pingzhuang Energy through Pingzhuang Coal Group
(with the shareholding of 51%)

A Shares issued by Longyuan Power to all Conversion Shareholders of

Pingzhuang Energy due to the Merger

the price per A Share to be issued by Longyuan Power to the Conversion

Shareholders of Pingzhuang Energy for the Merger

6 July 2021, being the latest practicable date prior to the printing of this

circular for ascertaining certain information contained in this circular

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited

the Company absorbs and merges Pingzhuang Energy through the Share
Swap by the Issuance of A Shares to the Conversion Shareholders
of Pingzhuang Energy. Upon completion of the Merger, Pingzhuang
Energy will be delisted and ultimately disqualified as a legal person.
The Company, as the Surviving Company, shall inherit and take over,
directly or through its designated wholly-owned subsidiaries, all the
assets and liabilities of Pingzhuang Energy (excluding the Assets to be
Disposed of). Meanwhile, the Company will apply for listing and trading
of A Shares to be issued for the absorption and merger and the original
Domestic Shares on the Main Board of SZSE

Longyuan Power and Pingzhuang Energy

The Non-Competition Agreement of China Guodian Corporation and
China Longyuan Power Group Corporation Limited* entered into
between Longyuan Power and its original controlling shareholder

Guodian (currently known as CHN Energy) on 30 July 2009

CHN Energy North China Electric Power Co., Ltd. (|2 5 A8 4E [H #E L
T )14 PR3 7l), a wholly-owned subsidiary of CHN Energy

CHN Energy Northeast Electric Power Co., Ltd. (Bl &K fe i % B R L7
J14 B3], a wholly-owned subsidiary of CHN Energy
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DEFINITIONS

“Northeast New Energy”

“Other Subsidiaries of

CHN Energy”

“Pingzhuang Coal Group”

“Pingzhuang Energy”

“PRC”

“Pricing Benchmark Date”

“Profit Compensation

Agreement”

Guodian Northeast New Energy Development Co., Ltd.* (B & R ILHfE
B A FR /A F)), one of the Assets to be Purchased

including Northeast Electric Power, Shaanxi Electric Power, Guangxi
Electric Power, Yunnan Electric Power, Gansu Electric Power and North
China Electric Power, all of which are wholly-owned subsidiaries of
CHN Energy

Inner Mongolia Pingzhuang Coal (Group) Co., Ltd. (N5 i F-HE4E
EEE) A RFEAE/A ), an indirect subsidiary of CHN Energy. The
shareholders of Pingzhuang Coal Group are Inner Mongolia Power (with
the shareholding of 51%), China Cinda Asset Management Co., Ltd. (with
the shareholding of 31.82%, listed on the Main Board of Hong Kong
Stock Exchange (Stock Code: 01359), the ultimate beneficial owner of
which is the Ministry of Finance of the People’s Republic of China) and
the Industry and Information Commission of Chifeng City (ZRIETT T
215 B1LJR) (with the shareholding of 17.18%). China Cinda Asset
Management Co., Ltd. and the Industry and Information Commission of
Chifeng City and their ultimate beneficial owners are all independent
third parties other than the Company and its connected persons

Inner Mongolia Pingzhuang Energy Co., Ltd. (N5 i FEBe IR B4 A
FRZ\ 7)), whose shares are listed and traded on the Main Board of SZSE
with stock code 000780.SZ. As at the Latest Practicable Date, the total
number of issued shares of Pingzhuang Energy was 1,014,306,324,
among which, CHN Energy holds 61.42% of shares of Pingzhuang
Energy through Pingzhuang Coal Group and is an indirect controlling

shareholder of Pingzhuang Energy

the People’s Republic of China, for the purpose of this circular only,

excluding Hong Kong, Macau Special Administrative Region and Taiwan

the date of the announcement on resolution of the first board meeting
held by Pingzhuang Energy for consideration of matters in relation to the

Transaction (i.e. 15 January 2021)

the Profit Compensation Agreements entered into between the Company
and Northeast Electric Power, Shaanxi Electric Power, Guangxi Electric
Power, Yunnan Electric Power, Gansu Electric Power and North China

Electric Power, respectively, on 18 June 2021

_iX_



DEFINITIONS

“Purchase” or “Purchase
through Cash”

“Put Option”

“Put Option Exercise Date”

“Put Option Provider(s)”

“Receiving Party”

“Registration Date of
Implementation of the

Merger”

“Report of the Transaction”

“Restriction on Rights”

the Assets to be Purchased will be purchased by Longyuan Power,
the Surviving Company after the Merger, from the Other Subsidiaries
of CHN Energy according to the terms and conditions as agreed in
the Agreement on Purchase of Assets through Cash Payment with a
consideration of the Assets to be Purchased payable by Longyuan Power
to the Other Subsidiaries of CHN Energy in cash. On the Closing Date of
the Assets to be Purchased, the Assets to be Purchased will be delivered

directly to Longyuan Power or its subsidiaries

the rights of the Dissenting Shareholders of Longyuan Power entitled
in the Merger. The Dissenting Shareholders of Longyuan Power who
declare to exercise such right may request the Put Option Providers to
acquire all or part of the shares of Longyuan Power held by them in cash

during the Declaration Period of Put Option

the date on which the Put Option Providers pay cash consideration to
Dissenting Shareholders of Longyuan Power who effectively declared to
exercise the Put Option for the shares of Longyuan Power held by them,
which will be determined and announced by the Merger Parties through

negotiation separately

the units that pay cash consideration to the eligible Dissenting
Shareholders of Longyuan Power for shares of Longyuan Power held by
such dissenting shareholders in the Merger. CHN Energy will act as the
Put Option Providers of the Merger

Pingzhuang Coal Group

one trading day for the purpose of determining the list of shareholders
of Pingzhuang Energy entitling to participate in the Share Swap and the
number of shares held by them, which will be determined and announced

by the Merger Parties through negotiation separately

Report on Absorption and Merger of Inner Mongolia Pingzhuang
Energy Co., Ltd. through Share Swap by China Longyuan Power Group
Corporation Limited* and Disposal of Material Assets and Purchase of

Assets through Cash Payment and Related Party Transactions (Draft)

shares held by shareholders that are subject to ownership disputes,
pledges, freezing orders, sealing-up orders or other restrictions on

transfer under applicable laws or restricted agreement



DEFINITIONS

“RMB”

“SASAC of the State

Council”

“SFO”

“Shaanxi Electric Power”

“Shanxi Jieneng”

“Share Swap”

“Share Swap Exercise Date”

“Share(s)”

“Shareholder(s)”

“subsidiaries”

“Supplemental Agreement
to the Agreement on
Absorption and Merger
through Share Swap”

Renminbi, the lawful currency of the PRC, unless otherwise stated, the

monetary amounts listed in the this circular refer to RMB

State-owned Assets Supervision and Administration Commission of the

State Council

the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong
Kong

CHN Energy Shaanxi Electric Power Co., Ltd. (155 g8 54 [ B VG & 71
F BRZA 7)), a wholly-owned subsidiary of CHN Energy

Guodian Shanxi Jieneng Co., Ltd.* (|5 7E LI P§IZAEA BR/A A]), one of the

Assets to be Purchased

in the Merger, the Conversion Shareholders of Pingzhuang Energy
converted the A Shares of Pingzhuang Energy held by them into the
A Shares issued by Longyuan Power for the Merger at the Conversion
Ratio as agreed in the Agreement on Absorption and Merger through

Share Swap and its supplemental agreement

the date on which the A Shares issued by Longyuan Power for the Merger
registered under the name of Conversion Shareholders of Pingzhuang
Energy, which will be determined and announced by the Merger Parties

through negotiation separately

shares in the share capital of the Company, with a nominal value of

RMB1.00 each, comprising the Domestic Shares and H Shares

holder(s) of Shares of the Company

has the meaning ascribed to it under the Listing Rules

the Supplemental Agreement to the Agreement on Absorption and
Merger through Share Swap between China Longyuan Power Group
Corporation Limited* and Inner Mongolia Pingzhuang Energy Co., Ltd.

entered into between the Company and Pingzhuang Energy on 18 June
2021

—Xi—



DEFINITIONS

“Supplemental Agreement
to the Agreement
on Purchase of
Assets through
Cash Payment”

“Supplemental Agreement
to the Assets Disposal

Agreement”

“Supplemental

Agreement(s)”

“Supplemental Undertaking”

“Surviving Company”

“SZSE”

“Tianjin Jieneng”

the Supplemental Agreement to the Agreement on Purchase of Assets
through Cash Payment between China Longyuan Power Group
Corporation Limited and CHN Energy Northeast Electric Power Co.,
Ltd., CHN Energy Shaanxi Electric Power Co., Ltd., CHN Energy
Guangxi Electric Power Co., Ltd., CHN Energy Yunnan Electric Power
Co., Ltd., CHN Energy Gansu Electric Power Co., Ltd., CHN Energy
North China Electric Power Co., Ltd. entered into between the Company
and Northeast Electric Power, Shaanxi Electric Power, Guangxi Electric
Power, Yunnan Electric Power, Gansu Electric Power and North China

Electric Power on 18 June 2021

the Supplemental Agreement to the Assets Disposal Agreement among
Inner Mongolia Pingzhuang Energy Co., Ltd., China Longyuan Power
Group Corporation Limited*, CHN Energy Inner Mongolia Power Co.,
Ltd. and Inner Mongolia Pingzhuang Coal (Group) Co., Ltd. entered into
among the Company and Pingzhuang Energy, Inner Mongolia Power and

Pingzhuang Coal Group on 18 June 2021

the Supplemental Agreement to the Agreement on Absorption and
Merger through Share Swap, the Supplemental Agreement to the
Assets Disposal Agreement and/or the Supplemental Agreement to the

Agreement on Purchase of Assets through Cash Payment

the Supplemental Undertaking Letter in relation to Non-competition with
China Longyuan Power Group Corporation Limited by China Energy
Investment Corporation Limited issued by CHN Energy on 18 June 2021

in respect of the Non-Competition Agreement

Longyuan Power upon the completion of the issuance of shares and

Absorption and Merger of Pingzhuang Energy through Share Swap
Shenzhen Stock Exchange

Tianjin Guodian Jieneng Electric Power Co., Ltd.* (K EEAE®E /1
A Ry A]), one of the Assets to be Purchased
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DEFINITIONS

“Transaction”

“Transitional Period of the

Merger”

“Valuation Adjustment

Target(s)”

“Valuation Benchmark Date”

“Valuation Report
on the Assets to be

Disposed of”

“Valuation Report on the
Mining Rights of the
Assets to be Disposed of”

the whole transaction comprising of the Merger, the Disposal and
the Purchase. The Merger, the Disposal and the Purchase are inter-
conditional on each other, failing any of which, the other two
transactions will not be implemented. Upon the completion of the
Transaction, Pingzhuang Energy will be delisted and disqualified as a
legal person. The Company, as the Surviving Company, will inherit and
take over, directly or through its designated wholly-owned subsidiaries,
all the assets and liabilities of Pingzhuang Energy (excluding the Assets
to be Disposed of). The Company will apply for listing and trading of
the A Shares to be issued for the absorption and merger and the original
Domestic Shares on the Main Board of the SZSE

the period from the execution date of Agreement on Absorption and

Merger through Share Swap to the Completion Date of the Merger

the target companies except Guodian Jieneng Jinke (Shanxi) Co., Ltd.
(B EERAEeF (1P A R2AH]), a controlling subsidiary of Shanxi
Jieneng which holds 52% equity interests in it, according to the Profit

Compensation Agreement

the valuation benchmark date of the Assets to be Purchased and the Assets
to be Disposed of involved in the Disposal and the Purchase as agreed in
the Assets Disposal Agreement and the Agreement on Purchase of Assets
through Cash Payment, being 31 December 2020

the Asset Valuation Report on the Relevant Assets and Liabilities of
Inner Mongolia Pingzhuang Energy Co., Ltd. in Relation to the Proposed
Assets Disposal Matters by Such Company issued by Zhong Ming
International (Zhong Ming Ping Bao Zi [2021] No. 16116)

Valuation Report on the Mining Rights of Fengshuigou Coal Mine of
Inner Mongolia Pingzhuang Energy Co., Ltd. (Zhong Lian Ping Kuang
Bao Zi [2021] No.1480), Valuation Report on the Mining Rights of
Liujia Coal Mine of Inner Mongolia Pingzhuang Energy Co., Ltd.
(Zhong Lian Ping Kuang Bao Zi [2021] No. 1478), Valuation Report
on the Mining Rights of Laogongyingzi Coal Mine of Inner Mongolia
Pingzhuang Energy Co., Ltd. (Zhong Lian Ping Kuang Bao Zi [2021] No.
1477) and Valuation Report on the Mining Rights of Xilutian Coal Mine
of Inner Mongolia Pingzhuang Energy Co., Ltd. (Zhong Lian Ping Kuang
Bao Zi [2021] No. 1479) issued by China United Appraisal

— xiii —
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“Yunnan Electric Power”

“Yunnan New Energy”

“Zhong Ming Appraisal”

CHN Energy Yunnan Electric Power Co., Ltd. (IH g4 B =/ & /1
AR, a wholly-owned subsidiary of CHN Energy
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one of the Assets to be Purchased
Zhong Ming (Beijing) Assets Appraisal International Co., Ltd. (*H 4[]

P AN (L) A FR AT /A 7)), the valuation agency to the Assets to
be Disposed of and a qualified appraisal firm in the PRC
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CHINA LONGYUAN POWER GROUP CORPORATION LIMITED *

(A joint stock limited company incorporated in the Peoples Republic of China with limited liability)

Executive Directors:
Mr. Li Zhongjun (Chairman)
Mr. Tang Jian

Non-executive Directors:
Mr. Liu Jinhuan
Mr. Tian Shaolin

(Stock Code: 00916)

Registered office in the PRC:

Room 2006, 20/F,

Block c, 6 Fuchengmen North Street
Xicheng District, Beijing

PRC

Head office in the PRC:

Mr. Tang Chaoxiong Block c, 6 Fuchengmen North Street
Xicheng District, Beijing
Independent Non-executive Directors: PRC
Mr. Zhang Songyi
Mr. Meng Yan Principal place of business in Hong Kong:
Mr. Han Dechang Level 54, Hopewell Centre
183 Queen’s Road East
Hong Kong
8 July 2021

To the Shareholders
Dear Sirs or Madams,

DISCLOSEABLE TRANSACTION AND CONNECTED TRANSACTION-ABSORPTION AND MERGER
OF PINGZHUANG ENERGY THROUGH SHARE SWAP, DISPOSAL OF MATERIAL ASSETS AND
PURCHASE OF ASSETS THROUGH CASH PAYMENT AND SPECIFIC MANDATE IN RELATION TO
THE ISSUANCE OF A SHARES
ENTERING INTO THE PROFIT COMPENSATION AGREEMENT WITH
EFFECTIVE CONDITIONS
A SHARE PRICE STABILIZATION PLAN OF THE COMPANY
DIVIDEND DISTRIBUTION PLAN FOR THE THREE YEARS AFTER THE ABSORPTION AND MERGER
OF PINGZHUANG ENERGY THROUGH SHARE SWAP BY THE ISSUANCE OF A SHARES BY THE
COMPANY AND DISPOSAL OF MATERIAL ASSETS AND PURCHASE OF
ASSETS THROUGH CASH PAYMENT
DILUTION OF IMMEDIATE RETURNS BY THE TRANSACTION AND PROPOSED REMEDIAL
MEASURES
ARTICLES OF ASSOCIATION (DRAFT) AND ITS APPENDICES APPLICABLE AFTER THE LISTING OF
A SHARES OF THE COMPANY
ADMINISTRATIVE MEASURES FOR EXTERNAL GUARANTEES APPLICABLE AFTER THE
LISTING OF A SHARES OF THE COMPANY
AUTHORIZATION TO THE BOARD AND ITS AUTHORISED PERSONS TO DEAL WITH MATTERS
RELATING TO THE TRANSACTION BY THE SHAREHOLDERS’ GENERAL MEETING
ISSUANCE OF SUPPLEMENTAL UNDERTAKING TO NON-COMPETITION AGREEMENT BY
CONTROLLING SHAREHOLDER
NOTICE OF THE THIRD EXTRAORDINARY GENERAL MEETING IN 2021
NOTICE OF THE FIRST DOMESTIC SHAREHOLDERS CLASS MEETING IN 2021
AND

NOTICE OF THE FIRST H SHAREHOLDERS CLASS MEETING IN 2021

* For identification purpose only
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II.

INTRODUCTION

The Company will convene the third extraordinary general meeting in 2021, the first domestic
shareholders class meeting in 2021 and the first H shareholders class meeting in 2021 in sequence
at 9:00 a.m. on Friday, 23 July 2021 at the Conference Room, 22/F, Block c, 6 Fuchengmen North
Street, Xicheng District, Beijing, the People’s Republic of China.

This circular aims to give you the Notice of EGM and Class Meetings and provide you with
relevant information, to enable you to make an informed decision on whether to vote for or against

the relevant resolutions at the EGM and the Class Meetings.

MATTERS TO BE CONSIDERED AT THE EGM AND THE CLASS MEETINGS

At the EGM, special resolutions will be proposed to consider and approve: (1) Resolution on
absorption and merger of Pingzhuang Energy through Share Swap by the issuance of A Shares
of the Company and disposal of material assets and purchase of assets through cash payment and
proposal of related party transactions (to be voted separately); (2) Resolution on entering into
the Agreement on Absorption and Merger through Share Swap of China Longyuan Power Group
Corporation Limited* and Inner Mongolia Pingzhuang Energy Co., Ltd. and its supplemental
agreement with effective conditions; (3) Resolution on entering into the Assets Disposal Agreement
among Inner Mongolia Pingzhuang Energy Co., Ltd., China Longyuan Power Group Corporation
Limited* and CHN Energy Inner Mongolia Power Co., Ltd. and its supplemental agreement with
effective conditions; (4) Resolution on entering into the Agreement on Purchase of Assets through
Cash Payment of China Longyuan Power Group Corporation Limited* and CHN Energy Northeast
Electric Power Co., Ltd., CHN Energy Shaanxi Electric Power Co., Ltd., CHN Energy Guangxi
Electric Power Co., Ltd., CHN Energy Yunnan Electric Power Co., Ltd., CHN Energy Gansu
Electric Power Co., Ltd., CHN Energy North China Electric Power Co., Ltd. and its supplemental
agreement with effective conditions; (5) Resolution on entering into the Profit Compensation
Agreement of the Company and Northeast Electric Power, Shaanxi Electric Power, Guangxi
Electric Power, Yunnan Electric Power, Gansu Electric Power and North China Electric Power with
effective conditions; (6) Resolution on A Share Price Stabilization Plan of China Longyuan Power
Group Corporation Limited*; (7) Resolution on Dividend Distribution Plan for the Three Years
after the Absorption and Merger of Inner Mongolia Pingzhuang Energy Co., Ltd. through Share
Swap by the Issuance of A Shares by China Longyuan Power Group Corporation Limited* and
Disposal of Material Assets and Purchase of Assets through Cash Payment; (8) Resolution on the
dilution of immediate returns by the Transaction and proposed remedial measures; (9) Resolution
on the Articles of Association (Draft) and its appendices applicable after the listing of A Shares
of the Company ; (10) Resolution on authorization to the Board and its authorized persons to deal
with matters relating to the Transaction by the general meeting; (11) Resolution in relation to the
Specific Mandate to the Board to grant the additional A Shares issue at the general meeting and
Class Meetings; and (12) Resolution on the Supplemental Undertaking Letter in relation to Non-
Competition with China Longyuan Power Group Corporation Limited* entered into by CHN Energy

with effective conditions.
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At the EGM, ordinary resolutions will be proposed to consider and approve: (13) Resolution on
absorption and merger of Pingzhuang Energy through Share Swap by the Company and disposal
of material assets and purchase of assets through cash payment meeting the requirements for
initial public offering and listing; (14) Resolution on the Report of the Absorption and Merger
of Inner Mongolia Pingzhuang Energy Co., Ltd. through Share Swap by China Longyuan Power
Group Corporation Limited* and Disposal of Material Assets and Purchase of Assets through Cash
Payment and Proposal of Related Party Transactions (Draft) and its summary; (15) Resolution on
the approval for the audit report related to the Transaction; (16) Resolution on the approval for the
assessment report related to the Transaction; (17) Resolution on the independence of the valuation
agency, the reasonableness of valuation assumptions, the relevance of valuation methods and
valuation purposes, and the fairness of valuation and pricing; (18) Resolution on the self-evaluation
report of the internal control of the Company; (19) Resolution on the confirmation of the valuation
report related to the Merger; (20) Resolution on the independence of the appraisal agency, the
reasonableness of appraisal assumptions, the relevance of appraisal methods and appraisal purposes,
and the fairness of appraisal and pricing; (21) Resolution on the relevant commitments and restraint
measures issued by the Company regarding the Transaction; (22) Resolution on the Administrative
Measures for External Guarantees applicable after the listing of A Shares of the Company; and (23)
Resolution on the confirmation of the related party transactions during the reporting period (the
year 2018, 2019 and 2020).

At the Domestic Shareholders Class Meeting, special resolution will be proposed to consider and
approve: (1) Resolution on the Articles of Association (Draft) and its appendices applicable after

the listing of A Shares of the Company.

At the H Shareholders Class Meeting, special resolutions will be proposed to consider and approve:
(1) Resolution on absorption and merger of Pingzhuang Energy through Share Swap by the issuance
of A Shares of the Company and disposal of material assets and purchase of assets through cash
payment and proposal of related party transactions (to be voted separately); (2) Resolution on
entering into the Agreement on Absorption and Merger through Share Swap of China Longyuan
Power Group Corporation Limited* and Inner Mongolia Pingzhuang Energy Co., Ltd. and its
supplemental agreement with effective conditions; (3) Resolution on entering into the Assets
Disposal Agreement among Inner Mongolia Pingzhuang Energy Co., Ltd., China Longyuan Power
Group Corporation Limited* and CHN Energy Inner Mongolia Power Co., Ltd. and its supplemental
agreement with effective conditions; (4) Resolution on entering into the Agreement on Purchase
of Assets through Cash Payment of China Longyuan Power Group Corporation Limited* and CHN
Energy Northeast Electric Power Co., Ltd., CHN Energy Shaanxi Electric Power Co., Ltd., CHN
Energy Guangxi Electric Power Co., Ltd., CHN Energy Yunnan Electric Power Co., Ltd., CHN
Energy Gansu Electric Power Co., Ltd., CHN Energy North China Electric Power Co., Ltd. and
its supplemental agreement with effective conditions; (5) Resolution on entering into the Profit
Compensation Agreement of the Company and Northeast Electric Power, Shaanxi Electric Power,

Guangxi Electric Power, Yunnan Electric Power, Gansu Electric Power and North China Electric
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Power with effective conditions; (6) Resolution on Dividend Distribution Plan for the Three Years
after the Absorption and Merger of Inner Mongolia Pingzhuang Energy Co., Ltd. through Share
Swap by the Issuance of A Shares by China Longyuan Power Group Corporation Limited* and
Disposal of Material Assets and Purchase of Assets through Cash Payment; (7) Resolution on the
Articles of Association (Draft) and its appendices applicable after the listing of A Shares of the
Company; (8) Resolution on authorization to the Board and its authorized persons to deal with
matters relating to the Transaction by the general meeting; and (9) Resolution in relation to the
Specific Mandate to the Board to grant the additional A Shares issue at the general meeting and

Class Meetings.

As at the Latest Practicable Date, the total number of the issued shares of the Company was
8,036,389,000 Shares, of which 4,696,360,000 are Domestic Shares and 3,340,029,000 are H
Shares, Given that CHN Energy, the controlling shareholder of the Company, directly owns
4,602,432,800 Domestic Shares of the Company and owns 93,927,200 Domestic Shares of the
Company through Northeast Electric Power (its associate), i.e. in aggregate, CHN Energy and its
associate together hold all the issued Domestic Shares of the Company, and they are required to
abstain from voting on the resolutions relating to the Transaction and the Supplemental Undertaking
at the EGM and the Class Meetings under Rules 2.15 and 14A.36 of the Listing Rules accordingly
(for details, please refer to “IV. Voting by poll at the EGM and the Class Meetings” in this circular),
the relevant resolution(s) in respect of the Transaction and the Supplemental Undertaking will

therefore no longer be submitted to the Domestic Shareholders Class Meeting for consideration.

1. ABSORPTION AND MERGER OF PINGZHUANG ENERGY THROUGH SHARE
SWAP, DISPOSAL OF MATERIAL ASSETS AND PURCHASE OF ASSETS
THROUGH CASH PAYMENT

Reference is made to the announcements of the Company dated 15 January 2021 and 18
June 2021, respectively, in relation to discloseable transaction and connected transaction in
respect of the absorption and merger of Pingzhuang Energy through share swap, disposal of
material assets and purchase of assets through cash payment and specific mandate in relation

to the issuance of A Shares.
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1.1

PLAN FOR THE TRANSACTION

Summary for the Plan for the Transaction

The Transaction comprises three parts, i.e. the Absorption and Merger through Share
Swap, the Assets Disposal and the Purchase through Cash, particulars of which are as
follows:

. Longyuan Power will absorb and merge Pingzhuang Energy through Share
Swap by the Issuance of A Shares to all the Conversion Shareholders of
Pingzhuang Energy. Upon completion of the Merger, Pingzhuang Energy
will be delisted and finally disqualified as a legal person. Longyuan Power,
as the Surviving Company, shall inherit and take over, directly or through its
designated wholly-owned subsidiaries, the assets and liabilities of Pingzhuang
Energy other than the Assets to be Disposed of. Meanwhile, Longyuan Power
will apply for listing and trading of the A Shares to be issued for the Absorption
and Merger and the original Domestic Shares on the Main Board of the SZSE.

. Pursuant to the terms and conditions agreed in the Assets Disposal Agreement
and its supplemental agreement, Pingzhuang Energy will transfer the Assets
to be Disposed of to Pingzhuang Coal Group, the consideration of the Assets
to be Disposed of shall be paid by Pingzhuang Coal Group in cash. On the
Closing Date of Assets to be Disposed of, the Assets to be Disposed of will be
delivered directly to Pingzhuang Coal Group. In the transaction of the Assets
Disposal, according to the Valuation Report on the Assets to be Disposed of
which is issued by Zhong Ming Appraisal and has been filed with CHN Energy
for record, the total appraisal value of the Assets to be Disposed of in the
transaction of the Assets Disposal is RMB3,436,725,600, with 31 December
2020 as the Valuation Benchmark Date.

. Longyuan Power will purchase the assets from Northeast Electric Power,
Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric Power, Gansu
Electric Power and North China Electric Power, all being the Other Subsidiaries
of CHN Energy, and the consideration of the Assets to be Purchased shall be
paid by Longyuan Power, the Surviving Company, in cash. On the Closing Date
of Assets to be Purchased, the Assets to be Purchased will be directly delivered
to Longyuan Power, the Surviving Company, or its subsidiaries. In the
transaction of Purchase through Cash, the transaction price of the Assets to be
Purchased is subject to the valuation results as set out in the Valuation Report
on the Assets to be Purchased which is issued by an assets valuation institution
with qualifications in securities and futures business and has been filed with
CHN Energy for record. According to the Valuation Report on the Assets to be
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Purchased which is issued by China United Appraisal and has been filed with
CHN Energy for record, the total appraisal value of the Assets to be Purchased
in the transaction of the Purchase through Cash is RMB5,774,000,000, with 31
December 2020 as the Valuation Benchmark Date.

The Merger, the Assets Disposal and the Purchase through Cash comprise the overall
transaction. The Absorption and Merger, the Assets Disposal and the Purchase
through Cash are inter-conditional on each other, failing any of which, the other
two transactions will not be implemented. Upon the completion of the Transaction,
Pingzhuang Energy will be delisted and disqualified as a legal person. Longyuan
Power, as the Surviving Company, will inherit and take over, directly or through its
designated wholly-owned subsidiaries, all the assets and liabilities of Pingzhuang
Energy other than the Assets to be Disposed of Longyuan Power will apply for listing
and trading of the A Shares to be issued for the Absorption and Merger and the
original Domestic Shares on the Main Board of the SZSE. Meanwhile, the Assets to
be Disposed of will be directly delivered to Pingzhuang Coal Group, and the Assets to
be Purchased will be directly delivered to Longyuan Power, the Surviving Company,
or its subsidiaries, in accordance with the Assets Disposal Agreement and Agreement
on Purchase of Assets through Cash Payment and their respective supplemental

agreements.

1.1.1. Absorption and Merger

Parties Involved in the Transaction

The merging party and the merged party of the Absorption and Merger through

Share Swap are Longyuan Power and Pingzhuang Energy, respectively.

Class and Nominal Value of Shares to be Issued under Share Swap

Longyuan Power will issue RMB ordinary shares (A Shares) for the purpose of
the Merger, each with a par value of RMB1.00.

Targets of the Share Swap and Registration Date of Implementation of the

Merger
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The targets of the Share Swap are all the Conversion Shareholders of
Pingzhuang Energy whose names appear on the shareholders’ register at the
close of business of the Registration Date of Implementation of the Merger,
that is, on the Registration Date of Implementation of the Merger, the shares of
Pingzhuang Energy held by the shareholders of Pingzhuang Energy who have
not declared, partially declared, have no right to declare or invalidly declared
the exercise of the Cash Alternative, and the shares of Pingzhuang Energy held
by the Cash Alternative Providers for providing the Cash Alternative, will
be entirely converted into A Shares to be issued by Longyuan Power for the

Merger in accordance with the Conversion Ratio.

The boards of directors of the Merger Parties will separately announce the
Registration Date of Implementation of the Merger after the Merger has been
approved by the CSRC.

Issue Price of A Shares of Longyuan Power

The Issue Price of A Shares of Longyuan Power is RMB11.42 per share. On
28 May 2021, an annual general meeting was held by Longyuan Power, at
which, the annual profit distribution plan for the year 2020 was considered and
approved, pursuant to which, Shareholders whose names appear on the register
of members of Longyuan Power on 7 June 2021 will be paid cash dividend of

RMBO0.1176 (tax inclusive) per share.

Pursuant to the above-mentioned annual profit distribution plan, the Issue
Price of shares under the Absorption and Merger through Share Swap shall be
adjusted by Longyuan Power on the ex-right or ex-dividend basis, the formula

of which is set out as follows:

Pl = (PO—D+AXK)/(1 +K+ N)

In particular, PO is the pre-adjustment Issue Price, N is the number of bonus
shares or shares converted into capital for each share, K is the number of new
shares issued or allocated for each share, A is the price for new share issuance
or allotment of shares, D is the amount of dividend declared per share, and
P1 is the post-adjustment Issue Price. Given that the profit distribution plan
for the year 2020 of the Company comprises only cash dividend, according
to the above formula, the adjusted Issue Price is RMB11.42 — RMBO0.1176 =
RMB11.3024 per share. As the minimum change unit of the transaction price of
A Shares is RMBO0.01, the Issue Price (being rounded to two decimal places) is
RMB11.30 per share.
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If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in Longyuan Power from the next date upon completion of
profit distribution to the Share Swap Exercise Date (both days inclusive), the
above Issue Price shall be adjusted accordingly'. Under other circumstances,

the Issue Price will no longer be adjusted.

Pursuant to the financial statements of Longyuan Power for 2020 audited by
Ernst & Young, the net asset per Share of Longyuan Power as at 31 December
2020 is RMB7.18 per Share.

The preliminary range of valuation of the entire equity of the Shareholders of
Longyuan Power (being RMB81.659 billion to RMB131.916 billion) of the issue
price of A Shares of Longyuan Power is determined based on the comparable
companies method (value range of the entire equity of the Shareholders of
Longyuan Power being RMB110.427 billion to RMB123.919 billion) and
comparable transactions method (value range of the entire equity of the
Shareholders of Longyuan Power being RMB52.892 billion to RMB139.913
billion), and then the corresponding range of the Issue Price (from RMB11.27
per share to RMB21.97 per share) to the range of valuation is determined.
Combined with the requirement of the state-owned assets supervision authority
that the issue price shall not be lower than one time of the net assets, and taking
into consideration the feasibility for the plan of the Merger to be approved at
the general meeting of Pingzhuang Energy and other factors, the Issue Price
was determined as RMB11.42 per share and adjusted to be RMB11.30 per
share. The issue price of A Shares of Longyuan Power was determined based
on the principle of taking into account the interests of the shareholders of the
Merger Parties, after an overall consideration of the overall business conditions,
profitability, growth prospects, anti-risk ability, the valuation of comparable

companies in the industry and other factors of the Merger Parties.

For cases of absorption and merger between listed companies since 2015, all the
merging parties had transaction of issued H shares, and the range of P/B ratio
multiples corresponding to the conversion price of the merging parties is 1.02
to 1.92, with a mean of 1.41.

The criteria for selection of the above absorption and merger cases are that

these cases are absorption and merger transactions between listed companies
involving A-share listed companies since 2015, where the H share of all the

Please refer to the formula in previous paragraphs, such formula has covered all the scenarios of distribution of
cash dividends, stock dividends, capital reserve being converted into share capital and allotment of shares.

_8-
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merging parties are listed before the absorption and merger. The reason for
selecting cases from 2015 up to present is that the time of such transactions is
relatively close to that of the Transaction. Since the further going back, the less
referential value the relevant transactions have due to the effect of the changes
in overall market valuation, thus the Company considers that the transaction
cases which meet the selection criteria since 2015 are appropriate reference for
pricing. Since the merging parties and the merged parties in the four selected
transaction cases since 2015, are also assets-intensive listed companies in
traditional industry, which are similar to the merging party and merged party
in the Transaction, taking into consideration the characteristics of the industry,
the Company considers that it is suitable to use the P/B ratio as the basis for

financial indicator.

Unit: RMB/share

Average price
during the
20 trading Net asses
days prior o per share
the pricing Premium | forthe | Corresponding
Transaction Main business of henchmark ratioof | previous | multiple of
year Merging party | Main business of merging party | Merged party merged party date Issue price | issue price year P/B ratio
2020 China Energy | The Main business of China |  Gezhouba | The main business 067 18] 195.52% 194 1.0
Engineering (H) | Energy Engineering is divided ino |  (600068.SH) |of Gezhouba
(399.HK) | five segments, including survey, includes engineering

design and consulting segment,
engineering construction segment,
industrial manufacturing segment,
clean energy, environmental
protection and water utilities
segment and investment and other
business segments, among which,
survey, design and consulting
segment and engineering
construction segment are mainly
engaged in construction business;
industrial manufacturing segment
is mainly engaged in manufacture
of cement, civil explosive
and equipment; clean energy,
environmental protection and water
utlities segment is mainly engaged
in clean energy, environmental
protection and water utilities
business; investment and other
business segments are mainly
engaged in expressway operation
and infrastructure services
business.

construction, industrial
manufacturing,
investment and
operation and
comprehensive
servies, efc.
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Average price
during the
20 trading Net assets
days prior to per share
the pricing Premium forthe | Corresponding
Transaction Main husiness of henchmark ratioof | previous | multiple of
year Merging party | Main business of merging party | Merged party merged party date Issue price | issue price year P/B ratio
018 Sinotrans (H) | Sinotrans is a leading integrated |  Sinotrans | Sinotrans Development 358 hRJ) 842% 350 15
(0398.HK) | logistics provider and its main | Development |is a core enterprise
business includes freight| (600270.5H) |engaged in modern
forwarding, logistics, storage logistics business
and terminal services, logistics under Sinotrans. Its
equipment leasing and other main business includes
services. three major business
segments: air freight
forwarding services,
e-commerce logistics
and professional
logistics.
2020 Dalian Port (A+H) | Dalian Port is one of the largest | YingkouPort | Yingkou Port is mainly 1 17 0.00% 146 117
(601880.5H, | comprehensive terminal operators | (600317.5H) | engaged in terminals
80.HK) | in the Northeast China. The main and other port facilities

businesses of Dalian Port includes
oil products/liquid chemical
products terminals, container
terminals, automobile terminals,
ore terminals, general cargo
terminals, bulk grain terminals,
passenger roll-on/roll-off terminal
operations and related logistics
businesses, as well as port value-
added and supporting businesses.

services, cargo
handling, warchousing
services, vessel and port
services, leasing and
maintenance services
of port facilities and
equipment and port
machinery, etc.

~10 -
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Average price
during the
20 trading Net assets
days prior to per share
the pricing Premium forthe | Corresponding
Transaction Main husiness of henchmark ratioof | previous | multiple of
year Merging party | Main business of merging party | Merged party merged party date Issue price | issue price year P/B ratio
015 CSR (A+H) | CSR is principally engaged in CNR CNR is mainly 5.63 5.63 0.00% 293 192
(60176.5H, | the research and development, |  (601299.5H) | engaged in the research
1766HK) | manufacturing, refurbishment, and development,
sale and leasing of locomotives, manufacturing, repair
passenger carriages, freight and technical services
wagons, MU, rapid transit vehicles and equipment leasing
and key components, as well as of rail transportation
in other extended businesses that equipment (including
utilise proprietary rolling stock rolling stock and
technologies. At the same time, it urban rail vehicles),
is also engaged in new energy, new construction machinery,
materials, new energy vehicles, electrical and
construction machinery, general mechanical equipment,
contracting business, financial environmental
leasing, financial services and protection equipment
other fields. and related components.
At the same time, it
is also engaged in
the manufacturing
of electrical and
mechanical products,
clear energy, energy
conservation and
environment-friendly
equipment, trading
of raw materials,
financial leasing for
rail transportation
equipment and
machinery, and
management and
contracting services for
the urban rail and other
related projects.
Mean 00.99% - 141

—11 -
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The net assets per Share of Longyuan Power is RMB7.18 per Share, with
reference to the aforementioned range of P/B ratio multiples, the range of its
issue price is RMB7.32/Share to RMB13.79 per Share.

With reference to the valuation conclusion of the Merger, i.e., RMB81.659
billion to RMB131.916 billion, the share capital of H Shares of Longyuan
Power being 3,340,029,000 shares, as well as the closing price of H Shares
of Longyuan Power as at 15 January 2021 being HK$10.32 per Share
(equivalent to approximately RMB&8.60 per Share), the H Shares is valued at
RMB28,724,249,400. For the remaining Domestic Shares, based on the share
capital of Domestic Shares being 4,696,360,000 shares and the balance by
deducting the H Share valuation from the total valuation range, the issue price
range is calculated at RMB11.27 per Share to RMB21.97 per Share. For details,
please refer to “1.3.1 Analysis on the rationality of issue price of Longyuan
Power” below.

The overlap range of the aforementioned ranges is RMB11.27 per share to
RMB13.79 per share. Upon the communication with SASAC of the State
Council, RMB11.42 per share is finally selected as the final Issue Price, which is
adjusted to RMB11.30 per share.

Conversion Price of A Shares of Pingzhuang Energy

The Conversion Price of Pingzhuang Energy is based on the average price of
RMB3.50 per share in the 20 trading days prior to the Pricing Benchmark Date,
with a 10% premium rate, which is RMB3.85 per share. Having considered
the time and procedures required for listing of the A Shares by the Company,
it compensates for the risks and uncertainties to be borne by the Conversion
Shareholders of Pingzhuang Energy before the listing of the A Shares by the
Company. On 18 June 2021, being the date of the board meeting of Pingzhuang
Energy, the trading of its shares was suspended for one day due to the writing
off of the risk warning against the delisting of its shares and the implementation
of other risk warning, as at 17 June 2021, the closing price of the A shares
of Pingzhuang Energy was RMBS5.40 per share, and the conversion price of
RMB3.85 per share represented a discount of approximately 28.70% over such
closing price; as at the trading close on the Latest Practicable Date, the closing
price of A shares of Pingzhuang Energy was RMB5.84 per share, and the
conversion price of Pingzhuang Energy represented a discount of approximately
34.08% over such closing price; as at 31 December 2020, the net assets per
share of Pingzhuang Energy was RMB3.00 per share, and the conversion price
of Pingzhuang Energy represented a premium of approximately 28.33% over
such net assets per share.
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The Conversion Price of Pingzhuang Energy, the merged party, is determined
based on the average price of the shares of Pingzhuang Energy for the 20
trading days prior to the Pricing Benchmark Date, with reference to the
valuation of comparable companies and the premium rates of conversion in
comparable transactions of the same type, upon comprehensive consideration
of the risk of fluctuations in the price of the shares, risk compensation to the
Conversion Shareholders of Pingzhuang Energy and other factors. In view
of the mean of conversion premium rates given to the merged parties in the
absorption and merger transactions which serve as references for the valuation
of the Merger, being 15.30%, the continuous loss-making situation and poor
basic aspects of Pingzhuang Energy which even faced the risk of delisting
preceding the publishment of the Rules governing the Listing of Securities
on the Shenzhen Stock Exchange revised at the end of 2020, the premium
rate given to Pingzhuang Energy shall not exceed the average premium rate
of the reference cases, being 15.30%. On the other hand, the average price
of the shares of Pingzhuang Energy for 1 day, 10 days and 20 days prior to
the suspension of trading was RMB3.61 per share, RMB3.60 per share and
RMB3.50 per share, respectively. Although the premium given was mainly
based on the average price for 20 days prior to the Pricing Benchmark Date of
Pingzhuang Energy, in order to be fair to Pingzhuang Energy, the Conversion
Price shall not be lower than the average price for 1 day and 10 days prior to the
Pricing Benchmark Date of Pingzhuang Energy, that is, no less than RMB3.61
per share (the corresponding premium rate is approximately 3.14%). Taking
into account comprehensively the premium rate range of 3.14% to 15.30%, 10%
was selected as the premium rate. For details, please refer to “1.3.2 Analysis on

the Rationality of Conversion Price of Shares of Pingzhuang Energy” below.

If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in Pingzhuang Energy from the Pricing Benchmark Date to
the date of the Share Swap (both days inclusive), the above Conversion Price
shall be adjusted accordingly. Under other circumstances, the Conversion Price

will no longer be adjusted.

The formula of the adjustment of Conversion Price of A Shares of Pingzhuang

Energy is:

PI=(PO—D+AXK) (1+K+N)

In which, PO is the pre-adjustment Issue Price, N is the number of bonus shares
or shares converted into share capital for each share, K is the number of new
shares issued or allocated for each share, A is the price for new share issuance
or allocation, D is the amount of dividend per share, and P1 is the post-

adjustment Issue Price.
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Conversion Ratio

The calculation formula for Conversion Ratio is: Conversion Ratio =
Conversion Price of A Shares of Pingzhuang Energy — Issue Price of A
Shares of Longyuan Power (calculation result is rounded to four decimal
places). Conversion Ratio for the Merger is 1: 0.3407, that is, each A Share
of Pingzhuang Energy held by the Conversion Shareholders of Pingzhuang
Energy can be converted for 0.3407 A Share to be issued by Longyuan Power.
The Conversion Ratio for the Absorption and Merger through Share Swap will
be adjusted based on the Issue Price after the profit distribution of Longyuan

Power.

From the next date upon completion of profit distribution by Longyuan Power
to the Share Swap Exercise Date (both days inclusive), unless there occurs
any ex-right or ex-dividend event such as cash dividends, stock dividends,
capital reserve converted into share capital and allotment of shares in either of
the Merger Parties or the circumstances that the Issue Price or the Conversion
Price shall be adjusted according to the relevant laws, regulations and the
requirements of regulatory authorities, the Conversion Ratio shall not be

adjusted under any other circumstances.

Number of Shares to be Issued under the Share Swap

As at the Latest Practicable Date, the total share capital of Pingzhuang Energy
is 1,014,306,324 shares. Assuming that all shareholders of Pingzhuang Energy
participate in the Share Swap, calculated based on the Conversion Ratio, the
total number of A Shares to be issued by Longyuan Power for the Merger is
345,574,165 shares. In view of the profit distribution for the year 2020 of
Longyuan Power, the adjusted Issue Price of A Shares is RMB11.30 per share
and the total consideration of the Share Swap is RMB3,904,988,064.50. As at
the Latest Practicable Date, CHN Energy indirectly holds 61.42% of shares of
Pingzhuang Energy through Pingzhuang Coal Group, its subsidiary. Without
considering the impact on the excise of Cash Alternative, Pingzhuang Coal
Group, upon the Share Swap, will hold 212,238,141 A Shares of Longyuan
Power, and the value of A Shares indirectly issued to CHN Energy will be
approximately RMB2,398,290,993.30.
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If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in either of the Merger Parties from the next date upon
completion of profit distribution by Longyuan Power to the date of the Share
Swap (both days inclusive), the above number of shares to be issued under the

Share Swap shall be adjusted accordingly.

Listing and Trading of A Shares of Longyuan Power

Upon the completion of the Merger, an application will be made for the A
Shares to be issued by Longyuan Power for the Merger and the A Shares to be
converted from the original Domestic Shares of Longyuan Power to be listed
and traded on the Main Board of the SZSE.

Treatment of Fractional Shares

The number of A Shares of Longyuan Power to be obtained by the Conversion
Shareholders of Pingzhuang Energy shall be in whole numbers, and if the
number of shares of Pingzhuang Energy to be held by them multiplied by the
Conversion Ratio is not in whole numbers, each shareholder shall be offered
one share in descending order based on the decimal point until the actual
number of shares to be converted is equal to the number of shares planned to
be issued. In case the number of shareholders with the same decimal number
exceeds the remaining shares, the shares will be allotted randomly by computer
system until the actual number of shares to be converted is equal to the number

of shares planned to be issued.

Treatment of Shares of Pingzhuang Energy with Restricted Rights

If the shares of Pingzhuang Energy held by the shareholders of Pingzhuang
Energy are pledged, frozen, sealed up or subject to any restrictions on rights,
all such shares shall be converted into A Shares issued by Longyuan Power
at the time of Share Swap, while the original pledge, freezing, sealing up or
other restrictions on rights on such shares will remain unchanged and become
attaching to the corresponding A Shares of Longyuan Power obtained through

Share Swap.
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Lock-up Period Arrangement

(1)  CHN Energy, the controlling shareholder of Longyuan Power, undertakes

that:

“(1)

(i1)

(iii)

(iv)

Within 36 months from the date when the A Shares of Longyuan
Power are listed and traded, the company shall not transfer or
entrust to others to manage the issued shares of Longyuan Power
directly or indirectly held by the company prior to the Absorption
and Merger through Share Swap (excluding H Shares), nor shall
Longyuan Power repurchase such shares. Within six months after
the listing of A Shares of Longyuan Power, if the closing prices
of A Shares of Longyuan Power for 20 consecutive trading days
are lower than the Issue Price, or the closing price at the end of six
months after the listing is lower than the Issue Price, the company
undertakes that the lock-up period of the shares of Longyuan
Power held by the company shall be automatically extended for

six months.

If relevant laws, regulations and regulatory documents or
securities regulatory authorities such as China Securities
Regulatory Commission have other requirements on the lock-up
period of shares, the company agrees to adjust the lock-up period
of the shares of Longyuan Power (excluding H Shares) held by the

company accordingly.

The company undertakes to assume and compensate all losses
caused to Longyuan Power and its controlled entities due to
violation of the above undertakings or relevant laws, regulations

and regulatory documents.

If any of the following circumstances occurs after one year from
the date of listing of the A Shares of Longyuan Power, the above
article (i) of the undertaking may be waived to comply with
upon the application of the company and with the consent of the
Shenzhen Stock Exchange: (a) both parties have actual control
relationship or are under the control of the same controller; (b)
such other circumstances as determined by the Shenzhen Stock

Exchange.”
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()

Northeast Electric Power (a wholly-owned subsidiary of CHN Energy),

the shareholder of Longyuan Power, undertakes that:

“(1)

(i1)

(iii)

(iv)

Within 36 months from the date on which the A Shares of
Longyuan Power are listed and traded, the company shall not
transfer or entrust to others to manage the issued shares of
Longyuan Power directly or indirectly held by the company prior
to the Absorption and Merger through Share Swap (excluding H
Shares), nor shall Longyuan Power repurchase such shares. Within
six months after the listing of A Shares of Longyuan Power, if the
closing prices of A Shares of Longyuan Power for 20 consecutive
trading days are lower than the Issue Price, or the closing price at
the end of six months after the listing is lower than the Issue Price,
the company undertakes that the lock-up period of the shares of
Longyuan Power held by the company shall be automatically

extended for six months.

If relevant laws, regulations and regulatory documents or
securities regulatory authorities such as China Securities
Regulatory Commission have other requirements on the lock-up
period of shares, the company agrees to adjust the lock-up period
of the shares of Longyuan Power (excluding H Shares) held by the

company accordingly.

The company undertakes to assume and compensate for all losses
caused to Longyuan Power and its controlled entities due to
violation of the above undertakings or relevant laws, regulations

and regulatory documents.

If any of the following circumstances occurs after one year from
the date of listing of the A Shares of Longyuan Power, the above
article (i) of the undertakings may be waived to comply with upon
the application of the company and with the consent of the SZSE:
(a) there are actual control relationship between the parties or they
are under the common control of a same controller; (b) such other

circumstances as determined by the SZSE.”
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Pingzhuang Coal Group, the controlling shareholder of Pingzhuang Energy,

undertakes that:

“(i)  Within 36 months from the date when the A Shares of Longyuan Power
are listed and traded, the company shall not transfer or entrust to others
to manage the shares of Longyuan Power held by the company due to the
Absorption and Merger through Share Swap, nor shall Longyuan Power
repurchase such shares. Within six months after the listing of A Shares
of Longyuan Power, if the closing prices of A Shares of Longyuan Power
for 20 consecutive trading days are lower than the Issue Price, or the
closing price at the end of six months after the listing is lower than the
Issue Price, the company undertakes that the lock-up period of the shares
of Longyuan Power held by the company shall be automatically extended

for six months.

(i1)  If relevant laws, regulations and regulatory documents or securities
regulatory authorities such as China Securities Regulatory Commission
have other requirements on the lock-up period of shares, the company
agrees to adjust the lock-up period of the shares of Longyuan Power

(excluding H Shares) held by the company accordingly.

(iii)) The company undertakes to assume and compensate all losses caused to
Longyuan Power and its controlled entities due to violation of the above
undertakings or requirements in relevant laws, regulations and regulatory

documents.

(iv) If any of the following circumstances occurs after one year from the date
of listing of the A Shares of Longyuan Power, the above article (i) of
the undertaking may be waived to comply with upon the application of
the company and with the consent of the Shenzhen Stock Exchange: (a)
both parties have actual control relationship or are under the control of
the same controller; (b) such other circumstances as determined by the
SZSE.”

Protection Mechanism for the Dissenting Shareholders of Longyuan Power

In order to fully safeguard the interests of the Shareholders of Longyuan
Power, pursuant to the requirements of the Company Law and the Articles of
Association of Longyuan Power, Longyuan Power will entitle its dissenting

shareholders the Put Option.

CHN Energy is the Put Option Provider in the Transaction.
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At the general meeting and corresponding shareholders’ class meetings for
consideration of the Transaction of Longyuan Power, any shareholder of
Longyuan Power who had cast effective dissenting votes in respect of relevant
resolutions and each of the sub-resolutions to be voted separately regarding the
plan for the Transaction and relevant resolutions regarding the entering into of
the Agreements and Supplemental Agreements relating to the Transaction is
entitled to request the Put Option Providers to purchase its shares in Longyuan

Power at a fair price.

After the purchase of shares of Longyuan Power held by the dissenting
shareholders at a fair price as requested by the dissenting shareholders, such
dissenting shareholders shall not be entitled to claim the Put Option against
Longyuan Power and/or other shareholders who cast effective assenting votes

in respect of relevant resolutions of the plan for the Transaction.

The Dissenting Shareholders of Longyuan Power who exercise their Put Option
may receive a cash consideration to be paid by the Put Option Providers at the
price of the Put Option for each share of Longyuan Power that they have validly
declared on the Put Option Exercise Date, and transfer the corresponding shares
to the Put Option Providers. The Put Option Providers shall be assigned all the
shares of Longyuan Power in respect of which the Dissenting Shareholders of
Longyuan Power exercise their Put Option on the Put Option Exercise Date and

pay cash consideration accordingly.

The Dissenting Shareholders of Longyuan Power shall satisfy the following

conditions while exercising the Put Option:

) having cast effective dissenting votes in respect of relevant resolutions
and each of the sub-resolutions to be voted separately regarding the
plan for the Transaction and relevant resolutions regarding the entering
into of the Agreements and Supplemental Agreements relating to the
Transaction at the general meeting and the corresponding class meetings

for consideration of the Transaction of Longyuan Power;

(ii)) having been effectively registered on the register of members of
Longyuan Power since the registration date of the general meeting and
shareholders’ class meetings of Longyuan Power who is applicable
for such class shareholders for consideration of the Transaction, and
continuing to retain the shares which are proposed to exercise the Put

Option until the Put Option Exercise Date;
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(iii) having successfully fulfilled relevant declaration procedures during the

Declaration Period of Put Option;

(iv)  there is no circumstance that excludes the right to claim the exercise of

the Put Option.

Shareholders who have fulfilled the above conditions only have the right to
declare the exercise of the Put Option for the shares with which they have cast
dissenting votes. Provided that the Dissenting Shareholders of Longyuan Power
sell their shares (including but not limited to judicially compulsory deductions,
etc.) after the registration date of the general meeting and shareholders’ class
meetings of the Company for consideration of the Transaction, the number
of shares entitled to the Put Option shall be decreased accordingly; provided
that the Dissenting Shareholders of Longyuan Power purchase shares after the
registration date of the general meeting and shareholders’ class meetings of the
Company for consideration of the Transaction, the number of shares entitled to
the Put Option shall not increase, and such shares shall not be entitled to the Put

Option.

The Dissenting Shareholders of Longyuan Power who hold the following shares
have no right to claim the exercise the Put Option for the shares they hold:

@) those shares of Longyuan Power with Restriction on Rights, including
but not limited to the shares with transfer restrictions imposed by laws
and regulations which are subject to any pledges, other third party’s
rights or judicial freeze;

(i1)  those shares held by legal holders who have undertaken in writing to

Longyuan Power to surrender the Put Option;

(iii)  other shares that may not exercise the Put Option under applicable laws.

The detailed arrangements for the Put Option (including but not limited to
the Put Option Exercise Date, the declaration, settlement and closing of the
Put Option, etc.) will be determined by Longyuan Power and the Put Option
Providers after negotiation and will be disclosed in accordance with the
requirements of the laws, regulations and the Hong Kong Stock Exchange in a
timely manner.

The relevant taxes and fees arising from the exercise of the Put Option shall be
borne by the dissenting shareholders of the Put Option, the Put Option Providers
and other parties in accordance with the requirements of relevant applicable

laws, regulatory authorities and clearing companies. If there is no specific
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provision in this regard under the applicable laws or from regulatory authorities
or clearing companies, it shall be negotiated and determined by related parties
with reference to market practices.

Protection Mechanism for the Dissenting Shareholders of Pingzhuang Energy

In order to fully safeguard the interests of the shareholders of Pingzhuang
Energy, pursuant to the requirements of the Company Law and the existing
articles of association of Pingzhuang Energy, Pingzhuang Energy will entitle its

dissenting shareholders the Cash Alternative.

(1)  Cash Alternative Provider(s)

CHN Energy is as the Cash Alternative Provider in the Transaction. At
the general meeting for consideration of the Transaction of Pingzhuang
Energy, any shareholder of Pingzhuang Energy who had cast effective
dissenting votes in respect of relevant resolutions and each of the
sub-resolutions to be voted separately regarding the plan for the
Transaction and relevant resolutions regarding the entering into of the
Agreements and Supplemental Agreements relating to the Transaction is
entitled to request Cash Alternative Providers to purchase its shares in
Pingzhuang Energy.

After the purchase of shares of Pingzhuang Energy held by the dissenting
shareholders requested by the dissenting shareholders, such dissenting
shareholders shall not be entitled to claim the Cash Alternative against
Pingzhuang Energy and/or other shareholders who cast effective assenting

votes in respect of relevant resolutions of the plan for the Transaction.

(2)  Price of Cash Alternative

The price for Cash Alternative of Dissenting Shareholders of Pingzhuang
Energy is the average price in the 20 trading days before the Pricing
Benchmark Date, i.e. RMB3.50 per share. If there occurs any ex-right
or ex-dividend event such as distribution of cash dividends, stock
dividends, capital reserve converted into share capital and allotment of
shares in Pingzhuang Energy from the Pricing Benchmark Date to the
Cash Alternative Exercise Date (both days inclusive), the price for Cash

Alternative shall be adjusted accordingly.
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3)

Conditions for the implementation of Cash Alternative

The Dissenting Shareholders of Pingzhuang Energy shall satisfy the

following conditions while exercising the Cash Alternative:

@) having cast effective dissenting votes in respect of relevant
resolutions and each of the sub-resolutions to be voted separately
regarding the plan for the Transaction and relevant resolutions
regarding the entering into of the Agreements and Supplemental
Agreements relating to the Transaction at the general meeting for

consideration of the Transaction of Pingzhuang Energy;

(i) having been effectively registered on the register of members
of Pingzhuang Energy since the registration date of the
general meeting of Pingzhuang Energy for consideration of
the Transaction, and continuing to retain the shares which
are proposed to exercise the Cash Alternative until the Cash

Alternative Exercise Date;

(iii) having successfully fulfilled relevant declaration procedures

during the Declaration Period of Cash Alternative;

(iv) there is no circumstance that excludes the right to claim the

exercise of the Cash Alternative.

Shareholders who have fulfilled the above conditions only have the
right to declare the exercise of the Cash Alternative for the shares with
which they have cast dissenting votes. Provided that the Dissenting
Shareholders of Pingzhuang Energy sell their shares (including but not
limited to judicially compulsory deductions, etc.) after the registration
date of the general meeting of Pingzhuang Energy for consideration of
the Transaction, the number of shares entitled to the Cash Alternative
shall be decreased accordingly; provided that the Dissenting Shareholders
of Pingzhuang Energy purchase shares after the registration date of
the general meeting of Pingzhuang Energy for consideration of the
Transaction, the number of shares entitled to the Cash Alternative shall

not increase, and such shares shall not be entitled to the Cash Alternative.
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If the Dissenting Shareholders of Pingzhuang Energy choose the Cash
Alternative, they shall cast effective dissenting votes at the general
meeting of Pingzhuang Energy held to consider the Transaction. In
case that the Transaction has still been considered and approved at the
general meeting of Pingzhuang Energy and the examination/approval for
the Transaction has been obtained from all other necessary regulatory
authorities, it shall require the exercise when Pingzhuang Energy
collects the intention of its shareholders who are willing to exercise the
Cash Alternative. The Dissenting Shareholders of Pingzhuang Energy
who exercise the Cash Alternative can obtain the cash consideration
paid by the Cash Alternative Providers based on the price of the Cash
Alternative for each share of Pingzhuang Energy that they have validly
declared on the implementation date of the Cash Alternative, and
transfer the corresponding shares to the Cash Alternative Providers.
The Cash Alternative Providers shall accept the transfer of all the
shares of Pingzhuang Energy involved in the exercise of the Cash
Alternative by the Dissenting Shareholders of Pingzhuang Energy on the
implementation date of the Cash Alternative, and pay the corresponding
cash consideration. The shares of Pingzhuang Energy transferred to the
Cash Alternative Providers through the Cash Alternative will be fully
converted into A Shares of Longyuan Power issued for the Merger on the

implementation date of the Share Swap at the conversion ratio.

The Dissenting Shareholders of Pingzhuang Energy who hold the
following shares have no right to claim the exercise of the Cash

Alternative for the shares they hold:

(1) those shares of Pingzhuang Energy with Restriction on Rights,
including but not limited to the shares with transfer restrictions
imposed by laws and regulations which are subject to any pledges,

other third party’s rights or judicial freeze;

(i1)  those shares held by legal holders who have undertaken in writing

to Pingzhuang Energy to surrender the Cash Alternative;

(iii)) other shares that may not exercise the Cash Alternative under

applicable laws.

The above shares which are not entitled to claim the Cash Alternative
will be converted into the A Shares to be issued by Longyuan Power for
the Merger based on the Conversion Ratio on the Share Swap Exercise
Date.
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The Dissenting Shareholders of Pingzhuang Energy who have submitted
the shares of Pingzhuang Energy as collateral for margin trading and
securities lending transactions shall not exercise the Cash Alternative
until they transfer the shares of Pingzhuang Energy from the customer
credit guarantee account of the securities company to their ordinary
securities account before the closing date of Declaration Period of the
Cash Alternative. The Dissenting Shareholders of Pingzhuang Energy
who have carried out agreed repurchase type securities trading shall not
exercise the Cash Alternative until they complete the early repurchase
procedures in time before the closing date of Declaration Period of the

Cash Alternative.

(4)  Adjustment mechanism for the price of Cash Alternative

A. Adjustment target

The adjustment target is the price of Cash Alternative of

Dissenting Shareholders of Pingzhuang Energy.

B. Adjustable period

From the date of the general meeting resolution announcement in
relation to the Transaction considered and approved by Pingzhuang

Energy to the approval by the CSRC of the Transaction.

C. Trigger conditions

a. Upward adjustment

During the adjustable period, upward adjustment will
be triggered when the following three conditions are

simultaneously fulfilled on any trading day:

(1) the closing indices of SZSE Composite (399106.SZ7)
on at least 20 trading days of 30 consecutive trading
days before the trading day are more than 20% higher
than the closing index on the trading day before the

suspension of Pingzhuang Energy;
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(i1)

(iii)

the closing indices of WIND Coal Index (886003.
WI) on at least 20 trading days of 30 consecutive
trading days before the trading day are more than
20% higher than the closing index on the trading day

before the suspension of Pingzhuang Energy;

the daily average trading prices of shares of
Pingzhuang Energy on at least 20 trading days of
30 consecutive trading days before the trading day
are more than 20% higher than the closing price of
shares on the trading day before the suspension of

Pingzhuang Energy.

b. Downward adjustment

During the adjustable period, downward adjustment will

be triggered when the following three conditions are

simultaneously fulfilled on any trading day:

(1)

(i1)

(iii)

the closing indices of SZSE Composite (399106.5Z7)
on at least 20 trading days of 30 consecutive trading
days before the trading day are more than 20% lower
than the closing index on the trading day before the

suspension of Pingzhuang Energy;

the closing indices of WIND Coal Index (886003.
WI) on at least 20 trading days of 30 consecutive
trading days before the trading day are more than
20% lower than the closing index on the trading day

before the suspension of Pingzhuang Energy;

the daily average trading prices of shares of
Pingzhuang Energy on at least 20 trading days of
30 consecutive trading days before the trading day
are more than 20% lower than the closing price of
shares on the trading day before the suspension of

Pingzhuang Energy.
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D.

Adjustment mechanism and price adjustment benchmark date

When the aforementioned price adjustment trigger conditions
first appeared, Pingzhuang Energy shall be entitled to hold the
board meeting within 10 trading days from the date when the price
adjustment trigger conditions were fulfilled to determine whether
to adjust the price of the Cash Alternative of the Dissenting
Shareholders of Pingzhuang Energy in accordance with the price
adjustment plan. During the adjustable period, Pingzhuang Energy
will only adjust the price of the Cash Alternative of the dissenting
shareholders for once. In case that Pingzhuang Energy has
convened a board meeting to review and determine the adjustment
to the price of the Cash Alternative of the dissenting shareholders,
when the price adjustment conditions are triggered again, no
adjustments will be made; in case that Pingzhuang Energy has
convened a board meeting to decide not to adjust the price of the
Cash Alternative of the dissenting shareholders, when the price
adjustment conditions are triggered again, no adjustments will be

made.

The price adjustment benchmark date is the next trading day
after the date when the above trigger conditions are fulfilled.
The adjusted price of the Cash Alternative of the Dissenting
Shareholders of Pingzhuang Energy is the closing price of shares
on the trading day before the price adjustment benchmark date of

Pingzhuang Energy.

Relevant taxes and fees for the exercise of the Cash Alternative

The relevant taxes and fees arising from the exercise of the Cash
Alternative shall be borne by the dissenting shareholders of the
Cash Alternative, the Cash Alternative Providers and other parties
in accordance with the requirements of relevant applicable laws,
regulatory authorities and clearing companies. If there is no
specific provision in this regard under the applicable laws or from
regulatory authorities or clearing companies, it shall be negotiated
and determined by related parties with reference to market

practices.
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Arrangements in Relation to the Inheritance of Assets, Liabilities, Rights,
Obligations, Business, Qualifications, Responsibilities, and the Disposal of
Credits and Debts, and the Protection of Creditors in Respect Of the Merger

All assets (including equities of all companies directly invested in by it),
liabilities, businesses, qualifications, employees, contracts and all other rights
and obligations of Longyuan Power, as the merging party, will continue to be

held and performed by it.

The Assets to be Disposed of Pingzhuang Energy, as the merged party, shall
be delivered directly to Pingzhuang Coal Group. All assets and liabilities other
than the Assets to be Disposed of Pingzhuang Energy will be taken over by

Longyuan Power or its designated wholly-owned subsidiaries.

Longyuan Power and Pingzhuang Energy will issue the notification and
announcement on the matters in relation to the Transaction to their respective
creditors in accordance with the requirements of laws of the PRC and their
respective articles of association, and will legally pay off their debts or provide
sufficient and effective guarantees in accordance with the requirements of their
respective creditors (if any). The outstanding debts payable and obligations
and/or responsibilities performable by Longyuan Power shall be assumed by
Longyuan Power after the Closing Date; the outstanding debts payable and
obligations and/or responsibilities performable related to the Assets to be
Disposed of by Pingzhuang Energy shall be assumed by Pingzhuang Coal
Group after the Closing Date. Other outstanding debts payable and obligations
and/or responsibilities performable other than the Assets to be Disposed of shall
be assumed by Longyuan Power or its designated wholly-owned subsidiaries

after the Closing Date.

For the issued and unexpired non-financial corporate debt financing instruments
of Longyuan Power and Pingzhuang Energy, such as the enterprise bonds,
corporate debts and ultra-short-term financing bonds, short-term financing
bonds and medium-term notes, Longyuan Power and Pingzhuang Energy made
commitment to hold debt financing instruments/bonds holders’ meetings for the
consideration of the matters in relation to the Transaction in accordance with
the relevant regulations and the debt financing prospectus and as agreed in the

rules for the holders” meetings.
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Arrangements for the Transitional Period of the Merger

During the Transitional Period of the Absorption and Merger through Share
Swap, both of the Merger Parties shall, and should procure their respective
controlled subsidiaries to: (i) continue to operate independently according to
the prevailing operational practices and business methods, and not conduct
any unusual transactions or incur any unusual liabilities in their normal
business process; (ii) make every effort to maintain all assets that constitute
the main business in good condition, and continue to maintain relationships
with competent authorities of the government, customers and employees; (iii)
prepare, organize and keep their respective documents and information, as well

as pay all related taxes and fees on time.

Distribution of Retained Profits

Except for the profit distribution plan approved by the respective general
meetings of the Merger Parties, the retained profits of the Merger Parties as
of the Closing Date of the Merger are shared by all the shareholders of the

Surviving Company in proportion to their shareholding.

Placement of Staff

Upon completion of the Merger, the labor relations, social security relations
and wages and benefits package for the employees of Longyuan Power
will remain unchanged and continue to be borne by Longyuan Power; the
labor relations as well as the social security relations for, and other benefits
payable to the employees in accordance with laws or the existing regulations
of Pingzhuang Energy, and the payment of wages in arrears, etc. for all the
employees (including but not limited to those who are on-post, are temporarily
unemployed, early retired, retired, take unpaid leave, are seconded or borrowed,
are temporary workers, etc.) of Pingzhuang Energy shall be inherited by
Pingzhuang Coal Group, the counterparty of the Assets to be Disposed of. The
compensation and/or compensation matters (if any) and other expenses and
costs related to the placement of those employees arising from early termination
of the labor contracts relations between such employees and Pingzhuang Energy

shall be paid or borne by Pingzhuang Coal Group.
Longyuan Power and Pingzhuang Energy have convened staff representative

meeting or staff meeting on 21 May 2021 and 18 May 2021, respectively, which

have considered and approved the staff placement plan contained in the Merger.
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1.1.2. Details of the Transaction of the Assets Disposal

Parties involved in the Transaction

The seller of the Assets Disposal is Pingzhuang Energy, and the purchaser is
Pingzhuang Coal Group. The Receiving Party of the cash consideration of the
Assets to be Disposed of is Longyuan Power, the Surviving Company after the

Merger.

Assets to be Disposed of

For all the assets and liabilities other than deferred income tax assets, deferred
income and tax payable of Pingzhuang Energy as at 31 December 2020, the
specific scope is subject to the asset valuation scope as confirmed in the
Valuation Report on the Assets to be Disposed of issued by Zhong Ming
Appraisal.

The details of the deferred income tax assets, deferred income and tax payable

of Pingzhuang Energy as at 31 December 2020 are as follows:

RMBO0’000
Item Amount
Deferred income tax assets 9,279.38
Tax payable 4,039.86
Deferred income 232.61

Transaction price and pricing basis for the Transaction of the Assets Disposal

China United Appraisal has issued the Valuation Report on the Mining Rights
of the Assets to be Disposed of for the Assets to be Disposed of held by
Pingzhuang Energy. Zhong Ming Appraisal has issued the Valuation Report
on the Assets to be Disposed of for the other Assets to be Disposed of held by
Pingzhuang Energy. Based on the above valuation reports, it was confirmed that
the total appraisal value of the Assets to be Disposed of owned by Pingzhuang
Energy was RMB3,436,725,600, with 31 December 2020 as the Valuation
Benchmark Date. The aforesaid valuation reports have been filed with CHN

Energy for record.
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Valuation Target

Valuation Report

Appraisal Value

Assets to be Disposed of

Asset Valuation Report on the
Relevant Assets and Liabilities
of Inner Mongolia Pingzhuang
Energy Co., Ltd. in Relation to the
Proposed Assets Disposal Matters
by Such Company (Zhong Ming
Ping Bao Zi [2021] No. 16116)

RMB3,436,725,600

Fengshuigou mining

rights

Valuation Report on the Mining
Rights of Fengshuigou Coal Mine
of Inner Mongolia Pingzhuang
Energy Co., Ltd. (Zhong Lian Ping]
Kuang Bao Zi [2021] No. 1480)

RMB0.00

Liujia mining rights

Valuation Report on the Mining
Rights of Liujia Coal Mine of
Inner Mongolia Pingzhuang
Energy Co., Ltd. (Zhong Lian Ping
Kuang Bao Zi [2021] No. 1478)

RMB37,464,400

Laogongyingzi mining rights

Valuation Report on the Mining
Rights of Laogongyingzi

Coal Mine of Inner Mongolia
Pingzhuang Energy Co., Ltd.
(Zhong Lian Ping Kuang Bao Zi
[2021] No. 1477)

RMB394,534,100

Xilutian mining rights

Valuation Report on the Mining
Rights of Xilutian Coal Mine

of Inner Mongolia Pingzhuang
Energy Co., Ltd. (Zhong Lian Ping

Kuang Bao Zi [2021] No. 1479)

RMB0.00

Taking the above appraisal results which have been filed as pricing basis, as

agreed among the parties involved in the Transaction of the Assets Disposal, the
total transaction price for the Assets to be Disposed of is RMB3,436,725,600.
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Arrangement for the assets delivery of the Assets Disposal

From the Closing Date of Assets to be Disposed of, the receiver of the Assets
to be Disposed of shall enjoy all the rights and interests of all the assets under
the Assets to be Disposed of, and shall assume all liabilities, responsibilities
and obligations under the Assets to be Disposed of. The consideration of the
Assets to be Disposed of shall be payable by Pingzhuang Coal Group in cash to

Longyuan Power, the Surviving Company after the Merger.

Profit and Loss of the Assets Disposal during the Transitional Period

The parties involved in the Transaction of the Assets Disposal agreed that from
the Valuation Benchmark Date to the Closing Date of the Assets to be Disposed
of, the gains or losses arising from the Assets to be Disposed of and changes in
equity resulting from any reasons shall be enjoyed or borne by Pingzhuang Coal

Group.

Placement of Staff Involved in the Assets Disposal

The labor relations as well as the social security relations such as pension,
medical,unemployment, work injury and maternity for, and other benefits
payable to the employees in accordance with laws or the existing regulations
of Pingzhuang Energy, and the payment of wages in arrears, etc. for all the
employees of Pingzhuang Energy shall be inherited by Pingzhuang Coal Group.
The compensation and/or compensation matters (if any) and other expenses and
costs related to the placement of those employees arising from early termination
of the labor contracts relations between such employees and Pingzhuang Energy

shall be paid or borne by Pingzhuang Coal Group.
1.1.3. Details of the Transaction of the Purchase through Cash
Parties involved in the Transaction
The purchaser of the Purchase through Cash is Longyuan Power, and the sellers
are the Other Subsidiaries of CHN Energy, which includes, Northeast Electric

Power, Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric

Power, Gansu Electric Power and North China Electric Power.

~31 -



LETTER FROM THE BOARD

Assets to be Purchased

Details of the Assets to be Purchased are as follows:

Counterparty of
the Assets to be Shareholding
No. Purchased Target Companies Percentage
1 Northeast Electric 100% equity interests in Northeast New 100%
Power Energy
2 Shaanxi Electric 100% equity interests in Dingbian New 100%
Power Energy
3 Guangxi Electric 100% equity interests in Guangxi New 100%
Power Energy
4 Yunnan Electric 100% equity interests in Yunnan New 100%
Power Energy
5 Gansu Electric 100% equity interests in Gansu New Energy 100%
Power
6 100% equity interests in Tianjin Jieneng 100%
7 North China 100% equity interests in Inner Mongolia 100%
Electric Power New Energy
8 100% equity interests in Shanxi Jieneng 100%

Transaction price and pricing basis for the Transaction of the Purchase through

Cash

China United Appraisal has issued the Valuation Report on the Assets to be

Purchased held by Yunnan Electric Power, Guangxi Electric Power, Northeast

Electric Power, Gansu Electric Power, Shaanxi Electric Power and North

China Electric Power, respectively. According to such valuation reports, it was

confirmed that the total appraisal value of the Assets to be Purchased held by

Yunnan Electric Power, Guangxi Electric Power, Northeast Electric Power,

Gansu Electric Power, Shaanxi Electric Power and North China Electric Power
was RMBS5,774,000,000, with 31 December 2020 as the Valuation Benchmark
Date. The valuation reports have been filed with CHN Energy for record.
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Taking the above appraisal result which has been filed as pricing basis, as

agreed among the parties involved in the Transaction of the Purchase through

Cash, the transaction prices for the Assets to be Purchased are as follows:

RMBO0’000
Appraisal
Counterparty Value for
of the Assets to Assets to be Valuation Report (individually or collectively, “the Valuation 100% equity
No. be Purchased Purchased Report on the Assets to be Purchased”) interests Transaction Price
| Northeast Electric | 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 7940000 7940000
Power in Northeast New | China Longyuan Power Group Corporation Limited* of 100% Equity
Energy Interest in Guodian Northeast New Energy Development Co., Ltd.*
Held by CHN Energy Northeast Electric Power Co., Ltd. (Zhong Lian
Ping Bao Zi [2021] No. 1470)
2 Shaanxi Electric | 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by §1,60000 §1,60000
Power in Dingbian New | China Longyuan Power Group Corporation Limited* of 100% Equity
Energy Interest in Guoneng Dingbian New Energy Co., Ltd.* Held by CHN
Energy Shaanxi Electric Power Co., Ltd. (Zhong Lian Ping Bao Zi
[2021] No. 1469)
3 Guangxi Electric | 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 9860000 9860000
Power in Guangxi New China Longyuan Power Group Corporation Limited* of 100% Equity
Energy Interest in Guangxi Guoneng Energy Development Co., Ltd.* Held by
CHN Energy Guangxi Electric Power Co., Ltd. (Zhong Lian Ping Bao
Z1[2021] No. 1472)
4 Yunnan Electric 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 7520000 7520000
Power in Yunnan New China Longyuan Power Group Corporation Limited* of 100% Equity
Energy Interest in Guoneng Yunnan New Energy Co., Ltd.* Held by CHN
Energy Yunnan Electric Power Co., Ltd. (Zhong Lian Ping Bao Zi
[2021] No. 1474)
5 Gansu Electric 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 4420000 4420000
Power in Gansu New Energy | China Longyuan Power Group Corporation Limited* of 100% Equity

Interest in Guodian Gansu New Energy Co., Ltd.* Held by CHN
Energy Gansu Electric Power Co., Ltd. (Zhong Lian Ping Bao Zi [2021]
No. 1471)
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Appraisal
Counterparty Value for
of the Assets to Assets to be Valuation Report (individually or collectively, “the Valuation 100% equity
No. be Purchased Purchased Report on the Assets to be Purchased”) interests Transaction Price
6 | North China Electric | 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 60,00000 60,000.00
Power in Tianjin Jieneng | China Longyuan Power Group Corporation Limited* of 100% Equity
Interest in Tianjin Guodian Jieneng Electric Power Co., Ltd.* Held by
CHN Energy North China Electric Power Co., Ltd. (Zhong Lian Ping
Bao Zi [2021] No. 1476)
1 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 7910000 7910000
in Inner Mongolia | China Longyuan Power Group Corporation Limited* of 100% Equity
New Energy Interest in Guodian North China Inner Mongolia New Energy Co.,
Ltd.* Held by CHN Energy North China Electric Power Co., Ltd.
(Zhong Lian Ping Bao Zi [2021] No. 1473)
§ 100% equity interests | Asset Valuation Report on the Project of Proposed Acquisition by 5930000 5930000
in Shanxi Jieneng | China Longyuan Power Group Corporation Limited* of 100% Equity
Interest in Guodian Shanxi Jieneng Co., Ltd.* Held by CHN Energy
North China Electric Power Co., Ltd. (Zhong Lian Ping Bao Zi [2021]
No. 1475)
Total 577,400.00 577,400.00

Based on such appraisal value and through friendly negotiations among the
parties, it was determined that the total transaction price for the Assets to be
Purchased in the Transaction is RMB5,774,000,000.

The Board of the Company, upon careful review of the relevant valuation
information of the Transaction provided by the Company, is of the view
that: the valuation assumptions of the relevant asset valuation reports issued
by China United Appraisal, which was engaged by the Company for the
Transaction, are in accordance with the relevant PRC laws and regulations,
which follow common practices or criteria of the market and comply with the
actual conditions of the appraised entities, therefore the valuation assumptions
are reasonable; the purpose of the valuation is to determine the market value of
the Assets to be Purchased as at the Valuation Benchmark Date and to provide
a value reference basis for the Transaction, and the actual scope of assets
appraised by the appraisal agency is consistent with the scope of assets under
the entrusted valuation. The valuation has been conducted in accordance with
the requirements of relevant PRC regulations and industry standards, which

follow the principles of independence, objectivity, fairness and science. The
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valuation methods adopted are reasonable, the valuation results have reflected
the actual conditions of the appraised entities as at the Valuation Benchmark
Date in an objective and fair way, and the valuation methods are relevant to
and consistent with the valuation purpose. The transaction prices of the Assets
to be Purchased in the Transaction are based on the valuation results issued by
an asset appraisal agency that meets the requirements of the Securities Law and
filed with CHN Energy, and are determined by the parties to the Transaction
through negotiation. For the purpose of the valuation, corresponding
valuation procedures are implemented in accordance with the requirements
of relevant PRC regulations and industry standards and with the principles of
independence, objectivity, fairness and science during the process of valuation,
the valuation methods adopted are reasonable, the reference data and materials
are reliable, the valuation results have reflected the actual conditions of the
appraised entities as at the Valuation Benchmark Date in an objective and fair
way, and the valuation pricing is reasonable and fair. The valuation pricing in
the Transaction is fair, without any prejudice to the interests of the Company

and its shareholders, especially the minority shareholders.

Arrangement for the assets delivery of the Purchase through Cash

From the Closing Date of Assets to be Purchased, the purchaser of the Assets
to be Purchased shall enjoy all the rights and interests of all the assets under
the Assets to be Purchased, and shall assume all liabilities, responsibilities and

obligations under the Assets to be Purchased.

Profit and Loss of the Purchase through Cash during the Transitional Period

The parties involved in the Transaction of the Purchase through Cash agreed to
engage an accounting firm with qualifications in securities and futures business
to conduct audit on the profit and loss of the Assets to be Purchased during the
transitional period within the 30 days after the Closing Date of Assets to be
Purchased. The profit and loss during the period from the Valuation Benchmark

Date to the Closing Date shall be determined based on the delivery audit report.

The parties agreed that from the Valuation Benchmark Date to the Closing Date
of Assets to be Purchased, the gains realised from the Assets to be Purchased
shall be attributable to Longyuan Power; the losses arising from the Assets
to be Purchased shall be borne by Yunnan Electric Power, Guangxi Electric
Power, Northeast Electric Power, Gansu Electric Power, Shaanxi Electric Power
and North China Electric Power who dispose of the equity interest in the loss-
making company and shall be fully paid in cash to Longyuan Power no later
than ten (10) working days after the date of the delivery audit report.
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Placement of Staff Involved in the Purchase of Assets through Cash

The parties to the Purchase through Cash agreed that as the Assets to be
Purchased under the Purchase through Cash are all equity interests in
companies, the Purchase does not involve the placement of staff of the
companies, and the labor relations, social security relations and wages and

benefits of the staff will continue to be borne by such companies.

Performance Commitment and Compensation Involved in the Purchase of Assets
through Cash

The Performance Undertakers, being Yunnan Electric Power, Guangxi Electric
Power, Northeast Electric Power, Gansu Electric Power, Shaanxi Electric Power
and North China Electric Power, have set the Performance Commitment Period
of the Valuation Adjustment Targets to be the year during which the purchase
of the assets is completed (i.e. the transfer of the assets of the Valuation
Adjustment Targets has been completed) and the following two accounting
years, i.e., the year of 2021, 2022 and 2023. In the event that the purchase of
the assets fails to be completed before 31 December 2021, the Performance
Commitment Period of Yunnan Electric Power, Guangxi Electric Power,
Northeast Electric Power, Gansu Electric Power, Shaanxi Electric Power and
North China Electric Power will be adjusted to be the year of 2022, 2023 and
2024.

Based on the estimated net profit set out in the valuation report on the
Valuation Adjustment Targets issued by China United Appraisal, Yunnan
Electric Power, Guangxi Electric Power, Northeast Electric Power, Gansu
Electric Power, Shaanxi Electric Power and North China Electric Power have
provided commitment to the Company on the net profit (meaning the net profit
attributable to shareholders of the parent company after deduction of non-
recurring profit or loss) of the Valuation Adjustment Targets for each of the
year of 2021, 2022, 2023 and 2024 (if any).

For details of the performance commitment and compensation, please refer to
the below “resolution on entering into the Profit Compensation Agreement with
effective conditions”.

Validity period of resolutions

The validity period of resolutions of the Transaction is 12 months from the date

of the Transaction being considered and approved at the general meeting and

relevant Class Meetings of the Company.
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1.1.4. Procedures for the Transaction

(1)

Approvals have been obtained for the Transaction:

(1)

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

the Transaction has been considered and approved at the first
meeting of the fourth session of the board of directors of

Longyuan Power in 2021;

the Transaction has been considered and approved at the 13th
meeting of the eleventh session of the board of directors of

Pingzhuang Energy;

the Transaction has been considered and approved by the internal

decision-making authorities of CHN Energy;

the Transaction has been approved by the SASAC of the State

Council;

the Transaction has been considered and approved at the seventh

meeting of the fourth session of the Board of Longyuan Power;

the Transaction has been considered and approved by the 16th
meeting of the eleventh session of the board of directors of

Pingzhuang Energy;

the Transaction has been approved through decision-making by

Pingzhuang Coal Group;

the Transaction has been approved through internal decision-
making by Yunnan Electric Power, Guangxi Electric Power,
Northeast Electric Power, Gansu Electric Power, Shaanxi Electric

Power and North China Electric Power;

for the Transaction, the Hong Kong Stock Exchange has no
objection to the shareholder circular in connection with the
transactions under the Agreement on Absorption and Merger
through Share Swap, the Assets Disposal Agreement and the
Agreement on Purchase of Assets through Cash Payment and
their respective supplemental agreements published by Longyuan

Power.
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2) The Transaction is subject to the approvals or verifications

The Transaction is subject to the approval or verification procedures,

including but not limited to:

@) the Transaction is subject to the consideration and approval by the

general meeting of Pingzhuang Energy;

(i)  the Transaction is subject to the consideration and approval by
the general meeting and the H Shareholders Class Meeting of

Longyuan Power;

(iii) the Transaction is subject to the verification or decision of no
further review (if necessary) by the Antimonopoly Bureau of the
State Administration for Market Regulation for the concentration

of business operators involved in the Transaction;

(iv)  the Transaction is subject to the review and approval by the SZSE
for the listing of A Shares to be issued by Longyuan Power for the
Merger;

(v)  the Transaction is subject to the approval by the CSRC;

(vi) the Transaction is subject to other necessary approvals or
verifications (if necessary) as stipulated in the relevant laws and

regulations.

As at the Latest Practicable Date, to the best reasonable knowledge of the
Directors of the Company, save and except for the conditions for approval or
verification yet to be obtained specified above, there is no other conditions
for approval or verification that need to be brought to the attention of the
Shareholders.

There are uncertainties about whether the above approvals or verifications
can be obtained for the Transaction. Investors and potential investors
should exercise caution, when dealing, or contemplating dealing in the

Shares of the Company.
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1.2.

MAIN CONTENTS OF THE AGREEMENTS RELATING TO THE
TRANSACTION

On 15 January 2021, the Company entered into the Agreement on Absorption and
Merger through Share Swap, the Assets Disposal Agreement and the Agreement on
Purchase of Assets through Cash Payment, respectively for the possible absorption
and merger of Pingzhuang Energy through Share Swap and the material assets
replacement, and on 18 June 2021, entered into the supplemental agreements of the
above agreements. In addition to the contents listed in “1.1. Plan for the Transaction”
above, the main terms and conditions of the Agreement on Absorption and Merger
through Share Swap, the Assets Disposal Agreement and the Agreement on Purchase
of Assets through Cash Payment and their respective supplemental agreements

include:

1.2.1. Agreement on Absorption and Merger through Share Swap and its Supplemental

Agreement

Effectiveness and The Agreement on Absorption and Merger through Share
Termination of Swap shall come into existence from the date of signing and

Agreement sealing by the legal representatives of both parties.

The Agreement on Absorption and Merger through Share
Swap shall become effective from the date on which all the
following conditions are fulfilled (for the avoidance of any

doubt, such conditions shall not be waived by any party):

@) the Transaction has been approved with more than
2/3 of votes held by the independent shareholders
attending the general meeting and the H Shareholders

Class Meeting of Longyuan Power, respectively;

(i)  the Transaction has been approved with more
than 2/3 of votes held by all the non-connected
shareholders attending the general meeting of

Pingzhuang Energy;
(iii) the Purchase has been considered and approved by

the internal competent decision-making authorities of
Other Subsidiaries of CHN Energy;
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(iv) the Disposal has been considered and approved
by the competent decision-making authorities of

Pingzhuang Coal Group;

(v)  the asset valuation reports on the Assets to be Purchased
and the Assets to be Disposed of have been filed with
CHN Energy;

(vi) the Transaction has been approved by the SASAC of
the State Council;

(vii) the matters in relation to the Transaction have been
approved by CSRC;

(viii) the Transaction has passed the examination on
concentration of business operators conducted by the
Anti-monopoly Bureau of the State Administration
for Market Regulation and/or by overseas anti-

monopoly examination authorities (if necessary);

(ix) the Hong Kong Stock Exchange has no objection
to the shareholder circular in connection with the

Transaction published by Longyuan Power.

The Agreement on Absorption and Merger through Share
Swap shall be terminated in case of any of the following

circumstances:

Both parties agree to terminate it through negotiations.
Under such circumstance, none of the Merger Parties shall

be liable for any default liability.

If a competent government authority issues injunction,
determination and orders that restrict, prohibit, disallow the
completion of the Merger, either party shall be entitled to
terminate the Agreement on Absorption and Merger through
Share Swap by written notice. Under such circumstance,
neither of the Merger Parties shall be liable for any default
liability.
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Liabilities for
Default

Either party affected by force majeure event shall notify
the other party within ten (10) working days from the
occurrence of such force majeure event and provide
evidences thereof that are available. If the Agreement on
Absorption and Merger through Share Swap cannot be
performed for sixty (60) days due to any force majeure
event (except for extension of the agreement as agreed by
both parties), either party to the Agreement on Absorption
and Merger through Share Swap shall be entitled to
terminate the Agreement on Absorption and Merger through
Share Swap by written notice. Under such circumstance,
neither of the Merger Parties shall be liable for any default
liability.

If either party commits a material default of the
requirements of the Agreement on Absorption and Merger
through Share Swap and such default acts are not remedied
within thirty (30) days following written notice issued by
the non-defaulting party to the defaulting party requesting
the defaulting party takes immediate remedial action for
such default acts, the non-defaulting party shall be entitled
to unilaterally terminate the Agreement on Absorption and
Merger through Share Swap by written notice. Under such
circumstance, the defaulting party shall be liable for the
defaulting and compensate for all actual losses suffered by

the other party therefrom.

If either party to the Agreement on Absorption and Merger
through Share Swap violates its representations, warranties,
commitments, or makes any misstatements, or fails to
perform any of its responsibilities or obligations under
the Agreement on Absorption and Merger through Share
Swap, such party shall be deemed to have defaulted. The
defaulting party shall, upon request of the other party,
continue to perform its obligations or take measures to
remedy the default or provide the other party with full,

prompt, adequate and effective compensation.
If the Merger fails to take effect or fails to be completed for

reasons not attributable to either party, neither of the parties
shall be liable for liabilities for default.
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1.2.2. Assets Disposal Agreement and its Supplemental Agreement

Assets Delivery
and Payment
of Transaction

Consideration

Profit
Compensation

Arrangement

Both parties agree that, from the Closing Date, the receiver
of the Assets to be Disposed of shall enjoy all rights and
interests of all assets under the Assets to be Disposed of and
assume all liabilities, responsibilities and obligations under
the Assets to be Disposed of. All compensation, payment
obligations, penalties which may arise from the Assets
to be Disposed of and all pending disputes or conflicts
of Pingzhuang Energy subsequent to the Closing Date
shall be borne and solved by Pingzhuang Coal Group, and
Pingzhuang Energy bears no liability. If any losses arising
therefrom occur to Pingzhuang Energy, Pingzhuang Coal
Group shall fully compensate Pingzhuang Energy for all
losses suffered by Pingzhuang Energy in cash or by other
methods recognized by Pingzhuang Energy within five (5)
working days upon receipt of corresponding notice from

Pingzhuang Energy.

Both parties agree that, from the Closing Date, the seller
shall be deemed to have performed its obligations to deliver
the Assets to be Disposed of under the Assets Disposal
Agreement, however, the seller still has the obligation to
assist the receiver of the Assets to be Disposed of in dealing
with the procedures for registration of changes of ownership
of the Assets to be Disposed of (including but not limited
to registration of changes with industrial and commercial

authorities).

Both parties agree that, once Pingzhuang Coal Group
transfers the transaction consideration for the Assets to
be Disposed of to the bank account designated by the
seller within five (5) working days from the Closing Date,
Pingzhuang Coal Group shall be deemed to have fully
performed its obligation to pay the consideration under the

Assets Disposal Agreement.
The parties confirmed that there are no relevant

arrangements on profit guarantee and compensation in

connection with the Disposal.
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Liabilities for
Default

Effectiveness,
Alteration and
Termination of

Agreement

If either party to the Assets Disposal Agreement violates its
representations and warrantees or makes any misstatements,
or fails to perform any of its responsibilities or obligations
under the Assets Disposal Agreement, such party shall
be deemed to have defaulted. The defaulting party shall,
upon the request of the other party, continue to perform
its obligations or take measures to remedy its default or

provide it with compensation.

If the Disposal fails to take effect or fails to be completed
for reasons not attributable to either party, neither of the

parties shall be liable for liabilities for default.

The Assets Disposal Agreement shall come into
existence from the date of signing and sealing by the
legal representatives of both parties, which shall become

effective upon all the following conditions are fulfilled:

@) the Transaction has been approved with more than
2/3 of votes held by the independent shareholders
attending the general meeting, the H Shareholders

Class Meeting of Longyuan Power, respectively;

(i1) the Transaction has been approved with more
than 2/3 of votes held by all the non-connected
shareholders attending the general meeting of

Pingzhuang Energy;

(iii)  the Purchase has been considered and approved by the
internal competent decision-making authorities of the
Other Subsidiaries of CHN Energy;

(iv) the Disposal has been considered and approved by
the internal competent decision-making authorities of

Pingzhuang Coal Group;
(v)  the Transaction has been approved by the competent

state-owned assets supervision and administration

authorities;
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(vi)

(vii)

(viii)

(ix)

the matters in relation to the Transaction have been
approved by CSRC;

the Transaction has passed the examination on
concentration of business operators conducted by the
Anti-monopoly Bureau of the State Administration
for Market Regulation and/or by the anti-monopoly
examination authorities in relevant countries and

areas outside of the PRC (if necessary);

the Transaction has obtained the approval by the
SZSE for the listing of A Shares to be issued by

Longyuan Power for the Merger;

the Hong Kong Stock Exchange has no objection
to the shareholder circular in connection with the

Transaction published by Longyuan Power.

Any alterations, amendments or supplement to the Assets

Disposal Agreement are subject to the signing of written

agreements by both parties. Such written agreements, being

a part of the Assets Disposal Agreement, shall have equal

legal effect with the Assets Disposal Agreement.

The Assets Disposal Agreement shall be terminated in case

of any of the following circumstances:

(1)

(i1)

(iii)

both parties agree to terminate it through negotiations

before the Closing Date;

the Transaction cannot be implemented due to force
majeure or other objective reasons other than the

parties’ before the Closing Date;

either party to the Assets Disposal Agreement
commits a material default of the requirements of
the agreement or the applicable laws, which makes it
impossible to perform and complete the agreement.
Under such circumstance, the remaining party shall be
entitled to unilaterally terminate the Assets Disposal

Agreement by written notice.
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If the agreement is terminated in accordance with the
provisions of items (i) and (ii) above, neither party
shall assume liabilities to any other party for breach of
agreement. If the Assets Disposal Agreement is terminated
in accordance with the provisions of items (iii), in addition
to performing the obligations set forth above, the defaulting
party shall make full compensation to the non-defaulting
party for the losses suffered by the non-defaulting party

therefrom.

1.2.3. Agreement on Purchase of Assets through Cash Payment and its Supplementary

Agreement

Assets Delivery
and Payment
of Transaction

Consideration

Profit
Compensation

Arrangement

Both parties agree that, from the Closing Date, the receiver
of the Assets to be Purchased shall enjoy all rights and
interests of all assets under the Assets to be Purchased and
assume all liabilities, responsibilities and obligations under
the Assets to be Purchased.

Both parties agree that, once the Surviving Company
transfers the transaction consideration for the Assets to
be Purchased to the bank account designated by the seller
within five (5) working days from the Closing Date,
the Surviving Company shall be deemed to have fully
performed its obligation to pay the consideration under the

Agreement on Purchase of Assets through Cash Payment.

Both parties agree that, from the Closing Date, the seller
shall be deemed to have performed its obligation to deliver
the Assets to be Purchased under the Agreement on

Purchase of Assets through Cash Payment.

The detailed plan for profit guarantee and compensation
arrangement (if involved) shall otherwise be negotiated
and determined by both parties with reference to the
requirements of relevant laws and regulations and the

practice.
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Liabilities for
Default

Effectiveness,
Alteration and
Termination of

Agreement

If either party to the Agreement on Purchase of Assets
through Cash Payment violates its representations and
warrantees or makes any misstatements, or fails to
perform any of its responsibilities or obligations under
the Agreement on Purchase of Assets through Cash
Payment, such party shall be deemed to have defaulted. The
defaulting party shall, upon the request of the other party,
continue to perform its obligations or take measures to

remedy its default or provide it with compensation.

If the Transaction fails to take effect or fails to be
completed for reasons not attributable to either party,
neither of the parties shall be liable for liabilities for

default.

The Agreement on Purchase of Assets through Cash
Payment shall come into existence from the date of signing
and sealing by the legal representatives of both parties,
which shall become effective upon all the following

conditions are fulfilled:

@) the Transaction has been approved with more than
2/3 of votes held by the independent shareholders
attending the general meeting, the H Shareholders

Class Meeting of Longyuan Power, respectively;

(i1)  the Transaction has been approved with more
than 2/3 of votes held by all the non-connected
shareholders attending the general meeting of

Pingzhuang Energy;

(iii)  the Purchase has been considered and approved by
the internal competent decision-making authorities of

the seller;
(iv) the Disposal has been considered and approved by

competent decision-making authorities of Pingzhuang

Coal Group;
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(v)  the Transaction has been approved by the competent
state-owned assets supervision and administration

authorities;

(vi) the matters in relation to the Transaction have been
approved by CSRC;

(vii) the Transaction has passed the examination on
concentration of business operators conducted by the
Anti-monopoly Bureau of the State Administration
for Market Regulation and/or by the anti-monopoly
examination authorities in relevant countries and

areas outside of the PRC (if necessary);

(viii) the Transaction has obtained the approval by the
SZSE for the listing of A Shares to be issued by

Longyuan Power for the Merger;

(ix) the Hong Kong Stock Exchange has no objection
to the shareholder circular in connection with the

Transaction published by Longyuan Power.

Any alterations, amendments or supplement to the
Agreement on Purchase of Assets through Cash Payment are
subject to the signing of written agreements by the parties.
Such written agreements, being a part of the Agreement
on Purchase of Assets through Cash Payment, shall have
equal legal effect with the Agreement on Purchase of Assets

through Cash Payment.
The Agreement on Purchase of Assets through Cash
Payment shall be terminated in case of any of the following

circumstances:

@) both parties agree to terminate it through negotiations

before the Closing Date;
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(ii)  the Transaction cannot be implemented due to force
majeure or other objective reasons other than the

parties’ before the Closing Date;

(iii)  either party to the Agreement on Purchase of Assets
through Cash Payment commits a material default of
the requirements of the agreement or the applicable
laws, which makes it impossible to perform and
complete the Agreement on Purchase of Assets
through Cash Payment. Under such circumstance,
the remaining parties shall be entitled to unilaterally
terminate the Agreement on Purchase of Assets

through Cash Payment by written notice.

The parties agree that:

If the Agreement on Purchase of Assets through Cash
Payment is terminated in accordance with the provisions
of items (i) and (ii) above, neither party shall assume
liabilities to other parties for breach of agreement. Under
such circumstance, the parties shall, under the principle
of restitution, sign all documents and take all necessary
actions or, at the request of the other parties (such request
shall not be unreasonably rejected), sign all documents or
take all actions to assist the other parties to return to the

state on the date of signing.

If the Agreement on Purchase of Assets through Cash
Payment is terminated in accordance with the provisions of
item (iii), in addition to performing the obligations set forth
above, the defaulting party shall make full compensation to
the non-defaulting party for the losses suffered by the non-

defaulting party therefrom.

The Merger, the Disposal and the Purchase jointly constitute the whole Transaction.
The Merger, the Disposal and the Purchase are inter-conditional upon each other,

failing any of which, the other two transactions will not be implemented.
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1.3. Analysis on the Rationality of the Merger

1.3.1 Analysis on the rationality of Issue Price of Longyuan Power

13LL

Ideas of valuation and selection of methods

From the practice of transactions of mergers and acquisitions, the market
approach and income approach are generally used to carry out valuation
of the subject of the transaction. In particular, market approach mainly
includes the comparable company method and the comparable transaction
method; while the income approach is mainly the discounted cash flow
method. Cash flow is mainly divided into free cash flow of enterprises,

free cash flow of equity interests and dividend cash flow.

Based on the characteristics of the relevant companies, the comparable
company method selects valuation multiples of comparable listed
companies (such as P/E ratio multiples, P/B ratio multiples, P/S
multiples, etc.) as reference, the core idea of which is to carry out
valuation on transaction targets by using relevant indicators and valuation

multiples in the secondary market.

The comparable transaction method is to select companies which are in
the same industry as the Company, and have completed the process of
being invested or merger by acquisition for a suitable period before the
valuation, obtaining useful financial or non-financial data to conduct
analysis with reference to the financing or the transaction price from
merger by acquisition, in order to obtain the corporate value or equity

interest value of the transaction target.

The fundamental procedures of discounted cash flow method are as
follows: first, establishing and using a reasonable financial model to
predict the expected revenue, such as cash flow; secondly, choosing a
reasonable discount rate (the weighted average capital cost or equity
interest capital cost) based on the characteristics of relevant companies
and the direction of the capital flow, performing discount on cash flow
based on the expected revenue, and obtaining the transaction target or the
value of equity interests through the estimation of the current value of

expected income revenue.
Based on the actual situation of the Transaction, this report will select

the appropriate method from the above three methods to examine and

analyze the rationality of the price of the Merger.
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1312

Analysis on comparable companies method

By analyzing the operating and financial data of listed companies in the

same or similar industries in the capital markets, the appropriate value

ratios are calculated and the value of the valuation target are obtained

after comprehensive analysis.

(1)

Standards and scope of selecting comparable companies

In the Transaction, the A-share listed companies principally
engaging in wind power generation business are selected as
comparable companies of Longyuan Power, and the operating
results for the last 12 months (as at the date of the announcement
on the first resolutions in relation to the Transaction at the Board
meeting, i.e. 18 January 2021, the same hereinafter) and the equity
interests attributable to shareholders of the parent company as
of the end of the most recent financial reporting period available
based on the financial information publicly disclosed by the listed

companies are shown in the following table:

RMB’00 million
Equity interests
attributable to
the shareholders of
the parent company as of
the end of the most
recent financial
reporting period
Net profit attributable available based on
to the shareholders of | the financial information
the parent company for publicly disclosed by
Stock code Stock abbreviation the past 12 months the listed company
601016.5H CECEP Wind-power 6.95 97.24
601619.SH Jiaze Renewables 251 36.59
600163.5H Zhongmin Energy 2.63 3333

Source: Wind, announcements of relevant companies.
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(i1)

Notes:

As the comparable companies are all A-share listed companies,
the end of the most recent financial reporting period available
based on the financial information publicly disclosed by the listed

companies refers to 30 September 2020.

The comparable transactions specified in the circular cover all

cases of transactions that meet the selection criteria.

Formulas for calculating financial indicators

The formulas for calculating the financial indicators involved in

the comparable company method are as follows:

i)

i)

iii)

v)

Net profit attributable to shareholders of the parent
company for the last 12 months = net profit attributable to
shareholders of the parent company in the fourth quarter of
2019 + net profit attributable to shareholders of the parent
company in the first three quarters of 2020;

Earnings per Share attributable to shareholders of the parent
company for the last 12 months = net profit attributable to
shareholders of the parent company for the last 12 months/
the number of issued ordinary Shares of the Company as of

the last trading day prior to the Pricing Benchmark Date;

P/E ratio for the last 12 months = average transaction price
per Share for the 20 days prior to the Pricing Benchmark
Date/earnings per Share attributable to Shareholders of the

parent company for the last 12 months;

Net assets per Share as at the end of the most recent period
= equity interests attributable to shareholders of the parent
company as of the end of the most recent financial reporting
period available based on the financial information publicly
disclosed by the listed company/number of issued ordinary
shares of the company as of the last trading day prior to the

Pricing Benchmark Date;
P/B ratio = average transaction price per trading day up to

20 days prior to the Pricing Benchmark Date/net assets per

Share as at the end of the most recent period.
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(iii)  Valuation results of P/E ratio method of comparable companies

P/E ratio for

Stock code Stock abbreviation the last 12 months (x)
601016.SH CECEP Wind-power 25.55x
601619.SH Jiaze Renewables 28.83x
600163.SH Zhongmin Energy 25.87x
Minimum value 25.55x
Mean 26.75x
Median 25.87x
Maximum value 28.83x

Source: Wind, announcements of relevant companies.

According to the Longyuan Power 2019 Audit Report, the
unaudited financial data from January to September 2019 of
Longyuan Power and the unaudited financial data from January to
September 2020 of Longyuan Power, the net profit attributable to
the shareholders of the parent company for the last 12 months of
Longyuan Power is RMB4.713 billion.

The value of the entire equity interests of the Shareholders
of Longyuan Power calculated by using the P/E ratio data of
comparable companies for the last 12 months is as follows:

Calculated by | Calculated by
Indicators maximum value | minimum value

P/E Ratio of comparable companies for the
last 12 months (x) 28.83x 25.55x

Value of entire equity interests of
the Shareholders of Longyuan Power
(RMB’00 million) 1,358.76 1,204.17

If the P/E ratio for the last 12 months of the above comparable
companies is used as the reference valuation indicator, the value
of entire equity interests of the Shareholders of Longyuan Power
ranges from RMB120,417 million to RMB135,876 million.

_50_



LETTER FROM THE BOARD

(iv)

Valuation results of P/B ratio method of comparable companies

Stock

Stock code abbreviation P/B ratio
601016.SH CECEP Wind-power 1.83x
601619.SH Jiaze Renewables 1.98x
600163.SH Zhongmin Energy 2.04x
Minimum value 1.83x
Mean 1.95x
Median 1.98x
Maximum value 2.04x

Source: Wind, announcements of relevant companies.

According to the Longyuan Power 2020 Interim Report, the net
assets attributable to the shareholders of the parent company as at
30 June 2020 of Longyuan Power is RMB54.883 billion.

The value of the entire equity interests of the Shareholders
of Longyuan Power calculated by using the P/B ratio data of

comparable companies is as follows:

Calculated by | Calculated by

Indicators maximum value | minimum value

P/B Ratio of comparable companies (x) 2.04x 1.83x

Value of entire equity interests of the
Shareholders of Longyuan Power
(RMB 00 million) 1,119.61 1,004.36

If the P/B ratio of the above comparable companies is used as the
reference valuation indicator, the value of entire equity interests
of the Shareholders of Longyuan Power ranges from RMB 100,436
million to RMB111,961 million.

As Longyuan Power has been operating steadily for long and has
recorded continuous profits during the reporting period (the year
of 2018, 2019, 2020), the P/E ratio indicator has reference value.
As power industry companies are assets intensive, the book value
of net assets can effectively reflect the assets owned by enterprises
actually, and thus the P/B ratio multiple based on book value has

reference value.
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13.13.

Discounted cash flow method

Discounted cash flow method is the valuation method based on future
forecast. Due to the lack of reliable cash flow or profit forecast data for
the year 2020 and each of the subsequent year, the Transaction does not

satisfy the criteria for valuation using the discounted cash flow method.

As Longyuan Power serves as the listed platform for wind power
under CHN Energy in the future, its future development plans (such as
business integration plan and installed capacity improvement plan) are
greatly affected by the development strategy plan for overall energy
sector of CHN Energy and national overall deployment policies for new
energy power generation business, and the business plans of Longyuan
Power are not merely affected by the market environment or supply and
demand of power products, therefore, it is difficult to make a reasonable
assumption on the profit forecast or cash flow forecast in a long run in

the future under the assumption of perpetual growth.

Furthermore, as the Merger Parties of the Transaction are listed
companies, prior to the completion of the Merger, subject to the listed
regulation and commercial confidentiality limit, a more detailed financial
information and future profits and cash flow forecast could not be
provided and the announcement on the future profits and cash flow
forecast may lead to unusual fluctuations in the share price. Among the
large amount of the merger and acquisition transactions involved by both
the A-share listed companies and companies listed on the Hong Kong
Stock Exchange, the discounted cash flow method is not adopted in the
determination of the appraisal value of companies listed on the Hong
Kong Stock Exchange or their Issue Prices, such as the absorption and
merger of China Gezhouba Group Stock Company Limited (600068.SH)
through share swap by China Energy Engineering Corporation Limited
(03996.HK), the absorption and merger of Sinotrans Air Transportation
Development Corporation Limited (600270.SH) through share swap by
Sinotrans Limited (0598.HK), the acquisition of ENN Energy Holdings
Limited (2688.HK) by ENN Natural Gas Co., Ltd. (600803.SH), the
acquisition of China Merchants Shekou Industrial Zone Holdings Co.,
Ltd. (001979.SZ) by Shenzhen Chiwan Wharf Holdings Limited (000022.
SZ), etc.
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1314

Comparable transaction method analysis

The P/E ratio and P/B ratio level of the transaction were calculated by
analyzing the transaction proposals disclosed since 1 January 2017 and
the comparable transactions of purchase of assets through issuance of
shares or purchase of wind power assets through cash payment which
may constitute material asset reorganisation conducted by the A-share
listed companies that had been completed as at 31 December 2020, and
were compared with the P/E ratio and P/B ratio of Longyuan Power in

the Transaction.

Selecting the cases of the transactions first disclosed and completed
during the period from 1 January 2017 to 31 December 2020 by the
A-share listed companies falling into the transactions in relation to @
the purchase of assets through the issuance of Shares, or @ the purchase
of assets through cash payment, which constitutes the material asset
reorganisation, in which, the subject assets acquired are engaged in the

wind power generation business.

As the comparable analysis mainly takes into account the transactions
in A-share market, in selecting the range of comparable transactions,
we shall take into account that there should not be too large difference
between the then average valuation level and the current average
valuation level. The A-share market experienced sharp fluctuations in the
overall valuation level from June 2014 to June 2016. Taking Wind Power
Industry Index (882258.WI) as an example, the index continuously kept
increasing from 1840.23 points on 30 May 2014 to a historical peak of
6325.95 points on 25 June 2015, and then rapidly decreased by more than
50% to 3039.68 points within one year until 30 June 2016. Subsequently,
the industry valuation has been being gradually stable until now. In
the range where the overall valuation level of the industry fluctuated
sharply, the valuation of comparable transactions was also affected by
the market condition at that time, which differed significantly from that
for nowadays, and thus had a low referential value. Compared with the
above range, Wind Power Industry Index (882258.WI) only has had
slight fluctuation since 2017, which has higher referential value. The
Power Industry Index closed at 3,261.37 points at the end of 2016 and at
3,304.45 points at the end of 2020, with an increase of only 1.32%, and a
minimum of 3,221.54 points and a maximum of 3,406.96 points in such
four years. The overall fluctuation was slight. Therefore, the range from

2017 up to present is appropriate.
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As the analysis of the comparable transactions is essentially the valuation
obtained by multiplying the comparable multiplier level of transactions
during the historical period with the corresponding financial data such
as profitability index and net asset index of Longyuan Power at present
(as of 15 January 2021), thus it shall ensure that the valuation (multiples)
of the power assets in the market during the selected historical period
is not significantly different from the current one (as of 15 January
2021). Power Industry Index recorded sharp fluctuations from 2014
to 2016, which reflects the great change in the valuation multiples of
the power assets in the market, which has a low reference value for the
current valuation; the mean of the Power Industry Index prior to 2014 is
obviously lower than the recent level, which reflects the lower valuation
of the power assets in the overall market during the historical period,
and using this range as a reference would systematically underestimate
the value of Longyuan Power in the Transaction; the fluctuation of the
Power Industry Index has slowed down since 2017, and the mean of
the last four years was not much different from that at the end of 2020,

either. Therefore, the year 2017-2020 was selected.

As Longyuan Power has been operated stably in a long run, and it
continues to make profits during the reporting period, the P/E ratio
indicator has reference value; as companies in the power industry are
capital intensive, the book value of the net assets is able to reflect the
asset condition actually owned by the enterprises, therefore, the P/B ratio

multiples based on the book value has reference value.

(1) Formulas for calculating financial indicators

The formulas for calculating the financial indicators involved in

the comparable company method in this report are as follows:

1) P/E Ratio = final valuation result of the market value of
the total shareholders’ equity of the target company/the
net profit attributable to all the shareholders of the target
company in the most recent accounting year disclosed in

the announcement;

ii) P/B Ratio = final valuation result of the market value of
the total shareholders’ equity of the target company/the
net assets attributable to all the shareholders of the target
company as at the end of the most recent period disclosed

in the announcement.
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(i1)

Valuation results of the comparable transaction method

RMBO0’000
Acquisition parties Transaction target ~ |Target amount | P/E ratio P/B ratio
. 100% equity interests of
Zhongmin Ener, o
SMRETEIEY 1 Zhongmin Wind Power | 253.855.00 3937 207x
100% equity interests of
Malong Company 27,190.00 2237x 101
100% equity interests of
Yunnan Energy Dayao Company 47,510.00 34.39x 1.05x
Investment 100% equity interests of
Huize Company 48,710.00 14.67x 1.24x
70% equity interests of Luxi
Company 26,890.00 12.10x 1.13x
Jiangnan Chemical 100% equity interests of
Industry Dun’an New Energy **/ 249,900.00 92.56x 1.33x
. 100% equity interests of
Shanghai Power .
BHaEow Jiangsu Power 301,083.63 25,95 1261
Sichuan New Energy | 55% equity interests of
Power Sichuan Energy Investment 148,234.61 25.68x 1.18x
Minimum value 12.10x 101x
Mean 24.93x 1.28x
Median 25.08x 1.21x
Maximum value 39.37x 207x

Note 1:  Source: Wind and announcements of relevant companies.

Note 2:  As the P/E Ratio of Dun’an New Energy is significantly
higher than other comparable transactions, it is excluded
in the assessment through the P/E Ratio of the comparable
transactions. In the case of Dun’an New Energy, the P/B ratio
is 1.33x, which is not much different from other comparable
transactions. However, due to Dun’an New Energy recorded
continuous loss before the transaction, and under the basis
of the preparation of its simulated financial statements, the
company turned loss into gain just at the time when the
transaction took place, Dun’an New Energy is therefore
not a company that has continued to make steady growth in
profitability, so the referential value of P/E ratio indicator is
relatively low.

Note 3:  The principal business of each of the above transaction targets
is wind power generation.

Note 4:  “Target amount” refers to “the appraisal value of the total

shareholders’ equity of the target company as at the Valuation
Benchmark Date.” The difference between such amount and
the transaction consideration is attributed to what the listed
company acquired may only be the acquisition of a controlling
stake (i.e. 55% or 70% of the shares) rather than the 100%
equity interests of the target company. Thus, both the P/E ratio
and P/B ratio shall be calculated based on the corresponding
appraisal value of the total shareholders’ equity.
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13.15.

Note 5:  The comparable transactions specified in the circular cover all
cases of transactions that meet the selection criteria.

When the comparable transaction P/E ratio was used as the
reference valuation indicator, the value of the entire equity
interests of the Shareholders of Longyuan Power ranged from
RMBS52.333 billion to RMB170.275 billion.

When the comparable transaction P/B ratio was used as the
reference valuation indicator, the value of the entire equity
interests of the Shareholders of Longyuan Power ranged from
RMB53.452 billion to RMB109.550 billion.

Summary

The mean of the lower limit of interval of valuation through P/E ratio
method and P/B ratio method of comparable companies is regarded as
the lower limit of the interval ultimately selected through the comparable
company method. The mean of the upper limit of the interval of valuation
through P/E ratio method and P/B ratio method is regarded as the upper
limit of the interval ultimately selected through the comparable company
method. The interval of entire equity interest value of the Shareholders of
Longyuan Power analyzed through comparable company method ranged
from RMB110.427 billion to RMB123.919 billion.

RMB’00 million
Lower limit of Upper limit of
Method interval of valuation | interval of valuation
Comparable company method — P/E
Ratio 1,204.17 1,358.76
Comparable company method — P/B
Ratio 1,004.36 1,119.61
Final conclusion under comparable
company method 1,104.27 1,239.19

The mean of the lower limit of interval of valuation through comparable
transaction P/E ratio method and P/B ratio method is regarded as the
lower limit of the interval ultimately selected through the comparable
transaction method. The mean of the upper limit of the interval of
valuation through comparable transaction P/E ratio method and P/B ratio
method is regarded as the upper limit of the interval ultimately selected

through the comparable company method. The interval of entire equity
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interest value of the Shareholders of Longyuan Power analyzed through
comparable transaction method ranged from RMB52.892 billion to
RMB139.913 billion.

RMB’00 million
Lower limit of Upper limit of
Method interval of valuation | interval of valuation
Comparable transaction method — P/E
Ratio 523.33 1,702.75
Comparable transaction method — P/B
Ratio 534.52 1,095.51
Final conclusion under comparable
transaction method 528.92 1,399.13

According to the above results, if the mean value of the lower limit of
the interval of valuation through comparable transaction method and that
through comparable company method is regarded as the ultimate lower
limit of interval and the mean value of the upper limit of the interval
of valuation through comparable transaction method and that through
comparable company method is regarded as the ultimate upper limit of
interval, then the interval of valuation of entire equity interest value of
the Shareholders of Longyuan Power ranged from RMB81.659 billion to

RMB131.916 billion.

RMB’00 million
Lower limit of Upper limit of
Method interval of valuation | interval of valuation
Comparable company method 1,104.27 1,239.19
Comparable transaction method 528.92 1,399.13
Final conclusion 816.59 1,319.16

According to the Plan for Absorption and Merger of Inner Mongolia
Pingzhuang Energy Co., Ltd. Through Share Swap by China Longyuan
Power Group Corporation Limited* and Disposal of Material Assets
and Purchase of Assets Through Cash Payment and Related Party
Transaction (SHER 7 J1 4 [ i 6 A BR 2 R)4G Wli 15 F 1 55 ot P 3
REVR 00 R W) B T R e ) e S AT B < i L R o) W 52 o T
%)) considered and approved at the thirteenth meeting of the eleventh

session of the Board of Pingzhuang Energy on 15 January 2021, the Issue
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Price of the A Shares of Longyuan Power is RMB11.42 per Share. As
at 15 January 2021, the closing price of H Shares of Longyuan Power
was HK$10.32 per Share, equivalent to RMB8.60 per Share (based on
the median RMB exchange rate of HK$1: RMBO0.8336 quoted by the
People’s Bank of China on 15 January 2021).

As at 15 January 2021, the total share capital of Longyuan Power
is 8,036,389,000 Shares, consisting of 3,340,029,000 H Shares and
4,696,360,000 Domestic Shares. With the Issue Price of A Shares of
Longyuan Power corresponding to the equity value of the Shareholders
of Domestic Shares of Longyuan Power, and the price of H Shares
corresponding to the equity value of the Shareholders of H Shares of
Longyuan Power, the equity value of the Shareholders of ordinary shares
of Longyuan Power is RMB82.367 billion, falling within the above
valuation interval ranging from RMB81.659 billion to RMB131.916
billion.

On 28 May 2021, an annual general meeting was held by Longyuan
Power, at which, the annual profit distribution plan for the year 2020
was considered and approved for distributing the cash dividend of
RMBO0.1176 per Share (tax inclusive) to Shareholders whose names
appear on the register of members of Longyuan Power on 7 June 2021.
Pursuant to the above annual profit distribution plan, the Issue Price of
Shares under the Absorption and Merger through Share Swap shall be
adjusted by Longyuan Power on the ex-right or ex-dividend basis and the
adjusted Issue Price is RMB11.30 per Share.

Since the valuation range under the comparable companies method falls

within the valuation range under the comparable transactions method,
with limited scope, in such case, it is usually possible to select (1) the
union set of the results under the two valuation methods, or (2) the
intersection of the results under the two valuation methods, or (3) the
range between the average of the lower limits and the average of the
upper limits of the results under the two valuation methods as the final
valuation results. If method (1) is selected, the effect of the valuation
results under comparable companies method will not be considered and
the final range selected will be too large and the valuation range will
be less meaningful for reference; if method (2) is selected, the effect
of the valuation results under comparable transaction method will not
be considered and the final range selected will be too dependent on the
results under comparable companies method. Therefore, in order to take

into account comprehensively the effects of the results under the two
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valuation methods, the average of the lower valuation limits is selected
as the final lower valuation limit and the average of the upper valuation
limits is selected as the final upper valuation limit. Such selection
method is reasonable. The method for this valuation is reasonable and in

accordance with market practice, and acceptable by the market.

In summary, the Board of the Company is of the view that in the
Transaction, the Issue Price of Longyuan Power was determined based
on the principle of taking into account the interests of the shareholders of
the Merger Parties, comprehensive consideration of the valuation level
of comparable companies and comparable transactions in the industry,
the overall business conditions, profitability, growth prospects, anti-
risk ability and other factors of the Merger Parties. The valuation is

reasonable and the pricing is fair.

1.3.2. Analysis on the Rationality of Conversion Price of Shares of Pingzhuang
Energy

1.3.2.1 Comparison between Conversion Price and historical price

During Absorption and Merger through Share Swap, the Conversion Price
of holders of A Shares of Pingzhuang Energy is based on the average
transaction price of A Shares of Pingzhuang Energy for 20 trading days
prior to the Pricing Benchmark Date, i.e. on the basis of RMB3.50/Share,
and a 10% conversion premium rate on such basis was recognized, i.e.
RMB3.85/Share. If Pingzhuang Energy issues cash dividends, share
dividends, conversion of capital reserve into share capital, allotment
of dividends or in the event of ex-right and ex-dividend matters from
Pricing Benchmark Date to the conversion date (both days inclusive),
the Conversion Price mentioned above will be adjusted accordingly. In
addition, the Conversion Price is no longer subject to adjustment.
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1322,

The Conversion Price has a certain premium over the closing price of the
last trading day before the suspension of Pingzhuang Energy, the average
price in the last 20 trading days, the average price in the last 60 trading
days and the average price in the last 120 trading days. Details of which

are as follows:

Premium of
Conversion
Stock price Price over
Benchmark price (RMB/Share) historical price
Closing price one day before
suspension 3.61 6.65%
Average price in the last 20 trading
days 3.50 10.00%
Average price in the last 60 trading
days 3.25 18.46%
Average price in the last 120 trading
days 2.95 30.51%

Note 1: Source: Wind.

Note 2: The average transaction price is calculated by dividing the total
transaction amount of Pingzhuang Energy’s shares by the total
transaction volume during the calculation period.

Conversion premium making adequate reference to the conversion
premium level of the same type of transactions through Absorption and

Merger through Share Swap in recent years

During the Absorption and Merger through Share Swap, if the
Conversion Price of the shareholders of Pingzhuang Energy is calculated
based on the average transaction price of shares of Pingzhuang Energy
20 trading days prior to the Pricing Benchmark Date, i.e. on the basis of
RMB3.50/Share, the conversion premium rate with Conversion Price on
such basis of RMB3.85/Share would be 10%.
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Pingzhuang Energy, a party to be merged in the Transaction, is an A-share
listed company. Comparable transactions of A-share listed companies,
being merged parties in recent years, were selected for analysis. In such
type of transactions the comparison between the conversion price of the
merged parties and the premium rate of the average transaction price of
shares of merged parties 20 trading days prior to the announcement date
of the resolution of the first board of directors of the merged parties is as

follows:
Unit: RMB/Share
Average price of]
20 trading days Premium
Transaction Pricing prior to the ratio of
type of merger and | benchmark Name of pricing | Conversion | conversion
absorption date transaction benchmark date| ~ price price
H-share listed 2 September | Weichai Power (2338.HK) 488 5.80 18.85%
company mergers and 2006 merges and absorbs Torch
absorbs A-share listed (000549.5Z)
company
H-share listed § December | Chalco (2600.HK) merges 9.26 11.88 28.29%
company mergers and 2006 and absorbs Lanzhou
absorbs A-share listed Aluminium (600296.SH)
company
H-share listed § December | Chalco (2600.HK) merges 15.84 2081 31.38%
company mergers and 2006 and absorbs Shandong
absorbs A-share listed Aluminium (600205.SH)
company
H-share listed | 31 August 2007 | Shanghai Electric (2727.HK) 26.65 35.00 31.33%
company mergers and merges and absorbs Shanghai
absorbs A-share listed Power Transmission &
company Distribution (600627.SH)
A-share listed 5 November | Pangang Steel and Vanadium 14.14 17.08 20.79%
company mergers and 2007 (000629.5Z) merges and
absorbs A-share listed absorbs Panyu Titanium
company (000515.52)
A-share listed 5 November | Pangang Steel and Vanadium 6.50 7.8 20.79%
company mergers and 2007 (000629.5Z) merges and
absorbs A-share listed absorbs Great Wall Holding
company (000569.5Z)
A-share listed 26 December | Salt Lake Potash (000792.5Z) 25.46 25.46 0.00%
company mergers and 2008 merges and absorbs Salt Lake
absorbs A-share listed Group (000578.5Z)
company
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Average price of]
20 trading days Premium
Transaction Pricing prior to the ratio of
type of merger and | benchmark Name of pricing | Conversion | conversion
absorption date transaction benchmark date|  price price
A-share listed 30 December | Tangsteel Holdings (000709, 5.76 5.76 0.00%
company mergers and 2008 SZ) merges and absorbs
absorbs A-share listed Chengde Vanadium and
company Titanium (600357.SH)
A-share listed 30 December | Tangsteel Holdings (000709. 410 410 0.00%
company mergers and 2008 SZ) merges and absorbs
absorbs A-share listed Handan [ron and Steel
company (600001.SH)
A-share + H-share | 13 July 2009 China Eastern Airlines 5.50 6.8 25.00%
listed company (600115.5H,0670.HK)
mergers and absorbs merges and absorbs Shanghai
A-share listed Airlines (600591.SH)
company
A-share listed 16 October | Shanghai Pharmaceuticals 19.07 19.07 0.00%
company mergers and 2009 (601607.SH) merges
absorbs A-share listed and absorbs Shangshi
company Pharmaceutical (600607.5H)
A-share listed 16 October | Shanghai Pharmaceuticals 11.36 1136 0.00%
company mergers and 2009 (601607.SH) merges
absorbs A-share listed and absorbs Zhongxi
company Pharmaceuticals (600842.5H)
H-share listed 5June 2010 | BBMG (2009.HK) merges 10.09 10.8 7.04%
company mergers and and absorbs Taihang Cement
absorbs A-share listed (600553.5H)
company
A-share listed 4 November | Friendship Group (600827, 13.53 13.93 0.00%
company mergers and 2010 SH) merges and absorbs
absorbs A-share listed Bailian Group (600631.SH)
company
A-share listed 14 December | Jinan Iron & Steel (600022, 718 8.35 16.27%
company mergers and 2010 SH) merges and absorbs
absorbs A-share listed Laiwu Steel (600102.5H)
company
H-share listed 31 December | CCCC Holding (1800.HK) 1181 14.53 23.03%
company mergers and 2010 merges and absorbs Road &
absorbs A-share listed Bridge International
company (600263.SH)
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Average price of]
20 trading days Premium
Transaction Pricing prior to the ratio of
type of merger and | benchmark Name of pricing | Conversion | conversion
absorption date transaction benchmark date| ~ price price
H-share listed 21 March 2011 | GAC Group (2238.HK) 12,65 14.55 15.00%
company mergers and merges and absorbs GAC
absorbs A-share listed Changfeng (600991.SH)
company
A-share + H-share | 28 March 2012 | Guangzhou Pharmaceutical 11.55 11.55 0.00%
listed company (600332.SH, 0874.
mergers and absorbs HK) merges and absorbs
A-share listed Baiyunshan (000522.5Z)
company
A-share listed 5May 2012 | China Meheco (600056.SH) 6.39 6.39 0.00%
company mergers and merges and absorbs Topfond
absorbs A-share listed Pharmaceutical (600253.SH)
company
Non-listed 28 March 2013 | Midea Group merges and 9.46 15.96 08.71%
company mergers and absorbs Midea Holding
absorbs A-share listed (000527.8Z)
company
Non-listed 26 July 2014 | Shenyin & Wanguo merges §.30 9.96 20.00%
company mergers and and absorbs Hongyuan
absorbs A-share listed Securities (000562.5Z)
company
A-share listed 22 November | BesTV (600637.SH) merges 10.75 10.75 0.00%
company mergers and 2014 and absorbs Oriental Pearl
absorbs A-share listed (600832.5H)
company
A-share + H-share | 31 December | CSR (601766.SH, 1766.HK) 592 6.19 4.56%
listed company 2014 merges and absorbs CNR
mergers and absorbs (601299.5H)
A-share + H-share
listed company
Non-listed 28 April 2015 Wens Foodstuff Group 8.33 13.33 60.00%
company mergers and merges and absorbs
absorbs A-share listed Dahuanong (300186.5Z)
company
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Average price of]
20 trading days Premium
Transaction Pricing prior to the ratio of
type of merger and | benchmark Name of pricing | Conversion | conversion
absorption date transaction benchmark date|  price price
Non-listed company | 18 September | China Merchants Shekou 822 381 35.01%
mergers and absorbs 2015 merges and absorbs China
A-share listed Merchants Property A
company (000024.5Z)
A-share listed 25 February Great Wall Computer 36.26 2409 | -33.56%
company mergers and 2016 (000066.5Z) merges
absorbs A-share listed and absorbs Great Wall
company Information (000748.5Z)
A-share listed 23 September | Baosteel (600019.SH) merges 2.86 258 | -10.00%
company mergers and 2016 and absorbs WISCO
absorbs A-share listed (600005.5H)
company
Non-listed company | 15June 2017 | China Merchants Highway 473 5.93 2540%
mergers and absorbs merges and absorbs Huabei
A-share listed Expressway (000916.5Z)
company
H-share listed 1 March 2018 | Sinotrans (0598.HK) merges 16.91 20.63 22.00%
company mergers and and absorbs Sinotrans Air
absorbs A-share listed Transportation Development
company (600270.SH)
A-share listed | 24 October 2018 | Midea Group (000333.5Z) 46.28 5091 10.00%
company mergers and merges and absorbs Little
absorbs A-share listed Swan A (000418.5Z)
company
A-share listed 10 December | Xinhu Zhongbao (600208. 111 111 0.00%
company mergers and 2018 SH) merges and absorbs
absorbs A-share listed Xinhu Venture [nvestment
company (600840.SH)
A-share + H-share § July 2020 Dalian Port (601880.5H, 216 259 20.00%

listed company
mergers and absorbs
A-share listed

company

2880.HK) merges and absorbs
Yingkou Port (600317.SH)
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Average price of]
20 trading days Premium
Transaction Pricing prior to the ratio of
type of merger and | benchmark Name of pricing | Conversion | conversion
absorption date transaction benchmark date|  price price
H-share listed | 28 October 2020 | China Energy Engineering 6.04 8.76 45.00%
company mergers and (3996.HK) merges and
absorbs A-share listed absorbs Gezhouba
company (600068.SH)
Minimum value -33.56%
Mean 15.30%
Median 16.27%
Maximum value 08.71%
Note:
1. Source: Wind, announcement of relevant companies.
2. The comparable transactions specified in the circular cover all
cases of transactions that meet the selection criteria.
3. The level of premium rates of conversion mainly examines the extent

at which the Conversion Shareholders of the merged party is willing to
accept the premium of the conversion compared with the opportunity
cost of selling their shares in the secondary market. The indicator is
directly compared with the secondary market price of stocks, not financial
indicators, and its correlation with the market environment is relatively
low. Therefore, cases with longer duration where data can be obtained
for analysis were selected as far as possible. Due to the long period of
time, the difficulty of data acquisition of the transaction cases before
2006 has been further increased. It is difficult to completely obtain
lots of transaction information through public channels. Therefore,
the transactions since 2006 have been selected taking into account the
difficulty of data acquisition.

As known in the above table, in the case of comparable transactions,

the average and median of conversion price of the merged parties over

the average premium rate for 20 trading days were 15.30% and 16.27%,

respectively. The conversion price of Pingzhuang Energy was RMB3.85/

Share, representing a premium of 10% over the average of 20 trading

days, taking into consideration the continuous losses of Pingzhuang

Energy. The premium level was slightly lower than the average

conversion premium level of the same type of transactions, which was

reasonable.
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As to the reference of the premium rates of conversion, it is primarily
for the purpose of referring to the level of premium generally granted
to the shareholders of the merged party relative to the average share
price of the recent 20 days in historical transactions, so that such
prices are more “fair” to the shareholders of the merged party, and the
Transaction is more likely to be approved by the general meeting of
the merged party. According to these purposes, it can be seen that the
premium rates for similar transactions were not selected for the purpose
of evaluating the absolute value of shareholders’ equity of Pingzhuang
Energy, so it has a low correlation with the selection of the reference
interval (in fact, it can be seen from the table that there is no significant
trend between the premium rate and the transaction time). Therefore,
the Company considers that the selected reference interval is suitable
for comparable analysis. The transactions selected are all transactions in
which the merged parties have issued A shares, which are similar to the
Transaction, and are subject to the approval of the A shareholders’ class
meeting. Therefore, it can be used as a reference for the A shareholders
on what premiums the merged parties generally need to be given in the

transaction of merger and absorption.

Premium from conversion of shares fully taking into account the changes
in price of the A-share market and comparable listed companies during

the suspension period

During the period from 31 December 2020 (being the trading day
immediately before the suspension of trading) to 15 January 2021 (being
the date on which the board of directors of Pingzhuang Energy was
first convened), there was a certain degree of changes in the A-share
market, the index of such industry and the share price of comparable
listed companies of Pingzhuang Energy. During this period, SZSE
Composite Index (399106.SZ) increased by 1.61%, Wind Coal Index
(886003.WI) decreased by 1.61%, the mean and median of range of share
price changes of A Share coal mining industry comparable companies
were -9.88% and -10.84%. The premium rate of Share conversion of
Pingzhuang Energy is higher than the index during the suspension
period and the range of changes of comparable companies, which fully
covered the opportunity cost of shares held by investors of Pingzhuang
Energy. Even after considering the average price change of comparable
companies was -9.88%, the premium rate is calculated at 10% - (-9.88%)
= 19.88%, still within the range of the comparable transaction premium
rates, and not far from the average value of 15.30% and 16.27%.
Secondly, considering that as of 17 June 2021, before Pingzhuang
Energy reviewed the formal plan for the transaction, the closing price of
Pingzhuang Energy has increased to RMB5.40 per share, a significant
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increase from that of the Pricing Benchmark Date, therefore, the
Conversion Price at RMB3.85 per share would not harm the interests of
the shareholders of Longyuan Power.

From 31 December 2020 to 11 June 2021, the lowest point and the
highest point of SZSE Composite index is 2,130.09 point and 2,511.98
point, respectively; the lowest point and the highest point of Wind Coal
Index is 3,886.85 point and 5,429.59 point, respectively.

Closing Price (RMB/Share)/
Closing Index
One Trading
Type Name of Companies Stock Code | One Trading Day Day before Range of Changes
before Suspension Pricing during the Period
Benchmark Date
2020/12/31 2021/1/15
Jingyuan Coal Industry 000552.SZ 3.21 2.80 -12.77%
Yanzhou Coal Mining 600188.SH 10.07 10.00 -0.70%
Shanxi Coal International 600546.SH 8.51 6.88 -19.15%
Hengyuan Coal Industry 600971.SH 6.29 5.65 -10.17%
Datong Coal Industry 601001.SH 6.30 5.39 -14.44%
China Shenhua 601088.SH 18.01 18.73 4.00%
Comparable China Coal Energy 601898.SH 4.45 4.71 5.84%
companies Shaanxi Coal Industry 601225.SH 9.34 10.72 14.78%
Open-pit Coal Industry 002128.SZ 10.94 9.98 -8.78%
Dayou Energy 600403.SH 5.59 427 -23.61%
Shanghai Energy 600508.SH 10.14 9.22 -9.07%
Xinji Energy 601918.SH 3.13 2.77 -11.50%
* ST Zhengzhou Coal 600121.SH 9.32 6.85 -26.50%
Hongyang Energy 600758.SH 4.04 298 -26.24%
Mean -9.88%
Median -10.84%
SZSE Composite Index 399106.5Z 2,329.37 2,366.86 1.61%
fréex Wind Coal Index 886003.W1 4,295.46 4,226.21 -1.61%
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Notes:
1. Source: Wind and announcements of relevant companies.
2. The comparable transactions specified in the circular cover all cases of

transactions that meet the selection criteria.

The price of Cash Alternative of RMB3.50 per share is the average price
of the share trading for the 20 days prior to the Pricing Benchmark Date of
Pingzhuang Energy, which reflects the pricing level given by the market based
on the public information of the market in the case that the Transaction has not
been disclosed, that is, the price that the shareholders of Pingzhuang Energy
can obtain in selling their shares in the secondary market. It can reflect, in the
absence of the Transaction, the market’s valuation on Pingzhuang Energy, that
is, the opportunity cost of Dissenting Shareholders in the secondary market,
therefore, the Company considers it as fair and reasonable. Meanwhile, the
price for Cash Alternative of Dissenting Shareholders of Pingzhuang Energy is
set to be lower than the Conversion Price, which is also conducive to promoting
the active participation of the shareholders of Pingzhuang Energy in the Share
Swap, and the sharing of long-term integration dividends of both parties of the
Merger by all shareholders of Pingzhuang Energy.

In light of the above, the Board of the Company is of the view that the
determination of the Conversion Price of the Pingzhuang Energy, the merged
party, is based on historical market prices before the suspension, fully taking
into account various factors such as the historical premium level and the capital
market environment, which is in line with the relevant market regulations, with

fair and reasonable pricing.

Profit Forecast in Relation to the Valuation of the Assets to be Disposed of and
the Assets to be Purchased

Pursuant to the Valuation Report on the Assets to be Disposed of, the Assets to
be Disposed of involves four mining rights, including Fengshuigou mining rights,
Laogongyingzi mining rights, Liujia mining rights and Xilutian mining rights. The
mining rights included in the valuation scope of the Assets to be Disposed of have
been appraised by China United Appraisal, which was engaged by Pingzhuang
Energy. The cash flow method has been adopted for the valuation. The total appraisal
values of the four mining rights are RMB431,998,500, in which, the appraisal value
of Fengshuigou mining rights is RMBO0.00, and the appraisal value of Laogongyingzi
mining rights is RMB394,534,100, and the appraisal value of Liujia mining rights is
RMB37,464,400 and the appraisal value of Xilutian mining rights is RMBO0.00. Such
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valuation is considered as the profit forecast for the four mining rights under Rule
14.61 of the Listing Rules. The Company sets out the following key assumptions on
which the valuation of the mining rights of the Assets to be Disposed of is based in

accordance with Rule 14.60A of the Listing Rules.

Key assumptions on the appraisal value of Fengshuigou mining rights

(1) The relevant policies, laws and systems followed has no major change but remain
current status and the related social, political and economic environment and the
mining technology and conditions, etc. followed have no major change but remain
current status; (ii) the operation is continued legally based on the planned development
schedule, production mode, production scale, product structure, development
technology level and market supply and demand level; (iii) the price, cost and expense,
tax rate and interest rate will change within the normal range during the earning period
of mining development; (iv) the mining license shall be statutorily extended upon its
expiry, in which, the relevant possible expenses from the extension and registration
of the mining license upon its expiry are not taken into account; (v) this valuation
result does not take into account the impact of the possible mortgage, guarantee and
additional value that may be paid by special transaction parties on the appraisal value.
This valuation result does not take into account the influence of changes in national
macroeconomic policies, natural force, other force majeure and unpredictable factors

which may affect the appraisal value, either.

Key assumptions on the appraisal value of Laogongyingzi mining rights

(i) The relevant policies, laws and systems followed has no major change but remain
current status and the related social, political and economic environment and the
mining technology and conditions, etc. followed have no major change but remain
current status; (ii) the operation is continued legally based on the planned development
schedule, production mode, production scale, product structure, development
technology level and market supply and demand level; (iii) the price, cost and
expense, tax rate and interest rate will change within the normal range during the
earning period of mining development; (iv) within the service life of mine calculated
in this valuation, enterprises are able to apply for the reduction preferential of coal
resource tax for the decaying coal mine (the remaining service life being less than 5
years) on normal basis; (v) the mining license shall be statutorily extended upon its
expiry, in which, the relevant possible expenses from the extension and registration

of the mining license upon its expiry are not taken into account; (vi) this valuation
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result does not take into account the impact of the possible mortgage, guarantee and
additional value that may be paid the impact of by special transaction parties on the
appraisal value. This valuation result does not take into account the influence of
changes in national macroeconomic policies, natural force, other force majeure and

unpredictable factors which may affect the appraisal value, either.

Key assumptions on the appraisal value of Liujia mining rights

(i) The relevant policies, laws and systems followed has no major change but remain
current status and the related social, political and economic environment and the
mining technology and conditions, etc. followed have no major change but remain
current status; (ii) the operation is continued legally based on the planned development
schedule, production mode, production scale, product structure, development
technology level and market supply and demand level; (iii) the price, cost and expense,
tax rate and interest rate will change within the normal range during the earning period
of mining development; (iv) this valuation result does not take into account the impact
of the possible mortgage, guarantee and additional value that may be paid by special
transaction parties on the appraisal value. This valuation result does not take into
account the influence of changes in national macroeconomic policies, natural force,
other force majeure and unpredictable factors which may affect the appraisal value,

either.

Key assumptions on the appraisal value of Xilutian mining rights

(i) The relevant policies, laws and systems followed has no major change but remain
current status and the related social, political and economic environment and the
mining technology and conditions, etc. followed have no major change but remain
current status; (ii) the operation is continued legally based on the planned development
schedule, production mode, production scale, product structure, development
technology level and market supply and demand level; (iii) the price, cost and
expense, tax rate and interest rate will change within the normal range during the
earning period of mining development; (iv) within the service life of mine calculated
in this valuation, enterprises are able to apply for the reduction preferential of coal
resource tax for the decaying coal mine (the remaining service life being less than 5
years) on normal basis; (v) the mining license shall be statutorily extended upon its
expiry, in which, the relevant possible expenses from the extension and registration
of the mining license upon its expiry are not taken into account; (vi) this valuation
result does not take into account the impact of the possible mortgage, guarantee and
additional value that may be paid by special transaction parties on the appraisal value.
This valuation result does not take into account the influence of changes in national
macroeconomic policies, natural force, other force majeure and unpredictable factors

which may affect the appraisal value, either.
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As income approach was adopted for the valuation of the Assets to be Purchased, the
valuation is considered as a profit forecast under Rule 14.61 of the Listing Rules. The

Company sets out the following key assumptions on which the valuation of the Assets

to be Purchased is based in accordance with Rule 14.60A of the Listing Rules.

No. Assets to be Purchased Key Assumptions

1 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Northeast New Energy the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 198
2 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Dingbian New Energy the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 254
3 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Guangxi New Energy the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 294
4 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Yunnan New Energy the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 332
5 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Gansu New Energy the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 371
6 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Tianjin Jieneng the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 490
7 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Inner Mongolia New the Summary of Valuation Report on Assets to
Energy be Purchased in Appendix II to the circular on

page 451
8 100% equity interests in Please refer to “IX. Valuation Assumptions” of
Shanxi Jieneng the Summary of Valuation Report on Assets to
be Purchased in Appendix II to the circular on

page 413
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1.5.

EY, the auditor of the Company, has confirmed that they have checked the arithmetical
accuracy of the calculation of the relevant forecast made using income approach in
the valuation. CLSA, the financial adviser of the Company, has reviewed the relevant
valuation reports and discussed with the directors the key assumptions on which
the relevant valuation reports were based. CLSA is of the opinion that the relevant
forecast, for which the directors are solely responsible, has been made by the directors
after due and careful enquiry. The letters issued by EY and CLSA are enclosed in the
Appendixes IV and V to this circular.

REASONS FOR AND BENEFITS OF THE TRANSACTION

1.5.1. Aligning with the national new energy development strategy, consolidating and
enhancing the industry leading position and international competitiveness of

Longyuan Power

Since the beginning of the 21st century, a new round of energy reform has
sprung up around the world. It is the common mission of all countries around
the world to solve the problem of sustainable energy supply and cope with
climate change, and promote the transformation of human society from
industrial civilization to ecological civilization. In 2016, more than 170
countries around the world jointly signed the Paris Agreement to cope with
climate change and improve the sustainable development of global civilization.
Under this framework, various countries around the world have formulated
energy transformation strategies, put forward higher energy efficiency targets,
formulated more active low-carbon policies, constantly sought for low-cost
clean energy alternatives, and promoted the development of renewable energy
and the transformation of green and low-carbon economy. It has become a
global consensus for energy development to follow the path of green and low-
carbon development and gradually shift the focus from fossil energy to clean

energy such as wind, solar and hydro power.

As the world’s largest energy producer and consumer, China is also the largest
emitter of carbon dioxide. If China fails to achieve “carbon neutrality” as early
as possible, it will have to pay huge carbon emission costs in the future. In the
meanwhile, China has rich reserves of wind energy resources, and the utilization
of wind power generation has obvious benefits of energy conservation,
emission reduction and environmental protection, which is conducive to the
transformation of China’s energy structure to low-carbonization and non-

carbonization.
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In 2014, the Party Central Committee, with President Xi Jinping at its
core, put forward the new energy security strategy of “Four revolutions
& One cooperation”, which pointed out the direction for China’s energy
transformation. Under the guidance of this strategy, China has made remarkable
achievements in wind power development in recent years, with its installed
capacity ranking first in the world. As at the end of 2020, the installed capacity
of wind power has reached 281.72 million kW. However, given China’s total
installed power capacity of 2.1 billion kW and the total energy consumption
of standard coal of 5 billion tons, the proportion of non-fossil energy in
primary energy consumption is only 15.3%, which is still lower than the world
average. Since September 2020, President Xi Jinping has stated to the world
on a series of important international occasions that China will accelerate
its green transformation and development. On 22 September 2020, President
Xi Jinping made a solemn promise to the world in the general debate of the
75th session of the General Assembly of the United Nations that “China will
increase its nationally determined contributions, adopt more forceful policies
and measures, strive to reach the peak of carbon dioxide emissions by 2030 and
achieve carbon neutrality by 2060.” In December 2020, at the Climate Ambition
Summit, President Xi Jinping emphasized again in an important speech that “By
2030, China’s carbon dioxide emissions per unit of GDP will decrease by more
than 65% from the level in 2005, and the non-fossil energy will account for
about 25% of primary energy consumption...... The total installed capacity of

wind power and solar power will reach more than 1.2 billion kW.”

Meanwhile, in recent years, the state has introduced various policies to
encourage the state-owned enterprises to merge and reorganize, and support
the enterprises to utilize the capital market for mergers and reorganizations to
promote industry integration and industrial upgrading. In order to implement
the decision and deployment of the Party Central Committee and the State
Council on the reform of state-owned enterprises, Longyuan Power and
Pingzhuang Energy intend to further promote the internal resource allocation
intensification and business development synergy through the Merger, giving
play to the advantages of the whole industry chain in related fields, highlighting
the development of related competitive industries, improving the level of value
creation of the Company, and consolidating and enhancing the industry leading

position and international competitiveness of Longyuan Power.
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1.5.2. Being conducive to broadening financing channels and enhancing competitive

advantages of the Company

Upon the completion of the Transaction, Longyuan Power, as the Surviving
Company, will become A + H dual listing and can conduct capital operation in
both H share market and A share market, so as to open up financing channels
in and outside of the PRC. As the investment and financing instruments in the
A share market have been constantly evolving, the investment and financing
activities are rather active and the overall valuation of A shares represents a
premium over that of H shares, it can provide strong capital support for the
business development and merger and acquisition of Longyuan Power in the
future. In addition, returning to the A share market can also further enhance the
influence of the brand of Longyuan Power, promote its business development
and the effective interaction between it and the capital market, as well as its
long-term development in the future and protect the overall interests of all its
Shareholders.

1.5.3. Being conducive to reducing horizontal competition and realizing resource

integration

Longyuan Power is a listed company platform for the new energy segment
of CHN Energy. The Merger and the injection of new energy assets of CHN
Energy through the Assets Disposal and the Purchase through Cash are
conductive to easing the horizontal competition between Longyuan Power
and CHN Energy in the new energy sector, enhancing the independence of
the listed company, so as to promote the healthy and sound development of
the listed company. The reorganization of the new energy segment, being
consistent with the strategic positioning of the CHN Energy to construct its
eight business segments, will facilitate the further integration, expansion as
well as improvement of the new energy segment of CHN Energy, so as to build

Longyuan Power into a world-class listed new energy company.

Prior to the Transaction, Longyuan Power, the merging party of the Transaction,
was primarily engaged in the design, development, construction, management
and operation of wind farms. As at the end of 2020, the consolidated installed
capacity of Longyuan Power was 24,681 MW, of which the consolidated
installed capacity of wind power was 22,303 MW, representing 90.37%. Its
domestic market share ranks first in China and it is also the world’s largest wind
power operator. The principal business of the Assets to be Purchased (including
8 target assets) in the Transaction is the construction and operation of wind

power generation project, which is well matched with the existing principal
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business of Longyuan Power. After several years of development, Longyuan
Power has accumulated extensive experience in the development, operation,
management and other aspects of wind power generation project, and possesses
a sound and efficient business management system. After the injection of 8
target assets, Longyuan Power can integrate these projects into its existing
business system, which is conducive to realizing coordination and optimizing
resource allocation at the project management level. At the same time, in terms
of project development, Longyuan Power can make use of its own advantages
of integrating resources and combine with the local business accumulated by the
target companies to make joint efforts to expand new projects, expand business

areas and achieve more efficient business expansion.

Upon completion of the Transaction, Longyuan Power, as the Surviving
Company, will become A + H dual listing and can conduct capital operation in
both H share market and A share market, so as to open up financing channels
in and outside of the PRC, which can provide strong capital support for the
business development and merger and acquisition of the Company in the future,
and is conductive to the business development and brand construction of the
Company. In addition, upon completion of the acquisition and integration of the
Assets to be Purchased in this Transaction, the wind power installed capacity,
revenue and profit of Longyuan Power will be further improved, and thus it can

remain the leading position in the industry.

Therefore, the Transaction can promote the internal resource allocation
intensification and business development synergy and give play to the

advantages of the whole industry chain in related field.

As the investment and financing instruments in the A share market have been
constantly evolving, the investment and financing activities are rather active and
the overall valuation of A shares represents a premium over that of H shares,
it can provide strong capital support for the business development and merger
and acquisition of Longyuan Power in the future. In addition, returning to the A
share market can also further enhance the influence of the brand of Longyuan
Power, promote its business development and the effective interaction between
it and the capital market, as well as the its long-term development in the future
and protect the overall interests of all its shareholders. The Company is a listed
company platform for the new energy segment of CHN Energy. The Merger

and Acquisition and the injection of new energy assets of CHN Energy through
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the Assets Disposal and the Purchase through Cash are conductive to easing the
horizontal competition between Longyuan Power and CHN Energy in the new
energy sector, and enhancing the independence of the listed company, so as to

promote the healthy and sound development of the listed company.”

Through the Transaction, Longyuan Power, as the Surviving Company, will
become A + H dual listing and can conduct capital operation in both H share
market and A share market, adding new financing channels in domestic capital
market (such as issuing additional shares in the A share market to raise funds),
which can provide strong capital support for the business development and
merger and acquisition of Longyuan Power in the future. In addition, it will also
help the investors in the A share market to better understand and recognize the
value of Longyuan Power, which is conducive to the business development and
brand building of Longyuan Power. From the perspective of the listing approach
of A shares, the listing of the Company’s A Share through the absorption
and merger is the best plan selected by the Company after comprehensively
considering various factors such as the regulatory requirements of A share,
application procedures and efficiency. In view of the fact that Pingzhuang
Energy was mainly engaged in coal business previously, which is quite different
from the Company’s wind power business and lacks business synergy, the
Company thus intends to dispose of the original assets of Pingzhuang Energy in

order to focus on its main business in the future.

The development goals of Longyuan Power in terms of fund raising are to
continue to focus on the two major capital markets (i.e. domestic and foreign
ones) at the financing level, to further broaden financing channels and innovate
financing methods. We raise equity funds through share placing, issuance of
additional shares and convertible bonds to control the company’s debt risk;
increase the proportion of direct debt financing and maintain the Company’s
capital cost advantage in the industry by issuing corporate bonds, financing
bonds, notes and asset securitization. Through the Transaction, Longyuan
Power will achieve listing in domestic market, which will further expand
its financing channels and enhance the understanding of domestic investors
through additional placing of A shares, additional issuance and other financing
methods, laying foundation for the subsequent issuance of bonds in domestic

market for direct financing.
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1.6.

1.7.

LISTING RULES IMPLICATIONS

The highest applicable percentage ratio calculated in respect of the Transaction
pursuant to Chapter 14 of the Listing Rules is more than 5% but lower than 25%,
therefore, the Transaction constitutes a discloseable transaction of the Company and
is subject to the notification and announcement requirements under Chapter 14 of the

Listing Rules, but exempt from the Shareholders’ approval requirement.

As at the Latest Practicable Date, CHN Energy, being the direct controlling
Shareholder of the Company, directly and indirectly holds approximately 58.44% of
the issued share capital of the Company and is a connected person of the Company
under Rule 14A.07 of the Listing Rules. CHN Energy, through its wholly-owned
subsidiary, Inner Mongolia Power, holds 51% shares of Pingzhuang Coal Group,
which holds 61.42% shares of Pingzhuang Energy, therefore Pingzhuang Energy
is an indirect subsidiary of CHN Energy, and constitutes a connected person of
the Company under Chapter 14A of the Listing Rules. The Other Subsidiaries of
CHN Energy and Pingzhuang Coal Group also constitute connected persons of
the Company under Chapter 14A of the Listing Rules. As such, the transactions
contemplated under the Agreement on Absorption and Merger through Share Swap,
the Assets Disposal Agreement, the Agreement on Purchase of Assets through Cash
Payment and their respective Supplemental Agreements and the Profit Compensation
Agreements constitute the connected transactions of the Company. The highest
applicable percentage ratio calculated in respect of the Transaction pursuant to
Chapter 14 of the Listing Rules is more than 5%, therefore, the Transaction is subject
to the announcement, annual reporting and the independent Shareholders’ approval

requirements under Chapter 14A of the Listing Rules.

GENERAL INFORMATION

1.7.1. Information on the Company

The Company is a leading wind power generation company in the PRC,
primarily engaged in the design, development, construction, management
and operation of wind farms. In addition to the wind power business, the
Company also operates other power projects such as coal power, solar power,
tidal, biomass and geothermal energy. Meanwhile, the Company also provides
consultation, repair and maintenance, training and other professional services
to wind farms, as well as manufactures and sells power equipment used in the
power grids, wind farms and coal power plants. The ultimate beneficial owner
of the Company is CHN Energy.
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Shareholding Structure of the Company

As at the Latest Practicable Date, the shareholding structure of the Company is as
follows:

SASAC of
the State Council

100%
CHN Energy 100% Northeast Electric Wellington Other
(Domestic Shares) [ > Power Management H Shareholders
(Domestic Shares) Group LLP (H Shares) (H Shares)
57.27% 1.17% 5.37% 36.20%

Longyuan Power

Note: Certain amounts and percentage figures set out in this chart have been subject
to rounding adjustments. Accordingly, the arithmetic sum shown may not be
an aggregation of the figures preceding them. Any discrepancies between the
arithmetic sum and the total of the figures listed are due to rounding.

Immediately after the completion of the Transaction (assuming that no other
shares will be issued after the Latest Practicable Date until the completion of
the Transaction and not taking into account the effect of the exercise of the
Cash Alternative and the exercise of the Put Option), it is anticipated that the

shareholding structure of the Company will be as follows:

SASAC of the
State Council

100%

‘ CHN Energy (A Shares) ‘

100%

100% Inner Mongolia
i Power

51%
54.91%
Other Shareholders
Northeast Electric Pingzhuang Coal of Original Wellington Management Other H Shareholders
Power (A Shares) Group (A Shares) Pingzhuang Group LLP (H Shares) (H Shares)
Energy (A Shares)
‘ 1.12% ‘ 2.53% ‘ 1.59% 5.15% 34.72%

Longyuan Power

Note: Certain amounts and percentage figures set out in this chart have been subject
to rounding adjustments. Accordingly, the arithmetic sum shown may not be
an aggregation of the figures preceding them. Any discrepancies between the
arithmetic sum and the total of the figures listed are due to rounding.
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Impact of the Merger on Shareholding Structure of the Company

Pursuant to the plan for the Transaction, Longyuan Power will increase
by 345,574,165 A Shares due to the Merger. Upon the completion of the
Transaction and taking no consideration of the impact of the exercise of the Put
Option and the Cash Alternative, CHN Energy will directly and indirectly hold
4,908,598,141 shares of Longyuan Power in aggregate, representing 58.56%
of the total share capital of Longyuan Power, and thus remains the controlling
shareholder of Longyuan Power. The SASAC of the State Council holds
100% equity interests in CHN Energy, therefore remains the ultimate de facto
controller of Longyuan Power. Before the Merger, the total number of shares
of Longyuan Power was 8,036,389,000, the number of A shares to be issued in
the Merger is 345,574,165. Upon the completion of the Transaction, the total
number of shares of Longyuan Power will be 8,381,963,165.

The shareholding structure of Longyuan Power prior to and after the

Transaction is as follows:

Prior to the Transaction After the Transaction

Number of  Shareholding Number of  Shareholding
Name of Shareholder Shares Held Percentage Shares Held Percentage
(share) (%) (share) (%)
CHN Energy 4,602,432,800 57.27%  4,602,432,800 54.91%
Northeast Electric Power 93,927,200 1.17% 93,927,200 1.12%
Pingzhuang Coal Group - - 212,238,141 2.53%
Other original
shareholders of
Pingzhuang Energy - - 133,336,024 1.59%
Total Domestic Shares
(A Shares) 4,696,360,000 58.44%  5,041,934,165 60.15%
Public H Shareholders 3,340,029,000 41.56%  3,340,029,000 39.85%
Total H Shares 3,340,029,000 41.56%  3,340,029,000 39.85%
Total share capital 8,036,389,000 100.00%  8,381,963,165 100.00%
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Notes:

1. Taking no consideration of the impact of the exercise of the Put Option and the
Cash Alternative.

2. The shareholding percentages represent the percentage to the total share capital.

3. The number of shares held by Pingzhuang Coal Group and other original
shareholders of Pingzhuang Energy after the Transaction will be determined in
accordance with the fractional share disposal method.

4. Certain amounts and percentage figures set out in this table have been subject

to rounding adjustments. Accordingly, the arithmetic sum shown may not be
an aggregation of the figures preceding them. Any discrepancies between the
arithmetic sum and the total of the figures listed are due to rounding.

Assuming that the resolutions in relation to the Transaction were considered
and approved at the EGM and the Class Meetings of the Company and the
general meeting of Pingzhuang Energy, and that the Put Option and the Cash
Alternative were exercised with the maximum number of shares for exercise
of the same (i.e. the Put Option was exercised with one-third of the number of
H Shares of the Company, which in turn would be held by CHN Energy; the
Cash Alternative was exercised (by other original shareholders of Pingzhuang
Energy) with one-third of the total share capital of Pingzhuang Energy, which
in turn would be held by CHN Energy), the shareholding structure of Longyuan

Power prior to and after the Transaction is as follows:

Prior to the Transaction After the Transaction
Number of  Shareholding Number of  Shareholding
Name of Shareholder Shares Held Percentage  Shares Held Percentage(%)
(share) (%) (share) (%)
CHN Energy 4,602,432,800 57271%  4,646,878,141 55.44%
Northeast Electric Power 93,927,200 1.17% 93,927,200 1.12%
Pingzhuang Coal Group - - 212,238,141 2.53%

Other original shareholders of

Pingzhuang Energy - - 88,890,683 1.06%
Total Domestic Shares (A Shares)  4,696,360,000 58.44%  5,041,934,165 60.15%
Public H Shareholders 3,340,029,000 41.56%  2,226,686,000 26.57%
CHN Energy - - 1,113,343,000 13.28%
Total H Shares 3,340,029,000 41.56%  3,340,029,000 39.85%
Total share capital 8,036,389,000 100%  8,381,963,165 100.00%
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1.7.2.

1.7.3.

Notes:
1. The shareholding percentage represents the percentage to the total share capital.
2. The number of shares held by Pingzhuang Coal Group and other original

shareholders of Pingzhuang Energy after the Transaction will be determined in
accordance with the fractional share disposal method.

3 Certain amounts and percentage figures set out in this table have been subject
to rounding adjustments. Accordingly, the arithmetic sum shown may not be
an aggregation of the figures preceding them. Any discrepancies between the
arithmetic sum and the total of the figures listed are due to rounding.

The public float of the Company is expected to remain at not lower than 25%
all along upon completion of the Transaction. The Company will ensure the
compliance with the requirement of public float before and after the completion

of the Transaction.

Information on CHN Energy

As a state-owned enterprise established in accordance with the laws of the PRC,
CHN Energy is the controlling shareholder of the Company, and operates eight
business segments including coal, thermal power, new energy, hydropower,
transportation, chemicals, environmental technologies and finance. It is the
world’s largest producer of coal, thermal power, wind power, as well as

coal-to-liquids and coal chemical products.

Information on Pingzhuang Energy

Pingzhuang Energy is a joint stock limited company incorporated and validly
existing under the laws of the PRC, whose shares are listed and traded on
Shenzhen Stock Exchange with stock code 000780.SZ. Pingzhuang Energy is
mainly engaged in the businesses of production, preparation, processing and
sales (limited to operation by branches) of coal, sales of mine equipments,
materials, accessories and disposal materials, catering services, accommodation
and other businesses. As at the Latest Practicable Date, the total number of
issued shares of Pingzhuang Energy was 1,014,306,324, among which, CHN
Energy holds 61.42% of shares of Pingzhuang Energy through Pingzhuang
Coal Group and is an indirect controlling shareholder of Pingzhuang Energy
and the ultimate beneficial owner. Other than Pingzhuang Coal Group, all other
shareholders of Pingzhuang Energy are independent third parties other than the

Company and its connected persons.
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As at the Latest Practicable Date, the shareholding structure of Pingzhuang

Energy is as follows:

SASAC of the State Council

100%

Y

China Energy Investment
Corporation Limited

100%

Y

Guodian Inner Mongolia
Electricity Co., Ltd.

51%

Y

Inner Mongolia Pingzhuang
Coal (Group) Co., Ltd.

61.42%

Y

Inner Mongolia Pingzhuang
Energy Co., Ltd.

1.7.4. Information on the Other Subsidiaries of CHN Energy

Northeast Electric Power, Shaanxi Electric Power, Guangxi Electric Power,
Yunnan Electric Power, Gansu Electric Power and North China Electric
Power, all incorporated pursuant to the laws of the PRC, are all wholly-owned
subsidiaries of CHN Energy, and mainly engaged in development, investment
and operation of wind power projects. CHN Energy is the ultimate beneficial

owner of all its other subsidiaries.

Pingzhuang Coal Group is a limited liability company incorporated and validly
existing under the laws of the PRC, and it is mainly engaged in mining and sales
of coal. Inner Mongolia Power, a wholly-owned subsidiary of CHN Energy,
holds 51% shares of Pingzhuang Coal Group, China Cinda Asset Management
Co., Ltd. (01359.HK) holds 31.82% shares of Pingzhuang Coal Group and
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Chifeng Municipal Industry and Information Bureau holds 17.18% shares of
Pingzhuang Coal Group. CHN Energy is an indirect controlling shareholder
and the ultimate beneficial owner of Pingzhuang Coal Group. As at the Latest
Practicable Date, CHN Energy has signed an equity transfer agreement with
China Cinda Asset Management Co., Ltd., and intends to acquire 31.82% of
shares in Pingzhuang Coal Group held by China Cinda Asset Management Co.,
Ltd., for which no procedures for industrial and commercial registration of

changes have yet been completed.

The Assets to be Purchased is a wholly-owned subsidiary established by CHN
Energy. The registered capital at the date of the establishment, the accumulated

increase in capital and the latest registered capital of it are as follows:

Registered
Latest capital at the Accumulated
Name of the registered date of the increase
No. Target Company capital establishment in capital

(RMB0’000)  (RMBO0°000)  (RMBO0’000)

1 Yunnan New Energy 33,565.74 5,000.00 28,565.74
2 Guangxi New Energy 20,962.35 2,060.00 18,902.35
3 Northeast New Energy 41,754.00 5,000.00 36,754.00
4 Gansu New Energy 25,298.53 1,500.00 23,798.53
5 Dingbian New Energy 17,650.00 400.00 17,250.00
6 Inner Mongolia New 18,500.00 10,000.00 8,500.00
Energy

7 Shanxi Jieneng 10,000.00 10,000.00 -

Tianjin Jieneng 32,120.80 2,000.00 30,120.80

1.7.5. Financial information on Pingzhuang Energy, the Assets to be Disposed of and
the Assets to be Purchased

Based on the audited financial data of Pingzhuang Energy prepared in
accordance with the PRC Accounting Rules and Regulations as set out in the
published 2018 annual report, 2019 annual report and 2020 annual report for A
Shares, and the total profit (profit before tax) and the net profit (profit after tax)
of Pingzhuang Energy for the three financial years ended 31 December 2018,
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31 December 2019 and 31 December 2020, and the total assets and the net assets
attributable to the shareholders of the listed company as at 31 December 2018,
31 December 2019 and 31 December 2020 are as follows:

As at 31 December 2018 As at 31 December 2019  As at 31 December 2020

Total assets 5,205,074,349.18 4,845,531,382.58 4,191,048,311.84
Net assets attributable to the 4,158,912,974.94 3,844,150,130.01 3,047,619,602.37
shareholders of the listed
company
For the year ended For the year ended For the year ended
31 December 2018 31 December 2019 31 December 2020
Total profit (profit before tax) -264,064,017.44 -74,097,286.47 -783,933,969.81
Net profit (profit after tax) -251,022,382.59 -78,020,964.01 -760,633,530.20

Based on the audited financial data prepared in accordance with the PRC
Accounting Rules and Regulations, the total profit (profit before tax) and the
net profit (profit after tax) of the Assets to be Disposed of for the three financial
years ended 31 December 2018, 31 December 2019 and 31 December 2020, and
the total assets as at 31 December 2018, 31 December 2019 and 31 December
2020 are as follows:

RMB

As at 31 December 2018 As at 31 December 2019 As at 31 December 2020

Total assets 5,131,657,292.97 4,776,038,003.91 4,098,254,493.56

For the year ended For the year ended For the year ended
31 December 2018 31 December 2019 31 December 2020

Total profit (profit before tax) -264,004,017.44 -14,147,689.71 -184,135,582.77
Net profit (profit after tax) -264,004,017.44 -74,147,689.71 -184,135,582.71
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Based on the audited financial data prepared in accordance with the PRC
Accounting Rules and Regulations, the total profit (profit before tax) and the
net profit (profit after tax) of the Assets to be Purchased for the three financial
years ended 31 December 2018, 31 December 2019 and 31 December 2020, and
the total assets as at 31 December 2018, 31 December 2019 and 31 December

2020 are as follows:

RMB

As at 31 December 2018 As at 31 December 2019~ As at 31 December 2020

Total assets 13,204,962,929.18 13,154,102,855.14 15,126,376,327.32

For the year ended For the year ended For the year ended
31 December 2018 31 December 2019 31 December 2020

Total profit (profit before tax) 646,587,440.22 615,065,777.81 720,073,955.55
Net profit (profit after tax) 536,159,472.89 494,063,502.86 595,266,050.65

For details related to the Transaction including the Transaction Report and its
summary, and the audit report related to the Transaction, the self-evaluation
report of the internal control of the Company, the valuation report related
to the Transaction, the valuation report related to the Merger, the relevant
commitments and restraint measures issued by the Company regarding the
Transaction and others, please refer to the overseas regulatory announcements
published by the Company on the website of “HKExnews” of the Hong Kong
Stock Exchange (www.hkexnews.hk) on 18 June 2021 and 28 June 2021.

1.7.6. Financial Impact of the Assets Disposal and Use of Proceeds

According to the consolidated balance sheet and income statement of Longyuan
Power in 2020 prepared in accordance with the PRC Accounting Rules
and Regulations and the pro forma consolidated balance sheet and income
statement of the Company in 2020 which were prepared in accordance with the
PRC Accounting Rules and Regulations and based on the structure after the
completion of the Merger, disposal of material assets and purchase of assets
through cash payment. Upon completion of the Transaction, the Company, as
the Surviving Company, and the Assets to be Purchased will further enhance the
core competitiveness and industry influence through deep integration of various
elements such as assets, personnel and management. The net profit attributable
to the parent company of the Company will increase from RMB4,977 million to
RMBS5,477 million, and the weighted average return on net assets will increase
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from 9.32% to 9.99%, and basic earnings per share will increase from RMBO0.58
per share to RMBO0.62 per share.

The Transaction comprises of three parts which are the Absorption and Merger
through Share Swap, Assets Disposal and Purchase through Cash. The proceeds
from the Assets Disposal of the Transaction are intended to be used to pay
the consideration for the Assets to be Purchased to Northeast Electric Power,
Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric Power,

Gansu Electric Power and North China Electric Power.

The above resolution has been considered and approved by the Board on 18 June 2021 and
is hereby proposed to the Shareholders at the EGM and H Shareholders Class Meeting for

consideration and approval.

Attention

The Transaction may or may not be proceeded or become unconditional or effective.
There is no assurance that all the effectiveness conditions contained in the Agreement
on Absorption and Merger through Share Swap, the Assets Disposal Agreement and
the Agreement on Purchase of Assets through Cash Payment and their supplemental
agreements and the Profit Compensation Agreement can be satisfied. Investors and
potential investors should exercise caution, and should not only rely on information
published by the Company, when dealing, or contemplating dealing in the Shares of the
Company. This circular appears for information purposes only and does not constitute

an invitation or offer to acquire, purchase or subscribe for any shares or securities.

Resolution on entering into the Profit Compensation Agreement with effective

conditions

In order to clarify the rights and obligations of the parties in the course of the transaction,
on 18 June 2021, the Company entered into a Profit Compensation Agreement with each of
Northeast Electric Power, Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric
Power, Gansu Electric Power and North China Electric Power (individually or collectively,
the “Performance Undertaker(s)”) with effective conditions. The main contents are as

follows:
Performance Commitment Period and Committed Net Profit
The performance commitment period of the Valuation Adjustment Targets set by the

Performance Undertakers, being Yunnan Electric Power, Guangxi Electric Power, Northeast

Electric Power, Gansu Electric Power, Shaanxi Electric Power and North China Electric
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Power, is the year following the completion of the Purchase of the assets (i.e. the transfer
of the assets of the Valuation Adjustment Targets) and the two financial years thereafter,

namely 2021, 2022 and 2023 (collectively, the “Performance Commitment Period”).

If the Purchase of the assets is not completed by 31 December 2021, the Performance
Commitment Period of Yunnan Electric Power, Guangxi Electric Power, Northeast Electric
Power, Gansu Electric Power, Shaanxi Electric Power and North China Electric Power, shall
be adjusted to 2022, 2023 and 2024.

On the basis of the estimated net profit of the Valuation Adjustment Targets as set out
in the valuation report issued by China United Appraisal, the net profit of the Valuation
Adjustment Targets in 2021, 2022, 2023 and 2024 (if any) (being the net profit attributable to
shareholders of the parent company after deduction of non-recurring profit or loss, the same
hereinafter) under the undertakings by Yunnan Electric Power, Guangxi Electric Power,
Northeast Electric Power, Gansu Electric Power, Shaanxi Electric Power and North China
Electric Power to Longyuan Power shall be no less than the following indicators, respectively
(the “Committed Net Profit”).

RMBO0’000
Committed | Committed | Committed | Committed
Counterparty of Net Profit Net Profit Net Profit Net Profit
the Assets to be for the for the for the for the
No. Purchased Year 2021 Year 2022 Year 2023 Year 2024
1 Northeast Electric Power 9,127.71 8,882.29 9,205.16 8,894.29
2 Shaanxi Electric Power 8,353.77 10,914.34 10,642.48 11,429.55
3 Guangxi Electric Power 20,357.29 22,900.01 23,820.20 23,401.92
4 Yunnan Electric Power 15,854.79 15,702.47 13,017.78 10,658.67
5 Gansu Electric Power 2,424.96 2,910.08 3,958.41 4,743.56
6 North China Electric Power 13,873.60 13,564.53 14,115.01 13,971.47

Note: A subsidiary that is 52% owned by Shanxi Jieneng, a subsidiary of North China Electric Power,
took the valuation result under the cost approach as the final valuation result, and therefore no

valuation adjustment was involved.
Determination of Net Profit Difference
Upon completion of the Purchase of assets, the Company will engage an accounting firm
with qualifications in securities and futures business to conduct a special audit and issue

a special audit report on the actual net profit of the Valuation Adjustment Targets for the
year (“Actual Net Profit”) by 30 April of the next year following the end of each year of
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the Performance Commitment Period. The difference between the Actual Net Profit and
the Committed Net Profit for each year of the Performance Commitment Period will be
determined and calculated as the Committed Net Profit minus the Actual Net Profit (the “Net
Profit Difference”).

The preparation of the financial statements of the Valuation Adjustment Targets shall comply
with the provisions of the Accounting Standards for Business Enterprises and other laws and
regulations, and be consistent with the accounting policies and accounting estimates of the
Company and meet the governance requirements for listed companies.

Method of Compensation for the Net Profit Difference and its Implementation

The parties agreed that upon completion of the Purchase of Assets, Yunnan Electric Power,
Guangxi Electric Power, Northeast Electric Power, Gansu Electric Power, Shaanxi Electric
Power and North China Electric Power shall make compensation to Longyuan Power in cash
for the difference in the valuation result corresponding to the difference in net profit pursuant
to the agreement if the amount of the Actual Net Profit of the Valuation Adjustment Targets
in any accounting year during the Performance Commitment Period is lower than the amount

of the Committed Net Profit.

During the Performance Commitment Period, the compensation amount for each year for the
Performance Undertakers is calculated and implemented in accordance with the following as
agreed:

Compensation amount payable for a year = (the cumulative Committed Net Profit of a
Valuation Adjustment Target as at the end of the year — the cumulative Actual Net Profit of
the Valuation Adjustment Target as at the end of the Year) = the cumulative Committed Net
Profit of the Valuation Adjustment Target during the Performance Commitment Period X
the transaction consideration of the Valuation Adjustment Target — the cumulative amount

compensated.

Longyuan Power shall determine the compensation amount payable for the current period
within 30 days after the issuance of the special audit report for each accounting year during
the Performance Commitment Period and notify Yunnan Electric Power, Guangxi Electric
Power, Northeast Electric Power, Gansu Electric Power, Shaanxi Electric Power and North
China Electric Power in writing. Yunnan Electric Power, Guangxi Electric Power, Northeast
Electric Power, Gansu Electric Power, Shaanxi Electric Power and North China Electric
Power shall remit the compensation amount payable for the current period in cash to the
designated account for compensation cash within 30 days from the date of receipt of the

notice of the Longyuan Power.
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Arrangement for Additional Compensation in the event of Impairment

The Company shall conduct an impairment test on the Valuation Adjustment Targets
within four months after the expiry of the Performance Commitment Period and engage
an accounting firm and/or an appraisal agency with qualifications in securities and futures
business to issue an impairment test report on the impairment test. The valuation method
adopted in the impairment test report shall be consistent with the valuation report on the Assets

to be Purchased, unless there are mandatory provisions under laws.

If the closing impairment amount of a Valuation Adjustment Target is greater than the total
cumulative cash compensated, Yunnan Electric Power, Guangxi Electric Power, Northeast
Electric Power, Gansu Electric Power, Shaanxi Electric Power and North China Electric
Power shall make additional compensation to Longyuan Power in cash. The amount of the
additional compensation is: the closing impairment amount of the Valuation Adjustment

Target — the total cumulative cash compensated.

The Company shall determine the compensation amount payable within 30 days after the
issuance of the impairment test report and notify the Performance Undertakers in writing.
The Performance Undertakers shall remit the compensation amount payable in cash to the
designated account for compensation cash within 30 days from the date of receipt of the

notice of the Company.

In the case of compensation year by year, the amount of cash compensation calculated for
each year is taken as zero if it is less than zero, i.e., the cash already compensated will not be

reversed.

The maximum amount of cash compensation under the Profit Compensation Agreements
shall be the entire transaction consideration received by the Performance Undertakers for the

Purchase of assets.

Default Liability

If any party fails to perform or only partially performs its obligations under the Profit
Compensation Agreement which causes loss and damage to the non-defaulting party, the
non-defaulting party shall be entitled to claim compensation from the defaulting party for all

economic losses caused thereby.
If a Performance Undertaker fails to perform its compensation obligations as agreed in the

Profit Compensation Agreement, it shall pay to the Company liquidated damages at the rate

of five-ten thousandths of the unpaid amount for each day overdue.
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The above resolution has been considered and approved by the Board on 18 June 2021 and is
hereby proposed to the Shareholders at the EGM and the H Shareholders Class Meeting for

consideration and approval.

Resolution on A Share Price Stabilization Plan of China Longyuan Power Group

Corporation Limited*

In order to ensure the stability of the share price of the Company’s A Shares upon the Merger
and safeguard the lawful rights and interests of investors, the A Share Price Stabilization
Plan of China Longyuan Power Group Corporation Limited* (the “Plan”) is formulated in
accordance with the requirements of the Securities Law of the People’s Republic of China
and the Opinions of the CSRC on Further Promoting the Reform of New Share Offering
System (CHp [ 36 B e B 4B — 20 A B R B AT B R 2 9 = L)) and the relevant laws,
regulations and regulatory documents. The Plan covers the conditions for activation of the
share price stabilization measures, specific measures and implementation procedures of the
share price stabilization, and the guarantee measures of the share price stabilization plan, etc.
The Plan will be, upon consideration and approval at the EGM and the H Shareholders Class
Meeting, implemented from the date of listing of A Shares of the Company on the main
board of the SZSE, with a validity period of three years (i.e. 36 months). Please refer to the
Appendix VI to this circular for details of the Plan.

The above resolution has been considered and approved by the Board on 18 June 2021 and is

hereby proposed to the Shareholders at the EGM for consideration and approval.

Resolution on Dividend Distribution Plan for the Three Years after the Absorption
and Merger of Inner Mongolia Pingzhuang Energy Co., Ltd. through Share Swap by
the Issuance of A Shares by China Longyuan Power Group Corporation Limited* and
Disposal of Material Assets and Purchase of Assets through Cash Payment

To improve and regulate the dividend mechanism of the Company, enhance the transparency
and operability of dividend distribution decision and ensure the reasonable return on
investments of Shareholders and other rights, in accordance with the Decisions on Amending
Some Provisions on Cash Dividends by Listed Companies issued by the CSRC (B &2k
AR &0 L4 T HUE R PEE)), the Notice on Further Implementing Matters Relevant
to the Cash Dividend Distribution by Listed Companies (BR#E— S H LA R &
3 4LA B SR IE Y48 A1), the Guideline No. 3 on Supervision and Administration of Listed
Companies — Cash Dividends of Listed Companies ({2l B 55563598 — L i A A
Bl4/740)) and the Articles of Association, Longyuan Power has formulated the dividend
distribution plan for the three years after the Merger (the “Dividend Distribution Plan”).
The Dividend Distribution Plan will be, upon consideration and approval at the EGM and
the H Shareholders Class Meeting, implemented from the date of listing of A Shares of the
Company on the main board of the SZSE. For details of the Dividend Distribution Plan,

please refer to Appendix VII of this circular.
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The above resolution has been considered and approved by the Board on 18 June 2021 and
is hereby proposed to the Shareholders at the EGM and H Shareholders Class Meeting for

consideration and approval.

Resolution on the dilution of immediate returns by the Transaction and proposed

remedial measures

According to the Opinions of the General Office of the State Council on Further
Strengthening the Protection of Legitimate Rights and Interests of Medium and Small
Investors in Capital Markets (Guo Ban Fa [2013] No. 110) (B B #¥ 2 B8 B i 8 — 25 i s
EA T Byt /NRCE B A R £ R AR R D) (B HEEE[2013]110%F%)), Certain Opinions
of the State Council on Further Promoting the Healthy Development of Capital Markets
(Guo Fa [2014] No. 17) (K75 B B i — 5 02 1 & A 7 85 1 Bl e n o+ 3 ) (B 3%
[2014]17%%)) and Guiding Opinions on Matters relating to the Dilution of Immediate Return
Resulting from Initial Public Offering, Refinancing and Material Asset Restructuring (CSRC

Announcement [2015] No. 31) (CEIA 38 & P/l & ~ 5K & 2 5 A0 480 0 R 30 o] A B
HIAW SR EE W) (PR FEEEHZ B e /A4 [2015]131%%)) and other regulations, the
Company has made a careful, prudent and objective analysis on the impact of the Merger on

the dilution of immediate return. The specific situation is described as follows:

According to the audit report on the pro forma consolidated financial statements of Longyuan
Power for 2020, audit reports on the annual financial statements of Longyuan Power for
2018, 2019 and 2020 and audit reports on the annual financial statements of the Assets to be
Purchased for 2018, 2019 and 2020 issued by Baker Tilly China Certified Public Accountants
(Special General Partnership), the audit reports on the annual financial statements of the
Assets to be Disposed of for 2018, 2019 and 2020 issued by ShineWing Certified Public
Accountants (Special General Partnership), and audit report on the financial statements of

Pingzhuang Energy for 2020 issued by ShineWing Certified Public Accountants (Special
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General Partnership), upon the completion of the Transaction, the earnings per share before

and after deducting the non-recurring profit and loss of Longyuan Power are set out as

follows:
Unit: RMB/share
2020
pro forma

Before after  Percentage
Company Name Item the Merger ~ the Merger  of Changes
Longyuan Power ~ Basic earnings per share attributable to ordinary 0.58 0.62 6.42%

shareholders

Longyuan Power ~ Basic earnings per share attributable to ordinary 0.56 0.59 6.87%

shareholders after deducting the non-recurring profit and

loss

Before the Transaction, the basic earnings per share attributable to ordinary shareholders of
Longyuan Power in 2020 is RMBO0.58 per share, and the basic earnings per share attributable
to ordinary shareholders after deducting the non-recurring profit and loss is RMBO0.56
per share; Upon the completion of the Merger, the basic earnings per share attributable to
ordinary shareholders of Longyuan Power in 2020 is RMB0.62 per share, and the basic
earnings per share attributable to ordinary shareholders after deducting the non-recurring
profit and loss is RMBO0.59 per share. Thus, upon the completion of the Merger, the basic

earnings per share attributable to the ordinary shareholders of Longyuan Power is increased.
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As the Surviving Company after the Merger, Longyuan Power will follow up and adopt
relevant principles and measures to further improve the operation and management capacities,
to respond to the risks of the dilution of the immediate returns. The controlling shareholders,
Directors and senior management of Longyuan Power have made commitments respectively
to ensure the Surviving Company’s effective implementation of remedial measures to the
immediate returns. For details of the dilution of the immediate returns and remedial measures

to be taken of the Merger, please refer to Appendix VIII of this circular.

The above resolution has been considered and approved by the Board on 18 June 2021 and is

hereby proposed to the Shareholders at the EGM for consideration and approval.

Resolution on the Articles of Association (Draft) and its appendices applicable after the

listing of A Shares of the Company

In order to further improve and strengthen the legal person governance structure, so that the
Company meets the requirements of A share listed companies in all aspects of standardized
governance, in accordance with the Company Law, the Guidelines for the Articles of
Association of Listed Companies ({ L T/A A FEFE485])), the Governance Guidelines
for Listed Companies (L2 FJGELHERI)), Rules Governing the Listing of Stocks on
Shenzhen Stock Exchange ((EEYIFEFZH) Frik 5 E i #LHID) and other relevant laws,
regulations and regulatory documents, on the basis of the existing Articles of Association,
the Company has formulated the Articles of Association (Draft) of China Longyuan Power
Group Corporation Limited* (the “Articles of Association (Draft)”) and its appendix, the
Rules of Procedures of the Shareholders’ General Meeting (Draft) of China Longyuan Power
Group Corporation Limited*, the Rules of Procedures of the Board of Directors (Draft) of
China Longyuan Power Group Corporation Limited* and the Rules of Procedures of the
Supervisory Committee (Draft) of China Longyuan Power Group Corporation Limited* that
will be applicable after the issuance and listing. Please refer to Appendix IX to this circular
for the comparison tables of original and amended Articles of Association (Draft) and its

appendix and the main provisions of the Company’s existing system.
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The revised Articles of Association and its appendix, upon approval by a resolution at the
EGM, the H Shareholders Class Meeting and the Domestic Shareholders Class Meeting, will
be effective from the date of listing of A Shares of the Company on the main board of the
SZSE.

The above resolution has been considered and approved by the Board on 18 June 2021 and
is hereby proposed to the Shareholders at the EGM and the Class Meetings for consideration

and approval.

Resolution on the Administrative Measures for External Guarantees applicable after

the listing of A Shares of the Company

In order to standardize the internal operation of the Company, so that the Company meets the
requirements of A share listed companies in all aspects of daily operation and standardized
governance, the Company intended to formulate the Administrative Measures for External
Guarantees applicable after the listing of A Shares according to the Company Law and other
laws, regulations, normative documents and relevant provisions of securities regulatory

authorities on the governance of listed companies.

The Administrative Measures for External Guarantees was considered and approved at the
EGM, which shall be implemented from the date when the Company’s A Shares are listed
on the main board of the SZSE. For details of the Administrative Measures for External

Guarantees, please refer to Appendix X to this circular.

The above resolution has been considered and approved by the Board on 18 June 2021, and

now is submitted to the Shareholders for consideration and approval at the EGM.

Resolution on authorization to the Board and its authorized persons to deal with

matters relating to the Merger by the general meeting

In order to ensure the smooth progress of the matters relating to the Transaction, in
accordance with the Company Law, the Securities Law and other laws and regulations as
well as the Articles of Association, the Board proposed to the Shareholders’ general meeting
to authorize the Board of the Company (and agreed to the Board of the Company to authorize
the chairman and its authorized persons) to handle all matters of the Transaction within the

scope of relevant laws and regulations, including but not limited to:

1) Amending and adjusting as necessary the specific proposal of the Transaction (except
for the matters that shall be re-voted at the Shareholders’ general meeting of the
Company according to relevant laws and regulations and the Articles of Association),

and entering into related supplemental agreements (if necessary) according to
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(i1)

(iii)

(iv)

(v)

(vi)

the requirements of relevant regulatory authorities or approval authorities for the
Transaction and the actual situation of the Company under the principle of not

exceeding the resolution of Shareholders’ general meeting;

As for the matters relating to the Transaction, under the principle of not exceeding
the resolutions of the Shareholders’ general meeting of the Company, handling
the procedures of review, registration, filing, approval, consent and notification
involved in the Transaction; preparing, signing, executing, modifying, submitting
and completing all documents related to the Transaction (including but not limited to
the agreements and declaration documents involved in the Transaction), and making
corresponding supplements or adjustments to the declaration documents according
to the requirements of relevant regulatory authorities or approval agencies; handling
all information disclosure matters related to the Merger; making corresponding
adjustments to the Issue Price and Conversion Ratio due to ex-right and ex-
dividends activities of the Company’s Shares occurring during the period from the
Pricing Benchmark Date to the Conversion Date, and according to relevant laws
and regulations or the regulations or requirements of the regulatory authorities, and

handling related procedures;

Determining and announcing the implementation plan of the Put Option of the
Company’s Dissenting Shareholders in the process of absorption and merger through
Share Swap involved in the Transaction, and handling specific enforcement and

implementation of related matters;

Handling the registration and filing procedures of taxation, industry and commerce
and other competent departments involved in the Transaction, and being responsible
for applying for the business qualifications and licenses (if necessary) required
for the Company’s operations according to the changed business scope, as well as
the registration procedures for transfer, change, etc. of assets, liabilities, business,
contracts, qualifications, personnel and all other rights and obligations, including

signing relevant legal documents;

Handling the specific enforcement and implementation of the protection plan of

creditor’s interest in the Transaction;
Handling matters such as the registration of the Company’s A Shares issued for the

reason of the Transaction with the securities registration and settlement institution and

the listing and trading on the SZSE;
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(vii) Acting on behalf of the Company in all actions and matters that it considers relevant,

necessary or appropriate to implement the Transaction.

The aforementioned authorization shall be valid within 12 months from the date of review

and approval by the Shareholders’ general meeting of the Company.

The above resolution has been considered and approved by the Board on 18 June 2021 and is
hereby proposed to the Shareholders at the EGM and the H Shareholders Class Meeting for

consideration and approval.

Resolution in relation to the Specific Mandate to the Board to grant the additional A

Shares issue at the general meeting and Class Meetings of the Company

The Transaction involves the Issuance of A Shares additionally by the Company to all
Conversion Shareholders of Pingzhuang Energy in exchange for the A Shares of Pingzhuang
Energy they hold at the Conversion Ratio. The Board will propose at the general meeting
and the Class Meetings to grant an unconditional specific mandate to the Board. If the
Transaction is materialised, the Board shall decide on and implement the issuance of not
more than 345,574,165 A Shares by the Company as required under the Transaction, and
it shall deal with at its sole discretion any and all matters which are necessary, expedient
or appropriate for the Issuance of A Shares additionally, including but not limited to
adjusting the price of proposed Issuance of A Shares and the number of shares to be issued
in accordance with the relevant laws and regulations or the provisions or requirements of the
relevant regulatory authorities, and handling the detailed matters concerning the issuance
(including but not limited to issuing share certificates and stamping the securities seal of the
Company on the share certificates), registration, transfer and listing of A Shares on the Main
Board of the SZSE.

The specific mandate in relation to the Issuance of A Shares shall be effective for a period
of 12 months from the date of consideration and approval at the general meeting and

corresponding shareholders’ class meeting of the Company.
The above resolution has been considered and approved by the Board on 18 June 2021 and

is hereby proposed to the Shareholders at the EGM and H Shareholders Class Meeting for

consideration and approval.
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10.

Resolution on the Supplemental Undertaking Letter in relation to Non-Competition
with China Longyuan Power Group Corporation Limited* entered into by CHN

Energy* with effective conditions

10.1 The Existing Non-Competition Agreement

Reference is made to the prospectus of the Company dated 27 November 2009,
which contains, amongst other things, the Non-Competition Agreement (the “Non-
Competition Agreement”) entered into between the Company and China Guodian
Corporation (“Guodian”, which was the controlling shareholder of the Company then)
in July 2009, under which Guodian agreed not to, and to procure its subsidiaries (other
than the Company (including its subsidiaries, the same below) and Guodian’s A share
listed companies) not to, compete with the Company in the Company’s wind power
business (other than Guodian’s few wind power business retained on the date of the
execution of the Non-Competition Agreement) and granted to the Company options to
acquire the retained businesses and any new business opportunities and pre-emptive
rights to acquire Guodian’s interest in its retained businesses and certain future new

business. The details are as follows:

(i) Options for New Business Opportunities: if Guodian becomes aware of a
business opportunity which directly or indirectly competes, or may compete,
with the Company’s main business, Guodian will notify us in writing
immediately upon becoming aware of such business opportunity and provide to
us all information which is reasonably necessary for the Company to consider
whether or not to engage in such business opportunity. Guodian 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, which the directors understand will be no
less favorable than those terms first offered to Guodian. Guodian shall procure
any of its subsidiaries (other than our Company) and associates to first offer to
the Company any business opportunity which competes, or may compete with
the Company’s main business. The independent non-executive directors of the
Company will be responsible for reviewing and considering whether or not to
take up such new business opportunity referred to by Guodian and such decision

will be made by our independent non-executive directors.

(i)  Options for Acquisitions: in relation to: (a) the retained businesses; and (b)
any new business opportunity Guodian may obtain which competes, or may
compete, directly or indirectly with the Company’s main business, Guodian
has undertaken to grant the Company the option, pursuant to relevant laws and
regulations, to purchase any equity interest, assets or other interests which form

part of the retained businesses or new businesses as described above.
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(iii) Pre-emptive Rights: Guodian has undertaken that, if it intends to transfer, sell,
lease or license or otherwise transfer or permit the use of any of the following
interests to a third party: (a) Guodian’s current wind power businesses; and/
or (b) any new business opportunity of Guodian 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 Guodian, which competes,
or may lead to competition, directly or indirectly with the Company’s main
business, the Group shall have pre-emptive right over these interests which
can be exercised by the Group at any time for so long as the Non-Competition
Agreement remains effective. The independent non-executive directors of
the Company will be responsible for reviewing and considering whether or
not to exercise the pre-emptive rights and such decision will be made by our

independent non-executive directors.

The scope of the Non-Competition Agreement is the wind power generation business,
which is the Company’s principal business in any geographical area within or outside
the PRC. The Non-Competition Agreement specifies that the Company is also engaged
in other renewable energy businesses in addition to its principal business of wind
power generation and that the Company (including its subsidiaries) will continue to
develop and explore renewable energy businesses other than wind power generation in

accordance with its future development needs.

According to the Non-Competition Agreement, the retained businesses principally
include: five wind farms; various coal power plants, including five coal power plants
in Jiangsu; various other renewable energy power plants; and 53.42% equity interest
in GD Power Development Co., Ltd. (“GD Power”). The A shares of GD Power are
listed on the Shanghai Stock Exchange, it is principally engaged in the development
and investment of coal power plants and hydro power plants. It also engages in wind

power business and other renewable energy businesses.

Guodian has irrevocably undertaken in the Non-Competition Agreement that, other
than the retained businesses, during the period of the Non-Competition Agreement,
it will not, and will also procure that its subsidiaries (other than the Company) and
associates do not, in or outside of the PRC, alone or with any other entity, in any form,
directly or indirectly, engage in, assist or support a third party in the operation of, or
participate in, any businesses that compete, or are likely to compete, with our wind
power business (the foregoing restrictions do not apply to the holding of securities in
a company that is engaged in a competing business and whose securities are listed on
any stock exchange, provided that Guodian or its subsidiaries or its associates does not
hold or control the voting rights in respect of 10% or more of the issued share capital

of such company).
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10.2

In July 2009 and November 2009, Guodian issued two further clarification documents
to confirm its non-competition undertakings included in the Non-Competition

Agreement, including, among other things, that:

(1) the Company and the predecessor of the Company, CLEPG (China Longyuan
Electric Power Group Corporation (HEJHE 1% E /A Fl), a state-owned
enterprise established in China, and the predecessor of the Company), were
formed and operated as the platform for Guodian Group (Guodian and its
subsidiaries (except the Group), the same as below) to develop renewable

energy business which principally comprised of the wind power business;

(i)  Guodian will support the development of the Group’s wind power business on
a priority basis by first offering to us to consider any new business opportunity
relating to wind power business and will not give priority to Guodian Group

(including GD Power) in the development of wind power business;

(iii)  the Group has the first right of refusal with respect to any wind power business
opportunities of Guodian Group including any existing and potential wind
power projects of Guodian, in accordance with the terms and conditions of the

Non-Competition Agreement; and

(iv) Guodian also confirmed certain matters relating to our operation of our
coal power business and Guodian’s compliance with the Non-Competition

Agreement.

Background to the Issuance of Supplemental Undertaking in Respect of the Non-

Competition Agreement

10.2.1 Background of the proposed absorption and merger of Pingzhuang Energy by

the Company through share swap and the issuance and listing of A Shares

Upon the completion of the Transaction, the Company will become a A+H
share listed company. In accordance with the PRC laws and regulations and the
requirements of relevant regulatory authorities, solutions must be specified for

the overlapping between the business of CHN Energy and that of the Group.

In view of the above background, taking into consideration the requirements
of the listing of A Shares and the future development strategies of the Group,
the Company and its controlling shareholder, CHN Energy, have intended to
solve the problem of business overlap between the business of CHN Energy

and the principal business of the Company by way of further issuance of the
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Supplemental Undertaking to the Non-Competition Agreement by CHN Energy.
The Non-Competition Agreement and the Supplemental Undertaking will
comply with the regulatory requirements of the places for the listing of both A
shares and H shares, and meet the actual business and future development need

of the Group.

10.2.2 Background of the matters in respect of the potential disposal

According to the requirements under the Administrative Measures for Initial
Public Offering and Listing, the issuer shall not be involved in the following
circumstances: ‘- (II) having violated laws on industry and commerce, taxation,
land, environmental protection, customs and other laws and administrative
regulations, and received administrative punishment in the most recent 36

months, and the circumstance was serious.

Certain subsidiaries of the Company are involved in the occupation of basic
farmland or ecological redline. The occupation of basic farmland or ecological
redline without the obtaining of the compliance confirmation from relevant
competent authorities may be regarded as serious illegal acts and irregularities.

Therefore, the above requirements are not satisfied.

If, finally, the Target Companies are unable to obtain the compliance
confirmation from relevant competent authorities or to solve the aforementioned
defects of land use by other effective means, in order to meet the compliance
requirements for the listing of A Shares of the Company, the Company may be
involved in the matter of the potential disposal, pursuant to which, the Company
intends to transfer the controlling stake in its certain wind power generation
subsidiaries to CHN Energy. The disposal of above-mentioned Target
Companies is subject to the approval by the securities regulatory authority of
the place where the shares of the Company are listed and the procedures of
consideration by the board of directors and shareholders’ general meeting of
Longyuan Power. Based on the above, in the Supplemental Undertaking, the

matter of the potential disposal, amongst other things, will be agreed on.
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10.3 Supplemental Undertaking to the Non-Competition Agreement

In addition to the Non-Competition Agreement which shall remain effective, the
Supplemental Undertaking from the CHN Energy regarding non-competition of

principal business between CHN Energy and Longyuan Power are as follows:

1 The wind power generation business within CHN Energy is to be integrated
by Longyuan Power. As for the wind power generation business (the
“Surviving Wind Power Generation Business”) held by CHN Energy or its
subsidiaries (excluding Longyuan Power and its subsidiaries, the same below)
as at the date of this Supplemental Undertaking, which directly or indirectly
potentially overlapped with the principal business of Longyuan Power, CHN
Energy undertakes that CHN Energy will inject the Surviving Wind Power
Generation Business into Longyuan Power through various means such as asset
restructuring, business adjustment and formation of joint ventures within three
years upon completion of the Transaction, subject to compliance with relevant
laws and regulations and relevant internal and external approval procedures
which are required then, to steadily promote the integration of relevant business
so as to resolve the potential business overlap. The Surviving Wind Power
Generation Business assets to be injected into Longyuan Power shall comply
with the conditions for listing stipulated in the laws and regulations of the PRC

and relevant normative documents.

1.1  In this regard, CHN Energy and its relevant subsidiaries will provide
special description of assets of the Surviving Wind Power Generation
Business held by them to Longyuan Power within four months following
the end of each financial year upon completion of the Transaction,
including whether the assets are eligible for injection, details of their
financial information and other information necessary for consideration

and valuation of asset injection by Longyuan Power.

1.2 All independent non-executive directors of Longyuan Power will be
responsible for reviewing and considering whether the assets of the
Surviving Wind Power Generation Business meet the conditions for asset
injection and whether to initiate the asset injection, and the decision will
be made by all independent non-executive directors of Longyuan Power.
Such asset injection shall also comply with the corporate governance and
information disclosure procedures under applicable laws and regulations

and securities regulatory rules, as applicable.
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1.3 After CHN Energy and the relevant subsidiaries have issued to Longyuan
Power the notice to inject assets or provided the special description
referred to in Clause 1.1 above, Longyuan Power will report it to its
independent non-executive directors within one week after receiving the
notice or special description, for their consideration and assessment, and
will reply to CHN Energy within 30 days after receiving such notice or

special description.

1.4 Where transfer of state-owned assets is involved in the injection of assets
of the Surviving Wind Power Generation Business, an appraisal on that
shall be conducted in accordance with the statutory state-owned assets
valuation method and an approval shall be obtained or filing shall be
made in accordance with laws. The price for the injection of assets of the
Surviving Wind Power Generation Business shall be determined based on
the appraisal value made by a professional third-party valuation agency
jointly appointed by CHN Energy and Longyuan Power, through mutual
negotiation between CHN Energy and Longyuan Power in the manner
and in accordance with the procedures required under the then applicable

laws.

As for the overlapping between Longyuan Power’s thermal power business
and CHN Energy’s, CHN Energy will, within three years upon completion
of the Transaction, make comprehensive use of various means such as asset
restructuring, business adjustment and formation of joint ventures to steadily
promote the integration of relevant business so as to solve the problem of
business overlap, subject to compliance with the relevant laws and regulations
and relevant internal and external approval procedures at that time, and based
on the principle of facilitating the development of the listed company and

safeguarding the interests of shareholders, especially the minority shareholders.

In order to meet the compliance requirements for the listing of A shares of
Longyuan Power, Longyuan Power may dispose of the controlling stake in its
certain wind power generation subsidiaries (the “Target Companies”) to CHN
Energy (the “Disposal”). The disposal of above-mentioned Target Companies is
subject to the approval by the securities regulatory authority of the place where
the shares of Longyuan Power are listed and the procedures of consideration by

the board of directors and shareholders’ general meeting of Longyuan Power
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10.4

(if applicable). If the corresponding consideration and approval procedures for
the Disposal are completed and the Disposal has been implemented, the above-
mentioned Target Companies, upon the completion of the Disposal, will be
together taken as the Surviving Wind Power Generation Business referred to
under the Supplemental Undertaking, and CHN Energy will fulfill relevant

undertakings as agreed in Clause 1 of the Supplemental Undertaking.

The Supplemental Undertaking will not prejudice the legal effect of the Non-
Competition Agreement. Should there be any discrepancy between the Supplemental
Undertaking and the Non-Competition Agreement, the Supplemental Undertaking
shall prevail; for matters not stipulated in the Supplemental Undertaking, the Non-
Competition Agreement shall prevail. The Supplemental Undertaking will come into
effect from the date of obtaining the approval from the securities regulatory authority
of the place where the shares of Longyuan Power are listed, the approval from the
competent decision-making authorities of CHN Energy and the approval from the
shareholders’ general meeting of Longyuan Power upon its consideration. If, finally,
the Disposal mentioned in Clause 3 of the Supplemental Undertaking fails to be
implemented, such clause will be void automatically, which will not prejudice the

effect of the other clauses in the Supplemental Undertaking.

Target Companies Potentially to be Disposed of

Land without certificates involving ecological protection redline

The Target Companies with potential disposal involve land used by 11 wind power
projects operated by 9 subsidiaries, there are the situations where part of the land is
included in the ecological protection red line due to reasons such as the adjustment or
redefining of the ecological protection red line during the construction process or upon
the completion of the construction after the approval of the project, with a total area of
74,389 square meters, accounting for 0.24% of the total area of land used by Longyuan

Power and its controlled subsidiaries, details of which are as follows:

Names of Target Companies potentially

No. to be disposed of Project name

1 China Longyuan Power Group Anhui Baima Project in Xuancheng
New Energy Development Co., Ltd.
Xuancheng Branch (HE V& 75 1 48 B %
T RE IR R A PR R E W22 /]
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Names of Target Companies potentially

No. to be disposed of Project name
2 Longyuan Dingyuan Wind Power Nengren Temple Project
3 Generation Co., Ltd. Dajinshan Project in
Dingyuan
4 Longyuan Suzhou Wind Power Generation Dalongshan Project
5 Co., Ltd. Xiangshan Project in Suzhou
6 Longyuan Le’an Wind Power Generation Le’an Project
Co., Ltd.
7 Longyuan Qixia Wind Power Generation Longyuan Qixia Tao Village
Co., Ltd.(FE VR ER B 1 35 FE A FR/A A Wind Power Project
8 Longyuan Lanxian Wind Power Generation Lanxian Project
Co., Ltd.(REVR 85 21 % A1 R 22 7))
9 Tianjin Longyuan Wind Power Generation | Dagang Mapengkou Project
Co., Ltd.
10 | Guodian Longyuan Longchuan Wind Power Longchuan Shanmengian
Generation Co., Ltd. Wind Power Project
11 Yanbian Longyuan Wind Power Generation Helong Zhenfeng Project

Co., Ltd.

The 11 pieces of land of 9 subsidiaries under Longyuan Power involving the

ecological protection red line matters are actively applying for the certificate for

regulatory adjustment of the ecological red line.

Land which occupies basic farmland without certificates

No. Names of Target Companies potentially to be disposed of
1 Fujian Longyuan Wind Power Generation Company Limited
2 Guodian Shandong Longyuan Linqu Wind

Power Generation Company Limited
3 Longyuan (Putian) Wind Power Company Limited

1 parcel of land which is used for the booster station of Qiulu Wind Farm by Fujian

Longyuan Wind Power Generation Company Limited, 2 parcels of land which is used

for a total of 15 draught fans of Wanyun Wind Farm and Shipanshan Wind Farm by
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Longyuan (Putian) Wind Power Company Limited and 1 parcel of land which is used
for 8 draught fans by Guodian Shandong Longyuan Linqu Wind Power Generation
Company Limited involve the circumstance of occupying basic farmland. The area of
the above-mentioned 4 parcels of land is 5,148 square meters in total, which represents

0.0163% of the land used by Longyuan Power.

Reasons for and Benefit of Issuance of Supplemental Undertaking

Against the backdrop of “peaking carbon emissions and achieving carbon neutral”,
the new energy power generation industry will face fierce competition in business
development. Under the Supplemental Undertaking, the overlapping wind power assets
of CHN Energy will be injected into Longyuan Power in situations where the criteria
are satisfied, which will further increase the installed capacity of Longyuan Power,
and benefit Longyuan Power in seizing opportunities in the fierce competition in the
future, maintaining its leading position in the new energy power generation industry

and safeguarding the interests of Longyuan Power and its shareholders as a whole.

The arrangement to resolve the overlapping of the thermal power business under the
Supplemental Undertaking is made mainly based on the requirements of the A Shares
regulatory rules on avoiding horizontal competition and the future development
strategy of CHN Energy. Thermal power business is not the principal business of
Longyuan Power. As of 31 December 2020, the consolidated installed capacity of
thermal power business of Longyuan Power was 1,875,000kW, accounting for a

relatively small proportion.

The Target Companies with potential disposal expect that the scale of their installed
capacity to be relatively small as compared with those of the Company, which will
not have a material impact on Longyuan Power as a whole. At present, the Target
Companies with potential disposal are all in normal operation, and the Company is
also actively communicating with the competent authorities to reduce the impact of
non-compliance. The Company is of the view that the non-compliance of the Target
Companies with potential disposal will have insignificant impact on the overall

business of the Company.

10.6 Listing Rules Implications

As at the date of this announcement, CHN Energy, being the direct controlling
shareholder of the Company, directly and indirectly holds approximately 58.44% of the
issued share capital of the Company and is a connected person of the Company under
Rule 14A.07 of the Listing Rules. As such, the issuance of Supplemental Undertaking
to Non-Competition Agreement to the Company by CHN Energy constitutes a
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II1.

connected transaction of the Company, and is subject to the announcement, annual
reporting and the independent shareholders’ approval requirements under Chapter 14A

of the Listing Rules.

An independent board committee of the Company comprising all independent non-
executive directors has been established by the Company to advise the independent
shareholders in respect of the Supplemental Undertaking. Gram Capital has been
appointed as the Independent Financial Adviser to advise the independent board

committee and independent shareholders in this regard.

The directors of the Company are of the view that the terms of the Supplemental
Undertaking are fair and reasonable and in the interests of the Company and its
shareholders as a whole. Mr. Liu Jinhuan, Mr. Yang Xiangbin® and Mr. Tian Shaolin,
non-executive directors of the Company, are appointed by and hold positions in
CHN Energy and have material interests in the arrangement under the Supplemental
Undertaking. They have abstained from voting on the related Board resolution for the
approval of the Supplemental Undertaking. Save as aforementioned persons, none of

the other directors has a material interest in the Transaction.

As at the Latest Practicable Date, the Company has not entered into any agreement on
the matter of potential disposal. If the Company enters into any relevant transaction
agreement, it will comply with the requirements of Chapter 14 and Chapter 14A
of the Listing Rules and perform corporate governance and information disclosure

procedures accordingly.

The above resolution has been considered and approved by the Board on 18 June 2021 and is hereby

proposed to the Shareholders at the EGM for consideration and approval.

EGM AND CLASS MEETINGS

The Company will convene the EGM, the Domestic Shareholders Class Meeting and the H
Shareholders Class Meeting in sequence at 9:00 a.m. on Friday, 23 July 2021 at the Conference
Room, 22/F, Block ¢, 6 Fuchengmen North Street, Xicheng District, Beijing, the People’s Republic

of China. Notices of the EGM and Class Meetings are set out in this circular.
In order to determine the holders of Shares who are eligible to attend and vote at the EGM and
Class Meetings, the register of members of the Company will be closed from Tuesday, 20 July

2021 to Friday, 23 July 2021, both days inclusive. To be eligible to attend and vote at the EGM and

Class Meetings, unregistered holders of Shares of the Company shall lodge relevant share transfer

Mr. Yang Xiangbin has resigned as our Director on 29 June 2021.
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Iv.

documents with (for holders of H Shares) the Company’s H Share registrar, Computershare Hong
Kong Investor Services Limited at Shops 1712—-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong or (for holders of Domestic Shares) the Company’s head office in
the PRC for registration not later than 4:30 p.m. on Monday, 19 July 2021.

Shareholders who intend to appoint a proxy to attend the EGM and Class Meetings shall complete
and return the accompanying form of proxy in accordance with the instructions printed thereon. For
holders of H Shares, the form of proxy should be returned to Computershare Hong Kong Investor
Services Limited and for holders of Domestic Shares, the form of proxy should be returned to the
Company’s head office in the PRC by hand or by post in any event not less than 24 hours before the
time fixed for holding the EGM and the Class Meetings or any adjourned meeting (as the case may
be). Completion and return of the form of proxy will not preclude you from attending and voting in

person at the EGM and the Class Meetings or at any other adjourned meeting.

VOTING BY POLL AT EGM AND CLASS MEETINGS

Pursuant to Rule 13.39(4) of the Listing Rules, all votes of the Shareholders at the general meetings
must be taken by poll except where the chairman, in good faith, decides to allow a resolution which
relates purely to a procedural or administrative matter to be voted on by a show of hands. The
chairman of the EGM and Class Meetings will therefore demand a poll for every resolution put to

the vote of the EGM and Class Meetings pursuant to Article 81 of the Articles.

On a voting by poll, every Shareholder present in person or by proxy (or being a corporation by its
duly authorised representative) shall have one vote for each Share registered in his/her name in the
register of members. A Shareholder entitled to more than one vote needs not use all his/her votes or

cast all the votes he/she uses in the same manner.

Pursuant to Rules 2.15 and 14A. 36 of the Listing Rules, in the event that any shareholder has a
significant interest in a transaction or arrangement proposed for the consideration and approval
at the general meeting, the shareholder shall abstain from voting on the relevant resolutions.
Therefore, any connected persons, Shareholders and their associates who have significant interests
in the relevant resolutions on the Transaction and the Supplemental Undertaking shall abstain from
voting on the resolutions in relation to the Transaction and the Supplemental Undertaking at the
EGM and the Class Meetings, with particulars as follows: (1) Resolution on absorption and merger
of Pingzhuang Energy through Share Swap by the Company and disposal of material assets and
purchase of assets through cash payment meeting the requirements for initial public offering and
listing; (2) Resolution on absorption and merger of Pingzhuang Energy through Share Swap by the
issuance of A Shares of the Company and disposal of material assets and purchase of assets through
cash payment and proposal of related party transactions (to be voted separately); (3) Resolution on
the Report of the Absorption and Merger of Inner Mongolia Pingzhuang Energy Co., Ltd. through
Share Swap by China Longyuan Power Group Corporation Limited* and Disposal of Material Assets
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and Purchase of Assets through Cash Payment and Proposal of Related Party Transactions (Draft)
and its summary; (4) Resolution on entering into the Agreement on Absorption and Merger through
Share Swap of China Longyuan Power Group Corporation Limited* and Inner Mongolia Pingzhuang
Energy Co., Ltd. and its supplemental agreement with effective conditions; (5) Resolution on
entering into the Assets Disposal Agreement among Inner Mongolia Pingzhuang Energy Co., Ltd.,
China Longyuan Power Group Corporation Limited* and CHN Energy Inner Mongolia Power
Co., Ltd. and its supplemental agreement with effective conditions;(6) Resolution on entering into
the Agreement on Purchase of Assets through Cash Payment of China Longyuan Power Group
Corporation Limited* and CHN Energy Northeast Electric Power Co., Ltd., CHN Energy Shaanxi
Electric Power Co., Ltd., CHN Energy Guangxi Electric Power Co., Ltd., CHN Energy Yunnan
Electric Power Co., Ltd., CHN Energy Gansu Electric Power Co., Ltd., CHN Energy North China
Electric Power Co., Ltd. and its supplemental agreement with effective conditions; (7) Resolution
on entering into the Profit Compensation Agreement of the Company and Northeast Electric Power,
Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric Power, Gansu Electric Power and
North China Electric Power with effective conditions; (8) Resolution on the approval for the audit
report related to the Transaction; (9) Resolution on the approval for the assessment report related to
the Transaction; (10) Resolution on the independence of the valuation agency, the reasonableness
of valuation assumptions, the relevance of the valuation methods and valuation purposes, and the
fairness of valuation and pricing; (11) Resolution on the confirmation of the valuation report related
to the Merger; (12) Resolution on the independence of the appraisal agency, the reasonableness
of appraisal assumptions, the relevance of appraisal methods and appraisal purposes, and the
fairness of appraisal and pricing; (13) Resolution on the dilution of immediate returns by the
Transaction and proposed remedial measures; (14) Resolution on the confirmation of the related
party transactions during the reporting period (the year 2018, 2019 and 2020); (15) Resolution on
authorization to the Board and its authorized persons to deal with matters relating to the Transaction
by the general meeting. (16) Resolution in relation to the Specific Mandate to the Board to grant
the additional A Shares issue at the general meetings and Class Meetings; and (17) Resolution on
the Supplemental Undertaking Letter in relation to Non-Competition with China Longyuan Power

Group Corporation Limited* entered into by CHN Energy with effective conditions.

As at the Latest Practicable Date, CHN Energy, the controlling shareholder of the Company,
directly holding 4,602,432,800 Domestic Shares of the Company and holding 93,927,200 Domestic
Shares of the Company through its associate, Northeast Electric Power, and has significant interests
in the relevant resolutions on the Transaction and the Supplemental Undertaking. Thus, CHN
Energy and its associates, Northeast Electric Power, will abstain from voting on the resolutions
in relation to the relevant resolutions on the Transaction and the Supplemental Undertaking at the
EGM and the Class Meetings. The total number of Shares abstained from voting that are held by
CHN Energy and its associates, Northeast Electric Power is 4,696,360,000 Shares, representing
approximately 58.44% of the total issued share capital of the Company.
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3.

As at the Latest Practicable Date, to the best of the knowledge, information and belief of the
Directors of the Company having made all reasonable enquiries, apart from CHN Energy and its
associates, Northeast Electric Power, there is no other Shareholders who have material interests
in the Transaction, the Supplemental Undertaking or any other resolutions. Any Shareholder who
holds Shares of the Company and Pingzhuang Energy at the same time shall abstain from voting on
the relevant resolutions in relation the Transaction and the Supplemental Undertaking at the EGM

and the Class Meetings.

Mr. Liu Jinhuan, Mr. Yang Xiangbin® and Mr. Tian Shaolin, being the non-executive Directors
of the Company, are appointed by and hold positions in CHN Energy and therefore have material
interests in the relevant resolutions on the Transaction and the Supplemental Undertaking. They
have abstained from voting on the relevant resolutions in relation to the Transaction and the
Supplemental Undertaking at the Board meeting. Save as aforementioned persons, none of the other
Directors has a material interest in the relevant resolutions on the Transaction and the Supplemental

Undertaking.

RECOMMENDATION

The Board considers that all the resolutions set out in the Notices of EGM and Class Meetings for
consideration and approval by the Shareholders are in the best interests of the Company and its
Shareholders. As such, the Board recommends the Shareholders to vote in favour of the resolutions
set out in the Notices of EGM and Class Meetings which are to be proposed at the EGM and Class
Meetings.

By order of the Board
China Longyuan Power Group Corporation Limited*
Tang Jian

Executive Director and President

For identification purpose only

Mr. Yang Xiangbin has resigned as our Director on 29 June 2021.
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2, EEIRE NREIZ G ARAE

CHINA LONGYUAN POWER GROUP CORPORATION LIMITED *

(A joint stock limited company incorporated in the People'’s Republic of China with limited liability)

(Stock Code: 00916)

8 July 2021
To the Independent Shareholders

Dear Sirs or Madams,

CONNECTED TRANSACTIONS
ABSORPTION AND MERGER OF PINGZHUANG ENERGY THROUGH
SHARE SWAP, DISPOSAL OF MATERIAL ASSETS AND
PURCHASE OF ASSETS THROUGH CASH PAYMENT AND
PROFIT COMPENSATION AGREEMENT
ISSUANCE OF SUPPLEMENTAL UNDERTAKING BY
CONTROLLING SHAREHOLDERS

We refer to the circular to all shareholders (the “Circular”) dated 8 July 2021 of the Company, of which
this letter forms part. Terms used in this letter shall have the same meanings as those defined in the
Circular unless otherwise specified.

We have been appointed by the Board as members of the Independent Board Committee to advise the
Independent Shareholders on (1) whether the Agreement on Absorption and Merger through Share Swap,
the Assets Disposal Agreement and the Agreement on Purchase of Assets through Cash Payment and their
respective supplemental agreements, Profit Compensation Agreement and the plan for the Transaction
and (2) Supplemental Undertaking issued by controlling shareholders (details set out in the Letter from
the Board in the Circular) are fair and reasonable so far as the Independent Shareholders of the Company
are concerned and are in the interests of the Company and the Shareholders as a whole. Gram Capital has
been appointed as the Independent Financial Adviser to advise the Independent Board Committee and the
Independent Shareholders of the Company on the same. Your attention is drawn to the Letter from Gram
Capital set out in the Circular.

Having considered the information set out in the Letter from the Board as well as the major factors,
reasons and opinion stated in the Letter from Gram Capital, we are of the view that (1) the Agreement
on Absorption and Merger through Share Swap, the Assets Disposal Agreement and the Agreement
on Purchase of Assets through Cash Payment and their respective supplemental agreements, Profit
Compensation Agreement and the plan for the Transaction and (2) Supplemental Undertaking issued by
controlling shareholders was entered into on normal commercial terms, the terms of which are fair and
reasonable as far as the Independent Shareholders are concerned, and we believe that the Connected
Transactions are in the interests of the Company and the Shareholders as a whole. Our view related to
fairness and reasonableness is based on information, facts and circumstances currently prevailing.
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Accordingly, we advise the Independent Shareholders to vote in favor of the resolutions to be proposed
at the EGM and Class Meetings to approve (1) the Agreement on Absorption and Merger through Share
Swap, the Assets Disposal Agreement and the Agreement on Purchase of Assets through Cash Payment
and their respective supplemental agreements, Profit Compensation Agreement and the plan for the
Transaction and (2) Supplemental Undertaking.

Yours faithfully,
Independent Board Committee
Zhang Songyi Meng Yan Han Dechang

Independent non-executive Directors

* For identification purpose only
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Set out below is the text of a letter received from Gram Capital, the Independent Financial Adviser to the
Independent Board Committee and the Independent Shareholders in respect of the Transaction and the

Supplemental Undertaking for the purpose of inclusion in this circular.

g Gram Capital Limited Room 1209, 12/F.
%‘ *4‘ }éz ZIK ﬁ BE ,/L;\ ﬁ‘l Nan Fung Tower

88 Connaught Road Central/
173 Des Voeux Road Central
Hong Kong

8 July 2021

To:  The independent board committee and the independent shareholders of

China Longyuan Power Group Corporation Limited*
Dear Sir/Madam,

(A) DISCLOSEABLE TRANSACTION AND CONNECTED TRANSACTION IN RELATION TO
ABSORPTION AND MERGER OF PINGZHUANG ENERGY THROUGH SHARE SWAP,
DISPOSAL OF MATERIAL ASSETS AND
PURCHASE OF ASSETS THROUGH CASH PAYMENT; AND
(B) ISSUANCE OF SUPPLEMENTAL UNDERTAKING TO NON-COMPETITION AGREEMENT
BY CONTROLLING SHAREHOLDER

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in respect of the Transaction, and the Supplemental
Undertaking details of which are set out in the letter from the Board (the “Board Letter”) contained in
the circular dated 8 July 2021 issued by the Company to the Shareholders (the “Circular”), of which this
letter forms part. Terms used in this letter shall have the same meanings as defined in the Circular unless

the context requires otherwise.
The Transaction

On 15 January 2021, the Company entered into the Agreement on Absorption and Merger through Share
Swap, the Assets Disposal Agreement and the Agreement on Purchase of Assets through Cash Payment,
respectively for the possible absorption and merger of Pingzhuang Energy through Share Swap and the
material assets replacement, and on 18 June 2021, the Company further entered into, among other things,
the Supplemental Agreements. The Transaction consists of three parts: Absorption and Merger through

Share Swap, Assets Disposal and Purchase through Cash.
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The Merger, when fully implemented, will involve, among other things, the issuance of a total of
345,574,165 A Shares by the Company to all Conversion Shareholders of Pingzhuang Energy on the
Registration Date of Implementation of the Merger, in exchange for the A Shares of Pingzhuang Energy
held by them. The Conversion Ratio for the Merger is 1:0.3407, that is, each A Share of Pingzhuang
Energy held by the Conversion Shareholders of Pingzhuang Energy can be converted for 0.3407 A Share
to be newly issued by the Company. Upon completion of the Merger, Pingzhuang Energy will be delisted
and ultimately disqualified as a legal person. The Company, as the Surviving Company, shall inherit
and take over, directly or through its designated wholly-owned subsidiaries, all the assets, liabilities,
businesses, contracts, qualifications, employees and all other rights and obligations of Pingzhuang Energy

(excluding the Assets to be Disposed of).

Pingzhuang Energy will transfer the Assets to be Disposed of to Pingzhuang Coal Group, the consideration
of which shall be paid by Pingzhuang Coal Group in cash. On the Closing Date of Assets to be Disposed
of, the Assets to be Disposed of will be directly delivered to Pingzhuang Coal Group.

The Company will purchase the Assets to be Purchased from the Other Subsidiaries of CHN Energy, and
the consideration of which shall be paid by the Surviving Company in cash. On the Closing Date of Assets
to be Purchased, the Assets to be Purchased will be directly delivered to the Surviving Company or its

subsidiaries.

With reference to the Board Letter, the Merger, the Disposal and the Purchase are inter-conditional
on each other, failing any of which, the other two matters will not be implemented. As at the Latest
Practicable Date, the ultimate de facto controller of the Company and Pingzhuang Energy is the SASAC
of the State Council. Upon completion of the Merger, the ultimate de facto controller of the Surviving
Company will remain the SASAC of the State Council, therefore, the Merger will not result in a change of

the de facto controller.

With reference to the Board Letter, the Transaction constitutes a discloseable and connected transaction
of the Company and is subject to the reporting, announcement, annual review and the independent

shareholders’ approval requirements under the Listing Rules.

The Supplemental Undertaking

On 18 June 2021, CHN Energy, a controlling shareholder of the Company, further issued the Supplemental
Undertaking to Non-Competition Agreement to solve the problem of business overlap with the Company in the

future.

With reference to the Board Letter, the issuance of Supplemental Undertaking to Non-Competition Agreement
to the Company by CHN Energy constitutes a connected transaction of the Company, and is subject to the
announcement, annual reporting and the independent shareholders’ approval requirements under Chapter 14A of

the Listing Rules.
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The Independent Board Committee comprising Mr. Zhang Songyi, Mr. Meng Yan and Mr. Han Dechang
(being all independent non-executive Directors) has been formed to advise the Independent Shareholders
on (i) whether the terms of the Transaction and the Supplemental Undertaking are on normal commercial
terms and are fair and reasonable; (ii) whether the Transaction and the Supplemental Undertaking are in
the interests of the Company and the Shareholders as a whole and conducted in the ordinary and usual
course of business of the Group; and (iii) how the Independent Shareholders should vote in respect of the
resolutions to approve the Transaction and the Supplemental Undertaking at the EGM and Class Meetings
(as the case may be). We, Gram Capital Limited, have been appointed as the Independent Financial

Adviser to advise the Independent Board Committee and the Independent Shareholders in this respect.

INDEPENDENCE

During the past two years immediately preceding the Latest Practicable Date, Gram Capital was engaged
as an independent financial adviser in relation to the Company’s continuing connected transactions, details
of which are set out in the Company’s circular dated 14 December 2020. Notwithstanding the aforesaid
engagement, we were not aware of any relationships or interests between Gram Capital and the Company,
or any other parties during the past two years immediately preceding the Latest Practicable Date that could
be reasonably regarded as hindrance to Gram Capital’s independence to act as the Independent Financial

Adviser.

BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Committee and the Shareholders, we have relied
on the statements, information, opinions and representations contained or referred to in the Circular
and the information and representations as provided to us by the Directors. We have assumed that all
information and representations that have been provided by the Directors, for which they are solely and
wholly responsible, are true and accurate at the time when they were made and continue to be so as at
the Latest Practicable Date. We have also assumed that all statements of belief, opinion, expectation
and intention made by the Directors in the Circular were reasonably made after due enquiry and careful
consideration. We have no reason to suspect that any material facts or information have been withheld or
to doubt the truth, accuracy and completeness of the information and facts contained in the Circular, or the
reasonableness of the opinions expressed by the Company, its advisers and/or the Directors, which have
been provided to us. Our opinion is based on the Directors’ representation and confirmation that there
is no undisclosed private agreement/arrangement or implied understanding with anyone concerning the
Transaction and the Supplemental Undertaking. We consider that we have taken sufficient and necessary
steps on which to form a reasonable basis and an informed view for our opinion in compliance with Rule
13.80 of the Listing Rules.
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We have not made an independent evaluation or appraisal of the assets and liabilities of the Group or
Pingzhuang Energy or CHN Energy and we have not been furnished with any such evaluation or appraisal,
save as and except for the valuation reports on the Assets to be Purchased prepared by China United
Appraisal and the valuation report on the Assets to be Disposed of prepared by Zhong Ming Appraisal,
the summaries of which are set out in Appendix II and III to the Circular respectively. Since we are not
experts in the valuation of assets or business, we have relied solely upon the valuation reports for the
valuation of the Assets to be Purchased and the Assets to be Disposed of as at the Valuation Benchmark

Date.

The Circular, for which the Directors collectively and individually accept full responsibility, includes
particulars given in compliance with the Listing Rules for the purpose of giving information with regard
to the Company. The Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief, the information contained in the Circular is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would
make the Circular or any statement therein misleading. We, as the Independent Financial Adviser, take no

responsibility for the contents of any part of the Circular, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed view and to
provide a reasonable basis for our opinion. We have not, however, conducted any independent in-depth
investigation into the business and affairs of the Company, Pingzhuang Energy, Pingzhuang Coal Group,
CHN Energy or their respective subsidiaries or associates, nor have we considered the taxation implication
on the Group or the Shareholders as a result of the Transaction and/or the Supplemental Undertaking.
Our opinion is necessarily based on the financial, economic, market and other conditions in effect and
the information made available to us as at the Latest Practicable Date. Shareholders should note that
subsequent developments (including any material change in market and economic conditions) may affect
and/or change our opinion and we have no obligation to update this opinion to take into account events
occurring after the Latest Practicable Date or to update, revise or reaffirm our opinion. In addition, nothing
contained in this letter should be construed as a recommendation to hold, sell or buy any Shares or any

other securities of the Company.

Lastly, where information in this letter has been extracted from published or otherwise publicly available
sources, it is the responsibility of Gram Capital to ensure that such information has been correctly
extracted from the relevant sources while we are not obligated to conduct any independent in-depth

investigation into the accuracy and completeness of those information.
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Transaction and the Supplemental Undertaking, we have taken

into consideration the following principal factors and reasons:

A.

THE TRANSACTION

1.

Background of the Transaction

1.1

Information on the Group

With reference to the Board Letter, the Company is a leading wind power generation
company in the PRC, primarily engaged in the design, development, construction,
management and operation of wind farms. In addition to the wind power business, the
Company also operates other power projects such as coal power, solar power, tidal,
biomass and geothermal energy. Meanwhile, the Company also provides consultation,
repair and maintenance, training and other professional services to wind farms, as well
as manufactures and sells power equipment used in the power grids, wind farms and

coal power plants. The ultimate beneficial owner of the Company is CHN Energy.

Set out below are the consolidated financial information of the Group for the two
years ended 31 December 2020 as extracted from the Company’s annual report for the
year ended 31 December 2020 (the “Company’s 2020 Annual Report”):

For the year For the year
ended 31 ended 31 Year-on-year
December 2020  December 2019 change
(audited) (audited)
RMB 000 RMB’000 %
Revenue 28,667,181 27,540,630 4.09
— Wind power 20,716,087 19,098,954 8.47
— Coal power 7,593,228 7,784,304 (2.45)
— Others 357,866 657,372 (45.56)
Profit attributable to equity
holders of the Company 5,024,979 4,566,790 10.03

The Group recorded revenue of approximately RMB28.67 billion for the year ended
31 December 2020 (“FY2020”), representing an increase of approximately 4.09% as
compared to that for the year ended 31 December 2019 (“FY2019”). With reference to
the Company’s 2020 Annual Report, such increase in revenue was mainly due to the

increase in electricity sales and other revenue of wind power segment.

- 118 -



LETTER FROM GRAM CAPITAL

1.2

1.3

For FY2020, the Group recorded profit attributable to equity holders of the Company
of approximately RMB5.02 billion, representing an increase of approximately 10.03%
as compared to that for FY2019. With reference to the Company’s 2020 Annual
Report, such increase in profit was mainly attributable to the increase in net profit of

wind power segment.

With reference to the Company’s 2020 Annual Report, the Group had net assets of
approximately RMB66.45 billion as at 31 December 2020.

Information on CHN Energy

With reference to the Board Letter, as a state-owned enterprise established in
accordance with the laws of the PRC, CHN Energy is the controlling shareholder of
the Company, and operates eight business segments including coal, thermal power,
new energy, hydropower, transportation, chemicals, environmental technologies and

finance.

Information on Pingzhuang Energy

With reference to the Board Letter, Pingzhuang Energy is a joint stock limited
company incorporated and validly existing under the laws of the PRC, whose
shares are listed and traded on Shenzhen Stock Exchange with stock code 000780.
SZ. Pingzhuang Energy is mainly engaged in the businesses of production,
preparation, processing and sales (limited to operation by branches) of coal, sales of
mine equipments, materials, accessories and disposal materials, catering services,
accommodation and other businesses (the “Pingzhuang Energy Business”). As at the
Latest Practicable Date, the total number of issued shares of Pingzhuang Energy was
1,014,306,324, among which, CHN Energy holds 61.42% of shares of Pingzhuang
Energy through Pingzhuang Coal Group and is an indirect controlling shareholder of
Pingzhuang Energy and the ultimate beneficial owner. Other than Pingzhuang Coal
Group, all other shareholders of Pingzhuang Energy are independent third parties other

than the Company and its connected persons.
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Set out below are the financial information of Pingzhuang Energy for the two years
ended 31 December 2020 as extracted from Pingzhuang Energy’s annual report for
FY2020 (the “Pingzhuang Energy’s 2020 Annual Report”):

For the year For the year
ended 31 ended 31 Year-on-year
December 2020  December 2019 change

(audited) (audited)
RMB’000 RMB’000 %
Operating income 1,841,660 2,153,673 (14.49)
— Coal mining and dressing 1,573,775 1,740,641 (9.59)
— Others 267,886 413,032 (35.14)

Net loss attributable to the

shareholders of the company (760,634) (78,021) 87491

Pingzhuang Energy recorded operating income of approximately RMB1.84 billion for
FY2020, representing a decrease of approximately 14.49% as compared to that for
FY2019. Revenue from both coal mining and dressing, and other businesses recorded
decrease for FY2020 as compared to those for FY2019.

For FY2020, Pingzhuang Energy recorded net loss attributable to shareholders of the
company of approximately RMB760.63 million, representing an increase of 874.91%
as compared to that for FY2019. With reference to the Pingzhuang Energy’s 2020
Annual Report, such increase in net loss was mainly due to (i) the recognition of
impairment loss on Pingzhuang Energy’s assets; (ii) the decrease in selling price and
sales volume of coal; (iii) the decrease in government subsidy; and (iv) the increase in

credit impairment.

With reference to the Pingzhuang Energy’s 2020 Annual Report, Pingzhuang Energy
had net assets of approximately RMB3.05 billion as at 31 December 2020.

The shareholding structure of Pingzhuang Energy is set out in the section headed “1.7.3

Information on Pingzhuang Energy” of the Board Letter.
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1.4

1.5

1.6

1.7

Information on Other Subsidiaries of CHN Energy

With reference to the Board Letter, Northeast Electric Power, Shaanxi Electric Power,
Guangxi Electric Power, Yunnan Electric Power, Gansu Electric Power and North
China Electric Power, all incorporated pursuant to the laws of the PRC, are all wholly-
owned subsidiaries of CHN Energy, and mainly engaged in development, investment
and operation of wind power projects. CHN Energy is the ultimate beneficial owner of

all its other subsidiaries.

Information on Pingzhuang Coal Group

With reference to the Board Letter, Pingzhuang Coal Group is a limited liability
company incorporated and validly existing under the laws of the PRC, and it is mainly
engaged in mining and sales of coal.

Information on the Assets to be Disposed of

With reference to the Board Letter, the Assets to be Disposed of represented all the
assets and liabilities other than deferred income tax assets, deferred revenue and taxes
payable of Pingzhuang Energy as at 31 December 2020. The specific scope is subject
to the asset valuation scope as confirmed in the valuation report on the Assets to be
Disposed of.

Information on Assets to be Purchased

With reference to the Board Letter, the Assets to be Purchased represented part of
equity interests of subsidiaries engaging in new energy business to be purchased by
the Company from the Other Subsidiaries of CHN Energy. The Assets to be Purchased

comprised:

(1)  100% equity interest in Northeast New Energy held by Northeast Electric

Power;

(2)  100% equity interest in Dingbian New Energy held by Shaanxi Electric Power;

(3)  100% equity interest in Guangxi New Energy held by Guangxi Electric Power;

4) 100% equity interest in Yunnan New Energy by Yunnan Electric Power;

(5)  100% equity interest in Gansu New Energy by Gansu Electric Power;

(6)  100% equity interest in Tianjin Jieneng held by North China Electric Power;
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(7)  100% equity interest in Inner Mongolia New Energy held by North China

Electric Power; and

(8)  100% equity interest in Shanxi Jieneng held by North China Electric Power.

Reasons for and benetfits of the Transaction

With reference to the Board Letter, the Transaction comprises three parts, the Merger,
the Disposal and the Purchase, which are inter-conditional on each other. Upon
completion of the Merger, Pingzhuang Energy will be delisted and disqualified as a
legal person. The Company, as the Surviving Company, shall inherit and take over,
directly or through its designated wholly-owned subsidiaries, all the assets, liabilities,
businesses, contracts, qualifications, employees and all other rights and obligations
of Pingzhuang Energy (other than the Assets to be Disposed of). The Company will
apply for listing and trading of its original Domestic Shares and the A Shares to be
issued for the Merger on the Main Board of the SZSE. Meanwhile, the Assets to be
Disposed of will be directly delivered to Pingzhuang Coal Group, and the Assets to be
Purchased will be directly delivered to the Company, the Surviving Company, or its
subsidiaries, pursuant to the Assets Disposal Agreement and Agreement on Purchase

of Assets through Cash Payment and their respective supplemental agreements.

The Company considered the following reasons for and benefits of the Transaction:
(1) aligning with the national new energy development strategy, consolidating and
enhancing the industry leading position and international competitiveness of the
Company; (2) being conducive to broadening financing channels and enhancing
competitive advantages of the Company; and (3) being conducive to reducing
horizontal competition and realizing resource integration. Further details are set out
in the section headed “1.5 Reasons for and Benefits of the Transaction” of the Board

Letter.

With reference to the Company’s 2020 Annual Report, the period of the “Fourteenth
Five-Year Plan” will be a key five years for China to implement the energy security
strategy of “Four Revolutions and One Cooperation” in the energy sector (which
pointed out the direction of China’s energy transformation) and achieve the goal of
carbon emission by 2030. During this period of time, new energy will become the
main part of incremental energy consumption, and the development of new energy will
usher in major opportunities. We also noted from the Company’s 2020 Annual Report
the Group’s objectives in 2021 include: (i) to grasp the development opportunity
accurately, and further consolidate, optimize and expand main business of new energy;
and (ii) to deepen reform continuously, and further elevate the management efficiency.
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As mentioned above, upon completion of the Transaction, the Assets to be Purchased
(which represented part of equity interests of subsidiaries engaging in new energy
business) will be directly delivered to the Company, while the Assets to be Disposed
of (which represented all the assets and liabilities other than deferred income tax assets,
deferred revenue and taxes payable of Pingzhuang Energy that are used for the purpose
of conducting the Pingzhuang Energy Business and are irrelevant to the Group’s wind
power business) will be sold. Accordingly, we are of the view that the Transaction is
consistent with the Company’s development objectives as mentioned in the Company’s
2020 Annual Report (such as, to grasp the development opportunity accurately, and
further consolidate, optimize and expand main business of new energy). Having also
considered that upon completion of the Transaction, the Company will become dual
listing and can conduct capital operation in both H share market and A share market,
we are of the view that the Transaction is conducive to broaden financing channels of

the Company.

Having considered the above, we consider that although the Transaction is not
conducted in the ordinary and usual course of business of the Group, the Transaction is

in the interests of the Company and the Shareholders as a whole.

Industry overview

Electricity consumption in PRC

Set out below are the electricity consumption in PRC during the five years ended

31 December 2020, being the latest five full-year statistics published by the China
Electricity Council:

2020 2019 2018 2017 2016

Electricity consumption (billion
kilowatt-hours) 7,511 7,249 6,900 6,363 5,975

As shown in the table above, the electricity consumption in PRC recorded year-on-
year increase during each of the year 2017, 2018, 2019 and 2020. The electricity
consumption in PRC increased from approximately 5,975 billion kilowatt-hours
(“kWh”) in 2016 to approximately 7,511 billion kWh in 2020, representing a

compounded annual growth rate of approximately 5.9%.
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Electricity generation in PRC

Set out below are the clean energy (such as gas-fired power, hydropower, nuclear
power and wind power) consumption (as a percentage of total energy consumption)
during the five years ended 31 December 2020, being the latest five full-year statistics
published by the National Bureau of Statistics of the PRC:

2020 2019 2018 2017 2016

Clean energy consumption to total
energy consumption 243%  234% 22.1% 208% 19.7%

As shown in the table above, clean energy consumption (as a percentage of total
energy consumption) recorded year-on-year increase during each of the year 2017,
2018, 2019 and 2020. Such percentage increased from approximately 19.7% in 2016
to approximately 24.3% in 2020.

Set out below are the proportion of different types of electricity generation in the PRC
during the five years ended 31 December 2020, being the latest five full-year statistics
published by the China Electricity Council:

2020 2019 2018 2017 2016

Hydropower 178% 17.8% 17.6% 18.6% 19.5%
Thermal power 67.9% 68.9% T704% T71.0% 71.8%
Nuclear power 4.8% 4.8% 4.2% 3.9% 3.5%
Wind power 6.1% 5.5% 5.2% 4.7% 4.0%
Solar power 3.4% 3.1% 2.5% 1.8% 1.1%

As shown in the table above, thermal power (which includes coal-fired power, gas-
fired power, fuel oil-fired power and biomass power) is the largest contributor to the
total electricity generation in the PRC from 2016 to 2020, despite the contribution
decreased from approximately 71.8% in 2016 to approximately 67.9% in 2020.
Hydropower is the second largest contributor to the total electricity generation in the
PRC from 2016 to 2020, although its contribution also decreased from approximately
19.5% in 2016 to approximately 17.8% in 2020. The contribution from each of nuclear

power, wind power and solar power increased from 2016 to 2020.

Having considered the statistics as highlighted above, we are of the view that prospect

of the clean energy business is generally positive.
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2.

Principal terms of the Transaction

2.1

The Merger

On 15 January 2021, the Company entered into the Agreement on Absorption and
Merger through Share Swap with Pingzhuang Energy in relation to the Merger. The
Merger, when fully implemented, will involve, among other things, the issuance of
a total of 345,574,165 A Shares by the Company to all Conversion Shareholders of
Pingzhuang Energy on the Registration Date of Implementation of the Merger, in
exchange for the A Shares of Pingzhuang Energy held by them. Upon completion of
the Merger, Pingzhuang Energy will be delisted and disqualified as a legal person. The
Company will apply for listing and trading of its original Domestic Shares and the A
Shares to be issued for the Merger on the Main Board of the SZSE.

The targets of the Share Swap are all the Conversion Shareholders of Pingzhuang
Energy whose name appears on the shareholders’ register at the close of business of
the Registration Date of Implementation of the Merger, that is, on the Registration
Date of Implementation of the Merger, the shares of Pingzhuang Energy held by the
shareholders of Pingzhuang Energy who have not declared, partially declared, have
no right to declare or invalidly declared the exercise of the Cash Alternatives, and the
shares of Pingzhuang Energy held by the Cash Alternative Providers for providing
the Cash Alternative, will be entirely converted into A Shares to be issued by the

Company for the Merger in accordance with the Conversion Ratio.

Detailed terms of the Merger are set out in the sections headed “1.1.1 Absorption and

Merger” of the Board Letter.

2.1.2 Conversion Price and Cash Alternative
Conversion Price
The price of Cash Alternative of Dissenting Shareholders of Pingzhuang Energy
of RMB3.50 is based on the average closing price of Pingzhuang Energy shares
in the 20 trading days prior to the Pricing Benchmark Date. The Conversion

Price of RMB3.85 is based on the aforesaid average closing price of RMB3.50,

with a 10% premium rate.
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If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in Pingzhuang Energy from the Pricing Benchmark Date
to the date of the Share Swap or the date of the Cash Alternative Exercise
Date (both days inclusive for both cases), the Conversion Price and price for
Cash Alternative shall be adjusted accordingly. Under other circumstances, the
Conversion Price will no longer be adjusted. The adjustment mechanism for the

Conversion Price is set out in the Board Letter.

Cash Alternative

With reference to the Board Letter, CHN Energy will act as the Cash Alternative
Providers of the Transaction. At the general meeting for consideration of the
Transaction of Pingzhuang Energy, any shareholder of Pingzhuang Energy who
had cast effective dissenting votes in respect of relevant resolutions and each of
the sub-resolutions to be voted separately regarding the plan for the Transaction
and relevant resolutions regarding the entering into of the Agreement on
Absorption and Merger through Share Swap, the Assets Disposal Agreement
and the Agreement on Purchase of Assets through Cash Payment and their
supplemental agreements is entitled to request Cash Alternative Providers to

purchase its shares in Pingzhuang Energy.

The Cash Alternative Providers will be determined and announced prior to the
convening of the general meeting for consideration of the Transaction. After the
purchase of shares of Pingzhuang Energy held by the dissenting shareholders
requested by the dissenting shareholders, such dissenting shareholders shall
not be entitled to claim the Cash Alternative against Pingzhuang Energy and/
or other shareholders who cast effective assenting votes in respect of relevant

resolutions of the plan for the Transaction.

The price for Cash Alternative of Dissenting Shareholders of Pingzhuang
Energy is the average price in the 20 trading days before the Pricing Benchmark
Date, i.e. RMB3.50 per share. If there occurs any ex-right or ex-dividend
event such as distribution of cash dividends, stock dividends, capital reserve
converted into share capital and allotment of shares in Pingzhuang Energy from
the Pricing Benchmark Date to the Cash Alternative Exercise Date (both days

inclusive), the price for Cash Alternative shall be adjusted accordingly.

Details of the protection mechanism for the Dissenting Shareholders of

Pingzhuang Energy are set out in the Board Letter.
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2.1.3 Issue Price and Conversion Ratio

Issue Price

The initial Issue Price of A Shares of the Company is RMB11.42 per Share.
On 28 May 2021, an annual general meeting was held by the Company, at
which, the annual profit distribution plan for the year 2020 was considered
and approved, pursuant to which, Shareholders whose names appear on the
register of members of the Company on 7 June 2021 will be paid cash dividend
of RMBO0.1176 (tax inclusive) per Share. With reference to the Board Letter,
according to the adjustment formula of the Issue Price, the Issue Price (being

rounded to two decimal places) is RMB11.30 per Share.

If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in the Company from the Pricing Benchmark Date to the
Share Swap Exercise Date (both days inclusive), the above Issue Price shall be
adjusted accordingly. Under other circumstances, the Issue Price will no longer
be adjusted. Details of the adjustment mechanism for the Issue Price is set out

in the Board Letter.

Conversion Ratio

With reference to the Board Letter, the calculation formula for Conversion Ratio
is: Conversion Ratio = Conversion Price of A Shares of Pingzhuang Energy
—~ Issue Price of A Shares of the Company (calculation results are rounded
to four decimal places). Conversion Ratio for the Merger is 1:0.3407, that is,
each A Share of Pingzhuang Energy held by the Conversion Shareholders of
Pingzhuang Energy can be converted for 0.3407 A Share to be issued by the
Company. The Conversion Ratio for the Absorption and Merger through Share
Swap will be adjusted based on the Issue Price after the profit distribution of

the Company.

From the Pricing Benchmark Date to the Share Swap Exercise Date (both days
inclusive), unless there occurs any ex-right or ex-dividend event such as cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in either of the Merger Parties or the circumstances that the
Issue Price or the Conversion Price shall be adjusted according to the relevant
laws, regulations and the requirements of regulatory authorities, the Conversion

Ratio shall not be adjusted under any other circumstances.
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As at the Latest Practicable Date, the total share capital of Pingzhuang Energy
is 1,014,306,324 shares. Assuming that all shareholders of Pingzhuang Energy
participate in the Share Swap, based on the Conversion Ratio, the total number
of A Shares to be issued by the Company for the Merger is 345,574,165 shares.

If there occurs any ex-right or ex-dividend event such as distribution of cash
dividends, stock dividends, capital reserve converted into share capital and
allotment of shares in either of the Merger Parties from the Pricing Benchmark
Date to the date of the Share Swap (both days inclusive), the above number of

shares to be issued under the Share Swap shall be adjusted accordingly.

2.1.4 Analysis on the Conversion Price, the Issue Price and the Cash Alternative

Trading price of Pingzhuang Energy shares

The Conversion Price of RMB3.85 per share represents:

@) a discount of approximately 34.08% to the closing price of RMB5.84
per Pingzhuang Energy share as quoted on the SZSE as at the Latest

Practicable Date;

(i1) a premium of approximately 6.51% over the closing price of RMB3.61
per Pingzhuang Energy share as quoted on the SZSE on 31 December
2020 (being the last trading date prior to the date of the Agreement on
Absorption and Merger through Share Swap);

(iii) a premium of approximately 7.46% over the average closing price of
RMB3.58 per Pingzhuang Energy share as quoted on the SZSE for the
five (5) consecutive trading days prior to the date of the Agreement on

Absorption and Merger through Share Swap; and

(iv) a premium of 10% over the average closing price of RMB3.50 per
Pingzhuang Energy share as quoted on the SZSE for the twenty
(20) consecutive trading days prior to the date of the Agreement on

Absorption and Merger through Share Swap.
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In order to assess the fairness and reasonableness of the Conversion Price,
we reviewed the daily closing price of Pingzhuang Energy shares as quoted
on the SZSE from 16 January 2020 up to and including 15 January 2021 (the
“Pingzhuang Energy Shares Review Period”), being a period of one year
prior to the date of the Agreement on Absorption and Merger through Share
Swap, which is commonly adopted for analysis and the duration of such
period (the number of trading days) is sufficient for us to perform a thorough
analysis on the historical share price of Pingzhuang Energy. The comparison
of daily closing price of Pingzhuang Energy shares and the Conversion Price is

illustrated as follows:

Historical daily closing price per Pingzhuang Energy share
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e (Closing price per Pingzhuang Energy share — — — Conversion Price

Price for Cash Alternative

Source: The cninfo website

Note: Trading in Pingzhuang Energy’s shares was halted with effect from 30 April
2020 and resumed on 6 May 2020, and halted with effect from 4 January 2021
and resumed on 18 January 2021 during the Pingzhuang Energy Shares Review
Period.

During the Pingzhuang Energy Shares Review Period, the highest and lowest
closing prices of the Pingzhuang Energy’s shares as quoted on the SZSE were
RMB3.80 recorded on 19 November 2020 and RMB2.04 recorded on 6 May
2020 respectively.
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The Conversion Price of RMB3.85 per share is higher than the closing prices
of Pingzhuang Energy shares during the entire Pingzhuang Energy Shares
Review Period; while the price for Cash Alternative of RMB3.50 per share
is within the range of closing prices of Pingzhuang Energy shares during the
Pingzhuang Energy Shares Review Period. With reference to the Board Letter,
(i) the Conversion Price of RMB3.85 per share is based on the average price of
RMB3.50 per share in the 20 trading days prior to the Pricing Benchmark Date,
with a 10% premium rate (the “Reference Date Premium”); (ii) and the price
for the Cash Alternative of RMB3.50 per share is based on the average price in
the 20 trading days before the Pricing Benchmark Date.

Having considered the time and procedures required for listing of the A Shares
by the Company, we understood from the Management that the Reference
Date Premium compensates for the risks and uncertainties to be borne by the
Conversion Shareholders of Pingzhuang Energy before the listing of the A
Shares by the Company.

Trading price of the Company shares

The Issue Price of RMB11.30 (equivalent to HK$13.56 based on the RMB:HK$

exchange rate of 1:1.1996) represents:

(1) a premium of approximately 2.26% to the closing price of HK$13.26 per
Company Share as quoted on the Hong Kong Stock Exchange as at the
Latest Practicable Date;

(i1)  a premium of approximately 31.40% to the closing price of the Company
Shares of HK$10.32 on 15 January 2021, being the date of the Agreement
on Absorption and Merger through Share Swap;

(iii) a premium of approximately 24.04% over the average closing price
of HK$10.93 per Company Share as quoted on the Hong Kong Stock
Exchange for the five (5) consecutive trading days prior to the date of the

Agreement on Absorption and Merger through Share Swap; and

(iv) a premium of approximately 53.38% over the average closing price
of HK$8.84 per Company Share as quoted on the Hong Kong Stock
Exchange for the twenty (20) consecutive trading days prior to the date

of the Agreement on Absorption and Merger through Share Swap.
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In order to assess the fairness and reasonableness of the Issue Price, we
reviewed the daily closing price of the Company Shares as quoted on the Hong
Kong Stock Exchange from 16 January 2020 up to and including 15 January
2021 (the “Company Shares Review Period”), being a period of one year
prior to the date of the Agreement on Absorption and Merger through Share
Swap, which is commonly adopted for analysis and the duration of such period
(the number of trading days) is sufficient for us to perform a thorough analysis
on the historical share price of the Company. The comparison of daily closing

price of the Company Shares and the Issue Price is illustrated as follows:
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Source: the Hong Kong Stock Exchange’s website

Note: The Issue Price is based on RMB:HK$ exchange rate of 1:1.1996.

During the Company Shares Review Period, the highest and lowest closing
prices of the Company Shares as quoted on the Hong Kong Stock Exchange
were HK$11.60 recorded on 13 January 2021 and HK$3.47 recorded on 23
March 2020 respectively.

The Issue Price is higher than the closing prices of the Company Shares
during the entire Company Shares Review Period. The Issue Price represents
(i) premium of approximately 31.40% to the closing price of the Company
shares of HK$10.32 on 15 January 2021, being the date of the Agreement on
Absorption and Merger through Share Swap; and (ii) premium of approximately
16.90% to the highest closing price of Company shares of HK$11.60 during the

Company Shares Review Period.
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Trading multiples analysis of the Conversion Price

We noted that (i) trading multiples analysis of price to earnings ratio (“PER”)
and price to book ratio (“PBR”) are commonly adopted valuation methods in
the market; (ii) PER reflects the company’s share price to its earning per share,
which implies the company’s profitability for each dollar invested; and (iii)
PBR reflects the valuation of the assets held by the company by the market, as
such, we are of the view that the use of PER and PBR for the purpose of trading
multiples analysis are reasonable and do not deviate from common market

practice.

As illustrated in the section above, Pingzhuang Energy recorded net loss
attributable to the shareholders of the company for each of FY2019 and
FY2020. Given that Pingzhuang Energy had been loss making for FY2019 and
FY2020, we consider the PER analysis to be inapplicable. For this reason, in
order to further assess the fairness and reasonableness of the Conversion Price,
we performed the trading multiples analysis below which includes the PBR; and

the price to sales ratio (“PSR”) instead.

We searched for A Shares listed companies on the SZSE and the Shanghai
Stock Exchange which have similar lines of business as Pingzhuang Energy (i.e.
deriving more than 50% of revenue from the production and sale of thermal
coal) (the “Conversion Price Comparable Companies™). To the best of our
knowledge and as far as we are aware of, we found 9 companies which met the

said criteria and they are exhaustive.

Company name
(Stock Code) Principal business PSR PBR
(note 1) (note 2)

Gansu Jingyuan Coal Industry Mining and sale of coal 1.58 0.81
and Electricity Power Co.,
Ltd (000552.SZ)

Zhengzhou Coal Industry and Production and sale of coal, 2.33 3.42
Electric Power Co., Ltd. generation of electricity
(600121.SH) and sale of coal-related
material and equipment
Henan Dayou Energy Co., Mining, processing and 1.73 1.36
Ltd. (600403.SH) distribution of coal
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Company name
(Stock Code) Principal business PSR PBR
(note 1) (note 2)

Shanghai Datun Energy Mining, processing and 0.87 0.64
Resources Co., Ltd. sale of coal, railway
(600508.SH) transportation, coal-fired

electricity generation,
processing and sale of

aluminium and aluminium

alloy
Jinneng Holding Shanxi Coal Production and sale of coal 0.79 1.22
Industry Co., Ltd.
(601001.SH)
China Shenhua Energy Production and sales of coal 1.54 1.04
Company Limited and power, railway, port

(1088.HK & 601088.SH) and shipping transportation

as well as coal-to-olefins

businesses
Beijing Haohua Energy Production and sale of coal 0.82 0.67
Resource Co., Ltd. and methanol, and railway
(601101.SH) transportation
Shaanxi Coal Industry Mining, transportation and 1.46 1.60
Company Limited sale of coal and provision
(601225.SH) of production services
China Coal Xinji Energy Co., Coal mining and coal-fired 0.78 1.10
Ltd (601918.SH) electricity generation
projects: sale of coal and
electricity
Maximum 2.33 3.42
Minimum 0.78 0.64
Average 1.32 1.32
The Merger (based on the Conversion Price) (note 3) 1.81 1.08
The Merger (based on the Cash Alternative) (note 4) 1.65 0.98
Source: The cninfo website
Notes:
1. The PSRs of the Conversion Price Comparable Companies were calculated

based on their respective then latest published audited revenue for the year, their
respective closing prices as quoted on SZSE/the Shanghai Stock Exchange and
total issued shares as at the date of Agreement on Absorption and Merger through
Share Swap.
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2. The PBRs of the Conversion Price Comparable Companies were calculated
based on their respective then latest published net assets value attributable
to the shareholders, their respective closing prices as quoted on SZSE/the
Shanghai Stock Exchange and total issued shares as at the date of Agreement on
Absorption and Merger through Share Swap.

3. The implied PSR is based on the Conversion Price, the then latest published
audited revenue for the year of Pingzhuang Energy and total issued shares of
Pingzhuang Energy as at the date of Agreement on Absorption and Merger
through Share Swap; and the implied PBR is based on the Conversion Price,
the then latest published net assets value attributable to the Pingzhuang Energy
shareholders and total issued shares of Pingzhuang Energy as at the date of
Agreement on Absorption and Merger through Share Swap.

4. The implied PSR is based on the price of Cash Alternative, the then latest
published revenue for the year of Pingzhuang Energy and total issued shares
of Pingzhuang Energy as at the date of Agreement on Absorption and Merger
through Share Swap; while the implied PBR is based on the price of Cash
Alternative, the unaudited net assets value attributable to the Pingzhuang Energy
shareholders and total issued shares of Pingzhuang Energy as at the date of
Agreement on Absorption and Merger through Share Swap.

From the table above, the PSRs of the Conversion Price Comparable Companies
ranged from approximately 0.78 times to 2.33 times, with an average of
approximately 1.32 times; while PBRs of the Conversion Price Comparable
Companies ranged from approximately 0.64 times to 3.42 times, with an

average of approximately 1.32 times.

The implied PSR of the Merger (based on the Conversion Price) is within the
PSR range of the Conversion Price Comparable Companies, and is higher than
the average PSR of the Conversion Price Comparable Companies. The implied
PBR of the Merger (based on the Conversion Price) is within the PBR range
of the Conversion Price Comparable Companies, and is lower than the average
PBR of the Conversion Price Comparable Companies. We are of the view that
the Conversion Price is not over-priced as compared to the Conversion Price

Comparable Companies from PSR/PBR perspective.

The implied PSR of the Merger (based on the Cash Alternative) is within the
PSR range of the Conversion Price Comparable Companies, and is higher than
the average PSR of the Conversion Price Comparable Companies. The implied
PBR of the Merger (based on the Cash Alternative) is within the PBR range of
the Conversion Price Comparable Companies, and is lower than the average
PBR of the Conversion Price Comparable Companies. We are of the view that
the Cash Alternative is not over-priced as compared to the Conversion Price

Comparable Companies from PSR/PBR perspective.
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Trading multiples analysis of the Issue Price

As mentioned above, trading multiples analysis of PER and PBR is a commonly

adopted valuation method in the market. For this reason, in order to further

assess the fairness and reasonableness of the Issue Price, we performed the

trading multiples analysis below which includes the PER and PBR.

In performing our PER and PBR analysis, we searched for A Shares listed

companies on the SZSE and the Shanghai Stock Exchange which have similar

lines of business as the Company (deriving more than 50% of revenue from the

wind power business) (the “Issue Price Comparable Companies™). To the best

of our knowledge and as far as we are aware of, we found 5 companies which

met the said criteria and they are exhaustive.

Company name
(Stock Code)

Ning Xia Yin Xing Energy
Co., Ltd (000862.SZ)
Zhongmin Energy Co., Ltd.

(600163.SH)

CECEP Wind-Power
Corporation (601016.SH)

Ningxia Jiaze Renewables
Corporation Limited
(601619.SH)

Jiangsu New Energy
Development Co., Ltd.
(603693.SH)

Principal business PER
(note 1)
Generation of wind power 94.95

and photovoltaic electricity
Investment, development 41.97
and operate in wind power
and photovoltaic power
generation
Develops and constructs wind ~ 30.48
power projects
Research and development, 22.00
construction, operate in and
management of wind power
and photovoltaic generation
Investment, construction and 28.79
operation of new energy
project, including wind
power, biomass power
and photovoltaic power

generation
Maximum 94.95
Minimum 22.00
Average 43.64
The issue of A Shares by the Company (note 3) 21.00

Source: The cninfo website
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(note 2)

1.04

1.90

1.83

1.76

1.51

1.90
1.04
1.61
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Notes:

1. The PERs of the Issue Price Comparable Companies were calculated based
on their respective then latest published audited profit attributable to the
shareholders for the year, their respective closing prices as quoted on SZSE/the
Shanghai Stock Exchange and total issued shares as at the date of Agreement on
Absorption and Merger through Share Swap.

2. The PBRs of the Issue Comparable Companies were calculated based on their
respective then latest published net assets value attributable to the shareholders,
their respective closing prices as quoted on SZSE/the Shanghai Stock Exchange
and total issued shares as at the date of Agreement on Absorption and Merger
through Share Swap.

3. The implied PER is based on the Issue Price, the then latest published audited
profit attributable to the Shareholders for the year and total issued Shares as
at the date of Agreement on Absorption and Merger through Share Swap; and
the implied PBR is based on the Issue Price, the then latest published net assets
value attributable to the Shareholders and total issued Shares as at the date of
Agreement on Absorption and Merger through Share Swap.

From the table above, the PERs of the Issue Price Comparable Companies
ranged from approximately 22.00 times to 94.95 times, with an average
of approximately 43.64 times; while PBRs of the Issue Price Comparable
Companies ranged from approximately 1.04 times to 1.90 times, with an

average of approximately 1.61 times.

According to the table above, despite that the range of PERs of the Issue
Price Comparable Companies was wide, the PERs of most of the Issue Price

Comparable were close to the lower limit of the PERs range.

The implied PER of the issue of A Shares by the Company (based on the Issue
Price) is slightly lower than the PER range of the Issue Price Comparable
Companies. The implied PBR of the issue of A Shares by the Company (based
on the Issue Price) is within the PBR range of the Issue Price Comparable
Companies and is higher than the average PBR of the Issue Price Comparable

Companies.

Our View

Having considered that (i) the Conversion Price of RMB3.85 per share is
based on the average price of RMB3.50 per share in the 20 trading days before
the Pricing Benchmark Date, with a 10% Reference Date Premium (which
compensates for the risks and uncertainties to be borne by the Pingzhuang
Energy Conversion Shareholders before the listing of the A Shares by the
Company); and (ii) the Conversion Price is not over-priced as compared to the
Conversion Price Comparable Companies from PSR/PBR perspective, we are of

the view that the Conversion Price is fair and reasonable.
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Having considered that (i) the price for Cash Alternative is within the range

of closing prices of the Pingzhuang Energy shares during the Pingzhuang

Energy Shares Review Period; and (ii) the Cash Alternative is not over-priced

as compared to the Conversion Price Comparable Companies from PSR/PBR

perspective, we are of the view that the price for Cash Alternative is fair and

reasonable.

Having considered that:

(1)

(i1)

(iii)

the Issue Price is higher than the closing prices of the Company Shares
as quoted on the Hong Kong Stock Exchange during the entire Company
Shares Review Period;

the Issue Price being within the PBR range of the Issue Price Comparable
Companies indicated that it is not under-priced as compared to the Issue

Price Comparable Companies from PBR perspective; and

despite that the implied PER of the issue of A Shares by the Company
(based on the Issue Price) is slightly lower than the PER range of the
Issue Price Comparable Companies, we consider that the Issue Price
being slightly lower than the PER range of the Issue price is acceptable
after taking into account that (i) the implied PER of the issue of A Shares
by the Company (based on the Issue Price) of approximately 21.00
times is not deviated from PER the range of the Issue Price Comparable
Companies which has a low end of approximately 22.00 times; and (ii)
the Issue Price of RMB11.30 (equivalent to approximately HK$13.56) is
higher than the closing prices of the Company Shares during the entire
Company Shares Review Period,

we are of the view that the Issue Price is fair and reasonable.
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2.1.5 Protection Mechanism for the Dissenting Shareholders of Longyuan Power

The Company will entitle the Dissenting Shareholders of Longyuan Power
the Put Option. CHN Energy is the Put Option Provider in the Transaction.
At the general meeting and corresponding shareholders’ class meetings for
consideration of the Transaction of the Company, any shareholder of the
Company who had cast effective dissenting votes in respect of relevant
resolutions and each of the sub-resolutions to be voted separately regarding the
plan for the Transaction and relevant resolutions regarding the entering into
of the Agreements and supplemental agreements relating to the Transaction
is entitled to request the Put Option Providers to purchase its shares in the

Company at a fair price.

The Put Option Providers will be determined and announced prior to the
convening of the general meeting for consideration of the Transaction. After the
purchase of shares of the Company held by the dissenting shareholders at a fair
price as requested by the dissenting shareholders, such dissenting shareholders
shall not be entitled to claim the Put Option against the Company and/or
other shareholders who cast effective assenting votes in respect of relevant

resolutions of the plan for the Transaction.

The Dissenting Shareholders of Longyuan Power who exercise their Put Option
may receive a cash consideration to be paid by the Put Option Providers at the
price of the Put Option for each share of the Company that they have validly
declared on the Put Option Exercise Date, and transfer the corresponding shares
to the Put Option Providers. The Put Option Providers shall be assigned all the
shares of the Company in respect of which the Dissenting Shareholders of the
Company exercise their Put Option on the Put Option Exercise Date and pay

cash consideration accordingly.

The detailed arrangements for the Put Option (including but not limited to the
Put Option Exercise Date, the declaration, settlement and closing of the Put
Option, etc.) will be determined by the Company and the Put Option Providers
after negotiation and will be disclosed in accordance with the requirements of

the laws, regulations and the Hong Kong Stock Exchange in a timely manner.

Details of the protection mechanism for Dissenting Shareholders of Longyuan

Power are set out in the Board Letter.
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Given that the Put Option provides an exit alternative for Dissenting

Shareholders of Longyuan Power, we are of the view that the aforesaid Put

Option would safeguard the interest of the Dissenting Shareholders of Longyuan

Power.

2.1.6 Lock-up period arrangement

With reference to the Board Letter, CHN Energy, the controlling shareholder of

the Company, undertake that:

(1

()

3)

4)

Within 36 months from the date when the A Shares of the Company are
listed and traded, CHN Energy shall not transfer or entrust to others to
manage the issued shares of the Company directly or indirectly held by
CHN Energy prior to the Absorption and Merger through Share Swap
(excluding H Shares), nor shall the Company repurchase such shares.
Within six months after the listing of A Shares of the Company, if the
closing prices of A Shares of the Company for 20 consecutive trading
days are lower than the Issue Price, or the closing price at the end of
six months after the listing is lower than the Issue Price, CHN Energy
undertakes that the lock-up period of the shares of the Company held by
CHN Energy shall be automatically extended for six months.

If relevant laws, regulations and regulatory documents or securities
regulatory authorities such as CSRC have other requirements on the
lock-up period of shares, CHN Energy agrees to adjust the lock-up period
of the shares of the Company (excluding H Shares) held by CHN Energy

accordingly.

CHN Energy undertakes to assume and compensate all losses caused
to the Company and its controlled entities due to violation of the above

undertakings or relevant laws, regulations and regulatory documents.

If any of the following circumstances occurs after one year from the
date of listing of the A Shares of the Company, the above article 1 of the
undertaking may be waived to comply with upon the application of CHN
Energy and with the consent of the SZSE: (i) both parties have actual
control relationship or are under the control of the same controller; (ii)

such other circumstances as determined by the SZSE.
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With reference to the Board Letter, Northeast Electric Power (a wholly-owned

subsidiary of CHN Energy), the shareholder of the Company, undertake that:

(1)

()

3)

4)

Within 36 months from the date on which the A Shares of the Company
are listed and traded, Northeast Electric Power shall not transfer or
entrust to others to manage the issued shares of the Company directly
or indirectly held by Northeast Electric Power prior to the Absorption
and Merger through Share Swap (excluding H Shares), nor shall the
Company repurchase such shares. Within six months after the listing
of A Shares of the Company, if the closing prices of A Shares of the
Company for 20 consecutive trading days are lower than the Issue Price,
or the closing price at the end of six months after the listing is lower than
the Issue Price, Northeast Electric Power undertakes that the lock-up
period of the shares of the Company held by Northeast Electric Power

shall be automatically extended for six months.

If relevant laws, regulations and regulatory documents or other securities
regulatory authorities such as CSRC have other requirements on the
lock-up period of shares, Northeast Electric Power agrees to adjust the
lock-up period of the shares of the Company (excluding H Shares) held

by Northeast Electric Power accordingly.

Northeast Electric Power undertakes to assume and compensate for all
losses caused to the Company and its controlled entities due to violation
of the above undertakings or relevant laws, regulations and regulatory

documents.

If any of the following circumstances occurs after one year from the
date of listing of the A Shares of the Company, the above article 1 of
the undertakings may be waived to comply with upon the application
of Northeast Electric Power and with the consent of the SZSE: (i) there
are actual control relationship between the parties or they are under the
common control of a same controller; (ii) such other circumstances as
determined by the SZSE.
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With reference to the Board Letter, Pingzhuang Coal Group, the controlling

shareholder of Pingzhuang Energy, undertakes that;

(1)

()

3)

4)

Within 36 months from the date when the A Shares of the Company are
listed and traded, Pingzhuang Coal Group shall not transfer or entrust to
others to manage the shares of the Company held by Pingzhuang Coal
Group due to the Absorption and Merger through Share Swap, nor shall
the Company repurchase such shares. Within six months after the listing
of A Shares of the Company, if the closing prices of A Shares of the
Company for 20 consecutive trading days are lower than the Issue Price,
or the closing price at the end of six months after the listing is lower
than the Issue Price, Pingzhuang Coal Group undertakes that the lock-up
period of the shares of the Company held by Pingzhuang Coal Group
shall be automatically extended for six months.

If relevant laws, regulations and regulatory documents or securities
regulatory authorities such as CSRC have other requirements on the
lock-up period of shares, Pingzhuang Coal Group agrees to adjust the
lock-up period of the shares of the Company (excluding H Shares) held
by Pingzhuang Coal Group accordingly.

Pingzhuang Coal Group undertakes to assume and compensate all losses
caused to the Company and its controlled entities due to violation of
the above undertakings or relevant laws, regulations and regulatory

documents.

If any of the following circumstances occurs after one year from the
date of listing of the A Shares of the Company, the above article 1 of
the undertakings may be waived to comply with upon the application
of Pingzhuang Coal Group and with the consent of the SZSE: (i) both
parties have actual control relationship or are under the control of the
same controller; (ii) such other circumstances as determined by the
SZSE.

According to KTRIIFEFR2E 5 i i b BLAI) (Rules Governing the Listing
of Shares on SZSE*) (the “SZSE Listing Rules”), controlling shareholders

and ultimate beneficial owners of listing applicant (who is applying for the

initial public offering of its shares) should undertake not to transfer or entrust

to others to manage the shares such shareholder directly or indirectly holds,

nor shall the listing applicant repurchases the shares such shareholder directly

or indirectly holds within 36 months from date when the A shares of the listing

applicant having been listed and traded. The lock-up period arrangement is in

compliance with relevant provisions of the SZSE Listing Rules for the listing of
the Company’s A Shares on SZSE.
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Having considered that (i) the duration of the lock-up period covers a period
of 36 months, subject to adjustment and/or extension; (ii) CHN Energy and
Northeast Electric Power undertake to assume and compensate for all losses
caused to the Company and its controlled entities due to violation of the lock-
up undertakings or relevant laws and regulations; and (iii) the lock-up period
arrangement is in compliance with relevant provisions of the SZSE Listing
Rules for the listing of the Company’s A Shares on SZSE, we are of the view
that the said lock-up period arrangement is in the interests of the Company and
the Shareholders.

2.2  The Disposal

2.2.1

222

Overview

On 15 January 2021, the Company entered into the Assets Disposal Agreement
for the material assets disposal. The seller of the Assets Disposal is Pingzhuang
Energy, and the purchaser is Pingzhuang Coal Group. The receiving party of
the cash consideration of the Assets to be Disposed of is the Company, the

Surviving Company after the Merger.

With reference to the Board Letter, taking the appraisal results of the Assets
to be Disposed of, as agreed among the parties involved in the Transaction of
the Assets Disposal, the transaction price for the Assets to be Disposed of is
RMB3,436,725,600, details of which are as follows:

Appraisal Transaction
Assets to be Disposed of Value Price
(RMB) (RMB)
1 All assets and liabilities of Pingzhuang
Energy other than deferred income
tax assets, taxes payable and deferred
revenue 3,436,725,600  3,436,725,600

Valuation of the Assets to be Disposed of (the “Disposal Valuation”)

According to the valuation report, the appraisal value of the Assets to be
Disposed of as at the Valuation Benchmark Date was RMB3,436,725,600.
The transaction price for the Assets to be Disposed of equals to their appraisal

value.
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For our due diligence purpose, we reviewed and enquired into (i) the terms
of engagement of Zhong Ming Appraisal with Pingzhuang Energy; (ii) Zhong
Ming Appraisal’s qualification and experience in relation to the preparation
of the valuation report; and (iii) the steps and due diligence measures taken
by Zhong Ming Appraisal for conducting the Disposal Valuation. From
the mandate letter and other relevant information provided by Zhong Ming
Appraisal and based on our interview with them, we are satisfied with the terms
of engagement of Zhong Ming Appraisal as well as their qualification and
experience for preparation of the valuation report. Zhong Ming Appraisal also
confirmed that they are independent to the Group, the Pingzhuang Coal Group
and Pingzhuang Energy.

We also reviewed the valuation report and enquired into Zhong Ming Appraisal
on the methodology adopted and the basis and assumptions adopted in arriving
at the Disposal Valuation in order for us to understand the valuation report.
Details of the assumptions are set out in the section headed “IX. Valuation
Assumptions” of the summary of valuation report as contained in Appendix III
to the Circular. We noted from the valuation report that the valuation report was
prepared by Zhong Ming Appraisal in accordance with various requirements/
standards, including (& 7 544 5 A #EHI) (Asset Evaluation Standards — Basic
Standards*) as issued by the Ministry of Finance of the PRC. According to the
CEE RN FEAMER]) (Asset Evaluation Standards — Basic Standards*), (i) the
fundamental valuation approaches of assets valuation include income approach,
market approach and asset-based approach, and (ii) the valuer should analyse
the applicability of the three fundamental valuation approaches and select the

valuation methodology.

In preparing the valuation report, Zhong Ming Appraisal selected the asset-based
approach to arrive at the Disposal Valuation. With reference to the valuation
report and as confirmed by Zhong Ming Appraisal, Zhong Ming Appraisal
considered each of the fundamental valuation approaches and is of the view
that:

) Pingzhuang Energy was in loss position and recorded net operating cash
outflow in recent years, and there was no evident sign of recovering
for the operating conditions. Zhong Ming Appraisal was unable to
reasonably estimate the future profitability and development trend of the
company, and reasonably quantify the future income and risk. As such,
the income approach was not applicable.

For our due diligence purpose, we reviewed Pingzhuang Energy’s 2020
Annual Report and noted that for FY2020, Pingzhuang Energy recorded
(1) net loss attributable to shareholders of the company of approximately
RMB760.63 million (FY2019: RMB78.0 million); (ii) net operating
cash outflow of approximately RMB147.7 million (FY2019: RMB221.7
million);
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(i1))  The assets and liabilities as contained in Pingzhuang Energy’s balance
sheet as at the Valuation Benchmark Date were identifiable. Zhong Ming
Appraisal could obtain necessary information to perform due diligence
and assessment on Pingzhuang Energy’s assets and liabilities. Therefore,

the Disposal Valuation meets the requirements for asset-based approach.

For our due diligence purpose, we reviewed Pingzhuang Energy’s 2020
Annual Report and noted that Pingzhuang Energy’s auditor issued
standard unqualified opinion on the financial statements of Pingzhuang
Energy for FY2020; and

(iii) It is difficult to quantify and adjust for the comparability of comparable
listed companies and transaction cases with Pingzhuang Energy, and it
is difficult to find sufficient number of similar/same type of comparable
transaction cases. As such, market approach was not applicable in the

Disposal Valuation.

For our due diligence purpose, we also searched through internet to
identify similar transaction cases with Pingzhuang Energy. However, we
could not find sufficient disposal cases with target company similar to

Assets to be Disposal of during recent one year.

As confirmed by Zhong Ming Appraisal, the asset-based approach is one of the
commonly adopted approaches for valuation of companies and is also consistent

with normal market practice.

Having considered that (i) the valuation report was prepared by Zhong Ming
Appraisal in accordance with various requirements/standards; (ii) Zhong Ming
Appraisal also considered the income approach and market approach before
concluding the use of asset-based approach; and (iii) the aforesaid reasons for
not adopting market approach and income approach, we concur with Zhong
Ming Appraisal on the adoption of asset-based approach and did not consider

other approaches to assess the Disposal Valuation.

Under asset-based approach, Zhong Ming Appraisal categorised the Assets to be
Disposed of into (1) current assets; (2) fixed assets; (3) construction in process;
(4) intangible assets; (5) development expenditure; (6) long-term deferred

expenses; (7) current liabilities; and (8) non-current liabilities.
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The intangible assets of the Assets to be Disposed of involves four mining
rights, including Fengshuigou mining rights, Laogongyingzi mining rights,
Liujia mining rights and Xilutian mining rights. The mining rights included in
the valuation scope of the Assets to be Disposed of were appraised by China
United Appraisal. The appraisal values of RMB431,998,500 in aggregate (the
“Mining Rights Valuation”) were concluded by China United Appraisal using

income approach.

For our due diligence purpose, we reviewed and enquired into (i) the terms of
engagement of China United Appraisal with Pingzhuang Energy; (ii) China
United Appraisal’s qualification and experience in relation to the preparation of
the valuation reports of the mining rights; and (iii) the steps and due diligence
measures taken by China United Appraisal for conducting the Mining Rights
Valuation. From the mandate letter and other relevant information provided
by China United Appraisal and based on our interview with them, we are
satisfied with the terms of engagement of China United Appraisal as well
as their qualification and experience for preparation of the valuation report.
China United Appraisal also confirmed that they are independent to the Group,
Pingzhuang Coal Group and Pingzhuang Energy.

As further confirmed by China United Appraisal, the approach for the Mining
Rights Valuation is in compliance with relevant PRC regulations and coal

industry’s market practice.

As China United Appraisal adopted the income approach for the Mining Rights
Valuation, in such case, it is stipulated under Rule 14.62 of the Listing Rules
that the Company is required to obtain (i) a letter from its auditors or reporting
accountants confirming that they have reviewed the accounting policies and
calculations for the forecast and containing their report; and (ii) a report from
its financial advisers confirming that they are satisfied that the forecasts in such
valuations have been made by the directors after due and careful enquiry, if no
financial advisers have been appointed in connection with the transaction, the
Company must provide a letter from the Board confirming they have made the
forecast after due and careful enquiry. We consider that the above stipulation
of the Listing Rules could safeguard the interest of the Shareholders and we
noted that the Company has complied with the said requirements (see Appendix
IV and Appendix V to the Circular).
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According to the valuation report, the book value of the net assets of the Assets
to be Disposed of is approximately RMB2,997.6 million as at the Valuation
Benchmark Date, and the appraisal value is approximately RMB3,436.7 million,
representing an appreciation of approximately RMB439.1 million. As such, for
our due diligence purpose, we obtained the valuation breakdown of each type
of assets and liabilities as categorised by Zhong Ming Appraisal and noted such

appreciation was mainly attributed to:

@) an appreciation in fixed assets of approximately RMB527.4 million,
mainly due to (a) the construction/acquisition of the relevant assets were
completed in an early age and the reconstruction/replacement costs of
these assets have increased substantially since then; and (b) majority of
the fixed assets have been fully depreciated for accounting purposes,

whereas such assets are still in use and have economic value;

Upon our request, we obtained a detailed breakdown of the fixed assets as
at the Valuation Benchmark Date and noted that over 70% appreciation
in fixed assets was due to the appreciation in buildings and machinery
equipment. We also obtained lists showing all buildings and machinery
equipment under the scope of valuation. We also noted that the book
values of certain fixed assets (construction or acquisition of which were

completed long ago) were nil.

In addition, we obtained the full replacement price and integrated
newness rate of the buildings and machinery equipment. According to
the Disposal Valuation report, the full replacement prices of buildings
were determined by cost approach and the newness rates of buildings
were calculated and determined based on the economic durability of the
buildings, serviced life and remaining service life. We also obtained
illustrations for three individual buildings and structures with all figures
which Zhong Ming Appraisal adopted for the valuation of such individual
buildings and structures. According to the formular as set out in the
Disposal Valuation report (i.e. Reconstruction cost (replacement cost)
= construction and installation cost (excluding tax) + upfront and other
expenses (including tax) + cost of capital-upfront deductible value-added
taxes), our calculated reconstruction cost of such individual buildings
and structures were in line with the reconstruction cost of such individual

buildings and structures as appraised by Zhong Ming Appraisal.
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(i1)

(iii)

We also calculated the appraisal value of the individual buildings and
machinery equipment (based on the full replacement price multiply by
the integrated newness rate) and noted that our calculated value is in
line with the value of such fixed assets as appraised by Zhong Ming
Appraisal. Having considered that (i) majority of the fixed assets have
been fully depreciated for accounting purposes, whereas such assets
are still in use and have economic value; (ii) the appraisal value of
the individual buildings and machinery equipment equals to the full
replacement price times integrated newness rate; and (iii) over 70%
appreciation in fixed assets was due to the appreciation in buildings and
machinery equipment, we consider the reasons for the appreciation and

the results of appraisal value to be acceptable;

an appreciation in mining rights of approximately RMB75.9 million,
which is concluded by China United Appraisal as aforementioned. As
mentioned above, China United Appraisal adopted the income approach
for the Mining Rights Valuation. Based on our research, we noted that
income approach was widely adopted in the valuation of mining rights.
In addition, we understood that (i) the projected income in respect of the
mining rights was calculated by the remaining of coal reserve, annual
production volume and estimated coal price (which was calculated based
on historical average coal price); (ii) total production costs in normal
production years included, among other things, mine environment
restoration treatment costs; and (iii) discount rate was calculated by risk
free rate (which is in line with the risk free rate as analysed in section
headed “2.3.2 Valuation of the Assets to be Purchased” below) and
return on risk (which comprised risk return rate in the exploration and
development stage, industry risk return rate, financial operation risk
return rate and individual risk return rate). Upon our request, we also
obtained the aforementioned figures. Having considered that the Mining
Rights Valuation was calculated by the sum of present value of net cash
flow (i.e. projected cash inflow — projected cash outflow), we do not
doubt the reasonableness of the assumptions and basis in the Mining

Rights Valuation.

The appreciation in mining rights was calculated by the appraisal value

minus the book value of the mining rights;
an appreciation in current liabilities of approximately RMB254.5 million,

mainly due to the outstanding payment of income from transfer of mining

rights.
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We understood from China United Appraisal that Pingzhuang Energy
entered (/A 52 H G R BB RE L SEA W (GBI 84)) (Inner
Mongolia Autonomous Region Mining Right Assignment Contract
(Income Transfer Payment)*) with A5 B 1% A 8 & I BE(Natural
Resources Department of Inner Mongolia Autonomous Region*) in
January 2021, pursuant to which approximately RMB298.0 million
is payable in 13 instalments. The appreciation in current liabilities of
approximately RMB254.5 million represented the present value of
RMB298.0 million. For our due diligence purpose, we obtained the
aforesaid contract and calculation for the present value for outstanding
payment of income from transfer of mining rights as at the Valuation

Benchmark Date; and

(iv) a depreciation in non-current liabilities of approximately RMB61.7
million, mainly due to the cash outflow in respect of the geological and
environmental restoration costs to be incurred in the future, that had
already been considered in the Mining Rights Valuation. As mentioned
in (ii) above, we noted geological and environmental restoration costs to
be incurred in the future was included in the calculation of the Mining
Rights Valuation. Accordingly, we consider the aforesaid depreciation to

be reasonable.

We noted from Zhong Ming Appraisal that, Zhong Ming Appraisal had (i)
conducted verification work (such as confirmation and random inspection) on
the assets and liabilities in relation to the Assets to be Disposed of; (ii) made
necessary due diligence on the operation and management status of the Assets
to be Disposed of; (iii) verified the scope of the assets and liabilities to be
included for valuation purpose; and (iv) verified the legal ownership of the assets
and liabilities included in the Assets to be Disposed of. During our discussion
with Zhong Ming Appraisal, we have not identified any major factor which

caused us to doubt the reasonableness of the assumption used in the valuation.

For further detailed terms of the Disposal, please refer to the sections headed
“1.1.2 Details of the Transaction of the Assets Disposal” of the Board Letter.

Having considered that the transaction price equals to the appraisal value, we

are of the opinion that the transaction consideration for the Disposal is fair and

reasonable.
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2.3

The Purchase

2.3.1 Overview

On 15 January 2021, the Company entered into the Agreement on Purchase of
Assets through Cash Payment for the Purchase through Cash. The purchaser
of the Purchase through Cash is the Company, and the sellers are the Other
Subsidiaries of CHN Energy, namely, Northeast Electric Power, Shaanxi
Electric Power, Guangxi Electric Power, Yunnan Electric Power, Gansu Electric

Power and North China Electric Power.

With reference to the Board Letter, based on the appraisal value of the Assets
to be Purchased and through friendly negotiations among the parties, it was
determined that the total transaction price for the Assets to be Purchased in the
Transaction is RMBS5,774 million.

The appraisal value and transaction prices of the Assets to be Purchased are set

out below:
Appraisal

Value for 100 % Transaction
Assets to be Purchased equity interests Price
(RMB’ million)  (RMB’ million)
1 100% equity interest in Northeast New Energy 794 794
2 100% equity interest in Dingbian New Energy 816 816
3 100% equity interest in Guangxi New Energy 986 986
4 100% equity interest in Yunnan New Energy 752 752
5 100% equity interest in Gansu New Energy 442 442
6 100% equity interest in Tianjin Jieneng 600 600

7 100% equity interest in Inner Mongolia New
Energy 791 791
8 100% equity interest in Shanxi Jieneng 593 593
Total 5,774 5,774
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2.3.2 Valuation of the Assets to be Purchased (the “Purchase Valuation”)

According to the valuation reports, the appraisal value of the Assets to be
Purchased as at the Valuation Benchmark Date was RMBS5,774 million. The

transaction price for the Assets to be Purchased equal to their appraisal value.

For our due diligence purpose, we reviewed and enquired into (i) the terms of
engagement of China United Appraisal with the Company; (ii) China United
Appraisal’s qualification and experience in relation to the preparation of the
valuation reports; and (iii) the steps and due diligence measures taken by China
United Appraisal for conducting the Purchase Valuation. From the mandate
letter and other relevant information provided by China United Appraisal and
based on our interview with them, we are satisfied with the terms of engagement
of China United Appraisal as well as their qualification and experience for
preparation of the valuation reports. China United Appraisal also confirmed that
they are independent to the Group, the sellers and subject companies concerned

of the Assets to be Purchased.

We also reviewed the valuation reports and enquired into China United
Appraisal on the methodology adopted and the basis and assumptions adopted
in arriving at the Purchase Valuation in order for us to understand the valuation
reports. Details of the assumptions are set out in the section headed “IX.
Valuation Assumptions” of the summary of valuation reports as contained
in Appendix II to the Circular. We noted from the valuation reports that the
valuation reports were prepared by China United Appraisal in accordance with
various requirements/standards, including & & 5FAl ¥E R — FEAMEA]) (Asset
Evaluation Standards — Basic Standards*) as issued by the Ministry of Finance
of the PRC. According to the (& #T Al HI — FEAUEH]) (Asset Evaluation
Standards — Basic Standards*), (i) the fundamental valuation approaches of
assets valuation include income approach, market approach and asset-based
approach, and (ii) the valuer should analyse the applicability of the three

fundamental valuation approaches and select the valuation methodology.
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In preparing the valuation reports, China United Appraisal selected the

discount cash flow method under the income approach to arrive at the Purchase

Valuation. With reference to the valuation reports and as confirmed by China

United Appraisal, China United Appraisal considered each of the fundamental

valuation approaches and we understood that:

(1)

(i1)

(iii)

There are insufficient number of comparable listed companies of similar
scale, and transaction cases information is not publicly available. It is
impossible to assess the valuation through trading multiples analysis. As

such, market approach was not used in the valuation.

For our due diligence purpose, we also searched through internet to
identify similar transaction cases with the Assets to be Purchased.
However, we could not find sufficient acquisition cases with target

company similar to Assets to be Purchased during recent one year;

The financial information of the Assets to be Purchased, data and
information of assets replacement costs was readily available. Therefore,

the Purchase Valuation meets the requirements for asset-based approach.

For our due diligence purpose, we obtained the financial statements of
the Assets to be Purchased and noted that the scope and the book value of
the assets and liabilities are consistent with those set out in the Purchase

Valuation; and

The subject companies have foreseeable operating ability and
profitability in the future period. Therefore, the valuation meets the

requirements for income approach.

For our due diligence purpose, we obtained the forecast operating income
and profit of the subject companies. We noted that a comfort letter was

issued by the Company’s financial adviser regarding profit forecast.

Given that the electricity generation amount and electricity price of the wind

power plants are generally certain, future income can be better estimated.

Despite that the asset-based approach can reflect the market value of the

equity interest from the asset replacement perspective, China United Appraisal

considered that the income approach can more fairly represent the equity

interest as at the Valuation Base Date than the asset-based approach.
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Having considered that (i) the valuation reports were prepared by China United
Appraisal in accordance with various requirements/standards; (ii) China United
Appraisal considered the fundamental valuation approaches before rejecting the
use of market approach; and (iii) the aforementioned rationale of China United
Appraisal in selecting income approach over asset-based approach despite both
approaches are applicable to the Purchase Valuation, we are of the view that the
adoption of income approach for the Purchase Valuation is fair and reasonable.
China United Appraisal also confirmed that the income approach is one of the
commonly adopted approaches for valuation of companies and is also consistent

with normal market practice.

Having considered that (i) the valuation reports were prepared by China United
Appraisal in accordance with various requirements/standards; (ii) China United
Appraisal also considered the market approach and asset-based approach before
concluding the use of income approach; and (iii) the aforesaid reasons for not
adopting market approach and asset-based approach, we concur with the Valuer
on the adoption of income approach and did not consider other approaches to

assess the valuation.

As China United Appraisal adopted income approach to appraise in the
valuation of the Assets to be Purchased, in such case, it is stipulated under Rule
14.62 of the Listing Rules that the Company is required to obtain (i) a letter
from its auditors or reporting accountants confirming that they have reviewed
the accounting policies and calculations for the forecast and containing their
report; and (ii) a report from its financial advisers confirming that they are
satisfied that the forecasts in such valuations have been made by the Directors
after due and careful enquiry, if no financial advisers have been appointed in
connection with the transaction, the Company must provide a letter from the
Board confirming they have made the forecast after due and careful enquiry.
We consider that the above stipulation of the Listing Rules could safeguard the
interest of the Shareholders and we noted that the Company has complied with

the said requirements (see Appendix IV and Appendix V to the Circular).

We understood that appraisal values of the Assets to be Purchased were arrived
by first estimating the value of operating assets of each Assets to be Purchased
by adopting the income approach and then adding value of all the long-term
equity investments of Assets to be Purchased (i.e. enterprises being controlled

by or invested by the Assets to be Purchased) (if any) and adjusting non-
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operating or surplus assets/liabilities and interest-bearing debt on the Valuation
Base Date. Upon our enquiry, we also understood from China United Appraisal
that:

(1) as the Assets to be Purchased are principally engaged in the new energy
sector (namely, the generation of wind power through the operation in
wind farms), the financial projections of the Assets to be Purchased were
forecasted based on the expected remaining useful lives of the wind

farms operate by the Assets to be Purchased.

As confirmed by the Directors, given the useful lives of wind farms are
generally 20 years from the date of its grid-connection, the forecasted
period for each of the Assets to be Purchased is consistent with the
expected remaining useful lives. We reviewed the forecasted period of
the Assets to be Purchased and noted the forecasted period is consistent

with such assumption;

(i1)  operating income were forecasted based on (a) the capacity of the wind
farms; (b) the expected utilisation hours of wind power generating units,
(c) expected grid-connected power volume (in terms of kWh); and (d) the

expected government subsidy in respect of the generation of wind power,

For our due diligence purpose, we obtained and reviewed historical
data in respect of each of the Assets to be Purchased and noted from the
valuation that (1) the capacity of the wind farms for the forecasted period
is in line with the existing capacity; and (2) the expected utilisation hours
of wind power generating units; expected grid-connected power volume
(in terms of kWh); and the expected government subsidy in respect of the
generation of wind power are determined with reference to the historical

average data;

(iii) operating expenditures including staff costs, depreciation and
amortisation, repair and maintenance and other expenses, were forecasted
based on the comprehensive consideration of historical amount of
incurred by the Assets to be Purchased and <+ [ [ & 4 [# /A 7] J&l &
16 A0 53 45 SRR B R A 2 ) 8 B AR YE) (2016R) (China Guodian Group
Wind Turbine Component Grade Type Cost Rating Standard*).

For our due diligence purpose, we obtained and reviewed the historical
data in respect of each of the Assets to be Purchased and noted from the
Purchase Valuation that the total cost for each wind-power generated is

similar to historical level throughout the forecasted period; and
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(iv) the discount rates (i.e. weighted average cost of capital) applied to the

valuation ranged from 7.74% to 8.13%.

We noted that China United Appraisal used the Capital Asset Pricing
Model (“CAPM”) to assess the cost of equity for Assets to be Purchased.
In arriving at the cost of equity, China United Appraisal took into
account a number of factors including (i) risk-free interest rate; (ii)

market risk premium; (iii) B ; (iv) characteristic risk factor.

For our due diligence purpose, we conduced following works:

J searched through internet and noted that the CAPM technique
is widely accepted for the purpose of estimating required rate of

return on equity;

J searched on the website of China Central Depository & Clearing
Co., Ltd. (“CCDC”) and noted that the risk-free rates adopted
by China United Appraisal were in line with the interest rates of

government bonds as published on the website of CCDC;

. obtained the list of comparable companies used for the calculation

of re-levered beta.

We also searched for beta of the selected comparable companies
through Wind Financial Terminal (Note: Based on the website
of Wind, Wind was founded in 1994. As the market leader in
PRC financial information services industry, Wind is dedicated
to providing accurate and real-time information, as well as
sophisticated communication platforms for financial professionals)
and noted that the beta adopted by China United Appraisal was in

line with those as extracted from Wind Financial Terminal; and

. China United Appraisal adopted 7.2% — 7.5% as market risk

premium.

In arriving at the cost of debt, China United Appraisal determined cost
of debt based on the above-five-year loan prime rate published by the
National Interbank Funding Center authorized by the People’s Bank of

China. The cost of debt was the above-five-year loan prime rate (pre-tax).

Having considered the aforementioned and during our discussion with China
United Appraisal, we have not identified any major factor which caused us to

doubt the reasonableness of the assumption used in the Purchase Valuation.
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Having considered that the transaction prices equal to the appraisal value,
we are of the opinion that the transaction price for the Purchase is fair and

reasonable.

For further detailed terms of the Purchase, please refer to the sections headed
“1.1.3 Details of the Transaction of the Purchase through Cash” of the Board
Letter.

In conclusion, we consider that the terms of the Transaction are on normal

commercial terms and are fair and reasonable.

2.3.3. Performance Commitment and Compensation involved in the Purchase

With reference to the Board Letter, on 18 June 2021, the Company entered
into Profit Compensation Agreements with each of Northeast Electric Power,
Shaanxi Electric Power, Guangxi Electric Power, Yunnan Electric Power,
Gansu Electric Power and North China Electric Power (individually or
collectively, the “Performance Undertaker(s)”), pursuant to which during the
performance compensation period, being the year during which the Purchase
is completed and the following two accounting years, each of the Performance
Undertakers, being the counterparties for the Purchase of each of the respective
Valuation Adjustment Targets (being the Assets to be Purchased with the
exclusion of Guodian Jieneng Jinke (Shanxi) Co., Ltd., a controlling subsidiary
of Shanxi Jieneng), have provided commitment to the Company on the net
profit attributable to the shareholders of the parent company after deduction of
non-recurring profit or loss of the Valuation Adjustment Targets for each of the
accounting year during the performance compensation period to be no less than

the committed net profit, as follows:

Counterparty of the Committed net Committed net Committed net Committed net
Assets to be Purchased ~ profit for the year 2021 profit for the year 2022 profit for the year 2023 profit for the year 2024

(RMB 000) (RMB 000) (RMB 000) (RMB 000)
Northeast Electric Power 91,2117 §8,822.9 92,051.6 §8,942.9
Shaanxi Electric Power 83,5377 109,143.4 106,424.8 1142955
Guangxi Electric Power 2035729 229,000.1 2382020 2340192
Yunnan Electric Power 158,5479 157,024.7 130,177.8 106,586.7
Gansu Electric Power 24.249.6 29,100.8 39,584.1 474356
North China Electric Power 138,736.0 135,645.3 141,150.1 139,714.7

Note: If the Purchase is not completed by 31 December 2021, the performance
compensation period shall be adjusted to 2022, 2023 and 2024.
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If the amount of the actual net profit of any of the Valuation Adjustment Targets in any
accounting year during the performance commitment period is lower than the amount of
the committed net profit of the respective Valuation Adjustment Targets for the respective
accounting years, compensation amount payable by the respective counterparty of the Assets

to be Purchased is calculated as follows:

Compensation amount payable for a year = (the cumulative committed net profit of the
Valuation Adjustment Targets as at the end of the year — the cumulative actual net profit of
the Valuation Adjustment Targets as at the end of the year) ~ the cumulative committed net
profit of the Valuation Adjustment Targets during the performance commitment period X
the transaction consideration of the Valuation Adjustment Targets — the cumulative amount

compensated

Furthermore, the Company shall conduct an impairment test on the Valuation Adjustment
Targets within four months after the expiry of the performance commitment period, if
the closing impairment amount of a Valuation Adjustment Target is greater than the total
cumulative cash compensated, the counterparty of the Assets to be Purchased shall make
additional compensation to the Company in cash. The amount of the additional compensation
is: the closing impairment amount of the Valuation Adjustment Target — the total cumulative

cash compensated.

Details of the arrangements under the Profit Compensation Agreements are set out in the
section headed “2. Resolution on entering into Profit Compensation Agreement with effective

condition” of the Board Letter.

For our due diligence purpose, we noted from € I i/ F] 8 K & & #AHE L) (Measures
for Administration of Material Asset Reorganisation of Listed Companies*) and { £ i
A B A A B L R B i 25 B ST FE SR ) (FAQ on Regulatory Laws and Regulations
for Listed Companies*, the “FAQ”) as published by CSRC on 18 September 2015, among
other things, the counterparty to the acquisition transaction (as vendor and being the
connected person of A share listed companies (as purchaser)) should enter into profit forecast
compensation agreement with A share listed companies (as purchaser) for the purpose of the
provision of profit compensation for the differences between the actual net profit and the
forecast net profit for the three years after the completion of the acquisition transaction, when
the approach which is based on future income being adopted for the valuation. We also noted
that that the calculation for “compensation amount payable for a year” and the impairment

test arrangement is in compliance with the requirements as contained in the FAQ.
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In light of that (i) the Profit Compensation Arrangements are intended to mitigate the risks
of profit shortfall or assets impairment during the Performance Compensation Period for
the Company; (ii) there are no liabilities for the Company in terms of the performance
compensation; and (iii) the calculation for “compensation amount payable for a year” and
the impairment test arrangement is in compliance with the requirements as contained in the
FAQ, we are of the view that the terms of the Profit Compensation Agreements are fair and

reasonable.

3. Possible dilution effect on the shareholding interests of the existing public Shareholders

With reference to the shareholding table in the section headed “Impact of the Merger on
Shareholding Structure of the Company” of the Board Letter, the shareholding interests of
the public H Shareholders would be diluted by approximately 1.71 percentage point upon
the completion of the Transaction and taking no consideration of the impact of the exercise
of the Put Option and the Cash Alternative. In this regard, taking into account (i) the reasons
for and benefits of the Transaction; and (ii) the terms of the Transaction being fair and
reasonable, we are of the view that the said level of dilution to the shareholding interests of

the public H Shareholders after the Transaction is justifiable.

4. Possible financial effects of the Transaction

With reference to the Company’s 2020 Annual Report, the audited consolidated net assets
value of the Group was approximately RMB66.45 billion as at 31 December 2020. As
confirmed by the Directors, the Transaction would increase the consolidated net assets value

of the Group.

It should be noted that the aforementioned analyses are for illustrative purposes only and do
not purport to represent how the financial position of the Group will be upon completion of

the Transaction.

RECOMMENDATION ON THE TRANSACTION

Having taken into account the above factors and reasons, we are of the opinion that (i) the terms of the
Transaction are on normal commercial terms and are fair and reasonable; and (ii) although the Transaction
is not conducted in the ordinary and usual course of business of the Group, and the Transaction is in the
interests of the Company and the Shareholders as a whole. Accordingly, we recommend the Independent
Board Committee to advise the Independent Shareholders to vote in favour of the resolutions to be
proposed at the EGM and Class Meetings to approve the Transaction and we recommend the Independent

Shareholders to vote in favour of the resolutions in this regard.
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B.

THE SUPPLEMENTAL UNDERTAKING

1.

Background of the Supplemental Undertaking

1.1

1.2

Information on the Non-Competition Agreement

In connection with the reorganization arrangements undergone by the Group in
preparation for the listing of the Company’s H Shares on the Hong Kong Stock
Exchange, the Company entered into the Non-Competition Agreement with China
Guodian Corporation (“Guodian”, now known as CHN Energy) on 30 July 2009.
Under the agreement, Guodian agreed not to, and to procure its subsidiaries (other
than the Company (including its subsidiaries, the same below) and Guodian’s A
share listed companies) not to, compete with the Company in the Company’s wind
power business (other than Guodian’s few wind power business retained on the date
of the execution of the Non-Competition Agreement) and granted to the Company
options to acquire the retained businesses and any new business opportunities and
pre-emptive rights to acquire Guodian’s interest in its retained businesses and certain
future new business. In July 2009 and November 2009, Guodian issued two further
clarification documents to confirm its non-competition undertakings included in the
Non-Competition Agreement. Details of the Non-Competition Undertaking and the
clarification documents are set out under the section headed “10.1 The Existing Non-

Competition Agreement” of the Board Letter.

Supplemental Undertaking to the Non-Competition Agreement

In addition to the Non-Competition Agreement which shall remain effective, the
Supplemental Undertaking from the CHN Energy regarding non-competition of

principal business between CHN Energy and the Company are as follows:

1. The wind power generation business within CHN Energy is to be integrated
by the Company. As for the wind power generation business (the “Surviving
Wind Power Generation Business”) held by CHN Energy or its subsidiaries
(excluding Company and its subsidiaries, the same below) as at the date of the
Supplemental Undertaking, which directly or indirectly potentially overlapped
with the principal business of the Company, CHN Energy undertakes that
CHN Energy will inject the Surviving Wind Power Generation Business into
the Company through various means such as asset restructuring, business
adjustment and formation of joint ventures within three years upon completion
of the Transaction, subject to compliance with relevant laws and regulations
and relevant internal and external approval procedures which are required then,

to steadily promote the integration of relevant business so as to resolve the
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potential business overlap. The Surviving Wind Power Generation Business

assets to be injected into the Company shall comply with the conditions for

listing stipulated in the laws and regulations of the PRC and relevant normative

documents.

1.1.

1.2.

1.3.

1.4.

In this regard, CHN Energy and its relevant subsidiaries will provide
special description of assets of the Surviving Wind Power Generation
Business held by them to the Company within four months following the
end of each financial year upon completion of the Transaction, including
whether the assets are eligible for injection, details of their financial
information and other information necessary for consideration and

valuation of asset injection by the Company.

All independent non-executive directors of the Company will be
responsible for reviewing and considering whether the assets of the
Surviving Wind Power Generation Business meet the conditions for asset
injection and whether to initiate the asset injection, and the decision will
be made by all independent non-executive directors of the Company.
Such asset injection shall also comply with the corporate governance and
information disclosure procedures under applicable laws and regulations

and securities regulatory rules, as applicable.

After CHN Energy and the relevant subsidiaries have issued to the
Company the notice to inject assets or provided the special description
referred to in Clause 1.1 above, the Company will report it to its
independent non-executive directors within one week after receiving the
notice or special description, for their consideration and assessment, and
will reply to CHN Energy within 30 days after receiving such notice or

special description.

Where transfer of state-owned assets is involved in the injection of assets
of the Surviving Wind Power Generation Business, an appraisal on that
shall be conducted in accordance with the statutory state-owned assets
valuation method and an approval shall be obtained or filing shall be
made in accordance with laws. The price for the injection of assets of the
Surviving Wind Power Generation Business shall be determined based on
the appraisal value made by a professional third-party valuation agency
jointly appointed by CHN Energy and the Company, through mutual
negotiation between CHN Energy and the Company in the manner and in

accordance with the procedures required under the then applicable laws.
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2. As for the overlapping between the Company’s thermal power business and
CHN Energy’s, CHN Energy will, within three years upon completion of
the Transaction, make comprehensive use of various means such as asset
restructuring, business adjustment and formation of joint ventures to steadily
promote the integration of relevant business so as to solve the problem of
business overlap, subject to compliance with the relevant laws and regulations
and relevant internal and external approval procedures at that time, and based
on the principle of facilitating the development of the listed company and

safeguarding the interests of shareholders, especially the minority shareholders.

3. In order to meet the compliance requirements for the listing of A Shares of the
Company, the Company may dispose of the controlling stake in its certain wind
power generation subsidiaries (the “Certain Subsidiaries”) to CHN Energy (the
“Certain Subsidiaries Disposal”). The disposal of abovementioned Certain
Subsidiaries is subject to the approval by the securities regulatory authority
of the place where the shares of the Company are listed and the procedures of
consideration by the board of directors and shareholders’ general meeting of
the Company (if applicable). If the corresponding consideration and approval
procedures for the Certain Subsidiaries Disposal are completed and the Certain
Subsidiaries Disposal has been implemented, the above-mentioned Certain
Subsidiaries, upon the completion of the Certain Subsidiaries Disposal, will
be together taken as the Surviving Wind Power Generation Business referred
to under the Supplemental Undertaking, and CHN Energy will fulfil relevant

undertakings as agreed in Clause 1 of the Supplemental Undertaking.

The Supplemental Undertaking will not prejudice the legal effect of the Non-
Competition Agreement. Should there be any discrepancy between the Supplemental
Undertaking and the Non-Competition Agreement, the Supplemental Undertaking
shall prevail; for matters not stipulated in the Supplemental Undertaking, the Non-
Competition Agreement shall prevail. The Supplemental Undertaking will come
into effect from the date of obtaining the approval from the securities regulatory
authority of the place where the shares of the Company are listed, the approval from
the competent decision-making authorities of CHN Energy and the approval from the
shareholders’ general meeting of the Company upon its consideration. If, finally, the
Certain Subsidiaries Disposal mentioned in Clause 3 of the Supplemental Undertaking
fails to be implemented, such clause will be void automatically, which will not

prejudice the effect of the other clauses in the Supplemental Undertaking.
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1.3

Reasons for and benefits of the Supplemental Undertaking

Clause 1 of the Supplemental Undertaking

With reference to the Board Letter, against the backdrop of “peaking carbon emissions
and achieving carbon neutral”, the new energy power generation industry will face
fierce competition in business development. Under the Supplemental Undertaking,
the overlapping wind power assets of CHN Energy will be injected into the Company
in situations where the criteria are satisfied, which will further increase the installed
capacity of the Company, and benefit the Company in seizing opportunities in the
fierce competition in the future, maintaining its leading position in the new energy
power generation industry and safeguarding the interests of the Company and its

shareholders as a whole.

As mentioned above, with reference to the Company’s 2020 Annual Report, the period
of the “Fourteenth Five-Year Plan” will be a key five years for China to implement
the energy security strategy of “Four Revolutions and One Cooperation” in the energy
sector (which pointed out the direction of China’s energy transformation) and achieve
the goal of carbon emission by 2030. During this period of time, new energy will
become the main part of incremental energy consumption, and the development of
new energy will usher in major opportunities. We also noted from the Company’s
2020 Annual Report that the Group’s objectives in 2021 include: (i) to grasp the
development opportunity accurately, and further consolidate, optimize and expand
main business of new energy; and (ii) to deepen reform continuously, and further

elevate the management efficiency.

Clause 2 of the Supplemental Undertaking

With reference to the Board Letter, thermal power business is not the principal

business of the Company.

According to the Company’s 2020 Annual Report, as at the end of 2020, the
consolidated installed capacity of the Company was 24,681 MW, of which the
consolidated installed capacity of wind power was 22,303 MW, consolidated installed
capacity of coal power was 1,875MW, and consolidated installed capacity of other
renewable energy was 250MW. We also noted from the Company’s previous annual
reports that consolidated installed capacity of coal power remained at 1,875 MW since
2008.
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In addition, according to the Board Letter, the arrangement to resolve the overlapping
of the thermal power business under the Supplemental Undertaking is made mainly
based on the requirements of the A Shares regulatory rules on avoiding horizontal

competition and the future development strategy of CHN Energy.

Clause 3 of the Supplemental Undertaking

Upon the completion of the Transaction, the Company will become a A+H share listed
company. In accordance with the PRC laws and regulations and the requirements
of relevant regulatory authorities, solutions must be specified for the overlapping

between the business of CHN Energy and that of the Group.

With reference to the Board Letter, according to the requirements under the
Administrative Measures for Initial Public Offering and Listing, the issuer shall not
be involved in the following circumstances, among other things, having violated laws
on industry and commerce, taxation, land, environmental protection, customs and
other laws and administrative regulations, and received administrative punishment in
the most recent 36 months, and the circumstance was serious. (the “A Shares Listing

Requirement”)

We understood from the Company that certain subsidiaries of the Company are
involved in the occupation of basic farmland or ecological redline. The occupation
of basic farmland or ecological redline without the obtaining of the compliance
confirmation from relevant competent authorities may be regarded as serious illegal

acts and irregularities.

If, finally, the Certain Subsidiaries are unable to obtain the compliance confirmation
from relevant competent authorities or to solve the aforementioned defects of land
use by other effective means, in order to meet the compliance requirements for the
listing of A Shares of the Company, the Company may be involved in the matter of the
potential disposal, pursuant to which, the Company intends to transfer the controlling

stake in its certain wind power generation subsidiaries to CHN Energy.
The Clause 3 of the Supplemental Undertaking is allowed the possible proceeding

of the Certain Subsidiaries Disposal but without CHN Energy’s breach of Non-
competition Undertaking (as supplemented by the Supplemental Undertaking).
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Having considered the following factors, including:

@) in accordance with the PRC laws and regulations and the requirements of
relevant regulatory authorities, solutions must be specified for the overlapping

between the business of CHN Energy and that of the Group;

(i1))  the Company may be involved in the matter of the potential disposal (i.e. the
Certain Subsidiaries Disposal) if, finally, the Certain Subsidiaries are unable to
obtain the compliance confirmation from relevant competent authorities or to

solve the aforementioned defects of land use by other effective means;

(iii) the purpose of (ii) above is to meet the compliance requirements for the
listing of A Shares of the Company and the A Shares Listing Requirement as

mentioned above;

(iv) reasons for and benefits of the Transaction as mentioned above,

we consider the Certain Subsidiaries Disposal is in the interest of the Shareholders as

a whole.

In addition, according to the Supplemental Undertaking, if the corresponding
consideration and approval procedures for the Certain Subsidiaries Disposal are
completed and the Certain Subsidiaries Disposal has been implemented, the above-
mentioned Certain Subsidiaries, upon the completion of the Certain Subsidiaries
Disposal, will be together taken as the Surviving Wind Power Generation Business
referred to under the Supplemental Undertaking, and CHN Energy will fulfil relevant

undertakings as agreed in Clause 1 of the Supplemental Undertaking.

Having considered that, subject to the Supplemental Undertaking being effective,

(1) Clause 1 of the Supplemental Undertaking allows the Company have a right to
obtain Surviving Wind Power Generation Business from CHN Energy, being
the principal businesses of the Group and prospects of the clean energy business

(including wind power) is generally positive;

(i1)  Clause 2 of the Supplemental Undertaking allows to resolve the overlapping
of the thermal power business, the arrangement of which is made mainly based
on the requirements of the A Shares regulatory rules on avoiding horizontal

competition and the future development strategy of CHN Energy;
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(iii) Clause 3 of the Supplemental Undertaking is allowed the possible proceeding
of the Certain Subsidiaries Disposal but without CHN Energy’s breach of Non-
competition Undertaking (as supplemented by the Supplemental Undertaking),

we consider that although the Supplemental Undertaking is not in the ordinary and usual course of business
of the Group, the Supplemental Undertaking is in the interests of the Company and the Shareholders as a

whole.

RECOMMENDATION ON THE SUPPLEMENTAL UNDERTAKING

Having taken into account the above factors and reasons, we are of the opinion that (i) the terms of the
Supplemental Undertaking are on normal commercial terms and are fair and reasonable; and (ii) although
the Supplemental Undertaking is not conducted in the ordinary and usual course of business of the
Group, the Supplemental Undertaking is in the interests of the Company and the Shareholders as a whole.
Accordingly, we recommend the Independent Board Committee to advise the Independent Shareholders to
vote in favour of the resolutions to be proposed at the EGM to approve the Supplemental Undertaking and

we recommend the Independent Shareholders to vote in favour of the resolutions in this regard.

Yours faithfully,
For and on behalf of
Gram Capital Limited
Graham Lam

Managing Director

Note: Mr. Graham Lam is a licensed person registered with the Securities and Futures Commission and a responsible
officer of Gram Capital Limited to carry out Type 6 (advising on corporate finance) regulated activity under
the SFO. He has over 25 years of experience in investment banking industry.

* For identification purpose only

— 164 -



APPENDIX I GENERAL INFORMATION

1. RESPONSIBILITY STATEMENT

This circular, for which the directors of the issuer collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the issuer. The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief, the information contained in this circular
is accurate and complete in all material respects and not misleading or deceptive, and there are no

other matters the omission of which would make this circular or any statement herein misleading.

2. DISCLOSURE OF INTERESTS AND CONFIRMATIONS

As at the Latest Practicable Date, none of the Directors, supervisors or chief executives of the
Company had an interest and short positions in the shares, underlying shares and debentures of the

Company or any of its associated corporations. As at the Latest Practicable Date:

(a)  none of the Directors, supervisors or chief executives of the Company had any interest and
short positions in the shares, underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO), which are required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which he/she is taken or deemed to
have under such provision of the SFO); or are required pursuant to section 352 of the SFO
to be entered in the register referred to therein; or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of

Listed Issuers;

(b)  the Company has not granted its Directors, supervisors, chief executives or their respective
spouses or children below 18 any rights to subscribe for its equity securities or debt

securities;

(c)  apart from Mr. Liu Jinhuan, Mr. Tian Shaolin and Mr. Tang Chaoxiong, Directors of the
Company, who are deemed by the Listing Rules as connected Directors, none of the Directors
was materially interested in any contract or arrangement entered into by any member of the
Group since 31 December 2020, being the date to which the latest published audited annual
financial statements of the Company were made up, and which was subsisting as at the date

of this circular and significant in relation to the business of the Group;
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(d)

(©

€3]

(2)

none of the Directors had any direct or indirect interest in any assets which had been since
31 December 2020 (being the date to which the latest published audited annual financial
statements of the Company were made up) acquired or disposed of by or leased to any
member of the Group, or were proposed to be acquired or disposed of by or leased to any

member of the Group;

save as disclosed in the section “Interest of Directors in Competing Business” of the
Appendix I of this circular, none of the Directors or, so far as is known to them, any of their
respective associates was interested in any business (apart from the Group’s business) which
competes or is likely to compete either directly or indirectly with the Group’s business (as
would be required to be disclosed under Rule 8.10 of the Listing Rules if each of them was a

controlling shareholder);

the Directors are not aware of any material adverse change in the financial or trading
positions of the Company since 31 December 2020 (the date to which the latest published
audited annual financial statements of the Company were made up); and

none of the Directors had entered into any service contract with the Company or any member
of the Group (excluding contracts expiring or determinable by the employer within one year

without payment of compensation (other than statutory compensation)).

3. INTEREST OF DIRECTORS IN COMPETING BUSINESS

As at the Latest Practicable Date, save as disclosed below, none of the Directors or their associates

had any competing interests in any business which competed or was likely to compete, either

directly or indirectly, with the business of the Group:

Name of Director Position in the Company Other Interests

Mr. Liu Jinhuan Non-executive Director General manager assistant of CHN
Energy

Mr. Tian Shaolin Non-executive Director The first-level business director of

the Party Group Inspection Office
of CHN Energy

Mr. Tang Chaoxiong Non-executive Director Director of capital operation

department of CHN Energy
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4. SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, so far as known to the Directors, the following persons had

interests or short positions in the shares or underlying shares of the Company which would fall to
be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO:

Name of Shareholder

CHN Energy

Wellington Management

Group LLP

Wellington Management

Group LLP

BlackRock, Inc.

BlackRock, Inc.

JPMorgan Chase & Co.

JPMorgan Chase & Co.

JPMorgan Chase & Co.

Percentage in
Number of Shares/  the Relevant
Underlying Shares Class of Share

Class of Share  Capacity Held Capital

(Share) ~ (Note 1) (%)

Domestic Beneficial owner and interest 4,696,360,000 100
shares of corporation controlled by (Note 2)
substantial Shareholders (Long position)

H shares [nvestment manager 431,204,213 1291
(Note 3)
(Long position)

H shares [nvestment manager 86,508 0.00
(Note 4)
(Short position)

H shares Interest of corporation controlled by 336,339,030 10.07
substantial Shareholders (Note 3)
(Long position)

H shares Interest of corporation controlled by 7,725,000 0.23
substantial Shareholders (Note 6)
(Short position)

H shares Interest of corporation controlled 200,201,213 5.99

by substantial Shareholders, (Note 7)
investment manager and approved (Long position)

lending agent

H shares Interest of corporation controlled by 41,725,908 1.24
substantial Shareholders (Note 8)
(Short position)

H shares Approved lending agent 153,425,551 4.59
(Shares in

a lending pool)
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Percentage in
Number of Shares/  the Relevant ~ Percentage
Underlying Shares Class of Share  in the Total
Name of Shareholder Class of Share  Capacity Held Capital Share Capital
(Share) ~ (Note 1) (%)  (Note 1) (%)
The Bank of New York H shares Interest of corporation controlled by 231,835,357 0.94 2.88
Mellon Corporation substantial Shareholders (Note 9)
(Long position)
The Bank of New York H shares Approved lending agent 212,568,237 6.36 2.65
Mellon Corporation (Shares in
a lending pool)
Citigroup Inc. H shares Person having a security interest in 308,808,540 9.24 3.84
shares, interests of corporation (Note 10)
controlled by substantial (Long position)
Shareholders and approved
lending agent
Citigroup Inc H shares Interest of corporation controlled by 12,846,783 0.38 0.16
substantial Shareholders (Note 11)
(Short position)
Citigroup Inc H shares Approved lending agent 291,778,388 8.73 3.63
(Shares in
a lending pool)
Brown Brothers Harriman ~ H shares Agent 239,298,521 7.16 2.98
&Co. (Long position)
Brown Brothers Harriman ~ H shares Agent 239,298,521 7.16 2.98
&Co. (Shares in
a lending pool)
Lazard Asset Management  H shares [nvestment manager 167,217,247 5.01 2.08
LLC (Long position)
Notes:
1. The percentage is based on the issued number of relevant class of shares/total issued shares of the
Company as at the Latest Practicable Date.
2. Among these 4,696,360,000 domestic shares, 4,602,432,800 domestic shares were directly held by

CHN Energy while the remaining 93,927,200 shares were held by CHN Energy Northeast Electric

Power Co., Ltd. (I

2z a0

2 He

JRAEE AL E 1B PR ), a subsidiary of CHN Energy. Accordingly, CHN

Energy was deemed as the owner of the equity interests held by CHN Energy Northeast Electric Power
Co., Ltd. (BIZ REVRAE I AL & 1 A R A AD).
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3. Among these 431,204,213 H shares, 423,866,904 H shares were held by Wellington Management
Company LLP, an indirect non-wholly-owned subsidiary of Wellington Management Group LLP;
7,337,309 H shares were held by Wellington Management International Ltd., an indirect non-wholly-
owned subsidiary of Wellington Management Group LLP. Accordingly, Wellington Management
Group LLP was deemed as the owner of the H share equity interests held by its aforesaid subsidiaries.

4. Among these 86,508 H shares, 84,437 H shares were held by Wellington Management Company LLP,
an indirect non-wholly-owned subsidiary of Wellington Management Group LLP, 1,925 H shares
were held by Wellington Management International Ltd., an indirect non-wholly-owned subsidiary of
Wellington Management Group LLP, 146 H shares were held by Wellington Management Hong Kong
Ltd., an indirect non-wholly-owned subsidiary of Wellington Management Group LLP. Accordingly,
Wellington Management Group LLP was deemed as the owner of the H share short positions held by its
aforesaid subsidiaries.

5. Among these 336,339,030 H shares, 1,075,100 H shares were held by BlackRock Investment
Management, LLC, an indirect wholly-owned subsidiary of BlackRock, Inc., 3,862,266 H shares were
held by BlackRock Financial Management, Inc., an indirect wholly-owned subsidiary of BlackRock,
Inc., 32,747,693 H shares were held by BlackRock Institutional Trust Company, National Association,
an indirect non-wholly-owned subsidiary of BlackRock, Inc., 118,180,000 H shares were held by
BlackRock Fund Advisors, an indirect non-wholly-owned subsidiary of BlackRock, Inc., 5,366,000 H
shares were held by BlackRock Advisors, LLC, an indirect wholly-owned subsidiary of BlackRock,
Inc., 11,249,458 H shares were held by BlackRock Japan Co., Ltd., an indirect non-wholly-owned
subsidiary of BlackRock, Inc., 362,000 H shares were held by BlackRock Asset Management Canada
Limited, an indirect non-wholly-owned subsidiary of BlackRock, Inc., 1,279,000 H shares were held
by BlackRock Investment Management (Australia) Limited, an indirect non-wholly-owned subsidiary
of BlackRock, Inc., 2,411,516 H shares were held by BlackRock Asset Management North Asia
Limited, an indirect non-wholly-owned subsidiary of BlackRock, Inc., 6,369,482 H shares were held
by BlackRock (Netherlands) B.V., an indirect non-wholly-owned subsidiary of BlackRock, Inc.,
69,502,386 H shares were held by BlackRock Asset Management Ireland Limited, an indirect non-
wholly-owned subsidiary of BlackRock, Inc., 52,114,000 H shares were held by BLACKROCK
(Luxembourg) S.A., an indirect non-wholly-owned subsidiary of BlackRock, Inc., 12,224,995 H
shares were held by BlackRock Investment Management (UK) Limited, an indirect non-wholly-
owned subsidiary of BlackRock, Inc., 17,263,636 H shares were held by BlackRock Fund Managers
Limited, an indirect non-wholly-owned subsidiary of BlackRock, Inc., 2,102,498 H shares were held
by BlackRock Life Limited, an indirect non-wholly-owned subsidiary of BlackRock, Inc., 213,000
H shares were held by BlackRock (Singapore) Limited, an indirect non-wholly-owned subsidiary of
BlackRock, Inc., 16,000 H shares were held by BlackRock Asset Management Schweiz AG, an indirect
non-wholly-owned subsidiary of BlackRock, Inc.. Accordingly, BlackRock, Inc. was deemed as the
owner of the H share equity interests held by its aforesaid subsidiaries.

6. Among these 7,725,000 H shares, 138,000 H shares were held by BlackRock Investment Management,
LLC, an indirect wholly-owned subsidiary of BlackRock, Inc., 6,277,000 H shares were held by
BlackRock Institutional Trust Company, National Association, an indirect non-wholly-owned
subsidiary of BlackRock, Inc., 826,000 H shares were held by BlackRock Advisors, LLC, an indirect
wholly-owned subsidiary of BlackRock, Inc., 12,000 H shares were held by BlackRock Investment
Management (Australia) Limited, an indirect wholly-owned subsidiary of BlackRock, Inc., 472,000 H
shares were held by BLACKROCK (Luxembourg) S.A., an indirect non-wholly-owned subsidiary of
BlackRock, Inc.. Accordingly, BlackRock, Inc. was deemed as the owner of the H share short positions
held by its aforesaid subsidiaries.
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10.

11.

Among these 200,201,213 H shares, 99,000 H shares was held by JPMorgan Asset Management
(Taiwan) Limited, an indirect wholly-owned subsidiary of JPMorgan Chase & Co., 178,432 H shares
were held by J.P. Morgan AG, an indirect wholly-owned subsidiary of JPMorgan Chase & Co., 45,000
H shares were held by J.P. Morgan Securities LLC, an indirect wholly-owned subsidiary of JPMorgan
Chase & Co., 153,425,551 H shares were held by JPMORGAN CHASE BANK, N.A. - LONDON
BRANCH, an indirect wholly-owned subsidiary of JPMorgan Chase & Co., 212,000 H shares were
held by J.P. Morgan Investment Management Inc., an indirect wholly-owned subsidiary of JPMorgan
Chase & Co., 1 H share was held by J.P. Morgan Structured Products B.V., an indirect wholly-owned
subsidiary of JPMorgan Chase & Co., 46,241,229 H share was held by J.P. MORGAN SECURITIES
PLC, an indirect wholly-owned subsidiary of JPMorgan Chase & Co., Accordingly, JPMorgan Chase &
Co. was deemed as the owner of the H share equity interests held by its aforesaid subsidiaries.

Among these 41,725,908 H shares, 45,000 H shares was held by J.P. Morgan Securities LLC, an
indirect wholly-owned subsidiary of JPMorgan Chase & Co., 4 H shares were held by J.P. Morgan
Structured Products B.V., an indirect wholly-owned subsidiary of JPMorgan Chase & Co., 41,680,904
H shares was held by J.P. MORGAN SECURITIES PLC, an indirect wholly-owned subsidiary of
JPMorgan Chase & Co.. Accordingly, JPMorgan Chase & Co. was deemed as the owner of the H share
short positions held by its aforesaid subsidiaries.

These 231,835,357 H shares were held by The Bank of New York Mellon, a wholly-owned subsidiary
of The Bank of New York Mellon Corporation. Accordingly, The Bank of New York Mellon
Corporation was deemed as the owner of the H share equity interests held by its aforesaid subsidiary.

Among these 308,808,540 H shares, 291,966,388 H shares were held by Citibank, N.A., an indirect
wholly-owned subsidiary of Citigroup Inc., 1,000,000 H shares were held by Citigroup Global Markets
Hong Kong Limited, an indirect wholly-owned subsidiary of Citigroup Inc., 66,000 H shares were held
by Citigroup Global Markets Inc., an indirect wholly-owned subsidiary of Citigroup Inc., 1,179,928 H
shares were held by Citigroup Global Markets Funding Luxembourg S.C.A., an indirect non-wholly-
owned subsidiary of Citigroup Inc., 14,596,224 H shares were held by Citigroup Global Markets
Limited, an indirect non-wholly-owned subsidiary of Citigroup Inc.. Accordingly, Citigroup Inc. was
deemed as the owner of the H share equity interests held by its aforesaid subsidiaries.

Among these 12,846,783 H shares, 188,000 H shares were held by Citibank, N.A., an indirect wholly-
owned subsidiary of Citigroup Inc., 1,182,439 H shares were held by Citigroup Global Markets Hong
Kong Limited, an indirect wholly-owned subsidiary of Citigroup Inc., 1,179,928 H shares were held by
Citigroup Global Markets Funding Luxembourg S.C.A., an indirect non-wholly-owned subsidiary of
Citigroup Inc., 10,296,416 H shares were held by Citigroup Global Markets Limited, an indirect non-
wholly-owned subsidiary of Citigroup Inc.. Accordingly, Citigroup Inc. was deemed as the owner of
the H share short positions held by its aforesaid subsidiaries.

S. SERVICE AGREEMENTS

The Company has entered into service agreements with all of its Directors and supervisors. None

of the Directors or supervisors has entered into or proposed to enter into any service agreements

with the Company which cannot be terminated by the Company within one year without any

compensation (other than the statutory compensation).

6. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors confirm that there was no material adverse change

in the financial or trading position of the Group since 31 December 2020, the date to which the

latest published audited consolidated financial statements of the Company were made up.
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7. QUALIFICATION OF EXPERT AND CONSENT

The following are the qualifications of the expert who has provided opinion or advice contained in

this circular:

Name (collectively referred to

as the “Experts”) Qualification

Gram Capital a licensed corporation to carry out Type 6 (advising on

corporate finance) regulated activity under the SFO of Hong

Kong
Zhong Ming the valuation agency to the Assets to be Disposed of, a
Appraisal qualified PRC valuer
China United Appraisal the valuation agency to the mining rights of the Assets to be
Disposed of and the Assets to be Purchased, a qualified PRC
valuer
EY the auditor of the Company, Certified Public Accountants and

Registered Public Interest Entity Auditor

CLSA the financial adviser of the Company, a licensed corporation
under the Securities and Futures Ordinance to carry out Type
4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities under the Securities and Futures

Ordinance

(a)  As at the Latest Practicable Date, the Experts did not hold any interest in the share capital of
any member of the Group, nor does it have the right (whether legally enforceable or not) to

subscribe for or to nominate persons to subscribe for securities in any member of the Group.

(b)  As at the Latest Practicable Date, the Experts had given and had not withdrawn its written
consents to the issue of this circular with inclusion of its letter, as the case may be, and

references to its name included herein in the form and context in which it appears.

(c)  As at the Latest Practicable Date, the Experts did not have any interest in any assets which
had been, since 31 December 2020 (being the date to which the latest published audited
annual accounts of the Company were made up), acquired or disposed of by or leased to any
member of the Group, or were proposed to be acquired or disposed of by or leased to any

member of the Group.
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8. OTHER INFORMATION

(@)

(b)

©

The joint company secretaries of the Company are Mr. Jia Nansong and Ms. Chan Sau Ling.

The registered office of the Company is at Room 2006, 20/F, Block c, 6 Fuchengmen North
Street, Xicheng District, Beijing, the PRC.

H share registrar of the Company is Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong.

9. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal business hours at

54/F, Hopewell Centre, 183 Queen’s Road East, Hong Kong from the date of this circular up to and
including the date of the EGM and Class Meetings:

(a)

(b)

(c)

(d)

(e)

(®

(2)

(h)

the Letter from the Board, full text of which is set out on pages 1 to 111 of this circular;

the Letter from the Independent Board Committee, full text of which is set out on page 112

to 113 of this circular;

the Letter from Gram Capital, full text of which is set out on pages 114 to 164 of this

circular;

Agreement on Absorption and Merger through Share Swap of China Longyuan Power Group
Corporation Limited* and Inner Mongolia Pingzhuang Energy Co., Ltd. and its supplemental

agreement;

Assets Disposal Agreement among Inner Mongolia Pingzhuang Energy Co., Ltd., China
Longyuan Power Group Corporation Limited* and CHN Energy Inner Mongolia Power Co.,

Ltd. and its supplemental agreement;

Agreement on Purchase of Assets through Cash Payment of China Longyuan Power Group
Corporation Limited* and CHN Energy Northeast Electric Power Co., Ltd., CHN Energy
Shaanxi Electric Power Co., Ltd., CHN Energy Guangxi Electric Power Co., Ltd., CHN
Energy Yunnan Electric Power Co., Ltd., CHN Energy Gansu Electric Power Co., Ltd., CHN
Energy North China Electric Power Co., Ltd. and its supplemental agreement;

Profit Compensation Agreement; and

the Supplemental Undertaking Letter in relation to Non-Competition with China Longyuan

Power Group Corporation Limited by China Energy Investment Corporation Limited.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER GROUP
CORPORATION LIMITED* OF 100% EQUITY INTEREST IN
GUODIAN NORTHEAST NEW ENERGY DEVELOPMENT CO., LTD.*
HELD BY CHN ENERGY NORTHEAST ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1 [2021] NO. 1470

To China Longyuan Power Group Corporation Limited* and CHN Energy Northeast Electric Power
Co., Ltd.,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* (9 & & iP5 &£ B A
/> F]) has appraised the market value of all shareholders’ equity interest in Guodian Northeast New
Energy Development Co., Ltd.* (I % #AL#T REJR 32 & A7 FRA A) involved in the economic behavior of
the proposed acquisition by China Longyuan Power Group Corporation Limited* (¥& U % JJ % B & A
P23 F]) of 100% equity interest in Guodian Northeast New Energy Development Co., Ltd.* held by CHN
Energy Northeast Electric Power Co., Ltd. as at 31 December 2020, the Valuation Benchmark Date, by
way of adopting the asset-based approach and the income approach and carrying out necessary valuation
procedures in accordance with the requirements of the laws, administrative regulations and asset valuation
standards while sticking to the principles of independence, objectiveness and fairness. Details of asset

valuation are reported as follows:

I. CLIENTS, PROPERTY RIGHT HOLDER, APPRAISED ENTITY AND OTHER USERS OF
VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited* is one
of the clients, CHN Energy Northeast Electric Power Co., Ltd. is another client and property right
holder, and Guodian Northeast New Energy Development Co., Ltd.* is the appraised entity.

I Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)
Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street,
Xicheng District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMBS§,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2020, the consolidated installed capacity of the Company was 24,681
MW, of which the consolidated installed capacity of wind power was 22,303 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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Overview of Another Client and Property Right Holder

Name: CHN Energy Northeast Electric Power Co., Ltd. (“CHN Energy Northeast”)

Registered address: No. 586 Shenshui Road, Shenhe District, Shenyang City

Legal representative: Zhu Wendong (L 3CH)

Registered capital: RMB4,545,610,000

Economic nature: limited liability company (wholly owned by a legal person that is not
invested in or controlled by a natural person)

Date of establishment: 15 December 2006

Term of operation: 15 December 2006 to 15 December 2036

Unified social credit code: 91210000794845178D

Business scope: development, investment, construction and management of projects of power
supplies, heat sources, power distribution networks, new energy vehicle charging facilities
and water resources; production and sales of electricity and heat; business management
services, construction, supervision, bidding and tendering, maintenance and technical
consultation of power equipment and supporting facilities; import and export of goods and
technologies; research and development of power-related communications and environmental
protection technology, comprehensive energy-saving technology and power scientific
technology, and technical consultation; contract energy management. (For projects subject
to approval pursuant to the laws, operating activities shall commence upon receipt of the

approval from relevant authorities.)

Overview of the Appraised Entity

Name of enterprise: Guodian Northeast New Energy Development Co., Ltd.* (“Northeast
New Energy”)

Domicile of enterprise: No. 586 Shenshui Road, Shenhe District, Shenyang City, Liaoning
Province

Legal representative: Li Yugang (%= £ [fl)

Registered capital: RMB417,540,000

Type of company: limited liability company (wholly owned by a legal person that is invested

in or controlled by a natural person)

Date of establishment: 30 March 2010

Term of operation: no fixed term

Unified social credit code: 91210000552582694M
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1. Corporate profile

Guodian Northeast New Energy Development Co., Ltd.* is mainly engaged in wind
power generation. The company currently operates wind power station projects with
a total installed capacity of 97.5 MW, among which, the Beisijia power station has
an installed capacity of 49.5 MW and the Taojiagou power station has an installed
capacity of 48 MW.

For the Beisijia project, Guodian Northeast New Energy Development Co., Ltd.* has
obtained the registration certificate (Liao Fa Gai Energy [2009] No. 1029) (%%
B YR [2009]11029%%)) in October 2009, and it was connected to the grid for power
generation in March 2011. Guodian Northeast New Energy Development Co., Ltd.*
has entered into the Power Purchase and Sale Contract with State Grid Liaoning

Electric Power Supply Co., Ltd. in respect of the Beisijia power generation project.

For the Taojiagou project, Guodian Northeast New Energy Development Co., Ltd.*
has obtained the registration certificate (Liao Fa Gai Energy [2011] No. 1974) ({#&%%
MCHEVR[2011]1974%%)) in December 2011, and it was connected to the grid for power
generation in September 2012. Guodian Northeast New Energy Development Co.,
Ltd.* has entered into the Power Purchase and Sale Contract with State Grid Liaoning

Electric Power Supply Co., Ltd. in respect of the Taojiagou power generation project.
2, Business scope

Development of and investment in wind power generation, hydropower generation,
biomass power generation, solar power plants and other new energy projects, and
corresponding enterprise construction, production and operation management, and
operation and maintenance of power generation equipment; purchase and sale of
electricity, contract energy management, and consultation on comprehensive energy
conservation and energy consumption; development, investment, construction,
operation and management of power distribution network; construction and
management of new energy vehicle charging facilities. (For projects subject to
approval pursuant to the laws, operating activities shall commence upon receipt of the

approval from relevant authorities.)
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Capital contribution of Shareholder

As of the Valuation Benchmark Date, the paid-up capital of Guodian Northeast New
Energy Development Co., Ltd.* was RMB417,540,000. The name of Shareholder,

amount of capital contribution and proportion of capital contribution are as follows:

Name of Shareholder, amount of capital contribution and

proportion of capital contribution

Proportion

Subscription Amount of capital of capital

No.  Name of Shareholder amount contribution Contribution

(RMBO’000) (RMB0’000) %

1 CHN Energy Northeast Electric 41,754 41,754 100%
Power Co., Ltd.

Total 41,754 41,754 100%

Principle business

Guodian Northeast New Energy Development Co., Ltd.* is mainly engaged in wind
power generation. The company currently operates wind power station projects with
a total installed capacity of 97.5 MW, among which, the Beisijia power station has
an installed capacity of 49.5 MW and the Taojiagou power station has an installed
capacity of 48 MW.

Financial position, operating status and cash flow status of Northeast New Energy

As disclosed in the audited statements of Northeast New Energy, as at 31
December 2020, the Valuation Benchmark Date, total assets, total liabilities and
total shareholders’ equity amounted to RMB1,252,026,100, RMB654,325,400
and RMB597,700,700, respectively; for 2020, it realized operating revenue of
RMB102,430,800 and net profit of RMB77,859,400; for 2020, net increase in cash and
cash equivalents was RMB-319,600 and balance of cash and cash equivalents as at the

end of the period was RMBO. The audited financial position, operating status and cash
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flow status of the company for the past three years and as at the benchmark date are as

follows:

Assets, liabilities and financial position of Northeast New Energy

Unit: RMBO0’000

31 December 31 December 31 December 31 December

Item 2017 2018 2019 2020

Total assets 125,426.64 135,642.84 148,526.07 125,202.61

Liabilities 76,316.60 81,475.20 91,853.39 65,432.54

Total shareholders’ equity 49,110.05 54,167.64 56,672.68 59,770.07

2017 2018 2019 2020

Operating revenue 10,140.35 10,842.28 10,094.22 10,243.08

Total profit 5,192.25 10,870.60 9,558.97 7,785.94

Net profit 4,372.31 9,444.28 9,165.07 7,785.94

2017 2018 2019 2020

Net cash flows generated from 26,790.48 -2,487.36 3,411.60 45,684.12
operating activities

Net cash flows generated from -7,033.01 3,069.36 767.39 -126.25
investing activities

Net cash flows generated from -18,448.33 -581.27 -4,166.23 -45,589.83
financing activities

Net increase in cash and cash 1,309.14 0.73 12.76 -31.96

equivalents

Audit opinion Standard Standard Standard Standard

unqualified unqualified unqualified unqualified

opinion opinion opinion opinion

Number of audit report Zhong Huan Liao Tian Zhi Ye Tian Zhi Ye Tian Zhi Ye

Shen Zi [2018] Zi [2021] Zi[2021] Zi[2021]

No. 0014 No. 26637 No. 26637 No. 26637

(PIRIEFT (KT (KT (RRET
[2018]0014%5)  [2021]26637%%)  [2021]26637%%)  [2021]26637%%)

Audit institution Mazars Certified Baker Tilly Baker Tilly Baker Tilly
Public International International International

Accountants ~ Certified Public ~ Certified Public ~ Certified Public

(Special General Accountants Accountants Accountants

Partnership ) (Special General (Special General (Special General
Partnership) Partnership) Partnership)
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6. General information on the investees

The entities involved in the long-term equity investment in this valuation are four

Grade-4 companies, namely Ji’an Changchuan Hydro-Power Co., Ltd., Guodian

Shuangliao New Energy Co., Ltd., Fuxin Julong Lake Wind Power Co., Ltd., Fuxin

Huashun Wind Power Co., Ltd., among which 4 controlled investees are included in

the consolidated statement, details of the long-term equity investments are as follows:

Book value of long-term equity investment

No.  Name of investee

Consolidated Entity

| Ji’an Changchuan Hydro-Power Co.,
Ltd.

2 Guodian Shuangliao New Energy Co.,
Ltd.

3 Fuxin Julong Lake Wind Power Co.,
Ltd.

4 Fuxin Huashun Wind Power Co., Ltd.

Total

(IV) Relationship between the clients and the appraised entity

Shareholding

percentage

%

95%

74.3%

60%

51%

Cost of investment

28,500,000.00

42,840,000.00

216,419,110.44

121,922,297.94

Unit: RMB

Book value

28,500,000.00

42,840,000.00

216,419,110.44

121,922,297.94

381,181,408.38

381,181,408.38

China Longyuan Power Group Corporation Limited*, the client, CHN Energy Northeast

Electric Power Co., Ltd., the client and the property right holder, and Guodian Northeast

New Energy Development Co., Ltd., the appraised entity, are all subordinate units of China

Energy Investment Corporation Limited, and they are related entities.
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II.

III.

(V) The clients and other users of the valuation report stipulated in the assets valuation

entrustment contract

The users of this valuation report shall be the clients.

Unless otherwise stipulated by the national laws and regulations, any agency or individual
without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.

PURPOSE OF VALUATION

Pursuant to the Minutes of the Party Committee of CHN Energy Northeast Electric Power Co., Ltd.
(14 January 2021), China Longyuan Power Group Corporation Limited* intends to acquire 100%
equity interest in Guodian Northeast New Energy Development Co., Ltd.* held by CHN Energy
Northeast Electric Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity of
Guodian Northeast New Energy Development Co., Ltd.* on the Valuation Benchmark Date, and
to provide value reference for China Longyuan Power Group Corporation Limited* in its proposed
acquisition of 100% equity interest in Guodian Northeast New Energy Development Co., Ltd.* held
by CHN Energy Northeast Electric Power Co., Ltd.

APPRAISAL TARGET AND SCOPE OF VALUATION

(I)  Appraisal target and scope of valuation

The appraisal target is the total shareholders’ equity value of Guodian Northeast New Energy
Development Co., Ltd.

The scope of valuation covers all assets and liabilities of Guodian Northeast New Energy

Development Co., Ltd.

(IT) The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guodian Northeast New Energy Development
Co., Ltd.* had assets with a total book value of RMB1,252,026,100, total liabilities of
RMB654,325,400 and net assets of RMB597,700,700, including specifically, current
assets of RMB438,491,200; non-current assets of RMB813,534,900; current liabilities of
RMB453,125,400; non-current liabilities of RMB201,200,000.
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The above asset and liability data are extracted from the balance sheet of Guodian Northeast
New Energy Development Co., Ltd.* as of 31 December 2020. The appraisal target and
scope of the valuation are the same as those involved in the economic behaviour. The book

value has been audited and a standard unqualified audit report has been issued thereon.

The physical assets as reported by the enterprise subject to valuation include buildings

(structures), machines and equipments, which have the following types and features:

1. Buildings (structures)

(1)  Buildings

Including the central control building, warehouse, oil depot, reactive power
compensation room and 35KV power distribution room, which are distributed
in the wind farm in Taojiagou Village, Beisijia Township, Beipiao, Chaoyang

City, Liaoning.

(2)  Structures

Being distributed in the wind power installation area in Taojiagou Village,
Beisijia Township, Beipiao, Chaoyang City, Liaoning, mainly consisting of the
cable trench, the roads inside the booster station, the emergency oil pools, the

drainage system of the station area, the fence and the gate.

2. Equipment

(1)  Machines and equipments

The machines and equipments mainly include wind turbines of UP82-1500,
wind turbine towers of 65MTC3A, box-type transformers, 660KV main
transformers, integrated circuits, wind power component arrays, 35KV
integrated circuits, 35KV main switchgear, 35KV AC high-voltage switchgear,
35KV power cables, power station monitoring systems, remote monitoring

systems, polysilicon stands and other wind power generation equipment.
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&)

&)

(I11)

Vehicles

The transportation equipment include vehicles for production and office use
such as Volkswagen brand SVW72010EJ car, Jeep Compass [J4ANF4FB compact
off-road passenger car, Great Wall off-road vehicle CC646DKM?29 compact
passenger car and Harvard brand CC64665UM28B compact passenger car, etc.

Electronic equipment

Electronic equipment include various kinds of office equipment such as
computers, air conditioners, data dispatching network equipment, printers,
copying machines, etc., which are located in the office areas of the company.
There are various specifications of general equipment, and some equipment with

the same name have a wide range of prices due to their different specifications.

Under the management of equipment department, the equipment of the company

is regularly repaired, well maintained and in a good working condition.

The intangible assets recorded in or off the book of the enterprise

1. As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as

reported by the enterprise included the land use rights of 6 parcels of land and other 8

intangible assets (mainly financial software and file systems) recorded in the book, the

details of which are as follows:

No.

(=Y

Certificate No. of

land use rights/real Acquisition Acquisition ~ Pledged
estate ownership  Right holder method Area(m)  Location Use of land date  ornot
Bei Piao Guo Yong ~ Guodian Beipiao Wind Power ~ Transfer 3992300 Taojiagou Villageand  Public facilities ~ 2011/1J1 ~ NO
[2011] No. 11241 Generation Co., Lid. Wangzengdian Village,

Beisijia Township
Bei Piao Guo Yong ~ Guodian Beipiao Wind Power ~ Transfer 1541800 Taojiagou Village, Beisijia Public facilities ~ 2011/12/1 ~ NO
[2011] No. 11242 Generation Co., Ltd. Township
Bei Piao Guo Yong ~ Guodian Beipiao Wind Power ~ Transfer 52200 Beisijia Village, Public facilities ~ 011/121  NO
[2011] No. 11243 Generation Co., Ltd. Taojiagou Village and

Wangzengdian Village,

Beisijia Township
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Certificate No. of
land use rights/real Acquisition Acquisition ~ Pledged

No. estateownership  Right holder method Area(m’)  Location Use of land date  ormot

4 Bei Piao Guo Yong ~ Guodian Beipiao Wind Power  Transfer 1533700 Wangzengdian Village, ~ Public facilities ~ 2011/121 ~ NO

[2011]No.11244  Generation Co., Ltd. Beisijia Township

5 Bei Piao Guo Yong ~ Guodian Beipiao Wind Power ~ Transfer 19.285.00  Taojiagou Village, Beisijia Public facilities ~ 2011/12/1 ~ NO
[2011] No. 11245 Generation Co., Ltd. Township

b Bei Piao Guo Yong ~ Guodian Chaoyang New Energy - Transfer 9941900 Beisijia Township Forplacement — 0148/11  NO
[2014) Co, Ltd. of new energy
No. 140744 facilities

The 6 parcels of land within the scope of valuation have a total area of 189,904.00
square meters, and the compensation costs for the occupation of the land use rights of
the 6 parcels of land have been allocated to fixed assets such as buildings, structures

and equipment.
Intangible asset recorded off the book
The unrecorded intangible asset within the scope of the enterprise’s reporting is 1

patent for invention for a DC pitch system fault snapshot system for wind turbines

and its monitoring method (under substantial examination), the details of which are as

follows:
Category/category
Content or name Date of application Application number number
| DC pitch system fault snapshot system for ~ 2020-08-16 CNI11911363A Invention Patent (under
wind turbines and its monitoring method substantial examination)
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IV.

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

(V)

As of 31 December 2020, the Valuation Benchmark Date, the off-balance-sheet asset within
the scope of reporting by the appraised entity was 1 patent for invention (under substantial
examination). Please refer to “III. APPRAISAL TARGET AND SCOPE OF VALUATION
— (IIT) The intangible assets recorded in or off the book of the enterprise” in the Valuation

Report for details.

The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the Valuation Benchmark Date as
set out in the valuation report are the audited results stated in the Special Audit Report and
Financial Statements in relation to the Appraised Entity issued by Baker Tilly China Certified
Public Accountants LLP (Tian Zhi Ye Zi [2021] No. 26637) (covering the years 2018-2020)

on 15 April 2021. Save for this, no reports from other agencies have been cited.

TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation subject is determined to be the

market value.

The market value is defined as the estimated price of the appraisal target in a normal and arm’s

length transaction between a willing purchaser and a willing seller acting reasonably and without

compulsion as at the Valuation Benchmark Date.

VALUATION BENCHMARK DATE

The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
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VI.

BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
(I)  Basis of economic behaviour

1. Minutes of the Party Committee Meeting of CHN Energy Northeast Electric Power
Co., Ltd. (14 January 2021);

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({H#E A RN H] & 2 5T AL
%)) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China ({H % A\ R ALFIE] L H)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China ({13 A\ RILFNE FEI51E)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Enterprise Income Tax Law of the People’s Republic of China ({H#E A R ILAIE 4>
F 1S 8i1%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

5. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China (¢ #E A R AN B A 2E AT 5 BLIE EEWR 1)) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No.714 of the State Council of the People’s Republic of China
on 23 April 2019);
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6. Vehicle Acquisition Tax Law of the People’s Republic of China ({H#& A R L[5 51
Il % 5 B ¥4 )) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

7. General Rules of Loans ({34 HI])) (the People’s Bank of China);

8. Land Administration Law of the People’s Republic of China ({13 A [ ILANEH +
A HEEE)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

9. Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (<A B B A ol 85 B A & 2 5
ATHCE 7 2~ I R A A AR A R ) (BRI [2001110255%));

10. Notice on Issues Relating to Strengthening the Administration of Enterprise
State-owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (B Jin 5 1>
S A A B TR R P 2 ) (I 2 7 HE (2006127458 )

11.  Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B> 2 BA & wEAG o 38 4%
AR A TR S ZEL A 8 0 ) (IR E 2009194 155%));

12.  Notice on the Issuance of Detailed Rules for the Implementation of the Administrative
Measures for State-owned Assets Assessment (Guo Zi Ban Fa [1992] No.36) (<BiREN
B < A7 Al FEA I AT A > 10 2 ) (I R (1992136 %5%));

13.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of
the State Council) (B4 %/ e fili B 2L (BB BE 4 55 919%));

14.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) (({b3€B A &2 BB A B A7 01D (BB e 2 #5378 98 - BB e & 46
S885E1EHT));

15. Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) (A ZE B A & 7 58 ) BB 7
) (BEZ 4 3258));
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16. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({{&E B A & & 74l
BB ATHRE) (BB B B E 2 2 50 1298));

17.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) ({13 B4 & #EA5TE
H A5 TAERE 51D (& 352 E[2013]645F));

18.  Law of the People’s Republic of China on State-owned Assets of Enterprises ("% A
LRI A 25 A7 & 5 15)) (passed at the Sth meeting of the Standing Committee of

the Eleventh National People’s Congress on 28 October 2008);

19.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(COBEE ATl A S BV B B A T ) (o 3 A RSN 8 B R 4 55 86558

20. Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (<&
Hh ok b S A AR Tt A A ] S L) 2 ) (I EE E (201011 1558));

21.  Administrative Measures for the Material Asset Reorganisation of Listed Companies
(CSRC Decree No. 109 and CSRC Decree No. 127) (T2 7 8 K & A 5 AL B
) (R G LH 10958 > @E A% 12758));

22.  Other laws, regulations and rules related to the valuation.

(IIT) Basis of valuation standards
1. Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);
2. Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

3. Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

4. Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

5. Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);
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6. Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

7. Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

8. Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

9. Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

10.  Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

11.  Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);

12.  Practicing Standards for Asset Valuation —Valuation Methodology (Zhong Ping Xie
[2019] No. 35);

13.  Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);

14.  Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);

15.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

16.  Guiding Opinions on Valuation of Patent Assets (Zhong Ping Xie [2017] No. 49);

17.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

18.  Guiding Opinions No. 6 for Asset Valuation Expert —Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);
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19.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

20.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);
21.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership

1. Motor Vehicle Driving Permit;

2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate and related affirmation of property rights;

3. Patent certificates and related affirmation of property rights;
4. Contracts or certificates for purchase of significant assets;
5. Other references.

(V) Basis of price determination

1. Decision of the State Council on Repealing the Provisional Regulations on Business
Tax of the People’s Republic of China and Amending the Provisional Regulations on
Value Added Tax of the People’s Republic of China (<[EIH bt B i 8% 1 < #E A R 3%
0B SEBLE AT e 0> FNE B < 3 N R AL AN B S (BB AT R B> HO IR ED ) (Decree
No. 691 of the State Council of the People’s Republic of China on 19 November
2017);

2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General

Administration of Customs Announcement No. 39 of 2019);
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10.

1.

12.

13.

14.

15.

Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

Loan prime rate (LPR) announcement authorized to be published by the National
Interbank Funding Centre on 21 December 2020;

ZOL (FFBAK #E47), PConline (K-FIF B S 4);

Autohome (RHLZ K H);

Landvalue ([0 1 {5 B I 4H);

Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s
Republic of China NB/T31011-2019);

Estimated Quota of Onshore Wind Farm Projects (NBT 31010-2019);

Quota for Property Construction and Decoration Project in Liaoning Province (2017),
Cost Standards for Construction Project in Liaoning Province for 2017, Quota for
General Installation Project, and Prices of Materials for Construction Project in

Liaoning Province (December 2020);

Comprehensive Land Price for Land Acquisition Area in Chaoyang City (Chao Zheng
Fa [2015] No. 60);

Supplementary Notice on Matters in relation to Certain Opinions on Promoting the
Healthy Development of Non-water Renewable Energy Power Generation (Cai Jian
[2020] No. 426);

The audit results of the special audit report and financial statements of the appraised
entity (covering the years 2018 to 2020) issued by Baker Tilly International Certified
Public Accountants (Special General Partnership) on 15 April 2021 (Tian Zhi Ye Zi

[2021] No. 26637);

Information on future earnings estimations provided by the clients and other relevant

parties in accordance with the law;

Other references.
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(VI) Other references

1. Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

2. Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

3. 38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

4. Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 Edition);

5. 2020 Report on the Evaluation of the Performance of Listed Companies in China;
6. Wind Information Financial Terminal;
7. Investment Valuation (written by [US] Damodanran, translated by [Canada] Lin Qian,

Tsinghua University Press);

8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim ¢ Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic
Industry Press);

9. Letter of request for quotation for equipment;

10.  Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

11.  Other references.
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VIIL.

VALUATION METHODS

Introduction of the Income Approach

Overview

According to the relevant regulations of state administration authorities of the PRC, the
Practice Standards for Asset Appraisal-Enterprise Value as well as international and domestic
appraisal practices for similar transactions, the valuer decided to estimate the equity capital
value of the appraised entity by using the discounted cash flow (DCF) method based on the

income approach.

The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.

Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;

-192 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark

date, and their values are measured separately;

(3)  The enterprise value of the appraised entity is obtained by summing up the values
of the aforesaid assets and liabilities, and the total shareholders’ equity value of the
appraised entity is obtained after deducting the value of interest-paying debts.

3. Valuation Model

(1)  Basic Model
The basic model for this valuation is:

E=B-D (1)

Wherein:

E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;
B=P+I1+C (2)
P: Value of operating assets of the appraised entity;

n
P=Y[Rx(1+n)+p, x(1+r)"
i=1 (3)
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Wherein:
R;:  Expected income of the appraised entity in Year i in the future (free cash
flows);

P, Consideration of the recoverable value of related assets including working

capital, fixed assets and intangible assets at the end of the operating period;

I Discount rate;
n: Future operating period of the appraised entity;
C: Value of surplus or non-operating assets (liabilities) of the appraised entity

existing as at the benchmark date;

C=C+6 )

C,:  Value of current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;

C,:  Value of non-current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;
D: Value of interest-bearing debts of the appraised entity;
I: Long-term equity investment value of the appraised entity;
(2)  Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the income

indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on interest-bearing
debts after tax — Additional capital (5)

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development and
others. The free cash flows in the future operating period are discounted and summed

up to calculate the value of operating assets of the enterprise.
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(3)  Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted average
cost of capital (WACC) model:

r=rd><wd+re><we (6)

Wherein:

W4 Debt ratio of the appraised entity;

D
(E+D) (7

W.: Equity ratio of the appraised entity;

Wq =

W, = E
e =
(E+D) (8)
Iy Interest rate of interest-bearing debts after income tax;
o Cost of equity capital. In this valuation, the cost of equity capital (r.) is

determined by the capital asset pricing model (CAPM);

rezrf+,8€><(rm—rf)+£ )
Wherein:
Iy Risk-free return rate;
r,:  Expected market return rate;
e 1 Characteristic risk adjustment factor of the appraised entity;

B .. Expected market risk factor of the equity capital of the appraised entity;

D
Bo=PBux (1+(1-1)xP) o

p .. Expected unlevered market risk factor of comparable companies;

Bt
D;

Pu =
(11)
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B Expected market average risk factor of stocks (assets) of comparable
companies;
B¢ = 34%K + 66%p0, (12)
Wherein:
K: Expected average risk value of stock market in the future, for which it

normally assumes that K=1;

B Historical market average risk factor of stocks (assets) of comparable
companies;

D;, E:: Interest-bearing debts and equity capital of comparable companies,
respectively.

VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION
PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

1. In early January 2021, the valuation agency entered into the site for the preparation of

preliminary work;

2. In early January 2021, the clients convened the intermediary coordination meeting
for the project, and all parties concerned reached consensus on the purpose of this
valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.

(IT) On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

1. The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.
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2. Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

3. Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.

4. Verified the fixed asset by way of random check based on the statements of asset
inspection, valuation and declaration, and carried out random stock-taking on the

physical inventory assets in the current assets.

5. Reviewed and collected the title certificates of the appraised assets.

6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.
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(IIT) Valuation Summarization

In late March 2021, we checked the declaration contents provided by the appraised entity,

and adjusted, amended and improved such valuation results where necessary.

(IV) Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.
IX. VALUATION ASSUMPTIONS
The appraisers followed the following assumptions in this valuation:
I General Assumptions
1 Transaction Assumption
The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most
fundamental premise assumption for the further implementation of the asset valuation.
2. Open Market Assumption
The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational

judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.
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3. Going Concern Assumption

The going concern assumption is the assumption made by taking the overall assets of
the enterprise as the appraisal target. Namely, the enterprise, as the operation entity,
can continue to operate in accordance with the business objectives under the external
environment where it exists. The enterprise operators are responsible for and capable
of taking responsibility; in order to maintain the ability of continuous operation, the
enterprise can operate legally and obtain appropriate profits. For all kinds of operating
assets of the enterprise, they can be used continuously based on their current purpose,
method, scale, frequency and environment of application, or can be used on a changed

basis.

(IT) Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates of the appraised entity in the future

operating period.

3. The management of the appraised entity will diligently fulfill their responsibilities in
the future operating period, and it will continue to operate on the basis of the operation

and management model as at the benchmark date.

4. The main business, the composition of revenue and cost, the sales strategy and cost
control of the appraised entity in the future operating period will remain in the same

condition as they are in recent years without major changes.

5. The expenses of the appraised entity in the future operating period will not change
significantly on the current basis, and will continue its change trends in the recent
years. Given that the monetary funds or bank deposits of the enterprise vary frequently
in the course of production and operation, neither the interest income from deposits,
nor other uncertain profits and losses including exchange gains and losses are taken

into consideration in the valuation.
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6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.

7. In this valuation, it is assumed that the acquisition and utilisation methods of the sites
for production and business operation of the appraised entity will remain consistent

with those as at the Valuation Benchmark Date without changes.

8. According to the “Enterprise Income Tax Law of the People’s Republic of China
(CHPHE N RICHA B S SE T 138175 )) (passed at the seventh meeting of the Standing
Committee of the 13th National People’s Congress on 29 December 2018), “under
Article 27, the following income of an enterprise may be subject to the exemption
or reduction of enterprise income tax: (II) the income gained from investment and
operation of public infrastructure projects supported by the state;” the Notice of the
Ministry of Finance and the State Administration of Taxation on Issues Concerning
Preferential Enterprise Income Tax Policies for Public Infrastructure Projects and
Environmental Protection, Energy Saving and Water Conservation Projects ( {(Hf L
B 2 i 5 AR B i > S R R e T 1) R B85 R 0 A T K TH I A 36 P 15 B0 48 2R
I E A %N)) (Caishui [2012] No. 10), “the income of an enterprise gained from
engaging in the investment and operation of public infrastructure projects approved
before 31 December 2007 that meet the requirements of the Catalogue of Public
Infrastructure Projects Eligible for Enterprise Income Tax Preferential Treatment
(CAFLERER B IA B 5B 2 H #)) and the income gained from engaging
in the environmental protection, energy saving and water conservation projects
approved before 31 December 2007 that meet the requirements of the Catalogue of
Environmental Protection, Energy Saving and Water Conservation Projects Eligible
for Enterprise Income Tax Preferential Treatment ((ERIE{R7E - HigeEi/KIH H 1
HTSBLEE H#)), are entitled to the preferential exemption or reduction of
enterprise income tax for the remaining years from 1 January 2008 in a tax holiday of
a 3-year full exemption followed by a 3-year 50% exemption (the “3+3 tax holiday”)
calculated in accordance with the provisions of the new tax law commencing from
the tax year in which the first production and operation income is obtained from the
project”. As the new wind power projects are included in the Catalogue of Public
Infrastructure Projects Eligible for Enterprise Income Tax Preferential Treatment, both
the Beisijia Power Station and the Taojiagou Power Station of Guodian Northeast New
Energy Development Co., Ltd.* have already enjoyed the preferential policy of “3+3

tax holiday” and will no longer enjoy upon expiry.
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9. Pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Value Added Tax Policies for Wind Power Generation (B BUER ~ B R B 48 = BA
A B A7 8% TE B (B BB SR Y38 1)) (CaiShui [2015] No. 74), “taxpayers who sell their
self-produced power products using wind power are entitled to an immediate 50%
refund of the VAT from 1 July 2015.”, it is assumed that the wind power projects will

continue to enjoy an immediate 50% refund of the VAT in this valuation.

10. It is assumed that the state subsidies on electricity tariff receivable by the appraised
entity in previous years will be fully recovered by 2022, and the recovery of the state

subsidies after 2022 will be deferred for two years.

11.  According to the power purchase and sale contract of wind farms signed in June 2020
between State Grid Liaoning Electric Power Supply Co., Ltd. and Guodian Northeast
New Energy Development Co., Ltd.*, in relation to Beisijia Power Station Project
with an installed capacity of 49.5 MW and Taojiagou Power Station Project with an
installed capacity of 48 MW, it is agreed in the contract that the on-grid tariff of wind
power of Beisijia Power Station and Taojiagou Power Station is RMB0.62/kWh (tax
inclusive), subject to the approval by the competent government price authorities or
in accordance with the regulations of the competent government price authorities. In
particular, the settlement price of Guodian Northeast New Energy Development Co.,
Ltd.* as the seller, which is the benchmark tariff of electricity generated by coal-fired
power generating units approved or confirmed by the competent government price
authorities, plus provincial subsidies, is RMB0.62/kWh (tax inclusive) for Beisijia
and Taojiagou. The renewable energy subsidy is RMBO0.2451/kWh (tax inclusive)
for Beisijia and Taojiagou. The term of the contract is from 1 January 2020 to 31
December 2020, and it is assumed that the contract will be renewed upon expiry in

this valuation.
12. It is assumed that subsequent to the Valuation Benchmark Date, the cash inflows of
the appraised entity represent average inflows and its cash outflows represent average

outflows.

When conditions stated above change, valuation results will generally become invalid.
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X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, science and objectivity, we carried out
the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management on
the future development trend and business planning, and on the premise of the implementation of
business collaboration, management collaboration, financial collaboration, milestone events, etc.,
the total shareholders’ equity value of Guodian Northeast New Energy Development Co., Ltd.* was
valuated by income approach on the benchmark date of 31 December 2020. The conclusions were as

follows:

(I)  Valuation conclusion of the income method and analysis on the reasons for changes in

valuation

1. Valuation conclusion of the income method

Upon implementation of valuation procedures including checking and verification,
on-site inspection, market survey and confirmation as well as assessment and
estimation, the discounted cash flow method (DCF) was used to assess the estimated
value of the total shareholders’ equity of Guodian Northeast New Energy Development
Co., Ltd.* (BEHRILH eI AR/ A]). As of the Valuation Benchmark Date of
31 December 2020, the book value of owners’ equities of Guodian Northeast New
Energy Development Co., Ltd.* was RMB597,700,700, and the appraisal value was
RMB794,000,000, with an appreciation of RMB 196,299,300 or 32.84%.

2. Analysis on the reasons for changes in valuation

The valuation expresses an appreciation of RMB196,299,300 or an appreciation rate of
32.84% in the appraisal value of the total shareholders’ equities of Guodian Northeast
New Energy Development Co., Ltd.* by using the income method. The changes and
reasons were mainly due to the stable operation of the currently operated projects
including Beisijia Power Station and Taojiagou Power Station since grid-connected
power generation. At the same time, Beisijia Power Station and Taojiagou Power
Station had entered into the renewable energy subsidy catalogues, the trade receivables
were collected in a timely manner and overall profitability of the enterprise was

relatively sound than the assets size.
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(IT)  Analysis on the valuation results and the final valuation conclusion

1. Analysis of difference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB794,000,000, which was RMB42,026,900 or 5.59% higher than that
of RMB751,973,100 calculated with the asset-based method. The main reasons for the

difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;

(2)  In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.

Given the above, there is a difference between the results from the two valuation

methods.

2. Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. Although the asset-based method
objectively reflects the market value of owners’ equity of an enterprise from the
perspective of asset construction, we are of the view that when revenues and costs in
the income method can be predicted more reasonably and when future uncertainties
are small or can be estimated normally, the income method can reflect the value of all
shareholders’ equity as at the benchmark date in a more objective and reasonable way,

compared with the valuation results of the asset-based method.
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In conclusion, we were of the view that the valuation results of the income method
could better reflect all shareholders’ equities of Guodian Northeast New Energy
Development Co., Ltd.*, thus the valuation results of the income method were taken
as the final conclusion of the valuation. The value of all shareholders’ equities of
Guodian Northeast New Energy Development Co., Ltd.* arrived thereafter was
RMB794,000,000 as at the Valuation Benchmark Date.

3. Consideration of the impact of right of control and liquidity on the value of the

appraisal target

Neither had the report taken into account the premium that may incur due to the right

of control, nor the impact of the liquidity on the value of the appraisal target.
XI. NOTES ON SPECIAL MATTERS
(I)  Defects of property rights
(1) Houses and buildings
As at the Valuation Benchmark Date, there were a total of six houses with defects of
property rights in the houses and buildings reported by the appraised entity, which

have no relevant property ownership certificates.

Schedule of Major Production Buildings without
Property Ownership Certificates

Year and Month of Unit of

No. Building Name Structure Completion Measurement Area (m')

1 Warehouse (Chaoyang) Framework structure Taojiagou Village, Beisijia it 48
Township

2 Central control towers Framework structure Taojiagou Village, Beisijia it 1,385.39
(Beipiao) Township

3 Oil depot (Beipiao) Brick concrete (roof colorful  Taojiagou Village, Beisijia f 202
steel plate) Township

4 Reactive power compensation ~ Framework structure Taojiagou Village, Beisijia it 99.36
device room (Beipiao) Township

B 35kv electricity distribution  Framework structure Taojiagou Village, Beisijia it 255.33
room (Beipiao) Township

6 Diesel generator room Brick concrete (roof colorful  Taojiagou Village, Beisijia f 18.07
steel plate) Township

Total 2,008.15
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As at 28 April 2021, the appraised enterprise has applied for the property ownership
certificates for properties without property ownership certificates.

(2) Land use right

As of the Valuation Benchmark Date of 31 December 2020, there were a total of six
land with defects of property rights in the land use rights declared by the appraised
entity, which have inconsistencies between the obligee on the certificates and the

actual user. Details of which are set out as below:

Schedule of the Inconsistencies between the Obligee on the
Certificate and the Actual User

Land use right Obligee on the
No. certificate No. Land location Nature of land  certificate Actual user
1 Beipiao Guo Yong Tao jiagou Village allocated Guodian Beipiao ~ Guodian Northeast
[2011] No. 11241 and Wangzengdian Wind Power New Energy
Village, Beisijia Generation Co., Development Co.,
Township Ltd. Ltd.*
2 Beipiao Guo Yong Taojiagou Village, allocated Guodian Beipiao ~ Guodian Northeast
[2011] No. 11242 Beisijia Township Wind Power New Energy
Generation Co., Development Co.,
Ltd. Ltd.*
3 Beipiao Guo Yong Beisijia Village, allocated Guodian Beipiao ~ Guodian Northeast
[2011] No. 11243 Taojiagou Village Wind Power New Energy
and Wangzengdian Generation Co., Development Co.,
Village, Beisijia Ltd. Ltd.*

Township
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(ID

(IIT)

Land use right Obligee on the
No. certificate No. Land location Nature of land  certificate Actual user
4 Beipiao Guo Yong Wangzengdian allocated Guodian Beipiao Guodian Northeast
[2011] No. 11244 Village, Beisijia Wind Power New Energy
Township Generation Co., Development Co.,
Ltd. Ltd.*
5 Beipiao Guo Yong Taojiagou Village, allocated Guodian Beipiao Guodian Northeast
[2011] No. 11245 Beisijia Township Wind Power New Energy
Generation Co., Development Co.,
Ltd. Ltd.*
6 Beipiao Guo Yong Beisijia Township allocated Guodian Chaoyang ~ Guodian Northeast
[2011] No. 140744 New Energy Co., ~ New Energy
Ltd Development Co.,
Ltd.*

As at 28 April 2021, the appraised enterprise has changed the right holders contained
in the certificates of land use rights, and all the above right holders contained in the
certificates of land use rights have been changed to Chaoyang Branch of Guodian

Northeast New Energy Development Co., Ltd.*
Pledge and guarantee
As of the Valuation Benchmark Date, there is no pledge and guarantee found in the report.
Uncertainties including unresolved matters and legal disputes

Ji’an Changchuan Hydroelectric Power Co., Ltd.* (48 &R JI17K J1 48 8B A R /A Fl), a long-term
investment entity included in the scope of this valuation, was forced to suspend the Wenyue
(Changchuan) Hydropower Power Generation Project invested by it due to the approval
issue of the project. In August 2012, given that the State Grid Corporation submitted to
the National Development and Reform Commission and the Ministry of Foreign Affairs to
adjust the administrative authority in the development and construction of the China-North
Korea Boundary River at the national level, which increased the difficulty in the approval
of the project, North Korea has more variables in the implementation of the contract, and
the project development right has been actually controlled by the State Grid Corporation,
thus after a comprehensive weighing of the regional production and operation work and
the specific management relationship with the State Grid Corporation, the Company had to

decide to withdraw from the development of Wenyue project.
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According to relevant requirements on the disposal of inefficient and invalid assets by the
group company, Northeast Company has listed Wenyue (Changchuan) Project of China-North
Korea as a liquidation and cancellation unit in 2015. In October 2017, the original 7 official
employees of Ji’an Changchuan Hydroelectric Power Co. Ltd. completed the diversion and
resettlement work, and the bank accounts and social security accounts have been closed.
The approval of business license accounts closing and filing of industrial and commercial
deregistration have been prepared, and the Company is now actively seeking for the support

from the local court to carry out bankruptcy liquidation.

In 2011, Ji’an Changchuan Hydropower Co., Ltd. and Sinohydro Northeast Survey, Design
and Research Institute Co., Ltd. entered into the Contract for Survey and Design of Wenyue
Hydropower Station on the China-North Korea Boundary River (Initial Design, Bidding and
Technical-construction Drawing Design Stage), pursuant to which, the survey and design fee
was RMB41,980,000, and the survey and design fee during the initial design stage accounted
for 55.5% of the total value of the contract, that is RMB23,298,900; 85% of which was
completed as at 27 September 2012, that is RMB19,804,000; as at the Valuation Benchmark
Date, the survey and design fee of RMB5,000,000 has been paid and the outstanding survey
and design fee was RMB14,804,000. We hereby draw the attention of the clients and the users

of the report to the above matters.
(IV) Significant subsequent events

1. As at 31 December 2020, Guodian Northeast New Energy Development Co., Ltd.*
holds 74.32% equity interests in Shuangliao New Energy Wind Power Generation Co.,
Ltd.* (B2 Ik ) 85 % A PR/ F), a long-term investment entity. As Shuangliao
Electric Power Industry Co. Ltd.* (%% JJEH AR F(L/AA), a shareholder
of Guodian Shuangliao New Energy Wind Power Generation Co., Ltd.*, paid a
supplementary capital of RMB26,360,000 on 25 January 2021 after the benchmark
date, resulting in the equity interests held by Guodian Northeast New Energy
Development Co., Ltd.* in Guodian Shuangliao New Energy Wind Power Generation
Co., Ltd.* changed from 74.32% to 51%.

2. As at 28 April 2021, the appraised enterprise has applied for the property ownership

certificates.
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(V)  Other matters required to be explained

1. As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.

2. The premium and discount arising from factors such as the right of control and
minority interests were not considered in this valuation when it involved the

converting of certain equities.

3. The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, and nor undertake the responsibility of
decision-making by relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

4. The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.

5. The scope of this valuation and the data, financial statements and relevant
information used in this valuation are provided by the appraised entity. The clients
and the appraised entity are responsible for the authenticity and completeness of the

information provided.
6. The relevant title documents of ownership rights and related information involved in

the valuation report are provided by the appraised entity. The clients and the appraised

entity bear legal liability for the authenticity and legality of the information provided.
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7. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.

8. The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.

9. The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.

10.  If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of valuation, it should be dealt with in accordance with

the following principles:

(1)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets’ prices which has a significant
impact on the asset valuation results, the clients should promptly engage a

qualified assets valuation agency to re-determine the appraisal value;
(3)  In the event of any change in the quantity of assets or the standard of price after

the Valuation Benchmark Date, the clients should give full consideration to the

actual value of the assets and make corresponding adjustments.
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11.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of
Nonaqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No.5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No.5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions”. Among
the wind power projects entrusted for valuation, the vast majority of wind farms
are entitled to continue to generate electricity within 2 tol0 years of the remaining
life period after enjoying the full life cycle subsidies. Such power generation will
no longer be subsidized by the central government, but can participate in green
certificate transactions and carbon transactions according to the policy. As there are
great uncertainties in the market and price of green certificate transactions and carbon
transactions after the benchmark date, thus the income brought by green certificate
transactions and carbon transactions to wind farms was not considered in this

valuation. Attention of relevant users of the report shall be drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER GROUP
CORPORATION LIMITED* OF 100% EQUITY INTEREST IN
GUONENG DINGBIAN NEW ENERGY CO., LTD.*

HELD BY CHN ENERGY SHAANXI ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1 [2021] NO. 1469

To CHN Energy Shaanxi Electric Power Co., Ltd. and China Longyuan Power Group Corporation

Limited*,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* (4 & 7 #7448 B A FRA
7)) has appraised the market value of all shareholders’ equity interest in Guoneng Dingbian New Energy
Co., Ltd.* (HREEEHAETRA FR/A F]) involved in the economic behaviour of the proposed acquisition
by China Longyuan Power Group Corporation Limited* (FEJ 7 JJ £E B A A FR/AF]) of 100% equity
interest in Guoneng Dingbian New Energy Co., Ltd.* held by CHN Energy Shaanxi Electric Power
Co., Ltd. as at 31 December 2020, the Valuation Benchmark Date, by way of adopting the asset-based
approach and the income approach and carrying out necessary valuation procedures in accordance with
the requirements of the laws, administrative regulations and asset valuation standards while sticking to the

principles of independence, objectiveness and fairness. Details of asset valuation are reported as follows:
I. CLIENTS, APPRAISED ENTITY AND OTHER USERS OF VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited* and
CHN Energy Shaanxi Electric Power Co., Ltd. are the clients, and Guoneng Dingbian New Energy
Co., Ltd.* is the appraised entity.

(48] Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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Overview of Another Client

Name: CHN Energy Shaanxi Electric Power Co., Ltd. (“CHN Energy Shaanxi”)

Registered address: Building 2, Huading International, 31 Keji Sixth Road, High-tech Zone,
Xi’an City, Shaanxi Province

Legal representative: Yang Shangqian (4 ¥ #it)

Registered capital: RMB3,415,906,600

Economic nature: limited liability company (wholly owned by a legal person that is not

invested in or controlled by a natural person)

Date of establishment: 29 July 2010

Term of operation: no fixed term

Unified social credit code: 91610000559379373B

Business scope: development, investment (only with self-owned assets), construction,
operation and management of power supply, heat source, heating network, water resources
and new energy resources; organization of production and sales of power (heat), power plant
waste and its comprehensive utilization products; complete sets of power equipment and its
auxiliary, engineering construction and supervision, bidding agency, material distribution,
equipment maintenance, scientific and technological development and other power-related
businesses; house leasing and property management; foreign trade and circulation operation,
international cooperation and foreign project contracting; power-related communication,
information, environmental protection and electric power scientific research, technology
development, intermediary services and consulting services. (For projects subject to approval
pursuant to the laws, operating activities shall commence upon receipt of the approval from

relevant authorities.)
Overview of the Appraised Entity

Name of enterprise: Guoneng Dingbian New Energy Co., Ltd.* (“Dingbian New Energy”)
Domicile of enterprise: Fanshigou Village, Zhuanjing Town, Dingbian County, Yulin City,
Shaanxi Province

Legal representative: Bao Ding (£l 4%)

Registered capital: RMB176,500,000

Type of company: limited liability company (wholly owned by a legal person that is not
invested in or controlled by a natural person)

Date of establishment: 16 October 2014

Term of operation: 16 October 2014 to 29 March 2037

Unified social credit code: 916108253057555513
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1. Historical development

Guoneng Dingbian New Energy Co., Ltd.* (the “company”) hereafter, a wholly-owned
company by a legal person, was established by Guodian Shaanxi Electric Power
Co. Ltd.* (5 FE VY /1A PR/ 7)), with the registered place at Fanshigou Village,
Zhuanjing Town, Dingbian County, Yulin City, Shaanxi Province. The company was
established by Guodian Shaanxi Electric Power Co. Ltd.*, the shareholder, on 27 June
2014 upon the approval (Guodian Ji Ren [2014] No. 240) (IH %4 A[2014]2405%),
and was registered with the Industrial and Commercial Bureau of Dingbian County,
Shaanxi Province on 16 October 2014, with the headquarters located in Xi’an City,
Shaanxi Province. Its parent company is Guodian Shaanxi Electric Power Co. Ltd.*,
and its group headquarters (ultimate parent company) is China Energy Investment
Corporation Limited (18 % A8 IR 5% & 4 B A PR ELAE 22 1)), Tts registered capital was
increased from RMB4 million to RMB120 million, RMB130 million, RMB140 million
and RMB176.5 million on 27 June 2017, 6 December 2017, 12 April 2018 and 23
January 2019, respectively. On 17 December 2020, the shareholder changed from
Guodian Shaanxi Electric Power Co. Ltd.* to CHN Energy Shaanxi Electric Power
Co., Ltd., and its own name was changed from Guodian Dingbian New Energy Co.,

Ltd.* to Guoneng Dingbian New Energy Co., Ltd.*
2. Corporate profile

The company currently has two wind farms in operation and one wind power project
under construction, namely Zuozhuang 100 MW wind farm, Xinzhuang 100 MW wind

farm and Chenliang 49.6 MW wind power project under construction.

Zuozhuang 100 MW wind farm, consisting of Huangwan 50 MW wind power project
and Shengliang 50 MW wind power project, was constructed by Guoneng Dingbian
New Energy Co., Ltd.* The projects are located within Zhuanjing Town, Dingbian
County, Shaanxi Province, with the altitude of the farm area between 1600 m to
1850 m above sea level. They were designed to have a total of 50 sets (each project
with 25 sets) of UP2000-115S low-temperature wind turbines installed, which were
manufactured by Guodian United Power Technology Co., Ltd.. 25.6 km of roads
within the farm have been newly repaired, 23.8 km of existing roads have been
reconstructed, and about 40 km of new 35 kV collection lines have been erected. A
110 kV booster station has been build and a 100 MV A master substation has been
installed in aggregate for the two wind power projects, which have been connected
to the Dingbian 330 kV Haotan Confluence Station that has been put into operation
through a self-built 110kV transmission line of about 16.7 km. For the Huangwan

project and the Shengliang project, approvals and replies were obtained from the
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Shaanxi Provincial Development and Reform Commission in December 2013, the
commencement decision was passed by China Guodian Corporation in August
2015, the filing of commencement was completed with the Northwest China Energy
Regulatory Bureau of National Energy Administration in October, and the evaluation
of commencement was passed by Guodian Shaanxi Electric Power Co. Ltd.* and
construction was officially commenced in November. It was officially transferred to

commercial operation in April 2017.

Located in Zhuanjing Town and Anbian Town, Dingbian County, Shaanxi Province,
Xinzhuang 100 MW wind farm project was constructed by Guoneng Dingbian New
Energy Co., Ltd.*, with an altitude of about 1700 m. With a total installed capacity
of 100,000 kW, Xinzhuang wind farm was designed to have 50 sets of UP2000-121S
low-temperature wind turbines installed, which were manufactured by Guodian
United Power and connected to the Xinzhuang 110 kV booster station through four
loops of 35 kV collection lines within the farm, and have one 100MVA master
substation installed, which was connected to the Zuozhuang booster station (Huangwan
Shengliang booster station), which has been put into operation, through one loop
of 110 kV outgoing line of about 12 km. For the Xinzhuang wind power project,
approvals and replies were obtained from the Shaanxi Provincial Development and
Reform Commission in December 2015, the commencement decision was passed
by CHN Energy in April 2018, the evaluation of commencement was passed by
Guodian Shaanxi Electric Power Co. Ltd.* in August, and construction was officially
commenced on 31 August. It was officially transferred to commercial operation in
March 2020.

Located in Dingbian County, Yulin City, Shaanxi Province, the Chenliang 49.6 MW
wind power project under construction has an actual installed capacity of 49.6 MW,
consisting of: 12 sets of wind power generation turbines with a single unit capacity
of 2 MW and a hub height of 80 m and 8 sets of wind power generation turbines with
a single unit capacity of 3.2 MW and a hub height of 100 m. New roads have been
constructed and two loops of new 35 kV collection lines have been erected within the
farm. The project was expanded with a newly built 110 kV booster station, in the field
reserved for which, a 100 MV A master substation, a 35 kV power distribution room
and buildings and structures required for production and life were constructed, which
have expanded Chenliang wind farm project and connected to the Zuozhuang 110 kV
booster station through the newly built 110 kV Xinzhuang-Zuozhuang line and further
connected to the Luqu 330 kV booster station through the 110 kV Zuozhuang-Luqu
line. In this way, the outgoing spacing from the Luqu to the Zuozhuang 110 kV
booster station would be adjusted from the master substation 3# to the master

substation 1# to be constructed. The Luqu master substation 1# would be expanded
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with a 110 kV outgoing spacing. For the Chenliang wind power project, approvals
were obtained from the Shaanxi Provincial Development and Reform Commission in
December 2016, the investment decision was passed by CHN Energy in January 2020,
and the evaluation of commencement was passed by Guodian Shaanxi Electric Power

Co. Ltd.* and construction was officially commenced in May 2020.

3. Business scope

Development, construction and operation of wind, solar, new energy projects and
clean energy projects; power station operation management; organizing production and
sales of electricity; comprehensive utilization of wind power resources and external
investments (For projects subject to approval pursuant to the laws, operating activities

shall commence upon receipt of the approval from relevant authorities).

4. Capital contribution of Shareholder
As of the Valuation Benchmark Date, the paid-in capital of Dingbian New Energy Co.,
Ltd.* was RMB283,500,000. The name of Shareholder, amount of capital contribution

and proportion of capital contribution are as follows:

Name of Shareholder, amount of capital contribution

and proportion of capital contribution

Proportion

Registers Paid-in of capital

No. Name of Shareholder capital capital contribution

(RMBO0’000) (RMB0°000) %

1 CHN Energy Shaanxi Electric 17,650.00 28,350.00 100%
Power Co., Ltd.

Total 17,650.00 28,350.00 100%

Note: the difference between the registered capital and the paid-in capital is due to that the
change of industrial and commercial registration was not completed in a timely manner.
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S. Principle business

Guoneng Dingbian New Energy Co., Ltd.* is mainly engaged in wind power
generation. The company currently operates wind power station projects with a total
installed capacity of 249.6MW, among which, Zuozhuang Huangwan Power Station
has an installed capacity of S0OMW; Zuozhuang Shengliang Power Station has an
installed capacity of SOMW; Xinzhuang Power Station has an installed capacity of
100MW; and Chenliang Power Station has an installed capacity of 49.6MW.

6. Financial position, operating status and cash flow status of Dingbian New Energy

As disclosed in the audited statements of Dingbian New Energy, as at 31 December
2020, the Valuation Benchmark Date, total assets, total liabilities and net assets
amounted to RMB2,149,380,300, RMB1,740,542,100 and RMB408,838,200,
respectively; for 2020, it realized operating revenue of RMB219,350,600 and net
profit of RMB&88,353,700; for 2020, net increase in cash and cash equivalents was
RMB36,749,100 and balance of cash and cash equivalents as at the end of the period
was RMB48,090,200. The audited financial position, operating status and cash flow
status of the company for the past three years and as at the benchmark date are as

follows:

Assets, liabilities and financial position of Dingbian New Energy

Unit: RMB0’000

31 December 31 December 31 December 31 December

Item 2017 2018 2019 2020
Total assets 83,787.96 98,139.64 148,647.20 214,938,03
Liabilities 04,922.95 71,573.74 116,598.75 174,054.21
Total shareholders’ equity 18,865.01 20,565.89 32,048.45 40,883.82
Item 2017 2018 2019 2020
Operating revenue 10,629.25 9,006.02 11,641.57 21,935.06
Total profit 5,865.01 2,348.25 2,923.32 9,221.68
Net profit 5,865.01 2,329.39 2,879.01 8,835.37
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Item

Net cash flows generated from
operating activities

Net cash flows generated from
investing activities

Net cash flows generated from
financing activities

Net increase in cash and cash
equivalents

Audit opinion

Number of audit report

Audit institution

2017
5,347.63
-24,860.54
19,958.13
445.22

Standard
unqualified
opinion

Zhong Huan
Shen Zi [2018]
No. 021518
(RIRH T
[2018] 0215183)
Mazars
Certified Public
Accountants
(Special General
Partnership)

2018
3,755.43
-10,922.77
7,368.52
201.17

Standard
unqualified
opinion

Tian Zhi

Ye Zi [2021]
No. 26206
(R
[2021] 2620655)
Baker Tilly
International
Certified Public
Accountants
(Special General
Partnership)

(IV) Relationship between the clients and the appraised entity

(V)

2019
4,329.26
-44,695.67
39,036.98
-1,329.44

Standard
unqualified
opinion

Tian Zhi

Ye Zi [2021]
No. 26206
(RIBET
[2021] 26206%%)
Baker Tilly
International
Certified Public
Accountants
(Special General
Partnership)

2020
6,149.77
-49,537.93
47,063.08
3,674.91

Standard
unqualified
opinion

Tian Zhi

Ye Zi [2021]
No. 26206
(KRBT
[2021] 262065%)
Baker Tilly
International
Certified Public
Accountants
(Special General
Partnership)

China Longyuan Power Group Corporation Limited* and CHN Energy Shaanxi Electric

Power Co., Ltd., both are the clients, and Guoneng Dingbian New Energy Co., Ltd., the

appraised entity, are all subordinate units of China Energy Investment Corporation Limited,

and they are related entities.

The clients and other users of the valuation report under the assets valuation

entrustment contract

The users of this valuation report shall be the clients.

Unless otherwise stipulated by the national laws and regulations, any agency or individual

without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.

- 218 -



APPENDIX IT SUMMARY OF VALUATION REPORT

ON ASSETS TO BE PURCHASED

II.

III.

PURPOSE OF VALUATION

Pursuant to the Resolution concerning office meeting of the general manager of CHN Energy
Shaanxi Electric Power Co., Ltd., China Longyuan Power Group Corporation Limited* intends to
acquire 100% equity interest in Guoneng Dingbian New Energy Co., Ltd.* held by CHN Energy
Shaanxi Electric Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity of
Guoneng Dingbian New Energy Co., Ltd.* on the Valuation Benchmark Date, and to provide value
reference for China Longyuan Power Group Corporation Limited* in its proposed acquisition of
100% equity interest in Guoneng Dingbian New Energy Co., Ltd.* held by CHN Energy Shaanxi
Electric Power Co., Ltd.

APPRAISAL TARGET AND SCOPE OF VALUATION

(I)  Appraisal target and scope of valuation

The appraisal target is the total shareholders’ equity value of Guoneng Dingbian New Energy
Co., Ltd.*

The scope of valuation covers all assets and liabilities of Guoneng Dingbian New Energy
Co., Ltd.*

(IT) The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guoneng Dingbian New Energy Co., Ltd.*
had assets with a total carrying amount of RMB2,149,380,300, total liabilities of
RMB1,740,542,100 and net assets of RMB408,838,200, including specifically, current
assets of RMB543,140,800; non-current assets of RMB1,606,239,500; current liabilities of
RMB464,770,300; non-current liabilities of RMB1,275,771,800.

The above asset and liability data are extracted from the balance sheet of Guoneng Dingbian
New Energy Co., Ltd.* as of 31 December 2020. The appraisal target to be valuated and
scope of the valuation are the same as those involved in the economic behaviour. The book

value has been audited and a standard unqualified audit report has been issued thereon.
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The physical assets included in the scope of valuation reported by the enterprise include
buildings (structures) and machinery equipment. The physical asset types and characteristics

are as follows:

1. Inventories assets

Inventories include materials in transit and raw materials, including hydraulic torque
spanners, special hydraulic pumps, variable pitch system spare parts kits, inverter
system spare parts kits, composite lithium grease, carbon brushes, machine-side power
modules, etc., which are stored in the warehouse of Dingbian New Energy without
overstock and scrapping. Among them, the materials in transit occurred during the
construction of Zuozhuang Wind Farm, and certain assets had not yet arrived as of the

Valuation Benchmark Date.
2. Buildings (structures)

(1)  Buildings
Including the production complex building, fire protection water pump room,
SVG room, 35kV power distribution equipment room and electronic room,
fire protection equipment room and certain houses and buildings provisionally
assessed for the Xinzhuang Wind Farm, which are distributed in Zhuanjing
Town and Anbian Town, Dingbian County, Shaanxi Province.

(2)  Structures
Being distributed in the wind farm area of Guoneng Dingbian New Energy Co.,

Ltd.* in Dingbian County, mainly consisting of drainage ditches, cable trenches,

access roads, wind farm area fences, gates, drainage pipes, water pools, etc.
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3. Equipment

&y

2

&)

Machines and equipment

The machines and equipment mainly include wind turbines, blades, towers,

transformers and the ancillary equipment for wind power generation.

Vehicles

The transportation equipment include vehicles for production and office
use such as four Nissan engineering vehicle small ordinary passenger cars
ZN6495HBGS, one Guangqi Honda Accord 2.4 sedan car HG7240A (ACCOR),
one Passat SVW7183SJD sedan car, one Dongfeng Citroen DC7207DT sedan
car and three Nissan ZN1035UCKS6 light ordinary trucks.

Electronic equipment

Electronic equipment include various kinds of office equipment such as
computers, air conditioners, data dispatching network equipment, printers,
copying machines, etc., which are located in the office areas of the company.
Under the unified management of equipment department, the equipment of

the company is regularly repaired, well maintained and in a normal working

condition.
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4. Construction in progress

Xinzhuang 100MW Wind Power Project is the final construction work after the

pre-transfer into fixed assets of Xinzhuang Wind Farm.

Chenliang S0OMW Wind Power Project, with an actual installed capacity of 49.6MW,
comprises 12 wind power generation units with the single-unit capacity of 2MW
and the hub height of 80m; and 8 wind power generation units with the single-unit
capacity of 3.2MW and the hub height of 100m. The estimated annual on-grid power is
128,839,000 kWh and the annual equivalent full load hours are 2,526 hours (according
to the feasibility study report on Chenliang). The book value of the construction in
progress represents all expenses incurred in the construction, including expenses
for civil engineering, equipment purchase, equipment installation engineering, land
acquisition, preliminary engineering, construction management during the preparatory
period, capitalized interest during the preparatory period, etc. The overall construction
of the project commenced in May 2020 and obtained approval document of Shaanxi
Provincial Development and Reform Commission in January 2019 for the “Notice of
Extension of Approval of Shaanxi Provincial Development and Reform Commission
on Guodian Dingbian New Energy Dingbian Chenliang Wind Farm Project” (Shaan
Fa Gai New Energy [2019] No. 45) (<PRVE & %% A 0CE 2 8 & B0 B 5 2 25 g
V5 S 4 R G2 A\ R 35 AR T A A o4 Y 2 ) (RS ORI BE YR [20191455%)), which
was commenced construction in May 2020 and expected to be completed for official

operation in April 2021.

Zuozhuang Technical Transformation Project is the technical transformation project of
Zuozhuang project. The main content of the technical transformation is to implement
transformation on resistance in high pressure and high frequency of the wind turbines
of Zuozhuang Wind Farm, with an estimated budget of RMB4.91 million, which was
paid in full by the Valuation Benchmark Date. It was expected to be started in March
2021 and completed in May 2021.

Upfront expenses of the preliminary project of Chenliang Phase II include the

preliminary survey expenses. The project has been verified to be at the initial stage

and will be carried out normally at a later stage.
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(II) The intangible assets recorded in or off the book of the enterprise

1. As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as
reported by the enterprise included the land use rights of 103 parcels of land and other
34 intangible assets owned by the appraised entity recorded in the book, the details of

which are as follows:

(1) Land use rights

Land use
rightsfreal
estate ownership Book value Nature of Expiration ~ Pledged
No. certificate No. (RMB’000) *Right holder land Area(m) Location Use of land date or not
| Shaan (2020) Dingbian County 215649 Guoneng Dingbian  Industrial 35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Real Estate Title No. 00079 New Energy Co,, Township, Dingbian County
Lid
1 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Real Estate Title No. 00078 New Energy Co,, Township, Dingbian County
Lid
] Shaan (2020) Dingbian County Guoneng Dingbian Industrial 35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Real Estate Title No. 00077 New Energy Co,, Township, Dingbian County
Lid
4 Shaan (2020) Dingbian County Guoneng Dingbian Industrial 35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No
Real Estate Title No. 00076 New Energy Co,, Township, Dingbian County
Lid
5 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Real Estate Title No. 00075 New Energy Co,, Township, Dingbian County
Lid
o Shaan (2020) Dingbian County Guoneng Dingbian Industrial 35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No
Real Estate Title No. 00142 New Energy Co,, Township, Dingbian County
Ld
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Land use
rights/real
estate ownership

No. certificate No.

1 Shaan (2020) Dingbian County
Real Estate Title No. 00141

§ Shaan (2020) Dingbian County
Real Estate Title No. 00140

9 Shaan (2020) Dingbian County
Real Estate Title No. 00139

10 Shaan (2020) Dingbian County
Real Estate Title No. 00138

Il Shaan (2020) Dingbian County
Real Estate Title No. 00137

1 Shaan (2020) Dingbian County
Real Estate Title No. 00136

13 Shaan (2020) Dingbian County
Real Estate Title No. 00135

14 Shaan (2020) Dingbian County
Real Estate Title No. 00144

Book value
(RMBO'000) - Right holder

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Nature of

land

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Expiration ~ Pledged

Area(m’) Location Use of land date or ot

35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No
Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No

Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No

Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No

Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No

Township, Dingbian County

35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No

Township, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County
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Land use
rights/real
estate ownership Book value Nature of Expiration ~ Pledged
No. certificate No. (RMBO’000) *Right holder land Area(m’) Location Use of land date or ot
15 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00160 New Energy Co,, Town, Dingbian County
Ld
16 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00159 New Energy Co,, Town, Dingbian County
Ld
7 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00158 New Energy Co,, Town, Dingbian County
Ld
18 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Qiaowa Village, Youfangzhuang  Public facilities ~ None No
Real Estate Title No. 00157 New Energy Co,, Township, Dingbian County
Ld
19 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00155 New Energy Co,, Town, Dingbian County
Ld
0 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00153 New Energy Co., Town, Dingbian County
Lid
2 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00126 New Energy Co,, Town, Dingbian County
Lid
n Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00148 New Energy Co., Town, Dingbian County
Lid
3 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Qiaowa Village, Youfangzhuang ~ Public facilities ~ None No
Real Estate Title No. 00156 New Energy Co., Township, Dingbian County
Lid
u Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00154 New Energy Co., Town, Dingbian County
Lid
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No.

A

2%

n

B

9

30

il

3

M

3

Land use
rights/real
estate ownership

certificate No.

Shaan (2020) Dingbian County
Real Estate Title No. 04063

Shaan (2020) Dingbian County
Real Estate Title No. 04064

Shaan (2020) Dingbian County
Real Estate Title No. 04062

Shaan (2020) Dingbian County
Real Estate Title No. 04063

Shaan (2020) Dingbian County
Real Estate Title No. 04061

Shaan (2020) Dingbian County
Real Estate Title No. 04077

Shaan (2020) Dingbian County
Real Estate Title No. 04076

Shaan (2020) Dingbian County
Real Estate Title No. 04075

Shaan (2020) Dingbian County
Real Estate Title No. 04074

Shaan (2020) Dingbian County
Real Estate Title No. 04073

Shaan (2020) Dingbian County
Real Estate Title No. 04097

Book value

(RMBO'000) - Right holder

93393 Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Ld

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Guoneng Dingbian
New Energy Co,,
Lid

Nature of

land

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Expiration ~ Pledged
Area(m’) Location Use of land date or ot

35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Town, Dingbian County

35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Town, Dingbian County

35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Town, Dingbian County

35200 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Town, Dingbian County

35200 Heyaoxian Village, Yangjing  Public facilities ~ None No

Town, Dingbian County
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3 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00008 New Energy Co,, Town, Dingbian County
Ld
3 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing ~ Public facilities ~ None No
Real Estate Title No. 00007 New Energy Co,, Town, Dingbian County
Ld
3 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00006 New Energy Co,, Town, Dingbian County
Ld
39 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00003 New Energy Co,, Town, Dingbian County
Ld
40 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Heyaoxian Village, Yangjing  Public facilities ~ None No
Real Estate Title No. 00004 New Energy Co,, Town, Dingbian County
Ld
4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00035 New Energy Co., Township, Dingbian County
Lid
4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00034 New Energy Co,, Township, Dingbian County
Lid
) Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00033 New Energy Co., Township, Dingbian County
Lid
i Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00032 New Energy Co., Township, Dingbian County
Lid
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4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00030 New Energy Co,, Township, Dingbian County
Ld
46 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00025 New Energy Co,, Township, Dingbian County
Ld
4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00024 New Energy Co,, Township, Dingbian County
Ld
4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 35200 Huangwan Village, Zhuanjing ~~ Public facilities ~ None No
Real Estate Title No. 00023 New Energy Co,, Township, Dingbian County
Ld
4 Shaan (2020) Dingbian County Guoneng Dingbian  Industrial 5,69.00 Zuozhuang Village, Zhuanjing  Public faciliies ~ None No
Real Estate Title No. 00022 New Energy Co,, Town, Dingbian County
Ld
50 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Zuozhuang Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00718 New Energy Co., Town, Dingbian County
Lid
il Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Zuozhuang Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00717 New Energy Co,, Town, Dingbian County
Lid
5 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00716 New Energy Co., Township, Dingbian County
Lid
53 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00715 New Energy Co., Township, Dingbian County
Lid
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54 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00714 New Energy Co,, Township, Dingbian County
Ld
5 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00713 New Energy Co,, Township, Dingbian County
Ld
56 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00654 New Energy Co,, Township, Dingbian County
Ld
51 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00712 New Energy Co,, Township, Dingbian County
Ld
58 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Huangwan Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00711 New Energy Co,, Township, Dingbian County
Ld
59 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00710 New Energy Co., Township, Dingbian County
Lid
60 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00709 New Energy Co., Township, Dingbian County
Lid
fl Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00708 New Energy Co., Township, Dingbian County
Lid
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6 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00706 New Energy Co,, Township, Dingbian County
Ld
63 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00707 New Energy Co,, Township, Dingbian County
Ld
4 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00703 New Energy Co,, Township, Dingbian County
Ld
65 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00704 New Energy Co,, Township, Dingbian County
Ld
66 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00703 New Energy Co,, Township, Dingbian County
Ld
67 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00700 New Energy Co., Township, Dingbian County
Lid
68 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00701 New Energy Co,, Township, Dingbian County
Lid
69 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00702 New Energy Co., Township, Dingbian County
Lid
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10 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00699 New Energy Co,, Township, Dingbian County
Ld
1l Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00698 New Energy Co,, Township, Dingbian County
Ld
7 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00697 New Energy Co,, Township, Dingbian County
Ld
& Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00696 New Energy Co,, Township, Dingbian County
Ld
T4 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00693 New Energy Co., Township, Dingbian County
Ld
R Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00694 New Energy Co., Township, Dingbian County
Lid
76 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00693 New Energy Co., Township, Dingbian County
Lid
i Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00692 New Energy Co., Township, Dingbian County
Lid
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L) Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00691 New Energy Co,, Township, Dingbian County
Ld
79 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00690 New Energy Co,, Township, Dingbian County
Ld
80 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00741 New Energy Co,, Township, Dingbian County
Ld
§l Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00740 New Energy Co,, Township, Dingbian County
Ld
§ Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00739 New Energy Co., Township, Dingbian County
Ld
83 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00738 New Energy Co., Township, Dingbian County
Lid
§4 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00737 New Energy Co,, Township, Dingbian County
Lid
§5 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00734 New Energy Co., Township, Dingbian County
Lid
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86 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00736 New Energy Co,, Township, Dingbian County
Ld
§ Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00733 New Energy Co,, Township, Dingbian County
Ld
88 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00733 New Energy Co,, Township, Dingbian County
Ld
§9 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00732 New Energy Co,, Township, Dingbian County
Ld
9% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00731 New Energy Co,, Township, Dingbian County
Ld
9l Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00730 New Energy Co., Township, Dingbian County
Lid
9 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00729 New Energy Co., Township, Dingbian County
Lid
% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00728 New Energy Co., Township, Dingbian County
Lid
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94 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00724 New Energy Co,, Township, Dingbian County
Ld
% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00727 New Energy Co,, Township, Dingbian County
Ld
% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00726 New Energy Co,, Township, Dingbian County
Ld
9 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00725 New Energy Co,, Township, Dingbian County
Ld
% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00746 New Energy Co,, Township, Dingbian County
Ld
9% Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Fanshigou Village, Zhuanjing  Public facilities ~ None No
Real Estate Title No. 00744 New Energy Co., Township, Dingbian County
Lid
100 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Niuchangqu Village, Zhuanjing ~ Public facilities ~ None No
Real Estate Title No. 00749 New Energy Co., Township, Dingbian County
Lid
101 Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00748 New Energy Co., Township, Dingbian County
Lid
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Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 32000 Baixingzhuang Village, Anbian  Public facilities ~ None No
Real Estate Title No. 00747 New Energy Co,, Township, Dingbian County

Ltd,
Shaan (2021) Dingbian County Guoneng Dingbian  Industrial 1305400 Baixingzhuang Village, Anbian ~ Public facilities ~ None No
Real Estate Title No. 00745 New Energy Co,, Township, Dingbian County

Ltd,

The 103 land parcels included in this valuation have a total area of 52,609.00
m?, a total book value of RMB30,904,124.36 and an original book value of
RMB34,329,587.60, and all related costs for the land parcels have been settled or

accounted for as land payables.

(2) Intangible assets — others

There are 34 other intangible assets, including Financial System Software,
Infrastructure Internal Control Information System, 2MW Double-fed Wind Driven
Generator Unit Control System Software V1.0-2 and Local Monitoring and Data

Acquisition System for Wind Driven Generator. The particulars are set out as follows:

Legal/
Acquisition estimated  Type/ Original ~ Book value
No.  Content or name date lifetime ~ category book value  before audit
1 Financial Information System 2016/12/23 10 software 424,528.30 208,726.24
2 Infrastructure Internal Control 2017/12/19 10 software 377,358.49 185,534.76
Information System
3 Infrastructure Financial Internal 2017/12/28 10 software 377,358.49 223,270.57
Control System (Shengliang)
4 Xinzhuang Infrastructure 2019/1/17 5 software 495,283.02 189,858.44

Financial Internal Control

Information System

-235 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

Legal/
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No.  Content or name date lifetime  category ~ book value  before audit
5 Intelligent Tax Cloud Invoice 2019/1/17 5 software 34,188.03 13,105.42

Inspection and Certification
Management System
6 2MW Double-fed Wind Driven 2019/1/17 10 software 239,316.24 71,485.60
Generator Unit Control System
Software V1.0-2
7 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-1
8 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-2
9 Local Monitoring and Data 2019/1/17 10 software 4,273.61 341892
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-3
10 Local Monitoring and Data 2019/1/117 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-4
11 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-5
12 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-6
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13 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-7
14 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-8
15 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-9
16 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-10
17 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-11
18 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-12
19 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-13
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20 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-14
21 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-15
22 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-16
23 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-17
24 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-18
25 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-19
26 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-20
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27 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-21

28 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-22

29 Local Monitoring and Data 2019/1/17 10 software 4,273.50 3,418.83
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-23

30 Local Monitoring and Data 2019/1/17 20 software 4,273.50 3,643.75
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-24

31 Local Monitoring and Data 2019/1/17 20 software 4,273.50 3,643.75
Acquisition System for
Wind Driven Generator
[abbreviation: HMI System]
V1.0-25

32 Central Monitoring and Data 2019/1/17 10 software 213,675.21 170,940.13
Acquisition System for Wind
Farms [abbreviation: SCADA]
V1.0

33 Remote Monitoring System for 2019/1/17 10 software 85,470.09 08,376.08
Wind Farms V1.0

34 Supporting Control System for 2019/1/17 20 software - -71,485.60
Wind Turbine (annual review

and adjustment)
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Iv.

2. Intangible assets not recorded off the book

As of 31 December 2020, the Valuation Benchmark Date, the intangible assets

recorded off the book have not fallen in the scope of the enterprise’s reporting.

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

As of 31 December 2020, the Valuation Benchmark Date, no off-balance sheet asset within

the scope of reporting by the appraised entity was found.

(V) The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the Valuation Benchmark Date as
set out in the valuation report are the audited results stated in the Special Audit Report and
Financial Statements in relation to the Appraised Entity issued by Baker Tilly China Certified
Public Accountants LLP (Tian Zhi Ye Zi [2021] No. 26206) (covering the years 2018-2020)

on 15 April 2021. Save for this, no reports from other agencies have been cited.

TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation is determined to be the market

value.

The market value is defined as the estimated price of the appraisal target in a normal and arm’s
length transaction between a willing purchaser and a willing seller acting reasonably and without
compulsion as at the Valuation Benchmark Date.

VALUATION BENCHMARK DATE

The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
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VI.

BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
(I)  Basis of economic behaviour

1. Resolution concerning office meeting of the general manager of CHN Energy Shaanxi
Electric Power Co., Ltd. (<[5 & JF4E [ PR VG & 117 PR 7l A4S A & i)

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({H#E A R RN & 2 5T AL
%)) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China ({H % A\ R ALFIE] L H)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China ({13 A\ RILFNE FEI51E)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Administrative Measures for Major Assets Restructuring of Listed Companies (CSRC
Decree No. 109 and Revision of CSRC Decree No. 127 ({ LT A K& E mAHLE
BEARIR) (R BE 2510958 > SR E A 12758 E 20);

5. Enterprise Income Tax Law of the People’s Republic of China ({73 A R I E />
F 3 8i%)) (Revision passed at the 7th meeting of the Standing Committee of the
Thirteenth National People’s Congress on 29 December 2018);

6. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China ({H#E A R HLANE] > 2E Fr 15 B ik B 1) ) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No.714 of the State Council of the People’s Republic of China
on 23 April 2019);
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7. Provisional Regulations of Value Added Tax of the People’s Republic of China ({*"
e N B LA [ 4 (B B 47166 61) ) (State Council Decree No. 691)(BIH5 e 2 556915%);

8. Detailed Rules for the Implementation of the Provisional Regulations on Value Added
Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No.50) (HF#E A F A 50 34 (BB B 4746 51 B e 400 B ) (B BT
B Z BB AR 2 5 5058)):

9. Vehicle Acquisition Tax Law of the People’s Republic of China (% A R 3 A1 B B2
i H8 B BL1%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

10.  General Rules of Loans (B HI)) (the People’s Bank of China);

11.  Urban Real Estate Administration Law of the People’s Republic of China ("% A &
FLFN R 35k T 75 b EE A 3K (passed at the 12th Meeting of the Standing Committee of
the Thirteenth National People’s Congress on 26 August 2019);

12.  Land Administration Law of the People’s Republic of China (' #E A R AHFE +
A HEEE)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

13.  Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (<A Bz B A ol 85 3 A & 2 5
ATHCE A~ I R A R AR AR ) (BRI [2001110255%));

14.  Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (B s 4 3£ B
A7 RS R EE AR A R R 2 ) (B 2% 7 HE[2006]2745%));

15.  Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B 2B A & & wPAh 05 3 4%
AR A TR S T 2 0 ) (IR E 2009194 15%));

16.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of

the State Council) (A & 2 5T & H L) (BB B2 5 9198));
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17.  Detailed Rules for the Implementation of the Administrative Measures for State-
owned Assets Assessment (Guo Zi Ban Fa [1992] No.36) (Bl & & Al 4 B L B
A3 4R (13 B2 [1992]5 36 55));

18.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) ({13 EA & 7 BB B 1T 09 (B B 2 55 3785% » BB 26
5885E1EH]));

19.  Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) ({1 £ B & /& 5 ) B & & ML
) (BEZ232%%));

20. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({{b2E B A & 7E 7 Al
AT L) (B B B B 2 55 125%));

21.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) (A 2E B A & 2 RN IH
H 2 TAER 51D (B & 3 2 HE[2013]6498));

22.  Law of the People’s Republic of China on State-owned Assets of Enterprises (4% A
RALFIE A 258 & 5 15)) (passed at the Sth meeting of the Standing Committee of
the Eleventh National People’s Congress on 28 October 2008);

23.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(CHEE RPAG AT 3 B LB B ) (2 N R LA o B B 2 25 8691%));

24.  Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (B
Hh A S A A R B A R S T A ) (I B (20101 1155%));

25.  Other laws, regulations and rules related to the valuation.
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(I1T)

Basis of valuation standards

1.

10.

11.

12.

Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);

Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);

Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);

Practicing Standards for Asset Valuation — Valuation Methodology (Zhong Ping Xie
[2019] No. 35);
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13.  Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);

14.  Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);

15.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

16.  Guiding Opinions on Valuation of Patent Assets (Zhong Ping Xie [2017] No. 49);

17.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

18.  Guiding Opinions No. 6 for Asset Valuation Expert —Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);

19.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

20.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);
21.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership

1. Motor Vehicle Driving Permit;

2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate and related affirmation of property rights;

3. Patent certificates and related affirmation of property rights;
4. Contracts or certificates for purchase of significant assets;
5. Other references.
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V)

Basis of price determination

1. Notice of the Ministry of Finance and the State Administration of Taxation on Overall

Implementation of the Pilot Program by Replacing Business Tax with VAT (Cai Shui
[2016] No. 36) (KBAELES ~ B 5 B0 H5 A=) IR I 2 T i [ 88 SE 0 oo e d L B 14 7
HIY (W BE[2016136%5%));

2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General
Administration of Customs Announcement No. 39 of 2019);

3. 2020 Price Information Inquiry System for Mechanical and Electrical Products
(Institute of Machinery Industry Information) (20201 7& £ il & 4% {5 5 2 5f] R 40D (%
W05 EWFTTRR));

4. Code for Real Estate Appraisal (<7 i ff &R #i)) (GB/T50291-2015);

5. Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

6. Loan prime rate (LPR) announcement authorized to be published by the National

Interbank Funding Centre on 21 December 2020;

7. ZOL (‘FEARAESR);

8. PConline (K7 HEHEH);

9. Autohome (JRH 2 KH);

10.  Landvalue (7 [E0 Hb & B 3 49);

11.  Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s

Republic of China NB/T31011-2019);

12.  Estimated Quota of Onshore Wind Farm Projects(Energy Industry Standard of the
People’s Republic of China NBT 31010-2019);
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13.  Supplementary Notice on Matters in relation to Certain Opinions on Promoting the
Healthy Development of Non-water Renewable Energy Power Generation (Cai Jian
[2020] No. 426);

14.  Catalogue of Industries Encouraged to Develop in the Western Region (2020 Edition)
(Decree No. 40 of the National Development and Reform Commission of the People’s
Republic of China);

15.  Other references.

(VI) Other references

1. Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

2. Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

3. 38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

4. Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 Edition);

5. 2020 Report on the Evaluation of the Performance of Listed Companies in China;
6. Wind Information Financial Terminal;
7. Investment Valuation (written by [US] Damodanran, translated by [Canada] Lin Qian,

Tsinghua University Press);
8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim e Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic

Industry Press);

9. Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

10.  Other references.
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VIIL.

VALUATION METHODS

Introduction of the Income Approach

Overview

According to the relevant regulations of state administration authorities of the PRC, the
Standards for Asset Appraisal-Enterprise Value as well as international and domestic
appraisal practices for similar transactions, the valuer decided to estimate the equity capital
value of the appraised entity by using the discounted cash flow (DCF) method based on the

income approach.

The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.

Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;
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) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark
date, and their values are measured separately;

(3)  The enterprise value of the appraised entity is obtained by summing up the values
of the aforesaid assets and liabilities, and the total shareholders’ equity value of the
appraised entity is obtained after deducting the value of interest-paying debts.

3. Valuation Model

(1)  Basic Model
The basic model for this valuation is:

E=B-D 1)
Wherein:

E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;

D: Value of interest-bearing debts of appraised entity;

B=P+I1+C )

P: Value of operating assets of appraised entity;

n
P=Y[Rx 1+ +p, x(1+r)"
i=1 (3)
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Wherein:

R;:

C:

C,:

&)

Expected income of the appraised entity in Year i in the future (free cash

flows);

Consideration of the recoverable value of related assets including working

capital, fixed assets and intangible assets at the end of the operating period;
Discount rate;
Future operating period of the appraised entity;

Value of surplus or non-operating assets (liabilities) of the appraised entity

existing as at the benchmark date;

C=0C+0G “)

Value of current surplus or non-operating assets (liabilities) of the appraised

entity existing as at the benchmark date;

Value of non-current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;
Long-term equity investment value of the appraised entity;
Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the

income indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on interest-bearing

debts after tax — Additional capital (5)

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development
and others. The free cash flows in the future operating period are discounted

and summed up to calculate the value of operating assets of the enterprise.
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&)

Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted

average cost of capital (WACC) model:

r=rd><wd+re><we (6)

Wherein:

W4 Debt ratio of the appraised entity;

D
(E+D) (7

Wq =

W.: Equity ratio of the appraised entity;

W, = E
e =
(E+D) (8)
Iy Interest rate of interest-bearing debts after income tax;
o Cost of equity capital. In this valuation, the cost of equity capital (r.) is

determined by the capital asset pricing model (CAPM);

Te=1p+Be X (hn—17) + € 9
Wherein:
Iy Risk-free return rate;
It Expected market return rate;
e :  Characteristic risk adjustment factor of the appraised entity;

B .. Expected market risk factor of the equity capital of appraised entity;

D
fo=Pux (1+(1-)xP) o
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B . Expected unlevered market risk factor of comparable companies;
_ Be
ﬁu - D:
1+(1—¢t)x+
E; (11)
B« Expected market average risk factor of stocks (assets) of comparable
companies;
Be = 34%K + 66%p, (12)
Wherein:
K: Expected average risk value of stock market in the future, for which it
normally assumes that K=1;
B «: Historical market average risk factor of stocks (assets) of comparable

companies;

D;, E;: Interest-bearing debts and equity capital of comparable companies,

respectively.

VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION

PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

In early January 2021, the valuation agency entered into the site for the preparation of

preliminary work;

In early January 2021, the clients convened the intermediary coordination meeting
for the project, and all parties concerned reached consensus on the purpose of this
valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.
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(In

On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

1. The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.

2. Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

3. Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.

4. Verified the fixed asset by way of random check based on the statements of asset
inspection, valuation and declaration, and carried out random stock-taking on the

physical inventory assets in the current assets.

5. Reviewed and collected the title certificates of the appraised assets.

6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.
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IX.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.

(II) Valuation Summarization Stage

(Iv)

In late March 2021, the application content provided by the appraised entity shall be verified,
and necessary adjustments, modifications and improvements shall be made to the evaluation

results.

Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.

VALUATION ASSUMPTIONS

The appraisers followed the following assumptions in this valuation:

@

General Assumptions

1. Transaction Assumption

The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most

fundamental premise assumption for the further implementation of the asset valuation.
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2. Open Market Assumption

The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational
judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.

3. Going Concern Assumption

The going concern assumption is the assumption made by taking the overall assets of
the enterprise as the appraisal target. Namely, the enterprise, as the operation entity,
can continue to operate in accordance with the business objectives under the external
environment where it exists. The enterprise operators are responsible for and capable
of taking responsibility; in order to maintain the ability of continuous operation, the
enterprise can operate legally and obtain appropriate profits. For all kinds of operating
assets of the enterprise, they can be used continuously based on their current purpose,
method, scale, frequency and environment of application, or can be used on a changed

basis.

(IT) Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates for the appraised entity in the

future operating period.

3. The management of the appraised entity will diligently fulfil its responsibilities in
the future operating period, and it will continue to operate in the same operation and

management model as that on the benchmark date.
4. The main business, the composition of revenue and cost, the sales strategy and cost

control of the appraised entity in the future operating period will remain in the same

condition as they are in recent years without major changes.

- 255 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

5. The expenses of the appraised entity in the future operating period will not change
significantly as compared to that at current stage, and will continue with the same
change trends as that in the recent years. Given that the monetary funds or bank
deposits of the enterprise vary frequently in the course of production and operation,
neither the interest income from deposits, nor other uncertain profits and losses

including exchange gains and losses are taken into consideration in the valuation.

6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.

7. In this valuation, it is assumed that the methods of acquisition and utilisation of
the sites for production and business operation of the appraised entity will remain

consistent with those as at the Valuation Benchmark Date without changes.

8. As new wind power projects are listed in the Catalogue of Public Infrastructure
Projects Eligible for Preferential Enterprise Income Tax Treatment, the grid-connected
wind power projects are entitled to enjoy the preferential policy of “3+3 tax holiday”
for six years from the commencement of their commercial operation and can no
longer enjoy it upon expiry of such six years. Namely, Zuozhuang Power Station
turned to commercial operation in April 2017, and the period during which it can
enjoy the preferential income tax policy of “3+43 tax holiday” will expire in December
2022; Xinzhuang Power Station turned to commercial operation in March 2020, and
the period during which it can enjoy the preferential income tax policy of “3+43 tax
holiday” will expire in December 2025; Chenliang Power Station was expected to
be connected to the grid in April 2021, and the period during which it can enjoy the
preferential income tax policy of “3+3 tax holiday” will expire in December 2026.
According to the Catalogue of Industries Encouraged to Develop in the Western
Region (2020 Version) (VG #BHh [ &% Ji B8 2 £ H $%(20204F-7))), from 1 January
2021 to 31 December 2030, a reduced enterprise income tax rate of 15% shall be
applicable to enterprises located in the western region and engaged in the encouraged
industries. Therefore, the period for the implementation of preferential enterprise
income tax rate of 15% for the wind power operation projects will expire on 31

December 2030 and will not be renewed upon its expiry.

9. Pursuant to the Notice of the Ministry of Finance and the State Administration of
Taxation on Value Added Tax Policies for Wind Power Generation ({H B ~ B ZE fi
T 48 )= B A B\ 7 5% 7B 16 (BB IEL R 938 1)) (Cai Shui [2015] No. 74), “Taxpayers who
sell their self-generated power products produced through wind power are entitled
to 50% VAT refund from 1 July 2015.”, it is assumed that wind power projects will

continue to enjoy 50% VAT refund in this valuation.
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10. It is assumed that the state subsidies on electricity tariff receivable for previous years
will be fully recovered by 2022, and the recovery of the state subsidies for years after

2022 will be deferred for two years.

11.  According to power purchase and sale contract entered into between State Grid
Shaanxi Electric Power Company and Guoneng Dingbian New Energy Co., Ltd.* in
December 2016 in relation to the Zuozhuang Wind Farm Project (including Huangwan
Wind Farm with an installed capacity of 50 MW and Shengliang Wind Farm with an
installed capacity of 50 MW) and the power purchase and sale contract entered into
between State Grid Shaanxi Electric Power Company and Guoneng Dingbian New
Energy Co., Ltd.* in December 2019 in relation to the Xinzhuang Wind Farm Project,
it is agreed in the contracts that the on-grid tariff for the wind farm generating units
shall be implemented at the electricity price approved by the competent price authority
of the government, subject to the provisions of relevant policies and documents.
According to the Notice of Shaanxi Provincial Price Bureau on Relevant Issues
Concerning the Provincial On-grid Tariff Management (Shan Jia Shang Fa [2017] No.
67) (KBRTY & W) {8 )= B A 5 P L 48 o (78 2T I ] L 10 28 0 ) (BB 7R 961201716 755%)
and the Notice of the National Development and Reform Commission regarding the
Improvement of the Policy on On-grid Tariff for Wind Power (Fa Gai Jia Ge [2009]
No. 1906) (K% 8% & oo 2% B 8 B it 50 35 JEL 77 48 76 _E 4 76 (R EOR 1 28 ) (3% e
¥%[2009]11906%%)), the on-grid tariff for Xinzhuang Wind Farm and Zuozhuang Wind
Farm is RMBO0.61/kWh (tax inclusive), in particular, from 1 July 2018, the benchmark
on-grid tariff has been adjusted to RMBO0.3345/kWh (tax inclusive), and the subsidy
for renewable energy is RMBO0.2655/kWh (tax inclusive). It is assumed that the

contracts will be renewed upon expiry in this valuation.

12.  Chenliang Wind Farm Project, an appraised entity, has been approved and recorded
in January 2019, and is expected to be connected to the grid entirely on 1 April 2021.
According to the Notice of the National Development and Reform Commission
regarding the Improvement of the Policy on On-grid Tariff for Wind Power (Fa Gai
Jia Ge [2019] No. 882) (%8 i i % 5 & B 58 35 Jal ) %% %6 b 48 o6 (8 BUR Y
) CEEMUE#5[2019]1882%%)), the State will no longer grant subsidy to the on-shore
wind power projects which had been approved during the period from 1 January 2019
to the end of 2020 but failed to complete grid connection before the end of 2021. In
this valuation, it is assumed that Chenliang Project will complete grid connection
for power generation on 1 April 2021 as scheduled, and the tariff for it after the
completion of grid connection shall refer to the benchmark on-grid tariff of Phases I
and II Wind Farm, i.e., RMB0.3345/kWh (tax inclusive) and this project is entitled to
the subsidy for renewable energy at a rate of RMB0.2755/kWh (tax inclusive).
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13.  According to the notice issued by the National Development and Reform Commission
and the National Energy Administration on 30 October 2018 to publish the Action
Plan on Clean Energy Consumption (2018-2020) ({5 iZREWE N MATE =1 #(2018—
2020))), the specific objectives included: to ensure that the national average wind
power utilization rate reach international advanced level (striving to attain a level
of around 95%) and keep the curtailment rate of wind power at a reasonable level
(striving to stabilize it at around 5%) by 2020, and to ensure the utilization hours of
each wind power station reach feasible utilization hours by 2026, taking into account
various factors such as the utilization hours for each year during the reporting period
and the trend of market demand, based on the communication with the production
and operation department of the appraised entity and its historical power generation,
assuming there exists wind power curtailment and constraints and the curtailment rate
for each wind power station will drop year by year in future years as compared to that
in 2020.

14. It is assumed that subsequent to the Valuation Benchmark Date, the cash inflow of the
appraised entity is represented by average inflow and its cash outflow is represented

by average outflow.
When conditions stated above change, valuation results will generally become invalid.

X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, science and objectivity, we carried out
the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management on
the future development trend and business planning, and on the premise of the implementation of
business collaboration, management collaboration, financial collaboration, milestone events, etc.,
the total shareholders’ equity value of Guoneng Dingbian New Energy Development Co., Ltd.* was
valuated by income approach on the benchmark date of 31 December 2020. The conclusions were as

follows:
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(I)  Valuation conclusion of the income method and analysis on the reasons for changes in

valuation

1. Valuation conclusion of the income method

Upon implementation of valuation procedures including checking and verification,
on-site inspection, market survey and confirmation as well as assessment and
estimation, the discounted cash flow method (DCF) was used to assess the estimated
value of the total shareholders’ equity. As of the Valuation Benchmark Date of 31
December 2020, the book value of owners’ equities of Guoneng Dingbian New Energy
Co., Ltd.* was RMB408,838,200, and the appraisal value was RMB816,000,000, with
an appreciation of RMB407,161,800 or 99.59%.

2. Analysis on the reasons for changes in valuation

The valuation expresses an appreciation of RMB407,161,800 or an appreciation rate of
99.59% in the appraisal value of the total shareholders’ equities of Guoneng Dingbian
New Energy Co., Ltd.* by using the income method. The changes and reasons
were mainly due to the stable operation of the currently operated projects including
Zuozhuang Power Station and Xinzhuang Power Station since grid-connected power
generation. At the same time, Zuozhuang Power Station and Xinzhuang Power Station
had entered into the renewable energy subsidy catalogue, the trade receivables were
collected in a timely manner and overall profitability of the enterprise was relatively

sound than the assets size.

(IT) Analysis on the valuation results and the final valuation conclusion

1. Analysis of difference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB816,000,000, which was RMB535,770,800 or 191.19% higher than
that of RMB280,229,200 calculated with the asset-based method. The main reasons

for the difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;
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(2) In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.

Given the above, there is a difference between the results from the two valuation

methods.

Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

With the development of the domestic wind power equipment manufacturing industry
and the competition in international wind power equipment in recent years, investment
cost of wind power per watt has been decreasing year by year. By 2021 after the
Valuation Benchmark Date, the investment cost of wind power has dropped to a level
that grid parity can be realized without national subsidies. At the same time, with
the year-by-year decline in national subsidies for new energy, there exist significant
differences in subsidies for wind power projects in different periods. The asset-based
method reflects the change in the investment cost as at the benchmark date from the
perspective of replacement of wind power generation enterprises, but fails to reflect
the impact of government subsidies on the value of the enterprises. Therefore, the
asset-based approach cannot reasonably reflect the market value of such wind power

generation enterprises.

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. We are of the view that when revenues
and costs in the income method can be predicted more reasonably and when future
uncertainties are small or can be estimated normally, the income method can reflect
the value of all shareholders’ equity as at the benchmark date in a more objective and

reasonable way, compared with the valuation results of the asset-based method.
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In conclusion, we were of the view that the valuation results of the income method

could better reflect all shareholders’ equities of Guoneng Dingbian New Energy

Co., Ltd.*, thus the valuation results of the income method were taken as the final

conclusion of the valuation. The value of all shareholders’ equities of Guoneng
Dingbian New Energy Co., Ltd.* arrived thereafter was RMB816,000,000 as at the

Valuation Benchmark Date.

XI. NOTES ON SPECIAL MATTERS

(I)  Defects of property rights

D

Houses and buildings

As at the Valuation Benchmark Date, there were a total of seven houses with defects

of property rights in the houses and buildings reported by the appraised entity, which

have no relevant property ownership certificates.

Schedule of Major Production Buildings without Property Ownership Certificates

No.

Location

Zuozhuang Village, Zhuanjing
Town, Dingbian County
Zuozhuang Village, Zhuanjing
Town, Dingbian County
Zuozhuang Village, Zhuanjing
Town, Dingbian County
Zuozhuang Village, Zhuanjing
Town, Dingbian County

Zuozhuang Village, Zhuanjing
Town, Dingbian County

Sanluqu Village, Yangjing
Town, Dingbian County
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Usage

Production complex building —
Huangwan

Fire pump room — Huangwan

SVG room — Huangwan

35kV electricity distribution
equipment room and
electronic room — Huangwan

Fire extinguishing equipment
room — Huangwan

Dingbian culvert 330KV
booster station (allocation) —

Shengliang

Area (m°)

385.56

37.72

105.3

310.35

5.12
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7-1

7-2

7-3

7-4

Location

Baixingzhuang Village, Anbian
Town, Dingbian County

Baixingzhuang Village, Anbian
Town, Dingbian County
Baixingzhuang Village, Anbian
Town, Dingbian County
Baixingzhuang Village, Anbian
Town, Dingbian County
Baixingzhuang Village, Anbian
Town, Dingbian County
Baixingzhuang Village, Anbian
Town, Dingbian County

Usage

Booster station housing
construction (temporary
valuation for Xinzhuang)

Power distribution building

SVG room

Complex building (Xinzhuang)

Fire pump room

Warehouse

Area (m’)

799

122

2850

126

129.6

For the above properties without property ownership certificates, the appraised

entity undertook the assets belong to it, and the disputes that may be caused by the

ownership of such assets have no concern with the valuation agency. For such assets,

the enterprise personnel used the area determined by on-site actual measurement as

the acceptance and settlement have not yet been made. The enterprise declared areas

according to on-site measurement, and the appraiser appraised the areas declared by

the enterprise after the random checks and verifications. If the area is inconsistent

with the declared area when the enterprise applies for relevant property ownership

certificates in the future, the valuation results shall be adjusted according to the area

specified in the property ownership certificates.
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(2) Land

As at the Valuation Benchmark Date, there were a total of two parcels of land with
defects of property rights in the land reported by the appraised entity, which have no

relevant property ownership certificates.

No. Company name

1 Guoneng Dingbian New
Energy Co., Ltd.* (Elft
ERMBERARAR)

2 Guoneng Dingbian New
Energy Co., Ltd.* (Bl fit

Location of the land

Baixinzhuang Village,

Anbian Town, Dingbian
County, Shaanxi Province
(Xinzhuang wind farm)
(M EBRLEEN
WO Gif e IR 7 55))

Niuchangqu Village,

Zhuanjing Town,

Land area Useofland  Notes

(1)

640 Production Having obtained
the approval for
accessibility to
certificate (HEss I
BEfERE 1) issued by
the competent land
authorities

8,250 Production Having obtained

the approval for

EBMBERARAF)  Dingbian County, Shaanxi accessibility to
Province (Chenliang wind certificate (s
power projects under B % ) issued by
construction) (W74 & /& 1% the competent land
BREF AT RN (R authorities
EREEEH))
Total 8,890.00

For the above land without property ownership certificates, the appraised entity
undertook the assets belong to it, and the disputes that may be caused by the
ownership of such assets have no concern with the valuation agency. For such assets,
the enterprise personnel used the area determined by on-site actual measurement as
the acceptance and settlement have not yet been made. The enterprise declared areas
according to on-site measurement, and the appraiser appraised the areas declared by
the enterprise after the random checks and verifications. If the area is inconsistent
with the declared area when the enterprise applies for relevant property ownership
certificates in the future, the valuation results shall be adjusted according to the area

specified in the property ownership certificates.
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3) Vehicles

As at the Valuation Benchmark Date, there were a total of three vehicles with defects
of property rights in the vehicles declared by the appraised entity, which have
inconsistencies between the obligee on the certificates and the actual user of the

vehicles.

Schedule of the Inconsistencies between the Obligee on the Certificate and the
Actual User of the Vehicles

Vehicle
registration Vehicle name and Obligee on the
No. number specification and model certificate  Actual user
1 Shaan Honda Accord 2.4, small Guodian Guoneng Dingbian
AO03WR7 car, HG7240A (ACCOR) Shaanxi New Energy
Electric Co., Ltd.
Power Co.,
Ltd.
2 Shaan Small car, Passat Guodian Guoneng Dingbian
A9QIE1 SVW7183SJD Shaanxi New Energy
Electric Co., Ltd.
Power Co.,
Ltd.
3 Shaan Small car, Citroen Guodian Guoneng Dingbian
A37WRS DC7207DT Shaanxi New Energy
Electric Co., Ltd.
Power Co.,
Ltd.

As at the Valuation Benchmark Date, the obligee and the vehicle registration number
of Vehicle No. 2 Shaan A9Q9E1 were changed. The vehicle registration number was
changed to Shaan KF681Q. The obligee on the certificate was changed from Guodian
Shaanxi Electric Power Co., Ltd. to Guoneng Dingbian New Energy Co., Ltd., and

there were no defects of property rights.

The obligee and the vehicle registration number of Vehicle No. 3 Shaan A37WRS5
were changed. The vehicle registration number was changed to Shaan KF381P. The
obligee on the certificate was changed from Guodian Shaanxi Electric Power Co., Ltd.
to Guoneng Dingbian New Energy Co., Ltd., and there were no defects of property
rights.
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(IDn

(I11)

For the above vehicles with the inconsistencies between the obligee on the certificate
and the actual user, Guodian Shaanxi Electric Power Co., Ltd., the obligee on the
certificate, has undertaken that the above vehicles belong to the appraised entity
and any possible disputes arising from the ownership of such part of assets have no

relationship with the valuation agency.

Pledge and guarantee

Long-term borrowings

After checking, as at the Valuation Benchmark Date, Guoneng Dingbian New Energy Co.,
Ltd. still had long-term bank borrowings of RMB1,275.7718 million, in which, RMB281
million was borrowed from China Development Bank Co., Ltd., Shaanxi Province Branch;
RMB176.8718 million was borrowed from Agricultural Bank of China Limited, Xi’an
Xishaomen Sub-branch; RMB255 million was borrowed from Industrial and Commercial
Bank of China, Xi’an Dongdajie Sub-branch; RMB272.90 million was borrowed from
Bank of Communications, Xi’an High-tech Industrial Development Zone Sub-branch; and
RMB290,000,000 was borrowed from Postal Savings Bank of China Co., Ltd., Yulin Branch.

In particular, in order to guarantee the performance of such borrowing from Industrial and
Commercial Bank of China, Xi’an Dongdajie Sub-branch, Guoneng Dingbian New Energy
Co., Ltd. provided a pledge guarantee for the above debts with all trade receivables and
interests under the tariff collection rights of Guoneng Shaanxi Dingbian Shengliang 50
MW Wind Power Project. In order to guarantee the performance of such borrowing from
China Development Bank Co., Ltd., Shaanxi Province Branch, Guoneng Dingbian New
Energy Co., Ltd. provided a pledge guarantee for the above debts with the tariff collection
rights and all incomes thereunder from Dingbian Xinzhuang 100 MW Wind Power Project
(poverty alleviation and development) of Guoneng Dingbian New Energy Co., Ltd. upon the
completion of construction based on the collection rights or income rights and other relevant
interests in proportion to the loan. The pledges, mortgages and guarantees undertaken by the
enterprise as well as the impact of the possible additional price due to the special transaction

method on the valuation conclusion were not taken into consideration in the valuation.

Uncertainties including unresolved matters and legal disputes

There is no unresolved matters and legal disputes in this valuation.
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(IV) Significant subsequent events

V)

The allocation decision was obtained for the land of Xinzhuang Wind Farm in April 2020,
but the land use rights certificate was not obtained as at the Valuation Benchmark Date.
However, as at the date of the valuation report, the Xinzhuang Wind Farm obtained the land

use rights certificate.
Other matters required to be explained

1. As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.

2. The intangible assets not recorded in the declaration of the enterprise is a patent for the
invention of a detection and protection method for start-up phase sequence applying to
triphase SVG (under application); Since the patent is still in the application stage and
uncertainties exist in whether the patent can be obtained in the future, this valuation

does not consider its impact on the valuation conclusion.

3. Materials in transit were mainly the raw materials in transit and others ordered by
the appraised entity in 2018. Through checking the relevant purchase information
and understanding from the enterprise, the appraisers found that part of the raw
materials from this purchase were still in transit and not delivered in the warehouse
and transferred to the inventory raw materials. In light of the long time span, the
difficulties in external confirmation and other factors, the appraisers were unable to
conduct further verification, and thus, the valuation was presented at the carrying

amount.

4. On 5 February 2019, as Dingbian New Energy illegally occupied 0.528 mu of land
in the village of Heyaoxian Village (B /E4T), Yangjing Town, Dingbian County
in November 2015 for the construction of the SOMW wind power project of Guodian
Shanxi Dingbian Huangwan (2 & B V5 7 4% % 1% SOMW Bl % LF£ 16 H ), which violated
Article 43 and Article 44 of the Land Administration Law of the People’s Republic
of China, the Bureau of Land Resources of Dingbian County issued the Decision of
Administrative Penalty (Ding Guo Tu Zi Fa [2019] No. 63), confiscated one new wind

turbine base on the land in compliance with the planning but illegally occupied by

—266 —



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

Dingbian New Energy, and imposed a fine of RMB15 per square meter on Dingbian
New Energy, totaling RMB5,280. Such amount of penalty was a relatively low amount
within the discretion of the relevant authorities. As the wind turbine was in normal
operation and the electricity generated was being settled normally from the time of the
incident to the date of the valuation report, the enterprise was not aware of how the
issue would be handled and therefore the impact of the seized wind turbine base on the

valuation was not considered in this valuation.

5. The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, and nor undertake the responsibility of
decision-making by relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

6. The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.

7. The scope of this valuation and the data, financial statements and relevant information
used in this valuation are provided by the appraised entity. The clients and the
appraised entity bear legal liability for the authenticity and completeness of the

information provided.

8. The relevant title documents of ownership rights and related information involved in
the valuation report are provided by the appraised entity. The clients and the appraised

entity are responsible for the authenticity and legality of the information provided.

9. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.
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10.  The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.

11.  The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.

12.  If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of valuation, it should be dealt with in accordance with

the following principles:

(1)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets’ prices which has a significant
impact on the asset valuation results, the clients should promptly engage a

qualified assets valuation agency to re-determine the appraisal value;
(3)  In the event of any change in the quantity of assets or the standard of price after

the Valuation Benchmark Date, the clients should give full consideration to the

actual value of the assets and make corresponding adjustments.
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13.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of Non-
aqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No.5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No.5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions.” Among
the wind power projects entrusted for valuation, the vast majority of wind farms
are entitled to continue to generate electricity within 2 to 10 years of the remaining
life period after enjoying the full life cycle subsidies. Such power generation will
no longer be subsidized by the central government, but can participate in green
certificate transactions after the green certificate was issued according to the policy;
the CDM transactions can only be conducted after being considered and approved by
the National Development and Reform Commission. As there are uncertainties in the
factors of the above administrative approval and the great uncertainties in the market
and price of green certificate transactions and CDM transactions after the benchmark
date, thus the income brought by green certificate transactions and CDM transactions
to wind farms was not considered in this valuation. Attention of relevant users of the

report shall be drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER GROUP
CORPORATION LIMITED* OF 100% EQUITY INTEREST IN
GUANGXI GUONENG ENERGY DEVELOPMENT CO., LTD.*
HELD BY CHN ENERGY GUANGXI ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1 [2021] NO. 1472

To China Longyuan Power Group Corporation Limited* and CHN Energy Guangxi Electric Power
Co., Ltd.*,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* ("5 & & 5 Al 4 5
FBRZS 7)) has appraised the market value of all shareholders’ equity interest in Guangxi Guoneng
Energy Development Co., Ltd.* (J& 74 Bl fig GEJR 4% & £ FR /A7) involved in the economic behaviour of
the proposed acquisition by China Longyuan Power Group Corporation Limited* (HE VR & /14 5 i 17y
FH R TH]) of 100% equity interest in Guangxi Guoneng Energy Development Co., Ltd.* held by CHN
Energy Guangxi Electric Power Co., Ltd. as at 31 December 2020, the Valuation Benchmark Date, by
way of adopting the asset-based approach and the income approach and carrying out necessary valuation
procedures in accordance with the requirements of the laws, administrative regulations and asset valuation
standards while sticking to the principles of independence, objectiveness and fairness. Details of asset

valuation are reported as follows:

L CLIENTS, PROPERTY RIGHT HOLDER, APPRAISED ENTITY AND OTHER USERS OF
VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited*, China
Energy Investment Corporation Limited are clients, CHN Energy Guangxi Electric Power Co., Ltd.
is another client and property right holder, and Guangxi Guoneng Energy Development Co., Ltd.* is

the appraised entity.
(48] Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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Overview of Another Client and Property Right Holder

Name: CHN Energy Guangxi Electric Power Co., Ltd. (“CHN Energy Guangxi”)

Registered address: Buildings D9-D10, Phase I of China — ASEAN Science and Technology
Business Incubation Base, No.l Headquarters Road, High-tech Zone,
Nanning City

Legal representative: Liu Hongrong (%7 4%)

Registered capital: RMB1,414,182,800

Economic nature: limited liability company (wholly owned by a legal person that is not

invested in or controlled by a natural person)

Date of establishment: 13 December 2007

Term of operation: 27 February 2014 to 26 February 2044

Unified social credit code: 914500000927396377

Business scope: investment and management of power plants, electricity (heat) production,
coal, power generation equipment, new energy, transportation, high and new technology,
environmental protection industry and land development; power technology development,
technology transfer, technology services; information consulting; import and export trade;
sales of power generation ancillary products; property services; property leasing; equipment
and real estate leasing; power distribution network construction and management, electricity
utilization business consulting, sales of electricity and heat supply services. (For projects
subject to approval pursuant to the laws, operating activities shall commence upon receipt of

the approval from relevant authorities.)
Overview of the Appraised Entity

Name of enterprise: Guangxi Guoneng Energy Development Co., Ltd.* (“Guangxi New
Energy”)

Domicile of enterprise: Building D9, Phase I of China — ASEAN Science and Technology
Business Incubation Base, No.1 Headquarters Road, High-tech Zone,
Nanning City

Legal representative: Wu Yinglong (5= fEHE)

Registered capital: RMB158,450,000

Type of company: limited liability company (wholly owned by a legal person that is not

invested in or controlled by a natural person)

Date of establishment: 14 August 2012

Term of operation up to: 13 August 2042

Unified social credit code: 91450000052708975F
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1. Historical development

Guangxi New Energy was established in August 2012 and is mainly engaged in wind
power generation projects. In August 2014, its registered capital was changed from
RMB20.6 million to RMBS58.45 million; in February 2015, its registered capital was
changed from RMB58.45 million to RMB88.45 million; in August 2017, its registered
capital was changed from RMB88.45 million to RMB138.45 million; in March 2018,
its registered capital was changed from RMB138.45 million to RMB158.45 million; in
August 2020, its investor was changed from Guodian Guangxi Power Co., Ltd. (% 7&
J& V45 )14 FR/A 7)) to CHN Energy Guangxi Electric Power Co., Ltd.

2. Corporate profile

Guangxi Guoneng Energy Development Co., Ltd.* is mainly engaged in wind power
generation. The company currently operates Baihuashan wind farm project with a
total installed capacity of 80 MW, including a total of 32 wind turbines, each with an
installed capacity of 2.5 MW.

For the Baihuashan wind farm project, Guangxi Guoneng Energy Development Co.,
Ltd.* has obtained the registration certificate (Gui Fa Gai Energy [2017] No. 747)
(CHEEZEPRAEVR[2017]7479%)) in June 2017. The first wind turbine of the project was
connected to the grid for power generation in October 2020 and all wind turbines were
connected to the grid for power generation and put into trial operation before the end
of December 2020 and were put into commercial power generation in February 2021.
Guodian Guangxi New Energy Development Co., Ltd.* has entered into the Power
Purchase and Sale Contract with Guangxi Power Grid Co., Ltd. in respect of the

Baihuashan power generation project.
3. Business scope

Development of, investment in, and construction, operation and management of
new technologies for wind energy, solar energy, distributed energy, ocean energy,
bioenergy, geothermal energy, photoelectricity integration, energy materials and
photovoltaic illuminants; sales of power equipment and materials; technical services
and technical consultation for new energy business; investment in the development
and utilization of ecological tourism resources. (For projects subject to approval
pursuant to the laws, operating activities shall commence upon receipt of the approval

from relevant authorities.)
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4. Principle business

Guangxi Guoneng Energy Development Co., Ltd.* is mainly engaged in wind power

generation.

5. Financial position, operating status and cash flow status of Guangxi New Energy

As disclosed in the audited statements, as at 31 December 2020, the Valuation
Benchmark Date, total assets, total liabilities and total shareholders’ equity amounted
to RMB1,460,417,500, RMB1,176,735,800 and RMB283,681,700, respectively; for
2020, it realized operating revenue of RMBO0.00 and net profit of RMB54,968,000;
for 2020, net increase in cash and cash equivalents was RMB-69,303,300 and balance
of cash and cash equivalents as at the end of the period was RMB29,495,600. The
audited financial position, operating status and cash flow status of the company for the

past three years and as at the benchmark date are as follows:

Assets, liabilities and financial position of Guangxi New Energy

Unit: RMBO0’000

31 December 31 December 31 December 31 December

Item 2017 2018 2019 2020
Total assets 38,8603.58 05,684.12 75,171.51 146,041.75
Liabilities 23,125.98 39,776.33 52,300.13 117,673.58
Total shareholders’ equity 15,737.60 25,907.79 22,871.38 28,368.17

2017 2018 2019 2020
Operating revenue 0.00 0.00 0.00 0.00
Total profit -666.61 10,170.19 7,107.19 5,496.80
Net profit -666.61 10,170.19 7,107.19 5,496.80
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2017 2018 2019 2020
Net cash flows generated from operating
activities -5,308.19 -2,229.16 -4,462.71 -1,839.66
Net cash flows generated from investing
activities -5,908.62 -7,893.26 -1,847.97 -62,235.83
Net cash flows generated from financing
activities 11,217.27 15,518.68 10,724.19 57,145.16
Net increase in cash and cash equivalents 4,602.59 5,396.27 4,413.51 -6,930.33
Audit opinion Standard Standard Standard Standard
unqualified unqualified unqualified unqualified
opinion opinion opinion opinion
Number of audit report Zhong Huan Tian Zhi Tian Zhi Tian Zhi
Shen Zi [2018]  YeZi[2021]  YeZi[2021]  YeZi[2021]
No. 021841 No. 26138 No. 26138 No. 26138
(RRET (KRBT (KRBT (KHzE
[2018]021841%%) [2021126138 ) [2021126138%) [2021126138%)
Audit institution Mazars Baker Tilly Baker Tilly Baker Tilly

Certified Public ~ International ~ International — International
Accountants Certified Public Certified Public Certified Public
(Special General ~ Accountants ~ Accountants ~ Accountants
Partnership) (Special General (Special (Special
Partnership) General General

Partnership) Partnership)
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6. General information on the investees

The book value of the long-term equity investment involved in this valuation was
RMB624,611,653.33 without provision for impairment and the net carrying amount
was RMB624,611,653.33. A total of four entities are involved in the long-term equity

investment, all of which are nominally and effectively owned subsidiaries. Details are

as follows:

Unit: RMB

Shareholding
No. Name of investee (full name) percentage Book value
| Guodian North Investment Guanyang Wind Power Co., Ltd. AELRERREH 51% 103,581,000.00
RAH)

2 Guodian Youneng Quanzhou Wind Power Co., Ltd. (B Beé 2 MEE A RAH) 97% 308,433,333.33
3 Guodian Youneng Gongcheng Wind Power Co., Ltd. (Bl & BREAMEE A RAH) 97% 186,197,320.00
4 Guodian Youneng Yulin Wind Power Co., Ltd. (H & (B i EMEEARAT) 60% 26,400,000.00
Total 624,611,653.33
Less: provision for impairment of long-term equity investments (net) 624,611,653.33
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II.

(IV) Relationship between the clients and the appraised entity

China Longyuan Power Group Corporation Limited*, the client, CHN Energy Guangxi
Electric Power Co., Ltd., the client and the property right holder, and Guangxi Guoneng
Energy Development Co., Ltd., the appraised entity, are all subordinate units of China

Energy Investment Corporation Limited, and they are related entities.

(V) The clients and other users of the valuation report under the assets valuation

entrustment contract

The users of this valuation report shall be the clients and parties concerned with the economic

behaviour.

Unless otherwise stipulated by the national laws and regulations, any agency or individual
without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.

PURPOSE OF VALUATION

Pursuant to the Resolution on Transfer of 100% Equity Interest in Guodian Guangxi New Energy
Development Co., Ltd.* by CHN Energy Guangxi Electric Power Co., Ltd., on 11 January 2021,
the CHN Energy Guangxi Electric Power Co., Ltd. made the following resolution at the first office
meeting in 2021: through the unified arrangement of the group company, CHN Energy Guangxi
agreed to transfer its 100% equity interest in Guangxi Guoneng Energy Development Co., Ltd.* to

China Longyuan Power Group Corporation Limited* by agreement.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity of
Guangxi Guoneng Energy Development Co., Ltd.* on the Valuation Benchmark Date, and to
provide value reference for China Longyuan Power Group Corporation Limited* in its proposed
acquisition of 100% equity interest in Guangxi Guoneng Energy Development Co., Ltd.* held by
CHN Energy Guangxi Electric Power Co., Ltd.
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III. APPRAISAL TARGET AND SCOPE OF VALUATION

@

(In

Appraisal target and scope of valuation

The appraisal target is the total equity attributable to the shareholders of Guangxi Guoneng
Energy Development Co., Ltd.

The scope of valuation covers all assets and liabilities of Guangxi Guoneng Energy

Development Co., Ltd.

The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guangxi Guoneng Energy Development Co.,
Ltd.* had assets with a total carrying amount of RMB1,460,417,500, total liabilities of
RMB1,176,735,800 and net assets of RMB283,681,700, including specifically, current
assets of RMB305,527,400; non-current assets of RMB1,154,890,100; current liabilities of
RMB156,423,800; non-current liabilities of RMB1,020,312,000.

The above asset and liability data are extracted from the balance sheet of Guangxi Guoneng
New Energy Development Co., Ltd.* as of 31 December 2020. The appraisal target and
scope of the valuation are the same as those involved in the economic behaviour. The book

value has been audited and a standard unqualified audit report has been issued thereon.

The physical assets as reported by the enterprise subject to valuation are machines and

equipment, which have the following types and features:
1. Equipment
(1) Vehicles
There are two vehicles in total, including a Volkswagen brand SVW71810H]J
small-size sedan and a Jiangxi Isuzu brand JXW1031CSG light and
multi-purpose truck, which are in normal use at the benchmark date and are
qualified in annual inspection.
(2)  Electronic equipment
There are 287 items of electronic equipment in total, including various types
of computers, air conditioners, printers, copiers and other equipment for office

use, which are distributed in each office area of the enterprise. Such electronic

equipment assessed are in normal use at the benchmark date.
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2. Construction in progress

Construction in progress mainly refers to Guigang Baihuashan wind power project (80
MW) in progress of Guodian Guangxi, which includes: the proposed installation of
32 wind power generating units with an installed capacity of 2.5 MW each, totaling
80 MW installed capacity. The combined correction factor of the wind farm project
(excluding the correction for wake effect) is 0.736, and the average wake effect is
3.08%. According to the calculation, the theoretical annual power generation capacity
of the project is 311.258 GWh, and the theoretical power generation capacity is
301.771 GWh after discount by the wake effect, based on which the annual on-grid
power of the wind farm is calculated to be 222,104,100 kWh, and the average on-grid
power for each unit is 6,940,700 kWh. The annual equivalent load hours of the wind
farm is calculated to be 2,776.3h with a capacity factor of 0.317. (According to the
preliminary design report of Guigang Baihuashan wind farm project of Guodian
Guangxi). The book value of the construction in progress represents all costs incurred
for the project, including civil construction, equipment purchase costs, equipment
installation, land acquisition costs, preliminary engineering costs, construction and
management costs during the construction period, and capitalized interest during the

construction period.

The overall project construction of Guigang Baihuashan wind power project (80MW)
of Guodian Guangxi obtained the Approval of Development and Reform Commission
of Guangxi Zhuang Autonomous Region on the Approval of Guigang Baihuashan
Wind Power Project (<& P4 iftik B 16 55 e f iR 22 B g BR B O 6 1L RGBS L
UM HTE)) (Gui Fa Gai Energy [2017] No. 747 (H: M BETR[2017]747%%)) in
June 2016, but due to the fact that it would take some time to complete the procedures
for the approval of use of forest land, approval of construction land, and the relevant
documents during the construction period, the project applied to the Development
and Reform Bureau of Gangbei District, Guigang City, Guangxi Zhuang Autonomous
Region for a one-year extension of the approval period in April 2019. In September
2019, the construction of Guigang Baihuashan wind power project commenced, and
the first unit was connected to the grid and put into trial operation in October 2020.
All units were connected to the grid for commercial power generation in February
2020.
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Iv.

(II) The intangible assets recorded in or off the book of the enterprise

1. The intangible assets recorded in the book

As of 31 December 2020, the Valuation Benchmark Date, the intangible assets
recorded in the book as reported by the enterprise included the other 10 intangible

assets owned by appraised entity (mainly 10 software and systems):

2. Intangible assets recorded off the book

The intangible assets recorded off the book have not fallen in the scope of the

enterprise’s reporting.

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

As of 31 December 2020, the Valuation Benchmark Date, no off-balance-sheet asset within

the scope of reporting by the appraised entity was found.

(V) The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the Valuation Benchmark Date as
set out in the valuation report are the audited results stated in the Special Audit Report and
Financial Statements in relation to the Appraised Entity issued by Baker Tilly China Certified
Public Accountants LLP (Tian Zhi Ye Zi [2021] No. 26138) (covering the years 2018-2020)

on 15 April 2021. Save for this, no reports from other agencies have been cited.

TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation is determined to be the market

value.
The market value is defined as the estimated price of the appraisal target in a normal and arm’s

length transaction between a willing purchaser and a willing seller acting reasonably and without

compulsion as at the Valuation Benchmark Date.
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VI.

VALUATION BENCHMARK DATE
The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
I Basis of economic behaviour

1. Resolution on Transfer of 100% Equity Interest in Guodian Guangxi New Energy
Development Co., Ltd.* by CHN Energy Guangxi Electric Power Co., Ltd. (the first
office meeting of CHN Energy Guangxi Electric Power Co., Ltd. in 2021);

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({H#E A R L[5 & 2 AL
%)) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China (% A R LA [k 8L)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China (' # A R LRI E 7 %:7%)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Administrative Measures for Major Assets Restructuring of Listed Companies (CSRC
Decree No. 109 and Revision of CSRC Decree No. 127) ({ b 1li /A ® & K& &E FELHE
B (B B g 25510998 > R &2 1279E ),

5. Enterprise Income Tax Law of the People’s Republic of China (H#E A R ILAIE 4>

F 15 8i1%)) (Revision passed at the 7th meeting of the Standing Committee of the
Thirteenth National People’s Congress on 29 December 2018);

- 281 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

6. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China (¢ #E A R LA B A 2E T S BLE B EWR A1) ) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No.714 of the State Council of the People’s Republic of China
on 23 April 2019);

7. Provisional Regulations of Value Added Tax of the People’s Republic of China ({*"
#e N\ R AL 3 B (B AT 1) ) (State Council Decree No. 691) (BIHS e 2 556915%);

8. Detailed Rules for the Implementation of the Provisional Regulations on Value Added
Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No.50) (HF#HE A B A 50 34 (B B B 4706 51 B e 400 B ) (B BB
I8 Z BB AR 2 S 50%58)):

9. Vehicle Acquisition Tax Law of the People’s Republic of China ({73 A R 3t A1 B #1
I {8 B BL1%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

10.  General Rules of Loans ({3 HI)) (the People’s Bank of China);

11.  Urban Real Estate Administration Law of the People’s Republic of China (1 #E A [%
FLFN R 35k T 75 b 2E A LK) (passed at the 12th Meeting of the Standing Committee of
the Thirteenth National People’s Congress on 26 August 2019);

12.  Land Administration Law of the People’s Republic of China (' #E A R ALFE +
M HEEE)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

13.  Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (<A B B A ol 8 B A & 2 5
AT 7 A~ IR R A A AR A R ) (BRI [2001110255%));

14.  Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (i s 4 3£ 5
A7 R AN R AR A B 2 ) (B 2% 7 HE[2006]27458));

15.  Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B> 2 BA & wEAG o 38 4%
AR A R S ZE A 2 0 ) (IR E 2009194 15%));
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16.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of
the State Council) (<A & /& 54k & HEAHE ) (B BE 4 559198));

17.  Urban Real Estate Administration Law of the People’s Republic of China (% AR
LA 35k T 7 M2 A ) (passed at the 12th Meeting of the Standing Committee of
the Thirteenth National People’s Congress on 26 August 2019);

18.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) ({{>3EEA & 7 BB M 1T A0 (B B 2 55 3785% » BB 226
5885 1EH]));

19.  Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) ({1 3£ B & 7 58 ) Ba B & L
) (BEZ232%%));

20. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({{b2E B A & 7E 7 A
BT AT IR (BB e I 2 2 12998));

21.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) (A 2E B A & 2 RN TH
H 2 TAER 51D (B & 3 = HE[2013]6498));

22.  Law of the People’s Republic of China on State-owned Assets of Enterprises ({41 % A
RALFIE A 258 & 15)) (passed at the Sth meeting of the Standing Committee of
the Eleventh National People’s Congress on 28 October 2008);

23.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(CEEE RPAG AT 36 B LB BIL ) (28 N RS e B B2 25 8693%));

24.  Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (<%
Hh A S B A A R B A ) S T A RN (I B (20101 115%));

25.  Other laws, regulations and rules related to the valuation.
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(I1T)

Basis of valuation standards

1.

10.

11.

12.

13.

Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);

Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);

Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);

Practicing Standards for Asset Valuation —Valuation Methodology (Zhong Ping Xie
[2019] No. 35);

Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);

Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);
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14.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

15.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

16.  Guiding Opinions No. 6 for Asset Valuation Expert —Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);

17.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

18.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);
19.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership

1. Motor Vehicle Driving Permit;

2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate and related affirmation of property rights;

3. Patent certificates and related affirmation of property rights;
4. Contracts or certificates for purchase of significant assets;
5. Other references.

(V) Basis of price determination

1. Notice of the Ministry of Finance and the State Administration of Taxation on Overall
Implementation of the Pilot Program by Replacing Business Tax with VAT (Cai Shui
[2016] No. 36) (CHFELER ~ B 5B B A Ja Bl i 4 Th 4 B 7 SE B0 A i (BB w8 1) 2
FI) (M BE[2016136%5));
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2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General
Administration of Customs Announcement No. 39 of 2019);

3. 2020 Price Information Inquiry System for Mechanical and Electrical Products
(Institute of Machinery Industry Information) ({20204 75 2 /i (B 45 {5 5 & 50 R 4%) (#
W 2EAE BFFTRL));

4. Code for Real Estate Appraisal ({5 HEf5EH#)) (GB/T50291-2015);

5. Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

6. Loan prime rate (LPR) announcement authorized to be published by the National

Interbank Funding Centre on 21 December 2020;

7. ZOL (hBHFESR);

8. PConline (AT B IS4,

9. Autohome (VXHE 2 Z4H);

10.  Landvalue (203 {8 2 J149);

11.  Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s

Republic of China NB/T31011-2019);

12.  Estimated Quota of Onshore Wind Farm Projects (Energy Industry Standard of the
People’s Republic of China NBT 31010-2019);

13.  Catalogue of Industries Encouraged to Develop in the Western Region (2020 Edition)
(Decree No. 40 of the National Development and Reform Commission of the People’s
Republic of China).
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(VI) Other references

1. Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

2. Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

3. 38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

4. Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 edition);

5. 2020 Report on the Evaluation of the Performance of Listed Companies in China;
6. Wind Information Financial Terminal;
7. Investment Valuation (written by [US] Damodanran, translated by [Canada] Lin Qian,

Tsinghua University Press);
8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim e Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic

Industry Press);

9. Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

10.  Other references.
VII. VALUATION METHODS
Introduction of the Income Approach
1. Overview
According to the relevant regulations of state administration authorities of the PRC, the
Practice Standards for Asset Appraisal-Enterprise Value as well as international and domestic
appraisal practices for similar transactions, the valuer decided to estimate the equity capital

value of the appraised entity by using the discounted cash flow (DCF) method based on the

income approach.
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The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.

2. Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;

) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark

date, and their values are measured separately;
(3)  The enterprise value of the appraised entity is obtained by summing up the values

of the aforesaid assets and liabilities, and the total shareholders’ equity value of the

appraised entity is obtained after deducting the value of interest-paying debts.
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3. Valuation Model

&y

Basic Model

The basic model for this valuation is:

E=B-D (1)
Wherein:
E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;

D: Interest-bearing debts of the appraised entity;

B=P+I1+C 2)

P: Value of operating assets of the appraised entity;

n
P=Y IR (1 +ry] +p, x(1+r)
i=1 3

Wherein:

P.: Consideration of the recoverable value of related assets including
working capital, fixed assets and intangible assets at the end of the
operating period;

Ri:  Expected income of the appraised entity in Year i in the future (free cash
flows);

I: Discount rate;

n: Future operating period of the appraised entity;

C: Value of surplus or non-operating assets (liabilities) of the appraised

entity existing as at the benchmark date;

C=C+GC 4)
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&)

(&)

C,:  Value of current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;

C,:  Value of non-current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;
D: Value of interest-bearing debts of the appraised entity;
It Long-term equity investment value of the appraised entity;
Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the

income indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on

interest-bearing debts after tax — Additional capital (®))

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development
and others. The free cash flows in the future operating period are discounted

and summed up to calculate the value of operating assets of the enterprise.
Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted

average cost of capital (WACC) model:

r:TdXWd+rEXWB (6)
Wherein:

W4 Debt ratio of the appraised entity;

D
(E+D) (7)

Wq =

W.: Equity ratio of the appraised entity;

E
(E+D) (8)

We =
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Iy Interest rate of interest-bearing debts after income tax;
o Cost of equity capital. In this valuation, the cost of equity capital (r.) is
determined by the capital asset pricing model (CAPM);
To =17+ Pe X (i —17) + & ©
Wherein:
I Risk-free return rate;
It Expected market return rate;
e 1  Characteristic risk adjustment factor of the appraised entity;
p .. Expected market risk factor of the equity capital of the appraised entity;
B = Bux (14 (1-1) x )
= * - X —
e u E (10)
B .. Expected unlevered market risk factor of comparable companies;
_ Bt
ﬁu - D:
1+(1—¢t)x+
E; (11)
B Expected market average risk factor of stocks (assets) of comparable
companies;
B = 34%K + 66%, (12)
Wherein:
K: Expected average risk value of stock market in the future, for which it
normally assumes that K=1;
B . Historical market average risk factor of stocks (assets) of comparable

companies;

D, E;: Interest-bearing debts and equity capital of comparable companies,

respectively.
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VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION
PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

In early January 2021, the valuation agency entered into the site for the preparation of

preliminary work;

In early January 2021, the clients convened the intermediary coordination meeting
for the project, and all parties concerned reached consensus on the purpose of this
valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.

(I) On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.

Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.

Verified the fixed asset by way of random check based on the statements of asset

inspection, valuation and declaration.

Reviewed and collected the title certificates of the appraised assets.
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6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.

(II) Valuation Summarization

In late March 2021, we checked the declaration contents provided by the appraised entity,

and adjusted, amended and improved such valuation results where necessary.

(IV) Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.
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IX.

VALUATION ASSUMPTIONS

The appraisers followed the following assumptions in this valuation:

@

General Assumptions

1.

Transaction Assumption

The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most

fundamental premise assumption for the further implementation of the asset valuation.

Open Market Assumption

The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational
judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.

Going Concern Assumption

The going concern assumption is the assumption made by taking the overall assets of
the enterprise as the appraisal target. Namely, the enterprise, as the operation entity,
can continue to operate in accordance with the business objectives under the external
environment where it exists. The enterprise operators are responsible for and capable
of taking responsibility; in order to maintain the ability of continuous operation, the
enterprise can operate legally and obtain appropriate profits. For all kinds of operating
assets of the enterprise, they can be used continuously based on their current purpose,
method, scale, frequency and environment of application, or can be used on a changed

basis.
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Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates of the appraised entity in the future

operating period.

3. The management of the appraised entity will diligently fulfill their responsibilities in
the future operating period, and it will continue to operate on the basis of the operation

and management model as at the benchmark date.

4. The main business, the composition of revenue and costs, as well as the sales
strategies and cost control of the appraised entity in the future operating period will be
basically consistent with the forecasts by the enterprise in its feasibility study and the

projections by its management, without significant changes.

5. In the future operating period, the expenses of the appraised entity will not
differ greatly from the forecasts in the feasibility study and the projections by its
management. Given that the monetary funds or bank deposits of the enterprise vary
frequently in the course of production and operation, neither the interest income from
deposits, nor other uncertain profits and losses including exchange gains and losses

are taken into consideration in the valuation.

6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.

7. In this valuation, it is assumed that the acquisition and utilisation methods of the sites
for production and business operation of the appraised entity will remain consistent

with those as at the Valuation Benchmark Date without changes.

8. According to the “Enterprise Income Tax Law of the People’s Republic of China
(Ch#E N RALFNE A ZEPT 13 BL#E)) (passed at the seventh meeting of the Standing
Committee of the 13th National People’s Congress on 29 December 2018), “under
Article 27, the following income of an enterprise may be subject to the exemption
or reduction of enterprise income tax: (II) the income gained from investment and
operation of public infrastructure projects supported by the state;” the Notice of the
Ministry of Finance and the State Administration of Taxation on Issues Concerning

Preferential Enterprise Income Tax Policies for Public Infrastructure Projects and
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Environmental Protection, Energy Saving and Water Conservation Projects ( {(HF B
B 22 i 5 4R B I S R R it T 1) R B85 R 0 A T K TH H A 36 P 15 B0 48 2R
A4 N)) (Caishui [2012] No. 10), “the income of an enterprise gained from
engaging in the investment and operation of public infrastructure projects approved
before 31 December 2007 that meet the requirements of the Catalogue of Public
Infrastructure Projects Eligible for Enterprise Income Tax Preferential Treatment
(CAFLERER B IA B 3B 2 H #)) and the income gained from engaging
in the environmental protection, energy saving and water conservation projects
approved before 31 December 2007 that meet the requirements of the Catalogue of
Environmental Protection, Energy Saving and Water Conservation Projects Eligible
for Enterprise Income Tax Preferential Treatment ((ERIZ IR ~ EifeHEi /KA H ZEPT
i 2 H $%)), are entitled to the preferential exemption or reduction of enterprise
income tax for the remaining years from 1 January 2008 in a “3+3 tax holiday”
calculated in accordance with the provisions of the new tax law commencing from
the tax year in which the first production and operation income is obtained from the

project”.

As new wind power projects are listed in the Catalogue of Public Infrastructure
Projects Eligible for Preferential Enterprise Income Tax Treatment ({73558 3% i TH
H A ZEPT 1S B B Ek)), the grid-connected wind power projects are entitled to enjoy
the preferential policy of “3+43 tax holiday” for six years from the commencement of
their commercial operation and can no longer enjoy it upon expiry of such six years.
In other words, Baihuashan Wind Power Station was connected to the grid entirely in
February 2021, and the period during which it can enjoy such preferential income tax
policy will expire in 2026. According to the Catalogue of Industries Encouraged to
Develop in the Western Region (2020 Version) (74 [ 5% Bhk 2 3£ B % (20204
7))), from 1 January 2021 to 31 December 2030, a reduced enterprise income tax rate
of 15% shall be applicable to enterprises located in the western region and engaged in
the encouraged industries. Therefore, the period for the implementation of preferential
enterprise income tax rate of 15% for the wind power operation projects will expire on

31 December 2030 and will not be renewed upon its expiry.
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9. Pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Value Added Tax Policies for Wind Power Generation (B ~ Bl Z B8 4 5 BH
A B A7 8% TE B (B BB SR Y38 1)) (CaiShui [2015] No. 74), “taxpayers who sell their
self-produced power products using wind power are entitled to an immediate 50%
refund of the VAT from 1 July 2015.”, it is assumed that the wind power projects will

continue to enjoy an immediate 50% refund of the VAT in this valuation.

10.  With reference to the recovery of state subsidies on electricity tariff for subsidiaries
of the appraised entity in past years, it is assumed that the recovery period for state
subsidies for electricity tariff receivable for 2021 and subsequent years will be two

years.

11.  According to the power purchase and sale contract entered into between Guangxi
Power Grid Company Limited* and Guangxi Guoneng Energy Development Co.,
Ltd., Guigang Branch* in August 2020 in relation to Baihuashan Wind Farm Project
(with an installed capacity of 80MW), it was agreed in the contract that the on-grid
tariff for the wind farm generating units will be implemented at the tariff approved
by the competent price authorities of the government, subject to relevant policies
and documents. According to the Notice on the Adjustment of the Benchmark On-
Grid Tariff for Onshore Wind Power from Photovoltaic Power Generation (Fa Gai
Jia Ge [2016] No. 2729) (KB g B e IR 5 o e 1 Ja\FE AR AR - 4 56 5 2 ) (B ek
fE4%[2016]2729%%)) issued by the National Development and Reform Commission,
and the Notice of the Price Bureau of Guangxi Zhuang Autonomous Region on
Matters relating to the Reasonable Adjustment to the Tariff Structure (Gui Jia Ge
[2017] No. 34) (CE U ALR B 6 ) (8 5 B o 210 B 56 08 45 WA B S TH B0 a )
(H:AE#%[2017]34%%)), the on-grid tariff for Baihuashan Wind Farm is RMBO0.57/
kWh (tax inclusive), in particular, the benchmark on-grid tariff has been adjusted to
RMBO0.4207/kWh (tax inclusive) and the subsidy for renewable energy is RMB0.1493/
kWh (tax inclusive), from 1 July 2017. The term of the power purchase and sale
contract is from 5 August 2020 to 31 December 2020 and it is assumed that the

contract has been renewed upon expiry.
12. Tt is assumed that subsequent to the Valuation Benchmark Date, the cash inflows of
the appraised entity represent average inflows and its cash outflows represent average

outflows.

When conditions stated above change, valuation results will generally become invalid.
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X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, science and objectivity, we carried out
the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management
on the future development trend and business planning, and the total shareholders’ equity value
of Guangxi Guoneng Energy Development Co., Ltd.* was evaluated by income approach on the

benchmark date of 31 December 2020. The conclusions were as follows:

I Valuation conclusion by income method

Upon implementation of valuation procedures including checking and verification, on-site
inspection, market survey and confirmation as well as assessment and estimation, the
discounted cash flow method (DCF) was used to assess the estimated value of the total
shareholders’ equity of Guangxi Guoneng Energy Development Co., Ltd.* (& P45 fig
BEVREE R A BR/AF]). As of the Valuation Benchmark Date of 31 December 2020, the
book value of owners’ equities of Guangxi Guoneng Energy Development Co., Ltd.* was
RMB283,681,700, and the appraisal value was RMB986,000,000, with an appreciation of
RMB702,318,300 or 247.57%.

(IT) Analysis on the valuation results and the final valuation conclusion

1. Analysis of difference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB986,000,000, which was RMB904,984,000 or 1,117.04% higher than
that of RMB81,016,000 calculated with the asset-based method. The main reasons for

the difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;

(2)  In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.
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Given the above, there is a difference between the results from the two valuation

methods.

2. Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. Although the asset-based method
objectively reflects the market value of owners’ equity of an enterprise from the
perspective of asset construction, we are of the view that when revenues and costs in
the income method can be predicted more reasonably and when future uncertainties
are small or can be estimated normally, the income method can reflect the value of all
shareholders’ equity as at the benchmark date in a more objective and reasonable way,

compared with the valuation results of the asset-based method.

In conclusion, we were of the view that the valuation results of the income
method could better reflect all shareholders’ equities of Guangxi Guoneng Energy
Development Co., Ltd.*, thus the valuation results of the income method were taken
as the final conclusion of the valuation. The value of all shareholders’ equities
of Guangxi Guoneng Energy Development Co., Ltd.* arrived thereafter was
RMB986,000,000 as at the benchmark date.

3. Changes in valuation conclusion as compared to book value and reasons

The valuation results as compared to the book value was changed after the valuation
report adopts the income approach to appraise the value of the total shareholders’
equity of Guangxi Guoneng Energy Development Co., Ltd.*. The changes and reasons
are due to that the expected future overall profitability of the currently operating
project, Guigang Baihuashan Power Station, is better than the size of the assets and to

the valuation appreciation of the long-term equity investment.
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XI.

4. Consideration of the impact of right of control and liquidity on the value of the

appraisal target

Neither had the report taken into account the premium that may incur due to the right

of control, nor the impact of the liquidity on the value of the appraisal target.

NOTES ON SPECIAL MATTERS

@

(I

Defects of property rights

As at the Valuation Benchmark Date, there were no defects of property rights in the assets

reported by the appraised entity.
Pledge and guarantee
Long-term borrowings

Upon inspection, as at the Valuation Benchmark Date, Guangxi Guoneng
Energy Development Co., Ltd.* had borrowings due to banks and institutions of
RMB1,020,312,000.00, including RMB600,000,000.00 of long-term borrowings due
to Shenhua Finance Co., Ltd.* (Wﬁ,ﬁ?ﬁ%ﬁlﬁ/&ﬁl), RMB15,000,000.00 of long-term
borrowings due to CHN Energy Guangxi Electric Power Co., Ltd., RMB223,400,000.00
of long-term borrowings due to Guigang Branch of Industrial and Commercial Bank of
China, RMB171,912,000.00 of long-term borrowings due to Nanning Youai Sub-branch of
Agricultural Bank of China, and RMB10,000,000.00 of long-term borrowings due to Guigang
Branch of China Postal Savings Bank. (The above includes non-current liabilities due within

one year)

Among them, the long-term borrowings due to Nanning Youai Sub-branch of Agricultural
Bank of China have a term of 15 years and are guaranteed as follows: the borrower may
provide credit guarantee during the construction period and pledge tariff collection rights as
guarantee during the operation period. Nanning Youai Sub-branch of Agricultural Bank of
China shall be the first or tied for first ranking and the credit terms of Nanning Youai Sub-
branch of Agricultural Bank of China shall not be less favourable than the terms for similar

business of comparable peers.

The long-term borrowings due to Guigang Branch of China Postal Savings Bank have a
term of 15 years and are guaranteed as follows: Guigang Branch of Guangxi Guoneng
Energy Development Co., Ltd.*, the pledgor, shall pledge the tariff collection rights of the

Baihuashan Wind Farm Project in Guigang to the lender as a guarantee.
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(I11)

(Iv)

(V)

The valuation did not consider the impact on the valuation conclusion by pledges, mortgages
and guarantee matters undertaken by the enterprise, and the possible additional price to be

paid in special transactions.

Uncertainties including unresolved matters and legal disputes
There is no pending legal dispute involved in this valuation.
Significant subsequent events

On 9 February 2021, the Natural Resources Bureau in Jiangyong County issued the Decision
of Administrative Penalty to Guodian Youneng Gongcheng Wind Power Co., Ltd. (B &
REAN IR JEVEE A BR /A H]), a subsidiary of the appraised entity, pursuant to which, the company
was imposed an administrative penalty due to its illegal occupation of agricultural land by
the three turbines No. 36#, No. 37# and No. 38# of the Yuanshishan Wind Power Project
and was required to restore the original appearance of the illegally occupied land. On 26
April 2021, the Government of Jiangyong County agreed with Gongcheng Wind Power to
dismantle the wind turbines at the province-level natural reserve in Yuankou, Jiangyong. At
present, Gongcheng Wind Power has formulated a plan for dismantling, which has clarified
the dismantling task on a monthly basis. It is expected to complete all the rectification tasks

in November of this year.

This valuation has taken into account the impact of the event on the valuation conclusion,

mainly including impact on the installed capacity and the generating capacity of the project.
Other matters required to be explained

1. As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.
2. The premium and discount arising from factors such as the right of control and

minority interests were not considered in this valuation when it involved the

converting of certain equities.
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3. The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, and nor undertake the responsibility of
decision-making by relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

4. The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.

5. The scope of this valuation and the data, financial statements and relevant
information used in this valuation are provided by the appraised entity. The clients
and the appraised entity are responsible for the authenticity and completeness of the

information provided.

6. The relevant title documents of ownership rights and related information involved in
the valuation report are provided by the appraised entity. The clients and the appraised

entity bear legal liability for the authenticity and legality of the information provided.

7. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.

8. The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.
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9. The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.

10.  If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of valuation, it should be dealt with in accordance with

the following principles:

(I)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets’ prices which has a significant
impact on the asset valuation results, the clients should promptly engage a
qualified assets valuation agency to re-determine the appraisal value;

(3) In the event of any change in the quantity of assets or the standard of price after
the Valuation Benchmark Date, the clients should give full consideration to the
actual value of the assets and make corresponding adjustments.

11.  The Qingshankou Project (F I M H) constructed and operated by Guodian
Youneng Quanzhou Wind Power Co., Ltd.* (B EERE 2N EEAR LA, a
subsidiary of Guangxi Guoneng Energy Development Co., Ltd.*, was approved
and recorded in April 2018, with the first unit being connected to the grid for trial
operation in December 2020. According to the Notice of the National Development
and Reform Commission regarding the Improvement of the Policy on On-grid Tariff
for Wind Power (Fa Gai Jia Ge [2019] No. 882) (B Z ¥ Bt & B & Bk 7 %
JE 7 8% T b A R A OR A A R (35 U A% [2019]8824%)), the State will no longer
grant subsidy to the on-shore wind power projects which had been approved before
the end of 2018 but failed to complete grid connection before the end of 2020. In this
valuation, it is assumed that the tariff for Qingshankou Project after the completion
of grid connection shall refer to the benchmark on-grid tariff of Phases I and II Wind
Farm, i.e., RMBO0.4207/kWh (tax inclusive) and this project is entitled to the subsidy
for renewable energy. The valuation results shall be adjusted if the subsidy for
renewable energy is not available for the project in the future.
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12.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of
Nonaqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No.5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No.5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions”. Among
the wind power projects entrusted for valuation, the vast majority of wind farms are
entitled to continue to generate electricity within 2 tol0 years of the remaining life
period after enjoying the full life cycle subsidies. Such power generation will no
longer be subsidized by the central government, but can participate in green certificate
transactions after the green certificate was issued according to the policy; the CDM
transactions can only be conducted after being considered and approved by the
National Development and Reform Commission. In view of the uncertainties of the
above administrative approval and the great uncertainties in the market and price of
green certificate transactions and CDM transactions after the benchmark date, thus the
income brought by green certificate transactions and CDM transactions to wind farms
was not considered in this valuation. Attention of relevant users of the report shall be
drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER GROUP
CORPORATION LIMITED* OF 100% EQUITY INTEREST IN
GUONENG YUNNAN NEW ENERGY CO., LTD.*

HELD BY CHN ENERGY YUNNAN ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1 [2021] NO. 1474

To CHN Energy Yunnan Electric Power Co., Ltd. and China Longyuan Power Group Corporation

Limited*,

As engaged by the Company and CHN Energy Yunnan Electric Power Co., Ltd., China United Assets
Appraisal Group Co., Ltd.* (& & #7454 M A LA 7)) has appraised the market value of all
shareholders’ equity interest in Guoneng Yunnan New Energy Co., Ltd.* (BlREZE R AeIH A RA
7]) involved in the economic behavior of the proposed acquisition by China Longyuan Power Group
Corporation Limited* (FEif & J14E Bl {5 A FR/A F]) of 100% equity interest in Guoneng Yunnan New
Energy Co., Ltd.* held by CHN Energy Yunnan Electric Power Co., Ltd. as at 31 December 2020, the
Valuation Benchmark Date, by way of adopting the asset-based approach and the income approach and
carrying out necessary valuation procedures in accordance with the laws, administrative regulations and
asset valuation standards while sticking to the principles of independence, objectiveness and fairness.

Details of asset valuation are reported as follows:

L CLIENTS, PROPERTY RIGHT HOLDER, APPRAISED ENTITY AND OTHER USERS OF
VALUATION REPORT

One of the clients of the asset valuation is China Longyuan Power Group Corporation Limited*.
CHN Energy Yunnan Electric Power Co., Ltd. is another client and property right holder, and
Guoneng Yunnan New Energy Co., Ltd.* is the appraised entity.

D Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8§,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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(In

(I11)

Overview of Another Client and Property Right Holder

Name: CHN Energy Yunnan Electric Power Co., Ltd. (“CHN Energy Yunnan”)

Registered address: 9/F, Building B, Block Al, Yinhai Yinghuayu Garden, Guangfu Road,
Kunming City, Yunnan Province

Legal representative: Han Hongcai (¥ 7 74)

Registered capital: RMB2,206,307,447

Economic nature: limited liability company (wholly owned by a legal person)

Date of establishment: 12 January 2009

Term of operation up to: 12 January 2039

Unified social credit code: 91530000683668500W

Business scope: engaged in the development, investment and construction of power,
heat and water resources and the management of the invested projects; power-related
businesses such as complete sets of electricity equipment, supporting equipment, tender
and bidding, materials distribution, equipment testing and technology development; real
estate, property management and investment businesses; international cooperation, external
engineering contracting and labor cooperation businesses; power-related businesses such
as communications, information, environmental protection, and power scientific research,
technology development, intermediary services and consulting services. (For projects subject
to approval pursuant to the laws, operating activities shall commence in accordance with the

business scope approved upon receipt of the approval from relevant authorities).

Overview of the Appraised Entity

Name of enterprise: GuonengYunnan New Energy Development Co., Ltd.* (“Yunnan New
Energy”)

Domicile of enterprise: No. 505, 5/F, Building B, Block A1, Yinhai Yinghuayu Garden,

Guangfu Road, Guandu District, Kunming City, Yunnan Province

Legal representative: Han Hongcai (¥ 7 /1)

Registered capital: RMB335,657,400

Economic nature: limited liability company (wholly owned by a legal person)

Date of establishment: 8 October 2010

Term of operation up to: 7 October 2040

Unified social credit code: 915301115631500459
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1. Development history

Guoneng Yunnan New Energy Co., Ltd.* (“Yunnan New Energy”) is a wholly-owned
subsidiary of CHN Energy Yunnan Electric Power Co., Ltd. established on 8 October
2010. It was established to execute the development strategy of China Guoneng
Corporation to lead the transformation of the enterprise guided by new energy,
promote the development of new clean energy of China Guoneng Corporation in
Yunnan, optimize the power supply structure of the Company and accelerate the
development of new energy projects of the Company. Registered capital of Yunnan
New Energy: RMB335,657,400. It has two branches, namely Guoneng Yunnan New
Energy Co., Ltd.* Yuanmou Branch and Guoneng Yunnan New Energy Co., Ltd.*

Xundian Branch.

2. Corporate profile

Yunnan New Energy is mainly responsible for the early stage development work
of new energy projects in Yunnan. The business scope of Yunnan New Energy
includes the development of wind power, solar photovoltaic, solar thermal power
and geothermal energy; the development of equipment installation, debugging
and maintenance and others. It has two branches, namely Guoneng Yunnan New
Energy Co., Ltd.* Yuanmou Branch and Guoneng Yunnan New Energy Co., Ltd.*
Xundian Branch. At present, Yunnan New Energy has set up a total of 10 functional
departments, namely: General Manager Department and Legal Affairs Department,
Human Resources Department, Finance and Property Department, Planning and
Development Department, Production Technology Department, Marketing and
Economic Operation Department, Party-masses Work Department, Safety and
Environmental Protection Supervision Department, Engineering Construction

Department and Centralized Control Center.

Up to now, Yunnan New Energy is operating 4 wind power projects in total, including
Leiyingshan Wind Power Project in Yuanmou, Qingshuihai Wind Power Project in
Xundian, Heimajing Wind Power Project and Haiyangshao Wind Power Project in
Xundian, with a total installed capacity of 198,000 kW. The basic information of the

wind power projects in operation is as follows:
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In Leiyingshan Wind Farm in Yuanmou (49.5MW), the first wind turbine was
connected to the grid for power generation on 7 January 2012, all wind turbines
were connected to the grid for power generation on 29 March and the 240-hour trial
operation was completed on 2 June 2012. The total dynamic investment in feasibility
study of the project was RMB546,562,500.

In Qingshuihai Wind Farm in Xundian (49.5MW), the first wind turbine was
connected to the grid on 1 March 2012, all wind turbines were connected to the grid
for power generation on 28 May 2012, and the 240-hour trial operation was completed
on 19 July 2012; the total dynamic investment of the project was RMB563,040,600.

In Heimajing Wind Farm in Yuanmou (49.5MW), the first wind turbine was connected
to the grid for power generation and put into operation on 5 December 2012, and the
project was completed and put into operation at the end of March 2013. The total
dynamic investment in feasibility study of the project was RMB453,411,600.

In Haiyangshao Wind Power Project in Xundian (49.5MW), the first wind turbine was
connected to the grid for power generation and put into operation on 21 June 2015,
and the project was completed and put into operation at the end of December 2015.

The total dynamic investment in feasibility study of the project was RMB421,978,200.

3. Business scope

Power projects design and construction; project investment; technological research,
development, utilization of new energy projects and technology transfer; development
and research of environmental protection and power scientific technologies and
consulting services; domestic trading, goods and materials supply and sales; tendering
and bidding agency; installment and repairment of power equipment and general
machinery and equipment; the following operating items are only allowed to be
operated by its branches: power generation utilizing wind energy, thermal energy and

solar energy.
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As of the Valuation Benchmark Date, the paid-in capital of Yunnan New Energy is
RMB335,657,400. The name of Shareholder, the amount of capital contribution and

the proportion of capital contribution are as follows:

Name of Shareholder, the amount of capital contribution

and the proportion of capital contribution

Amount Proportion
Registers of capital of capital
No. Name of shareholder capital contribution contribution
(RMBO0’000) (RMBO0’000) %

1 CHN Energy Yunnan Electric
Power Co., Ltd. 33,565.7 33,565.7 100%
Total 100%

5. Principle business

Guoneng Yunnan New Energy Co., Ltd.* is mainly engaged in wind power generation.

The company currently operates wind power station projects with a total installed

capacity of 198 MW, among which, Leiyingshan Power Station in Yuanmou has an

installed capacity of 49.5MW; Heimajing Power Station in Yuanmou has an installed

capacity of 49.5MW; Qingshuihai Power Station in Xundian has an installed capacity

of 49.5MW; and Haiyangshao Power Station in Xundian has an installed capacity of

49.5MW.
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6. Financial position, operating status and cash flow status of Guoneng Yunnan New

Energy Co., Ltd.* (B¢ Z BiHRE IR 1 IR 4 A])

As disclosed in the audited statements of Guoneng Yunnan New Energy Co., Ltd.*,
as at 31 December 2020, the Valuation Benchmark Date, Guoneng Yunnan New
Energy Co., Ltd.* had assets with a total carrying amount of RMB1,414,169,300,
total liabilities of RMB886,310,600 and net assets of RMB527,858,700,
including specifically, current assets of RMB404,292,900; non-current assets of
RMB1,009,876,400; current liabilities of RMB521,491,500; non-current liabilities of
RMB364,819,100. The audited financial position, operating status and cash flow status

of the company for the past three years and as at the benchmark date are as follows:

Assets, liabilities and financial position of Guoneng Yunnan New Energy Co.,

Ltd.*

Unit: RMBO0’000

Item 31 December 31 December 31 December 31 December
2017 2018 2019 2020

Total assets 136,034.83 152,866.26 136,854.20 141,416.93
Liabilities 90,653.53 107,185.96 88,362.83 88,631.06
Total shareholders” equity 45,381.30 45,680.30 48,491.37 52,785.87
2017 2018 2019 2020

Operating revenue 22,410.40 23,709.04 26,877.66 28,340.32
Total profit 9,057.50 10,312.41 13,062.54 17,112.84
Net profit 8,040.98 7,442.97 10,077.12 13,337.11
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2017 2018 2019 2020
Net cash flows generated from
operating activities 15,944.16 8,690.44 9,991.06 17,658.83
Net cash flows generated from
investing activities -4,113.59 -4,814.33 -156.75 -910.99
Net cash flows generated from
financing activities -14,045.36 8,065.09 -21,244.08 -14,336.96
Net increase in cash and cash
equivalents -2,214.78 11,941.20 -12,009.77 2,411.06
Audit opinion Standard Standard Standard Standard
unqualified unqualified unqualified unqualified
opinion opinion opinion opinion
Number of audit report Zhong Huan Tian Zhi Tian Zhi Tian Zhi
Shen Zi [2018] Ye Zi [2021] Ye Zi [2021] Ye Zi [2021]
No. 022318 No. 33666 No. 33666 No. 33666
(RERHE T (KBET (KB (KB
(2018]022318%F)  [2021]3366655)  [2021133666%%)  [2021]33666%F)
Audit institution Mazars Baker Tilly Baker Tilly Baker Tilly
Certified Public International International International
Accountants  Certified Public ~ Certified Public  Certified Public
(Special General Accountants Accountants Accountants
Partnership)  (Special General ~ (Special General  (Special General

Partnership)

Partnership)

Partnership)

(IV) Relationship between the clients and the appraised entity

China Longyuan Power Group Corporation Limited*, one of the clients, CHN Energy
Yunnan Electric Power Co., Ltd., another client and the property right holder, and Guoneng
Yunnan New Energy Co., Ltd.*, the appraised entity, are all subordinate units of China

Energy Investment Corporation Limited, and they are related entities.
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II.

III.

(V) The clients and other users of the valuation report under the assets valuation

entrustment contract

The users of this valuation report shall be the clients, and the parties related to the economic

behavior.

Unless otherwise stipulated by the national laws and regulations, any agency or individual
without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.
PURPOSE OF VALUATION

Pursuant to the Minutes of the General Manager Office Meeting of CHN Energy Yunnan Electric
Power Co., Ltd. (CHN Energy Yun Hui Ji (2021) No.5) (<[5 % e IR 4E H =55 7B 144 BRA 7l 42
KPR ek A ) BI K e IR E & 40 (2021)598), and the Office Meeting made the following
resolution on 15 January 2021: China Longyuan Power Group Corporation Limited* intends to
acquire 100% equity interest in Guoneng Yunnan New Energy Co., Ltd.* held by CHN Energy

Yunnan Electric Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity of
Guoneng Yunnan New Energy Co., Ltd.* on the Valuation Benchmark Date, and to provide value
reference for China Longyuan Power Group Corporation Limited* in its proposed acquisition of
100% equity interest in Guoneng Yunnan New Energy Co., Ltd.* held by CHN Energy Yunnan
Electric Power Co., Ltd.*

APPRAISAL TARGET AND SCOPE OF VALUATION

(I)  Appraisal target and scope of valuation

The appraisal target is the value of the total equity attributable to the shareholders of
Guoneng Yunnan New Energy Co., Ltd.*

The scope of valuation covers all assets and relevant liabilities of Guoneng Yunnan New
Energy Co., Ltd.*
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(In

The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guoneng Yunnan New Energy Co., Ltd.* had assets
with a total carrying amount of RMB1,414,169,300, total liabilities of RMB886,310,600 and
net assets of RMB527,858,700, including specifically, current assets of RMB404,292,900;
non-current assets of RMB1,009,876,400; current liabilities of RMB521,491,500; non-current
liabilities of RMB364,819,100.

The above asset and liability data are extracted from the balance sheet of Guoneng Yunnan
New Energy Co., Ltd.* as of 31 December 2020. The appraisal target and scope of the
valuation are the same as those involved in the economic behaviour. The book value has been

audited and a standard unqualified audit report has been issued thereon.

The physical assets as reported by the enterprise subject to valuation amount to
RMB1,011,876,800, representing 71.55% of the total assets, which include inventories,
buildings (structures), equipment and construction in process. The physical assets have the

following types and features:

1. Inventories assets

All inventories are raw materials, including materials such as UPS power supplies,
circuit breakers, O-shaped sealing rings and Tin-plated copper cable lug\DT-240mm?,

which are placed in the warehouse of each branch without overstock and scrapping.

2. Buildings (structures)

(1)  Buildings

Including commercial and residential properties, production plants, management
and office buildings, non-production plants, etc., which are distributed in
Shangju Yayuan Community (J&#E56/)N&) beside Yuexiu Road, Rende Town,
Xundian County, Henghe Village and Haiyangshao Village (7 £
W), Liushao Township, Xundian County, Kunming City, Dashuijing Village
Committee (K/KHHfZ), Liangshan Township, Yuanmou County, Yunnan

Province and Huize county.
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&)

Structures

Being distributed in Henghe Village, Liushao Township, Xundian County,
Kunming City and the wind power installation area (JEl T &), Caojia
Village, Dashuijing Village Committee, Liangshan Township, Yuanmou
County, Yunnan Province, which are mainly booster station farms, access roads,

wind farm area fences, etc.

3. Equipment

ey

2

(&)

Machines and equipment

The machines and equipment mainly include wind turbine towers, wind
turbine primary generators, climbing-free devices, integrated circuits, power
cables, integrated automatic system equipment, wind power component arrays,
35KV integrated circuits, polysilicon stands and other wind power generation
supporting equipment, which are mainly distributed in four wind farms, namely,
Leiyingshan (% fE1l1) and Heimajing (22 %) in Yuanmou, and Haiyangshao
(M7 ") and Qingshuihai (& 7Ki) in Xundian.

Vehicles

The transportation equipment include vehicles for production and office use
such as Great Wall brand multi-purpose truck CC1030QS20B — light ordinary
truck, Toyota brand Prado 4000 (SCT6493E4) compact SUV passenger car,
car — Passat brand SVW7183SJD — car, Toyota Prado (SCT6493E4) — compact
passenger car, Buick GL8 (SGX6521ATA) — compact passenger car, Dongfeng
2.5T (2N6493HBX) — compact passenger car, etc.

Electronic equipment

Electronic equipment includes various kinds of office equipment such as
computers, air conditioners, data dispatching network equipment, printers,
copying machines, etc., which are located in the office areas of the company.
There are various specifications of general equipment, and some equipment with

the same name have a wide range of prices due to their different specifications.

Under the management of equipment department, the equipment of the company

is regularly repaired, well maintained and in a good working condition.
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4. Construction in progress

The construction in progress is mainly the costs incurred in the earlier stage, which
mainly includes Yunnan Agang Wind Farm Project, Yuanmou Matoudi Photovoltaic
Project, Longhaigu Wind Farm Project, Jiguanshan Wind Farm Project, Yuanmou
Huatong Wind Farm Project, Yuanmou Gongchashan Wind Farm Project, Yongsheng
Songping Wind Farm Project, Yangzonghai Wind Farm Project, Lijiang Huaping Wind
Farm Project, Funing Lida Wind Farm Project, Bailashan Wind Farm Project, Henghe
Wind Farm Project, Xiaolongtan Wind Farm Project, New Energy Earlier Stage Wind
Power Project, Luoping Wind Power Phase II Project, wind power project in Qujing

Area and Wenshan Project.
(II) The intangible assets recorded in or off the book of the enterprise
1. Intangible assets recorded in the book
As of 31 December 2020, the Valuation Benchmark Date, six items of software
purchased by the enterprise were recorded in the book of the appraised entity and

included in the scope of this valuation, with a total book value of RMB771,490.82.

Details of the software are as follows:

Legal/
Content or Acquisition ~ estimated ~ Type/ Original

No.  name date lifetime ~ category book value  Book value

1 Power Monitoring System for Qingshuihai Wind Farm  2019/12/30 10 software 167,544.81  149,394.12

2 Power Monitoring System for Haiyangshao 2019/12/30 10 software 167,544.81  149,394.15
Wind Farm

] Network Security and Data Backup Construction for  2016/12/1 10 software 47431141 86,957.13
Haiyangshao Wind Farm

4 Power Monitoring System for Leiyingshan Wind Farm  2019/12/30 10 software 167,544.81 14939412
(Leiyingshan)

5 Power Monitoring System for Heimajing Wind Farm ~ 2019/12/30 10 software 167,544.81  149,394.14
(Heimajing)

6 Network Security and Data Backup Construction for  2016/12/1 10 software 47431141 86,957.16
Heimajing Wind Farm
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2. Intangible assets not recorded in the book

As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as
reported by the enterprise but not recorded in the book included the use rights of 123
parcels of land owned by the appraised entity, with a total area of 77,281.81 square
meters. The type of all land use rights listed on the certificate was transfer, and
those parcels of land were for public facilities use, urban residential use, commercial
services use and town single residential use. In particular, two parcels of land was for
booster station, covering a total area of 36,902.53 square meters; 116 parcels of land
were for wind turbines, with a total area of 39,933.25 square meters, and five parcels
of land were for other commercial services and residential use, with a total area of
446.03 square meters. For details, please refer to the Asset Valuation Declaration
Form — Intangible Assets — Land (C& 7 5FAl K —MEJE & & — T Hi)). The total
book value was RMBO, and all the land related expenses have been settled. The land
assets have not been recorded in the book because the enterprise temporarily estimated
and classified such amounts to the fixed assets when it make reclassification to fixed

assets.

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

As of 31 December 2020, the Valuation Benchmark Date, there is no off-balance-sheet asset
of the appraised entity.

(V) The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the Valuation Benchmark Date as
set out in the valuation report are the audited results stated in the Special Audit Report and
Financial Statements in relation to the Appraised Entity issued by Baker Tilly China Certified
Public Accountants LLP (Tian Zhi Ye Zi [2021] No. 33666) (covering the years 2018-2020)

on 15 April 2021. Save for this, no reports from other agencies have been cited.

IV. TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation is determined to be the market

value.
The market value is defined as the estimated price of the appraisal target in a normal and arm’s

length transaction between a willing purchaser and a willing seller acting reasonably and without

compulsion as at the Valuation Benchmark Date.
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VI.

VALUATION BENCHMARK DATE
The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
I Basis of economic behaviour

1. Minutes of the General Manager Office Meeting of CHN Energy Yunnan Electric
Power Co., Ltd. (CHN Energy Yun Hui Ji (2021) No.5) ({EIKGEIREEEmEIH
PR W ARS8 BN € @ iR A0 ) B R RE R & 40 (2021) 55%).

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({H#E A R IL 5] & 2 AL
%)) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China (% A R LA [k 8L)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China (' # A R LRI E 7 %:7%)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Administrative Measures for Major Assets Restructuring of Listed Companies (CSRC
Decree No. 109 and Revision of CSRC Decree No. 127 ({ b 1li/A® &® K& E FEHE
B (B B g 25510998 > R &2 1279E ),
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5. Enterprise Income Tax Law of the People’s Republic of China ({H3E A R A E 4>
F 8 8i%)) (Revision passed at the 7th meeting of the Standing Committee of the
Thirteenth National People’s Congress on 29 December 2018);

6. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China ({H#E A RN 4 2E Fr 43 B L B 1) ) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No. 714 of the State Council of the People’s Republic of
China on 23 April 2019);

7. Provisional Regulations of Value Added Tax of the People’s Republic of China ('
N B D [ B A B AT 691 ) (State Council Decree No. 691) (B e 2 556915%);

8. Detailed Rules for the Implementation of the Provisional Regulations on Value Added

Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No.50) ({H 3 A B 0[50 38 (B B8 47 4 051 B0 i 40 FI) ) (BA IBCER
B BB 48R 2 55 50598));

9. Vehicle Acquisition Tax Law of the People’s Republic of China ({H#& A R L[5 5
T 48 B BLI%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

10.  General Rules of Loans ((E 1)) (the People’s Bank of China);

11.  Urban Real Estate Administration Law of the People’s Republic of China ({H'# A [&
LN Ik T 7 L A ) ) (passed at the 12th meeting of the Standing Committee
of the Thirteenth National People’s Congress on 26 August 2019);

12.  Land Administration Law of the People’s Republic of China ({(+'# A\ RILFIE +
A HE%)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

13.  Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (< BCGHR B 7 B B A & 7 R4S
AU HE T 20 5 A B AR B (BUHEEE[2001110255%));
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14.  Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (i s 4 3£ 5
A7 R AN R AR A L 2 ) (B 2% 7 HE[2006]27458));

15. Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B> 2 BA & wEAG o 38 4%
AR A R S TR 8 0 ) (IR E 2009194 15%));

16.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of

the State Council) (<[4 & 7 Ak B B ) (BB BE 4 55 9198));

17.  Detailed Rules for the Implementation of the Administrative Measures for State-
owned Assets Assessment (Guo Zi Ban Fa [1992] No.36) (B & i AL & PPk g
AT AN (B B EE[1992]536%E));

18.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) ((fb3&B A &2 BB A B A7 01D (BB e 2 #5378 98 - BB B & 46
S885EMEH]));

19.  Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) (A ZEB A & 7 58 ) BB 7
) (BEZ43258));

20. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({153 Bl A & 7 54k
EHEATHRE) (BB e B E 2 2 5 1258));

21.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) ({424 & & 514 1H
H A5 TAERE 51D (& 352 E[2013]645F)):

22.  Law of the People’s Republic of China on State-owned Assets of Enterprises ({* % A
LN /25 B A & #E 15)) (passed at the Sth meeting of the Standing Committee of
the Eleventh National People’s Congress on 28 October 2008);

23.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(CEE ATl A7 S BV B B A ) (v 3 A R AT 2 P IR 4> 25 86558 )
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24.  Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (B
ok £ 2 A 7 AR Tt el A A B S L) ) (I B HE (201011 155%));

25.  Other laws, regulations and rules related to the valuation.

(ITT) Basis of valuation standards

1. Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);

2. Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

3. Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

4. Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

5. Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);

6. Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

7. Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

8. Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

9. Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

10.  Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

11.  Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);
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12.  Practicing Standards for Asset Valuation —Valuation Methodology (Zhong Ping Xie
[2019] No. 35);

13.  Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);

14.  Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);

15.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

16.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

17.  Guiding Opinions No. 6 for Asset Valuation Expert —Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);

18.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

19.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);
20.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership

1. Motor Vehicle Driving Permit;

2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate and related affirmation of property rights;

3. Contracts or certificates for purchase of significant assets;

4. Other references.
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V)

Basis of price determination

1. Notice of the Ministry of Finance and the State Administration of Taxation on Overall

Implementation of the Pilot Program by Replacing Business Tax with VAT (Cai Shui
[2016] No. 36) (KBAELES ~ B 5 B0 H5 A=) IR I 2 T i [ 88 SE 0 oo e d L B 14 7
HIY (W BE[2016136%5%));

2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General
Administration of Customs Announcement No. 39 of 2019);

3. 2020 Price Inquiry System for Mechanical and Electrical Products (Machinery
Industry Information Research Institute) (20201 75 7 5 fE 4% {5 B A R 4%) (K
T 3EAR BB IEBE));

4. Code for Real Estate Appraisal (<7 i f &R #i)) (GB/T50291-2015);

5. Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

6. Loan prime rate (LPR) announcement authorized to be published by the National

Interbank Funding Centre on 21 December 2020;

7. ZOL (FEAKATESR),

8. PConline (K7 HEHEH);

0. Autohome (JRH 2 ZH);

10.  Landvalue (7 [B0 Hb & B 31 49);

11.  Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s

Republic of China NB/T31011-2019);

12.  Estimated Quota of Onshore Wind Farm Projects (Energy Industry Standard of the
People’s Republic of China NBT31010-2019);
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(VD

13.

14.

15.

16.

17.

Consumption Quota for Construction and Decoration Project in Yunnan Province
(2013), Consumption Quota for General Installation in Yunnan Province (2013),
Cost Calculation Basis for Construction Project in Yunnan Province (2013), and
Information on Project Cost in Yunnan Province (Issue 6, 2020) adopted for price

information;

The audit reports of the special audit report and financial statements (covering the
years 2018 to 2020) issued by Baker Tilly International Certified Public Accountants
(Special General Partnership) (Tian Zhi Ye Zi [2021] No. 33666);

Information on future earnings estimations provided by the clients and other relevant

parties in accordance with the law;
Supplementary Notice on Matters in relation to Certain Opinions on Promoting the
Healthy Development of Non-water Renewable Energy Power Generation (Cai Jian

[2020] No. 426);

Other references.

Other references

Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 Edition);

2020 Report on the Evaluation of the Performance of Listed Companies in China;

Wind Information Financial Terminal;

Investment Valuation ([US] written by Damodanran, [Canada] translated by Lin Qian,

Tsinghua University Press);
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8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim e« Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic
Industry Press);

9. Letter of request for quotation for equipment;

10.  Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

11.  Other references.

VII. VALUATION METHODS

Introduction of the Income Approach

1. Overview

According to the relevant regulations of state administration authorities of the PRC, the
Standards for Asset Appraisal — Enterprise Value as well as international and domestic
appraisal practices for similar transactions, the valuer decided to estimate the equity capital
value of the appraised entity by using the discounted cash flow (DCF) method based on the

income approach.

The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.
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2. Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;

2) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark

date, and their values are measured separately;

(3)  The enterprise value of the appraised entity is obtained by summing up the values
of the aforesaid assets and liabilities, and the total shareholders’ equity value of the
appraised entity is obtained after deducting the value of interest-paying debts.

3. Valuation Model

(1)  Basic Model

The basic model for this valuation is:

E=B-D (1)

Wherein:

E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;
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D: Value of interest-bearing debts of the appraised entity;
B=P+I1+C )
P: Value of operating assets of the appraised entity;
n
P=Y[Rx(1+r)]+p,x(1+r)"
i=1 (3)
Wherein:
R;:  Expected income of the appraised entity in Year i in the future (free cash
flows);
P, Consideration of the recoverable value of related assets including working
capital, fixed assets and intangible assets at the end of the operating period;
I: Discount rate;
n: Future operating period of the appraised entity;
C: Value of surplus or non-operating assets (liabilities) of the appraised entity
existing as at the benchmark date;
C=0C+0G (4)
C,;:  Value of current surplus or non-operating assets (liabilities) of the appraised
entity existing as at the benchmark date;
C,:  Value of non-current surplus or non-operating assets (liabilities) of the
appraised entity existing as at the benchmark date;
I: Long-term equity investment value of the appraised entity. As disclosed in the

audited balance sheet, there was no amount of the long-term equity investment

recorded in the book of the appraised entity, i.e., [=ERMBO;
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(2)  Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the income

indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on interest-bearing

debts after tax — Additional capital (5)

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development and
others. The free cash flows in the future operating period are discounted and summed

up to calculate the value of operating assets of the enterprise.
(3)  Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted average

cost of capital (WACC) model:

r:TdXWd‘l‘reXWB (6)

Wherein:

W, Debt ratio of the appraised entity;

W = D
d (E+D) (7

W.: Equity ratio of the appraised entity;

W, = E
e =
(E+D) (8)
Iy Interest rate of interest-bearing debts after income tax;
o Cost of equity capital. In this valuation, the cost of equity capital (r.) is

determined by the capital asset pricing model (CAPM);

rezrf+,8€><(rm—rf)+e ©)
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Wherein:

I

B u:

Bt:

Risk-free return rate;
Expected market return rate;
Characteristic risk adjustment factor of the appraised entity;

Expected market risk factor of the equity capital of the appraised entity;

Bo=Bux (14 (1-1)x )

(10)
Expected unlevered market risk factor of comparable companies;
_ Bt
ﬁu - D
1+(1—¢t)x%
E; (11)

Expected market average risk factor of stocks (assets) of comparable

companies;

B = 34%K + 66%, (12)
Wherein:

K: Expected average risk value of stock market in the future, for

which it normally assumes that K=1;

B . Historical market average risk factor of stocks (assets) of

comparable companies;

D,, E;: Interest-bearing debts and equity capital of comparable companies,

respectively.
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VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION
PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

In early January 2020, the valuation agency entered into the site for the preparation of

preliminary work;

In early January 2020, the clients convened the intermediary coordination meeting
for the project, and all parties concerned reached consensus on the purpose of this
valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.

(I) On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.

Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.
Verified the fixed asset by way of random check based on the statements of asset

inspection, valuation and declaration, and carried out random stock-taking on the

physical inventory assets in the current assets.
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5. Reviewed and collected the title certificates of the appraised assets.

6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.

(ITI) Valuation Summarization

In late March 2021, we checked the declaration contents provided by the appraised entity,

and adjusted, amended and improved such valuation results where necessary.

(IV) Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.
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IX.

VALUATION ASSUMPTIONS

The appraisers followed the following assumptions in this valuation:

@

General Assumptions

1.

Transaction Assumption

The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most

fundamental premise assumption for the further implementation of the asset valuation.

Open Market Assumption

The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational
judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.

Going Concern Assumption of the Enterprise

The going concern assumption of the Enterprise is the assumption made by taking
the overall assets of the enterprise as the appraisal target. Namely, the enterprise,
as the operation entity, can continue to operate in accordance with the business
objectives under the external environment where it exists. The enterprise operators are
responsible for and capable of taking responsibility; in order to maintain the ability of
continuous operation, the enterprise can operate legally and obtain appropriate profits.
For all kinds of operating assets of the enterprise, they can be used continuously based
on their current purpose, method, scale, frequency and environment of application, or

can be used on a changed basis.
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(In

Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates of the appraised entity in the future

operating period.

3. The management of the appraised entity will diligently fulfill their responsibilities in
the future operating period, and it will continue to operate on the basis of the operation

and management model as at the benchmark date.

4. The main business, the composition of revenue and cost, the sales strategy and cost
control of the appraised entity in the future operating period will remain in the same

condition as they are in recent years without major changes.

5. The expenses of the appraised entity in the future operating period will not change
significantly on the current basis, and will continue its change trends in the recent
years. Given that the monetary funds or bank deposits of the enterprise vary frequently
in the course of production and operation, neither the interest income from deposits,
nor other uncertain profits and losses including exchange gains and losses are taken

into consideration in the valuation.

6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.
7. In this valuation, it is assumed that the acquisition and utilisation methods of the sites

for production and business operation of the appraised entity will remain consistent

with those as at the Valuation Benchmark Date without changes.
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8. As new wind power projects are listed in the Catalogue of Public Infrastructure
Projects Eligible for Preferential Enterprise Income Tax Treatment, the grid-connected
wind power projects are entitled to enjoy the preferential policy of “3+3 tax holiday”
for six years from the commencement of their commercial operation and will no
longer enjoy it upon expiry of such six years, namely, Leiyingshan Power Station in
Yuanmou was connected to the grid for power generation in January 2012, and the
period during which it could enjoy the preferential income tax policy of “3+3 tax
holiday” has expired in January 2017; namely, Heimajing Power Station in Yuanmou
was connected to the grid for power generation in December 2012, and the period
during which it could enjoy the preferential income tax policy of “3+3 tax holiday”
has expired in December 2017; namely, Qingshuihai Power Station in Xundian
was connected to the grid for power generation in March 2012, and the period
during which it could enjoy the preferential income tax policy of “3+3 tax holiday”
has expired in March 2017; namely, Haiyangshao Power Station in Xundian was
connected to the grid for power generation in June 2015, and the period during which
it could enjoy the preferential income tax policy of “3+43 tax holiday” has expired in
June 2020. According to the Catalogue of Industries Encouraged to Develop in the
Western Region (2020 Version) (TG &8 [ 557 88 7 2 H % (20204 4))), from
1 January 2021 to 31 December 2030, a reduced enterprise income tax rate of 15%
shall be applicable to enterprises located in the western region and engaged in the
encouraged industries. Therefore, the period for the implementation of preferential
enterprise income tax rate of 15% for the wind power operation projects will expire on

31 December 2030 and will not be renewed upon its expiry.

9. Pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Value Added Tax Policies for Wind Power Generation (B BER ~ B R B 48 = BA
A B A7 8% T B (B BB SR Y38 1)) (Cai Shui [2015] No. 74), “taxpayers who sell their
self-produced power products using wind power are entitled to an immediate 50%
refund of the VAT from 1 July 2015.”, it is assumed that the wind power projects will

continue to enjoy an immediate 50% refund of the VAT in this valuation.

10. It is assumed that the state subsidies on electricity tariff receivable for previous
years will be fully recovered in 2022, and the recovery period for state subsidies for

electricity tariff receivable for 2022 and subsequent years will be two years.
11.  In this valuation, the capital expenditure related to the acquisition of certificates of

land use rights by the appraised entity has been taken into account, and it was assumed

that the land premium estimated by the appraised entity was reasonable.
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12.  From 2016, in order to lower the price of electricity for general industrial and
commercial consumption and promote the marketization of the tariff in Yunnan
Province, Energy Administration of Yunnan Province and Yunnan Development
and Reform Commission have promulgated the Market-oriented Plan for Electricity
Transaction ({T& 1 %138 5 77 %)), pursuant to which, it is determined that
market-oriented electricity transactions shall be commenced among power generation
enterprises, power sales companies, power grid enterprises, power users, power
transaction agencies, power dispatching agencies and others and it is agreed that the
prices for direct power transactions shall be determined among market entities through
independent negotiation and centralized competition and other market-oriented
ways and no interference from third parties shall be allowed; the trading price for
transfer transaction by contract shall be the original trading price for the transferred
electricity by contract. Market-oriented pricing will be adopted, with the ease of the
control over pricing by the government, for priority power generation within the
province of Yunnan and cross-provinces and cross-regions power generation under
framework agreements. In order to ensure orderly competition and market stability,
bilaterally-negotiated transactions are not subject to pricing restriction. Considering
the relationship between the supply and the demand, minimum and maximum price
limits are specified for direct electricity transactions which are conducted by way of
centralized competition such as continued listing and independent listing for sale,
with the minimum price limit being RMBO0.15/kWh and the maximum price limit
being RMBO0.42/kWh. Grid enterprises are responsible for the confirmation of the
actual electricity transacted by market entities during a certain transaction period and
provide the trading center with actual electricity transaction amount of power plants
and electricity consumers during such trading period (monthly or daily) on a regular
basis. Power plants charge electricity fees for actual on-grid electricity production
during trading periods, and electricity consumers or electricity selling companies are
billed for actual electricity consumption during trading periods. Electricity bills are

calculated daily and settled monthly.

As a market player, Guoneng Yunnan New Energy Co. , Ltd.* commenced
market-oriented-tariff power transactions in 2017 and price for its electricity product
in accordance with the Implementation Plan for Market-oriented Power Transaction in
Yunnan ({ERE N ﬁii%1t§—‘55]§ﬁfﬂﬁ;%>) each year. As such, from 2017 onwards,
Leiyingshan Power Station, Heimajing Power Station, Qingshuihai Power Station and
Haiyangshao Power Station no longer implement the benchmark electricity tariff but
adopt market-orientation tariff pricing, and the tariff subsidy is RMB0.2842/kWh (tax
inclusive). It is assumed that the electricity tariff is all market-oriented during the

revenue period in this valuation.

- 335 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

13. It is assumed that subsequent to the Valuation Benchmark Date, the cash inflows of
the appraised entity represent average inflows and its cash outflows represent average

outflows.

When conditions stated above change, valuation results will generally become invalid.

X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, scientificity and objectivity, we carried
out the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management on
the future development trend and business planning, and on the premise of the implementation of
business collaboration, management collaboration, financial collaboration, milestone events, etc.,
the total shareholders’ equity value of Guoneng Yunnan New Energy Co., Ltd.* was valuated by

income approach on the benchmark date of 31 December 2020. The conclusions were as follows:

(I)  Valuation conclusion of the income method and analysis on the reasons for changes in

valuation

1. Valuation conclusion of the income method

Upon implementation of valuation procedures including checking and verification,
on-site inspection, market survey and confirmation as well as assessment and
estimation, the discounted cash flow method (DCF) was used to assess the estimated
value of the total shareholders’ equity. As of the Valuation Benchmark Date of 31
December 2020, the book value of owners’ equities of Guoneng Yunnan New Energy
Co., Ltd.* was RMB527,858,700, and the appraisal value was RMB752 million, with
an appreciation of RMB224,141,300 or 42.46%.
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2. Analysis on the reasons for changes in valuation

The valuation expresses an appreciation of RMB224,141,300 or an appreciation
rate of 42.46% in the appraisal value of the total shareholders’ equities of Guoneng
Yunnan New Energy Co., Ltd.* by using the income method. The changes and reasons
were mainly due to the stable operation of the currently operated projects including
Leiyingshan Power Station in Yuanmou, Heimajing Power Station in Yuanmou,
Qingshuihai Power Station in Xundian and Haiyangshao Power Station in Xundian
since grid-connected power generation. At the same time, Leiyingshan Power Station
in Yuanmou, Heimajing Power Station in Yuanmou, Qingshuihai Power Station in
Xundian and Haiyangshao Power Station in Xundian had entered into the renewable
energy subsidy catalogues, the trade receivables were collected in a timely manner and

overall profitability of the enterprise was relatively sound than the assets size.

(IT)  Analysis on the valuation results and the final valuation conclusion

1. Analysis of ditference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB752,000,000, which was RMB397,639,200 or 112.21% higher than
that of RMB354,360,800 calculated with the asset-based method. The main reasons

for the difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;

(2) In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.

Given the above, there is a difference between the results from the two valuation

methods.
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2. Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. Although the asset-based method
objectively reflects the market value of owners’ equity of an enterprise from the
perspective of asset construction, we are of the view that when revenues and costs in
the income method can be predicted more reasonably and when future uncertainties
are small or can be estimated normally, the income method can reflect the value of all
shareholders’ equity as at the benchmark date in a more objective and reasonable way,

compared with the valuation results of the asset-based method.

In conclusion, we were of the view that the valuation results of the income method
could better reflect all shareholders’ equities of Guoneng Yunnan New Energy
Co., Ltd.*, thus the valuation results of the income method were taken as the final
conclusion of the valuation. The value of all shareholders’ equities of Guoneng
Yunnan New Energy Co., Ltd.* arrived thereafter was RMB752,000,000 as at the
Valuation Benchmark Date.

3. Changes in the comparison of valuation conclusions and carrying value and
reasons

Upon valuation on the total shareholders’ equities of Guoneng Yunnan New Energy
Co., Ltd.* by using the income method as set out in this valuation report, the valuation
results differed from the book values. The changes and reasons were mainly due to
the stable operation of the currently operated projects including four wind farms since
grid-connected power generation. At the same time, these four wind farms had entered
into the renewable energy subsidy catalogues, the trade receivables were collected in a
timely manner and overall profitability of the enterprise was relatively sound than the

assets size.

4. Consideration of the impact of right of control and liquidity on the value of the
appraisal target

Neither had the report taken into account the premium that may incur due to the right

of control, nor the impact of the liquidity on the value of the appraisal target.
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XI. NOTES ON SPECIAL MATTERS

(I)  Defects of property rights

As at the Valuation Benchmark Date, the houses and buildings reported by the appraised
entity with defects included the booster station houses in Xundian County, booster station
houses in Leiyingshan and the five sets of commercial and residential properties in Huize
County (corresponding to items 6—11 of houses and buildings breakdown as set out in the
cost approach table, respectively), and 5 parcels of land where the wind turbine stands are

situated at Haiyangshao wind farm, which have no relevant property ownership certificates.

Statements of houses and buildings without ownership certificates

No.  Name Area  Structure Note
1 Booster stations and other 2,378  Office buildings, land for Having obtained
buildings in Xundian County booster stations the approval for
(TR TR o A 2 AR accessibility to
certificate (U 75 2E
B M) issued by the
competent authorities
2 Booster stations and other 2,218  Office buildings, land for Having obtained
buildings in Yuanmou County booster stations the approval for
(TCRLBRTH ok & TH SR accessibility to
certificate (JF 75 2
B M) issued by the
competent authorities
3 Five sets of properties, Building 664.85  Office space for the Having obtained
F, Group A, Longjin Garden, hydropower plant project the approval for
Tongbao Road, Huize County under planning around the accessibility to
(R E MRS A waters of the Niulan River certificate (JHF a5 4
B EFHSER E) within the boundaries of B ) issued by the
Huize County (& 551 N competent authorities
LK OK ERIEH )
Total 5,260.85
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(ID

For the above properties without property ownership certificates, the appraised entity
undertook the assets belong to it, and the disputes that may be caused by the ownership
of such assets have no concern with the valuation agency. For such assets, the enterprise
personnel used the area determined by on-site actual measurement as the acceptance and
settlement have not yet been made. The enterprise declared areas according to on-site
measurement, and the appraiser appraised the areas declared by the enterprise after the

random checks and verifications.

Regarding the five parcels of land where the wind turbine stands are situated for which
no application for real estate certificates for the wind turbine stands had been made, the
appraised entity explained that there were discrepancies between the actual coordinates of
the wind turbine stands and that reported for approval, but the procedures were underway.
The appraised entity undertook the above assets belong to it. The valuation has not taken
into consideration the impact of the above assets not having real estate certificates on the
valuation results, and any disputes that may arise from the ownership of these assets have
nothing to do with the valuation agency. If the area is inconsistent with the declared area
when the enterprise applies for relevant property ownership certificates in the future, the
valuation results shall be adjusted according to the area specified in the property ownership

certificates.

Pledge and guarantee

(1)  Short-term borrowings

Upon checking, Guoneng Yunnan New Energy Co., Ltd.* still had short-term
borrowings of RMB350.3863 million as of Valuation Benchmark Date, of which
RMB300 million was a short-term loan with a term of less than 1 year borrowed from
Guodian Finance Co., Ltd. by Guoneng Yunnan New Energy Co., Ltd. with a term
of 1 year; of which RMB50 million was short-term borrowings with a term of less
than 1 year borrowed from China Construction Bank Corporation Kunming Chengnan
Sub-branch by Guoneng Yunnan New Energy Co., Ltd. with a term of 1 year; of which
RMB386,300 represented the upward audit adjustment for interest payable.

The short-term borrowings borrowed by Guoneng Yunnan New Energy Co., Ltd. from
Guodian Finance Co., Ltd. are borrowings on credit; and the short-term borrowings
borrowed by Guoneng Yunnan New Energy Co., Ltd. from China Construction Bank
Corporation Kunming Chengnan Sub-branch are borrowings on credit and pledge of

charging rights.
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The appraisal does not take into consideration the impact of any pledge or mortgage
assumed in the financing matters mentioned above, or any additional price that may be

paid as a result of the use of special transaction ways on the valuation conclusion.

(2) Long-term borrowings

Upon checking, Guoneng Yunnan New Energy Co., Ltd.* still had bank borrowings
of RMB286.8175 million as of the Valuation Benchmark Date, of which RMB33.5
million was a long-term loan with a term of more than 1 year borrowed from China
Construction Bank Corporation Kunming Chengnan Sub-branch by Guoneng Yunnan
New Energy Co., Ltd.* with a term of ten years and a principal of RMB365.0 million.
As of the Valuation Benchmark Date, the appraised entity has repaid RMB331.5
million and the remaining amount of the loan on the books is RMB33.5 million; of
which RMB53,837,500 was long-term borrowings with a term of more than 1 year
borrowed from China Construction Bank Corporation Kunming Chengnan Sub-branch
by Guoneng Yunnan New Energy Co., Ltd. with a term of ten years and the remaining
amount of the loan on the books is RMB53,837,500; of which RMB30 million
was long-term borrowings with a term of more than 1 year borrowed from China
Construction Bank Corporation Kunming Chengnan Sub-branch by Guoneng Yunnan
New Energy Co., Ltd. with a term of ten years plus one month and the remaining
amount of the loan on the books is RMB30 million; of which RMB54.23 million
was long-term borrowings with a term of more than 1 year borrowed from China
Construction Bank Corporation Kunming Chengnan Sub-branch by Guoneng Yunnan
New Energy Co., Ltd. with a term of eleven years and the remaining amount of the
loan on the books is RMB54.23 million; of which RMB115.25 million was long-term
borrowings with a term of more than 1 year borrowed from Industrial and Commercial
Bank of China Limited Kunming Xishi District Sub-branch by Guoneng Yunnan New
Energy Co., Ltd.* with a term of fifteen years, and the remaining amount of the loan
on the books is RMB115.25 million;

The fixed asset loan contract entered into between Guoneng Yunnan New Energy Co.,
Ltd.* and China Construction Bank Corporation Kunming Chengnan Sub-branch was
guaranteed by means of trade receivables — tariff collection rights; the fixed asset loan
contract entered into between Guoneng Yunnan New Energy Co., Ltd.* and Industrial
and Commercial Bank of China Limited Kunming Xishi District Sub-branch was

guaranteed by means of trade receivables — tariff collection rights.
The appraisal does not take into consideration the impact of any pledge, mortgage

or guarantee assumed by the enterprise, or any additional price that may be paid as a

result of the use of special transaction ways on the valuation conclusion.
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(3) Long-term payables

Guoneng Yunnan New Energy Co., Ltd.* secured RMB110 million from CMB
Financial Leasing Co., Ltd. in 2019 with the wind power equipment of Xundian
Qingshuihai power plant. As at the Valuation Benchmark Date, the appraised entity
had paid the principal amount of RMB32,431,700 under the finance lease contract,
with the remaining balance in the amount of RMB77,568,300.

The financing lease contract entered into between Guoneng Yunnan New Energy Co.,
Ltd.* and CMB Financial Leasing Co., Ltd. was guaranteed by means as follows:
provision of pledge guarantee in respect of trade receivables by Guoneng Yunnan New

Energy Co., Ltd. for all debts under the financing lease.

The appraisal does not take into consideration the impact of any pledge or mortgage
assumed in the financing matters mentioned above, or any additional price that may be

paid as a result of the use of special transaction ways on the valuation conclusion.

(4)  Non-current liabilities due within one year

Guoneng Yunnan New Energy Co., Ltd.* secured RMB100 million from Moutai
(Shanghai) Financial Leasing Co., Ltd. in 2016 with the Yuanmou Heimajing power
plant. As at the Valuation Benchmark Date, the appraised entity had paid the principal
of RMB67,551,900 under the finance lease contract, with the remaining balance
in the amount of RMB32,448,100. The interest payable for long-term borrowings
is RMB1,005,200. The appraisal does not take into consideration the impact of
any pledge or mortgage assumed in the financing matters mentioned above, or any
additional price that may be paid as a result of the use of special transaction ways on

the valuation conclusion.

(5) Provision of guarantees

Guoneng Yunnan New Energy Co., Ltd.* provided a guarantee for Guoneng Qiaojia
New Energy Co., Ltd.* by way of undertaking joint and several liability. The type of
guarantee is loan guarantee with a guarantee amount of RMB154,770,339.30, with
the commencement date of the guarantee being 25 May 2016 and the end date of the
guarantee being 25 May 2025.

The appraisal does not take into consideration the impact of any pledge, mortgage

and guarantee assumed by the enterprise, or any additional price that may be paid as a

result of the use of special transaction ways on the valuation conclusion.
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(II) Uncertainties including unresolved matters and legal disputes

No outstanding legal disputes were found involved during this valuation.

(IV) Significant subsequent events

No significant events that may affect the valuation conclusion was found during this

valuation.

(V)  Other matters required to be explained

As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.

The premium and discount arising from factors such as the right of control and
minority interests were not considered in this valuation when it involved the

converting of certain equities.

The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, and nor undertake the responsibility of
decision-making by relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.
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5. The scope of this valuation and the data, financial statements and relevant
information used in this valuation are provided by the appraised entity. The clients
and the appraised entity are responsible for the authenticity and completeness of the

information provided.

6. The relevant title documents of ownership rights and related information involved in
the valuation report are provided by the appraised entity. The clients and the appraised

entity bear legal liability for the authenticity and legality of the information provided.

7. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.

8. The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.

9. The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.
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10.  If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of asset price, it should be dealt with in accordance with

the following principles:

(1)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets’ prices which has a significant
impact on the asset valuation results, the clients should promptly engage a

qualified assets valuation agency to re-determine the appraisal value;

(3) In the event of any change in the quantity of assets or the standard of price after
the Valuation Benchmark Date, the clients should give full consideration to the

actual value of the assets and make corresponding adjustments.

11.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of
Nonaqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No. 5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No. 5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions”. Among
the wind power projects entrusted for valuation, the vast majority of wind farms are
entitled to continue to generate electricity within 2 to 10 years of the remaining life
period after enjoying the full life cycle subsidies. Such power generation will no
longer be subsidized by the central government, but can participate in green certificate
transactions after the green certificate was issued according to the policy; the CDM
transactions can only be conducted after being considered and approved by the
National Development and Reform Commission. In view of the uncertainties of the
above administrative approval and the great uncertainties in the market and price of
green certificate transactions and CDM transactions after the benchmark date, thus the
income brought by green certificate transactions and CDM transactions to wind farms
was not considered in this valuation. Attention of relevant users of the report shall be

drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER
GROUP CORPORATION LIMITED* OF 100% EQUITY
INTEREST IN GUODIAN GANSU NEW ENERGY CO., LTD.*
HELD BY CHN ENERGY GANSU ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1[2021] NO. 1471

To CHN Energy Gansu Electric Power Co., Ltd. and China Longyuan Power Group Corporation

Limited*,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* ("B & £ 5744 4E B A R
/3 7)) has appraised the market value of all shareholders’ equity interest in Guodian Gansu New Energy
Co., Ltd.* (B & H @i #rse IR A B2 F]) involved in the economic behaviour of the proposed acquisition
by China Longyuan Power Group Corporation Limited* (HEIi & JJ 8B B nH R /A ) of 100% equity
interest in Guodian Gansu New Energy Co., Ltd.* held by CHN Energy Gansu Electric Power Co., Ltd.
as at 31 December 2020, the Valuation Benchmark Date, by way of adopting the asset-based approach
and the income approach and carrying out necessary valuation procedures in accordance with the laws,
administrative regulations and asset valuation standards while sticking to the principles of independence,

objectiveness and fairness. Details of asset valuation are reported as follows:
I. CLIENTS, APPRAISED ENTITY AND OTHER USERS OF VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited* and
CHN Energy Gansu Electric Power Co., Ltd. are the clients, and Guodian Gansu New Energy Co.,
Ltd.* is the appraised entity.

I Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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(I1T)

Overview of Another Client

Name: CHN Energy Gansu Electric Power Co., Ltd. (“CHN Energy Gansu”)

Registered address: Tianqing International Business Building, No. 588 Yannan Road,
Chengguan District, Lanzhou City, Gansu Province

Legal representative: Fu Jianbin (£ &%)

Registered capital: RMB919,150,500

Economic nature: one-person limited liability company

Date of establishment: 6 January 2010

Term of operation up to: 5 January 2040

Unified social credit code: 916200006956397662

Business scope: engagement in development, construction, operation and management of
power supplies, heat sources, heating networks, coal and water resources; organization of
production and sales of power (heat), power station waste and its comprehensive utilization
products; complete sets of power equipment and its auxiliary, engineering construction and
supervision, bidding agency, material distribution, equipment maintenance, scientific and
technological development and other power-related businesses; engagement in property
management and other business; carrying out import and export of goods, overseas project
contracting and other business; engagement in power-related communications, information,
environmental protection, scientific research, technological development, intermediary
services, consultation service and other business. (For projects subject to approval pursuant

to the laws, operation shall commence upon receipt of the approval from relevant authorities.)
Overview of the Appraised Entity

Name of enterprise: Guodian Gansu New Energy Co., Ltd.* (“Gansu New Energy”)

Domicile of enterprise: Complex Building, Anbei No.4 Wind Farm, Guazhou County,
Jiuquan City, Gansu Province

Legal representative: Pang Xin (FfE/ik)

Registered capital: RMB252,985,301

Type of company: one-person limited liability company

Date of establishment: 19 February 2014

Term of operation: 19 February 2014 to 18 February 2049

Unified social credit code: 91620922091179121U
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1. Historical development

Formerly known as Guodian Jiuquan Wind Power Co., Ltd., Guodian Gansu New
Energy Co., Ltd.* was established on 19 February 2014, with a registered capital of
RMB15 million and Guodian Gansu Power Co., Ltd. (B E H#HE A RAF) as
its shareholder; on 18 December 2014, the company was renamed Guodian Gansu
New Energy Co., Ltd.*; on 6 May 2019, the registered capital was increased to
RMB252,985,000 and the shareholder was changed to CHN Energy Gansu Electric
Power Co., Ltd. The registered address is Guazhou County, Jiuquan City, Gansu
Province, and the actual office address is No. 143 Jiayuguan East Road, Chengguan

District, Lanzhou City, Gansu Province.

2. Corporate profile

For the Anbei No. 4 project, Guodian Gansu New Energy Co., Ltd.* has obtained the
registration certificate (Fa Gai Energy [2012] No. 371) (ZFREETH[2012]37159%)) in
September 2012, and it was connected to the grid for power generation in December
2014. Guodian Gansu New Energy Co., Ltd.* has entered into the Power Purchase and
Sale Contract with State Grid Gansu Electric Power Company in respect of the Anbei
power generation No. 4 project. The company has 134 wind turbines, with a total
installed capacity of 201 MW.

Within the scope of the company, there are three levels of management (with CHN
Energy as Level 1), three levels of corporation (with CHN Energy as Level 1), one
management unit and one corporate enterprise (including the company), and the
affiliated enterprises are distributed in Gansu Province (municipalities and autonomous
regions). In particular, there is one enterprise, of which the main sector is wind power,

falls into the scope of three types of abnormal operations.
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3. Business scope

Development, production and operation of wind power generation, solar power
generation, distributed energy, hydroelectric generation, thermal power generation and

related products.

4. Capital contribution of Shareholder
As of the Valuation Benchmark Date, the paid-in capital of Gansu New Energy Co.,
Ltd.* is RMB264,234,500. The name of Shareholder, amount of capital contribution

and proportion of capital contribution are as follows:

Name of Shareholder, amount of capital contribution

and proportion of capital contribution

Proportion
Registers Paid-in of capital
No. Name of shareholder capital capital contribution
(RMBO0’000) (RMBO0’000) %

1 CHN Energy Gansu Electric
Power Co., Ltd. 25,298.53 26,423.45 100%
Total 25,298.53 26,423.45 100%

Note: the difference between the registered capital and the paid-in capital is due to that the
change of industrial and commercial registration was not completed in a timely manner.

5. Principle business
Guodian Gansu New Energy Co., Ltd.* is mainly engaged in wind power generation.

Currently, the company mainly operates Anbei Wind Farm No. 4 Area B with a total
installed capacity of 201 MW.
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6. Financial position, operating status and cash flow status of Gansu New Energy

As disclosed in the audited statements of Gansu New Energy, as at 31 December 2020,
the Valuation Benchmark Date, total assets, total liabilities and net assets amounted to
RMB1,121,069,300, RMB842,058,600 and RMB279,010,700, respectively; for 2020,
it realized operating revenue of RMB137,585,900 and net profit of RMB11,017,000;
for 2020, net increase in cash and cash equivalents was RMB892,700 and balance
of cash and cash equivalents as at the end of the period was RMB31,370,700. The
audited financial position, operating status and cash flow status of the company for the

past three years and as at the benchmark date are as follows:

Assets, liabilities and financial position of Gansu New Energy

Unit: RMB0’000

Item 31 December 2017 31 December 2018 31 December 2019 31 December 2020
Total assets 127,418.32 124,683.64 117,964.53 112,106.93
Liabilities 104,208.71 99,330.32 91,165.17 84,205.86
Total shareholders’ equity 23,209.61 25,353.32 26,799.37 27,901.07
Item 2017 2018 2019 2020
Operating revenue 11,499.93 14,539.42 14,433.68 13,758.59
Total profit -323.67 2,143.10 1,473.16 1,301.03
Net profit -323.67 2,143.10 1,446.05 1,101.70
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Item

Net cash flows generated
from operating activities

Net cash flows generated
from investing activities

Net cash flows generated
from financing activities

Net increase in cash and
cash equivalents

Audit opinion

Number of audit report

Audit institution

2017

15761.65

-5455.23

932.04

11238.46

Standard unqualified
opinion

Zhong Huan Shen Zi
[2018] No. 020120
(RERET
[2018]020120%)
Mazars Certified
Public Accountants
(Special General
Partnership)

2018 2019 2020
252472 8354.22 11526.86
42.10 -551.59 -2241.97
-1972.19 -11554.40 -9195.61
-5405.37 -3751.77 89.27
Standard unqualified
opinion
Tian Zhi Ye Zi
[2021] No. 26079
(RIEF
[2021126079%%)

Baker Tilly International Certified Public Accountants

(Special General Partnership)

(IV) Relationship between the clients and the appraised entity

(V)

China Longyuan Power Group Corporation Limited* and CHN Energy Gansu Electric Power

Co., Ltd., the clients, and Guodian Gansu New Energy Co., Ltd., the appraised entity, are

all subordinate units of China Energy Investment Corporation Limited, and they are related

entities.

The clients and other users of the valuation report under the assets valuation

entrustment contract

The users of this valuation report shall be the clients.

Unless otherwise stipulated by the national laws and regulations, any agency or individual

without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.
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II.

III.

PURPOSE OF VALUATION

Pursuant to the Minutes of the General Manager Office Meeting of CHN Energy Gansu Electric
Power Co., Ltd. (Issue 2), China Longyuan Power Group Corporation Limited* intends to acquire
100% equity interest in Guodian Gansu New Energy Co., Ltd.* held by CHN Energy Gansu Electric
Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity of
Guodian Gansu New Energy Co., Ltd.* on the Valuation Benchmark Date, and to provide value
reference for China Longyuan Power Group Corporation Limited* in its proposed acquisition of
100% equity interest in Guodian Gansu New Energy Co., Ltd.* held by CHN Energy Gansu Electric
Power Co., Ltd.

APPRAISAL TARGET AND SCOPE OF VALUATION

(I)  Appraisal target and scope of valuation

The appraisal target is the value of the total equity of the shareholders of Guodian Gansu
New Energy Co., Ltd.

The scope of valuation covers all assets and liabilities of Guodian Gansu New Energy Co.,
Ltd.

(IT) The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guodian Gansu New Energy Co., Ltd.* had assets
with a total carrying amount of RMB1,121,069,300, total liabilities of RMB842,058,600 and
net assets of RMB279,010,700, including specifically, current assets of RMB291,666,900,
non-current assets of RMB829,402,400; current liabilities of RMB56,816,300, non-current
liabilities of RMB785,242,300.

The above asset and liability data are extracted from the balance sheet of Guodian Gansu
New Energy Co., Ltd.* as of 31 December 2020. The appraisal target and scope of the
valuation are the same as those involved in the economic behaviour. The book value has been

audited and a standard unqualified audit report has been issued thereon.
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The physical assets as reported by the enterprise subject to valuation include buildings

(structures), machines and equipment, which have the following types and features:

1. Buildings (structures)

0

2

Buildings

Buildings include the 35 kV equipment room (1), 35 kV equipment room
(2), power equipment room for the plant, secondary protective relaying room
and accumulator room, complex building, fire pumping room, pump station,
dormitory buildings and spare parts warehouse, which are distributed in the
office area of Anbei No.4 Wind Farm of Gansu New Energy Co., Ltd., Guazhou
County, Jiuquan City.

Structures

Structures are distributed in the office area and wind farm of Anbei No.4 Wind
Farm of Gansu New Energy Co., Ltd., Guazhou County, Jiuquan City, which
are mainly the booster station yard, approach road, fence and gate of the wind

farm area, parking lot, pool, etc.

2. Equipment

(0

&)

Machine and Equipment

Machine and equipment mainly includes wind turbines, blades, towers,

transformers and their supporting equipment for wind power generation.
Vehicles
Vehicles are production and office vehicles such as Great Wall CC1031PA25,

JMC Ford Transit JX6581T-M4, Haval CC6461KM2K, Volkswagen
FV7187BBDBG, Nissan ZN1035U5K5 and Ford JX6491PA6.
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No.

(3)  Electronic equipment

Electronic equipment includes various kinds of office equipment such as
computers, air conditioners, data dispatching network equipment, printers,
copying machines, etc., which are located in the office areas of the company.
There are various specifications of general equipment, and some equipment with

the same name have a wide range of prices due to their different specifications.

Under the management of equipment department, the equipment of the company

is regularly repaired, well maintained and in a good working condition.

(III) The intangible assets recorded in or off the book of the enterprise

Certificate
No. of land
use rights/real

estate ownership

Gua Guo Yong (2015)
No.1013 (/R i
(2015)51013%)

Gua Guo Yong (2015)

No.1014 (N

K

(2015)%101455)

As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as
reported by the enterprise and recorded in the book included the land use rights of 2
parcels of land and other 11 intangible assets in possession of the appraised entity, the

details of which are as follows:

(1)  Land use rights

Book value Acquisition Nature of Expiry  Pledged

(RMB’0,000) Right holder method land Area(m?) Location Use of land date o not

97049 Guodian Gansu Bidding invitation, Construction 41471700 AreaB, AnbeiNo.4 Industry 28 December No

New Energy  auctionorlisting land Wind Farm 2004
Co., Ltd.*
Guodian Gansu Bidding invitation, Construction ~ 33275.10 330 Booster Station Industry Il January ~ No
New Energy  auction or listing land in Areas A, B 2004
Co., Ltd. and C, Anbei No.
4 Wind Farm,
Guazhou County

The 2 parcels of land included in the scope of this valuation have a total area
of 447,992.10 square meters, total book value of RMB9,704,900 and original
book value of RMB10,922,400. All land related expenses have been settled or

recorded as land payables.
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&)

Intangible Assets — Others

There are 11 other intangible assets, including software for the financial system,

office system, Jiuquan wind farm equipment health management system,

archives management, etc. The details are set out as following:

No.

Content or name

Yuanguang financial
information
system

Yuanguang capital
system

Human resource
system

Archives software

Collaborative office
system software

ZWCAD platform
design software

Sangfor firewall
software V8.0

Defect management
information
system

Jiuquan wind farm
equipment health
management
system

High-precision
power prediction
for wind farms

Market electricity
trading “speed

priority” software

Statuary/

Acquisition date expected lifetime

1 December 2014

1 December 2014

| February 2015

21 October 2015
1 December 2015

11 October 2016

30 December 2019

30 December 2019

31 December 2020

31 December 2020

31 December 2020
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10

10

10

10

10

10

Type/

category

Software

Software

Software

Software

Software

Software

Software

Software

Software

Software

Software

Original book

value

256,410.26

42,735.04

3,500.00

117,948.72
51,282.05

1,435.90

49,203.54

223,088.49

1,594,339.63

217,874.26

100,000.00

Book value

before audit

100,427.46

16,738.14

1,452.44

56,837.44
25,568.81

836.02

38,542.11

198,920.57

1,581,053.47

216,058.64
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Iv.

2. Intangible assets off the book

As of 31 December 2020, the Valuation Benchmark Date, there was no intangible asset

that are not recorded in the book within the scope of reporting by the enterprise.

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

As of 31 December 2020, the Valuation Benchmark Date, there was no off-balance-sheet asset

within the scope of reporting by the appraised entity.

(V) The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the benchmark date as set out in the
valuation report are the audited results stated in the Special Audit Report and Financial
Statements in relation to the Appraised Entity issued by Baker Tilly China Certified Public
Accountants LLP (Tian Zhi Ye Zi [2021] No. 26079) (covering the period 2018-2020) on 15

April 2021. Save for this, no reports from other agencies have been cited.

TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation subject is determined to be the

market value.

The market value is defined as the estimated price of the appraisal target in a normal and arm’s
length transaction between a willing purchaser and a willing seller acting reasonably and without
compulsion as at the Valuation Benchmark Date.

VALUATION BENCHMARK DATE

The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
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VI.

BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
(I)  Basis of economic behaviour

1. Minutes of the General Manager Office Meeting of CHN Energy Gansu Electric Power
Co., Ltd. (Issue 2).

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({H#E A RN H] & 2 5T AL
%)) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China ({H % A\ R ALFIE] L H)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China ({13 A\ RILFNE FEI51E)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Administrative Measures for the Material Asset Reorganisation of Listed Companies
(CSRC Decree No. 109 and amended by CSRC Decree No. 127) (b i/A A E K EE
HALE NS B E LM 1095 - EEELE 12755 0));

5. Enterprise Income Tax Law of the People’s Republic of China ({H#E A &I H 4> 2%
JIr 153 8i1%)) (amendments passed at the 7th meeting of the Standing Committee of the
Thirteenth National People’s Congress on 29 December 2018);

6. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China ({H#E A RS AN 5 > 2E Fr 15 B ik B 1) ) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No. 714 of the State Council of the People’s Republic of
China on 23 April 2019);
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7. Provisional Regulations of Value Added Tax of the People’s Republic of China ({*"
HE N\ R AL 3 B (E BB AT 1) ) (State Council Decree No. 691) (BIHSFE 2 556915%);

8. Detailed Rules for the Implementation of the Provisional Regulations on Value Added

Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No. 50) (<73 A B 3 A0 50 386 (BB 17 W49 B it 4m HI) ) (A B
B Z BB AR 2 5 5058)):

9. Vehicle Acquisition Tax Law of the People’s Republic of China (% A R 3 A1 B B2
i H8 B BL1%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

10.  General Rules of Loans (B HI)) (the People’s Bank of China);

11.  Urban Real Estate Administration Law of the People’s Republic of China ("% A &
FLFN R 35k T 75 b EE A 3K (passed at the 12th Meeting of the Standing Committee of
the Thirteenth National People’s Congress on 26 August 2019);

12.  Land Administration Law of the People’s Republic of China (' #E A R AHFE +
A HEEE)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

13.  Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (<A Bz B A ol 85 3 A & 2 5
FTIBUE HE 7 205 A A B AR AR ) (B HEEE[2001110255));

14.  Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (B s 4 3£ B
A7 RS R EE AR A R R 2 ) (B 2% 7 HE[2006]2745%));

15.  Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B 2B A & & wPAh 05 3 4%
AR A TR S T 2 0 ) (IR E 2009194 15%));

16.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of

the State Council) (A & 2 5T & H L) (BB B2 5 9198));
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17.  Implementation of the Administrative Measures for State-owned Assets Assessment
(Guo Zi Ban Fa [1992] No. 36) (B & & 5FAlk 45 BE R B A7 40 1) (18 & B g
[1992136%%));

18.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) ({{>3EEA & 7 BB M 1T A9 (B B 2 55 3785% > BB & 26
5885 1EH]));

19.  Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) ({1 3£ B & 7 5 ) Ba B & L
) (BEZ232%%));

20. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({{b2E R A & 7E 7 A
BT AT IR (BB e I 2 2 12998));

21.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) (A 2E B A & 2 RN IH
H 2 TAER 51D (B & 3 = HE[2013]6498));

22.  Law of the People’s Republic of China on State-owned Assets of Enterprises ({H1#E A
RALFIE A 258 & 15)) (passed at the Sth meeting of the Standing Committee of
the Eleventh National People’s Congress on 28 October 2008);

23.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(L RPAG AT 36 B B LB A BIL ) (38 N RS ot B B2 25 8693%));

24.  Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (<%
Hh A S B A A R B A o) S T A ) (I B (20101 115%));

25.  Other laws, regulations and rules related to the valuation.
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(I1T)

Basis of valuation standards

1.

10.

11.

12.

13.

Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);

Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);

Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);

Practicing Standards for Asset Valuation — Valuation Methodology (Zhong Ping Xie
[2019] No. 35);

Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);
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14.  Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);

15.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

16.  Guiding Opinions on Valuation of Patent Assets (Zhong Ping Xie [2017] No. 49);

17.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

18.  Guiding Opinions No. 6 for Asset Valuation Expert — Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);

19.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

20.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);
21.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership

1. Motor Vehicle Driving Permit;

2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate and related affirmation of property rights;

3. Patent certificates and related affirmation of property rights;
4. Contracts or certificates for purchase of significant assets;
5. Other references.
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(V) Basis of price determination

1. Notice of the Ministry of Finance and the State Administration of Taxation on
Comprehensively Promoting the Pilot Program of the Collection of Value Added Tax
in Lieu of Business Tax (Cai Shui [2016] No. 36);

2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General
Administration of Customs Announcement No. 39 of 2019);

3. 2020 Price Information Inquiry System for Mechanical and Electrical Products
(Institute of Machinery Industry Information) ({20201 & 2= dh (45 {5 B &5 R 50 (%
W 2E AR BFITRT));

4. Standards for the Appraisal of Real Estate (GB/T50291-2015);

5. Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

6. Loan prime rate (LPR) announcement authorized to be published by the National
Interbank Funding Centre on 21 December 2020;

7. ZOL ("FEARTESR);

8. PConline (K- EIEH);

9. Autohome (ViHLZ K ),

10.  Landvalue ([ {5 55 I 49);

11.  Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s

Republic of China NB/T31011-2019);

12.  Estimated Quota of Onshore Wind Farm Projects (Energy Industry Standard of the
People’s Republic of China NBT 31010-2019);

13.  Supplementary Notice on Matters in relation to Certain Opinions on Promoting the
Healthy Development of Non-water Renewable Energy Power Generation (Cai Jian
[2020] No. 426);
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14.  Catalogue of Industries Encouraged to Develop in the Western Region (2020 Edition)
(Decree No. 40 of the National Development and Reform Commission of the People’s
Republic of China);

15.  Other references.

(VI) Other references

1. Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

2. Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

3. 38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

4. Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 edition);

5. 2020 Report on the Evaluation of the Performance of Listed Companies in China;
6. Wind Information Financial Terminal;
7. Investment Valuation (written by [US] Damodanran, translated by [Canada] Lin Qian,

Tsinghua University Press);
8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim ¢ Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic

Industry Press);

9. Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

10.  Other references.
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VIIL.

VALUATION METHODS

Introduction of the Income Approach

Overview

According to the relevant regulations of state administration authorities of the PRC, the
Practice Standards for Asset Appraisal — Enterprise Value as well as international and
domestic appraisal practices for similar transactions, the valuer decided to estimate the equity
capital value of the appraised entity by using the discounted cash flow (DCF) method based

on the income approach.

The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.

Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;
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) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark
date, and their values are measured separately;

(3)  The enterprise value of the appraised entity is obtained by summing up the values
of the aforesaid assets and liabilities, and the total shareholders’ equity value of the
appraised entity is obtained after deducting the value of interest-paying debts.

3. Valuation Model

(1)  Basic Model
The basic model for this valuation is:

E=B-D (1)
Wherein:

E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;

B=P+I1+C )

P:  Value of operating assets of the appraised entity;

n
P=Y[Rx(1+n)]+p, x(1+r)"
i=1 (3)
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Wherein:
R;:  Expected income of the appraised entity in Year i in the future (free cash
flows);

P, Consideration of the recoverable value of related assets including working

capital, fixed assets and intangible assets at the end of the operating period;

I Discount rate;
n: Future operating period of the appraised entity;
C: Value of surplus or non-operating assets (liabilities) of the appraised entity

existing as at the benchmark date;

C=C+G “)

C,:  Value of current surplus or non-operating assets (liabilities) of the appraised

entity existing as at the benchmark date;

C,:  Value of non-current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the appraisal date;
D: Value of interest-bearing debts of the appraised entity;
I: Long-term equity investment value of the appraised entity;
(2)  Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the income

indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on interest-bearing
debts after tax — Additional capital (5)

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development and
others. The free cash flows in the future operating period are discounted and summed

up to calculate the value of operating assets of the enterprise.
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(3)  Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted average
cost of capital (WACC) model:

r=rd><wd+re><we (6)

Wherein:

W4 Debt ratio of the appraised entity;

D
(E+D) (7

Wq =

W.: Equity ratio of the appraised entity;

W, = E
e =
(E+D) ®)
Iy Interest rate of interest-bearing debts after income tax;
o Cost of equity capital. In this valuation, the cost of equity capital (r.) is

determined by the capital asset pricing model (CAPM);

rezrf+,8€><(rm—rf)+e )
Wherein:
Iy Risk-free return rate;
It Expected market return rate;
e :  Characteristic risk adjustment factor of the appraised entity;

B .. Expected market risk factor of the equity capital of the appraised entity;

D
Bo=PBux (1+(1-1)xP) o
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B .. Expected unlevered market risk factor of comparable companies;
_ Be
ﬁu - D:
1+(1—¢t)x+
E; (11)
B Expected market average risk factor of stocks (assets) of comparable
companies;
Be = 34%K + 66%p, (12)
Wherein:
K: Expected average risk value of stock market in the future, for which it normally
assumes that K=1;
B, Historical market average risk factor of stocks (assets) of comparable

companies;

D, E: Interest-bearing debts and equity capital of comparable companies, respectively.

VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION

PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

In early January 2021, the valuation agency entered into the site for the preparation of

preliminary work;

In early January 2021, the clients convened the intermediary coordination meeting

for the project, and all parties concerned reached consensus on the purpose of this

valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.
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(In

On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

1. The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.

2. Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

3. Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.

4. Verified the fixed asset by way of random check based on the statements of asset
inspection, valuation and declaration, and carried out random stock-taking on the

physical inventory assets in the current assets.

5. Reviewed and collected the title certificates of the appraised assets.

6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.
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IX.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.

(IIT) Valuation Summarization

(Iv)

In late March 2021, we checked the declaration contents provided by the appraised entity,

and adjusted, amended and improved such valuation results where necessary.

Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.

VALUATION ASSUMPTIONS

The appraisers followed the following assumptions in this valuation:

@

General Assumptions

1 Transaction Assumption

The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most

fundamental premise assumption for the further implementation of the asset valuation.
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2. Open Market Assumption

The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational
judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.

3. Going Concern Assumption

The going concern assumption is the assumption made by taking the overall assets of
the enterprise as the appraisal target. Namely, the enterprise, as the operation entity,
can continue to operate in accordance with the business objectives under the external
environment where it exists. The enterprise operators are responsible for and capable
of taking responsibility; in order to maintain the ability of continuous operation, the
enterprise can operate legally and obtain appropriate profits. For all kinds of operating
assets of the enterprise, they can be used continuously based on their current purpose,
method, scale, frequency and environment of application, or can be used on a changed

basis.

(IT) Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates of the appraised entity in the future

operating period.

3. The management of the appraised entity will diligently fulfill their responsibilities in
the future operating period, and it will continue to operate on the basis of the operation

and management model as at the benchmark date.
4. The main business, the composition of revenue and cost, the sales strategy and cost

control of the appraised entity in the future operating period will remain in the same

condition as they are in recent years without major changes.
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5. The expenses of the appraised entity in the future operating period will not change
significantly on the current basis, and will continue its change trends in the recent
years. Given that the monetary funds or bank deposits of the enterprise vary frequently
in the course of production and operation, neither the interest income from deposits,
nor other uncertain profits and losses including exchange gains and losses are taken

into consideration in the valuation.

6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.

7. In this valuation, it is assumed that the acquisition and utilisation methods of the sites
for production and business operation of the appraised entity will remain consistent

with those as at the Valuation Benchmark Date without changes.

8. As new wind power projects are listed in the Catalogue of Public Infrastructure
Projects Eligible for Preferential Enterprise Income Tax Treatment, the grid-connected
wind power projects are entitled to enjoy the preferential policy of “3+3 tax holiday”
for six years from the commencement of their commercial operation and can no longer
enjoy it upon expiry of such six years, namely, Anbei Power Station in Guazhou
turned to commercial operation in February 2015, and the period during which it
could enjoy the preferential income tax policy of “3+43 tax holiday” has expired in
December 2020. According to the Catalogue of Industries Encouraged to Develop in
the Western Region (2020 Version) (KP4 Hb % 5% %5 7 3£ H % (20204F4%))), from
1 January 2021 to 31 December 2030, a reduced enterprise income tax rate of 15%
shall be applicable to enterprises located in the western region and engaged in the
encouraged industries. Therefore, the period for the implementation of preferential
enterprise income tax rate of 15% for the wind power operation projects will expire on

31 December 2030 and will not be renewed upon its expiry.

9. Pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Value Added Tax Policies for Wind Power Generation (BB ~ B/ Z B85 44 5 B
i JE 77 4% TR 3G (E B BOR W3 A1) ) (Cai Shui [2015] No. 74), “taxpayers who sell their
self-produced power products using wind power are entitled to an immediate 50%
refund of the VAT from 1 July 2015.”, it is assumed that the wind power projects will

continue to enjoy an immediate 50% refund of the VAT in this valuation.
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10. It is assumed that the state subsidies on electricity tariff receivable in previous years
will be fully recovered by 2022, and the recovery of the state subsidies after 2022 will

be deferred for two years.

11.  According to the power purchase and sale contract of wind farms signed between State
Grid Gansu Electric Power Company and Guodian Gansu New Energy Co., Ltd.*
on 20 July 2016, in relation to the wind power generation project with an installed
capacity of 200 MW, it is agreed in the contract that the on-grid tariff of wind power is
RMB540/(MWeh) (tax inclusive), subject to the approval by the competent government
price authorities or in accordance with the regulations of the competent government
price authorities. In particular, the settlement price, which is the benchmark tariff
subsidies of electricity generated by local coal-fired power generating units approved
or confirmed by the competent government price authorities, is RMB297.8/(MW¢h)
(tax inclusive). The renewable energy subsidy is RMB242.2/(MWr¢h) (tax inclusive).
The term of the contract is from 21 July 2016 to 31 December 2021, and it is assumed

that the contract will be renewed upon expiry in this valuation.

12.  According to the notice issued by the National Development and Reform Commission
and the National Energy Administration on 30 October 2018 to publish the Action
Plan on Clean Energy Consumption (2018-2020) (<& iEAEVR I AT E) = #(2018—
2020))), the specific objectives included: to ensure that the national average wind
power utilization rate reaches international advanced level (striving to attain a level
of around 95%) and keep the curtailment rate of wind power at a reasonable level
(striving to stabilize it at around 5%) by 2020, and to ensure the utilization hours of
each wind power station reach feasible utilization hours by 2026, taking into account
various factors such as the utilization hours for each year during the reporting period
and the trend of market demand, based on the communication with the production
and operation department of the appraised entity and its historical power generation,
assuming there exists wind power curtailment and constraints and the curtailment rate
for each wind power station will drop year by year in future years as compared to that
in 2020.

13. It is assumed that subsequent to the Valuation Benchmark Date, the cash inflows of
the appraised entity represent average inflows and its cash outflows represent average

outflows.

When conditions stated above change, valuation results will generally become invalid.
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X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, science and objectivity, we carried out
the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management on
the future development trend and business planning, and on the premise of the implementation of
business collaboration, management collaboration, financial collaboration, milestone events, etc.,
the total shareholders’ equity value of Guodian Gansu New Energy Co., Ltd.* was valuated by the

income approach on the benchmark date of 31 December 2020. The conclusions were as follows:

(I)  Valuation conclusion of the income method and analysis on the reasons for changes in

valuation

1. Valuation conclusion of the income method

Upon implementation of valuation procedures including checking and verification, on-
site inspection, market survey and confirmation as well as assessment and estimation,
the discounted cash flow method (DCF) was used to assess the value of the total
shareholders’ equity. As of the Valuation Benchmark Date of 31 December 2020,
the book value of owners’ equities of Guodian Gansu New Energy Co., Ltd.* was
RMB279,010,700, and the appraisal value was RMB442,000,000, with an appreciation
of RMB162,989,300 or 58.42%.

2. Analysis on the reasons for changes in valuation

The valuation expresses an appreciation of RMB162,989,300 or an appreciation rate
of 58.42% in the appraisal value of the total shareholders’ equities of Guodian Gansu
New Energy Co., Ltd.* by using the income method. The changes and reasons were
mainly due to the stable operation of the currently operated projects including the
power station in Area B, Anbei, Guazhou since grid-connected power generation.
At the same time, the power station in Area B, Anbei, Guazhou had entered into the
renewable energy subsidy catalogues, the trade receivables were collected in a timely
manner and overall profitability of the enterprise was relatively sound than the assets

size.
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(IT)  Analysis on the valuation results and the final valuation conclusion

1. Analysis of difference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB442,000,000, which was RMB223,243,700 or 102.05% higher than
that of RMB218,756,300 calculated with the asset-based method. The main reasons

for the difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;

(2) In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.

Given the above, there is a difference between the results from the two valuation

methods.

2. Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

With the development of the domestic wind power equipment manufacturing industry
and the competition in international wind power equipment in recent years, investment
cost of wind power per watt has been decreasing year by year. By 2021 after the
Valuation Benchmark Date, the investment cost of wind power has dropped to a level
that grid parity can be realized without national subsidies. At the same time, with
the year-by-year decline in national subsidies for new energy, there exist significant
differences in subsidies for wind power projects in different periods. The asset-based
method reflects the change in the investment cost as at the benchmark date from the
perspective of replacement of wind power generation enterprises, but fails to reflect
the impact of government subsidies on the value of the enterprises. Therefore, the
asset-based approach cannot reasonably reflect the market value of such wind power

generation enterprises.

-376 -



APPENDIX IT SUMMARY OF VALUATION REPORT

ON ASSETS TO BE PURCHASED

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. We are of the view that when revenues
and costs in the income method can be predicted more reasonably and when future
uncertainties are small or can be estimated normally, the income method can reflect
the value of all shareholders’ equity as at the benchmark date in a more objective and

reasonable way, compared with the valuation results of the asset-based method.

In conclusion, we were of the view that the valuation results of the income method
could better reflect all shareholders’ equities of Guodian Gansu New Energy Co.,
Ltd.*, thus the valuation results of the income method were taken as the final
conclusion of the valuation. The value of all shareholders’ equities of Guodian Gansu
New Energy Co., Ltd.* arrived thereafter was RMB442,000,000 as at the Valuation
Benchmark Date.

XI. NOTES ON SPECIAL MATTERS

@

Defects of property rights

Houses and buildings

As at the Valuation Benchmark Date, there were a total of one house with defects of property
rights in the houses and buildings reported by the appraised entity, which have no relevant

property ownership certificates.

Schedule of Major Production Buildings without Property Ownership Certificates

No. Location Use Area (m%)

1 Guazhou County, Jiuquan, Gansu Province Warehouse for parts and components 510.00

For the above property without property ownership certificate, the appraised entity undertook
the assets belong to it, and the disputes that may be caused by the ownership of such assets
have no concern with the valuation agency. For such assets, the enterprise personnel used
the area determined by on-site actual measurement as the acceptance and settlement have
not yet been made. The enterprise declared areas according to on-site measurement, and
the appraiser appraised the areas declared by the enterprise after the random checks and
verifications. If the area is inconsistent with the declared area when the enterprise applies for
relevant property ownership certificate in the future, the valuation results shall be adjusted

according to the area specified in the property ownership certificate.
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(In

(I1T)

(Iv)

Pledge and guarantee

Long-term borrowings

After checking, as at the Valuation Benchmark Date, Guodian Gansu New Energy Co.,
Ltd. still had bank borrowings of RMB815.8922 million, in which, RMB202 million was
borrowed from Industrial and Commercial Bank of China, Guazhou Sub-branch; RMB137.2
million was borrowed from Bank of China Limited, Lanzhou High-tech Sub-branch;
RMB163.5422 million was borrowed from China Construction Bank Corporation, Jiuquan
Branch; and RMB313.15 million was borrowed from China Development Bank Co., Ltd.,

Gansu Province Branch.

In particular, in light of the Renminbi fund borrowing agreement or other legal documents
signed between Guodian Gansu New Energy Co., Ltd.* and China Construction Bank
Corporation, Jiuquan Branch from 9 September 2015 to 9 July 2026 in respect to the
consecutive credit services, i.e. granting of RMB/foreign currency loans and acceptance
of commercial bills, Guodian Gansu New Energy Co., Ltd.* provided a maximum pledge
guarantee for the above borrowings from China Construction Bank Corporation, Jiuquan
Branch with trade receivables (the tariff collection rights). In order to guarantee the
performance of such borrowings from China Development Bank Co., Ltd., Gansu Province
Branch, Guodian Gansu New Energy Co., Ltd.* provided a pledge guarantee with the fixed
assets from Anbei No. 4 Wind Farm Area B 200 MW Project which is in its possession and
available for pledge according to laws upon the completion of construction in proportion to
the loan. The pledges, mortgages and guarantees undertaken by the enterprise as well as the
impact of the possible additional price due to the special transaction method on the valuation

conclusion were not taken into consideration in the valuation.

Uncertainties including unresolved matters and legal disputes

There are no unresolved legal disputes in this valuation.

Significant subsequent events

There are no significant events that will affect the valuation results in this valuation.
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(V)  Other matters required to be explained

1. As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.

2. The premium and discount arising from factors such as the right of control and
minority interests were not considered in this valuation when it involved the

converting of certain equities.

3. The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, nor would they undertake the responsibility
for decision-making as relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

4. The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.

5. The scope of this valuation and the data, financial statements and relevant
information used in this valuation are provided by the appraised entity. The clients
and the appraised entity are responsible for the authenticity and completeness of the

information provided.
6. The relevant title documents of ownership rights and related information involved in

the valuation report are provided by the appraised entity. The clients and the appraised

entity bear legal liability for the authenticity and legality of the information provided.
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7. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.

8. The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.

9. The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.

10.  If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of valuation, it should be dealt with in accordance with

the following principles:

(1)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets' prices which has a significant
impact on the asset valuation results, the clients should promptly engage a

qualified assets valuation agency to re-determine the appraisal value;
(3)  In the event of any change in the quantity of assets or the standard of price after

the Valuation Benchmark Date, the clients should give full consideration to the

actual value of the assets and make corresponding adjustments.
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11.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of
Nonaqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No.5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No. 5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions”. Among
the wind power projects entrusted for valuation, the vast majority of wind farms are
entitled to continue to generate electricity within 2 tol0 years of the remaining life
period after enjoying the full life cycle subsidies. Such power generation will no
longer be subsidized by the central government, but can participate in green certificate
transactions after the green certificate was issued according to the policy; the CDM
transactions can only be conducted after being considered and approved by the
National Development and Reform Commission. In view of the uncertainties of the
above administrative approval and the great uncertainties in the market and price of
green certificate transactions and CDM transactions after the benchmark date, thus the
income brought by green certificate transactions and CDM transactions to wind farms
was not considered in this valuation. Attention of relevant users of the report shall be

drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF
PROPOSED ACQUISITION BY CHINA LONGYUAN POWER
GROUP CORPORATION LIMITED* OF 100% EQUITY
INTEREST IN GUODIAN SHANXI JIENENG CO., LTD.*

HELD BY CHN ENERGY NORTH CHINA ELECTRIC POWER CO., LTD.
ZHONG LIAN PING BAO Z1 [2021] NO. 1475

To CHN Energy North China Electric Power Co., Ltd. and China Longyuan Power Group

Corporation Limited*,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* ("B & £ 5744 4E B A R
/3 7)) has appraised the market value of all shareholders’ equity interest in Guodian Shanxi Jieneng Co.,
Ltd.* (% 1L 75 #e A B2 F]) involved in the economic behaviour of the proposed acquisition by China
Longyuan Power Group Corporation Limited* (FEV 7 JJ £ B 15 A FR/A A]) of 100% equity interest in
Guodian Shanxi Jieneng Co., Ltd.* held by CHN Energy North China Electric Power Co., Ltd. as at 31
December 2020, the Valuation Benchmark Date, by way of adopting the asset-based approach and the
income approach and carrying out necessary valuation procedures in accordance with the requirements
of the laws, administrative regulations and asset valuation standards while sticking to the principles of

independence, objectiveness and fairness. Details of asset valuation are reported as follows:
I. CLIENTS, APPRAISED ENTITY AND OTHER USERS OF VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited* and
CHN Energy North China Electric Power Co., Ltd. are clients, and Guodian Shanxi Jieneng Co.,
Ltd.* is the appraised entity.

I Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power is
a large-scale comprehensive power generation conglomerate focusing on new energy.
It possesses over 300 wind farms as well as PV, biomass, tidal, geothermal and coal
power generation projects, distributed in 32 provinces and municipalities of the PRC

and other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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Overview of Another Client

Name: CHN Energy North China Electric Power Co., Ltd. (“CHN Energy North China”)

Registered address: Building 16, Zone 12, No. 188 West Road, South Fourth Ring Road,
Fengtai District, Beijing

Legal representative: Zhang Shujun (5% &)

Registered capital: RMB6,732,558,180.27

Economic nature: limited liability company (wholly owned by a legal person)

Date of establishment: 13 December 2007

Term of operation: 13 December 2007 to 12 December 2037

Unified social credit code: 91110000710935193T

Business scope: power (heat) supplies; investment, development, construction, operation and
management of power source, heat source, and water source; whole set, auxiliary facilities,
project construction and supervision of power equipment; equipment examination and
maintenance; bidding agency; real estate development; property management; investment
management; imports and exports; information and environmental protection in relation
to power and power scientific research; technology development; economic information
consultancy. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant to the
laws, operating activities shall commence in accordance with the business scope approved
upon receipt of the approval from relevant authorities; no operating activities which are
prohibited or restricted by the state or local municipal industrial policies shall be engaged

in.)
Overview of the Appraised Entity

Name of enterprise: Guodian Shanxi Jieneng Co., Ltd.* (“Shanxi Jieneng”)

Domicile of enterprise: 1#-6#, 19/F, Block A, Building 1, No. 10 Nanyitiao, Jinyang Street,
Shanxi Demonstration Area (LI PG 7~ 8 [ 55 55 15 e — 4 1055 118 A J32
19J& 1#-6#)

Legal representative: Qin Bin (ZXK)

Registered capital: RMB 100,000,000

Type of company: limited liability company (wholly owned by a legal person that is invested

in or controlled by a non-natural person)

Date of establishment: 6 July 2009

Expiry of operation: 6 July 2009 to 5 July 2044

Unified social credit code: 91140000689895771P
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1. Historical development

Guodian Shanxi Jieneng Co., Ltd.* was founded on 6 July 2009, with a registered
capital of RMB100 million and a paid-in capital of RMB283 million, the investor of
which is CHN Energy North China Electric Power Co., Ltd.

2. Corporate profile

Guodian Shanxi Jieneng Co., Ltd.* is a new energy enterprise owned by North China
Company in Shanxi for wind power development and operation. The company is
comprised of Guodian Shanxi Jieneng Co., Ltd.* (“Shanxi Jieneng”) and Guodian
Jieneng Jinke (Shanxi) Co., Ltd.* (B &EZfE4&E (1L P8 A BRAF]) (“Jieneng Jinke”)
and implements a management model of “one team with two brands (—& A5 - WL
J#-¥)”. The company has established seven administration departments and three wind
farms with an operation scale of 198,000 kW, and recorded a total assets of RMB12.97
million by the end of 2020.

Shanxi Jieneng, incorporated on 6 July 2009, is a wholly-owned subsidiary of North
China Company. The company invested in and constructed Youyu Wind Farm and
Pinglu Wind Farm Phase II Project. Youyu Wind Farm was constructed in three
phases. With an installed capacity of 49,500 kW, the Phase I project adopted the
GEl.5sle machine models (33 units) under the brand of General Electric in U.S. and
was put into production in September 2010; with an installed capacity of 49,500 kW,
the Phase II project adopted the UP82-1500 machine models (33 units) under the
brand of United Power and was put into production in March 2011, and in November
of the same year, the equity interests of Phases I and Phase II were transferred to
Longyuan Group Corporation; with an installed capacity of 49,500 kW, the Phase III
project adopted the UP82-1500 machine models (33 units) under the brand of United
Power and was put into production in June 2011. This project has been entrusted to
Shanxi Longyuan Company for operation and management since January 2014. With
an installed capacity of 49,500 kW, the Pinglu Wind Farm Phase II Project adopted
the UP86-1500 machine models (33 units) under the brand of United Power and was

put into production in December 2015.
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3. Business scope

Power business: construction, operation, maintenance and management of wind farms
and clean energy power plants; electricity supply; sales of electricity; research and
development of clean energy power generation technologies. (For projects subject to
approval pursuant to the laws, operating activities shall commence upon receipt of the

approval from relevant authorities.)

4. Capital contribution of Shareholder
As of the Valuation Benchmark Date, the paid-in capital of Shanxi Jieneng is
RMB283,000,000. The name of Shareholder, amount of capital contribution and

proportion of capital contribution are as follows:

Name of Shareholder, amount of capital contribution

and proportion of capital contribution

Proportion

Registers Paid-in of capital

No. Name of shareholder capital capital  contribution
(RMBO’000)  (RMB0°000) %

1 CHN Energy North China Electric Power Co., Ltd. 10,000.00 28,300.00 100%
Total 10,000.00 28,300.00 100%

Note: the difference between the registered capital and the paid-in capital is due to that the
change of industrial and commercial registration was not completed in a timely manner.

S. Principle business

Guodian Shanxi Jieneng Co., Ltd.* is mainly engaged in wind power generation. The
company currently operates wind power station projects with a total installed capacity
of 99 MW, among which, the Youyu Phase III power station has an installed capacity
of 49.5 MW and the Pinglu Beishan Phase II power station has an installed capacity of
49.5 MW.
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6. Financial position, operating status and cash flow status of Shanxi Jieneng

As disclosed in the audited statements of Shanxi Jieneng, as at 31 December 2020, the
Valuation Benchmark Date, total assets, total liabilities and net assets amounted to
RMB1,296,892,400, RMB721,797,200 and RMB575,095,200, respectively; for 2020,
it realized operating revenue of RMB 100,111,000 and net profit of RMB4,760,200; for
2020, net increase in cash and cash equivalents was RMB-5,512,100 and balance of
cash and cash equivalents as at the end of the period was RMB2,316,900. The audited
financial position, operating status and cash flow status of the company for the past

three years and as at the benchmark date are as follows:

Assets, liabilities and financial position of Shanxi Jieneng

Unit: RMB0’000

31 December 31 December 31 December 31 December
Item 2017 2018 2019 2020
Total assets 144,047.13 139,926.42 136,016.10 129,689.24
Liabilities 93,734.18 86,021.13 78,982.60 72,179.72
Total shareholders’ equity 50,312.95 53,905.29 57,033.50 57,509.52
Item 2017 2018 2019 2020
Operating revenue 10,470.32 12,016.38 10,653.69 10,011.10
Total profit 3,781.85 4,809.72 3,751.95 1,131.99
Net profit 3,319.91 4,415.71 3,128.21 476.02
Item 2017 2018 2019 2020
Net cash flows generated from
operating activities 8,601.73 11,431.82 10,770.31 0,482.54
Net cash flows generated from
investing activities 652.29 -659.76 -2,633.05 2,823.25
Net cash flows generated from
financing activities -9,353.92 -10,740.45 -7,683.32 -9,857.00
Net increase in cash and cash
equivalents -39.90 31.61 453.94 -551.21
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Audit opinion Standard unqualified Standard unqualified opinion
opinion
Number of audit report Rui Hua Shen Zi Tian Zhi Ye Zi
[2018] No. 21040083 [2021] No. 26208
(7 (RIBEEF20211262085)
[2018]21040083%F)
Audit institution Ruihua Certified Baker Tilly International Certified Public Accountants
Public Accountants (Special General Partnership)
LLP
7. General information on the investees

The entity involved in the long-term equity investment in this valuation is a Grade-2

company, which is included in the scope of the consolidated statement. Details of the

long-term equity investments are as follows:

Book value of long-term equity investment

Date of Investment periodin ~ Shareholding
No.  Name of investee (full name) investment the agreement percentage%
1 Guodian Jieneng Jinke (Shanxi) Co., Ltd. ¥ 2013/6/20 Long-term 52%

ERRELHLEARLT)

Total
Less: provision for impairment of long-term
equity investments

Net value

(IV) Relationship between the clients and the appraised entity

Unit: RMB

Book value

54,437,500.00

54,437,500.00

24 841,671.75

29,595.822.25

China Longyuan Power Group Corporation Limited* and CHN Energy North China Electric

Power Co., Ltd., the clients, and Guodian Shanxi Jieneng Co., Ltd.*, the appraised entity, are

all subordinate units of China Energy Investment Corporation Limited, and they are related

entities.
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II.

III.

(V) The clients and other users of the valuation report under the assets valuation
entrustment contract

The users of this valuation report shall be the clients.

Unless otherwise stipulated by the national laws and regulations, any agency or individual
without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.

PURPOSE OF VALUATION

Pursuant to the Resolution on the Party Committee of CHN Energy North China Electric Power
Co., Ltd. (14 January 2021), China Longyuan Power Group Corporation Limited* intends to acquire
100% equity interest in Guodian Shanxi Jieneng Co., Ltd.* held by CHN Energy North China
Electric Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the entire shareholders’ equity
of Guodian Shanxi Jieneng Co., Ltd.* on the Valuation Benchmark Date, and to provide value
reference for China Longyuan Power Group Corporation Limited* in its proposed acquisition of
100% equity interest in Guodian Shanxi Jieneng Co., Ltd.* held by CHN Energy North China
Electric Power Co., Ltd.

APPRAISAL TARGET AND SCOPE OF VALUATION

(I)  Appraisal target and scope of valuation

The appraisal target is the value of the total equity attributable to the shareholders of
Guodian Shanxi Jieneng Co., Ltd.

The scope of valuation covers all assets and liabilities of Guodian Shanxi Jieneng Co., Ltd.

(II) The type and carrying amount of the valued assets

As at the Valuation Benchmark Date, Guodian Shanxi Jieneng Co., Ltd.* had assets with a
total carrying amount of RMB1,296,892,400, total liabilities of RMB721,797,200 and net
assets of RMB575,095,200, including specifically, current assets of RMB736,636,900; non-
current assets of RMB560,255,500; current liabilities of RMB721,797,200.

The above asset and liability data are extracted from the balance sheet of Guodian Shanxi
Jieneng Co., Ltd.* as of 31 December 2020. The appraisal target and scope of the valuation
are the same as those involved in the economic behaviour. The book value has been audited

and a standard unqualified audit report has been issued thereon.
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The physical assets as reported by the enterprise subject to valuation amount to
RMB484,628,100, representing 37.37% of the total assets, which include inventories,

structures and equipment. The physical assets have the following types and features:

1. Inventories

All inventories are raw materials, including materials such as four channels analog
input\KL3404\Beckhoff, power source module\QUINT-PS/3AC/24DC/20\Phoenix
Contact, bus coupler\BK3150\Beckhoff, etc., which are placed in the warehouses of

Guodian Shanxi Jieneng Company without overstock and scrapping.

2. Structures

Being distributed in the wind power installation area in Youyu Phase III in Youyu
County, Shuozhou City, Shanxi Province, mainly consisting of the electric retractable

doors, maintenance roads, tower stair railings, etc.

3. Equipment

(1)  Machines and Equipment

The machines and equipment mainly include wind turbine towers of wind power
generating units for cold environment, totally-enclosed box-type transformer
substations, 35KV integrated circuits and other wind power generation

equipment.

2) Vehicles

The transportation equipment include vehicles for production and office use
such as Toyota brand GTM6480GSL, Isuzu brand QL1020UGDSC, Dongfeng
Nissan brand DFL6460VFCF, Audi brand FV7241FCVTG, etc.

(3)  Electronic equipment

Electronic equipment includes various kinds of office equipment such as
computers, Microtek scanners, copying machines, printers, etc., which are
located in the office areas of the enterprise. There are various specifications of
general equipment, and some equipment with the same name have a wide range

of prices due to their different specifications.

Under the management of equipment department, the equipment of the company

is regularly repaired, well maintained and in a good working condition.
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(II) The intangible assets recorded in or off the book of the enterprise
1. As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as
reported by the enterprise included the land use rights of 66 parcels of land and other
8 intangible assets owned by the appraised entity recorded in the book, the details of
which are as follows:

(1)  Land use rights

Certificate no. of

land use rights/
real estate Book value Acquisition Nature of Pledged
No.  ownership (RMB0’000) Right holder ~ method land Area(m)  Location Useofland  Expiry date  or not

l Jin2017 Youyu 090,302.20 Guodian Shanxi ~ Bidding, auction ~ Transfer 181.02  Xiongjiayao Village, Industrial land ~ 2062/11/12  No

County Real Estate Jieneng Co., ~ and listing Lidayao Township,
No. 0000375 Ltd, Youyu County (i
TR EMRR
EH)
2 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer .18 Xiongjiayao Village, Industrial land  2062/11/12  No
County Real Estate Jieneng Co.,  and listing Lidayao, Youyu
No. 0000342 Ltd. County Township
3 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction ~ Transfer 181.02  Xiongjiayao Village, Industrialland ~ 2062/11/12  No
County Real Estate Jieneng Co., ~ and listing Lidayao Township,
No. 0000376 Ltd. Youyu County
4 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction ~ Transfer 1754 Xiongjiayao Village, Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co.,  and listing Lidayao Township,
No. 0000343 Ltd. Youyu County
5 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 18102 Zhaojiayao Village ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co.,  and listing (@BFEH),
No. 0000377 Ltd. Lidayao Township,
Youyu County
6 Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 2469 Zhaojiayao Village,  Industrial land ~ 2062/11/12 No
County Real Estate Jieneng Co., ~ and listing Lidayao Township,
No. 0000344 Ltd. Youyu County
7 Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 18102 Zhaojiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., ~ and listing Lidayao Township,
No. 0000378 Ltd. Youyu County
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Certificate no. of

land use rights/
real estate Book value Acquisition Nature of Pledged
No.  ownership (RMB0000) Right holder ~ method land Area(m’)  Location Useofland ~ Expirydate ornot
§ Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 723 Zhaojiayao Village, Industrialland  2062/11/12  No
County Real Estate Jieneng Co.,  and listing Lidayao Township,
No. 0000343 Ltd. Youyu County
9 Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 181.02  Zhaojiayao Village, ~ Industrialland ~ 2062/11/12  No
County Real Estate Jieneng Co.,  and listing Lidayao Township,
No. 0000379 Ltd. Youyu County
10 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 1683 Zhaojiayao Village,  Industrialland ~ 2062/11/12  No
County Real Estate Jieneng Co., ~ and listing Lidayao Township,
No. 0000346 Ltd. Youyu County
I Jin2017 Youyu Guodian Shanxi  Bidding, auction  Transfer 18102 Fanjiayao Village (@ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., ~ and listing REM), Lidayao
No. 0000380 Ltd. Township, Youyu
County
12 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 2023 Fanjiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000347 Ltd. Youyu County
13 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 18102 Zhaojiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000381 Ltd. Youyu County
14 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 2064 Zhaojiayao Village,  Industrial land  2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000348 Ltd. Youyu County
15 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 18102 Fanjiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000382 Ltd. Youyu County
16 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 737 Fanjiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000349 Ltd. Youyu County
17 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 18102 Fanjiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000383 Ltd. Youyu County
18 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 725 Fanjiayao Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Lidayao Township,
No. 0000350 Ltd. Youyu County
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No.

2

2

B

o

25

26

il

B

2

Certificate no. of
land use rights/
real estate

ownership

Jin 2017 Youyu
County Real Estate
No. 0000384

Jin 2017 Youyu
County Real Estate
No. 0000351

Jin 2017 Youyu
County Real Estate
No. 0000385

Jin 2017 Youyu
County Real Estate
No. 0000352

Jin 2017 Youyu
County Real Estate
No. 0000386

Jin 2017 Youyu
County Real Estate
No. 0000354

Jin 2017 Youyu
County Real Estate
No. 0000387

Jin 2017 Youyu
County Real Estate
No. 0000353

Jin 2017 Youyu
County Real Estate
No. 0000388

Jin 2017 Youyu
County Real Estate
No. 0000355

Jin 2017 Youyu
County Real Estate
No. 0000389

(RMB0°000) Right holder

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Acquisition
method

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Nature of

land

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

-393 -

Area (m?)

181.02

22.00

181.02

.61

181.02

2398

181.02

6.97

181.02

129

181.02

Location

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Use of land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Expiry date

2062111112

2062111112

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062111112

Pledged

or not

No

No

No

No

No

No

No

No

No

No

No
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No.

30

3

3

3

35

36

3

B

39

40

Certificate no. of
land use rights/
real estate

ownership

Jin 2017 Youyu
County Real Estate
No. 0000356

Jin 2017 Youyu
County Real Estate
No. 0000390

Jin 2017 Youyu
County Real Estate
No. 0000357

Jin 2017 Youyu
County Real Estate
No. 0000391

Jin 2017 Youyu
County Real Estate
No. 0000358

Jin 2017 Youyu
County Real Estate
No. 0000392

Jin 2017 Youyu
County Real Estate
No. 0000359

Jin 2017 Youyu
County Real Estate
No. 0000393

Jin 2017 Youyu
County Real Estate
No. 0000360

Jin 2017 Youyu
County Real Estate
No. 0000394

Jin 2017 Youyu
County Real Estate
No. 0000361

(RMB0°000) Right holder

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Acquisition
method

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Nature of

land

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

-394 -

Area (m?)

5.3

181.02

21.84

181.02

0.04

181.02

15.58

181.02

1623

181.02

un

Location

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Use of land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Expiry date

2062111112

2062111112

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062111112

Pledged

or not

No

No

No

No

No

No

No

No

No

No

No
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No.

4

X

4

45

46

4

48

49

50

Certificate no. of
land use rights/
real estate

ownership

Jin 2017 Youyu
County Real Estate
No. 0000395

Jin 2017 Youyu
County Real Estate
No. 0000362

Jin 2017 Youyu
County Real Estate
No. 0000396

Jin 2017 Youyu
County Real Estate
No. 0000363

Jin 2017 Youyu
County Real Estate
No. 0000397

Jin 2017 Youyu
County Real Estate
No. 0000364

Jin 2017 Youyu
County Real Estate
No. 0000398

Jin 2017 Youyu
County Real Estate
No. 0000365

Jin 2017 Youyu
County Real Estate
No. 0000399

Jin 2017 Youyu
County Real Estate
No. 0000366

Jin 2017 Youyu
County Real Estate
No. 0000400

(RMB0°000) Right holder

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Acquisition
method

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Nature of

land

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

-395 -

Area (m?)

181.02

24,68

181.02

557

181.02

2142

181.02

112

181.02

9.17

181.02

Location

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Fanjiayao Village,
Lidayao Township,
Youyu County

Use of land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Expiry date

2062111112

2062111112

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062/11/12

2062111112

Pledged

or not

No

No

No

No

No

No

No

No

No

No

No
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No.

52

53

4

55

56

57

38

59

Certificate no. of
land use rights/
real estate

ownership

Jin 2017 Youyu
County Real Estate
No. 0000367

Jin 2017 Youyu
County Real Estate
No. 0000401

Jin 2017 Youyu
County Real Estate
No. 0000368

Jin 2017 Youyu
County Real Estate
No. 0000402

Jin 2017 Youyu
County Real Estate
No. 0000369

Jin 2017 Youyu
County Real Estate
No. 0000403

Jin 2017 Youyu
County Real Estate
No. 0000370

Jin 2017 Youyu
County Real Estate
No. 0000404

(RMB0°000) Right holder

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Guodian Shanxi
Jieneng Co.,
Ltd.

Acquisition
method

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Bidding, auction

and listing

Nature of
land

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

Transfer

-396 —

Area (m?)

398

181.02

6.87

181.02

125

181.02

132

181.02

Location

Fanjiayao Village,
Lidayao Township,
Youyu County

Panshiling Village,
Niuxinbao
Township, Youyu
County (f &4
DEBBAEH)

Panshiling Village,
Niuxinbao
Township, Youyu
County

Panshiling Village,
Niuxinbao
Township, Youyu
County

Panshiling Village,
Niuxinbao
Township, Youyu
County

Si’ershan Village
(R,
Niuxinbao
Township, Youyu
County

Si‘ershan Village,
Niuxinbao
Township, Youyu
County

Si‘ershan Village,
Niuxinbao
Township, Youyu
County

Use of land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Industrial land

Expiry date

2062111112

2062111112

206211112

2062/11/12

2062/11/12

206211112

2062/11/12

206211112

Pledged

or not

No

No

No

No

No

No

No

No
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SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

Certificate no. of

land use rights/
real estate Book value Acquisition Nature of Pledged
No.  ownership (RMB0000) Right holder ~ method land Area(m’)  Location Useofland ~ Expirydate ornot
60 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 743 Si'ershan Village,  Industrialland  2062/11/12  No
County Real Estate Jieneng Co.,  and listing Niuxinbao
No. 0000371 Ltd. Township, Youyu
County
61 Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction ~ Transfer 18102 Siershan Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Niuxinbao
No. 0000405 Ltd. Township, Youyu
County
62 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction ~ Transfer 721 Si'ershan Village, ~ Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Niuxinbao
No. 0000372 Ltd. Township, Youyu
County
63 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 181.02  Si'ershan Village, ~ Industrialland ~ 2062/11/12  No
County Real Estate Jieneng Co.,  and listing Niuxinbao
No. 0000406 Ltd. Township, Youyu
County
64 Jin 2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 706 Siershan Village,  Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Niuxinbao
No. 0000373 Ltd. Township, Youyu
County
65 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 181.02  Oujia Village, Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co., and listing Niuxinbao
No. 0000407 Ltd. Township, Youyu
County
66 Jin2017 Youyu Guodian Shanxi ~ Bidding, auction  Transfer 712 Oujia Village, Industrial land ~ 2062/11/12  No
County Real Estate Jieneng Co.,  and listing Niuxinbao
No. 0000374 Ltd. Township, Youyu

County

The 66 parcels of land within the scope of valuation have a total area of 6,494.23
square meters and a total book value of RMB690,300.
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&)

As of the Valuation Benchmark Date, Shanxi Jieneng, the appraised entity,
has not obtained certificate for the use right of: the land for 33 units of wind
turbines and the cubicle-type substations of Pinglu Beishan Wind Farm Phase 11
Project with an area of 6,336 m* covering Shuangnian Township (% &%) and
Xiashuitou Township (' 7KEH4), Pinglu District.

The land for Pinglu Beishan Wind Farm Phase II Project reported by Shanxi
Jieneng involves the payment of social insurance. As there is a difference
between the existing payment base of social insurance and the base of the
previously paid social insurance, the difference shall be made up. Currently, the
staff haven’t handled such similar cases after the introduction of new policy,
and the work procedure is studied. (All entities in Pinglu District involving such

similar issue are at a standstill.)

The appraised entity undertook the assets belong to it, the influence of such
assets on the valuation results is not taken into account in this valuation, and the
disputes that may be caused by the ownership of such assets have no concern

with the valuation agency.
Other intangible assets
There are eight items of other intangible assets, including financial system

software, office system software, materials management system software and

other system software, the details of which are as follows:

Statuary/expected Original book  Book value
No.  Content or name Acquisition date lifetime ~ Type/category value  before audit
| Office system software ~ 2010/11/24 10 Software 123,300.97 -
2 Financial system 2009/11/30 10 Software 1,461,224.78 -
software
3 Financial system 2013/12/31 5 Software 94,339.62 -
software
4 Financial system I 20141177 10 Software 198,113.20 77,252.89
software
5 Materials management ~ 2017/12/5 5 Software 149,056.60 5713831
system software
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Iv.

Statuary/expected Original book  Book value
No.  Content or name Acquisition date lifetime ~ Type/category value  before audit
6 Ygsoft(?i)"t) seal 2018/12/14 5 Software 707547 412740
control instrument
interface system
software
7 Wanjia (% f£) 2018/12/14 5 Software 43,103.44 25,143.68
administrative seal
management system
software
§ Unified construction ~ 2020/12/10 10 Software 90,094.34 §9,343.55

information system

(IV) Types and quantities of off-balance-sheet assets as reported by the enterprise

As of 31 December 2020, the Valuation Benchmark Date, no off-balance-sheet asset was

found within the scope of reporting by the appraised entity.

(V) The conclusion drawn from the reports issued by other entities in relation to the type,

quantities and carrying amount of assets

The carrying amounts of the assets and liabilities as at the Valuation Benchmark Date as
set out in the valuation report are the audited results stated in the Special Audit Report and
Financial Statements in relation to the Appraised Entity issued by Baker Tilly China Certified
Public Accountants LLP (Tian Zhi Ye Zi [2021] No. 26208) (covering the years 2018-2020)

on 15 April 2021. Save for this, no reports from other agencies have been cited.

TYPE OF VALUE AND ITS DEFINITION

For the purpose of the valuation, the type of value of the valuation is determined to be the market

value.
The market value is defined as the estimated price of the appraisal target in a normal and arm’s

length transaction between a willing purchaser and a willing seller acting reasonably and without

compulsion as at the Valuation Benchmark Date.
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VI.

VALUATION BENCHMARK DATE
The benchmark date of the asset valuation under this project is 31 December 2020.

The benchmark date is determined by the clients upon taking account of the assets scale, workload,

expected time required, compliance and other factors of the appraised entity.
BASIS FOR VALUATION

The valuation basis adopted for the asset valuation mainly include basis of economic behaviour,
basis of laws and regulations, basis of valuation standards, basis of asset ownership and basis of
price determination and other references used in the valuation and estimation, details of which are as

follows:
I Basis of economic behaviour

1. Resolution on the Party Committee Meeting of CHN Energy North China Electric
Power Co., Ltd.

(IT) Basis of laws and regulations

1. Asset Valuation Law of the People’s Republic of China ({3 A B B & 78 574G
EN) (published at the 21st meeting of the Standing Committee of the Twelfth National
People’s Congress on 2 July 2016);

2. Civil Code of the People’s Republic of China ({*H#& A R ALFIE] [ L HL)) (passed at
the 3rd meeting of the Thirteenth National People’s Congress on 28 May 2020);

3. Securities Law of the People’s Republic of China ({93 A\ R ILHIE 7% %5:7%)) (revised
at the 15th meeting of the Standing Committee of the Thirteenth National People’s
Congress on 28 December 2019);

4. Administrative Measures for Major Assets Restructuring of Listed Companies (CSRC
Decree No. 109 and Revision of CSRC Decree No. 127 ({ LA R E K EFE EAE
P (B B g 2510998 > & E &2 %1279 B 00));

5.  Enterprise Income Tax Law of the People’s Republic of China ({3 A B 4>

FJT138L15)) (Revision passed at the 7th meeting of the Standing Committee of the
Thirteenth National People’s Congress on 29 December 2018);
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6. Regulations on the Implementation of the Enterprise Income Tax Law of the People’s
Republic of China (¢ #E A R LA B A 2E T S BLE B EWR A1) ) (first amendment to
the Decision of the State Council on Revision to Certain Administrative Regulations,
promulgated by Decree No. 714 of the State Council of the People’s Republic of
China on 23 April 2019);

7. Provisional Regulations of Value Added Tax of the People’s Republic of China ({*"
#e N\ R AL 3 B (B AT 1) ) (State Council Decree No. 691) (BIHS e 2 556915%);

8. Detailed Rules for the Implementation of the Provisional Regulations on Value Added

Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No. 50) (<73 A B A0 50 386 (B AL 17 W49 B it 40 HI) ) (A B
I8 Z BB AR 2 S 5058)):

9. Vehicle Acquisition Tax Law of the People’s Republic of China ({73 A R 3 A1 B #1
I {8 B BL1%)) (passed at the 7th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 29 December 2018);

10.  General Rules of Loans ({3 HI)) (the People’s Bank of China);

11.  Urban Real Estate Administration Law of the People’s Republic of China (% A %
FLF0 R 35k T 75 b 2E 5 387K ) (passed at the 12th Meeting of the Standing Committee of
the Thirteenth National People’s Congress on 26 August 2019);

12.  Land Administration Law of the People’s Republic of China (' #E A R ALAE +
A HEEE)) (passed at the 12th meeting of the Standing Committee of the Thirteenth
National People’s Congress on 26 August 2019);

13.  Opinions of the Ministry of Finance on Reforming State-owned Asset Appraisal
Administration Method and Strengthening Asset Appraisal Supervision and
Administration Work (Guo Ban Fa [2001] No. 102) (<A B B A ol 8 B A & 2 51
AT A~ I R ST A AR A ) (BRI [2001110255%));

14.  Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274) (B s 4 3£ B
A7 R AN R AR A L 2 ) (B 2% 7 HE (20061274 5%));

15.  Notice on Issues concerning the Audit of Valuation Report for State-owned Assets of
Enterprises (Guo Zi Chan Quan [2009] No. 941) (B> 2 BA & 5EAG o 35 4%
AR A TR S TR 2 0 ) (IR E 2009194 155%));
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16.  Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of
the State Council) (<A & /& 54k & HEAHE ) (B BE 4 559198));

17.  Detailed Rules for the Implementation of the Administrative Measures for State-
owned Assets Assessment (Guo Zi Ban Fa [1992] No. 36) (KB & 7 sEAL & # ek
EATANAID (124 AR EE[1992]55365%));

18.  Interim Regulations for the Supervision and Administration of State-owned Assets of
Enterprises (Decree No. 378 of the State Council, Revision of Decree No. 588 of the
State Council) ({13 EA & 7 BB M 1T A9 (B B 2 55 3785% » BB 226
5885E1EH]));

19.  Measures for the Supervision and Administration over the Trading of State-owned
Assets in Enterprises (Decree No. 32 of the SASAC) ({1 & B & /& 5 ) Ba & & ML
) (BEZR232%%));

20. Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC of the State Council) ({{b2E R A & & 7 A
AT L) (B B B B 2 55 125%));

21.  Guidelines for the Filing for Recordation of the Valuation Projects of State-owned
Assets of Enterprises (Guo Zi Fa Chan Quan [2013] No. 64) (A 2E B A & 2 RN IH
H 2 TAER 51D (B & 3 2 HE[2013]6498));

22.  Law of the People’s Republic of China on State-owned Assets of Enterprises (4% A
RALFIE A 258 & 15)) (passed at the Sth meeting of the Standing Committee of
the Eleventh National People’s Congress on 28 October 2008);

23.  Measures for Financial Supervision and Administration of the Assets Evaluation

Industry (Decree No. 86 of the Ministry of Finance of the People’s Republic of China)
(CHEE RPAG AT 36 B B LB B ) (28 N RS [ B B2 25 8691%));

24.  Notice on Relevant Issues Concerning the Agreement-based Transfer of State-owned
Property Rights of Central Enterprises (Guo Zi Fa Chan Quan [2010] No. 11) (B
Hh A S A A R B A R S T A ) (I B (20101 115%));

25.  Other laws, regulations and rules related to the valuation.
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(I1T)

Basis of valuation standards

1.

10.

11.

12.

13.

14.

Standards for Asset Valuation — Basic Standards (Cai Qi [2017] No. 43);

Code of Ethics for Assets Valuation (Zhong Ping Xie [2017] No. 30);

Practicing Standards for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

Practicing Standards for Asset Valuation — Asset Valuation Reports (Zhong Ping Xie
[2018] No. 35);

Practicing Standards for Asset Valuation — Asset Valuation Engagement Contracts
(Zhong Ping Xie [2017] No. 33);

Practicing Standards for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);

Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

Practicing Standards for Asset Valuation — Machinery Equipment (Zhong Ping Xie
[2017] No. 39);

Practicing Standards for Asset Valuation —Valuation Methodology (Zhong Ping Xie
[2019] No. 35);

Guidelines for Business Quality Control of Asset Valuation Agency (Zhong Ping Xie
[2017] No. 46);

Guiding Opinions on Types of Values for Asset Valuation (Zhong Ping Xie [2017]
No. 47);

~ 403 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

15.  Guiding Opinions on Legal Ownership of Asset Valuation Targets (Zhong Ping Xie
[2017] No. 48);

16.  Guiding Opinions on Valuation of Patent Assets (Zhong Ping Xie [2017] No. 49);

17.  Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

18.  Guiding Opinions No. 6 for Asset Valuation Expert —Valuation Report Disclosure for
Material Asset Reorganisation for Listed Companies (Zhong Ping Xie [2015] No. 67);

19.  Guiding Opinions No. 8 for Asset Valuation Expert — Check and Verification in Asset
Valuation (Zhong Ping Xie [2019] No. 39);

20.  Guiding Opinions No. 10 for Asset Valuation Expert — Reasonable Performance of
Asset Valuation Procedures amid the COVID-19 Pandemic (Zhong Ping Xie [2020]
No. 6);

21.  Guiding Opinions No. 12 for Asset Valuation Expert — Measurement of Discount
Rates in the Valuation of Enterprise Values by the Income Approach (Zhong Ping Xie
[2020] No. 38).
(IV) Basis of asset ownership
1. Motor Vehicle Driving Permit;
2. Property Ownership Certificate, State-owned Land Use Certificate, Real Estate Title

Certificate (apply to the whole passage) Real Estate Title Certificate and related

affirmation of property rights;

3. Patent certificates and related affirmation of property rights;
4. Contracts or certificates for purchase of significant assets;
5. Other references.

— 404 -



APPENDIX IT SUMMARY OF VALUATION REPORT
ON ASSETS TO BE PURCHASED

(V) Basis of price determination

1. Notice of the Ministry of Finance and the State Administration of Taxation on Overall

Implementation of the Pilot Program by Replacing Business Tax with VAT (Cai Shui
[2016] No. 36) (KHFBCAR ~ B ZBi Hs 48 =) Bl 17 4 1 4 B 72 S Bt e g (BB el B ) 2
1) (BL[2016]36%%));

2. Announcement of the Ministry of Finance, the General Administration of Taxation
and the General Administration of Customs on Policies Relating to the Deepening of
VAT Reform (Ministry of Finance, General Administration of Taxation and General

Administration of Customs Announcement No. 39 of 2019);

3. 2020 Price Information Inquiry System for Mechanical and Electrical Products
(Institute of Machinery Industry Information) ({20204 7& 7 i [ 45 {5 5 & 51 R 4%) (#
Bl T AR BE 5T BR));

4. Code for Real Estate Appraisal (<J5 HiE ffi & #7#i)) (GB/T50291-2015);
5. Regulations for Grading and Classification of Urban Land (GB/T18507-2014);

6. Loan prime rate (LPR) announcement authorized to be published by the National
Interbank Funding Centre on 21 December 2020;

7. ZOL (FEARTERR)

8. PConline (AT B IS4);

0. Autohome (VXHLZ KH);

10.  Landvalue (A [3] Hb & B ) 44

11.  Regulations for Compilation of and Cost Standards for the Engineering Design
Estimates for Onshore Wind Farms (Energy Industry Standard of the People’s

Republic of China NB/T31011-2019);

12.  Estimated Quota of Onshore Wind Farm Projects (Energy Industry Standard of the
People’s Republic of China NBT 31010-2019);

13.  Supplementary Notice on Matters in relation to Certain Opinions on Promoting the
Healthy Development of Non-water Renewable Energy Power Generation (Cai Jian

[2020] No. 426);

14.  Other references.
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(VI) Other references

1. Enterprise Accounting Standards — Basic Standards (Order No. 33 of the Ministry of

Finance);

2. Enterprise Accounting Standards — Application Guide (Cai Kuai [2006] No. 18);

3. 38 specific standards including Enterprise Accounting Standards No. 1 — Inventories
(Cai Kuai [2006] No. 3);

4. Asset Valuation Common Data and Parameter Manual (Machinery Industry Press,
2011 edition);

5. 2020 Report on the Evaluation of the Performance of Listed Companies in China;
6. Wind Information Financial Terminal;
7. Investment Valuation (written by [US] Damodanran, translated [Canada] by Lin Qian,

Tsinghua University Press);

8. Valuation: Measuring and Managing the Value of Companies (Fourth Edition) (written
by [US] Tim ¢ Koller, et al., translated by Wei Ping and Zhu Xiaolong, Electronic
Industry Press);

9. Letter of request for quotation for equipment;

10.  Cost Quota Standard by Grading Types for Wind Turbine Unit of China Guodian
Corporation (2016 Edition);

11.  Other references.
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VIIL.

VALUATION METHODS

Introduction of the Income Approach

Overview

According to the relevant regulations of state administration authorities of the PRC, the
Standards for Asset Appraisal-Enterprise Value as well as international and domestic
appraisal practices for similar transactions, the valuer decided to estimate the equity capital
value of the appraised entity by using the discounted cash flow (DCF) method based on the

income approach.

The DCF method is a method to appraise the asset value by discounting the expected future
net cash flows of the enterprise to a present value. The basic principle of this method aims
to obtain the appraisal value by estimating the expected future net cash flows of the assets
and converting them into a present value by applying an appropriate discount rate. The
basic conditions for its application are: the enterprise has the foundation and conditions for
continuous operation, the correlation between operation and income is relatively stable, and
the future income and risks are predictable and quantifiable. The greatest difficulty in using
the DCF method lies in the forecast of expected future cash flows (EFCFs) as well as the
objectivity and reliability of data collection and processing. When the forecast of EFCFs
is relatively objective and fair, and the discount rate is relatively reasonable, the valuation

results will be adequately objective.

Basic Valuation Considerations

According to the due diligence findings, the asset composition and characteristics of principal
business of the appraised entity, the equity capital value was estimated based on the separate
accounting statements of the appraised entity in this valuation. The basic considerations of

the valuation are as follows:

(I)  For assets and principal business included in the statements, the expected income
(net cash flows) is estimated according to the changing trends of historical operating
conditions in recent years and business types respectively, and is discounted to obtain

the value of operating assets;
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) Current assets (liabilities), such as surplus capital, other receivables, accounts payable,
interest payable, dividend payable and other payables existing as at the benchmark
date, which are included in the scope of the statements but not taken into account in
the estimations of expected income (net cash flows), and non-current assets (liabilities),
such as idle equipment, real estates and construction in progress without booking
income, are defined as surplus or non-operating assets (liabilities) on the benchmark
date, and their values are measured separately;

(3)  The enterprise value of the appraised entity is obtained by summing up the values
of the aforesaid assets and liabilities, and the total shareholders’ equity value of the
appraised entity is obtained after deducting the value of interest-paying debts.

3. Valuation Model

(1)  Basic Model
The basic model for this valuation is:

E=B-D (1)
Wherein:
E: Total shareholders’ equity value of the appraised entity;

B: Enterprise value of the appraised entity;

D: Value of interest-bearing debts of the appraised entity;

B=P+I1+C )

P: Value of operating assets of the appraised entity;

n
P=Y [Rx(1+n1+p,x(1+n"
i=1 3)
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Wherein:
R;:  Expected income of the appraised entity in Year i in the future (free cash
flows);

P, Consideration of the recoverable value of related assets including working

capital, fixed assets and intangible assets at the end of the operating period;

I Discount rate;
n: Future operating period of the appraised entity;
C: Value of surplus or non-operating assets (liabilities) of the appraised entity

existing as at the benchmark date;

C=C+G “)

C,:  Value of current surplus or non-operating assets (liabilities) of the appraised

entity existing as at the benchmark date;

C,:  Value of non-current surplus or non-operating assets (liabilities) of the

appraised entity existing as at the benchmark date;
I: Long-term equity investment value of the appraised entity;
(2)  Income Indicator

In this valuation, the free cash flows of the appraised entity are used as the income

indicator of its operating assets, which is basically defined as:

R = Net profit + Depreciation and amortization + Interest on interest-bearing

debts after tax — Additional capital (5)

The free cash flows in the future operating period are estimated based on the
operational history of the appraised entity and the future market development and
others. The free cash flows in the future operating period are discounted and summed

up to calculate the value of operating assets of the enterprise.
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(3)  Discount Rate

In this valuation, the discount rate (r) is determined by adopting the weighted average
cost of capital (WACC) model:

r=rd><wd+re><we (6)

Wherein:

W,: Debt ratio of the appraised entity;

D
(E+D) (7

Wq =

W.: Equity ratio of the appraised entity;

W, = E
e =
(E+D) ®)
Iy: Interest rate of interest-bearing debts after income tax;
r.: Cost of equity capital. In this valuation, the cost of equity capital (r.) is

determined by the capital asset pricing model (CAPM);

rezrf+,8€><(rm—rf)+e )
Wherein:
Iy Risk-free return rate;
It Expected market return rate;
e :  Characteristic risk adjustment factor of the appraised entity;

B .. Expected market risk factor of the equity capital of the appraised entity;

D
Bo=PBux (1+(1-1)xP) o
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B .. Expected unlevered market risk factor of comparable companies;
_ Be
ﬁu - D:
1+(1—¢t)x+
E; (11)
B Expected market average risk factor of stocks (assets) of comparable
companies;
Be = 34%K + 66%p, (12)
Wherein:
K: Expected average risk value of stock market in the future, for which it normally
assumes that K=1;
B, Historical market average risk factor of stocks (assets) of comparable

companies;

D, E: Interest-bearing debts and equity capital of comparable companies, respectively.

VIII. PROCESSES AND CONDITIONS OF IMPLEMENTATION OF VALUATION

PROCEDURES

The whole valuation was carried out in four stages:

I Preparation

In early January 2020, the valuation agency entered into the site for the preparation of

preliminary work;

In early January 2020, the clients convened the intermediary coordination meeting

for the project, and all parties concerned reached consensus on the purpose of this

valuation, Valuation Benchmark Date and valuation scope through negotiation, and

formulated the work plan for this valuation of assets.
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(In

On-site Valuation

The on-site valuation conducted by the project team was from early January 2021 to mid-

March 2021. The main tasks were as follows:

1. The appraisers cooperated with the enterprise to inspect the assets and complete the
statements of asset valuation and declaration. Members of the valuation project team
obtained a detailed understanding of the appraised assets, arranged the asset valuation
work, assisted the enterprise with declaration of the appraised assets, and collected the

necessary documents for the valuation of the assets.

2. Listened to the introduction given by relevant personnel of the clients and the
appraised entity on the overall situation of the enterprise, together with the history
and current status of the appraised assets, so as to understand the financial system,

operating conditions and technical status of fixed assets of the enterprise.

3. Reviewed and identified the statements of assets inspection, valuation and declaration
provided by the enterprise, made reconciliation to relevant financial records related to
the enterprise and collaborated with the enterprise to make adjustment to the identified

problems.

4. Verified the fixed asset by way of random check based on the statements of asset
inspection, valuation and declaration, and carried out random stock-taking on the

physical inventory assets in the current assets.

5. Reviewed and collected the title certificates of the appraised assets.

6. Determined specific valuation method for each category of appraised assets based on

their actual conditions and characteristics.

7. Reviewed technical information, final accounts and completion and acceptance
information for major equipment; collected price information on general equipment
mainly through market research and inquiries of relevant data; collected relevant
information on the management system, maintenance, alteration, expansion of

buildings and structures.

8. Verified ownership documents provided by the enterprise.

9. Conducted random correspondence checks on the deposit and loan banks and dealers

of the appraised entity, and visited important dealers.
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IX.

10.  Made preliminary valuation and estimation for assets and liabilities within valuation

scope on the basis of inspection and verification.

11.  According to the profit forecast data declared by the enterprise, inquired the main
business, product effect, gross profit, market distribution channels, related party
transactions of enterprises in the same industry and field. Through due diligence and
interviews with senior management, understood the position and market share of
enterprise’s products in the industry as well as the cost and expense of enterprise, and

analyzed the future development trend of the enterprise.

(IIT) Valuation Summarization

(Iv)

In late March 2021, we checked the declaration contents provided by the appraised entity,

and adjusted, amended and improved such valuation results where necessary.

Report Submission

An asset valuation report was drafted based on the above processes, and opinions were
exchanged with the clients on the valuation results. Upon full consideration of relevant
opinions, the report was repeatedly modified and corrected in accordance with the internal
review mechanism and procedure for asset valuation reports of the valuation agency, and

then the final asset valuation report was issued.

VALUATION ASSUMPTIONS

The appraisers followed the following assumptions in this valuation:

@

General Assumptions

1 Transaction Assumption

The transaction assumption is to assume that all assets to be valued are in the process
of transaction, and the valuer makes estimation in a simulated market according to the
transaction conditions of assets to be valued. The transaction assumption is the most

fundamental premise assumption for the further implementation of the asset valuation.
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2. Open Market Assumption

The open market assumption is to assume that with respect to the asset traded or
to be traded in the market, the transacting parties are in equal position and have
opportunities and time to access sufficient market information so as to make a rational
judgment on the function, purpose and transaction price of assets. The open market

assumption is made on the basis that the assets can be traded openly in the market.

3. Going Concern Assumption

The going concern assumption is the assumption made by taking the overall assets of
the enterprise as the appraisal target. Namely, the enterprise, as the operation entity,
can continue to operate in accordance with the business objectives under the external
environment where it exists. The enterprise operators are responsible for and capable
of taking responsibility; in order to maintain the ability of continuous operation, the
enterprise can operate legally and obtain appropriate profits. For all kinds of operating
assets of the enterprise, they can be used continuously based on their current purpose,
method, scale, frequency and environment of application, or can be used on a changed

basis.

(IT) Special Assumptions

1. There is no significant change in current macroeconomic policies, financial and

industrial policies in China.

2. There is no significant change in the social and economic environment and in the
prevailing policies regarding taxation and tax rates of the appraised entity in the future

operating period.

3. The management of the appraised entity will diligently fulfill their responsibilities in
the future operating period, and it will continue to operate on the basis of the operation

and management model as at the benchmark date.
4. The main business, the composition of revenue and cost, the sales strategy and cost

control of the appraised entity in the future operating period will remain in the same

condition as they are in recent years without major changes.
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5. The expenses of the appraised entity in the future operating period will not change
significantly on the current basis, and will continue its change trends in the recent
years. Given that the monetary funds or bank deposits of the enterprise vary frequently
in the course of production and operation, neither the interest income from deposits,
nor other uncertain profits and losses including exchange gains and losses are taken

into consideration in the valuation.

6. In this valuation, it is assumed that all basic information and financial information

provided by the clients and the appraised entity are true, correct and complete.

7. In this valuation, it is assumed that the acquisition and utilisation methods of the sites
for production and business operation of the appraised entity will remain consistent

with those as at the Valuation Benchmark Date without changes.

8. As new wind power projects are listed in the Catalogue of Public Infrastructure
Projects Eligible for Preferential Enterprise Income Tax Treatment, the grid-connected
wind power projects are entitled to enjoy the preferential policy of “3+3 tax holiday”
for six years from the commencement of their commercial operation and can no
longer enjoy it upon expiry of such six years, namely, Pinglu Phase II power station
turned to commercial operation in 2016, and the period during which it can enjoy the
preferential income tax policy of “3+3 tax holiday” will expire in December 2021;
Youyu Phase III power station turned to commercial operation in June 2011, and the
period during which it could enjoy the preferential income tax policy of “3+3 tax

holiday” expired in December 2016.

9. Pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Value Added Tax Policies for Wind Power Generation (B BHS ~ B Z Bl 15 42 J=) BE
ﬁQ@ﬁ%ﬁ%iEﬁﬁﬂ%%ﬁ%W) (CaiShui [2015] No. 74), “taxpayers who sell their
self-produced power products using wind power are entitled to an immediate 50%
refund of the VAT from 1 July 2015.”, it is assumed that the wind power projects will

continue to enjoy an immediate 50% refund of the VAT in this valuation.

10.  As Pinglu Phase II Wind Farm and Youyu Phase III Wind Farm, the appraised entities,
are both included in the catalogue of subsidies on electricity tariff for renewable
energy, it is assumed that the subsidies for the appraised entities on electricity tariff
for previous years will be fully recovered by 2022, and the recovery of the state

subsidies for years after 2022 will be deferred for two years.
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11.  According to the document of Notice of Shanxi Provincial Price Bureau on the On-
grid Tariff for Five Wind Power Generation Projects Including Youyu Caojiashan
Wind Farm of Guodian Shanxi Jieneng Co., Ltd.* (Jin Jia Shang Zi [2013] No. 125)
(CLLPY & 9 5 5 B 7% I 76 L PR RE A IR A Wl A 8 L &5 i el f s | IH E b
AR R A (BE M S[2013]1259%)) issued by Shanxi Provincial Price Bureau,
the on-grid tariff for wind power generation units of Youyu Caojiashan Phase II
Project (Youyu Phase III Project: 49.5 MW) of Guodian Shanxi Jieneng Co., Ltd.*
is RMBO0.61/kWh (tax inclusive). According to the power purchase and sale contract
for wind farm entered into between State Grid Shanxi Electric Power Company* and
Guodian Shanxi Jieneng Co., Ltd.* on 24 June 2020 in relation to Youyu Phase III
wind power generation project with an installed capacity of 49.5 MW, it is agreed
in the contract that the electricity tariff shall be settled based on the on-grid tariff
approved by the competent price authorities of the government. In particular, the
settlement price of the purchaser, which is the local benchmark on-grid tariff for
electricity generated by coal-fired power generating units approved or confirmed by
the competent price authorities of the government, is RMB332/MWh (tax inclusive).
The subsidy for renewable energy is the difference between the on-grid tariff approved
by the government and the settlement price of the electricity purchaser. The term of
the contract is from 1 January 2020 to 31 December 2020, and it is assumed that the

contract will be renewed upon expiry in this valuation.

According to the document of Notice of Shanxi Provincial Price Bureau on the On-
grid Tariff for the Wind Power Generation Units of Three Enterprises Including
Datang Renewable Power Shuozhou Pinglu Wind Power Generation Co., Ltd. (Jin
Jia Shang Zi [2015] No. 21) (<LLI 75 2 ¥ 185 J5y BH 7 K 8 8 e 6 991 M ~F- 68 = ) 3% 76
F R Al %35 A 2 al B A 49 A0 D) (B E P £ [2015121%%)) issued by
Shanxi Provincial Price Bureau, the on-grid tariff for wind power generation units
of Pinglu Beishan Wind Farm Phase II Project of Guodian Shanxi Jieneng Co., Ltd.*
with an installed capacity of 49.5 MW is RMBO0.61/kWh (tax inclusive). According to
the power purchase and sale contract for wind farm entered into between State Grid
Shanxi Electric Power Company* and Guodian Shanxi Jieneng Co., Ltd.* on 24 June
2020 in relation to Pinglu Beishan Phase II wind power generation project with an
installed capacity of 49.5 MW, it is agreed in the contract that the electricity tariff
shall be settled based on the on-grid tariff approved by the competent price authorities
of the government. In particular, the settlement price of the purchaser, which is the
local benchmark on-grid tariff of electricity generated by coal-fired power generating
units approved or confirmed by the competent price authorities of the government, is
RMB332/MWh (tax inclusive). The subsidy for renewable energy is the difference
between the on-grid tariff approved by the government and the settlement price of the
electricity purchaser. The term of the contract is from 1 January 2020 to 31 December

2020, and it is assumed that the contract will be renewed upon expiry in this valuation.
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12.  According to the notice issued by the National Development and Reform Commission
and the National Energy Administration on 30 October 2018 to publish the Action
Plan on Clean Energy Consumption (2018-2020) ({5 iZREWE N MATE =1 #(2018—
2020))), the specific objectives included: to ensure that the national average wind
power utilization rate reach international advanced level (striving to attain a level
of around 95%) and keep the curtailment rate of wind power at a reasonable level
(striving to stabilize it at around 5%) by 2020, and to ensure the utilization hours of
each wind power station reach feasible utilization hours by 2026, taking into account
various factors such as the utilization hours for each year during the reporting period
and the trend of market demand, based on the communication with the production
and operation department of the appraised entity and its historical power generation,
assuming there exists wind power curtailment and constraints and the curtailment rate
for each wind power station will drop year by year in future years as compared to that
in 2020.

13. It is assumed that subsequent to the Valuation Benchmark Date, the cash inflows of
the appraised entity represent average inflows and its cash outflows represent average

outflows.

When conditions stated above change, valuation results will generally become invalid.

X. CONCLUSION OF VALUATION

In accordance with the national laws, regulations, rules and valuation standards on asset valuation,
and in line with the principles of independence, impartiality, science and objectivity, we carried out
the statutory and necessary procedures for asset valuation. After implementation of the valuation
procedures such as checking and verification, field survey, market research and confirmation,
assessment and estimation, based on the judgment of the clients and the enterprise management on
the future development trend and business planning, and on the premise of the implementation of
business collaboration, management collaboration, financial collaboration, milestone events, etc.,
the total shareholders’ equity value of Guodian Shanxi Jieneng Co., Ltd.* was evaluated by income

approach on the benchmark date of 31 December 2020. The conclusions were as follows:
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(I)  Valuation conclusion of the income method and analysis on the reasons for changes in

valuation

1. Valuation conclusion of the income method:

Upon implementation of valuation procedures including checking and verification, on-
site inspection, market survey and confirmation as well as assessment and estimation,
the discounted cash flow method (DCF) was used to assess the value of the total
shareholders’ equity of Guodian Shanxi Jieneng Co., Ltd.* As of the Valuation
Benchmark Date of 31 December 2020, the book value of owners’ equities of Guodian
Shanxi Jieneng Co., Ltd.* was RMB575,095,200, and the appraisal value was
RMB593,000,000, with an appreciation of RMB17,904,800 or 3.11%.

2. Analysis on the reasons for changes in valuation:

The valuation expresses an appreciation of RMB17,904,800 or 3.11% in the appraisal
value of the total shareholders’ equities of Guodian Shanxi Jieneng Co., Ltd.* by using
the income method. The changes and reasons were mainly due to the stable operation
of the currently operated projects including Pinglu Beishan Phase II and Youyu Phase
IIT since grid-connected power generation. At the same time, as the Pinglu Beishan
Phase II and Youyu Phase III power stations had entered into the renewable energy
subsidy catalogues, the trade receivables were collected in a timely manner and overall

profitability of the enterprise was relatively sound than the assets size.

(IT)  Analysis on the valuation results and the final valuation conclusion

1. Analysis of difference between the valuation results

In the valuation, the value of all shareholders’ equity calculated with the income
method was RMB593,000,000, which was RMB71,153,100 or 13.63% higher than that
of RMB521,846,900 calculated with the asset-based method. The main reasons for the

difference between the results from the two valuation methods are as follows:

(1)  In the asset-based method, the replacement cost of assets is adopted as the
value standard, reflecting the socially necessary labour consumed in the asset
investment (the cost of acquisition and construction). Such cost of acquisition

and construction usually varies with the national economy;
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(2) In the income method, the expected return on assets is adopted as the value
standard, reflecting the operating capability (profitability) of the assets. Such
profitability is often subject to the impacts of various factors such as the macro

economy, government control and efficient use of assets.

Given the above, there is a difference between the results from the two valuation

methods.

Selection of valuation results

The asset-based method differs from the income method in term of valuation
perspectives and paths. In the asset-based method, reacquisition of assets is
considered, reflecting the replacement value of existing assets of an enterprise. In
the income method, future profitability of the enterprise is considered, reflecting the

comprehensive profitability of various assets of the enterprise.

With the development of the domestic wind power equipment manufacturing industry
and the competition in international wind power equipment in recent years, investment
cost of wind power per watt has been decreasing year by year. By 2021 after the
Valuation Benchmark Date, the investment cost of wind power has dropped to a level
that grid parity can be realized without national subsidies. At the same time, with
the year-by-year decline in national subsidies for new energy, there exist significant
differences in subsidies for wind power projects in different periods. The asset-based
method reflects the change in the investment cost as at the benchmark date from the
perspective of replacement of wind power generation enterprises, but fails to reflect
the impact of government subsidies on the value of the enterprises. Therefore, the
asset-based approach cannot reasonably reflect the market value of such wind power

generation enterprises.

Since the power generation and electricity price of wind power stations can be
basically determined, the future revenue can be better predicted. As the cost structure
of wind power projects is simple, various indicators can basically be better measured.
Operating costs can be estimated more reliably. We are of the view that when revenues
and costs in the income method can be predicted more reasonably and when future
uncertainties are small or can be estimated normally, the income method can reflect
the value of all shareholders’ equity as at the benchmark date in a more objective and

reasonable way, compared with the valuation results of the asset-based method.
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In conclusion, we were of the view that the valuation results of the income method
could better reflect all shareholders’ equities of Guodian Shanxi Jieneng Co., Ltd.*,
thus the valuation results of the income method were taken as the final conclusion of
the valuation. The value of all shareholders’ equities of Guodian Shanxi Jieneng Co.,
Ltd.* arrived thereafter was RMB593,000,000 as at the Valuation Benchmark Date.

3. Consideration of the impact of right of control and liquidity on the value of the

appraisal target

Neither had the report taken into account the premium that may incur due to the right

of control, nor the impact of the liquidity on the value of the appraisal target.

XI. NOTES ON SPECIAL MATTERS

()

(ID

Defects of property rights
Land

As of the Valuation Benchmark Date, Shanxi Jieneng, the appraised entity, has not obtained
certificate for the use right of: the land for 33 units of wind turbines and the cubicle-type
substations of Pinglu Beishan Wind Farm Phase II Project with an area of 6,336 m?, covering

Shuangnian Township and Xiashuitou Township, Pinglu District.

The land for Pinglu Beishan Wind Farm Phase II Project reported by Shanxi Jieneng involves
the payment of social insurance. As there is a difference between the existing payment base
of social insurance and the base of the previously paid social insurance, the difference shall
be made up. Currently, the staff haven’t handled such similar cases after the introduction of
new policy, and the work procedure is studied. (All entities in Pinglu District involving such

similar issue are at a standstill.)

The appraised entity undertook the assets belong to it, the influence of such assets on the
valuation results is not taken into account in this valuation, and the disputes that may be
caused by the ownership of such assets have no concern with the valuation agency.

Pledge and guarantee

As of the Valuation Benchmark Date, there is no pledge and guarantee made by the appraised

entity.
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(II) Uncertainties including unresolved matters and legal disputes

There is no unresolved legal disputes for the appraised entity in this valuation.

(IV) Significant subsequent events

There is no significant event that may affect the valuation conclusion found in this valuation.

(V)  Other matters required to be explained

As at the date of the valuation report, the COVID-19 pandemic is still ongoing. While
forecasting the profit of this valuation, we could not accurately forecast how long
the pandemic will last or the extent of its eventual impact. Thus, the conclusion of
this valuation report is achieved based on the assumption that no other force majeure
and unforeseeable factors will cause material adverse effects on the Company, the
pandemic can be well controlled in the near future, and the national/global economy

can quickly resume normal operation.

The premium and discount arising from factors such as the right of control and
minority interests were not considered in this valuation when it involved the

converting of certain equities.

The legal liability of the valuer and the valuation agency was to exercise professional
judgement and express professional opinions on the value of assets within the
scope of the valuation purpose as indicated in the report. It did not involve making
any judgement by the valuer and the valuation agency on the economic activities
corresponding to such valuation purpose, and nor undertake the responsibility of
decision-making by relevant parties. Thus the valuation conclusion shall not be

deemed as a guarantee of the realizable price of the appraisal target.

The valuation, to a great extent, relies on the related information provided by the
clients and the appraised entity. Accordingly, the valuation is on the basis that
documents relating to economic activity and assets ownership, certificates, accounting
documents and other relevant legal documents provided by the clients and the

appraised entity are true and lawful.

The scope of this valuation and the data, financial statements and relevant
information used in this valuation are provided by the appraised entity. The clients
and the appraised entity are responsible for the authenticity and completeness of the

information provided.
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6. The relevant title documents of ownership rights and related information involved in
the valuation report are provided by the appraised entity. The clients and the appraised

entity bear legal liability for the authenticity and legality of the information provided.

7. During the valuation process, for inspections of the equipments, properties and land,
due to the restraints of the testing methods and the fact that some equipments were
in operation, this task was mainly done by exterior observation by the appraisers
and results of the latest checks provided by the appraised enterprise as well as the

enquiries to the relevant operators.

8. As of the Valuation Benchmark Date, Shanxi Jieneng, the appraised entity, has not
obtained certificate for the use right of: the land for 33 units of wind turbines and the
cubicle-type substations of Pinglu Beishan Wind Farm Phase II Project with an area of

6,336 m?, covering Shuangnian Township and Xiashuitou Township, Pinglu District.

The land for Pinglu Beishan Wind Farm Phase II Project reported by Shanxi Jieneng
involves the payment of social insurance. As there is a difference between the existing
payment base of social insurance and the base of the previously paid social insurance,
the difference shall be made up. Currently, the staff haven’t handled such similar cases
after the introduction of new policy, and the work procedure is studied. (All entities in

Pinglu District involving such similar issue are at a standstill.)

The appraised entity undertook the assets belong to it, the influence of such assets on
the valuation results is not taken into account in this valuation, and the disputes that
may be caused by the ownership of such assets have no concern with the valuation

agency.

9. The valuation conclusion is based on the accurate judgement on the macro-economy
and industry development trend in the future, and the effective implementation of
its business plans by the enterprise. In the event that there are changes in economic
environment and obstacles in industry development, the clients and the current
management fail to take effective measures in a timely manner to make adjustments to
the implementation of the plans, so as to meet the implementation of existing business
plans, the profit forecast data may change significantly, resulting in the invalidity of
the valuation conclusion. We would like to draw attention of the clients and the users

of the report to the above matters.
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10.  The profit forecast of the appraised entity obtained by the valuation agency is the basis
of the income approach used in this valuation report. The valuer has carried out the
necessary investigation, analysis and judgement on the profit forecast of the appraised
entity. After a number of discussions with the management of the appraised entity
and its substantial shareholders and the subsequent further revision and improvement
by the appraised entity, the valuation agency adopted the relevant data of the profit
forecast provided by the appraised entity. Using the profit forecast of the appraised
entity by the valuation agency does not guarantee the future profitability of the

appraised entity.

11. If, for an effective period after the Valuation Benchmark Date, there is a change in the
quantity of assets or standard of valuation, it should be dealt with in accordance with

the following principles:

(I)  When there is a change in the quantity of assets, the amount of the assets should

be adjusted according to the original valuation method;

(2)  When there is a change in the standard of assets’ prices which has a significant
impact on the asset valuation results, the clients should promptly engage a

qualified assets valuation agency to re-determine the appraisal value;
(3)  In the event of any change in the quantity of assets or the standard of price after

the Valuation Benchmark Date, the clients should give full consideration to the

actual value of the assets and make corresponding adjustments.
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12.  According to the disclosure in the document of the supplementary notice on relevant
matters under the Several Opinions on Promoting the Healthy Development of
Nonaqueous Renewable Energy Power Generation (Cai Jian [2020] No. 426), “For
projects included in the renewable energy power generation subsidy list in accordance
with the provisions of No.5 Document, any power generated in excess of the eligible
full life cycle subsidies will no longer be entitled to central government subsidies,
and in which case will be issued green certificates and allowed to participate in
green certificate transactions. For projects included in the renewable energy power
generation subsidy list in accordance with the provisions of No.5 Document, the
wind power and PV power generation projects which have connected to the grid for
20 years, and biomass power generation projects which have connected to the grid
for 15 years, whether they had reached to the full life cycle subsidies or not, will no
longer be entitled to central government subsidies, and in which case will be issued
green certificates and allowed to participate in green certificate transactions”. Among
the wind power projects entrusted for valuation, the vast majority of wind farms are
entitled to continue to generate electricity within 2 tol0 years of the remaining life
period after enjoying the full life cycle subsidies. Such power generation will no
longer be subsidized by the central government, but can participate in green certificate
transactions after the green certificate was issued according to the policy; the CDM
transactions can only be conducted after being considered and approved by the
National Development and Reform Commission. In view of the uncertainties of the
above administrative approval and the great uncertainties in the market and price of
green certificate transactions and CDM transactions after the benchmark date, thus the
income brought by green certificate transactions and CDM transactions to wind farms
was not considered in this valuation. Attention of relevant users of the report shall be

drawn to that.
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ASSET VALUATION REPORT ON THE PROJECT OF PROPOSED
ACQUISITION BY CHINA LONGYUAN POWER GROUP CORPORATION
LIMITED* OF 100% EQUITY INTEREST IN GUODIAN NORTH CHINA INNER
MONGOLIA NEW ENERGY CO., LTD.* HELD BY CHN ENERGY NORTH
CHINA ELECTRIC POWER CO., LTD.

ZHONG LIAN PING BAO ZI1 [2021] NO. 1473

To China Longyuan Power Group Corporation Limited* and CHN Energy North China Electric
Power Co., Ltd.,

As engaged by the Company, China United Assets Appraisal Group Co., Ltd.* (" & 7 5744 4E B A R
/3 7)) has appraised the market value of all shareholders’ equity interest in Guodian North China Inner
Mongolia New Energy Co., Ltd.* (%8 %t 4 5 B B I A FR/A 7)) involved in the economic behavior
of the proposed acquisition by China Longyuan Power Group Corporation Limited* (FEVR & /14 B 1y
AR 7]) of 100% equity interest in Guodian North China Inner Mongolia New Energy Co., Ltd.* held
by CHN Energy North China Electric Power Co., Ltd. as at 31 December 2020, the Valuation Benchmark
Date, by way of adopting the asset-based approach and the income approach and carrying out necessary
valuation procedures in accordance with the laws, administrative regulations and asset valuation standards
while sticking to the principles of independence, objectiveness and fairness. Details of asset valuation are

reported as follows:

L. CLIENTS, PROPERTY RIGHT HOLDER, APPRAISED ENTITY AND OTHER USERS OF
VALUATION REPORT

For the purpose of the asset valuation, China Longyuan Power Group Corporation Limited* is one
of the clients, CHN Energy North China Electric Power Co., Ltd. is another client and property
right holder, and Guodian North China Inner Mongolia New Energy Co., Ltd.* is the appraised
entity.

I Overview of One of the Clients

Name: China Longyuan Power Group Corporation Limited* (“Longyuan Power”)

Registered address: Room 2006, 20th Floor, Block ¢, 6 Fuchengmen North Street, Xicheng
District, Beijing

Legal representative: Jia Yanbing

Registered capital: RMB8,036,389,000

Economic nature: joint stock limited company (listed, state-controlled)

Date of establishment: 27 January 1993

Term of operation: no fixed term

Unified social credit code: 911100001000127624
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1. Corporate profile

Founded in 1993, China Longyuan Power Group Corporation Limited* was originally
affiliated to the National Energy Administration and successively served as an
affiliated corporation of former Ministry of Power Industry, former State Power
Corporation and China Guodian Corporation. It is currently affiliated to CHN Energy
and a pioneer specialised in wind power development in the PRC. In 2009, the
Company was successfully listed on the Main Board of Hong Kong. Longyuan Power
is a large-scale power generation conglomerate focusing on new energy. It possesses
over 300 wind farms as well as PV, biomass, tidal, geothermal and coal power
generation projects, distributed in 32 provinces and municipalities of the PRC and

other countries such as Canada, South Africa and Ukraine.

As at the end of 2019, the consolidated installed capacity of the Company was 22,157
MW, of which the consolidated installed capacity of wind power was 20,032 MW.

2, Business scope

Business scope: technology renovation, technical services and production maintenance
of power system and electrical equipment; research, development, production and
achievements transfer of new technology, new equipment, new materials and new
skills related to power; pollution control of power stations; wind power generation,
energy-saving technology, technology development for other new energy, and project
investment management; import and export business; leasing of power equipment;
consultation services related to principal activities; host of exhibitions and fairs; sales
of mechanical and electrical products, raw chemical materials and products (other than
dangerous chemicals), construction materials, hardware and electric appliance, general
merchandise, automobile parts, vehicles designated for power systems and leasing
office. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant
to the laws, operating activities shall commence in accordance with the business scope
approved upon receipt of the approval from relevant authorities; no operating activities
which are prohibited or restricted by the state or local municipal industrial policies

shall be engaged in.)
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(In

(I1T)

Overview of Another Client and Property Right Holder

Name: CHN Energy North China Electric Power Co., Ltd. (“CHN Energy North China”)

Registered address: Building 16, Zone 12, No. 188 West Road, South Fourth Ring Road,
Fengtai District, Beijing

Legal representative: Zhang Shujun (5% & &)

Registered capital: RMB6,732,558,180.27

Economic nature: limited liability company (wholly owned by a legal person)

Date of establishment: 13 December 2007

Term of operation: 13 December 2007 to 12 December 2037

Unified social credit code: 91110000710935193T

Business scope: power (heat) supplies; investment, development, construction, operation and
management of power source, heat source, and water source; whole set, auxiliary facilities,
project construction and supervision of power equipment; equipment examination and
maintenance; bidding agency; real estate development; property management; investment
management; imports and exports; information and environmental protection in relation
to power and power scientific research; technology development; economic information
consultancy. (Market entities shall select operating projects and conduct operating activities
at its discretion in accordance with the laws; for projects subject to approval pursuant to the
laws, operating activities shall commence in accordance with the business scope approved
upon receipt of the approval from relevant authorities; no operating activities which are

prohibited or restricted by the state or local municipal industrial policies shall be engaged in.)
Overview of the Appraised Entity

Name of enterprise: Guodian North China Inner Mongolia New Energy Co., Ltd.* (“Inner
Mongolia New Energy”)

Domicile of enterprise: Gonghudong Village, Xiwulanbulang Town, Wuchuan County,
Hohhot City, Inner Mongolia Autonomous Region (N5 A i [@ I
I R T ) 1A 7Y 5 BN TR B 2T

Legal representative: Bai Xiaojun (- BEH)

Registered capital: RMB185,000,000

Type of company: limited liability company

Date of establishment: 9 September 2009

Term of operation up to: 8 September 2039

Unified social credit code: 911501256928790272
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1. Historical development

Guodian North China Inner Mongolia New Energy Co., Ltd.* was established on
9 September 2009. For Wuchuan project (Phase II), Guodian North China Inner
Mongolia New Energy Co., Ltd.* has obtained the registration certificate (Nei Fa Gai
Energy Zi [2010] No. 2929) (/4% BE TR F[2010]2929%%)) in December 2010, and
it was connected to the grid for power generation in June 2011. Guodian North China
Inner Mongolia New Energy Co., Ltd.* has entered into the Power Purchase and Sale
Contract with Inner Mongolia Power (Group) Co., Ltd. in respect of Wuchuan Power

Generation project (Phase II).

For Wuchuan project (Phase III), Guodian North China Inner Mongolia New Energy
Co., Ltd.* has obtained the registration certificate (Hu Fa Gai Ji Chu Zi [2014] No.
345) ({5 LR [2014]34558)) in May 2014, and it was connected to the grid
for power generation in December 2015. Guodian North China Inner Mongolia New
Energy Co., Ltd.* has entered into the Power Purchase and Sale Contract with Inner
Mongolia Power (Group) Co., Ltd. in respect of Wuchuan Power Generation project
(Phase III).

2. Corporate profile

Guodian North China Inner Mongolia New Energy Co., Ltd.* is mainly engaged in
wind power generation. Currently, the company primarily operates wind power station
projects with a total installed capacity of 149 MW, among which, Wuchuan Power
Station (Phase II) has an installed capacity of 49.5 MW; Wuchuan Power Station
(Phase IIT) has an installed capacity of 49.5 MW; Wuchuan Power Station (Phase IV)
has an installed capacity of 50 MW, which is expected to be connected to the grid for

power generation in July 2021.

The project currently under construction is mainly Wuchuan project (Phase IV) under
construction with an installed capacity of 50 MW, which includes: 16 new wind power
generating units with a single-unit capacity of 3,000 kW + 1 wind power generating
unit with a single-unit capacity of 2,000 kW and hub height of 97.5 meters. The
estimated annual on-grid power is 1,674,910,000 kWh and the annual equivalent full
load hours are 3,350 hours. (According to the feasibility study report of Guodian
Wuchuan project (Phase 1V)).
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3. Business scope

Construction, operation, maintenance and management of wind farms and other clean
energy power plants; sales of electricity generated; and provision of consulting,
services and training for clean energy power generation; rental of wind power
auxiliary facilities and power transmission lines; clean energy heating (unless
restricted by the state); sales of wind power generation equipment and photovoltaic

equipment, accessories, and ancillary parts; disposal of electricity waste materials

4. Capital contribution of Shareholder
As of the Valuation Benchmark Date, the paid-up capital of Guodian North China
Inner Mongolia New Energy Co., Ltd.* was RMB185,000,000. The name of
Shareholder, amount of capital contribution and proportion of capital contribution are

as follows:

Name of Shareholder, amount of capital contribution and proportion of capital

contribution
Amount  Proportion
Subscription of capital of capital
No. Name of Shareholder amount contribution Contribution
(RMBO’000)  (RMBO’000) %
1 CHN Energy Northeast Electric Power Co., Ltd. 18,500 18,500 100%
Total 18,500 18,500 100%

5. Principle business

Guodian North China Inner Mongolia New Energy Co., Ltd.* is mainly engaged in
wind power generation. Currently, the company primarily operates wind power station
projects with a total installed capacity of 149.5 MW, among which, Wuchuan Power
Station (Phase II) has an installed capacity of 49.5 MW; Wuchuan Power Station
(Phase IIT) has an installed capacity of 49.5 MW; Wuchuan Power Station (Phase 1V)
has an installed capacity of 50 MW.
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6. Financial position, operating status and cash flow status of Inner Mongolia New

Energy

As disclosed in the audited statements of Inner Mongolia New Energy, as at 31
December 2020, the Valuation Benchmark Date, total assets, total liabilities and
total shareholders’ equity amounted to RMB922,995,100, RMB309,088,600
and RMB613,906,500, respectively; for 2020, it realized operating revenue of
RMB87,667,900 and net profit of RMB26,826,700; for 2020, net increase in cash and
cash equivalents was RMB18,105,000 and balance of cash and cash equivalents as at
the end of the period was RMB30,339,400. The audited financial position, operating
status and cash flow status of the company for the past three years and as at the

benchmark date are as follows:

Assets, liabilities and financial position of Inner Mongolia New Energy

Unit: RMB0’000

31 December 31 December 31 December 31 December
Item 2017 2018 2019 2020
Total assets 04,571.44 63,067.36 61,153.90 92,299.51
Liabilities 23,190.27 17,373.39 12,629.74 30,908.86
Total shareholders” equity 41,381.17 45,693.96 48,524.16 61,390.65
2017 2018 2019 2020
Operating revenue 8,6023.43 9,546.21 8,505.66 8,766.79
Total profit 3,630.71 4,668.51 3,405.28 2,968.64
Net profit 3,508.15 4,279.09 2,963.36 2,682.67
2017 2018 2019 2020
Net cash flows generated
from operating activities 2,955.47 6,316.15 5,515.07 7,183.14
Net cash flows generated
from investing activities -613.32 -922.82 -578.70 -9,547.67
Net cash flows generated
from financing activities -2,172.10 -5,679.25 -4,083.29 4,175.03
Net increase in cash and
cash equivalents 170.05 -285.91 853.08 1,810.50
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II.

Audit opinion Standard
unqualified

opinion

Number of audit report Rui Hua Shen Zi

[2019] No. 21040057

(T
[2019]21040057%%)
Ruihua

Certified Public
Accountants LLP

Audit institution

Standard Standard Standard
unqualified unqualified unqualified

opinion opinion opinion

Tian Zhi Ye Zi Tian Zhi Ye Zi Tian Zhi Ye Zi
[2021] No. 26167~ [2021] No. 26167  [2021] No. 26167
(KRBT (KRBT (KBET
[2021]1261674%) [2021]261674%%) [2021]261674%%)
Baker Tilly Baker Tilly Baker Tilly
International International International
Certified Public Certified Public Certified Public
Accountants (Special Accountants Accountants
General Partnership) ~ (Special General (Special General
Partnership) Partnership)

(IV) Relationship between the clients and the appraised entity

China Longyuan Power Group Corporation Limited*, the client, CHN Energy North China
Electric Power Co., Ltd., the client and the property right holder, and Guodian North China
Inner Mongolia New Energy Co., Ltd.*, the appraised entity, are all subordinate units of
China Energy Investment Corporation Limited, and they are related entities.

(V) The clients and other users of the valuation report under the assets valuation

entrustment contract

The users of this valuation report shall be the clients.

Unless otherwise stipulated by the national laws and regulations, any agency or individual
without confirmation from the valuation agency and the clients shall not become a user of

this valuation report by virtue of the access to this report.

PURPOSE OF VALUATION

Pursuant to the Resolution of the Party Committee of CHN Energy North China Electric Power Co.,
Ltd. (14 January 2021), China Longyuan Power Group Corporation Limited* intends to acquire
100% equity interest in Guodian North China Inner Mongolia New Energy Co., Ltd.* held by CHN

Energy North China Electric Power Co., Ltd.

The purpose of this valuation is to reflect the market value of the all shareholders’ equity of
Guodian North China Inner Mongolia New Energy Co., Ltd.* on the Valuation Benchmark Date,

and to provide value reference for China Longyuan Power Group Corporation Limited* in its

proposed acquisition of 100% equity interest in Guodian North China Inner Mongolia New Energy
Co., Ltd.* held by CHN Energy North China Electric Power Co., Ltd.
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III. APPRAISAL TARGET AND SCOPE OF VALUATION

@

(I

Appraisal target and scope of valuation

The appraisal target is the total shareholders’ equity of Guodian North China Inner Mongolia
New Energy Co., Ltd.* The scope of valuation covers all assets and relevant liabilities,
including current assets and non-current assets and the corresponding liabilities, of Guodian

North China Inner Mongolia New Energy Co., Ltd.*
The type and carrying amount of the appraised assets

As at the Valuation Benchmark Date, Guodian North China Inner Mongolia New Energy
Co., Ltd.* had assets with a total carrying amount of RMB922,995,100, total liabilities
of RMB309,088,600 and net assets of RMB613,906,500, including specifically, current
assets of RMB131,297,700; non-current assets of RMB791,697,400; current liabilities of
RMB96,311,000; non-current liabilities of RMB212,777,600.

The above asset and liability data are extracted from the balance sheet of Guodian North
China Inner Mongolia New Energy Co., Ltd.* as of 31 December 2020. The appraisal target
to be valuated and scope of the valuation are the same as those involved in the economic
behaviour. The book value has been audited and a standard unqualified audit report has been

issued thereon.

The physical assets as reported by the enterprise subject to valuation include buildings

(structures), machines and equipment, which have the following types and features:
1. Buildings (structures)
(1)  Buildings

Including SVG room, 35KV power distribution room, warehouse and garage,
which are distributed in the wind farm located in Keke Yiligeng Town (7] A LA
J1H§8), Wuchuan County, Hohhot City, Inner Mongolia Autonomous Region.
The electricity boiler room is located in the water plant of Inner Mongolia
Hohhot Water Pump and Energy Storage Power Generation Co., Ltd. (A5 i ¥
AR REEE A IR R A7)
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&)

Structures

Being distributed in the wind power installation area in Keke Yiligeng Town
(ﬂﬂutﬁﬁﬁ), Wuchuan County, Hohhot City, Inner Mongolia Autonomous
Region, mainly consisting of the roads and squares in the power station area,

the entrance roadways, the accident oil tank, etc.

2. Equipment

ey

2

(&)

Machines and equipment

The machines and equipment mainly include loaders, main transformers, turbine

towers and other wind power generation auxiliary equipment.

Vehicles

The transportation equipment include vehicles for production and office use
such as Dongfeng Nissan brand DFL6460VECF ordinary passenger car, Audi
brand FV7241FCVTG car, Nissan brand ZN6494HBG4 ordinary passenger
car, Great Wall brand CC1031PB29 ordinary light truck, Great Wall brand
CC1031PB29 ordinary light truck and Buick brand SGM6522UBAG6 ordinary

passenger car, etc.

Electronic equipment

Electronic equipment include various kinds of office equipment such as
computers, projectors, cameras, printers, copying machines, etc., which are
located in the office areas of the enterprise. There are various specifications of
general equipment, and some equipment with the same name have a wide range

of prices due to their different specifications.
Under the unified management of equipment department, the equipment of

the company is regularly repaired, well maintained and in a good working

condition.
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Project under construction

The project under construction is mainly a heating project under construction powered
by electric clean energy with an installed capacity of S0MW, which includes: 17 new
wind power generating units, including 16 wind power generating units with a rated
power of 3,000 kW + one with a rated power of 2,000 kW and the rated voltage is
0.69 kV. Each wind power generating unit is equipped with one box-type substation
with a hub height of 95 meters. The estimated annual on-grid power is 167,491
MWh (according to the feasibility study report of 50 MW Wind Power Clean Energy
Heating Project (Phase IV) in Guodian Hongshan Wind Farm). The book value of
the project under construction is the total fees incurred for the project, including fees
for civil construction, equipment purchase, equipment installation, land acquisition,
preliminary engineering, construction management during the preparatory period,

capitalized interest during the construction period, etc.

As of the Valuation Benchmark Date, Wind Power Project (Phase IV) in Guodian
Wuchuan Hongshan was under construction with approximately 85% of the

construction completed and is expected to be fully completed in July 2021.

The intangible assets recorded in or off the book of the enterprise

As of 31 December 2020, the Valuation Benchmark Date, the intangible assets as
reported by the enterprise and recorded in the book included the land use rights of 7
parcels of land and other 7 intangible assets (mainly 7 software systems) owned by the

appraised entity, the details of which are as follows:

Certificate No. of Name of Typeof  Termination  Area with
No.  land ownership land Land location Use of land use rights date  use rights
(Square meters)
1 Wu Guo Yong 2015No. Land 1 Gonghudong Industrial ~ Transferof ~ 2065/4/28  9,766.00
050 Village, Xiwulanbulang Town, land state-owned
Wuchuan County (51§76 A land
ELRTH)
2 Wu Guo Yong 2012No. Land2  Dayike Village (booster station),  Industrial ~ Transferof ~ 2062/8/16  19,966.71
00101 Xiwulanbulang Town, Wuchuan ~ land state-owned
County (&)/1 7 S AIREALL Jand
SR L RESE))
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Certificate No. of Name of
No.  land ownership land
3 Wu Guo Yong 2012 No. Land 3
00102
4 Wu Guo Yong 2012 No.  Land 4
00100
5 Meng (2020) Wuchuan ~ Land 5
County Real Estate
Ownership Certificate
No. 0001199
6 Meng (2020) Wuchuan ~ Land 6
County Real Estate
Ownership Certificate
No. 0001218
7 Meng (2020) Wuchuan ~ Land 7

County Real Estate
Ownership Certificate
No. 0001201

Land location Use of land

Industrial
land

Dayike Village, Xiwulanbulang
Town, Wuchuan County (/| 475
RRAREL DR

Dayike Village and Hongshanzi
Village (33 pedestals),
Xiwulanbulang Town, Wuchuan
County (%157 KM ARETA LA
Skt~ AL FH (3R
Guodian Wuchuan Hongshan Wind

Industrial
land

Industrial
Farm Phase 11T (fans and box-type ~ land
substations No. 31-33), Dayike
Village, Xiwulanbulang Town,
Wuchuan County (#1857 A
REALTHAERNA AT
BEHOIR-DEAR  H)
Guodian Wuchuan Hongshan

Wind Farm Phase III (fans and

box-type substations No. 15-30),

Industrial
land

Nansuji Village, Erfenzi Township,
Wuchuan County (31165 = (348
AR ER I ALRES=
BsHE-305 R - Fi%)
Guodian Wuchuan Hongshan

Wind Farm Phase III (fans and
box-type substations No. 1-14),

Industrial
land

Shuangyucheng Village, Erfenzi
Township, Wuchuan County (2]
B h e R TR
(LB =156 - 43R K
)

Type of

use rights

Transfer of
state-owned
land
Transfer of
state-owned
land

Transfer of
state-owned
land

Transfer of
state-owned
land

Transfer of
state-owned
land

Termination  Area with
date  userights

(square mefers)

2062/8/16  16,000.33
2062/8/16 8,947.82
2070/8/3 887.76
2070/8/3 473472
2070/8/3 414288

The 7 parcels of land within the scope of this valuation have a total area of 64,446.22
square meters with a total book value of RMB81,146,304,400.
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Iv.

2. Intangible asset recorded off the book

There was no intangible asset within the scope of the enterprise’s reporting but
recorded off the book.

(IV) Types and quantities of off-balance-sheet assets as reported by the