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

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

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (on behalf of the Underwriters) and us on the Price Determination Date.
The Price Determination Date is expected to be on or around Tuesday, December 18, 2018 (Hong Kong time) and, in any event, not later than Thursday, December
20, 2018 (Hong Kong time). The Offer Price will be not more than HK$2.34 and is currently expected to be not less than HK$1.76 per Offer Share. If, for any reason,
the Offer Price is not agreed by Thursday, December 20, 2018 (Hong Kong time) between the Sole Global Coordinator (on behalf of the Underwriters) and us, the
Global Offering will not proceed and will lapse.

Applicants for Hong Kong Offer Share are required to pay, on application, the maximum Offer Price of HK$2.34 for each Hong Kong Offer Share together with a
brokerage fee of 1.0%, a SFC transaction levy of 0.0027% and a Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally determined
is less than HK$2.34.

The Sole Global Coordinator, on behalf of the Underwriters, and with our consent may, where considered appropriate, reduce the number of Hong Kong
Offer Shares and/or the indicative Offer Price range below that is stated in this prospectus (which is HK$1.76 to HK$2.34) at any time prior to the morning
of the last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of Hong Kong Offer
Shares and/or the indicative Offer Price range will be published as soon as practicable following the decision to make such reduction, and in any event not
later than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. Such notices will also be available
on the website of our Company at www.scntgf.com and on the website of the Stock Exchange at www.hkexnews.hk. Further details are set forth in “Structure
of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus.

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

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Sole Global Coordinator
(on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See “Underwriting — Hong Kong Underwriting Arrangements
— Hong Kong Public Offering — Grounds for Termination” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended, and may not be offered, sold, pledged or transferred
within the United States except that Offer Shares may be offered, sold outside the United States in accordance with Rule 903 or Rule 904 of Regulation S.
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EXPECTED TIMETABLE™

Latest time to complete electronic applications under
HK eIPO White Form service through the designated

website www.hkeipo.hk™®. .. ... ... ... ... L.

Application lists open™® . .. ... ... ...

Latest time for lodging WHITE and YELLOW

Application Forms . . . ... .. ... ..

Latest time to give electronic application instructions

to HKSCC™

Latest time to complete payment for HK eIPO White Form
applications by effecting internet banking transfer(s)

or PPS payment transfer(s). ... ......... ... ... .. . ...,

Application lists close . . . ...... .. i

Expected Price Determination Date. .. ....................

Announcement of:

o the Offer Price;

Date”

2018

........... 11:30 a.m. on

Tuesday, December 18

........... 11:45 a.m. on

Tuesday, December 18

.......... 12:00 noon on

Tuesday, December 18

.......... 12:00 noon on

Tuesday, December 18

.......... 12:00 noon on

Tuesday, December 18

.......... 12:00 noon on

Tuesday, December 18

Tuesday, December 18

. the level of applications in the Hong Kong Public Offering;

. the level of indications of interest in the International Offering; and

. the basis of allotment of the Hong Kong Offer Shares

will be published on our website at www.scntgf.com®’ and

the website of Hong Kong Exchange and
Clearing Limited at www.hkexnews.hk®

on or before. . ... ...

Thursday, December 27



EXPECTED TIMETABLE™

2018

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where appropriate) will be available through a variety
of channels as described in the section headed
“How to Apply for the Hong Kong Offer Shares —
11. Publication of Results” in this prospectus from ............ Thursday, December 27

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where appropriate) will be available at www.tricor.com.hk/ipo/result

with a “search by ID” function ............. ... ... ........ Thursday, December 27

H Share certificates in respect of wholly or partially
successful applications will be dispatched or deposited
into CCASS on or before™ ... ... ... ... .. ... ... ......... Thursday, December 27

Refund cheques (if applicable) will be dispatched

on or before” 3 O Thursday, December 27

HK eIPO White Form e-Auto Refund Payment Instructions
will be dispatched on or before- ®#n® L. Thursday, December 27

Dealings in H Shares on the Stock Exchange to
commence at 9:00 a.m. on .. ... ... Friday, December 28

(1)  All dates and times refer to Hong Kong dates and local time unless otherwise stated. Details of the structure
of the Global Offering, including its conditions, are set out in the section headed “Structure of the Global
Offering” in this prospectus. If there is any change in the above expected timetable, we will issue a separate
announcement in Hong Kong to be published on our website at www.scntgf.com and the website of Hong
Kong Exchange and Clearing Limited at www.hkexnews.hk.

(2)  You will not be permitted to submit your application through the designated website at www.hkeipo.hk after
11:30 a.m. on the last day for submitting applications. If you have already submitted your application and
obtained a payment reference number from the designated website prior to 11:30 a.m., you will be permitted
to continue the application process (by completing payment of application monies) until 12:00 noon on the last
day for submitting applications, when the application lists close.

(3)  If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, December 18, 2018, the application
lists will not open on that day. Please refer to the section headed “How to Apply for the Hong Kong Offer
Shares — 10. Effect of Bad Weather on the Opening of the Application Lists” in this prospectus.

(4)  Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to
HKSCC should refer to the section headed “How to Apply for the Hong Kong Offer Shares — 6. Applying by
Giving Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

(5) None of the website or any of the information contained on the website forms part of this prospectus.

(6)  The announcement will be available for viewing on the Stock Exchange’s website at www.hkexnews.hk.
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EXPECTED TIMETABLE™

@)

(®)

©)

Applicants who apply for 1,000,000 or more Hong Kong Offer Shares and have provided all required
information may collect refund cheques (where applicable) and H Share certificates (where applicable) in
person from our H Share Registrar, Tricor Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, December 27, 2018. Applicants
being individuals who opt for personal collection must not authorize any other person to make collection on
their behalf. Applicants being corporations who opt for personal collection must attend by their authorized
representatives each bearing a letter of authorization from his corporation stamped with the corporation’s chop.
Both individuals and authorized representatives (if applicable) must produce, at the time of collection,
evidence of identity acceptable to the H Share Registrar. Uncollected refund cheques and H Share certificates
will be dispatched promptly by ordinary post to the addresses as specified in the applicants’ Application Forms
at the applicants’ own risk. Details of the arrangements are set out in “How to Apply for Hong Kong Offer
Shares” in this prospectus.

Applicants who apply through the HK eIPO White Form service by paying the application monies through
a single bank account, may have e-Auto Refund payment instructions (if any) dispatched to their application
payment bank account. Applicants who apply through the HK eIPO White Form service by paying the
application monies through multiple bank accounts, may have refund cheques sent to the address specified in
their application instructions to the designated HK eIPO White Form Service Provider by ordinary post and
at their own risk.

e-Auto Refund Payment Instructions/refund cheques will be issued in respect of wholly or partially
unsuccessful applications and in respect of successful applications if the Offer Price is less than the price
payable on application.

The H Share certificates will only become valid certificates of title provided that the

Global Offering has become unconditional in all respects and neither of the Hong Kong

Underwriting Agreement nor the International Underwriting Agreement is terminated in

accordance with its respective terms prior to 8:00 a.m. on the Listing Date. The Listing

Date is expected to be on or about Friday, December 28, 2018. Investors who trade the H

Shares on the basis of publicly available allocation details prior to the receipt of H Share

certificates or prior to the H Share certificates becoming valid certificates of title do so

entirely at their own risk.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read the whole document before you decide to invest in
the H Shares. There are risks associated with any investment. Some of the particular
risks in investing in the H Shares are set out in the section headed “Risk Factors” in
this prospectus. You should read that section carefully before you decide to invest in the
H Shares.

OVERVIEW

We are a vertically integrated power supplier and service provider in Yibin City, Sichuan
Province, with a full power supply value chain covering power generation and electricity
distribution and sales. We have a stable user base and a comprehensive network of power
supply in Yibin City, which allows us to optimize the balance usage of power resources within
our power supply network through efficient allocation of electricity. Our business consists of
(i) power business, which includes power generation and power supply; and (ii) EECS
business, which consists of electrical engineering construction service and sales of electric
equipment and materials.

We are the only authorized regional power supplier in the designated statutory area that
covers parts of the Seven Counties and Districts and certain of the surrounding areas, which
we hereinafter refer to as “our power supply service area.” The following table sets forth the
counties and districts that comprise our power supply service area based on the power supply
business licenses held by us and our subsidiaries as of the Latest Practicable Date.

Holder of
Power Supply Business License Power Supply Area™®

Our Company Includes the administrative area of Pingshan County; and
parts of Yibin County®, Xingwen County, Gong County,
Gao County and Junlian County

Yibin Electricity Includes Yongxing Town, Baihua Town, Wangchang Village,
Liujia Town, Guanyin Town, Longxing Village, Gubai
Village, Nixi Town, Ninan Village, Juexi Town, Longchi
Town, Gaochang Town, Lichang Town, Shangzhou Town,
Fulong Town, Shuanglong Town, Fengyi Village, Xijie
Town in Yibin City; all of Fuquan Town in Yantan
District of Zigong City, Sichuan Province, and parts of
Shuangyi Town, Heshi Town, Kongtan Town, Guluo
Town, Baixi Town in Zigong City; parts of Qiuchang
Village and Jincheng Village in Cuiping District, Yibin
City; and parts of the administrative areas of Lianhua
Village and Niuwei Village, Rong County, Zigong City

Xingwen Electricity Includes the administrative area of Xingwen County, except
for South Sichuan Pyrite, Zhoujia Village Sulphuric Acid
Plant, Xinhua Sulfur Plant, Yuping Cement Factory,
Tianquan Cement Factory, Xingwen Phosphate Fertilizer
Factory and Wuxing Village

Pingshan Electricity Includes the administrative area of Pingshan County®

1



SUMMARY

Holder of
Power Supply Business License Power Supply Area™”

Gong County Electricity Includes the administrative area of Gong County, except for
Fu Rong Mining Bureau, Shuangsan Cement Factory,
Gong County Ammonium Phosphate Plant, Gong County
Fertilizer Plant, Gong County Shuangshibao Cement
Plant, Xinfeng Chemical Plant, Gong County Phosphate
Fertilizer Plant and Southern Sichuan Prison

Gao County Electricity Includes the administrative area of Gao County, except for
parts of Shengtian Town

Junlian Electricity Includes the administrative area of Junlian County, except
for Junlian County Xunsi Town Furong Group Luban
Mountain North and South Coal Mine Production Area

Notes:

(1)  The power supply area of our Company and each of our above-mentioned subsidiaries represents the

)

3)

power supply area as specified in the relevant power supply business licenses. As stipulated in each of
the power supply business license, in the event the power supply service area sets forth in the relevant
power supply business licenses crosses into the surrounding power supply areas of another enterprise,
the exact boundary of the power supply service area shall be determined based solely on the “agreement
on the boundary demarcation of power supply areas” (HT 7 2 W% 5 #1773 1#7#%) entered into by both
parties.

On July 23, 2018, the State Council approved an administrative division adjustment plan by Yibin City,
Sichuan Province, to abolish Yibin County, and designated certain areas of such county to Xuzhou
District (§(I[i) in Yibin City, and the remaining areas of such county to Cuiping District (32 i) in
Yibin City and such towns originally within Yibin County were separately divided into the
administration of Xuzhou District and Cuiping District. As advised by our PRC Legal Advisors, such
administrative division adjustment plan as approved by the State Council did not alter or amend our
power supply service area but only re-divided those towns within our supply service area in Yibin
County into Xuzhou District or Cuiping District.

Excludes a small area within Pingshan County whose electricity is supplied by an Independent Third
Party, Sichuan Jiuhe Power Co., Ltd.* (VU U T B BR 2> 7)), which was incorporated before the
promulgation of the Electric Power Law. Due to the historical reason(s), if an enterprise has been
conducting power supply operations in an administrative area before the promulgation of the Electric
Power Law, there may be one or more power supply companies in such administrative area. To the best
knowledge of the Directors, Sichuan Jiuhe Power Co., Ltd. does not own a full power supply value chain
covering power generation, electricity distribution and sales as our Group does and cannot engage in
scaled operation. In addition, to the best knowledge of the Directors and based on the business scope
of Sichuan Jiuhe Power Co., Ltd., its business operation is limited to (i) the supply of power to three
industrial enterprises specifically located in Pingshan County just to continue their historical operations,
where one of the three industrial enterprises had already ceased conducting its business as of the Latest
Practicable Date; and (ii) providing wholesale of electricity to our Group. As advised by our PRC Legal
Advisors, since the promulgation of the Electric Power Law, there shall be only one power-supply
enterprise in each electricity service area, in which other entities cannot apply for power supply business
licenses in the electricity service areas if a power-supply enterprise has already obtained a power supply
business license. Accordingly, other entities cannot supply electricity in the Seven Counties and
Districts and the surrounding areas where we and our six subsidiaries have been authorized by the
relevant authorities with exclusive right to supply electricity.
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We sell electricity to users through our power grid within our power supply service area.

We primarily generate electricity from hydropower plants owned and operated by our

subsidiaries. The following chart sets forth our main production facilities, including our

hydropower plants, transformer substations and transmission and distribution lines, in the areas

where we operate our business as of June 30, 2018.

Transmission and
Subsidiaries Location Hydropower Plants Transformer Substations Distribution Lines
N0 kV 10 kV Bkv kv 3BkV  10kV
Installed
Number Capacity Number Capacity Number Capacity Number Capacity Length  Length Length
(kW) (kVA) (kVA) &y (m)  (km)  (km)
Yibin Electricity Yibin County 0 205" - - 4204500 9 65,050 194 169 2,086
Xingwen Electricity ~ Xingwen County 9 345 - - 3 151,500 9 104700 68 MW
Pingshan Electricity ~ Pingshan County 6 13670 - - 4 111,000 736,600 % 1312760
Gong County
Electricity Gong County I 690 [ 180,000 2 120,000 10 72500 ) 16 118
Gao County
Electricity Gao County T 46570 - - 3 140,000 10 103,200 80 164 1303
Yuejiang Power
Generation Gao County [ 12,000 - - - - - - - - -
Yangliutan Power
(Generation Shuifu County 1 54,000 - - 1 75,000 - - 15 - -
Junlian Electricity Junlian County - - - - 2 120,000 14 118,300 35 162 1430
Total 35 138,680 I 180,000 19 922,000 59 500,850 530 1,000 9,108
Note:
(I)  Yibin Electricity had 10 hydropower plants with an installed capacity of 4,375 kW as of June 30, 2017.

However, according to the notices issued by the relevant PRC government authorities to promote the activities
of the nature reserve development and construction, subject to the approval of the Board, we are obligated to
completely dismantle the power generation facilities and equipment of two of our hydropower plants located
in the designated nature reserves as stipulated in the relevant notices, which were owned and operated by Yibin
Electricity, by September 30, 2018. These hydropower plants consisted of a total of five power generating units
with an aggregate installed capacity of 2,300 kW. Accordingly, we have suspended the operations of these two
hydropower plants as of July 30, 2017. We subsequently conducted assets appraisal relating to such
hydropower plants, which was completed in December 2017. On September 26, 2018, our Board passed a
resolution to authorize Yibin Electricity to negotiate with the local government of Yibin City regarding
compensation for the dismantling of such hydropower plants and proceed to dismantle such hydropower plants
in accordance with the requirements of the local government. Subsequently, Yibin Electricity entered into
separate one-off compensation agreements with the local government in Yibin County on September 27, 2018,
according to which, we are entitled to a compensation of RMB10.3 million and RMB2.6 million for each of
the hydropower plants, respectively. This compensation will be paid by the government of Yibin County to
Yibin Electricity after the dismantling of the relevant assets. For the years ended December 31, 2015, 2016 and
2017 and the six months ended June 30, 2018, these two hydropower plants contributed RMB1.6 million,
RMB1.6 million, RMBO0.5 million and nil, respectively, to our gross profit for these periods.
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For the years ended December 31, 2015, 2016 and 2017 and the six months ended June
30, 2017 and 2018, our total revenue was RMB1,614.6 million, RMBI1,691.7 million,
RMB1,853.2 million, RMB836.3 million and RMB970.6 million, respectively. Our profit for
the year/period was RMB104.9 million, RMB117.8 million, RMB124.9 million, RMB65.4
million and RMB95.3 million, respectively. The following table sets forth a breakdown of our
revenue and gross profit margin by category of business for the periods indicated.

For the years ended December 31, For the six months ended June 30,
W15 2016 2017 W17 2018
GPM GPM GPM GPM GPM
RMB0OOO % (%) RMB000 % (%) RMB'0O0O % (%) RMB’000 % (%) RMB'OO0O % (%)
(Unaudited)

Power business . . . 1439906 892 19.8 1456378 8.1 198 1542311 832 188 729,100 872 168 846919 8§73 194
EECS business” . . 174696 108 260 235297 139 167 310932 168 102 107220 128 133 123637 127 204

Total . ... ... 1,614,602 1000 205 L691,675 100.0 194 1853243 1000 174 836320 1000 163 970,556 100.0 195

(1)  Includes revenue from the sales of electric equipment and materials of RMB4.0 million, RMB2.6 million,
RMB7.1 million, RMB3.2 million and RMB2.3 million for the years ended December 31, 2015, 2016 and 2017
and the six months ended June 30, 2017 and 2018, respectively.

The revenue from our power business increased by RMB16.5 million from 2015 to 2016
mainly due to increased demand of electricity from our household and general industrial and
commercial customers. It further increased by RMB85.9 million from 2016 to 2017 primarily
due to increased demand of electricity from our household, general industrial and commercial,
as well as large industrial customers. The revenue from our power business increased by
RMB117.8 million from the six months ended June 30, 2017 to the six months ended June 30,
2018 primarily due to (i) an increase in the number of our household, general commercial and
industrial, and large industrial customers by more than 24,000, more than 3,300 and
approximately 40, respectively, in the first six months of 2018 compared to the same period in
2017; and (ii) an increase in the amount of electricity sales to our household, general
commercial and industrial and large industrial customers by 43,618 MWh, 37,656 MWh and
97,655 MWh, respectively, for the six months ended June 30, 2018 compared to the same
period in 2017, which was mainly attributable to the increase in the number of our household,
general commercial and industrial, and large industrial customers.

The revenue from our EECS business increased by RMB60.6 million from 2015 to 2016
mainly because we were awarded certain large-scale construction work involving rural power
grid assets in 2016, which we obtained through the tender procedures as required by the
relevant PRC regulations. It further increased by RMB75.6 million from 2016 to 2017
primarily due to more EECS income being recognized as a result of increased EECS activities
stemming from our continued consolidation of our EECS business resources in 2017, as well
as the increase in EECS income recognized for large-scale construction works relating to the
rural power grid assets that were awarded to us in 2016 and 2017. The revenue from our EECS
business increased by RMB16.4 million from June 30, 2017 to June 30 2018, mainly due to
more large-scale EECS projects we undertook, and increased number of construction projects
awarded to us due to our continued consolidation of our EECS business resources starting in
2017.
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The following table sets forth a breakdown of the components of our cost of sales for the
periods indicated.

For the years ended December 31, For the six months ended June 30,
2015 2016 2017 2017 2018
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
Power business
Cost of purchase of
electricity . . . . . 693,806 54.1 674,584 495 755500 494 375368 537 457987 587
Cost of power
generation . . . . . 81,556 6.3 85777 6.3 84,589 5.5 41,753 6.0 39,061 5.0
Staff and labor
costs . ... ... 29255 2.3 32310 24 32,133 21 16,047 23 14,789 1.9
Depreciation and
amortization . . . 36,464 2.8 37466 2.7 36,379 24 18,695 27 19,533 25
Repair expenses . . 5016 04 5080 04 0487 04 3982 0.6 1494 0.2
Others. . . ... .. 10,821 0.8 10921 0.8 9,590 0.6 3,029 04 3245 04
Cost of power
distribution . . .. 378,777 29.5 407,051 29.8 411,683 269 189,555 27.0 185358 23.7
Staff and labor
costs . ... ... 191,761 149 200486 147 209272 137 101,940 14.6 97,772 12.5
Depreciation and
amortization . . . 78,596 6.1 82,357 6.0 91,604 6.0 43,636 6.2 45841 5.9
Repair expenses . . 33,281 26 45,634 33 40,004 26 16,689 24 16,762 2.1
Others. . . . .. .. 75,139 5.9 78,574 5.8 70,803 4.6 27290 3.8 24983 32
Subtotal . . . ... ... 1,154,139 899 1,167,412 856 1,251,772 81.8 606,676 86.7 682406 874
EECS business . . . . . 129,362 10.1 196,095 144 279,157 182 92,909 133 98,426  12.6
Total. ... ....... 1,283,501 100.0 1,363,507 100.0 1,530,929 100.0 699,585 100.0 780,832 100.0

Our Power Business

Our power business principally involves (i) hydropower generation; (ii) electricity
distribution; and (iii) sales of electricity to end users. Under our power business, electricity is
generated from the hydropower plants we own and operate or purchased from third-party
suppliers. It is subsequently distributed to industrial, commercial, household and other users
through our power grid, which contains step-up and step-down transformer substations and
transmission and distribution lines, for their ultimate consumption. As of June 30, 2018, we
owned and operated 35 hydropower plants, which were installed with 77 electricity generating
units having a total installed capacity of 138,680 kW. The following table sets forth a
breakdown of the revenue, cost of sales and gross profit margin of our self-generated electricity
and electricity sourced from third parties for the periods indicated.

For the six months

For the years ended December 31, ended June 30,
2015 2016 2017 2018
Cost of  Gross Cost of  Gross Cost of  Gross Cost of  Gross

Revenue Sales™  Profit GPM Revenue Sales™  Profit GPM Revenue Sales™  Profit GPM Revenue Sales'”  Profit GPM
RMB’000 RMB’000 RMB’000

%) RMB’000 RMB’000 RMB’000 (%) RMB’000 RMB’000 RMB’000 (%) RMB’000 RMB’000 RMB’000 (%)

Self-generated

electricity . . . . 326,468 167436 159,032 487 344,176 181,973 162,203 47.1 309,176 167,116 142,060 459 114868 64,201 50,667 44.1
Electricity sourced

from

third parties . . . 1,113,438 986,703 126,735 114 1,112,202 985439 126,763 114 1233,135 1,084,656 148479 120 732,051 618205 113846 15.6
Total. . . . . .. 1,439,906 1,154,139 285767 19.8 1456378 1,167,412 288,966 19.8 1542311 1,251,772 290,539 18.8 846919 682406 164513 194
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Note:

(1)  Cost of sales of self-generated electricity generally consists of the staff wages, social insurance, depreciation,
repair costs, property insurance premiums and other expenses. Cost of sales of electricity sourced from third
parties generally consists of the cost of purchasing electricity at a specified or agreed price from third-party
suppliers. We also include cost of power distribution in the cost of sales of self-generated electricity and the
cost of sales of electricity sourced from third-party suppliers, and allocate it in the calculation of gross profit
margin, primarily because the transmission and distribution of the electricity generated by us or the electricity
purchased externally to our end customers usually involve certain costs and expenses, which mainly include
line loss, costs of maintenance materials, amortization of low-value consumable goods, staff wages, social
insurance, repair costs, operation maintenance expenses and property insurance premiums. The proportion of
the cost of power distribution in the costs of sales of self-generated electricity and electricity sourced from
third parties is determined based on MWh of self-generated electricity as a percentage of total MWh of
electricity that consists of both self-generated and externally sourced electricity, and MWh of electricity
sourced from third-party suppliers as a percentage of total MWh of electricity that consists of both
self-generated and externally sourced electricity.

Pricing

In general, the sales price of our electricity is approved or fixed by the relevant pricing
authorities in China. On March 28, 2005, the NDRC issued the Notice on Publication of the
Implementation of Reform of Power Tariff ( (EIRENEEEMEBCEEMBIHENBEA) ) to
provide guidance for the reform of tariff-setting mechanism. According to this notice, power
tariff is classified into (a) on-grid tariff; (b) transmission and distribution tariff; and
(c) end-user tariff, among which, only end-user tariffs and on-grid tariffs are applicable to us.
The PRC government is responsible for regulating and supervising power tariffs based on
costs, investments and affordability of the local customers. On July 13, 2017, the NDRC
promulgated the NDRC No. 5 Announcement of 2017 ( B FE M H 2z B /A H520174F5
5%%) ) to abolish the aforementioned notice. In April and May 2018, the Sichuan Development
and Reform Commission has issued the Notice of Pricing Catalogue of Sichuan Province ( <[
RENEE<PU)I B EME H #%>n94EH1) ) and the Notice of Adjustment of the Provincial Power
Grid Management Jurisdiction and Related Issues ( B o % & i o6 4 5 8 8 PME IR A BH =
THRY#EHT) ), respectively, to regulate the transmission and distribution price, the power selling
price of provincial power grid enterprises and the grid power price of such power generation
entities dispatched by provincial power grid enterprises. Our subsidiaries, including Yibin
Electricity, Xingwen Electricity, Pingshan Electricity, Gong County Electricity, Gao County
Electricity and Junlian Electricity, are included in the catalogue of the provincial power grid
enterprises, which currently comply with the power tariff policies instituted by the Sichuan
Development and Reform Commission. For further details of the relevant laws and regulations
governing the pricing mechanism in the PRC power industry, please see the section headed
“Regulatory Environment — Regulations on the Power Industry — Pricing Rule” in this
prospectus.

Our EECS Business

In addition to our power business, during the Track Record Period, we, through our
subsidiaries, also engaged in the EECS business, which mainly involves undertaking the
electrical engineering construction projects and selling electric equipment and materials. For
the years ended December 31, 2015, 2016 and 2017 and the six months ended June 30, 2017,
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2018, the revenue from undertaking electrical engineering construction projects amounted to
RMB170.7 million, RMB232.7 million, RMB303.8 million, RMB104.0 million and RMB121.3
million, respectively, while the sales of electric equipment and materials amounted to RMB4.0
million, RMB2.6 million, RMB7.1 million, RMB3.2 million and RMB2.3 million, respectively.

COMPETITIVE STRENGTHS

We believe we have the following competitive advantages: (i) we are a comprehensive
power solution provider that provides integrated power services covering generation,
distribution and sales of electricity; (ii) we are the only power supplier in our power supply
service area in Yibin City; (iii) we possess regional advantages, abundant natural resources,
including hydropower reserves, and conducive conditions for business development; (iv) we
enjoy strong support from our major Shareholders, which lays a solid foundation for the stable
and healthy development of our business; and (v) we possess a management team with
extensive business and management experience.

OUR STRATEGIES

Our strategy is to further expand our share in the power supply market in Southwestern
China, develop our power service value chain and strive to become an advanced comprehensive
power operator in China. We plan to adopt the following development strategies: (i) seeking
acquisition opportunities to continue to increase our share in the power generation and supply
market; (ii) improving our power grid structure and enhancing the level of automation and
informatization; (iii) further strengthening cost control to continuously improve our
profitability; (iv) actively participating in the PRC power industry reform and extending the
service industry chain; and (v) striving for diversified development and capturing opportunities
to enter into new business sectors in order to create an industrial structure with complementary
businesses.

RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some
of which are beyond our control. Major risks we face include, but not limited to, the following:
(i) our business growth depends greatly on the continuous economic growth of Yibin City. If
the economic growth of Yibin City is below expectation or there is any material adverse change
in the economic or social conditions, our business, results of operations and financial
conditions may be materially and adversely affected; (ii) we source electricity from external
parties and we rely on a limited number of suppliers; (iii) our power generation is dependent
on hydrological conditions and we may face risks of business seasonality; (iv) our borrowing
levels, interest payment obligations and net current liabilities could limit the funds available
to us for business purposes; (v) we are subject to risks associated with changes in preferential
tax treatment; (vi) we may encounter difficulties in identifying suitable acquisition
opportunities and the estimated return on acquisitions may not be accurate or may not
materialize at all; and (vii) we or our landlords do not possess the land use rights certificates
or building ownership certificates in respect of certain land and buildings owned or leased by
us. For further details of these and other risks we face, please see the section headed “Risk
Factors” in this prospectus.
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OUR CUSTOMERS AND SUPPLIERS

Our Customers

For the years ended December 31, 2015, 2016 and 2017 and the six months ended June
30, 2018, our five largest customers in the aggregate accounted for approximately 17.6%,
16.7%, 18.1% and 17.5%, respectively, of our total revenue, and the sales to our largest
customer accounted for approximately 4.7%, 3.9%, 5.2% and 4.6%, respectively, of our total

revenue for the same periods.

The customers of our power business are primarily categorized into the following groups:
(i) household; (ii) general industrial and commercial; (iii) large industrial; (iv) State Grid
Company; and (v) others. We have developed business relationships with our five largest
customers during the Track Record Period ranging from four to seven years as of June 30,
2018. As of December 31, 2017, our power business served a total of approximately 3.2 million
residents in Yibin City, accounting for 57.3% of the total population of Yibin City.

Our Suppliers

For the years ended December 31, 2015, 2016 and 2017 and the six months ended June
30, 2018, aggregate purchases from our five largest suppliers accounted for approximately
67.5%, 59.0%, 65.0% and 80.9%, respectively, of our total cost of purchase of electricity, while
purchases from our largest supplier accounted for approximately 43.6%, 32.5%, 33.7% and
41.5%, of our total cost of purchase of electricity, respectively, for the same periods.

Our third-party power suppliers include State Grid Company and Southern Grid
Company, as well as other hydropower plants that are connected to our power grid. We have
developed business relationship with our five largest suppliers during the Track Record Period
ranging from two to seven years as at June 30, 2018.

For further details on our customers and suppliers, please see “Business — Our
Customers” and “Business — Our Suppliers” in this prospectus.

OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, our Controlling Shareholders, namely, Hydropower
Group, Energy Investment Group and Sichuan Development Co., were together entitled to
directly or indirectly exercise or control the exercise of 52.06% of the voting rights at the
general meetings of our Company. Immediately following the completion of the Global
Offering and without taking into account of any H Shares which may be allotted and issued
pursuant to the exercise of the Over-Allotment Option, our Controlling Shareholders will
together be entitled to exercise or control the exercise of 39.03% of the voting rights at the
general meetings of our Company, respectively, and therefore, they will continue to be our
Controlling Shareholders. Please see the section headed “Relationship with Our Controlling

Shareholders” in this prospectus.
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RURAL POWER GRID INJECTED ON ESTABLISHMENT OF OUR COMPANY

As part of the policy-directed projects for the benefits of the people (R T1%),
Hydropower Group participated in the rural power grid construction projects in our designated
power supply area, including parts of the Seven Counties and Districts, which were
implemented by and under the guidance of the PRC government. Hydropower Group shall, on
behalf of the People’s Government of Sichuan Province, invest in, operate and manage such
assets with fiscal appropriation and unified loan funds.

In September 2011, upon the establishment of our Company, Hydropower Group initially
injected the rural power grid assets located in the Seven Counties and Districts to our
Company. In addition, it also transferred construction funds for rural power grid projects
amounting to approximately RMB878.0 million to us. The legal title to the construction funds
or the rural power grid projects/assets constructed by using such construction fund have been
transferred to us while such rural power grid construction funds have been recognized as State
capital reserves benefits ([B %5 & A\ FE) solely enjoyed by Hydropower Group and such
designation will remain unchanged after the Listing. Hydropower Group does not and will not
enjoy any additional shareholder rights by reason of the rural power grid construction funds
being categorized as State capital reserves benefits, in particular, it does not enjoy any special
voting rights or privileges, which are generally not available to our other Shareholders. The
State capital reserves benefits may be converted into the Shares of our Company, with the
approval of two-thirds or more affirmative votes at a general meeting of our Shareholders.
Hydropower Group has provided an undertaking to us in writing on September 26, 2017,
pursuant to which it has irrevocably and unconditionally undertaken, among others, not to (i)
withdraw the State capital reserves benefits from our Company in any way or request our
Company to pay back the State capital reserves benefits; or (ii) transfer the State capital
reserves benefits or request to convert the State capital reserves benefits into equity interests
of our Company or any other companies within our Group. For further details of the rural
power grid relating to us, please see the section headed “Relationship with Our Controlling

Shareholders” in this prospectus.
SUMMARY OF CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as at and for the
years ended December 31, 2015, 2016 and 2017 and the six months ended June 30, 2017 and
2018, extracted from the Accountants’ Report set out in Appendix I to this prospectus. For
further details of our consolidated financial information, please see the section headed

“Financial Information” in this prospectus.
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Consolidated Statements of Profit or Loss

The table below sets forth our consolidated statement of profit or loss with line items in

absolute amounts and as percentages of our total revenue for the periods indicated:

For the years ended December 31, For the six months ended June 30,
2015 2016 2017 2017 2018
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
Revenue. . . .. ... ... 1,614,602 100.0 1,691,675 1000 1,853,243 100.0 836,320  100.0 970,556  100.0
Cost of sales. . . ... ... (1,283,501)  (79.5) (1,363,507)  (80.6) (1,530,929) (82.6) (699,585) (83.7) (780,832) (80.5)
Gross profit. . . ... ... 33,100 205 328,168 194 322314 174 136735 163 189,124 195
Other income . . . .. ... 34,722 22 32,593 1.9 52,530 2.8 30,045 36 14972 1.5

Administrative expenses . . . (151,087)  (94) (161,773)  (9.6) (179,586)  (9.7)  (74,430)  (8.8)  (81,363)  (8.3)
Impairment of loss on trade

and other receivables,

including contract assets. . (25,260)  (1.6)  (15,662)  (0.9)  (1,222)  (0.1)  (1,541)  (0.2) 2,221 0.2

Other expenses. . . . . . . . (12,891)  (0.7)  (5,880)  (0.3)  (19,794)  (L.1) 832) (0. (1407 (0.1
Profit from operations . . . 176,585  11.0 177446 105 174242 93 89977 108 124,153  12.8
Finance costs . . ... ... (70975)  (44) (50,885)  (3.0) (41,360) (22) (19,748) (24) (16573 (L7)
Share of profits less

losses of associates . . . . 13,026 0.8 9,523 0.6 10,672 0.6 4,591 0.5 2415 0.2
Profit before taxation. . . . 118,636 74 136,084 8.1 143,554 11 74,820 89 109,995  11.3
Income tax. . . . ...... (13,739)  (0.9) (18260)  (L.I)  (18,664) (1L.0)  (9,398)  (LL) (14,739) (L5)
Profit for the year/period. . 104,897 6.5 117,824 70 124,890 6.7 65,422 1.8 95,256 9.8
Adjusted net profit™ ... 104,897 6.5 121,270 72 133,708 1.2 66,402 19 97,208  10.0
Note:

(1)  The Adjusted Net Profit, which is unaudited in nature, represents profit for the year/period excluding the
effects of the listing expenses as it is non-recurring in nature. The Adjusted Net Profit is not a measure of
performance under IFRS. As a non-IFRS measure, the Adjusted Net Profit is presented because our
management believes such information will be helpful for investors in assessing the level of our net profit by
eliminating the effects of certain one-off or non-recurring items, namely, listing expenses. There are no other
significant non-recurring or one-off items during the Track Record Period. The use of the Adjusted Net Profit
has material limitations as an analytical tool, as it does not include all items that impact our profit for the
relevant year/period. See “Financial Information — Non-IFRS Measure” in this prospectus. The following table
reconciles our Adjusted Net Profit for the years/periods presented to the most directly comparable financial
measure calculated and presented in accordance with IFRS, which is profit for the year/period.

— 10 =



SUMMARY

For the six months ended

For the years ended December 31, June 30,
2015 2016 2017 2017 2018
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Profit for the year/period . . 104,897 117,824 124,890 65,422 95,256
Add:
Listing expenses . . ... .. - 3,446 8,818 980 1,952
Adjusted Net Profit. . . . . 104,897 121,270 133,708 66,402 97,208

Our revenue increased from RMB®836.3 million for the six months ended June 30, 2017
to RMB970.6 million for the six months ended June 30, 2018, primarily due to an increase in
the revenue of our power business as the demand for household, general industrial and
commercial, as well as large industrial electricity customers all increased in the first half of
2018 compared to the same period in 2017, and an increase in the revenue of our EECS
business due to more large-scale EECS projects we undertook during the first half of 2018
compared to the same period in 2017. Our revenue increased from RMB1,691.7 million for the
year ended December 31, 2016 to RMB1,853.2 million for the year ended December 31, 2017,
primarily due to an increase in revenue of our power business, which is mainly a result of an
increased demand of electricity from our household and large industrial customers and an
increase in revenue of our EECS business, which was mainly due to an increased number of
construction projects we undertook in 2017. Our revenue increased from RMB1,614.6 million
for the year ended December 31, 2015 to RMB1,691.7 million for the year ended December 31,
2016, primarily due to increases in revenue from our power business as a result of increased
demand of electricity from our household and general industrial and commercial customers;
and an increase in revenue from our EECS business, primarily because we were awarded

certain large-scale construction work involving rural power grid assets.
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Summary of Consolidated Statements of Financial Position

As of
As of December 31, June 30,
2015 2016 2017 2018
RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets . . . . ... .... 3,120,152 3,050,312 3,160,594 3,164,398
Current assets . . .. . ......... 1,328,600 989,850 766,174 867,803
Total assets. . . . ............ 4,448,752 4,040,162 3,926,768 4,032,201
Current liabilities. . . . ... ... .. 2,006,639 1,543,774 1,504,436 1,411,736
Non-current liabilities. . . . ... .. 243,735 442,753 305,532 472,854
Total liabilities . ... ... ...... 2,250,374 1,986,527 1,809,968 1,884,590
Net current liabilities . . . ... ... (678,039) (553,924) (738,262) (543,933)
Total equity . .. ............ 2,198,378 2,053,635 2,116,800 2,147,611
Summary of Consolidated Statements of Cash Flows
For the
six months
For the Years Ended ended
December 31, June 30,
2015 2016 2017 2018
RMB’000 RMB’000 RMB’000 RMB’000

Net cash flows generated from

operating activities . . .. ... .. 246,967 430,413 384,738 65,875
Net cash flows (used in)/

generated from investing

activities. . . . ... ... ... ... (210,293) (39,887) 108,109 (20,778)
Net cash flows (used in)/generated

from financing activities . . . .. (322,427) (447,663) (304,306) 14,119
Cash and cash equivalents at

beginning of the year/period . . . 249,687 (36,066) (93,203) 95,338
Cash and cash equivalents at the

end of the year/period . . . .. .. (36,066) " (93,203)P 95,338 154,554
Bank overdrafts . ........... 550,269 330,234 300,473 300,929
Cash in the consolidated statement

of financial position . .. ... .. 514,203 237,031 395,811 455,483
Note:

(1)  We recorded negative cash and cash equivalents as of December 31, 2015 and 2016 mainly because bank
overdrafts that are repayable on demand formed an integral part of our cash management, and were
included as a component of cash and cash equivalents. A characteristic of such banking arrangements
is that the bank balance often fluctuates from being positive to overdrawn. Please see the section headed
“Financial Information — Liquidity and Capital Resources — Cash Flows Analysis” in this prospectus.

— 12 =



SUMMARY

Key Financial Ratios

The following table sets forth some of our key financial ratios as at the dates indicated:

As of/
for the six
months
As of/for the year ended ended
December 31, June 30,
2015 2016 2017 2018
Gross profit margin®. . ... ... ... 20.5% 19.4% 17.4% 19.5%
Net profit margin® . ... ........ 6.5% 7.0% 6.7% 9.8%
Current ratio® . ... ... ........ 0.7 0.6 0.5 0.6
Net debt to equity ratio™ . . ... ... 44.9% 45.6% 22.7% 21.2%
Gearing ratio™® .. ... ... ...... 68.3% 57.2% 41.4% 42.4%
Interest coverage ratio® .. ... ... 2.7 3.7 4.5 7.6
Return on average equity” . ... ... 4.8% 5.7% 6.0% N/A
Return on average total assets®™® . . . 2.4% 2.8% 3.1% N/A

Notes:

()

2)

3)

“

&)

(6)

(N

®)

Gross profit margin was calculated based on our gross profit for the year/period divided by our revenue
for the same year/period.

Net profit margin was calculated based on our net profit for the year/period divided by our revenue for
the same year/period.

Current ratio was calculated based on our total current assets as of the respective dates divided by our
total current liabilities as of the same dates.

Net debt to equity ratio equals total interest-bearing bank loans and other borrowings net of cash and
cash equivalents at the end of the year/period divided by total equity at the end of the year/period.

Gearing ratio was calculated based on our interest-bearing liabilities as of the respective dates divided
by our total equity as of the same dates.

Interest coverage ratio equals profit before interest and tax of the year/period divided by finance cost
of the same year.

Return on average equity was calculated based on our profit attributable to equity shareholders of our
Company divided by the average balance of our total equity (excluding non-controlling interests) at the
beginning and the end of the year and multiplied by 100%. We did not calculate the return on average
equity for the six months ended June 30, 2018 for the purpose of comparison as we believe it is not
meaningful to compare the ratio for the six months ended June 30, 2018 with the ratio for the year ended
December 31, 2017.

Return on average total assets was calculated based on our profits for the year divided by the average
balance of our total assets at the beginning and the end of the year and multiplied by 100%. We did not
calculate the return on average total assets for the six months ended June 30, 2018 for the purpose of
comparison as we believe it is not meaningful to compare the ratio for the six months ended June 30,
2018 with the ratio for the year ended December 31, 2017.

Please see “Financial Information — Key Financial Ratios” for descriptions of the

commentary on the fluctuations of the above ratios.
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NET CURRENT LIABILITIES AND WORKING CAPITAL SUFFICIENCY

As of December 31, 2015, 2016 and 2017 and June 30, 2018 and October 31, 2018, we
had net current liabilities of approximately RMB678.0 million, RMB553.9 million, RMB738.3
million, RMB543.9 million and RMB15.8 million, respectively. We recorded net current
liabilities during the Track Record Period mainly because we have used short-term bank loans
and other borrowings to finance our general working capital needs and capital expenditure. The
increase in net current liabilities from December 31, 2016 to December 31, 2017 was primarily
due to a decrease in our current assets, which was a result of a decrease in other financial assets
as we redeemed certain financial products at their maturity in 2017 and used the proceeds to
repay certain of our indebtedness, a contribution of RMB100.0 million for our 9.09% equity
interest in Lhasa Jinding Xingneng Investment Center (Limited Partnership)* (7 4 5 B g
BEFLERES)) (“Jinding Fund”) (based on actual contribution made) and an increase in
our current liabilities, primarily due to an increase in trade and other payables as a result of
accumulated accounts payable to third-party electricity suppliers and an increase in short-term
loans and other borrowings as non-current unsecured bank loans in an amount of RMB93.0
million was transferred to the current portion as of December 31, 2017. Our net current
liabilities decreased as of June 30, 2018 mainly because we made repayments of certain of our
bank loans and other borrowings and increases in trade and other receivables and cash and cash
equivalents as we expanded our business in the first half of 2018. Our net current liabilities
further decreased as of October 31, 2018 mainly because we refinanced approximately
RMB130.0 million of the short-term bank loans that were due in July 2018 and RMB300.0
million of bank overdrafts that were due in August 2018 by long-term borrowings amounted
to approximately RMB400.0 million. For further details, please see the section headed
“Financial Information — Liquidity and Capital Resources — Current Assets and Current
Liabilities” in this prospectus.

We finance our working capital needs primarily through cash flow from operating
activities, bank loans, bank overdrafts and corporate bonds. Taking into account the financial
resources available to our Group, including the cash flow from operating activities, the
unutilized banking facilities and the estimated net proceeds from the Global Offering, our
Directors are of the view that, after due and careful inquiry, our Group has sufficient available
working capital for our present requirements for at least the next 12 months from the date of
this prospectus.

LISTING-RELATED EXPENSE INCURRED AND TO BE INCURRED

The estimated total listing expenses (based on the mid-point of our indicative price range
for the Global Offering) for the Global Offering were approximately RMBS57.3 million. During
the Track Record Period, we incurred approximately RMB19.0 million of listing expenses for
the Global Offering, of which RMB14.2 million was charged to the consolidated statements of
profits or loss for the years ended December 31, 2015, 2016 and 2017 and six months ended
June 30, 2018, as administrative expenses. We expect to incur additional listing expenses of
RMB38.4 million in connection with the Global Offering, of which an estimated amount of
RMBO.5 million is expected to be recognized as administrative expenses and the remaining
amount of RMB37.9 million is expected to be recognized directly as a deduction from equity
upon Listing. Our Directors are of the view that such expenses will not have a material and
adverse impact on our results of operations for the year ending December 31, 2018.
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GLOBAL OFFERING STATISTICS

The statistics in the following table are based on the assumption that: (a) the Global
Offering has been completed and 268,800,000 H Shares are in issue; and (b) the Over-allotment
Option has not been exercised.

Based on minimum Based on maximum
indicative Offer Price indicative Offer Price
of HK$1.76 of HK$2.34
Market capitalization of our H Shares . . . . .. HK$473.1 million HK$629.0 million
Unaudited pro forma adjusted consolidated net
tangible assets per Share™ . ... ... ... .. HK$2.64 HK$2.78
Note:

(1)  The unaudited pro forma adjusted consolidated net tangible asset value per Share is calculated after
making the adjustments referred to in “Appendix II — Unaudited Pro Forma Financial Information”.

DIVIDENDS AND DIVIDEND POLICY

For the year ended December 31, 2015 and 2016, we declared dividends of RMB64.4
million and RMB64.4 million, respectively, which were fully paid. As of the Latest Practicable
Date, we have declared and paid an aggregate of RMB64.4 million for the year ended
December 31, 2017.

Our Articles of Association require that dividends may be paid either in cash or stock or
a combination of both. Distribution of dividends will be formulated by our Board at its

discretion and will be subject to shareholders’ approval.

Subject to the above factors and our Articles of Association, we expect that the profit to
be distributed in cash each year will be no less than 50% of the distributable profit (being the
lower of the amounts determined in accordance with PRC GAAP or IFRS) in our consolidated
financial statements for that year. However, we cannot assure you that we will be able to
declare or distribute dividends in any amount each year or in any year. The declaration and
payment of dividends may be limited by legal restrictions or financing arrangements that we
may enter into in the future. For further details of our dividends and dividend policy, please
see the section headed “Financial Information — Dividends and Dividend Policy” in this

prospectus.
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USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately HK$502.4 million from
the Global Offering, assuming that the Over-allotment Option is not exercised, after deducting
the underwriting commissions and other estimated offering expenses payable by us and
assuming the Offer Price of HK$2.05 per H Share, being the mid-point of the indicative Offer
Price range set forth on the cover page of this prospectus. We intend to use the proceeds from
the Global Offering for the purposes and in the amounts set out below:

Amount of the Estimated Net Proceeds Intended Use of the Net Proceeds

Approximately 40.0% or HK$201.0 million Acquisition of certain power-related assets and
hydropower plants

Approximately 30.0% or HK$150.7 million Construct a higher voltage power supply network
and upgrade existing power grid facilities

Approximately 20.0% or HK$100.5 million Establish a centralized power dispatch control
center and facilitate the automation and
informatization of our power grid system

Approximately 10.0% or HK$50.2 million Working capital and general corporate purposes

For further details of our use of the net proceeds from the Global Offering, please see the

section headed “Future Plans and Use of Proceeds” in this prospectus.

HISTORICAL REGULATORY NON-COMPLIANCE INCIDENTS

During the Track Record Period, we were involved in certain systemic non-compliance
incidents in relation to (i) the social insurance and housing provident fund contributions; (ii)
the number of contract labor personnel and (iii) the compulsory collection of prepayment for
electricity from non-residential customer. For further details of such systematic non-
compliance incidents, please see the section “Business — Legal and Regulatory Compliance —
Regulatory Non-compliance” in this prospectus. In view of the nature and extent of these
non-compliance incidents and the potential risks we would be exposed to, our Directors believe
that these incidents, individually or in the aggregate, do not and will not have any material

financial or operational impact on us.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this prospectus, there has been no material
adverse change in our financial or trading position since June 30, 2018, being the date on which
our latest audited consolidated financial statements were prepared, and there is no event since
June 30, 2018 which would materially affect the information as set out in the Accountants’
Report in Appendix I to this prospectus.
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SUMMARY

RECENT DEVELOPMENT

From July 1, 2018 and up to the Latest Practicable Date, our business remained relatively
stable. During the aforesaid period, to the best of our knowledge, there was no material change
to the overall economic and market conditions in China and the hydropower industry in which
we operate that may have a material adverse effect on our business operations and financial
position.

The Sichuan Development and Reform Commission issued the Notice of Pricing
Catalogue of Sichuan Province ( <BHNEN#E<VU)II 28 H 8k>MU3%1) ) and the Notice of
Adjustment of the Provincial Power Grid Management Jurisdiction and Related Issues ( B
PR B A EEE AR A B ERE ) ) in April and May 2018, respectively,
regulating that the transmission and distribution price, the power selling price of provincial
power grid enterprises and the grid power price of such power generation entities dispatched
by provincial power grid enterprises shall be determined by the provincial pricing
administrative authorities. Our subsidiaries, including Yibin Electricity, Xingwen Electricity,
Pingshan Electricity, Gong County Electricity, Gao County Electricity and Junlian Electricity,
are included in the catalogue of the provincial power grid enterprises. There was no material
change on the pricing mechanism or adjustment to on-grid tariffs price up to the Latest
Practicable Date. Please refer to “Risk Factors — Risks Relating to Our Industry — We operate
in a government-controlled industry, and we do not have control over the pricing of electricity
sourcing and sales, which may affect our profitability” in this prospectus for a description of
risks relating to our pricing.

In the third quarter of 2018, we generated approximately 144,684 MWh of electricity and
sold in the aggregate approximately 869,540 MWh of electricity to our customers. Since July
1, 2018, we added 28 new general industrial and commercial customers and large industrial
customers, which in the aggregate have used approximately 33,893 MWh of electricity. In
addition, during this period, we received new customer applications from 26 potential general
industrial and commercial customers and large industrial customers, which in the aggregate
applied to use approximately 231,499 MWh of electricity per year.

On July 4, 2018, we, as borrower, entered into a liquidity loan agreement with Bank of
Communications, Chengdu Wenjiang Sub-branch, as lender, pursuant to which we obtained a
loan in the aggregate principal amount of RMB130.0 million. According to this agreement, the
loan is due on February 8, 2020 and bears an annual interest rate as referenced to the lending
benchmark interest rate announced by the PBOC applicable at the time of each drawdown plus
0.63%.

On July 20, 2018, we, as borrower, entered into a liquidity loan agreement with Industrial
Bank Co. Ltd., Chengdu Branch, as lender, pursuant to which we obtained a loan in the
aggregate principal amount of RMB200.0 million. According to this agreement, the loan is due
on July 19, 2021 and bears an annual interest rate as referenced to the lending benchmark
interest rate announced by the PBOC applicable at the time of each drawdown plus 0.6775%.

On August 20, 2018, we, as borrower, entered into a liquidity loan agreement with Bank
of Shanghai, Chengdu Branch, as lender, pursuant to which we obtained a loan in the
aggregated principal amount of RMB70.0 million. According to this agreement, the loan is due
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SUMMARY

on March 27, 2020 and bears an annual interest rate as referenced to the lending benchmark
rate announced by PBOC applicable at the time of each drawdown and an upward 5% floating
adjustment on such benchmark rate.

From July 1, 2018 and up to the Latest Practicable Date, we made repayments of
approximately RMB130.0 million of the short-term bank loans that were due in July 2018,
RMB300.0 million of the bank overdrafts that were due in August 2018 and early repayment
of RMB129.0 million of the short-term bank loans that will be due in January 2019.

On January 11, 2018, Gong Qinglin Mining Co., Ltd. (BtEREMIEZEAFR/A A, “Qinglin
Mining”) filed a lawsuit with Yibin Intermediate People’s Court (“Yibin Intermediate Court”)
against Hydropower Group, us and one of our subsidiaries, Gong County Electricity,
(collectively, the “Co-defendants”), claiming that in the course of carrying out the rural power
grid construction projects in certain areas of Gong County and Xingwen County (the
“Construction Areas”) in 2015, the Co-defendants had infringed the mining rights of Qinglin
Mining for certain minerals in the Construction Areas and consequently, Qinglin Mining sought
to obtain aggregate damages in the amount of approximately RMB39.6 million from the
Co-defendants. We and Gong County Electricity as well as Hydropower Group separately
submitted applications for objection to jurisdiction. On February 11, 2018, Yibin Intermediate
Court ruled against our and Hydropower Group’s objection to jurisdiction. In February 2018,
we and Gong County Electricity as well as Hydropower Group separately appealed against
such decision to Sichuan Higher People’s Court. On June 12, 2018, the Sichuan Higher
People’s Court upheld the original ruling by Yibin Intermediate Court. Subsequently, on June
26, 2018, Gong County Land and Resources Bureau issued public announcements, which stated
that the mining licenses of Qinglin Mining with respect to the Construction Areas could be
revoked due to Qinglin Mining’s failure to make adequate payments for the relevant mining
rights. According to the applicable PRC laws and regulations, publicity period is 10 working
days, after which the relevant mining licenses will be revoked if no objection is received.
Accordingly, we applied for the extension and suspension of the trial of the case with Yibin
Intermediate Court. After examination, the court concluded that the infringement compensation
issue of the case shall depend on the decision of the Gong County Land and Resources Bureau
whether to revoke the relevant mining licenses held by Qinglin Mining. Therefore, on August
6, 2018, Yibin Intermediate Court ruled that the trial of the case shall be suspended pending
the final outcome by the Gong County Land and Resources Bureau. Our special PRC litigation
counsel advised us that if the mining licenses held by Qinglin Mining are revoked according
to law, its basis for claiming infringement compensation will be lost, and the Sichuan Higher
People’s Court will be unlikely to rule in its favor. In addition, even if the people’s courts in
Sichuan Province determine that Qinglin Mining should be compensated, the party bearing the
responsibility for the compensation liability should be Hydropower Group and that the risk that
we and/or Gong County Electricity will be adjudicated to be liable for the infringement
compensation by the people’s courts in Sichuan Province is remote. In addition, Hydropower
Group has provided an undertaking in favor of our Company, pursuant to which it has
undertaken to fully indemnify us and Gong County Electricity for all damages incurred in the
event the people’s courts in Sichuan Province ultimately adjudicate against our Company or
Gong County Electricity. Please see the section headed “Business — Legal and Regulatory
Compliance — Legal Proceedings” in this prospectus for more details.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”

“Board” or “Board of Directors”

“Bohai Trust”

“business day(s)” or

“Business Day(s)”

“CAGR”

“Catalog for the Guidance of
Foreign Investment Industries”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

WHITE, YELLOW and GREEN application form(s) or,
where the context requires, any of them relating to the
Global Offering

the articles of association of our Company, as amended,
which shall become effective on the Listing Date, a
summary of which is set out in Appendix V to this
prospectus

has the meaning ascribed to it under the Listing Rules
the Board of Directors of our Company

Bohai International Trust Co., Ltd.* (i = #4550
A FR/AH]), a company established in the PRC as a joint
stock company with limited liability on December 9,
1983 and an Independent Third Party

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

compound annual growth rate

Catalog for the Guidance of Foreign Investment
Industries (Revised in 2017) (FMRa & E £ EH Bk
(20174&%E)), a guidance for foreign investment in
certain key industries in the PRC, which was promulgated
jointly by the MOFCOM and the NDRC on June 28, 2017
and became effective from July 28, 2017

the Central Clearing and Settlement System established
and operated by HKSCC

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

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

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“China Power”

“close associate(s)”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

’

“Company” or “our Company’

“Company Law”

“connected person(s)”

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

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

the People’s Republic of China, excluding, for the
purpose of this prospectus, Hong Kong, Macau and
Taiwan

China Power International Development Limited* (9[2
EIEEERARAR), a limited liability company
established in Hong Kong on March 24, 2004 and listed
on the Stock Exchange on October 15, 2004 (stock code:
2380). As of the Latest Practicable Date, China Power
held 12.17% of the total Shares of our Company

has the meaning ascribed to it under the Listing Rules

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended and supplemented from time to
time

the Companies (Winding up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended and supplemented from time to time

Sichuan Energy Investment Development Co., Ltd.* (VU
I BeF 8% JE 13 41 BR 22 F]), a company established in the
PRC as a joint stock company with limited liability on
September 29, 2011, the H Shares of which are being
applied for listing on the Main Board of the Stock
Exchange

the Company Law of the PRC (" #E A RALANE 2 F]i%),
as amended, supplemented or otherwise modified from

time to time

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“Controlling Shareholder(s)”

“CSRC”

“Development Guide
Directory for Renewable
Energy Industry”

“Director(s)”

“Domestic Shares”

“EIT Law”

“Electric Power Law”

“Electricity Engineering
Construction”

“Energy Investment Group”

has the meaning ascribed to it under the Listing Rules and
unless the context requires otherwise, refers to the
controlling shareholders of our Company, namely,
Hydropower Group, Energy Investment Group and
Sichuan Development Co.

the China Securities Regulatory Commission (93775
EEEMEZEE)

The Development Guide Directory for Renewable Energy
Industry (] P94 R = £ 3F R 54 H $%), a notice issued
in 2005 by NDRC to establish the printing and
distributing catalog for the industrial development of
renewable energy

director(s) of our Company

domestic invested ordinary shares in our registered
capital, with a nominal value of RMB1.00 each, which
are subscribed for and paid up in Renminbi and held by
PRC nationals or PRC incorporated entities, and are not
listed or traded on any stock exchange

Enterprise Income Tax Law of the PRC (H13E A [RILFN[E
EFTIFBLE)

Electric Power Law of the PRC (3 A R ILFNE & J715),
adopted by the Standing Committee of the Eighth
National People’s Congress (55 /\Jm 4B A\ RACER K& F
#Z B ) on December 28, 1995, effective as of April 1,
1996, amended on August 27, 2009, and further amended
and released on April 24, 2015

Sichuan Energy Power Investment Yibin Electricity
Engineering Construction Co., Ltd.* (PUJI| R EHE BT
THREEZARAFA), a limited liability company
established in the PRC on November 5, 1996 and a
wholly-owned subsidiary of our Company

Sichuan Province Energy Investment Group Co., Ltd.*
(M)A REIEALE R B A BREAE A ], a limited liability
company established in the PRC on February 21, 2011
and one of our Controlling Shareholders upon the Listing
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DEFINITIONS

“Euromonitor”

“Euromonitor Report”

“Exchange Participant(s)”

“Excluded Rural Power Grid
Projects”

“Founders”

“Founders Agreement”

“Gao County Electricity”

Euromonitor International, an Independent Third Party,
and a professional market research and consulting firm
which prepared the Euromonitor Report

the report, written by Euromonitor as commissioned by
our Company containing an analysis of the power
industry in the PRC and Sichuan Province and other
relevant economic and statistical data, as referred to in
the section headed “Industry Overview” in this
prospectus

a person: (a) who, in accordance with the Listing Rules,
may trade on or through the Stock Exchange; and (b)
whose name is entered in a list, register or roll kept by the
Stock Exchange as a person who may trade on or through
the Stock Exchange

the rural power grid construction projects located in the
Seven Counties and Districts, which form part of the
Rural Power Grid Construction Projects Phase III and are
controlled by Hydropower Group

seven entities which together established our Company in
September 2011 pursuant to the Founders Agreement,
namely, Hydropower Group, Sichuan Fund, Gao County
State-owned Assets Co., Yibin State-owned Assets Co.,
Xingwen County Urban Construction Co., Sichuan
Development Co. and Junlian County State-owned Assets
Co.

a founders agreement entered into in June 2011 regarding
the establishment of our Company by and among the
Founders

Sichuan Energy Investment Gao County Electricity Co.,
Ltd.* (WIEE S8R E I ABRA ), a limited liability
company established in the PRC on January 30, 1996 and
a wholly-owned subsidiary of our Company
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DEFINITIONS

“Gao County State-owned
Assets Co.”

“GDP”

“Global Offering”

“Gong County Electricity”

“GREEN Application Form(s)”

99 < ER T3 ’

“Group,” “our Group,” “we

or “us”

“H Share Registrar”

“H Shares”

“HK$” or “HK dollars”

“HK eIPO White Form”

Gao County State-owned Assets Operation and
Management Co., Ltd.* (FREAEELEEHARE
fE/A 7)), a State-owned enterprise with limited liability
established under the laws of the PRC on May 24, 2007.
As of the Latest Practicable Date, Gao County State-
owned Assets Co. held 11.47% of the total Shares of our
Company

gross domestic product

the Hong Kong Public Offering and the International
Offering

Sichuan Energy Investment Gong County Electricity Co.,
Led.* (PU)IBESRHLERTE A RA ), a limited liability
company established in the PRC on December 29, 1994
and a wholly-owned subsidiary of our Company

the application form(s) to be completed by the HK eIPO
White Form Service Provider, designated by our
Company

our Company and its subsidiaries (or our Company and
any one or more of its subsidiaries, as the context may
require)

Tricor Investor Services Limited

overseas-listed, foreign-invested, ordinary shares issued
by us with a nominal value of RMB1.00 each in the share
capital of our Company, which are to be subscribed for
and traded in HK dollars and for which an application has
been made for listing and permission to trade on the
Stock Exchange

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of HK eIPO
White Form at www.hkeipo.hk
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“HK eIPO White Form Service
Provider”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

the HK eIPO White Form Service Provider designated
by our Company as specified on the designated website

www.hkeipo.hk

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

HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

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

the 26,880,000 H Shares initially offered by us for
subscription pursuant to the Hong Kong Public Offering
(subject to reallocation as described in the section headed
“Structure of the Global Offering” in this prospectus)

the offering of the Hong Kong Offer Shares for
subscription by the public in Hong Kong (subject to
adjustment as described in “Structure of the Global
Offering” in this prospectus) at the Offer Price (plus
brokerage, SFC transaction levies and the Stock
Exchange trading fees), subject to the terms and
conditions described in this prospectus and on the
Application Forms as further described in the section
headed “Structure of the Global Offering — the Hong
Kong Public Offering” in this prospectus

the underwriters listed in “Underwriting — Hong Kong
Underwriters” of this prospectus, being the underwriters
of the Hong Kong Public Offering

the underwriting agreement dated December 12, 2018,
relating to the Hong Kong Public Offering and entered
into by our Company, the Sole Sponsor, the Sole Global
Coordinator and the Hong Kong Underwriters as further
described in the section headed “Underwriting — Hong
Kong Underwriting Arrangements — Hong Kong Public
Offering” in this prospectus
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“Hydropower Group”

“IFRS”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

i)

“International Underwriters’

“International Underwriting
Agreement”

Sichuan  Province  Hydropower Investment and
Management Group Co., Ltd.* (PUJI|F/KEHRELKLEE
H AR/~ F]), a limited liability company established in
the PRC on December 17, 2004 and one of our
Controlling Shareholders upon Listing

International Financial Reporting Standards, which
include standards, amendments and interpretations
promulgated by the International Accounting Standards
Board and the International Accounting Standards and
interpretation issued by the International Accounting
Standards Committee

party(ies) not connected with our Company and our
connected persons (as defined in the Listing Rules)

the 241,920,000 H Shares initially offered by our
Company pursuant to the International Offering together
with, where relevant, any additional Shares which may be
issued by our Company pursuant to the exercise of the
Over-allotment Option (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this prospectus)

the offer of the International Offer Shares by the
International Underwriters at the Offer Price outside the
United States (including to professional, institutional and
corporate investors and excluding retail investors in
Hong Kong) in reliance on Regulation S, subject to
adjustment and the exercise of the Over-allotment Option
as further described in “Structure of the Global Offering”
in this prospectus

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

the underwriting agreement relating to the International
Offering to be entered into on or about the Price
Determination Date, by, among others, the International
Underwriters and our Company, as further described in
the section headed “Underwriting — International
Offering” of this prospectus
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“Jinding Fund”

“Jinxinghe Investment”

“Joint Bookrunners”

“Joint Lead Managers”

“Junlian County State-owned
Assets Co.”

“Junlian Electricity”

“Latest Practicable Date”

Lhasa Jinding Xingneng Investment Centre (LLP)* (¥ &
SRR E O A RAY)), in which our Group had a
9.09% interest as of the Latest Practicable Date (based on
actual contribution made). Please also refer to the section

headed “Connected Transactions —  Continuing
Connected Transactions — Exempt Continuing
Connected Transactions — Counter-guarantee Provided

by Sichuan Jinding” for details

Sichuan Jinxinghe Investment Co., Ltd.* (V9 1] 4 BN 4%
EAH R/ F]), a limited liability company established in
the PRC on April 23, 2013 and an Independent Third
Party

BOCOM International Securities Limited, First Capital
Securities Limited, Haitong International Securities
Company Limited, CCB International Capital Limited,
ABCI Capital Limited and Guotai Junan Securities (Hong
Kong) Limited, being the joint bookrunners of the Global
Offering

BOCOM International Securities Limited, First Capital
Securities Limited, Haitong International Securities
Company Limited, CCB International Capital Limited,
ABCI Securities Company Limited, Guotai Junan
Securities (Hong Kong) Limited, Sinomax Securities
Limited, Livermore Holdings Limited and Kaiser
Securities Limited, being the joint lead managers of the
Global Offering

Junlian County State-owned Assets Operation Co., Ltd.*
(R A G E S AR AT]), a wholly State-owned
enterprise with limited liability established under the
laws of the PRC on July 8, 2003. As of the Latest
Practicable Date, Junlian County State-owned Assets Co.
held 0.89% of the total Shares of our Company

Sichuan Energy Investment Junlian Electricity Co., Ltd.*
(DU REf 4R I AR D), a  limited  liability
company established in the PRC on May 21, 2012 and a
wholly-owned subsidiary of our Company

December 3, 2018, being the Latest Practicable Date for

the purpose of ascertaining certain information contained
in this prospectus prior to its publication
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“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Mandatory Provisions”

“Ministry of Finance” or “MOF”

“NDRC”

“NEA”

“Non-competition Agreement”

listing of the H Shares on the Main Board of the Stock
Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about Friday, December 28,
2018, on which our H Shares are listed and from which
dealings therein are permitted to take place on the Stock
Exchange

the Rules Governing the Listing of Securities on the
Stock Exchange (as amended from time to time)

the Macau Special Administrative Region of the People’s
Republic of China

the “Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas” (25540 LTI/ Al &FE
WiEK), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles of
association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of the
State Council (B%Pi#% 7% &) and the former State
Commission for Restructuring the Economic Systems ([

FECTERE T CEZE B €) on August 27, 1994

the Ministry of Finance of the PRC (H73 A [ LA 5] B L
i)

the National Development and Reform Commission of

the PRC (*h3E N R4 A & B &)

the National Energy Administration of the PRC (IH%fi
)

a non-competition agreement dated December 7, 2017
entered into by our Controlling Shareholders in favour of
our Company (for ourselves and as trustee for each of our
subsidiaries from time to time), details of which are
disclosed in the subsection headed “Relationship with
Our Controlling Shareholders — The Non-Competition
Agreement” in this prospectus
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“NPC”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“PBOC”

“Pingshan Electricity”

“Power Grid Consultant”

“Power Grid Report”

the National People’s Congress of the PRC (13 A 1t
A A N R AR

the final offer price per H Share (exclusive of brokerage
fee of 1.0%, SFC transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005%) at which the Offer
Shares are to be subscribed for and issued, or purchased
and sold, pursuant to the Global Offering, as described in
“Structure of the Global Offering — Pricing and
Allocation” of this prospectus

the Hong Kong Offer Shares and the International Offer
Shares

the option to be granted by our Company to the
International Underwriters, exercisable by the Sole
Global Coordinator (on behalf of the International
Underwriters) pursuant to the International Underwriting
Agreement, pursuant to which our Company may be
required to allot up to an aggregate of 40,320,000
additional H Shares, representing 15% of the Offer
Shares initially available under the Global Offering, at
the Offer Price to cover over-allocations in the
International Offering, if any, further details of which are
described in the section headed “Structure of the Global
Offering” in this prospectus

the People’s Bank of China (7] AR4#R1T), the central
bank of the PRC

Sichuan Energy Power Investment Pingshan Electricity
Co., Ltd.* (WEEEFFILENARAF), a limited
liability company established in the PRC on July 30,
2008 and a wholly-owned subsidiary of our Company

Sichuan Electric Power Design & Consulting Co., Ltd.*
(P9 7y st ah @A IR B AT A Fl), a subsidiary of Power
Construction Corporation of China (4[5 & /] & & 4E E A
FR/Zy#]), an Independent Third Party, and a power grid
expert which prepared the Power Grid Report

the report prepared by the Power Grid Consultant as

commissioned by our Company detailing the information
of the Excluded Rural Power Grid Projects
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“Power Tariff Reform Plan”

“PRC GAAP”

“PRC Legal Advisors”

“PRC Renewable Energy Law”

“Price Determination Date”

“prospectus”

“Province”

“Regulation S”
“RMB” or “Renminbi”
“Rural Power Grid Construction

Projects Phase I”

“Rural Power Grid Construction
Projects Phase I1”

“Rural Power Grid Construction
Projects Phase I11”

The Power Tariff Reform Plan (/& /%), issued on
July 9, 2003 by the PRC Government to establish a
standardized and transparent tariff-setting mechanism

generally accepted accounting principles of PRC

Jingtian & Gongcheng, the PRC legal advisors of our
Company as to PRC laws

The Renewable Energy Law of the PRC (H3E A [ LA
Al FFAEETEIE), as amended and adopted by the Standing

Committee of National People’s Congress on December
26, 2009, and became effective as of April 1, 2010

the date, expected to be on or around Tuesday, December
18, 2018 (Hong Kong time), on which the Offer Price is
determined, or such later time as our Company and the
Sole Global Coordinator (on behalf of the Underwriters)
may agree, but in any event not later than Thursday,
December 20, 2018 (Hong Kong time)

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

a province or, where the context requires, a provincial
level autonomous region or municipality, under the direct
supervision of the central government of the PRC

Regulation S under the U.S. Securities Act

Renminbi, the lawful currency of the PRC

the rural power grid construction projects conducted
since 1998, which had been completed as of the Latest
Practicable Date

the rural power grid construction projects conducted
since 2004, which had been completed as of the Latest
Practicable Date

the rural power grid construction projects conducted

since 2011, which had not yet been completed as of the
Latest Practicable Date

~29 _



DEFINITIONS

“SAFE”

“SASAC”

“SAT”

“Securities and Futures
Ordinance” or “SFO”

“SERC”

“Seven Counties and Districts”

“SFC”

“Share(s)”

“Shareholders(s)”

“Sichuan Construction
Engineering”

the State Administration of Foreign Exchange of the PRC
(HP R R A R B ) )

the State-owned Assets Supervision and Administration
Commission of the State Council (BI%F¢EA &R %
EHZEE)

the State Administration of Taxation of the PRC (|% ZFi
¥y m))

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

the State Electricity Regulatory Commission of the PRC
(HMEEHEEZR®)

Xingwen County (B3C#%), Pingshan County (FfIL%%),
Gong County (Bt#%), Gao County (#i%%) and Junlian
County (% #5%), as well as Xuzhou District (FUHN i) in
Yibin City, Sichuan Province, and certain parts of
Cuiping District (32 i [#%) in Yibin City, which comprised
what was formerly known as Yibin County until July 23,
2018 when the State Council approved an administrative
division adjustment plan by Yibin City to abolish Yibin
County, and designated certain areas of such county to
Xuzhou District and the remaining areas of such county
to Cuiping District

the Securities and Futures Commission of Hong Kong

ordinary shares in the capital of our Company with a
nominal value of RMB1.00 each

holder(s) of the Share(s)

Sichuan Energy Construction Engineering Group Co.
Led.* (PU)IREHRE TEEARA ), a limited liability
company established in the PRC on March 3, 2006 and a
connected person of our Company by virtue of its 11.39%
equity interest being held by Hydropower Group
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“Sichuan Development Co.”

“Sichuan Fund”

“Sichuan Jinding”

“Sichuan Jinding Fund
Management”

“Sole Global Coordinator”

“Sole Sponsor”

“Southern Grid Company”

Sichuan Development (Holding) Co., Ltd.* (V4JI|%JE
(FER A R EAL /A7), a wholly State-owned enterprise
with limited liability established under the laws of the
PRC on December 24, 2008 and one of our Controlling
Shareholders upon the Listing

Sichuan  Industry Promotion and Development
Investment Fund Co., Ltd.* (PU)I| 7z EHR L8 R i 3 4
A FR7ZF]), a limited liability company established in the
PRC on June 24, 2011 and one of our Founders. Sichuan
Fund did not hold any Shares of our Company as at the
Latest Practicable Date

Sichuan Jinding Industrial & Financial Holding Co.,
Led.* (VU450 A M IR A BRAF]), a limited liability
company established in the PRC on March 1, 2013 and a
connected person of our Company by virtue of its 35.39%
equity interest being held by Hydropower Group

Sichuan Jinding Industrial & Financial Equity Investment
Fund Management Co., Ltd. (P91 4 54 7 Rl B b 4% 3 4
EIA PR A, a limited liability company established in
the PRC on November 20, 2013 and a wholly-owned
subsidiary of Sichuan Jinding

BOCOM International Securities Limited, a licensed
corporation under the SFO permitted to carry on Type 1
(dealing in securities), Type 2 (dealing in futures
contracts), Type 4 (advising on securities) and Type 5
(advising on futures contracts) regulated activities

BOCOM International (Asia) Limited, a licensed
corporation under the SFO permitted to carry on Type 1
(dealing in securities) and Type 6 (advising on corporate
finance) regulated activities

Yunnan Power Grid Co., Ltd.* (E® B#HAG R ELAA),
a wholly-owned subsidiary of China Southern Power
Grid Co., Ltd* (TER I EHAMRIIEAF), and its
subsidiaries, namely Weixin Electricity Supply Limited*
(BAEHEEABAF) and Yanjin  Electricity Supply
Limited* (#EHEEAPRAF). Southern Grid Company
is one of our principal suppliers of electricity
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“Special Regulations”

113 ’

sq.m.

“Stabilizing Manager”

“State Council”

“State Grid Company”

“Stock Exchange”

“subsidiary(ies)”

“Supervisor(s)”

“Supervisory Committee”

“Thirteenth Five Year Plan”

“Three Gorges Capital”

“Track Record Period”

“Trademark Licensing
Agreement”

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies (BB B A BR A Rl A5 4E
&ty e BT RIREE), promulgated by the State
Council on August 4, 1994

square meters
BOCOM International Securities Limited

State Council of the PRC (FF3E A F& A B B %5 i)

State Grid Sichuan Electric Power Company Yibin Power
Supply Company* (B4 H)I|E &1/~ FIHEMENA),
one of our principal suppliers of electricity

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 15 of the
Companies Ordinance

member(s) of our Supervisory Committee
the supervisory committee of our Company

Thirteenth Five Year Plan for National Economic and
Social Development of the PRC (T =HFH#D), a new
economic, social and environmental blueprint for the
country’s development through 2020 promulgated in
March 2016

Three Gorges Capital Holdings Company Limited* (=8
EARVERABRAF), a limited liability company
established in the PRC on March 20, 2015. As of the
Latest Practicable Date, Three Gorges Capital held
12.17% of the total Shares of our Company

the three years ended December 31, 2015, 2016 and 2017
and the six months ended June 30, 2018

the trademark licensing agreement dated September 6,
2017 entered into between our Company and Energy
Investment Group, pursuant to which Energy Investment
Group agreed to license certain trademarks to us at nil
consideration
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“Underwriters”

“Underwriting Agreements”

“Unlisted Foreign Shares”

“U.S.” or “United States”

“U.S. Securities Act”

“US$” or “U.S. dollars”

“Xingwen County Development
Investment”

“Xingwen County Urban
Construction Co.”

“Xingwen Electricity”

“Yangliutan Power Generation”

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

ordinary shares issued by our Company that are not listed
on any stock exchange, with a nominal value of RMB1.00
each, which are held by China Power, being a limited
liability company incorporated in Hong Kong

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

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

United States dollars, the lawful currency of the United
States

Xingwen County Development Investment Group Co.,
Led.*  (BOCRBERECELMARIFIEAT), a wholly
State-owned enterprise with limited liability established
under the laws of the PRC on December 19, 2012. As of
the Latest Practicable Date, Xingwen County
Development Investment held 3.13% of the total Shares
in our Company

Xingwen County Urban Construction Investment Co.,
Led.*  (BOSCRR T s B E A REAEAT]), a  limited
liability company established in the PRC on May 9, 2005
and one of our Founders. Xingwen County Urban
Construction Co. did not hold any Shares in our Company
as at the Latest Practicable Date

Sichuan Energy Investment Xingwen Electricity Co.,
Ltd.* (PU)IREFRBLCE S A BR/AH]), a limited liability
company established in the PRC on April 3, 1998 and a
wholly-owned subsidiary of our Company

Shuifu Yangliutan Power Generation Co., Ltd.* (7J<§§4%
Wl E AR /AF]), a limited liability company
established in the PRC on July 6, 2004 and a wholly-
owned subsidiary of our Company
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“Yibin Changyuan” Sichuan Province Yibin County Changyuan Infrastructure
Co., Ltd.* (MW EHERRIFREEARAF), a limited
liability company established in the PRC on November
23, 1998 and a wholly-owned subsidiary of our Company

“Yibin City Electricity Sales” Sichuan Energy Investment Yibin City Electricity Sales
Co., Ltd.* (WIREREHEMEEAMRAF), a limited
liability company established in the PRC on September
28, 2016 and a non-wholly owned subsidiary of our
Company as to 74%

“Yibin Electricity” Sichuan Energy Investment Yibin Electricity Co., Ltd.*
() Ref T H BN ABRAFR), a  limited  liability
company established in the PRC on June 18, 2012 and a
wholly-owned subsidiary of our Company

“Yibin State-owned Assets Co.” Yibin City State-owned Assets Operation Co., Ltd.* (E
HEAEELEARATR), a wholly State-owned
enterprise with limited liability established under the
laws of the PRC on August 4, 1999. As of the Latest
Practicable Date, Yibin State-owned Assets Co. held
8.11% of the total Shares in our Company

“Yuejiang Power Generation” Sichuan Energy Investment Gao County Yuejiang Power
Generation Co., Ltd.* (P41 BE =5% A VLA FEA BRA 7)),
a limited liability company established in the PRC on
April 26, 2017 and a wholly-owned subsidiary of our
Company

“%” per cent.

G FERNNTS

In this prospectus, the terms “associate, connected person, connected transaction”
and “controlling shareholder” shall have the meanings given to such terms in the Listing

Rules, unless the context otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the

total shown and the sum of the amounts listed are due to rounding.

If there is any inconsistency between the Chinese names of entities or enterprises
established in China and their English translations, the Chinese names shall prevail. The
English translation of company names in Chinese or another language which are marked with
“*” and the Chinese translation of company names in English which are marked with “*” is

for identification purpose only.
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GLOSSARY OF TECHNICAL TERMS

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

“average utilization hours” the gross generation in a specified period divided by the
weighted average installed capacity in such period

“cascade hydropower plants” a series of ladder-like hydroelectric power stations that
are constructed along the upper, middle and lower stream
of a river

“EECS business” electrical engineering construction service and related

business, which includes the construction, installation,
testing and maintenance of power facilities and related
sales of electric equipment and materials

“electricity sales” for a specific period, the amount of electricity sold to
customers
“gross generation” for a specified period, the total amount of electricity

produced by a power plant in that period

“GW” gigawatt, a unit power. 1 GW=1,000 MW (also see
“MW??)

“installed capacity” the rated output capacity of a power generation
equipment

“km” kilometer, a unit of length. 1 km = 1,000 m

“kVv” kilovolt, a unit of voltage. 1 kV = 1,000 V (also see “V”)

“kVA” kilo-volt-ampere, a unit of apparent power for

transformer capacity. 1 kVA = 1,000 VA
“kW” kilowatt, a unit of power. 1 kW = 1,000 W (also see “W”)

“kWh” kilowatt-hour, a unit of energy. One kilowatt-hour is the
amount of electric energy consumed by an electrical
appliance with power of one kilowatt after usage for one
hour or the amount of electric energy generated by a
power generator with power of one kilowatt within one
hour
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GLOSSARY OF TECHNICAL TERMS

“line loss rate”

“MW”

“MWh”

“net generation”

“on-grid tariff”

“power purchase and sales

agreement”

“power supply” or

“power supply business”

“reservoir”

“transformer substation(s)”

“V”

“voltage”

“W”

the percentage of electricity loss (load capacity) during
the transmission and distribution of electricity within the
power supply system (including, among others, line loss
and equipment loss) in the electricity supplied (load
capacity)

cubic meter(s), a unit of volume, which equals the
volume of a cube having edges where each edge is one
metre in length

megawatt, a unit of power. 1 MW = 1,000 kW (also see
“W’?)

megawatt-hour, a unit of energy. 1| MWh = 1,000 kWh
(also see “kWh™)

gross power generation less electricity consumed by a
power generating plant in the course of electricity
generation and distribution

the selling price of electricity for which a power
generating plant could sell the electricity it generates to
the power grid companies, usually denominated in RMB
per kWh

a power purchase and sales agreement entered into
between a power producer/supplier and a power grid

company

consists of the business of electricity distribution and
sales

an artificial lake formed by dams constructed at the gorge
of ravines or rivers

the facility(ies) that transform voltage and distribute
power

a basic unit of voltage in the international system of units

also known as electric potential difference, a basic term
describing electricity

watt, a national unit of power, which represents the rate

of power transformed, used or consumed per second
(as measured by joule)
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. All statements other than
statements of historical facts contained in this prospectus, including, without limitation, those
regarding our future financial position, our strategy, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any

EEINT3 ERINT3

statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”

LR

“predict,” “aim,” “intend,” “will,” “may,

ERINT3 LR I3 2

plan,” “consider,” “anticipate,” “seek,” “should,”

’

“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ

materially from those in the forward-looking statements include, among others, the following:
. our ability to successfully implement our business plans and strategies;

. future developments, trends and conditions in the industry and markets in which we
operate or into which we intend to expand;

. our operations and business prospects;

o our financial condition and performance;

. our capital expenditure plans;

. the actions and developments of our competitors;

. capital market developments;

. our dividend policy;

. any changes in the laws, rules and regulations of the central and local governments
in the PRC and other relevant jurisdictions and the rules, regulations and policies of
the relevant governmental authorities relating to all aspects of our business and our
business plans;

. changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices, including those pertaining to the PRC and the industry and markets

in which we operate;

. general political and economic conditions, including those related to the PRC and
other relevant jurisdictions in which we have or intend to have business operations;

. various business opportunities that we may pursue;
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FORWARD-LOOKING STATEMENTS

. macro-economic measures adopted by the PRC government to manage economic

growth; and

. changes in the global economic conditions and material volatility in the global

financial markets.

Additional factors that could cause actual performance or achievements to differ
materially include, but are not limited to, those discussed under the section headed “Risk
Factors” and elsewhere in this prospectus. We caution you not to place undue reliance on these
forward-looking statements, which reflect our management’s view only as of the date of this
prospectus. We undertake no obligation to update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise. In light of these risks,
uncertainties and assumptions, the forward-looking events discussed in this prospectus might
not occur. All forward-looking statements contained in this prospectus are qualified by

reference to the cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including
the risks and uncertainties described below, before making an investment in our
Company. These risks could materially and adversely affect our business, financial
condition and results of operations. The trading price of our H Shares could
significantly decrease due to any of these risks, and you may lose all or part of your
investment. You should pay particular attention to the fact that we are a company
incorporated in the PRC and most of our operations are conducted in the PRC which
is governed by a legal and regulatory environment that may differ significantly from
that of other countries. For more information concerning the PRC and certain related
matters discussed below, please see “Regulatory Environment,” and “Appendix 1V —
Summary of Principal Legal and Regulatory Provisions”

RISKS RELATING TO OUR BUSINESS

Our business growth depends greatly on the continuous economic growth of Yibin City. If
the economic growth of Yibin City is below expectation or there is any material adverse
change in the economic or social conditions, our business, results of operations and
financial conditions may be materially and adversely affected.

We derive a substantial portion of our revenue during the Track Record Period from the
sales of electricity to customers located in our power supply service area in Yibin City, Sichuan
Province. For the years ended December 31, 2015, 2016 and 2017 and the six months ended
June 30, 2017, 2018, our revenue from power business accounted for approximately 89.2%,
86.1%, 83.2%, 87.2% and 87.3% of our total revenue, respectively. In addition, according to
the Euromonitor Report, as of December 31, 2017, our service covered approximately 68.6%
of the geographic area of Yibin City and approximately 57.3% of its entire population. If we
experience a significant decrease in the demand of electricity from our customers in Yibin City
due to deteriorating economic conditions, changes in technology or other factors beyond our
control, such as the changes in regulatory requirements, we may face operational and financial
risks. Our exposure to these operational and financial risks, if not properly managed and
mitigated, may result in material and adverse effect on our business, results of operations and
financial condition. In addition, according to the Thirteenth Five Year Plan, Yibin City is
expected to become a major advanced manufacturing base in the upper Yangtze River Region.
The government of Yibin City has planned to fully utilize the abundant local resources,
including electricity. As such, the development of manufacturing industry is expected to
increase the electricity demand and consumption in Sichuan Province and Yibin City. However,
we cannot assure you that the economic development in Yibin City will continue to meet the
expectation or there will not be any adverse changes in the local economy. If there is any
material adverse change in the economic or social conditions of Yibin City as a result of the
circumstances beyond our control, our business, results of operations and financial conditions

may be materially and adversely affected.
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We source electricity from external parties and we rely on a limited number of suppliers.

For the years ended December 31, 2015, 2016 and 2017 and the six months ended June
30, 2018, approximately 77.3%, 76.4%, 80.0% and 86.4%, respectively, of the amount of our
electricity supply was sourced from third-party suppliers. For the years ended December 31,
2015, 2016 and 2017 and the six months ended June 30, 2018, the purchases from our five
largest suppliers in the aggregate accounted for approximately 67.5%, 59.0%, 65.0% and
80.9%, respectively, of our total cost of purchase of electricity, and the purchases from our
largest supplier accounted for approximately 43.6%, 32.5%, 33.7% and 41.5%, respectively, of
our total cost of purchase of electricity. We typically enter into supply agreements with our
suppliers, who, in general, do not set out any minimum commitment amount payable by us, and
the price of electricity sold by our suppliers was relatively fixed and determined by the relevant
PRC pricing authorities. In addition, in certain cases when there is a shortage of electricity in
the areas where we operate our power business and when our largest electricity third-party
supplier, State Grid Company, encounters difficulties in supplying electricity to us, State Grid
Company may limit its electricity supply to us. If any of our major suppliers fail to comply with
the relevant PRC regulations on pricing, or encounter any difficulties in supplying electricity
to us, including, but not limited to, disruptions caused by natural disasters, or otherwise fail to
supply electricity according to our requirements, it will be difficult for us to find alternative
providers on a timely basis and on commercially reasonable terms. As a result, our daily
operations and the implementation of our business plan could be interrupted and our business,
results of operations and financial condition may be adversely impacted.

Reductions in the sales price of electricity may adversely affect our business, financial
position or result of operations.

In general, the sales price of our electricity is approved or fixed by the relevant pricing
authorities in China. On March 28, 2005, the NDRC issued the Notice on Publication of the
Implementation of Reform of Power Tariff ( B ENEETEAE R EREHHLEAEED) ) to
provide guidance for the reform of tariff-setting mechanism. Under this notice, the tariff is
classified into (a) on-grid tariff, (b) transmission and distribution tariff and (c) end-user tariff,
among which, only end-user tariffs and on-grid tariffs are applicable to us. The PRC
government is responsible for regulating and supervising power tariffs based on costs,
investments and affordability of the local customers. On July 13, 2017, the NDRC has
promulgated the NDRC No. 5 Announcement of 2017 ( B Z & Bk § 22 B & /A H201 745
5%%) ) to abolish the aforementioned notice. In April and May 2018, the Sichuan Development
and Reform Commission issued the Notice on Publication of the Pricing Catalogue of Sichuan
Province ( {BARENEE<VU)IE E(EH B>MI4HA1) ) and the Notice of Adjustment of the
Provincial Power Grid Management Jurisdiction and Related Issues ( <B4 B EH EE
EHMER A B S I EN) ) to regulate that the transmission and distribution price, power
selling price of provincial power grid enterprises and the grid power price of such power
generation entities dispatched by provincial power grid enterprises. Our subsidiaries, including
Yibin Electricity, Xingwen Electricity, Pingshan Electricity, Gong County Electricity, Gao
County Electricity and Junlian Electricity, are included in the catalogue of the provincial power
grid enterprises, which currently comply with the power tariff policies instituted by the
Sichuan Development and Reform Commission.

We cannot assure you the sales price of electricity will not decline in the future. If there
is any further significant reduction in our electricity sales price, it could have a material
adverse effect on our business, financial position or result of operations.
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We may be required by the government to suspend other hydropower plants in the future,
which would materially and adversely affect our business, financial condition and results
of operations.

As of June 30, 2018, Yibin Electricity had 10 hydropower plants with an installed
capacity of 4,375 kW. However, according to the notices issued by the relevant PRC
government authorities to promote the activities of the nature reserve development and
construction, we are obligated to completely dismantle the power generation facilities and
equipment of two of our hydropower plants located in the designated nature reserves as
stipulated in the relevant notices, which were owned and operated by Yibin Electricity, by
September 30, 2018. These two hydropower plants consisted of a total of five power generating
units with an aggregate installed capacity of 2,300 kW. Accordingly, we have suspended the
operations of these hydropower plants as of July 30, 2017. We subsequently conducted assets
appraisal relating to such hydropower plants, which was completed in December 2017. On
September 26, 2018, our Board passed a resolution to authorize Yibin Electricity to negotiate
with the local government of Yibin City regarding compensation for the dismantling of such
hydropower plants and proceed to dismantle such hydropower plants in accordance with the
requirements of the local government.

For the year ended December 31, 2015, 2016 and 2017 and the six months ended June 30,
2018, the gross profit generated by these two hydropower plants were RMB1.6 million,
RMBI1.6 million, RMB0.5 million and nil, respectively. On September 27, 2018, Yibin
Electricity entered into separate compensation agreements with the local government in Yibin
County, pursuant to which, we are entitled to a compensation amount of RMB10.3 million and
RMB2.6 million for each hydropower plant to be demolished, respectively, which will be paid
by the government of Yibin County to Yibin Electricity after the dismantling of the relevant
assets. However, we cannot guarantee that the government will not require us to suspend
operations and/or dismantle any of our remaining hydropower plants in the future. While the
government has agreed to provide compensation for the suspension and dismantling of the two
hydropower plants in Yibin County, there is no assurance that any future compensation will be
sufficient to cover the cost of dismantling and future revenue to be generated by our other
hydropower plants. In case we are required by the government to suspend any of our other
hydropower plants in the future, our business, financial condition and results of operations
could be materially and adversely affected.

Our power generation is dependent on hydrological conditions and we may face risks of
business seasonality.

Our power business partly depends on our self-generated electricity. For the years ended
December 31, 2015, 2016 and 2017 and the six months ended June 30, 2018, approximately
22.7%, 23.6%, 20.0% and 13.6%, respectively, of the amount of electricity supplied by us was
generated from our hydropower plants, whose performance is dependent upon hydrological
conditions prevailing from time to time in the regions where our hydropower plants are located.
We cannot assure you that water flow at our plant sites will be consistent with our expectations,
or that the climatic and environmental conditions will not change significantly from the
prevailing conditions at the time our projections were made. Water flow varies each year or
season and depends primarily on the levels of precipitation and seasonal changes.
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Most of our hydropower plants in operation are located in Sichuan Province. Our
hydropower generation normally peaks from June to October of each year when the levels of
precipitation in Sichuan Province increase and the hydrological conditions prevailing at our
plant sites become more favorable. Our existing and future hydropower plants may be subject
to substantial variations in climatic and hydrological conditions, which may reduce water flow
and thus, negatively affect our ability to generate electricity.

While we have selected and will continue to select our hydropower plant sites primarily
based on their projected outputs, the actual water flow required to produce those outputs may
not be sustained. If hydrological conditions at those plant sites result in prolonged droughts or
other conditions that negatively impact our hydropower generation, or that if we are unable to
counterbalance any decrease in the supply of electricity by third-party suppliers, our business,
financial condition and results of operations could be materially and adversely affected.

During the Track Record Period, the average cost of our self-generated power was
approximately RMBO0.1391 per kWh while the average price of electricity purchased from
third-party suppliers (excluding VAT) was approximately RMB0.3223 per kWh. If the amount
of our self-generated power decreases due to less favorable hydrological conditions, we will be
required to purchase additional electricity from third-party suppliers at a relatively higher price
to satisfy customer demand. As a result, our total cost of sales could increase substantially,
which could adversely affect our business, results of operations and financial condition.

We may not be able to recover our deferred tax assets.

As of December 31, 2015, 2016 and 2017 and June 30, 2018, our deferred tax assets
amounted to RMB27.3 million, RMB28.9 million, RMB30.4 million, and RMB?31.0 million,
respectively. During the Track Record Period, our deferred tax assets were comprised of
impairment provisions, depreciation allowances in excess of the related depreciation,
government grants and others. For details of the movements of our deferred tax assets during
the Track Record Period, please see note 26 in the Accountants’ Report set out in Appendix I
to this prospectus. Deferred tax assets are recognized for temporary deductible differences to
the extent that it is probable that future taxable profits will be available against which the
unused tax credits can be utilized. Additional deferred tax assets may be recognized if it
becomes probable, in our view, that future taxable profits will allow the deferred tax asset to
be recovered. However, we cannot guarantee that we will be able to recover our deferred tax
assets. In the event we are unable to recover these deferred tax assets due to a lack of taxable
profits in the future or any other reason, our financial position could be materially and
adversely affected.
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Our borrowing levels, interest payment obligations and net current liabilities could limit
the funds available to us for business purposes.

During the Track Record Period, we have relied on bank borrowings and corporate bonds
and other borrowings to fund a substantial portion of our capital requirements, and we expect
to continue to do so in the foreseeable future. Our total loans and borrowings amounted to
RMB1,519.5 million, RMB1,190.8 million, RMB893.2 million and RMB925.1 million, as of
December 31, 2015, 2016 and 2017 and June 30, 2018, respectively. As a result, our gearing
ratio, which equals to interest-bearing liabilities as of a date divided by total equity as of the
end of the year, was 68.3%, 57.2%, 41.4% and 42.4% as of December 31, 2015, 2016 and 2017
and June 30, 2018, respectively. In addition, as of December 31, 2015, 2016 and 2017 and June
30, 2018, our net current liabilities amounted to approximately RMB678.0 million, RMB553.9
million, RMB738.3 million and RMB543.9 million, respectively. Our high level of
indebtedness and net current liabilities could materially and adversely affect our liquidity. For
instance, it could:

. require us to allocate a higher portion of our cash flow from operations to fund
repayments of principal and interest on our borrowings and thus, reducing the
availability of our cash flow from operations to fund working capital, capital
expenditures and other general corporate purposes;

. increase our vulnerability to adverse economic or industry conditions;

. limit our flexibility in planning for, or reacting to, changes in our business or in the
industry in which we operate;

. reduce our ability to obtaining financing in the future; and
. increase our exposure to interest rate fluctuations.

Our net current liabilities position exposes us to liquidity risks. Our future liquidity, the
payment of trade and other payables and the repayment of our outstanding debt obligations as
and when they become due will mainly depend on our ability to maintain adequate cash
generated from operating activities and sufficient external financing.

We cannot assure you that we will always be able to raise necessary funding to finance
our current liabilities and other debt obligations and we may continue to have net current
liabilities in the future. Our ability to arrange financing and the cost of such financing are
dependent on the global and the PRC economic conditions, capital and debt market conditions,
lending policies of the PRC government and banks, and other factors. In the event we are
unable to obtain adequate financing to meet our working capital requirements, we may be
forced to delay, adjust, reduce or abandon our planned strategies. Our business, prospects and
financial condition may be materially and adversely affected if our cash flow and capital
resources are insufficient to finance our debt obligations.

Our difference top-up undertaking in favor of Bohai International Trust Co., Ltd. may
expose us to risks and liabilities.

On January 17, 2017, we entered into a fund establishment agreement with Bohai Trust,
an Independent Third Party, among others, to establish Jinding Fund. We agreed to provide a
difference top-up undertaking relating to the principal contributed by Bohai Trust and its
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investment returns in Jinding Fund. According to the undertaking, we agreed to indemnify
Bohai Trust for its principal and expected investment returns in Jinding Fund in the event of
a loss or a failure to obtain expected investment returns. On the same date, Sichuan Jinding,
a connected person of our Company, issued a counter-guarantee undertaking in favor of us,
pursuant to which Sichuan Jinding agreed to irrevocably provide counter-guarantee to our
difference top-up undertaking of indemnity for Bohai Trust’s principal and entitled investment
returns. For further details of the difference top-up undertaking and the counter-guarantee
undertaking, please see “Continuing Connected Transactions — Exempt Continuing Connected
Transactions — Counter-guarantee provided by Sichuan Jinding” under the section headed
“Connected Transactions.”

Although Sichuan Jinding is an associate of Hydropower Group, one of our Controlling
Shareholders, and thus, a connected person of our Company, we cannot assure you that Sichuan
Jinding will honor its counter-guarantee undertaking in favor of us. In the event that Sichuan
Jinding fails to honor the counter-guarantee undertaking in favor of us and is unable to
continue to provide such counter-guarantee to us, we may have to pay up the full amount in
case Bohai Trust defaults. The maximum liability which may arise from our difference top-up
undertaking in favor of Bohai Trust is RMB240.2 million. If we are unable to honor the
difference top-up undertaking in favor of Bohai Trust relating to its principal and investment
returns, our reputation, business, results of operations and financial condition would be
materially and adversely affected.

We are subject to risks associated with undertaking provided by Hydropower Group.

As part of the policy-directed projects for the benefits of the people (R T1%),
Hydropower Group participated in the rural power grid construction projects in our designated
power supply area, including parts of the Seven Counties and Districts, which were
implemented by and under the guidance of the PRC government. Hydropower Group shall, on
behalf of the People’s Government of Sichuan Province, invest in, operate and manage such
assets with fiscal appropriation and unified loan funds. Hydropower transferred the
construction fund relating to rural power grid projects amounting to approximately RMB878.0
million to us. The legal title to the construction funds or the rural power grid projects/assets
constructed by using such construction funds have been transferred to us while such rural
power grid construction funds have been recognized as State capital reserves benefits (1% %
EEARNFE) solely enjoyed by Hydropower Group and such designation will remain
unchanged after the Listing. Hydropower Group does not and will not enjoy any additional
shareholder rights by reason of the rural power grid construction funds being categorized as
State capital reserves benefits, in particular, it does not enjoy any special voting rights or
privileges, which are generally not available to our other Shareholders. The State capital
reserves benefits may be converted into the Shares of our Company, with the approval of
two-thirds or more affirmative votes at a general meeting of our Shareholders. Hydropower
Group has provided an undertaking to us in writing on September 26, 2017, pursuant to which
it has irrevocably and unconditionally undertaken, among others, not to (i) withdraw the State
capital reserves benefits from our Company in any way or request our Company to pay back
the State capital reserves benefits; or (ii) transfer the State capital reserves benefits or request
to convert the State capital reserves benefits into equity interests of our Company or any other
companies within our Group. If Hydropower Group does not honor such undertaking, our
business and results of financial condition would be materially and adversely affected.
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We, Hydropower Group and one of our subsidiaries are currently subject to an
infringement lawsuit pursuant to which we could be held jointly liable for a large amount
of damages.

On January 11, 2018, Qinglin Mining filed a lawsuit with Yibin Intermediate Court
against Hydropower Group, us and one of our subsidiaries, Gong County Electricity,
(collectively, the “Co-defendants”), claiming that in the course of carrying out the rural power
grid construction projects in the Construction Areas in 2015, the Co-defendants had infringed
the mining rights of Qinglin Mining for certain minerals in the Construction Areas and
consequently, Qinglin Mining sought to obtain aggregate damages in the amount of
approximately RMB39.6 million from the Co-defendants. Please see the section headed
“Business — Legal and Regulatory Compliance — Legal Proceedings” in this prospectus for
more details. While we and Gong County Electricity as well as Hydropower Group separately
submitted applications for objection to jurisdiction, Yibin Intermediate Court ruled against our
and Hydropower Group’s objection to jurisdiction in January 2018. In February 2018, we and
Gong County Electricity as well as Hydropower Group separately appealed such decision to
Sichuan Higher People’s Court. On June 12, 2018, the Sichuan Higher People’s Court made a
ruling and upheld the original ruling by Yibin Intermediate Court. However, on August 8, 2018,
Yibin Intermediate Court ruled that the trial of the case shall be suspended pending the final
decision by the Gong County Land and Resources Bureau in connection with the proposed
revocation of the mining licenses held by Qinglin Mining due to its failure to make the
requisite payments. If the PRC court ultimately adjudicates against us or our subsidiary in the
future, we could ultimately be held liable, which could materially and adversely affect our
business, results of operations and financial condition.

Share of results of our associates may affect our Group’s result of operations in the future,
which may expose us to liquidity risks associated with our investments in our associates.

As of the Latest Practicable Date, our Group had certain equity interest in the following
associated companies, namely, Emeishan Jinkun Micro-credit Co., Ltd*. (WgJ5 L1 i &3 /NEE &
AR (20.0% owned by our Group), Yibin Nanxi District Jinkun Micro-credit Co., Ltd.*
CEE TR R/ NEEZER/AF]) (25.0% owned by our Group), Pingshan Jinping Real
Estate Development Co., Ltd.* (5F L1145t 5 Hiu g B 38 4 BR A ) (49.0% owned by our Group),
Xuyong County Jiangmen New District Electricity Development Co., Ltd*. (FUK&R7L M Hr &
SIS A R EAT /A F]) (49.0% owned by our Group) and Sichuan Yibin Electricity Co., Ltd.*
(WNEEENARAT]) (30.0% owned by our Group).

All of the associates are accounted for using the equity accounting method in the
consolidated financial statements of our Group. As of December 31, 2015, 2016 and 2017 and
June 30, 2018, the aggregate carrying amount of our investments in all of the associates
amounted to RMB187.1 million, RMB184.7 million, RMB216.5 million and RMB256.7
million, respectively. For the years ended December 31, 2015, 2016 and 2017 and the six
months ended June 30, 2018, we recorded share of profits of associates in an aggregate amount
of RMB13.0 million, RMB9.5 million, RMB10.7 million and RMB2.4 million, respectively.
While our investments in these associated companies generated profits during the Track Record
Period, we cannot assure you that such investments will continue to generate profits for us in

the future.
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Our recoverability of the investments in associated companies primarily depends on the
dividend distributed by these associated companies. Even if profits derived by the associated
companies are recognized in the financial statements of our Group under equity accounting
method, there will be no cash inflow to us until dividends are distributed by such associated

companies.

The businesses of certain of our associated companies are subject to extensive
governmental regulations and are susceptible to policy changes. Any failure of our
associated companies to fully and timely comply with the applicable laws and regulations
may adversely affect our ability to receive anticipated returns from our investments.

During the Track Record Period, we made investments in Emeishan Jinkun Micro-credit
Co., Ltd (20.0% owned by our Group) and Yibin Nanxi District Jinkun Micro-credit Co., Ltd.
(25.0% owned by our Group), which are micro-credit companies. As of December 31, 2015,
2016 and 2017 and June 30, 2018, the carrying amount of our investments in Emeishan Jinkun
Micro-credit Co., Ltd. and Yibin Nanxi District Jinkun Micro-credit Co., Ltd. amounted to
RMB157.8 million, RMB155.6 million, RMB157.6 million and RMBI150.8 million,
respectively.

Micro-credit industry in China is subject to extensive laws, rules, regulations, policies
and measures at the national, provincial, municipal and local levels. These laws, rules,
regulations, policies and measures are issued by different levels of government authorities,
which may require the micro-credit companies in the PRC to obtain and maintain various
licenses and approvals from time to time. In addition, since China’s micro-credit industry is an
emerging sector, the applicable laws, regulations and policies governing the industry have
evolved in recent years. We expect that there may be further changes and amendments
associated with such regulatory requirements. Any new developments in the laws, rules,
regulations, policies and measures governing the micro-credit industry, including the
developments at the national, provincial or local level, could change or replace currently
applicable laws, rules, regulations, policies and measures. If any of these associated companies
fail to obtain or maintain any of these licenses or approvals, it may be subject to fines and/or
penalties which may reduce their profitability. Even if these associated companies obtain the
requisite licenses or approvals from the competent government authorities, such licenses or
approvals may be granted on a limited basis or subject to modification of the businesses and/or
products of such associates, which could increase their operating costs and reduce their
profitability. Extensive government regulations and the possible delays in seeking the
appropriate licenses or approvals can also significantly delay the implementation of their
business expansion plans or introduction of new loans and loan-related products, which could
materially adversely affect our associated companies’ market competitiveness, profitability and
prospects, and in turn, adversely affect our ability to receive anticipated returns from our

investment into these associated companies.
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In addition, during the Track Record Period, we made investment in Pingshan Jinping
Real Estate Development Co., Ltd. (49.0% owned by our Group), which is a real estate
company. As of December 31, 2015, 2016 and 2017 and June 30, 2018, the carrying amount
of our investments in Pingshan Jinping Real Estate Development Co., Ltd. amounted to
RMB13.7 million, RMB13.4 million, RMB13.7 million and RMB13.7 million, respectively.
PRC property developers must comply with various requirements mandated by the PRC laws
and regulations, including, but not limited to, the policies and procedures established by the
local authorities designed to implement such laws and regulations. In particular, the PRC
government exerts considerable direct and indirect influence on the development of the PRC
property sector by imposing industry policies and other economic measures, such as the control
over the supply of land for property development, the control of foreign exchange, available
financing to property developers and purchasers, taxation and foreign investment. Through
these policies and measures, the PRC government may restrict or reduce land available for
property development, raise benchmark interest rates of commercial banks, place additional
limitations on the ability of commercial banks to make loans to property developers and
purchasers, impose additional taxes and levies on property sales and restrict foreign investment
in the PRC property sector. Many of the property industry policies carried out by the PRC
government are unprecedented and are expected to be refined and improved over time. Other
political, economic and social factors may also lead to further adjustments and changes to such
policies and measures. Furthermore, the PRC government frequently adjusts fiscal and
monetary policies to prevent and curtail the overheating of the PRC and local economies, and
such economic adjustments may affect the property market in China, which could materially
adversely affect our associated company’s business, financial condition and results of
operations. If our associated companies cannot fully and timely comply with the applicable
laws and regulations or at all, our ability to receive anticipated returns from our investment into

these associated companies could be adversely affected.

Furthermore, during the Track Record Period, we also made investment in Xuyong
County Jiangmen New District Electricity Development Co., Ltd. (49.0% owned by our Group)
and Sichuan Yibin Electricity Co., Ltd. (30.0% owned by our Group), which are electricity
companies. As of December 31, 2015, 2016 and 2017 and June 30, 2018, the aggregate carrying
amount of our investments in Xuyong County Jiangmen New District Electricity Development
Co., Ltd and Sichuan Yibin Electricity Co., Ltd. amounted to RMB15.6 million, RMB15.6
million, RMB45.2 million and RMB92.2 million, respectively. You should read the various risk

113

factors under “— Risks Relating to Our Industry” and “Regulatory Environment —
Regulations on the Power Industry” in this prospectus for more risks and uncertainties relating
to the extensive PRC regulations in power industry. If our associated companies failed to
comply with the applicable laws and regulations, our ability to receive anticipated returns from

our investment into these associated companies could be adversely affected.
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We are subject to risks associated with changes in preferential tax treatment.

We are subject to various PRC taxes, including the current statutory PRC enterprise
income tax rate of 25%, as determined in accordance with the relevant PRC tax rules and
regulations. PRC tax laws and regulations provide certain preferential tax treatments applicable
to different enterprises, industries and locations. Some of our subsidiaries are currently taxed
at preferential rates of 15% due to the nature of our business activities and/or the location of
our business in Southwestern China. In addition, certain amount of our profit during the Track
Record Period was non-taxable as we made investments in qualified public infrastructure
power transmission and transformation related assets during the Track Record Period. For the
years ended December 31, 2015, 2016 and 2017 and the six months ended June 30, 2018, our
effective tax rate was 11.6%, 13.4%, 13.0% and 13.4%, respectively. These preferential tax
treatments, in aggregate, had resulted in tax savings in the amount of RMB15.0 million,
RMB18.9 million, RMB18.2 million and RMB12.7 million for the year ended December 31,
2015, 2016 and 2017 and the six months ended June 30, 2018, respectively. For details of the
financial impact of the tax effect on the preferential tax rate and the tax effect on non-taxable
profit resulting from the abovementioned preferential tax treatments during the Track Record
Period, please refer to the “Appendix I — Income Tax in the Consolidated Statements of Profit
Or Loss — Reconciliation Between Tax Expense And Accounting Profit at Applicable Tax
Rates” in this prospectus. Any change or elimination of such preferential tax treatments may
materially and adversely affect our results of operations and financial condition.

We may encounter difficulties in identifying suitable acquisition opportunities and our
estimated return on acquisitions may not be accurate or may not materialize at all.

As part of our business strategy, we intend to decrease our cost of sales and expand our
business by acquiring hydropower plants and other power companies. Our ability to implement
our acquisition strategy will depend on a number of factors, in particular, our ability to identify
suitable acquisition targets and to reach agreements with sellers for acceptable consideration
on commercially reasonable terms. As we face competition in acquiring hydropower stations
in Sichuan Province, we expect that identifying and acquiring hydropower stations with
commercially reasonable terms may become increasingly difficult in the future. If we are
unable to acquire suitable hydropower plants and power companies in Sichuan Province, our
business will continue to remain dependent upon a limited number of existing hydropower
plants, which could limit our ability to reduce our cost of sales and expand our business.

In addition, in performing the investment analysis and feasibility studies for our
acquisition targets, we consider numerous factors, such as: (i) the demand for power and the
growth potential in targeted areas; (ii) the increase in power generation capacity in targeted
areas; (iii) the average on-grid tariff and profit performance of hydropower plants of similar
types and capacity; (iv) the electricity sales price policy; and (v) the facilities and technologies
of power generation and distribution. The assumptions we use to perform our internal
investment analyses and feasibility studies may not be accurate or complete. If any one of our
observations or assumptions proves to be inaccurate, our estimated return on acquisitions may
not be precise or may not materialize at all. Any of the events mentioned above could have a
material and adverse effect on our business, financial condition, results of operations and
prospects.
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We are subject to fair value exposure of other financial assets and the related valuation
uncertainty due to the use of unobservable inputs.

For financial reporting purposes, fair value measurements are categorized into level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and

the significance of the inputs to the fair value measurement in its entirety.

During the Track Record Period, the fair value of our other financial assets were
determined using the forecast future cash flow discounted by risk-adjusted discount rate and
were categorized as level 3 of fair value measurement. When estimating fair value of our other
financial assets using the above valuation techniques, we consider unobservable inputs include,
among other things, risk-adjusted discount rate comprises of risk free rate and risk premium of
the comparable financial assets and the liquidity discount. Changes in these unobservable
inputs will affect the estimated fair value of our level 3 financial assets at the end of each of
the financial reporting year/period and therefore, these assets will face uncertainty in
accounting estimation. For the years ended December 31, 2015, 2016, 2017 and six months
ended June 30, 2018, the fair value changes of our other financial assets amounted to
approximately RMB2.3 million, RMB4.7 million, RMB19.8 million and RMBS8.8 million,
respectively.

The businesses or projects we develop or invest in the future may not be as profitable as
we expect, or at all, and may subject us to additional risks and liabilities.

The businesses that we develop or invest in may not be as profitable as we expect, or at
all. Investments that we carry out in the future may cause us to incur liabilities, or result in the
impairment of goodwill or other intangible assets or incur other related expenses. Business
expansion carried out through investments could also expose us to successor liability and
litigation resulting from the actions of the company in which we made an investment before
or after the investment. The due diligence that we conduct in connection with an investment
may not be sufficient to discover unknown liabilities or defects, and any contractual guarantees
or indemnities that we receive from the sellers of the companies we have invested in may not
be sufficient to protect us from, or compensate us for, actual liabilities or defects, and our
forecast on potential demand may not meet the actual demand at such locations. Any material
liability associated with an investment could adversely affect our reputation and reduce the
benefits of the investment. In addition, if any one of our observations or assumptions proves
to be inaccurate, our estimated return on investment may not be accurate or may not materialize
at all.
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A portion of the proceeds from the Global Offering will be utilized for the construction
of a higher voltage power supply network, the automation of our power grid and the
informatization of our operation and management, whose return of investment involves
risks and uncertainties.

We plan to strengthen our power supply network in various counties in Yibin City where
we operate by constructing higher voltage power supply network facilities. We expect to incur
capital expenditure of approximately RMB101.4 million, RMB211.3 million and RMB250.0
million in 2018, 2019 and 2020, respectively. We expect to fund such capital expenditure with
the net proceeds from the Global Offering. The success of our planned expansion and business
growth will depend on the availability of additional funding for the planned expansion and our
working capital management. If we fail to secure additional external financing to meet our
capital expenditure plans, our capital liquidity may be restrained, which may adversely affect
our financial condition and performance of operation.

Currently, our power supply network across our power supply service area is not fully
computerized. Any resulting lack of efficiency in power distribution coordination may cause
us to incur unnecessary expenditure in maintenance or additional human resources cost.
Therefore, we plan to upgrade and fully computerize our existing power grid to improve our
operating efficiency. Of our expected capital expenditure for the next several years, we expect
to incur capital expenditure of approximately RMB18.6 million, RMB&.6 million and RMB5.0
million in 2018, 2019 and 2020, respectively, to construct a new centralized power dispatch
control center. We expect to fund such capital expenditure with the net proceeds from the
Global Offering and bank borrowings.

Our facilities building plan and our system upgrading scheme may not be successfully
implemented without delay or at all. Any failure or delay in implementing any part of these
plans may result in a lack of capacity to support our growth and market expansion, which in
turn could materially and adversely affect our business, financial condition and results of
operations. In addition, our forecast of future electricity demand in regions where we operate
our business may be misguided and therefore, we may not be accurate in predicting the return
of investment of our power network construction. Our expansion is subject to unforeseeable
changes in the supply and demand and relevant government regulations in local electricity
market. Accordingly, we may not be able to derive the amount of revenue we expect from this
market expansion strategy.

We face the pressing necessity to upgrade our existing power supply network due to
increasing demand and we may not succeed in developing our business if we fail to
upgrade or procure new equipment at reasonable cost, maintain a sufficient skilled labor
force or ensure stable power supply.

We expect an increase in electricity demand in regions where we operate our business,
according to the Euromonitor Report. As the overall standard of living and income improve in
Sichuan Province, the demand of residential electricity use for household appliances, among
other things, is also expected to increase. Under such circumstance, our Group aims to upgrade
our power supply network in response to the increasing demand of power use. We primarily
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plan to construct a higher voltage power supply network in our power supply service area. We
anticipate that such power supply network upgrade will optimize the efficiency of our power
distribution and improve our power supply capacity in Yibin City. Please see the paragraph
headed “Financial Information — Capital Expenditure and Capital Commitments — Capital
Expenditure” in this prospectus for our expected capital expenditures for the construction of
such higher voltage power supply network for the three years ending December 31, 2020.
However, the construction, operation and maintenance of the higher voltage power supply
network requires more sophisticated engineering technology and monitoring that we need to
master. Therefore, we, with our existing capacity for operation and manpower, may not be able
to successfully overcome the technical and management challenges that we may encounter. The
success in such facility upgrade depends on whether or not we are able to recruit additional
technology personnel and to procure necessary equipment at financially reasonable terms. We
cannot assure you that we will be able to meet those requirements. Furthermore, there is no
guarantee that our business will not be subject to disruptions or failures caused by the upgrade
of our current power distribution facilities, which may materially and adversely affect our
business, financial condition, results of operations and growth prospects.

We operate in a capital-intensive business, and a significant increase in the capital
expenditures could have a material adverse effect on our business, financial condition or
results of operations.

We have significant power network construction and acquisition capital expenditure
requirements, and the recovery of the capital investment in our network construction occurs
over a long period of time. In particular, the capital expenditures required to develop and
construct a higher voltage power supply network generally vary based on the cost of the
necessary fixed assets. The price of key equipment and/or power facility constructions may
increase if the market demand for such equipment or works is greater than the available supply,
or if the prices of key component commodities used to build such equipment were to increase.
Other factors affecting the amount of capital investment required include, among other things,
finance expenses. A significant increase in the costs of developing and constructing our power
supply network could have a material adverse effect on our ability to achieve our expansion
targets and on our business, financial condition and results of operations.

We cannot assure you that, at the time of developing our new power supply network and
our acquisitions, we will be able to secure financing from reliable sources on commercially
viable terms to fund our projects, or at all. If we fail to obtain adequate financing, our ability
to expand our business may be hindered and the prospects of our future operations may be
materially and adversely affected.

Our growth strategy depends in part on our ability to manage our future development
effectively, which, if unsuccessful, could result in material adverse impact on our business,
financial condition, results of operations and prospects.

Our growth strategy is dependent in part on our ability to manage our future development,
such as our ability to successfully expand our business, to hire, train and retain new personnel,
to establish and maintain adequate financial control and prudence relating to the funding of
such projects, and to manage a growing and larger operation. We cannot assure you that we will
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be able to (i) expand our power business effectively and efficiently, or in a timely manner; (ii)
allocate adequate human resources; (iii) identify, hire and retain qualified personnel; (iv)
maintain amicable relationships with our major electricity suppliers; or (v) manage our
expanded hydropower projects centrally and efficiently. If we fail to effectively manage our
growth, our results of operations, financial condition and business prospects could be
materially and adversely affected. Moreover, we currently only operate our power business in
certain areas of Yibin City, and there is no assurance that any expansion beyond our current
location will be approved by the relevant government authorities, successfully implemented
and integrated.

Failure to effectively manage our inventory level could adversely affect our business,
financial condition and results of operations.

As at December 31, 2015, 2016 and 2017 and June 30, 2018, the balance of our
inventories, which comprised of raw materials and spare parts and others in connection with
our EECS business, was RMB25.5 million, RMB33.5 million, RMB32.1 million and RMB45.5
million, respectively. Our inventories increased by 41.6% to RMB45.5 million as of June 30,
2018 from RMB32.1 million as of December 31, 2017 mainly due to an increase in the number
of electrical engineering construction projects we undertook, which required additional
construction-related raw materials. Our inventories increased by 31.1% to RMB33.5 million as
of December 31, 2016 from RMB25.5 million as of December 31, 2015, primarily due to an
increase in raw materials as a result of the additional business expansion projects we undertook
in connection with our EECS business in 2016. Excessive inventories increase the risk of
inventory obsolescence, which could result in corresponding inventory write-downs and
write-offs due to the aging of the inventories. Our ability to manage the inventory level
effectively may have a material impact on our EECS business and our results of operations.
Any failure to effectively manage our inventory levels could materially and adversely affect
our business, financial condition, results of operations and liquidity.

The operations of our business may be adversely affected by the failure of key equipment,
power facility constructions or power supply systems, which could result in loss of revenue
and increased maintenance costs.

The breakdown of power generating equipment or power supply network, or failure of
other key equipment or power facilities in our power generating plants, could disrupt the
generation of electricity and result in reduced revenue for us. Furthermore, any breakdown or
failure of our power supply systems could interrupt the distribution of electricity by a power
generating plant to the local power grid. In addition, if the power grid fails, we will not be able
to deliver electricity to our customers until necessary repairs are carried out. Some of our
power plants were constructed a long time ago. Older power generating equipment may require
significant capital expenditure to properly maintain and efficiently operate. Such equipment is
also likely to require periodic upgrades and improvements. The breakdown or failure of our
power generating plants and/or of our power distribution systems may also prevent us from
fulfilling our obligations under the applicable power purchasing and supply agreements. These
events may reduce our ability to generate and distribute electricity to our customers and
thereby, adversely affect our reputation, which could result in a loss of revenue and increased
maintenance costs.
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Our business and operations are extensively regulated by and subject to inspections and
examinations by relevant PRC regulatory authorities.

Our business and operations are subject to extensive regulation by relevant PRC
government authorities, such as SASAC, NDRC, NEA, and the Ministry of Environmental
Protection of the PRC, as well as their provincial and local counterparts. Government
regulations address virtually all aspects of our operations, including, among others, the

following:

. planning and construction of new power projects;

. the granting of permits relating to our operations;

. the power network voltage qualification rate and electricity supply reliability;

. the setting of on-grid tariffs charged by power suppliers and end-user tariffs paid by
customers of electricity;

. environmental protection and safety standards; and

o taxes, in particular, enterprise income tax and VAT.

Our compliance with regulatory requirements is significant to our business. A breach of
laws or regulations to which we are subject may result in serious consequences, including, but
not limited to, the imposition of fines, penalties or suspension or revocation of permits or
licenses. Complying with the extensive rules and requirements may require us to incur
significant compliance costs, which could increase our operating and maintenance costs and
expenses and materially and adversely affect our business and results of operations.

In addition, we are subject to examination, investigation and audit by the PRC regulatory
authorities. If, as a result of any such audit, material irregularities or other instances of
non-compliance were found to have been committed by us, we may be subject to fines and
other administrative penalties, which may adversely affect our reputation, as well as our

business and prospects.

We may experience delays or defaults in accounts receivable.

We typically determine payments for each customer with reference to the amount of their
power usage, and demand payments after we collect such information. Therefore, we generate
accounts receivable after the completion of power supply. During the Track Record Period, we
have experienced delays or impairment in accounts receivable from our customers. For the
years ended December 31, 2015, 2016 and 2017, impairment loss of trade and other receivable,
including contract assets was recognized amounted to approximately RMB25.3 million,
RMBI15.7 million, RMB1.2 million, respectively. Impairment loss reversed for the six months
ended June 30, 2018 amounted to approximately RMB2.2 million.
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In the event that we encounter delays or defaults in the payments of our accounts
receivable by customers, our cash flow will be adversely affected and we will incur additional
impairment allowances, which would adversely affect our financial performance. We may even
have to obtain additional external financing to maintain our daily operations. We cannot assure
you that the outstanding accounts receivable will be remitted to us by our customers on a timely
basis, or that any delay or default in their payment will not affect our business, financial
condition and results of operations.

Our business may be affected by fluctuations in interest rates.

We are exposed to interest rate risk resulting from the fluctuations in interest rates on our
loans. Changes in interest rates affect our finance expenses and, ultimately, our results of
operations. As we rely on external financing to support the expansion of our business, we are
sensitive to the cost of capital in securing these loans. Our finance costs were RMB71.0
million, RMB50.9 million, RMB41.4 million and RMB16.6 million, respectively, for the years
ended December 31, 2015, 2016 and 2017 and the six months ended June 30, 2018. During the
Track Record Period, the PBOC lowered the bench mark lending rates in China several times.
Lending interest rates may vary in the future if the PRC government decides to change its
monetary policy. If the PBOC were to raise benchmark lending rates, our finance expenses
would increase, which would have a material adverse effect on our business, financial
condition and results of operations.

Electrical engineering construction projects we undertake may not be completed on time
or may be subject to cost overruns.

Several factors may lead to material construction delays or cost overruns in connection
with the electrical engineering construction projects we undertake, including:

. the lack of key equipment, materials or labor due to shortages or delivery delays;

. increases in the cost of key equipment, materials or labor;

. quality problems with key equipment and materials;

. unexpected construction, design, environmental or geological problems and other
force majeure events; and

. the failure to obtain sufficient bank loans or other financing on favorable terms, or
at all.

We cannot assure you that the construction of our projects will be completed on time. Any
failure or delay during the construction of a project could result in a delay or a reduction in
payment by the project owners to us, or even cost overruns, and have a material and adverse
effect on our business, financial position and results of operations.
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In addition, substantially all of our electrical engineering construction contracts are
subject to specific completion schedule requirements with liquidated damages charged to us if
we do not achieve the schedules. Liquidated damages are typically levied at an agreed rate for
each day of delay that is deemed to be our responsibility. Any failure to meet the schedule
requirements of our contracts could cause us to pay significant liquidated damages, which
would reduce or eliminate our profit on the relevant contracts and could materially and
adversely affect our liquidity and cash flows and have a material and adverse effect on our
business, financial position and results of operations.

We rely on certain key management and technical personnel, and our Group may face
difficulty in acquiring necessary management talents and technicians.

Our operations depend on our ability to attract and retain experienced and qualified
personnel, including executive officers and key technical personnel, who have the necessary
and required experience, knowledge and expertise in the PRC power supply industry.
Competition for qualified personnel is intense in the PRC. We may lose these personnel to
those competitors who are able to offer more competitive packages, or we may have to
significantly increase our related operating costs. Our future operating results will depend on
our management’s ability to maintain effective control over a large and diversified workforce.
To the extent that we are unable to recruit personnel with the necessary skills locally, the
attention of our management could be diverted. If we cannot recruit and retain the employees
necessary to perform necessary corporate activities, our business, financial position and results
of operations may be adversely affected.

We or our landlords do not possess the land use rights certificates or building ownership
certificates in respect of certain land and buildings owned or leased by us.

As of the Latest Practicable Date, we occupied 213 parcels of land in the PRC (excluding
leased properties) with a total site area of approximately 2,329,086.33 sq.m., of which we are
currently in the process of obtaining the relevant land use rights with respect to nine parcels
of land with a total gross site area of 16,440.38 sq.m., representing approximately 0.67% of the
total site area of the lands occupied and used by us. As of the same date, we occupied 401
buildings (excluding leased properties) with a total gross floor area of approximately
151,451.83 sq.m., among which we were in the process of obtaining the relevant building
ownership certificates with respect to nine buildings with a total gross floor area of
approximately 3,214.89 sq.m., representing approximately 1.96% of the total gross floor area
of the buildings we used.

In addition, as of the Latest Practicable Date, we leased 55 properties with a total gross
floor area of approximately 12,700.49 sq.m., among which the owners of 43 buildings with a
total gross floor area of approximately 3,670.10 sq.m. have not obtained the relevant building
ownership certificates, representing approximately 2.24% of the total gross floor area of the
buildings we occupied and used. According to our PRC Legal Advisors, in the event such
landlords not have valid building ownership certificates, the relevant lease agreements may be
deemed invalid or we may face challenges from property owners or other third parties to the
lessor’s rights. In the event this occurs, we may be forced to relocate the affected premises and
incur additional expenses.
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We have not registered our lease agreements with the relevant government authorities.
Under the applicable PRC laws and regulations, we may be required to register and file with
the relevant government authorities executed leases. According to our PRC Legal Advisors,
while the lack of registration will not affect the validity and enforceability of the lease
agreements under the applicable PRC laws, a fine ranging from RMB1,000 to RMB10,000 may
be imposed on the parties for each non-registered lease.

Moreover, we have obtained the land use rights to use certain parcels of land that are
state-allocated land, which cannot be transferred or pledged for obtaining financing. Although
we have obtained the confirmation from the relevant county government that we have the right
to continue to use such parcels of land without paying any consideration, we are still subject
to the risk that these relevant PRC land authorities may request us to return such state-allocated
land.

We recognized large amounts of government grants as deferred income during the Track
Record Period. If we fail to satisfy the conditions required to continue to receive such
grants, our business, financial condition and results of operations could be materially and
adversely affected.

We received grants as financial support for the construction of power grids and equipment
for power supply from the local government, including grants relating to a resident relocation
project and natural disasters. The government grants for the construction of the plants and
equipment for power supply we recognized as deferred income in our consolidated statement
of financial position as of December 31, 2015, 2016 and 2017 and June 30, 2018 amounted to
RMB174.3 million, RMB166.1 million, RMB159.8 million and RMBI156.3 million,
respectively. For the years ended December 31, 2015, 2016 and 2017 and the six months ended
June 30, 2018, we recognized government grant as other income of approximately RMB6.7
million, RMB9.6 million RMB7.4 million and RMB3.5 million, respectively, representing
approximately 5.6%, 7.1%, 5.2% and 3.2%, respectively, of our profits before taxation during
the same periods. The relevant government authorities typically conduct periodic review our
construction-related proposals and make decisions to allocate grants to us based on the
satisfaction of various conditions in connection with such proposals. For details of such
conditions, please see “Financial Information — Current Assets and Current Liabilities —
Deferred Income” in this prospectus. In addition, as of December 31, 2015, 2016 and 2017 and
June 30, 2018, we recorded RMB6.7 million, RMB6.8 million, RMB7.0 million and RMB7.0
million, respectively, in the current portion of the deferred income.

We cannot assure you that we will be able to obtain similar government grants in the
future. If we are unable to continue to obtain government grants, the construction and operation
of our pending power projects could be potentially delayed and our power project operations
and other business could be adversely affected, which in turn, could materially and adversely
impact our business, financial condition and results of operations.

We may incur additional costs if we become subject to additional environmental
compliance requirements in connection with our business operations.

We are required to comply with PRC national and local regulations relating to
environmental protection for the construction and operation of our hydropower plants. To the
extent our hydropower plants may have been in compliance with the PRC environmental
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protection laws and regulations at the time they were constructed, there is no guarantee that the
PRC government will not require retroactive application of current laws and regulations to
them. Compliance with environmental regulations can result in significant costs, and
non-compliance with respect to these regulations may result in negative impact on our
enterprise image, potentially significant money damages and fines, as well as suspensions of
our business activities. Furthermore, if more stringent regulations are adopted in the future, the
costs of compliance with these new regulations could be substantial. If we fail to comply with
any future environmental regulations, we may be required to pay substantial fines, suspend our
power output or even cease operations, and our reputation, business, results of operations and
financial condition may be adversely affected.

We may not be able to detect and prevent bribery or other misconduct committed by our
employees or third parties.

Bribery and other misconduct including, among others, acceptance of kickbacks, bribes
or other illegal benefits or gains by our employees or third parties, such as our customers and
suppliers, in our ordinary course of business may be difficult to detect and deter and could
subject us to litigation or harm our reputation. Although we are increasing our efforts to detect
and prevent the misconduct of employees and third parties, it is not always possible to detect
or deter such activities, the precautions we take to detect and prevent these activities may not
be effective in all cases, and our internal control system may not be effective in preventing the
occurrence of corruption, bribery or other illegal activities. The interpretation of the PRC laws
and regulations by the PRC regulatory authorities or the courts may differ from ours and such
regulatory authorities may even adopt additional anti-corruption laws and regulations and we
may need to make changes to our operations, which may increase our operation costs. We
cannot assure you that any misconduct of employees or third parties, if any, whether involving
past acts that have gone undetected or future acts, will not have a material adverse effect on
our business, financial position and results of operations.

We will continue to be controlled by our Controlling Shareholders, whose interests may
differ from those of our other shareholders.

Upon the completion of the Global Offering, Hydropower Group, Energy Investment
Group and Sichuan Development Co. will own, directly and indirectly, an aggregate of
approximately 39.03% of our Shares, assuming no exercise of the Over-allotment Option (or
approximately 37.62% if the Over-allotment Option is exercised in full). Subject to our Articles
of Association and applicable laws and regulations, our Controlling Shareholders will, through
its representatives on our Board or by voting at the general meetings of shareholders, be able
to influence our major policy decisions, including our senior management, business strategies
and policies, the timing and amount of dividend distributions, any plans relating to material
property transactions, major overseas investments, mergers and acquisitions, issuances of
securities and adjustments to our capital structure, amendment to our Articles of Association
and other actions that require the approval of our Board of Directors and shareholders. It is
possible that differences in opinion may arise between our Controlling Shareholders and any
of the remaining shareholders from time to time. We cannot assure you that our Controlling
Shareholders will influence our Company to pursue actions that are in the best interests of the
other shareholders.
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We are subject to risks associated with “One Net” policy.

There have been news that “One Net” policy will be promulgated in Yibin City. As at the
date of this prospectus, there were no PRC laws, regulations, rules or government documents
explaining about the “One Net” policy. According to the confirmation issued by Sichuan
SASAC in April 2018, such “One Net” policy was intended to realize the physical connection
and operation of all power grids in Yibin City in order to enhance the overall power supply
stability in Yibin City, which does not involve any merger and acquisitions or change of control
of power assets. However, if there are formal laws, regulations, rules, or government
documents, which are not consistent with our current understanding, promulgated in the future,
our business and results of financial condition would be materially and adversely affected.

RISKS RELATING TO OUR INDUSTRY

We operate in a government-controlled industry, and we do not have control over the
pricing of electricity sourcing and sales, which may affect our profitability.

Since April 2001, the PRC government has started to gradually implement a new on-grid
tariff-setting mechanism based on the operating and capital costs of individual power plants as
well as the average costs of comparable power plants. On July 9, 2003, the PRC government
approved the Power Tariff Reform Plan (FE{EX ¥ 77%) and made it clear that the long-term
objective of the reform is to establish a standardized and transparent tariff-setting mechanism.

On March 28, 2005, the National Development and Reform Commission formally
promulgated the implementation of power price reform, including “Interim Measures on the
management of electricity tariff Interim Provisions for the Administration of Grid Power Price
( (EHEEEMEITHEL) ),” “Interim Provisions for the Administration of Power
Transmission and Distribution Prices ( CHifc B & &M E17HF%) )” and “Interim Provisions
for the Administration of Power Selling Prices ( (#§8 EEHEMETHHE) ),” specifying the
authority over the management of power price, stipulating the pricing mechanism of on-grid
tariffs price, transmission and distribution tariffs and end-user tariffs and standardizing the
previous complicated system of power prices. However, the NDRC has promulgated the NDRC
No. 5 Announcement of 2017 ( {EZEIFRAUEZT BEAH2017F559E) ) on July 13,
2017, pursuant to which the aforementioned implementation of power price reform has been
abolished. After the abolishment of such implementation of power price reform, the Sichuan
Development and Reform Commission has issued the Notice on Publication of the Pricing
Catalogue of Sichuan Province ( <BAAEN#E<VU)I[ & 2 E H #k>M%%1) ) and the Notice of
Adjustment of the Provincial Power Grid Management Jurisdiction and Related Issues ( <A
A B TR A T E A TR FR AT B S E R EN) ) in April and May of 2018 to regulate that the
transmission and distribution price, power selling price of provincial and non-provincial power
grid enterprises and the grid power price of such power generation entities dispatched by
provincial and non-provincial power grid enterprises would be determined by the provincial
pricing administrative authorities or the Sichuan Development and Reform Commission, as the
case may be. Our subsidiaries, including Yibin Electricity, Xingwen Electricity, Pingshan
Electricity, Gong County Electricity, Gao County Electricity and Junlian Electricity, are
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included in the catalogue of the provincial power grid enterprises, we cannot estimate and
know whether any power tariff management policies relating to the provincial power grid
enterprises will be further promulgated by Sichuan Development and Reform Commission, or
any kind of rules and regulations in respect of the power tariff management will be further
promulgated by other PRC governmental authorities in the future. Such new policies, rules and
regulations may materially affect our business, results of operations and financial condition.

For the existing hydropower plants in the PRC, including our hydropower plants, except
as otherwise regulated by laws and regulations, the on-grid tariffs are currently subject to a
review and approval process on a regular basis involving the relevant local government
authorities, or even the NDRC, as the case may be. For more details, please see the section
headed “Regulatory Environment — Regulations on the Power Industry” in this prospectus.
Our Group has little influence on the setting of its tariff rate level. The tariff rates, except as
otherwise regulated by laws and regulations, are set and announced by the relevant pricing
bureau or development and reform bureau in accordance with the factors mentioned above.

In March 2015, the CPC Central Committee and the State Council issued a notice
“Certain Opinions of the CPC Central Committee and the State Council on Further
Implementation of System Reform in Electricity Industry (-F#[2015]9%%) (it - B
BEBA N HE— 2 AL TR B e 945 T ") ).”  Pursuant to this Opinion, the PRC
government will gradually open up the market for competition, which we believe will enhance
the influence of power companies in the determination of on-grid tariffs and end-user tariffs.
Therefore, the competitive bargaining power on pricing may affect the development of our
Company.

Because we source some electricity from external power plants at on-grid tariffs price, the
extent to which we are able to lower our sourcing cost is limited. In addition, the price at which
we sell electricity to end users is also subject to relevant PRC authorities’ approval, and our
ability to increase the sales price is highly restricted. If we are not able to maintain a reasonable
difference between our cost and revenue, our profit growth prospects and our business at large
may be materially affected.

We face uncertainties associated with the reforms of the PRC power industry and future
changes in local government regulations and policies.

Operation of the power companies in China is subject to compliance with a wide range
of general and specific PRC regulations covering planning, construction and operations of
power plants, granting of power generation and supply permits, construction and operation of
power grids, the setting of on-grid tariffs and end-user tariffs, power grid control and power
dispatch, environmental protection and safety standards. For more details, please see the
section headed “Regulatory Environment” in this prospectus.

The operations and profitability of our Group will be affected by any material changes in
the PRC laws and regulations relating to the power industry. Our Group incurs costs in ensuring
compliance with these regulations. An increase in the cost of compliance could increase our
Group’s operating costs and expenses and materially and adversely affect the results of
operations of our Group.
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In addition, the PRC power industry has experienced and is expected to continue to
experience ongoing regulatory reforms. The uncertainties associated with the reforms and any
corresponding regulatory changes such as the favorable policies in respect of, among others,
tax rates, product price and sales enjoyed by our Group under The Development Guide
Directory for Renewable Energy Industry (7] P-4 gl 2648 15 %% H %), may be abolished
or become less favorable to our Group in the future, which may adversely affect our business
and results of operations. In addition, the PRC government may adopt more stringent laws and
regulations in the future to regulate the power industry, compliance with which may be
expensive, and may adversely affect our financial condition and results of operation.

Under the PRC Renewable Energy Law (7% A RILANE Fi2E REYR L), Catalog for the
Guidance of Foreign Investment Industries (#Pp1% & £ 2645 %5 H #%), the Thirteenth Five Year
Plan and other relevant laws and regulations, promotion of clean energy power generation,
including hydropower production, is one of the priorities for the development of China’s power
supply. If for any reasons, China removes such policy support, our business, financial condition

and results of operations may be materially and adversely affected.

Our assets and operations are subject to hazards and/or accidents that are customary to
the power industry, and our operation may be vulnerable to disruptions caused by natural
and/or man-made disasters and accidents, and we may not have adequate insurance to
cover all these hazards or accidents.

Our main assets include, among other things, hydropower plants, transformer substations,
transmission and distribution lines and other equipment. Our major power generation facilities,
power supply network and other equipment are located in southern Sichuan Province, which is
a mountainous area in Southwestern China. Given our reliance on power generation,
transmission and distribution across the mountainous areas of Yibin City, we may be more
susceptible to the impact of geological disasters. Operating or maintaining these assets
involves risks and hazards that may adversely affect our operations, including equipment

failure, natural disasters, environmental hazards and industrial accidents.

Our power supply network and grid assets could be required to cease operation in the
event of droughts, earthquakes, or even be damaged by floods. Water supply to our hydropower
stations and reservoirs are vulnerable to natural disasters, including, but not limited to,
earthquakes, typhoons, storms, tornadoes and floods, as well as disasters caused by human
actions and other deliberate or inadvertent actions which may affect the availability of water
flow to our hydropower plants. Sichuan Province, where most of our operating hydropower
plants are located, is a region in China with relatively high seismic risk, such as the recent
earthquake taking place in Jiuzhaigou County, Sichuan Province, on August 8, 2017.
Earthquakes and other natural disasters are unpredictable and can significantly damage our
access to water flow, our key equipment and the property of our electricity end-users. Under
such circumstances, we may be unable to continue the operation of our business or to produce
the level of electricity we anticipate.
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These hazards can cause significant personal injury or death, severe damage to, and
destruction of, property, plant and equipment, contamination of, or damage to, the environment
and suspension of our business operations. We may also face civil liabilities or fines in the
ordinary course of business as a result of damages suffered by third parties, which may require
us to make indemnification payments in accordance with applicable laws. We may also be
prone to accidents that may cause severe injury or death of our employees that may result from
our operation or maintenance and repair work carried out on our main assets, such as
hydropower plants, transformer substations, grids and power supply network. For example, on
July 12, 2015, one of our maintenance crew was electrocuted by accident when he was
conducting a routine repair of an electric cable fault in a residential building within our power
supply service area. For further details of such accident, please see the section headed
“Business — Health and Safety Matters” in this prospectus.

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

RISKS RELATING TO THE PRC

The economic, political and social conditions of PRC and government policies could affect
our business, financial condition, results of operations and prospects.

We conduct all of our businesses in China, all of our assets are located in China, and all
of our revenue is derived from the power market in China. Accordingly, our business, financial
condition, results of operations and prospects are, to a material extent, subject to economic,
political and legal developments in the PRC economy, which differs from the economies of
developed countries in many respects, including but not limited to, government involvement,
level of economic development, growth rate, foreign exchange controls and resources
allocation.

Although the PRC economy has been transitioning from a planned economy to a more
market-oriented economy for more than three decades, a substantial portion of productive
assets in the PRC are still owned by the PRC Government. The PRC Government also has
significant oversight over the economic growth of the PRC through various measures,
including, among others, allocating resources, controlling payments of foreign currency-
denominated obligations, setting monetary policy and providing preferential treatment to

—61 -



RISK FACTORS

particular industries or companies. In recent years, the PRC Government has implemented
measures emphasizing the utilization of market forces in economic reform, the reduction of
state ownership of productive assets and the establishment of sound corporate governance
practices in business enterprises. These economic reform measures may be adjusted or
modified or applied inconsistently from industry to industry or across different regions of the
country. As a result, we may not benefit from some of these measures.

The PRC Government has the power to implement macroeconomic measures affecting the
PRC economy such as the interest rate cuts to stimulate spending and economic growth. The
macroeconomic measures adopted by the PRC Government to stimulate growth may not be
effective as expected in sustaining the current growth of the PRC economy.

Since the global financial crisis and subsequent economic slowdown, the GDP growth in
the PRC has slowed down. In 2015, the PRC’s annual GDP growth rate was 6.9%, the lowest
among 25 years since 1991. An economic slowdown in the PRC could materially and adversely
affect the electricity markets in the PRC, which could adversely affect our financial condition
and results of operations.

Our business and financial condition may be adversely affected by global and domestic
economic conditions.

Our results of operations may be materially affected by economic conditions in China and
elsewhere around the world. Although nations around the world have adopted various
economic policies to mitigate the adverse influences caused by factors such as the slowdown
of the world economy and the European financial crisis, it is uncertain how quickly the world
economy would grow going forward. In addition, any tightening of liquidity in the global
financial markets may in the future negatively affect our liquidity. The difficult economic
outlook has negatively affected business and consumer confidence and contributed to
unprecedented volatility levels. We cannot predict the short-and long-term impacts of these
events on our business and financial condition, which could be materially and adversely
affected.

Uncertainties, with respect to the PRC legal system, could have a material and adverse
effect on us.

Our business and operations are conducted in the PRC and are governed by the PRC laws,
rules and regulations. The PRC legal system is based on written statutes and their
interpretations by relevant legislative and judicial authorities. Prior court decisions may be
cited for reference, but have limited weight as precedents. Since the late 1970s, the PRC
government has significantly enhanced the PRC legislation and regulations to provide
protection to various forms of foreign investments in the PRC. However, the PRC has not
developed a fully-integrated legal system, and recently-enacted laws and regulations may not
sufficiently cover all aspects of economic activity in the PRC. As many of these laws, rules and
regulations are relatively new, and because of the limited volume of published decisions, the
interpretation and enforcement of these laws, rules and regulations involves uncertainties and

— 62 —



RISK FACTORS

may not be as consistent and predictable as in other jurisdictions. In addition, the PRC legal
system is based, in part, on government policies and administrative rules that may have a
retroactive effect. As a result, we may not be aware of our violations of these policies and rules
until sometime after the violations. Furthermore, the legal protection available to us under
these laws, rules and regulations may be limited. Any litigation or regulatory enforcement
action in the PRC may be protracted and may result in substantial costs and the diversion of

resources and management attention.

You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

We are incorporated under the laws of the PRC and substantially all of our assets are
located in the PRC. In addition, almost all of our Directors, Supervisors and executive officers
reside in the PRC and their personal assets may also be in the PRC. Therefore, investors may
encounter difficulties in effecting service of process from outside PRC upon us or most of our
Directors Supervisors and executive officers. Moreover, it is understood that the enforcement
of foreign judgments in the PRC is still subject to uncertainties. A judgment of a court from
a foreign jurisdiction may be reciprocally recognized or enforced if the jurisdiction has a
corresponding treaty with China or if the judgments of the PRC courts have been recognized
before in that jurisdiction, subject to the satisfaction of other requisite requirements. However,
China does not have any such treaties with Japan, the United Kingdom, the United States and
many other countries providing for the reciprocal enforcement of judgments, resulting in
uncertainties in relation to the enforcement of foreign judgments against us or our Directors,

Supervisors and executive officers.

Payment of dividends is subject to restrictions under PRC law.

Under PRC law and our Articles of Association, we may only pay dividends out of
distributable profits. Distributable profits are our after-tax profits as determined under PRC
GAAP or IFRS, whichever is lower, less any recovery of accumulated losses and
appropriations to statutory and other reserves that we are required to make. As a result, we may
not have sufficient or any distributable profit to enable us to make dividend distributions to our
Shareholders, including in periods for which our financial statements indicate we are
profitable. Any distributable profit not distributed in a given year is retained and available for

distribution in subsequent years.

Moreover, our operating subsidiaries in the PRC may not have distributable profit as
determined under PRC GAAP. Accordingly, we may not receive sufficient distributions from
our subsidiaries for us to pay dividends. Failure by our operating subsidiaries to pay us
dividends could adversely impact our ability to make dividend distributions to our
Shareholders and our cash flow, including periods in which we are profitable.
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You will be subject to PRC taxation on dividends received from us.

Non-PRC resident individual holders of H Shares whose names appear on the register of
members of H Shares of our Company (“non-PRC resident individual holders”) are subject to
PRC individual income tax on dividends received from us. Pursuant to the Circular on
Questions Concerning the Collection of Individual Income Tax following the Repeal of Guo
Shui Fa [1993] No. 045 (BH7 BB 8519931045 5% 3O 14247 BAR L IT 15 BSR4 L0 28 )
(Guo Shui Han [2011] No. 348) dated June 28, 2011 issued by the SAT, the tax rate applicable
to dividends paid to non-PRC resident individual holders of H Shares varies from 5% to 20%
(usually 10%), depending on whether there is any applicable tax treaty between the PRC and
the jurisdiction in which the non-PRC resident individual holder of H Shares resides. Non-PRC
resident individual holders who reside in jurisdictions that have not entered into tax treaties
with the PRC are subject to a 20% withholding tax on dividends received from us. For
additional information, please see “Appendix III — Taxation and Foreign Exchange — PRC
Taxation” to this prospectus. In addition, under the Individual Income Tax Law of the PRC (*
#E N RILANEE A 18 F3%) and its implementation regulations, non-PRC resident individual
holders of H Shares are subject to individual income tax at a rate of 20% on gains realized upon
sale or other disposition of H Shares. However, pursuant to the Circular Declaring That
Individual Income Tax Continues to Be Exempted over Income of Individuals from Transfer of
Shares (A8 A\ oG5 i 57 T 15 48 48 BT S OISR N BT A5 B A 48 4) issued by the MOF and the
SAT on March 30, 1998, gains of individuals derived from the transfer of listed shares in
enterprises may be exempt from individual income tax. To our knowledge, as of the Latest
Practicable Date, although some H share-listed companies have started to withhold the 10%
individual tax as to the dividend paid to non-PRC resident individual H shareholders, in
practice the PRC tax authorities had not sought to collect individual income tax on gains
obtained through dividend and sale or disposition of H shares in the open market. If such tax
is collected in the future, the value of such individual holders’ investments in H Shares may
be materially and adversely affected.

Under the EIT Law and its implementation regulations, a non-PRC resident enterprise is
generally subject to enterprise income tax at a rate of 10% with respect to its PRC-sourced
income, including dividends received from a PRC company and gains derived from the
disposition of equity interests in a PRC company, subject to reductions under any special
arrangement or applicable treaty between the PRC and the jurisdiction in which the non-PRC
resident enterprise resides. Pursuant to a Notice promulgated by the SAT on November 6, 2008,
we intend to withhold tax at 10% from dividends payable to non-PRC resident enterprise
holders of H Shares (including HKSCC Nominees). Non-PRC enterprises that are entitled to
be taxed at a reduced rate under an applicable income tax treaty or arrangement will be required
to apply to the PRC tax authorities for a refund of any amount withheld in excess of the
applicable treaty rate, and payment of such refund will be subject to the PRC tax authorities’
approval. See “Appendix III — Taxation and Foreign Exchange — PRC Taxation” for details.
As the EIT Law and its implementation rules are relatively new, there are uncertainties as to
their interpretation and implementation by the PRC tax authorities, including whether and how
enterprise income tax on gains derived upon sale or other disposition of H Shares will be
collected from non-PRC resident enterprise holders of H Shares. If such tax is collected in the
future, the value of such non-PRC enterprise holders’ investments in H Shares may be
materially and adversely affected.
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Government control of currency conversion may adversely affect the value of your
investments.

Most of our revenue is denominated in Renminbi, which is also our reporting currency.
Renminbi is currently not a freely convertible currency. A portion of our cash may be required
to be converted into other currencies in order to meet our foreign currency needs, including
cash payments on declared dividends, if any, on our H Shares. Under China’s existing foreign
exchange regulations, following the completion of this Global Offering, we will be able to pay
dividends in foreign currencies without prior approval from the SAFE by complying with
various procedural requirements.

However, if the PRC Government were to impose restrictions on access to foreign
currencies for current account transactions at its discretion, we might not be able to pay
dividends to the holders of our H Shares in foreign currencies. On the other hand, most of
foreign exchange transactions under capital account in the PRC continue to be not freely
convertible and require the approval of the SAFE. These limitations could affect our ability to
obtain foreign currencies through equity financing or to obtain foreign currencies for capital
expenditures.

Future fluctuations in the value of Renminbi could have a material adverse effect on our
financial condition and results of operations.

We receive all of our payments from customers in RMB and will need to convert RMB
into foreign currencies for the payment of dividends, if any, to holders of our Shares. The RMB
is currently not a freely convertible currency. Under the PRC’s existing foreign exchange
regulations, following the completion of the Global Offering, we will be able to pay dividends
in foreign currencies without prior approval from SAFE or its local branches by complying
with certain procedural requirements. We may not be able to pay dividends in foreign
currencies to our Shareholders if the PRC Government takes measures in the future to restrict
access to foreign currencies for current account transactions if foreign currencies become
scarce in the PRC. Foreign exchange transactions under our capital account continue to be
subject to significant foreign exchange controls and require the approval of the SAFE or its
local branches. These limitations could affect our ability to obtain foreign exchange through
equity financing, or to obtain foreign exchange for capital expenditures.

The exchange rate of Renminbi against U.S. dollars and other currencies fluctuates and
is affected by, among other things, changes in the PRC’s and international political and
economic conditions and the PRC Government’s fiscal and currency policies. From 1994 to
July 20, 2005, the official exchange rate for the conversion of Renminbi to U.S. dollars was
generally stable. On July 21, 2005, the PRC Government adopted a more flexible managed
floating exchange rate system to allow the value of Renminbi to fluctuate within a regulated
band that is based on market supply and demand with reference to a basket of currencies.
Renminbi appreciated more than 20% against U.S. dollars over the following three years. From
July 2008 to June 2010, Renminbi traded within a narrow range against U.S. dollars. On June
19, 2010, the PBOC announced that the PRC Government would reform the Renminbi
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exchange rate regime and increase the flexibility of the exchange rate. From January 2, 2015,
Renminbi has depreciated against U.S. dollars, from approximately RMB6.2046 per U.S. dollar
to RMB6.6166 per U.S. dollar on June 29, 2018. It is difficult to predict how the Renminbi
exchange rates may change. There remains significant international pressure on the PRC
Government to adopt a more flexible currency policy, which could result in further and more
significant appreciation of Renminbi against U.S. dollars. We cannot assure you that Renminbi

will not experience significant appreciation against U.S. dollars in the future.

The proceeds from the Global Offering will be received in Hong Kong dollars. As a result,
any appreciation of Renminbi against U.S. dollars, Hong Kong dollars or any other foreign
currencies may result in the decrease in the value of our foreign currency-denominated assets
and our proceeds from the Global Offering. Conversely, any depreciation of Renminbi may
adversely affect the value of, and any dividends payable on, H Shares in foreign currency.
Currently, we have not entered into any hedging transactions to mitigate our exposure to
foreign exchange risk. Furthermore, we are also currently required to obtain the SAFE’s
approval before converting significant amounts of foreign currencies into Renminbi. As a
result, any significant increase in the value of Renminbi against foreign currencies could
reduce the value of our foreign currency denominated revenue and assets and could materially

and adversely affect our business, financial condition, results of operations and prospects.

Any future occurrence of force majeure events, natural disasters or outbreaks of
contagious diseases in the PRC may have a material adverse effect on our business

operations, financial condition and results of operations.

Any future occurrence of force majeure events, natural disasters or outbreaks of
epidemics, including but not limited to those caused by avian influenza or swine influenza,
severe acute respiratory syndrome, or SARS, and Influenza A virus, such as HSH1 subtype and
HS5N2 flu viruses, may restrict business activities in the areas affected and materially and
adversely affect our business and results of operations. For example, in 2009 and 2013, there
were reports of the occurrence of two types of avian influenza in certain regions of the world,
including the PRC, where we operate our business. Moreover, the PRC has experienced natural
disasters like earthquakes, floods and droughts in the past few years. For example, on August
8, 2017, an earthquake with surface wave magnitude of 7.0 took place in Jiuzhaigou County,
Sichuan Province. Any future occurrence of severe natural disasters in the PRC may materially
and adversely affect its economy and therefore our business. We cannot assure you that any
future occurrence of natural disasters or outbreaks of epidemics, or the measures taken by the
PRC Government or other countries in response to such disasters and epidemics, will not
seriously disrupt our operations or those of our clients, which may have a material and adverse

effect on our business and results of operations.
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RISKS RELATING TO THE GLOBAL OFFERING

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

Prior to the Global Offering, there has been no public market for our H Shares. The initial
issue price range for our H Shares was the result of negotiations between us and the Sole
Global Coordinator on behalf of the Underwriters, and the Offer Price may differ significantly
from the market price for our H Shares following the Global Offering. We have applied for
listing of, and permission to deal in, our H Shares on the Stock Exchange. A listing on the Stock
Exchange, however, does not guarantee that an active and liquid trading market for our H
Shares will develop, or if it does develop, will be sustained following the Global Offering or
that the market price of our H Shares will not decline following the Global Offering.
Furthermore, the price and trading volume of our H Shares may be volatile. The following

factors may affect the volume and price at which our H Shares will trade:

. actual or anticipated fluctuations in our revenue and results of operations;
. news regarding recruitment or loss of key personnel by us or our competitors;
. announcements of competitive developments, acquisitions or strategic alliances in

our industry;

. changes in earnings estimates or recommendations by financial analysts;

. potential litigation or regulatory investigations;

. general market conditions or other developments affecting us or our industry;

. the operating and stock price performance of other companies, other industries and

other events or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding H Shares or
sales or perceived sales of additional H Shares by us or our Shareholders.

Moreover, the securities market has from time to time experienced significant price and
volume fluctuations that were unrelated or not directly related to the operating performance of
the underlying companies. These broad market and industry fluctuations may have a material

and adverse effect on the market price and trading volume of our H Shares.
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There can be no assurance if and when we will pay dividends in the future.

Our ability to pay dividends will depend on whether we are able to generate sufficient
earnings. Under the applicable PRC laws, dividends may be paid only out of distributable
profits. Distributable profits are our after-tax profits as determined under PRC GAAP or IFRS,
whichever is lower, less any recovery of accumulated losses and appropriations to statutory and
other reserves that we are required to make. A decision to declare, or to pay, any dividends and
the amount of any dividends will also depend on various factors, including, but not limited to,
our results of operations, cash flows and financial condition, operating and capital expenditure
requirements, our Articles of Association, the Company Law and any other applicable PRC
laws and regulations, market conditions, our strategic plans and prospects for business
development, contractual limits and obligations, payment of dividends to us by our operating
subsidiaries, taxation, regulatory restrictions and any other factors determined by our Board
from time to time, to be relevant to the declaration or suspension of dividend payments. As a
result, although we have paid dividends in the past, there can be no assurance whether, when
and in what form we will pay dividends in the future. Subject to any of the above constraints,
we may not be able to pay dividends in accordance with our dividend policy. See the section
headed “Financial Information — Dividends and Dividend Policy” in this prospectus.

Since there will be a gap of several days between pricing and trading of our H Shares,
holders of our H Shares are subject to the risk that the price of our H Shares could fall
during the period before trading of our H Shares begins.

The Offer Price of our H Shares is expected to be determined on the Price Determination
Date. However, our H Shares will not commence trading on the Stock Exchange until they are
delivered, which is expected to be five Hong Kong business days after the pricing date. As a
result, investors may not be able to sell or deal in our H Shares during that period. Accordingly,
holders of our H Shares are subject to the risk that the price of our H Shares could fall before
trading begins as a result of adverse market conditions or other adverse developments, that
could occur between the time of sale and the time trading begins.

Future sales or perceived sales of substantial amounts of our securities in the public
market, including any future public offering in the PRC, or re-registration of our
Domestic Share into H Shares, could have a material and adverse effect on the prevailing
market price of our H Shares and our ability to raise capital in the future, and may result
in dilution of your shareholdings.

The market price of our H Shares could decline as a result of future sales of substantial
amounts of our H Shares or other securities relating to our H Shares in the public market or
the issuance of new H Shares or other securities, or the perception that such sales or issuances
may occur. Future sales, or perceived sales, of substantial amounts of our securities, including
any future offerings, could also materially and adversely affect our ability to raise capital in
the future at a time and at a price which we deem appropriate. In addition, our shareholders
may experience dilution in their holdings to the extent we issue additional securities in future
offerings. A certain amount of our Shares currently outstanding will be subject to contractual
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and/or legal restrictions on resale for a period of time after completion of the Global Offering.
See the section headed “Underwriting — Undertakings to the Stock Exchange pursuant to the
Listing Rules” in this prospectus. After these restrictions lapse or if they are waived or
breached, future sales or perceived sales of substantial amounts of our Shares, or the possibility
of such sales by us, could negatively impact the market price of our H Shares and our ability
to raise equity capital in the future.

Some facts, forecasts and statistics contained in this prospectus with respect to the PRC,
its economies and the power industry are derived from various official or third-party
sources and may not be accurate, reliable, complete or up-to-date.

We have derived certain facts, forecasts and other statistics in this prospectus, particularly
those relating to the PRC, the PRC economy and the industry in which we operate, from
information provided by the PRC and other government agencies, industry associations,
independent research institutes or other third-party sources. While we have taken reasonable
care in the reproduction of the information, it has not been prepared or independently verified
by us, the underwriters or any of our or their respective affiliates or advisors, and, therefore,
we cannot assure you as to the accuracy and reliability of such facts, forecasts and statistics,
which may not be consistent with other information compiled inside or outside the PRC. Such
facts forecasts and statistics include the facts forecasts and statistics used in the sections
entitled “Risk Factors,” “Industry Overview” and “Business.” Because of possibly flawed or
ineffective collection methods or discrepancies between published information and market
practice and other problems, the statistics herein may be inaccurate or may not be comparable
to statistics produced for other economies, and you should not place undue reliance on them.
Furthermore, we cannot assure you that they are stated or compiled on the same basis, or with
the same degree of accuracy, as similar statistics presented elsewhere. In all cases, you should
consider carefully how much weight or importance you should attach to or place on such facts,
forecasts or statistics.

You should read the entire prospectus carefully, and we strongly caution you not to place
any reliance on any information contained in press articles or other media regarding us
or the Global Offering.

There may be, subsequent to the date of this prospectus but prior to the completion of the
Global Offering, press and media coverage regarding us and the Global Offering, which
contained, among other things, certain financial information, projections, valuations and other
forward-looking information about us and the Global Offering. We have not authorized the
disclosure of any such information in the press or media and do not accept responsibility for
the accuracy or completeness of such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the
projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this prospectus,
we disclaim responsibility for them. Accordingly, prospective investors are cautioned to make
their investment decisions on the basis of the information contained in this prospectus only and
should not rely on any other information.
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You should rely solely upon the information contained in this prospectus, the Application
Forms and any formal announcements made by us in Hong Kong in making your investment
decision regarding our H Shares. We do not accept any responsibility for the accuracy or
completeness of any information reported by the press or other media, nor the fairness or
appropriateness of any forecasts, views or opinions expressed by the press or other media
regarding our H Shares, the Global Offering or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such data or publication.
Accordingly, prospective investors should not rely on any such information, reports or
publications in making their decisions as to whether to invest in our Global Offering. By
applying to purchase our H Shares in the Global Offering, you will be deemed to have agreed
that you will not rely on any information other than that contained in this prospectus and the

Application Forms.
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You should carefully consider all of the information contained in this prospectus,
including the risks and uncertainties described below, before making an investment in
our H Shares. These risks could materially and adversely affect our business, financial
condition and results of operations. The trading price of our H Shares could
significantly decrease due to any of these risks, and you may lose all or part of your
investment. You should pay particular attention to the fact that we are a company
incorporated in the PRC and substantially all of our operations are conducted in the
PRC, which is governed by a legal and regulatory environment that may differ
significantly from that of other jurisdictions. For more information concerning the
PRC and certain related matters discussed below, please see ‘“Regulatory
Environment,” “Appendix IV — Summary of Principal Legal and Regulatory
Provisions” and “Appendix V — Summary of Articles of Association.”

In preparation for the Listing, we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

According to Rules 8.12 and 19A.15 of the Listing Rules, our Company must have a
sufficient management presence in Hong Kong. This normally means that at least two of the
executive directors must be ordinarily resident in Hong Kong. At present, there will be no
executive Directors ordinarily resident in Hong Kong after the Listing. The senior management
team of our Group is and will continue to be based in the PRC to attend to their respective
duties. Further, as each of the executive Directors has a vital role in our Group’s operations,
it is crucial for them to remain in close proximity to our Group’s central management located
in the PRC. Accordingly, we do not, and for the foreseeable future, will not, have a sufficient
management presence in Hong Kong, for the purposes of satisfying the requirements under
Rules 8.12 and 19A.15 of the Listing Rules.

For the reasons set out above, our Directors consider that it would be practically difficult,
unduly burdensome and not commercially feasible for us to appoint two Hong Kong residents
as executive Directors or to relocate any of the existing executive Directors to Hong Kong
merely for the purpose of complying with Rule 8.12 and Rule 19A.15 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted to us, a waiver from strict compliance with the requirements set out in Rules 8.12 and
19A.15 of the Listing Rules. We have made arrangements to maintain effective communication
between the Stock Exchange and us as follows:

(i) both of our Company’s authorized representatives, Mr. Zeng Yong and Mr. Li Hui
of our Company, will act as our principal channel of communication with the Stock
Exchange. Each of Mr. Zeng Yong and Mr. Li Hui has confirmed that he possesses
valid travel documents and can readily travel to Hong Kong to meet with the Stock
Exchange within a reasonable time upon request of the Stock Exchange, if required.
They will be readily contactable by home, office, mobile and other telephone
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(i1)

(ii)

(iv)

v)

numbers, email address and correspondence address (if the authorised representative
is not based at the registered office), facsimile numbers, if available, and any other
contact details prescribed by the Stock Exchange from time to time, and are
authorized to communicate on behalf of our Company with the Stock Exchange;

both of the authorized representatives have means of contacting all Directors
(including the independent non-executive Directors) promptly at all times as and
when the Stock Exchange wishes to contact the Directors on any matters. To
enhance communication between the Stock Exchange, the authorized representatives
and the Directors, our Company has implemented a policy whereby (a) each Director
will provide his or her office phone numbers, mobile phone numbers, residential
phone numbers, office facsimile numbers and email addresses to the authorized
representatives; (b) each Director will provide valid phone numbers or means of
communication to the authorized representatives when he or she travels; and (c) all
Directors will provide their mobile phone numbers, office phone numbers, email
addresses and facsimile numbers to the Stock Exchange;

our Company, in accordance with Rule 3A.19 of the Listing Rules, has appointed
China Tonghai Capital Limited (previously known as Oceanwide Capital Limited) as
our compliance advisor, who will act as an additional channel of communication
with the Stock Exchange. Our Company will ensure that China Tonghai Capital
Limited shall have access at all times to its authorized representatives, Directors and
members of the senior management. Our Company will also procure that such
persons provide promptly to China Tonghai Capital Limited such information and
assistance as it may need or may reasonably request in connection with the
performance of the compliance advisor’s duties as set forth in Chapter 3A and
Chapter 19A of the Listing Rules. China Tonghai Capital Limited will advise on
on-going compliance requirements and other issues arising under the Listing Rules
and other applicable laws and regulations in Hong Kong for a period commencing
on the Listing date at least until the date on which our Company complies with Rule
13.46 of the Listing Rules in respect of its financial results and its annual report for
the first full financial year following the Listing;

meetings between the Stock Exchange and the Directors could be arranged through
the authorized representatives or our Company’s compliance advisor, or directly
with the Directors within a reasonable time frame. Our Company will inform the
Stock Exchange promptly in respect of any change in our Company’s authorized
representatives and compliance advisor; and

each Director who does not ordinarily reside in Hong Kong has confirmed that either
he or she possesses or can apply for valid travel documents to visit Hong Kong and
will be able to meet with the Stock Exchange in Hong Kong within a reasonable
period.

In these circumstances, our Company and its Directors do not envisage that there should
be any difficulty for the Stock Exchange to contact (if required) any of the executive Directors
and believe that the arrangements set out above are sufficient to maintain effective
communication between our Company and the Stock Exchange. The Directors will ensure that
disclosure of information and contact with the Stock Exchange will be made on a timely basis.
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JOINT COMPANY SECRETARIES
Rule 8.17

Pursuant to Rule 8.17 of the Listing Rules, we must appoint a company secretary who
satisfies Rule 3.28 of the Listing Rules.

Rule 3.28

Pursuant to Rule 3.28 of the Listing Rules, the secretary of our Company must be a person
who, by virtue of his/her academic or professional qualifications or relevant experience, is, in
the opinion of the Stock Exchange, capable of discharging the functions of company secretary.
The Stock Exchange considers the following academic or professional qualifications to be
acceptable:

(i) a member of The Hong Kong Institute of Chartered Secretaries;

(i1) a solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong)); and

(ii1) a certified public accountant (as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong)).

In assessing “relevant experience”, the Stock Exchange will consider the individual’s:
(i) length of employment with the issuer and other issuers and the roles he played;

(i1) familiarity with the Listing Rules and other relevant laws and regulations including
the Securities and Future Ordinance, Companies Ordinance, Companies (Winding
Up and Miscellaneous Provisions) Ordinance and the Takeovers Code;

(iii) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

We have appointed Mr. Li Hui (ZEM#5E45) and Ms. Wong Wai Ling (#5237 1) as the
joint company secretaries of our Company. Ms. Wong Wai Ling is a member of the Hong Kong
Institute of Chartered Secretaries, and is qualified to act as a joint company secretary of our
Company. On the other hand, Mr. Li Hui is not a certified public accountant as defined in the
Professional Accountants Ordinance, a member of the Hong Kong Institute of Chartered
Secretaries, nor a solicitor or barrister as defined in the Legal Practitioners Ordinance, as
required under Rules 3.28 and 8.17 of the Listing Rules. However, the Directors consider that
Mr. Li Hui, by virtue of his background and experience, is capable of discharging the functions
of a joint company secretary. Mr. Li Hui joined our Group in September 2011 and is currently
the secretary to the Board. Mr. Li Hui therefore has a thorough understanding of the daily
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operations, internal administration and finance of our Group. Mr. Li Hui has been actively
involved in the Listing of our Company since the preparatory period and has been assisting the
Board on governance matters. Mr. Li Hui also attended the training seminar regarding
responsibility of directors of listed companies delivered by our Company’s legal advisors as to

Hong Kong laws to the Directors and senior management of our Company.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of
the Listing Rules. The waiver is valid for an initial period of three years from the Listing Date.
The waiver is granted on condition that we engage Ms. Wong Wai Ling, who possesses all the
requisite qualifications required under Rule 3.28 of the Listing Rules, as a joint company
secretary, to assist Mr. Li Hui in the discharge of his duties as a company secretary and in
gaining the “relevant experience” as required under Rule 3.28 of the Listing Rules. The waiver
will be revoked immediately if Ms. Wong Wai Ling during the three-year period, ceases to
provide assistance to Mr. Li Hui. Our Company will re-evaluate Mr. Li Hui’s experience before
the expiry of the three-year period. At the end of the three-year period, our Company would
liaise with the Stock Exchange. Our Company should then be able to demonstrate to the
satisfaction of the Stock Exchange that Mr. Li Hui, having had the benefit of Ms. Wong Wai
Ling’s assistance for three years, would have acquired the relevant experience within the
meaning of Rule 3.28 of the Listing Rules so that a further waiver would not be necessary.

For further details about qualification and experience of Mr. Li Hui and Ms. Wong Wai
Ling, please see the section headed “Directors, supervisors, and Senior Management” in this
prospectus.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Our Group has entered into, and expects to continue after the Listing, certain transactions
which will constitute non-exempt continuing connected transactions under Chapter 14A of the
Listing Rules. We have applied to the Stock Exchange for, and the Stock Exchange has granted
to us, a waiver from strict compliance with the announcement requirement under Chapter 14A
of the Listing Rules in respect of such non-exempt continuing connected transactions.

For further details of such non-exempt continuing connected transactions, please see the
section headed “Connected Transactions” in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our 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 our Company. Our Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief, the information contained in
this prospectus is accurate and complete in all material respects and not misleading or
deceptive, and there are no other facts the omission of which would make any statement in this
prospectus misleading.

CSRC APPROVALS

We have obtained approvals from the CSRC for the Global Offering and the making of
the application to list the H Shares on the Stock Exchange on July 30, 2018. In granting such
consent, the CSRC accepts no responsibility for our financial soundness or for the accuracy of
any of the statements made or opinions expressed in this prospectus or in the Application
Forms.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. Neither the delivery of this prospectus nor any
subscription or acquisition made under it shall, under any circumstances, create any
implication that there has been no change in our affairs since the date of this prospectus or that
the information in it is correct as of any subsequent time.

UNDERWRITING

For applicants under the Hong Kong Public Offering, this prospectus and the related
Application Forms contain the terms and conditions of the Hong Kong Public Offering. The
listing of our H Shares on the Stock Exchange is sponsored by the Sole Sponsor. The Global
Offering is managed by the Sole Global Coordinator. The Hong Kong Public Offering is fully

bl

underwritten by the Hong Kong Underwriters listed in “Underwriting,” subject to agreement
on the offer price between us and the Sole Global Coordinator (on behalf of the Underwriters).
The International Offering is expected to be fully underwritten by the International
Underwriters. For further details about the Underwriters and the underwriting arrangements,

see the section headed “Underwriting” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

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

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

relevant Application Forms.

APPLICATION FOR LISTING OF THE H SHARES ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the granting of listing of, and permission
to deal in, our H Shares to be issued pursuant to the Global Offering (including any H Shares
which may be issued pursuant to the exercise of the Over-allotment Option). Save as disclosed
in this prospectus, no part of our Share is listed or dealt in on any other stock exchange and
no such listing or permission to list is being or proposed to be sought in the near future.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, purchasing, holding,
disposing of, or dealing in our H Shares or exercising any rights attached to them, you should
consult an expert. It is emphasized that none of us, the Sole Sponsor, the Sole Global
Coordinator, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, their
respective directors, officers, employees, advisors, agents or representatives nor any other
person involved in the Global Offering accepts responsibility for any tax effects on, or
liabilities of, any person resulting from subscribing for, purchasing, holding, disposing of, or
dealing in our H Shares or exercising any rights attached to them.
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STABILIZATION

For details of stabilizing actions by the Stabilizing Manager, please see the section headed
“Structure of the Global Offering — Stabilization” in this prospectus.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

For details of the procedures for applying for the Hong Kong Offer Shares, please see the
section headed “How to Apply for Hong Kong Offer Shares” in this prospectus and the
Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Particulars of the structure of the Global Offering, including its conditions, are set out in
the section headed “Structure of the Global Offering” in this prospectus.

REGISTER OF MEMBERS AND STAMP DUTY

All of the H Shares issued pursuant to applications made in the Global Offering will be
registered on our H Share register to be maintained in Hong Kong by our H Share Registrar,
Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong. Our principal register of members will be maintained by us at our head office in the
PRC.

Dealings in the H Shares registered in our H Share register will be subject to the Hong
Kong stamp duty.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

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

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

(i) agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we acting for ourselves and for each of our Directors, Supervisors,
managers and officers agree with each of our Shareholders to refer all differences
and claims arising from our Articles of Association or any rights or obligations
conferred or imposed by the Company Law or other relevant laws and administrative
regulations concerning our affairs to arbitration in accordance with our Articles of
Association, and any reference to arbitration shall be deemed to authorize the
arbitration tribunal to conduct hearings in open session and to publish its award.
Such arbitration shall be final and conclusive;
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(ii1) agrees with us and each of our Shareholders that the H Shares are freely transferable
by the holders thereof; and

(iv) authorizes us to enter into a contract on his or her behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers
and officers undertake to observe and comply with their obligations to our

Shareholders as stipulated in our Articles of Association.

H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Stock
Exchange and our compliance with the stock admission requirements of HKSCC, the H Shares
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the date of commencement of dealings in the H Shares on the Stock
Exchange or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second Business
Day after any trading day. All activities under CCASS are subject to the General Rules of
CCASS and CCASS Operational Procedures in effect from time to time. Investors should seek
the advice of their stockbroker or other professional advisors for the details of the settlement
arrangements as such arrangements may affect their rights and interests. All necessary
arrangements have been made for the H Shares to be admitted into CCASS.

CURRENCY TRANSLATIONS

Solely for your convenience, this prospectus contains translations of certain RMB

amounts into Hong Kong dollars at specified rates.

No representation is made that the RMB amounts could actually be converted into any
Hong Kong dollar amounts at the rates indicated or at all. Unless we indicate otherwise, the
translation of RMB into Hong Kong dollars was made at the rate of RMB0.8876 to HK$1.0000,
the exchange rate prevailing on December 3, 2018, set by the PBOC for foreign exchange

transactions.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this

prospectus, this prospectus shall prevail.

ROUNDING

Any discrepancies in any table between totals and sums of amounts listed therein are due

to rounding.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name Residential Address Nationality

Executive Directors

Mr. ZENG Yong (% 5 5E4) No. 102, 1/F, Unit 1, Block 18, Chinese
(Chairman) No. 788 Gongping Phoenix North Avenue
Wenjiang District, Chengdu City
Sichuan Province, the PRC

Mr. WANG Heng (F1E5E4) No. 20-1 Binhe Road Chinese
Wenjiang Town
Gao County
Sichuan Province, the PRC

Mr. LI Hui (Z=EM$5EA) No. 10, Chinese
Unit 3, Building 2,
No. 2, East Street, Tong Shan Bridge,
Chengdu,
Sichuan Province, the PRC

Non-executive Directors

Ms. HAN Chunhong Energy Department Chinese
FEHELLD No. 1, Block 2, Bai Guang Road
Xuanwu District
Beijing, the PRC

Ms. LI Yu (%L 1) No. 502, Unit 2, Building 603 Chinese
Wangjing Dongyuan
Chaoyang District
Beijing, the PRC

Mr. WANG Chengke No. 10, Unit 2, Block 1 Chinese
(EARHEAE) No. 131 Minzhu Street
Wenjiang Town
Gao County
Sichuan Province, the PRC

Mr. ZHOU Yanbin No. 57, Block 5 Chinese
(FHEE ) No. 62 Renmin Road
Cuiping District
Yibin City

Sichuan Province, the PRC
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Name Residential Address Nationality

Independent Non-executive Directors

Mr. Kin Kwong KWOK Gary 14B, No. 20 Broadway Street Chinese
(FRERVLAEA) Mei Foo Sun Chuen
Kowloon, Hong Kong

Mr. FAN Wei No. 1 Tsinghua Park Chinese
(TE A5 Haidian District
Beijing, the PRC

Ms. HE Zhen (ffE %) Room 201, Building 5 Chinese
No. 21, Xi Mian Qiao Heng Street
Wuhou District, Chengdu
Sichuan, the PRC

Mr. WANG Peng No. 32, Xiaokou Road Chinese

(EMBSEA:) Qinghe West, Haidian District
Beijing, the PRC
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SUPERVISORS
Name Residential Address Nationality
Mr. ZENG Zhiwei Building 8, Shuiyun House Chinese
(B EEEE) No. 16 Beauty Garden Middle Road
Zhanghua South Road
Haidian District
Beijing, the PRC
Ms. FU Ruoxue No. 6, Unit 1, Building 2 Chinese
(BETRL+) Runjia Garden
No. 11 Yihu North Road
Qingbaijiang District, Chengdu City
Sichuan Province, the PRC
Ms. LI Jia No. 901, Unit 1, Block 4, Chinese
(FfEL D) Happiness Home Biyuntian
No. 177 Xinhe Road
Qingbaijiang District, Chengdu City
Sichuan Province, the PRC
Mr. HU Changxian No. 12, F/4, Unit 2, Building 20 Chinese
(BB Happy Homeland
Shijianian Middle Avenue
Qingbaijiang District, Chengdu City
Sichuan Province, the PRC
Ms. CHEN Yingchun Room 2-3, Chinese
(BT Unit 3, Building 8,
C District, Xiang Shan Li Jing,
Gusong Town,
Xing Wen County,
Sichuan Province, the PRC
Mr. OUYANG Yu No. 301, Unit 2, Chinese

(kB )

No. 96, Middle Junzhou Road,

Junlian Town,
Junlian County,

Sichuan Province, PRC

For further details of the Directors, Supervisors and other senior management members,

please see the section headed ‘“Directors, Supervisors and Senior Management” in this

prospectus.
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Guotai Junan Securities (Hong Kong)
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181 Queen’s Road Central

Hong Kong
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10/F, Agricultural Bank of China Tower
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Livermore Holdings Limited
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Kaiser Securities Limited

3101-05

Shun Tak Centre West Tower

168-200 Connaught Road, Hong Kong

Legal Advisors to the Company as to Hong Kong law:
Luk & Partners
In Association with
Morgan Lewis & Bockius
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Hong Kong
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34th Floor, Tower 3
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15th/16th Floor, Shanghai Tower
501 Yincheng Road (M)

Pudong New Area

Shanghai
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8th Floor, Prince’s Building
10 Chater Road
Central
Hong Kong

Independent Industry Consultant Euromonitor International
1101-08 Cross Tower
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Shanghai
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The information that appears in this Industry Overview contains information and
statistics on the industry in which we operate and reflects estimates of market
conditions based publicly available sources and trade opinion surveys, as well as a
commission report from Euromonitor International Limited (the “Euromonitor
Report”), and is prepared primarily as a market research tool. References to the
Euromonitor Report should not be considered as the opinion of Euromonitor
International Limited as to the value of any security or the advisability of investing in
our Group. We believe that the sources of information contained in this Industry
Overview are appropriate sources for such information and have taken reasonable care
in extracting and reproducing such information. We have no reason to believe that
such information is false or misleading or that any material fact has been omitted that
would render such information false or misleading. The information set out in this
Industry Overview has not been independently verified by our Group, the Sole Sponsor,
the Underwriters or any other party involved in the Global Offering, except for
Euromonitor International Limited, and no representation is given as to the accuracy
or completeness of such information. Accordingly, you should not rely on such
information in making, or refraining from making, any investment decision.

SOURCE OF INFORMATION, KEY BASES AND ASSUMPTIONS

We commissioned Euromonitor International Limited (“Euromonitor”), an independent
market research consultancy firm to conduct a detailed analysis of the electric power industry
in China and Sichuan Province.

In connection with the preparation of the Euromonitor Report, Euromonitor performed
both primary and secondary research, and obtained latest data, projected data, insights on
future trends involving the power industry in China and Sichuan Province. Primary research
involves interviews with a sample of leading industry participants and industry experts.
Secondary research involves reviewing published sources, including PRC national and local
statistics and official sources, company reports and data based on Euromonitor’s proprietary
research database.

The Euromonitor Report was compiled based on the following assumptions: (i) the PRC
economy is expected to maintain steady growth over the forecast period; (ii) China’s social,
economic and political environment is expected to remain stable in the forecast period; (iii)
there will be no external shock, such as financial crisis or raw material shortage that affects the
demand and supply of power in China during the forecast period; and (iv) key market drivers,
such as an increase in per capita disposable income, rapid urbanization, increasing demand for
high-end production and government policy support are expected to boost the development of
the PRC power industry.

Established in 1972, Euromonitor provides strategy research for both consumer and
industrial markets. It has offices and analysts in 80 countries and is a leading provider of global
market intelligence. Euromonitor has over 5,000 active clients, including 90% of the Fortune
500 companies. We are contracted to pay a fee of RMB526,325 to Euromonitor in connection
with its preparation of the Euromonitor Report. We have extracted certain information and
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statistics from the Euromonitor Report in this section, as well as in the sections headed
“Summary,” “Risk Factors,” “Business” and “Financial Information” and elsewhere in this
prospectus to provide our potential investors with a more comprehensive presentation of the
industry in which we operate.

OVERVIEW OF THE POWER INDUSTRY IN THE PRC
Power Industry in the PRC

The value chain of power industry in China comprises of power generation, power
transmission and distribution and sales of electricity. The power generation sector converts
other types of energy into electricity, such as hydropower plants that use the energy of water
flux. The core of the power supply sector is the transmission and distribution system of the
power grid, which comprises electricity transmission networks that reach provinces and cities
in China, electricity distribution networks that reach end uses, and step-up and step-down
substations. Lastly, the power sales sector directly distributes electricity to end users.

According to the Euromonitor Report, the amount of power generation increased from
approximately 4.8 trillion kWh in 2011 to approximately 6.5 trillion kWh in 2017, representing
a CAGR of 5.2%. For hydropower in particular, the amount of power generated increased from
699.0 billion kWh in 2011 to 1,189.8 billion kWh in 2017 at a CAGR of 9.3% while the
proportion of hydropower generation as a percentage of total power generation in the PRC
increased from 14.5% in 2011 to 18.3% in 2017. Based on the Euromonitor Report, the
proportion of hydropower generation in China will continue to grow while that of thermal
power will decrease due to the PRC government’s policies promoting the use of clean energy.
According to the Thirteenth Five Year Plan, the total installed hydropower generation capacity
is expected to reach 380 million kW by 2020. The PRC government is also planning to expand
electricity transmission capability from Western China to Eastern China, with the expected
total transmission power reaching more than 100 GW by 2020, according to the Euromonitor
Report. The following chart sets forth the growth pattern of power generation capacity in China
between 2011 and 2017:

Power Generation in China, 2011-2017
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Source: The National Energy Administration, China Electricity Council, State Electricity Regulatory
Commission
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According to the Euromonitor Report, the total power consumption in China grew from
4.7 trillion kWh in 2011 to 6.3 trillion kWh in 2017, representing a CAGR of 5.1%. In recent
years, the power consumption of residential and service industry sectors generated the bulk of
the growth in total power consumption in the PRC. The following chart illustrates the increase
of power consumption in China from 2011 to 2017:

Power Consumption in China, 2011-2017
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According to the Euromonitor Report, the total length of power transmission and
distribution cables (above 35 kV) increased from 1.4 million km in 2011 to 1.8 million km in
2017, representing a CAGR of 4.3%. The scale of power grid is expected to further expand due
to the following reasons: (i) increases in the investments in ultra-high voltage (“UHV”) grid;
(i) further establishment of the West-to-East electricity project in China; (iii) higher demand
for more developed grid systems to eliminate excess capacity in power generation; and (iv)
new round of upgrades involving rural grids.

The PRC power industry is faced with two main challenges. First, power supply market
in the PRC is generally not favorable to private capital. While private enterprises may seek to
enter into the new power grid markets, such market mainly lies in remote and less developed
areas in the country with complicated geographical environment. The construction and
maintenance of power grids in these areas may prove to be challenging as engineering cost and
construction risk of these projects are generally high and are expected to rise. In the meantime,
the current power grid system has covered most regions in China, so the new power supply
projects are expected to be mainly located in remote or rural areas, making prospects for future
revenues in such projects uncertain. Second, new market entrants face challenges in locating
sufficient resources for power generation. Different power generation methods have various
demands for natural resources and environments. For instance, thermal power plants require
nearby fuel resources while hydropower plants require locations with engineering convenience
and sufficient water flux to generate power. Thus, new entrants face challenges in selecting
suitable power plant sites.
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Rural Power Grid Development in the PRC

According to the “Suggestions on Implementing a New Round of Rural Electric Power
Grid Upgrades during the Thirteenth Five Year Plan Period” issued by the NDRC, rural power
grid is an important infrastructure in rural areas of the PRC, which promotes the development
of the local agriculture and economy. Since rural power grid upgrades were implemented
during the Twelfth Five Year Plan period, rural power grid structure and power supply capacity
have improved significantly. There has been a gap in electric power service between urban

areas and rural areas where the demand for electricity has been growing.

The PRC government has established major objectives involving the development of rural
power grid. According to the Euromonitor Report, it is expected that the rural areas in China
shall achieve a full coverage of stable and reliable power supply service by 2020. Reliability
of power supply by rural power grid is anticipated to reach 99.8%, comprehensive voltage
eligibility rate of 97.9% and average capacity of distribution transformers of not less than 2.0
kVA per household. It is the government’s objective to build a modern rural power grid while
increasing the proportion of electric power in rural household energy consumption.
Furthermore, urban and rural power supply service equalization is expected to be achieved in
Eastern China, and the gap between urban and rural power supply will be narrowed

significantly in Central and Western China.

According to the Euromonitor Report, to achieve these major objectives, the PRC

government has set forth the following key tasks:

. Expedite the upgrading of rural power grid. Expedite the upgrading of the rural
power grid in key small towns and villages, as well as major agricultural production

electric power supply facilities;

J Promote rural power grid investment diversification. Utilize business mechanism to

introduce social capital to participate in rural power grid construction;

. Increase the effort of rural power grid upgrades in poverty-stricken areas. Prioritize
rural power grid upgrades in national key poverty alleviation and development
counties and concentrated destitute areas by improving the capacity of rural power
grid acceptance of electricity distribution, combined with new energy poverty
alleviation projects; and

. Advance urban and rural power supply equalization. Improve urban and rural power
grid informatization, automation and intelligence, and shorten power supply service
gap in Eastern and Central China, and in certain more developed regions in Western
China.
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OVERVIEW OF ECONOMY AND POWER INDUSTRY IN SICHUAN PROVINCE AND
YIBIN CITY

Macroeconomic Environment in Sichuan Province and Yibin City

According to the Euromonitor Report, the nominal GDP of Sichuan Province has been
growing steadily during the period from 2011 to 2017 with a CAGR of 9.9%. In 2017, GDP
in Sichuan Province reached RMB3.7 trillion. According to the Euromonitor Report, GDP per
capita increased from RMB26,133 in 2011 to RMB44,651 in 2017, representing a CAGR of
9.3%. This rapid and steady growth of the economy in Sichuan Province strongly supports the
development of the power industry in the Province. The following chart illustrates the nominal
GDP and related growth rate in Sichuan Province from 2011 to 2017.

Nominal GDP of Sichuan Province, 2011-2017
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In addition, the per capita net income of rural resident and per capita disposable income
of urban resident in Sichuan Province reached RMB12,227 and RMB30,727, respectively, in
2017, with a CAGR of 11.6% and 8.3%, respectively, during the period from 2013 to 2017.

According to the Euromonitor Report, total population in Sichuan Province increased
from 80.5 million in 2011 to 83.0 million in 2017, and is expected to increase with an annual
growth rate of 2.4% from 2018 to 2020 to 93.7 million. In the meantime, urbanization rate in
Sichuan Province also increased from 41.9% in 2011 to 50.7% in 2017, and is expected to
further increase to 58.6% by 2020. Therefore, the fast developing urbanization process may
lead to further growth in residential power consumption in Sichuan Province.
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The GDP of Yibin City reached RMB184.7 billion in 2017, ranking fourth in Sichuan
Province in 2017. During the period from 2011 and 2017, Yibin City’s GDP grew at an annual
rate of 9.2% and its per capita GDP increased from RMB24,433 in 2011 to RMB40,868 in
2017. Yibin City’s industrial output value and financial revenue both ranked third in Sichuan
Province in the same year. The following chart illustrates the GDP and related growth rate in
Yibin City from 2011 to 2017.

GDP Value Size of Yibin City, 2011-2017
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Power Industry in Sichuan Province

According to the Euromonitor Report, total power generation in Sichuan Province increased from 198.1 billion
kWh in 2011 to 356.9 billion kWh in 2017, representing a CAGR of approximately 10.3%. With the establishment
of UHV grids and the increasing demand in residential power consumption, power generation in Sichuan Province
is expected to continue to grow. According to the Euromonitor Report, a majority of the power generated in Sichuan
Province was from hydropower during the period from 2011 to 2017. The following chart illustrates the power
generation in Sichuan Province from 2011 to 2017.

Power Generation in Sichuan Province, 2011-2017

Billion kWh
400.0
350.0
300.0
250.0
200.0
150.0
100.0
50.0
0.0

2011 2012 2013 2014 2015 2016 2017

B Thermal power generation (Billion kWh) B Hydropower generation (Billion kWh)
[ Others (Billion kWh)

Source: Bureau of Statistics of Sichuan

- 903 —



INDUSTRY OVERVIEW

According to the Euromonitor Report, in 2017, total electricity consumption in Sichuan
Province was 220.5 billion kWh. The consumption within Sichuan Province slightly decreased
in 2015 compared to 2014, mainly due to a reduction in industrial power consumption. The
consumption in Sichuan Province increased in 2016 and 2017 mainly due to the utilization of
the electricity consumption structure. According to the Euromonitor Report, in the future, this
decrease is likely going to be counterbalanced by the expected growth in total population in
Sichuan Province, which is expected to increase at an annual growth rate of 2.7% during the
period from 2015 to 2020, and the urbanization rate is expected to increase from 47.7% in 2015
to 58.6% by 2020. Based on this estimation, residential power consumption by urban and rural
residents is likely to increase and generate future growth in total power consumption in
Sichuan. According to the Euromonitor Report, the power consumption in Sichuan Province is
expected to grow at a CAGR of 4.4% from 2018 to 2020. The following chart illustrates the
power consumption in Sichuan Province from 2011 to 2020.

Power Consumption in Sichuan Province, 2011-2020
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Power Industry in Yibin City

Based on the Euromonitor Report, in Yibin City, total power generation increased from
27.2 billion kWh in 2013 to 31.8 billion kWh in 2017, representing a CAGR of 4.0%.
Hydropower-generated electricity remains the mainstream electric power generation method in
Yibin City. According to the Euromonitor Report, hydropower-generated electricity accounted
for approximately 72.6% of the total power generated in 2017.

—94 —



INDUSTRY OVERVIEW

The following chart illustrates the electric power generation of Yibin City, including

thermal power and hydropower generation, from 2013 to 2020.

Electric Power Generation of Yibin City, 2013-2020
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The on-grid tariffs of hydropower in Yibin City remained relatively stable ranged from
RMBO0.29 per kWh to RMBO0.31 per kWh for each year from 2013 to 2017.

In terms of power consumption, according to the Euromonitor Report, Yibin City has
witnessed significant growth in recent years, which reached approximately 5.24 billion kWh in
2015, representing an increase of approximately 7.7% compared to 2014. According to the
Euromonitor Report, rising urbanization rate and increasing residential income will lead to an
increase in the demand for residential electricity consumption. Furthermore, the launch of the
PRC “Belt and Road Initiative” and the westward movement of the manufacturing industry are

also expected to lead to an increase in electricity consumption.

Growth Drivers of the Power Industry in Sichuan Province and Yibin City

According to the Euromonitor Report, the power industry in Sichuan Province and Yibin

City benefits from the following industry growth drivers:

. Rapid Economic Development: Similar to the growth in GDP and per capita income
in China, power generation industry in Sichuan Province also grew steadily in recent
years. In Yibin City, the potential growth in innovative industries, such as new

materials, will strongly support the power consumption in the secondary industries;
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Westward Migration of the PRC Manufacturing Industry: It is expected that Sichuan
Province and Yibin City will benefit from the westward migration of the Chinese
manufacturing industry and become attractive to manufacturing companies. It is
expected to play an important role in the “Belt and Road” initiative. As such, the
growth of the manufacturing industry is expected to significantly increase the power
demand and consumption in Sichuan Province and Yibin City;

Government Support: Based on the Thirteenth Five Year Plan, the PRC government
has emphasized the development and use of clean energy, which is expected to
constitute up to 15% of the total energy consumption. This will encourage the use

of hydropower, especially in Sichuan Province;

Abundant Natural Resources: In addition, Sichuan Province’s power generation
industry is characterized by its substantial hydropower generation resources.
According to the Euromonitor Report, approximately 21.2% of all water reserves in
the PRC in 2016 is located in the Sichuan Province. Yibin City also has abundant
hydropower resources. There are over 600 branching rivers and streams and 443
reservoirs on these rivers, with designed water storage capacity of approximately 3.1
billion m’;

Rural Grid Upgrade and Rising Living Standard: According to the Euromonitor
Report, residential power consumption in Sichuan Province has significantly
increased in recent years. With the increasing coverage of rural power grid in
regions that traditionally did not have access to electricity and the increasing
disposable income and living standards of urban and rural residents, new consumers

and consumers with higher electricity demand are both increasing; and

Electric Power Substitution: The growth of the power industry in Yibin City is also
driven by the amount of electric power substitution. According to the Euromonitor
Report, electric power substitution refers to the use of electric power in the
replacement of energy consumption methods, such as coarse coal particles
consumption and fuel combustion. In 2016, the total electric power substitution
made by power companies in Yibin City was approximately 0.7 billion kWh, which
resulted in approximately RMBO.2 billion in total cost savings.
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MAJOR COST COMPONENTS

The major cost components for our Group mainly include labor cost and cost of
purchasing electricity from the State Grid. The purchase cost can be referred to the benchmark
on-grid tariff of Sichuan Province. The benchmark on-grid unit tariff based on different power
generation types continue to decrease in Sichuan Province in recent years, resulting in
reduction of our unit cost of sales from year to year. Since on-grid tariff is set by the PRC
central government, we cannot predict the future pricing trend. The following table sets forth
the detailed on-grid tariffs for different types of power generation in Sichuan Province from
2013 to 2017.

Power Generation 2013 2014 2015 2016 2017
Method (RMB/kWh) (RMB/kWh) (RMB/kWh) (RMB/kWh) (RMB/kWh)
Thermal power. . ... .. 0.53 0.47 0.46 0.44 0.40
Hydropower. . ....... 0.30 0.31 0.30 0.30 0.29
Nuclear power. ... ... 0.62 0.65 0.61 0.61 N/A
Wind power. . ....... 0.57 0.57 0.65 0.65 0.60
Solar power. . ....... N/A 1.0 0.88 0.88 0.75

According to Statistics Bureau of Sichuan, the average wage in Sichuan Province was
RMB58,671 in 2017, which increased from RMB31,489 in 2011, representing a CAGR of
10.9% during this period. The average wage in Sichuan Province is further expected to increase
at a CAGR of 3.7% from 2018 to 2020. The following tables sets for the average wage of all

employees in Sichuan Province from 2011 to 2020.

Average Wage for All Employees in Sichuan Province, 2011-2020
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Source: National Statistics Bureau of Sichuan Province; Euromonitor
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COMPETITIVE LANDSCAPE

We are authorized by the PRC government as the only power supplier in the power supply
service area in Yibin City. Therefore, we do not face any competition in such designated power
supply service area. However, we enjoy the following key strengths compared to other power
suppliers in Sichuan Province:

. Proven skills, talent and technologies. We have accumulated significant operation,
construction and maintenance experience, obtained sufficient talents and possessed
advanced technologies and technique in hydroelectric power generation and

distribution industries;

. Full industry value chain coverage. We have a full and complete industry value
chain coverage from power generation to distribution and sale of electricity to end

users;

. Support from all levels of PRC government. We receive support from the local,
provincial and state-level governments in the PRC, primarily due to our

performance, business vision and business scope;

. Strong capital support. We enjoy convenient and strong capital support from

medium or large banks mainly due to our profitability and reputation; and

. High consumption growth potential. Our grid covered 68.6% of the geographic area
and 57.3% of the residents in Yibin City, supplying over 34% of power in the city,
while other suppliers, such as the State Grid Company, supplied the remaining 66%.

According to the Thirteenth Five Year Plan, the PRC government intends to address high
fuel consumption and severe environmental pollution by encouraging the use of renewable and
clean energy, such as hydropower, in its efforts to curb pollution. The combination of the policy
support and financial assistance paves the way for increased hydropower generation in Yibin
City in the near future.

COMPARISON OF OTHER PUBLICLY LISTED LOCAL POWER COMPANIES IN
SICHUAN PROVINCE

In comparison with other publicly listed local power companies in Sichuan Province, we
ranked first in Sichuan Province in 2017 in terms of electricity revenue, according to the
Euromonitor Report. Based on the estimates by Euromonitor, as of December 31, 2017, we had
the longest electric power supply lines, which enables us to satisfy the electricity demand from
more users amongst the listed local power companies in Sichuan. Below is a table showing a
comparison of the key performance indicators of our Company and other local listed power
companies as of and for the year indicated.
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For the year ended December 31, 2017
Electric
Power
Total Total  Power Total Transformer Supply

Electricity Total Power  Power Plant Installed  Substation Line

Category Revenue” Revenue Generated Sales Number Capacity Number Distance
(RMB in (RMB in (Million  (Million

millions) millions) kW-h) kW-h) (kW) (km)

Our Company. . . . . 1,542.3  1,853.2 5982 2,729.1 35 138,680 79 10,638.4

Company 1. ... .. 1,465.4  2,058.9 5624 2,840.0 14 92,500 44 1,372.9

Company 2. . .. .. 1,190.4  1,513.2 649.3  2,011.4 5 129,380 32 9,370.2

Company 3. . . . .. 822.0 821.6 819.0  2,771.0 4 202,900 12 307

Company 4 . . . . .. 822.5 919.7 779.0  2,194.0 9 124,800 13 1,954.6

Company 5. . .. .. 935.7  2,067.2 1,375.9 25814 11 380,340 N/A N/A

Source: Audited data of Sichuan Energy Investment Development Co., Ltd; annual reports and official websites of
various publicly listed companies.

Note:

(1)  This revenue refers to the revenue generated from power-related business within Sichuan Province.

BACKGROUND OF ELECTRICITY PRICE IN SICHUAN PROVINCE

On-grid Tariffs

Compared to other power sources, the average on-grid tariffs of hydropower in Sichuan
Province is the lowest and has remained relatively stable over the past several years. According
to the Euromonitor Report, the price for hydropower is expected to remain relatively stable in
the near term. The following chart illustrates the average on-grid tariffs of hydropower

compared to those of other types of energy source for the periods indicated.

Power Generation Method 2013 2014 2015 2016 2017
(RMB/kWh) (RMB/kWh) (RMB/kWh) (RMB/kWh) (RMB/kWh)

Thermal power . . ... ....... 0.53 0.47 0.46 0.44 0.40
Hydropower . . .. .......... 0.30 0.31 0.30 0.30 0.29
Nuclear power. . . .. ........ 0.62 0.65 0.61 0.61 N/A
Wind power . . .. ... ... ... 0.57 0.57 0.65 0.65 0.60
Solar power . .. ........... N/A 1.0 0.88 0.88 0.75

Source: Sichuan Energy Bureau
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End-user Tariffs

For illustrative purposes, the following chart contains the electricity retail price from
2011 to 2017 in Sichuan Province for different types end-users using the 1-10 kV transmission
and distribution lines for the periods indicated.

Type of End-user 2011 2012 2013 2014 2015 2016 2017

(RMB) (RMB) (RMB) (RMB) (RMB) (RMB) (RMB)
Household . ............ 0.5124  0.5364 0.5364 0.5364 0.5364  0.5364  0.5364
General industry. . . ... ... 0.8444  0.8444  0.8444  0.8444  0.8444 0.8297  0.8010
Heavy industry. . ........ 0.6195 0.6195 0.6195 0.6195 0.5994  0.5994  0.5774

Source: Sichuan Development and Reform Commission

According to the Euromonitor Report, retail electricity price in Sichuan Province is
expected to remain relatively stable in the near future. As a city within Sichuan Province, Yibin
City’s electricity retail prices follow those of Sichuan Province with no significant difference,
according to the Euromonitor Report.

OVERVIEW OF THE EECS INDUSTRY IN THE PRC, SICHUAN PROVINCE AND
YIBIN CITY

EECS Industry in China

According to the National Energy Administration, the total investment in electrical
engineering construction continues to increase during the 12th Five-year period. The total
investment value reached RMB531.5 billion in 2017, which increased from RMB368.2 billion
in 2011, representing a CAGR of 6.3% over the past seven years.

The growth of electric engineering construction switched from rapid growth mode to
high-quality growth stage. According to data sourced from Wind, the new production of power
grid (above 220 KV) length reached an aggregate 33,120.5 km by the end of 2017. It reached
an annual average of 32,512.1 km of new production from 2012 to 2017. The following chart
illustrates the new power grid production (above 220 KV) length in China from 2012 to 2017.

New Production Power Grid (above 220 KV) Length in China, 2012-2017
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Source: Wind, Euromonitor
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In addition, according to the Euromonitor Report, the total newly added capacity for
substation equipment reached 242,633.0 MVA by the end of 2017, representing a six-year
average of 217,694.8 MVA from 2012 to 2017. Although the pace of newly added production
capacity experienced a slow-down in 2015, it rebounded since 2016 to reach a healthy level to
ensure the production capacity for electric construction in China. The following chart
illustrates the newly added capacity for substation equipment in China from 2012 to 2017.

Newly Added Substation Capacity in China, 2012-2017
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Source: Wind, Euromonitor

The challenges for the EECS industry lie in increasing technical request, rising labor cost
and new innovation on technical transformation. With further development of smart grid and
upgrading mechanism manufacturing, it requires more EECS companies to focus on improving
their technical skills to meet the rising market demand. Additionally, the average wages of
employees in the EECS industry keep increasing, which create challenges for EECS companies

to find new ways to control cost.

EECS Industry in Sichuan

According to the Euromonitor Report, rural power grid is a critical component for the
future development of the power industry in Sichuan Province. In recent years, the length of
the rural power grid has increased steadily as a result of the increase in the production capacity
of rural power grids, which indicates more demand for rural power grid upgrade construction
projects in the Province. According to data sourced from Wind, the new production of power
grid (above 220 kV) length reached 1,706.0 km by the end of 2017. They were constructed at
an average rate of 2,190.6 km per year in Sichuan Province from 2012 to 2017, according to

the Euromonitor Report.
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The following chart illustrates the new power grid production (above 220 KV) length in
Sichuan Province from 2012 to 2017.

New Production Power Grid (above 220 KV) Length in Sichuan Province, 2012-2017
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Newly added production capacity of electricity substation equipment in Sichuan Province
also increased from 7,720,000 kVA in 2013 to 11,940,000 kVA in 2017, representing at a
CAGR of 11.5% during the period. The following chart illustrates the newly added capacity for
substation equipment in Sichuan Province from 2012 to 2017.

Newly Added Substation Capacity in Sichuan, 2012-2017
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Furthermore, significant investments were made in the EECS sector in Sichuan Province.
According to the Euromonitor Report, from January to July 2017, total investment in the
industry amounted to RMB281.3 billion, representing a year-on-year growth of approximately

9.9%, of which RMB125.5 billion were made by major power companies in Sichuan Province.
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EECS Industry in Yibin

In September 2017, Yibin Electricity Grid Plan under the Thirteenth Five Year Plan was
published in order to further develop Yibin City’s local economy. According to the
Euromonitor Report, it called for the construction of smart grids, which are aimed to provide
better quality, clean, reliable and sustainable power supply. They generally combine both
traditional and advanced power supply technologies, as well as utilize cloud and internet-based
technologies to transfer and monitor large amounts of power generation and consumption data

to further provide value-added services to consumers.

Growth Drivers of the Electrical Engineering Construction Services Industry in Sichuan
Province and Yibin City

Based on the Euromonitor Report, the EECS industry in the PRC, Sichuan Province and
Yibin City largely benefits from the following market drivers:

. Increased Power Consumption: With continued upgrading of the rural power grids
and the rising living standards of urban residents, power grids with wider coverage
and higher reliability have experienced increased demand in Sichuan Province to
meet the increasing demand for power consumption among urban and rural
residents. Such increased demand and rural power grid upgrades are likely to lead
to future investments in grid construction. In addition, the development and
application of smart grids are expected to further stimulate grid construction
investments, particularly in areas where current power grids are relatively

underdeveloped; and

. Government Initiatives: In December 2016, the NEA published a hydropower
development plan, pursuant to which a capacity of 60 GW of hydropower is planned
for Southwestern China along with additional power grid capacity. By 2020, the
overall installed hydropower capacity in the region is expected to reach 380 GW.
Moreover, the PRC government is planning to expand the capability of power
transmission from Western China to Eastern China, which is likely to reach more
than 100 GW by 2020.

. Technology Development in Energy Services: Comprehensive energy service covers
energy planning and design, construction, multi-energy operation services and
investment services. Technology will play a larger part in its developing in which
electricity companies utilize the Internet and big-data technology, and combines
them with clean energy services to provide a new business model for energy

services.
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ENTRY BARRIERS
Entry Barriers in the PRC Power Industry

According to the Euromonitor Report, entrance into the PRC power industry is subject to

the following barriers:

. Administrative and Technology Barrier: Currently, a new market entrant must obtain
Electric Power Business License from the NEA. To obtain such licence, the new
entrant shall demonstrate that it has the necessary technologies, environment
protection methods and engineering capability, all of which would make competition

difficult if the new entrant lacks the necessary experience;

. Investment Barrier: Initial investment to build power plants could be substantial for
small- and medium-sized private companies. According to the Euromonitor Report
it is also difficult to acquire existing power plants due to the high capital costs
involved. The same also applies for the construction of power grids, which requires
large amount of initial capital outlay as well as expenses relating to their ongoing

operation and maintenance; and

. Resource Barrier: There are limited locations to establish power generation plants
in China and Sichuan Province as thermal power plants require nearby fuel
resources or convenient fuel transportation channels, while hydropower plants

require locations that have sufficient water flow to generate power.
Entry Barriers in the PRC EECS Industry

According to the Euromonitor Report, the entry barriers for the EECS industry primarily
comprise licensing and technological requirements. Electric Power Business License (78 J12£
B #Fn] #) issued by the NEA is generally required to conduct the EECS business in the PRC
and the Construction Enterprise Qualification Certificate and Work Safety License issued by
administrative departments of construction. In order to obtain such license, adequate
preparations in related technologies, environmental protection methods and engineering
capabilities are necessary. Therefore, it would be difficult for new market entrants with no or
little relevant business experience or technological and engineering know-how to effectively

compete in the marketplace.
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Our business operations are subject to extensive supervision and regulation by the PRC
government. This section sets out (i) an introduction to the major PRC government authorities
with jurisdiction over our current operations; and (ii) a summary of the main laws, regulations
and policies to which we are subject. For the laws and regulations relating to taxation and
foreign exchange in the PRC, please refer to Appendix III to this prospectus.

SUPERVISION OF STATE-OWNED ASSETS

According to the Interim Regulations on the Supervision and Administration of
State-owned Assets in Enterprises ( (3R A & BB MY TH]) ) promulgated and
implemented on May 27, 2003, and subsequently revised and became effective on January 8,
2011, the State-owned assets in enterprises belong to the State. The State implements the
administration system for State-owned assets in which the State Council and local people’s
governments shall, on behalf of the State, respectively perform the contributor’s duties and
enjoy the owner’s rights and interests, State-owned asset supervision and administration bodies
shall support enterprises’ independent and legal business operations, and may not intervene in
the production and business activities of the enterprises except for performing the contributor’s
duties.

The main duties of a state-owned asset supervision and administration body are:

. performing the contributor’s duties for contributed enterprises and protecting the
owner’s rights and interests in accordance with the Company Law and other laws
and regulations;

. directing and promoting the reform and restructuring of the State-owned and
state-controlled enterprises;

. dispatching the board of supervisors to contributed enterprises pursuant to the
provisions;

. appointing, removing, and assessing the principals of contributed enterprises
according to statutory procedures, and awarding or punishing them according to
assessment results;

. supervising the maintenance of, and the increase in the value of, the state-owned
assets in enterprises through statistics, auditing or otherwise; and

. performing other duties of the contributor and other matters handed over by the
people’s government at the corresponding level.

The state-owned asset supervision and administration body under the State Council may,
apart from performing the duties provided for in the preceding paragraph, set forth the rules
and regulations on the supervision and administration of the state-owned assets in enterprises.

According to the Interim Administrative Measures for State-owned Assets in Enterprises
of Sichuan Province ( VU)I[EHZERAERE LR EMEITIFE) ) promulgated by the
Sichuan Provincial government on November 20, 2007 and came into effect on December 20,
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2007, the state-owned asset supervision and administration bodies of people’s governments at
the higher level shall, in accordance with the law, direct and supervise the state-owned asset
supervision and administration carried out by people’s governments at the lower level.
State-owned asset supervision and administration bodies shall report the supervision and
administration of the state-owned assets in enterprises, the maintenance of, and the increase in
the value of, state-owned assets, and other major matters to the people’s governments at the
corresponding level.

Foreign Investment Direction and the Industry Catalog

Investment in the PRC conducted by foreign investors and foreign-owned enterprises
shall comply with the Provisions Guiding Foreign Investment Direction (3§ &4 & 75 [ #i
%E), which were promulgated by the State Council on February 11, 2002 and came into effect
on April 1, 2002, and the current Industry Catalog for Guiding Foreign Investment (JMi% &
FE TR H #%) (the “Foreign Investment Catalog”), which was jointly promulgated by the
NDRC and MOFCOM on June 28, 2017 and came into effect on July 28, 2017. Under the
Foreign Investment Catalog, foreign-invested industries are classified into two categories,
namely (i) encouraged foreign-invested industries; and (ii) foreign-invested industries which
are subject to the Special Administrative Measures for Access of Foreign Investments
(Negative List for Access of Foreign Investments) (the “Negative List”). The MOFCOM and
NDRC jointly promulgated the Negative List of the version of 2018 on June 28, 2018, which
became effective on July 28, 2018 to replace the Negative List under the Foreign Investment
Catalogue that was revised in 2017. The Negative List is further divided into restricted
foreign-invested industries and prohibited foreign-invested industries. Unless otherwise
provided in the PRC laws, the industries which are not set out in the Negative List are
permitted foreign-invested industries. Where the items set forth in the encouraged foreign-
invested industries and the Negative List overlap, such items enjoy encouraged policies and

shall comply with the relevant access provisions.

According to the current Foreign Investment Catalog and the Negative List, construction
and operation of power grid is in the encouraged foreign-invested industries category and no
longer required to be restricted to the form of a Sino-foreign cooperation or joint venture
controlled by the Chinese parties since the Negative List of the version of 2018 become
effective.

PROJECT APPROVAL AND EXAMINATION

According to the Government Approved Investment Project Directory (2016 version)
( CBURZHEMICE B H#k) (20164F4%)), which was promulgated and effected on December
20, 2016, hydropower stations projects with a per station installed capacity of SO0MW or above
built on trans-boundary rivers or on rivers crossing provinces (autonomous regions or
municipalities directly under the Central Government) shall be subject to the approval of the
competent investment department under the State Council. Among them, the projects with a
per-station installed capacity of 3 GW or above or involving 10,000 displaced residents or
above shall be subject to the approval of the State Council; while other projects shall be subject
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to the approval of local governments. Power grid projects with +/-500 kV or above DC power
projects for cross-border or cross-provinces (autonomous regions or municipalities directly
under the Central Government) power transmission, and the 500 kV, 750 kV, and 1,000 kV AC
for cross-border or cross-provinces (autonomous regions or municipalities directly under the
Central Government) power transmission shall be subject to the approval of the competent
investment department under the State Council. Among them, the with +/-800 kV or above DC
projects and the 1,000 kV AC projects shall be submitted to the State Council for registration;
the +/-500 kV or above DC power projects for non-cross-border or non-cross-provinces
(autonomous regions or municipalities directly under the Central Government) power
transmission, and the 500 kV, 750 kV, and 1,000 kV AC for non-cross-border or non-cross-
provinces (autonomous regions or municipalities directly under the Central Government)
power transmission shall be subject to the approval of provincial governments following the
relevant program developed by the State, while other projects shall be subject to the approval
of local governments following the relevant program developed by the State.

According to the Decision of the State Council on Reforming the Investment System
( CBARBEBR SIS PE) ), which was promulgated and effected on July 16, 2004, the
State has made a series of reforms on the original investment system since the reform and
opening to the outside world, which have broken the highly centralized mode of investment
administration under the planned economic system tradition, and have formed a new pattern of
multi-investors, multi-channels of capital resources, and diversification of ways of investment,
as well as market-oriented project construction, whereas there are still many problems
remained to be solved in the current investment system. Accordingly, the State Council has

decided to further deepen the reform of investment system from the following aspects:
. the guidelines and targets for deepening the reform of the investment system;

. the transformation of the administrative functions of the government and the
establishment of the status of enterprise as the main subject of investment;

. the improvement of the government investment mechanism, and regulate the
government investment acts;

. the strengthening and improvement of macro-control over investment;
. the strengthening and improvement of supervision over investment.
REGULATIONS ON THE POWER INDUSTRY

According to the Electric Power Law ( (W3 NRILFIE T J175) ) promulgated on
December 28, 1995 and amended on August 27, 2009 and April 24, 2015, respectively. The
administrative department of electric power under the State Council shall be responsible for the
supervision and control of the electric power industry in the whole country. The departments
concerned under the State Council shall be responsible for the supervision and control of the
electric power industry within their own limits of authorities. The competent comprehensive

- 107 -



REGULATORY ENVIRONMENT

administrative department of economy under the local people’s government at county level or
above is the administrative department of electric power within its own administrative region,
and shall be responsible for the supervision and control of the electric power industry.
Meanwhile, the electricity price shall be based on the principle of unified policy and unified
pricing, and be managed at different levels.

The Electric Power Regulatory Ordinance ( (& JJ B4 #47) ), which became effective
on May 1, 2005, is formulated by the State Council for the purpose of strengthening electric
power supervision, regulating the supervision of electric power, and improving the electric
power supervisory system. It sets forth regulatory requirements to maintain the order of the
electric power market, protect the legitimate rights and interests of those who invest in, manage
or consume the electric power and the social public interests, to guarantee the safe and stable
operation of the electric power system and to promote the sound development of the electric
power industry.

Pursuant to the Administrative Regulations on Power Business Licenses ( & JJ 35577 nl
R IKIE) , the “Power Business Licenses Regulations”), which was promulgated on
September 28, 2005 by SERC, and became effective on December 1, 2005 and was revised and

effected on May 30, 2015, the PRC power industry adopted the market-access permit system.

Pursuant to the Power Business Licenses Regulations, unless otherwise provided by the
SERC, no company or individual in the PRC may engage in any electric power business
(including power generation, transmission, dispatch and sales) without obtaining an electric
power business permit issued by the SERC.

To apply for a business permit for power generation, the following conditions must be
fulfilled:

. construction of the power generation plant has been examined and approved or
verified by the relevant competent department;

. the power generation facilities have the capability of power generation; and

. the power generation project meets the relevant regulations on and requirements for
environmental protection.

In addition, to apply for a business license for power supply, the following conditions
must be fulfilled:

. having the business area of power supply that has been approved by the relevant
competent department;

. having the power supply network as well as business outlets appropriate to the
business of power supply it has applied for engaging in;

. having promised to perform the general social obligations of power services; and
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. its power supply project meets the relevant regulations on and requirements for
environmental protection.

Pursuant to the Regulations on Electric Power Supply and Consumption ( €& Jj{itJE 5l
&%) ), which was promulgated on April 17, 1996, became effective on September 1,
1996, and was revised and effected on February 6, 2016, the establishment or change of electric
power supply areas within the territory of a province, autonomous region, municipality directly
under the Central Government, shall be applied for by the power supply enterprise, such an
application shall be examined and approved by the administrative department of electric power
under the people’s government of the province, autonomous region, or municipality directly
under the Central Government, in consultation with relevant departments at the same level; and
upon approval, the said administrative department of electric power shall issue thereto a Permit
for Electricity Supply. The establishment or change of an electricity supply area that involves
two or more provinces, autonomous regions or municipalities directly under the Central
Government shall be examined and approved by the administrative department of electric
power under the State Council, which, upon approval, shall issue thereto the Permit for
Electricity Supply.

According to the Measures on Supervision and Administration of the Work Safety of
Electricity Industry ( (EEJLREEEEEMINEL) , the “Measures on Supervision”),
promulgated on February 17, 2015 and became effective on March 1, 2015, power generation,
operation and supply must operate safely in accordance with the provisions as set by the local
power grid. In case of extraordinary or serious physical accident, or accidents of power,
equipment damage, power plant collapse or fires, power plants are required to report
information regarding accidents of power and incidents of power safety, and commence
emergency treatment in time, conduct investigation on incidents of power safety.

Pursuant to the Regulations on the Administration of Electric Power Dispatch to
Networks and Grids ( 443 & HH451) ), which was promulgated by the State Council on
June 29, 1993 and became effective on November 1, 1993 and was revised and effected on
January 8, 2011, the power grid operation shall be implemented in accordance with centralized
dispatching and grading management principles, and those grid-connected operating power
generation plants and power grids shall be in compliance with centralized dispatching by the
dispatch institutions. Additionally, these grid-connected operating power generation plants and
power grids shall strictly perform with the grid-connected agreements, which shall be executed
in accordance with the principle of equality and mutual benefit before grid-connected
operation.

Pursuant to the Dispatch Regulations and the Implementation Measures for Regulations
on the Administration of Electric Power Dispatch to Networks and Grids ( &4 B4 HL
1) B it B ) ), which was implemented on October 11, 1994, dispatch centers are established
at each of five levels: the national dispatch center, the dispatch centers of the interprovincial
(autonomous regions and municipalities included) power grid, the dispatch centers of the
provincial-level power grid, the dispatch centers of the power grid of municipalities under
provinces and the dispatch centers of the county power grid. Each power plant receives on a
daily basis from its local dispatch center a projected hour-by-hour output schedule for the
following day, based on expected demand, the weather and other factors.
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Pursuant to the Administrative Measures of Power Planning ( (& I EIE L) ),
promulgated by the NEA on May 17, 2016, the NEA is the department in charge of power
planning within the PRC, where the provincial energy department’s mandate is at the level of
the Province. Two authorities manage the power planning work at national and provincial
levels, respectively, in accordance with the principles of “led by government, supported with
institution research, followed by argumentation and consultation, participated by multiple
parties, achieved by scientific decision-making.”

Rural Power Grid

Pursuant to the Notice on Facilitating the Construction (Transformation) of Rural Power
Grid (Ji Dian [1998] No. 73) ( (BUZ 8@ at#1Z: B & B NP A B4 2 sl (o) TARA B
ERHEAD (FHEE[1998]73%%)), which was implemented on July 8, 1998, the construction of
rural power grid shall implement the system of project capital funds (JHH &A Sl %),
pursuant to which, project capital funds from electricity construction funds of central
governmental fiscal appropriation (1 SFFHH#K) and electricity enterprises’ own funds shall
not be less than 20% of the total investment of rural power grid projects and the remaining
funds is settled by loans with government subsidized interests (ffi /5 £3K) we obtained from the

banks as arranged by the government.

According to the Management Regulations of Collection and Use of the Rural Power Grid
Transformation Repayment (Cai Qi [2001] No. 820) ( <2 #8485 & #ulk il F & FEHEA 1Y 8
) (W [2001] 820%%)) issued by the Finance Bureau of the PRC on December 17, 2001, the
effective period of which was extended on January 8, 2007, it was specifically indicated that
“One Province Multiple Borrowers (—#ZH)” policy is applicable to amongst other

provinces of the PRC, Sichuan Province.

According to the Notice on Repayment of Upgrade and Transformation of Rural Power
Grid (Jijiage [2001] No. 2466) issued by the National Development and Reform Commission
and the Ministry of Finance of the PRC ( (B¢ st #|Z% B & - WEERE N B dus 2 8 f
B ER A (FHERS [2001] 2466%%)), which was implemented on November 23, 2001, the
repayment to Construction Funds shall be collected from end-users at the rate of RMB2 cents
per kilowatt hour which has been included in the electricity price to be paid by such users (the
“RMBO0.02 Repayment Plan (W 47£& %2 85t #1)”) after the expiration of the policy of electricity
construction funds contributed by RMB?2 cents per kilowatt hour during the period of the Ninth
Five Year Plan, i.e. from 1996 to 2000 (“JLF”HAM]). The funds from the RMB2 cents
Repayment Plan (the “Rural Power Grid Repayment Funds” (JR#1#EEE %)) shall be
specifically used for repayment of the principal and interests of the special purposed loan for
the rural power grid projects.

According to the Notice on the Policy Issues Regarding Extension of Seventeen
Governmental Funds Including Rural Power Grid Repayment Funds (Cai Zong [2007] No. 3)
( CHF B B A A A A 7 B R < 5 1 7 TH U I 2 4 BOR PR R ) WA%[2007]35%)  issued
by the Ministry of Finance of the PRC on January 8, 2007, the Rural Power Grid Repayment
Funds expired at the end of 2006 remain effective as approved by the State Council.
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According to the Notice on Publication of Implementation Opinions of Collection,
Utilization and Management of Rural Power Grid Repayment Funds (Chuan Ban Fa [2002] No. 24)
(P11 N BBUR 2 R B B3 70 )1 44 J A8 0 < e o /8 P ot 2 P R ()1 | e
[2002]24%%)) ) issued by the People’s Government of Sichuan Province on June 26, 2002, the
utilization budgeting of Rural Power Grid Repayment Funds shall be compiled by the legal
person at the provincial level of rural power grid projects in accordance with relevant
regulations and approved by the Ministry of Finance of the PRC after reviewed by Sichuan
Province Department of Finance and Sichuan DRC. For the approved utilization budgeting, the
legal person at the provincial level of rural power grid projects may apply to the Ministry of
Finance of the PRC for appropriation of Rural Power Grid Repayment Funds monthly. Each
power grid operating enterprise should deduct certain exempted types of electricity sales before
levying such Rural Power Grid Repayment Funds. The exempted part includes (i) electricity
usage on the agricultural irrigation and drainage, disaster relief and the production of nitrogen
fertilizer, phosphate fertilizer, potash fertilizer and those compound fertilizers permitted by the
former Ministry of Chemical Industry; and (ii) self-owned power plant capacity, excluding the
electricity of sales. In addition, electricity consumed by the state-owned key coal enterprises
for production, nuclear industry uranium diffusion plants and heap chemical plants fall within
the scope of reduced levy standard. A power grid operation enterprise that collects the Rural
Power Grid Repayment Funds may withdraw commission fees at an annual rate of 0.02% of
the collection amount, which is accounted for as the enterprise’s accounts payable relating to
salaries and wages. The amount of electricity that forms a part of the mutual power supply
between electricity enterprises is also subject to the Rural Power Grid Repayment Funds. When
paying the Rural Power Grid Repayment Funds, such electricity enterprises should deduct the
applicable amount of Rural Power Grid Repayment Funds from the amount of electricity
revenue generated from the mutual power supply between these enterprises. The utilization
budgeting and appropriation application of local electricity companies are coordinated and
integrated by the legal person at the provincial level of rural power grid projects.

Pursuant to the Notice on Publication of Management Regulations (Fagaiban Energy
[2016] No. 671) ( I HE B0 2 e J Bl A B8 <P — i S AN "B A O& TH AR H I H A B
WS A (BEOIFREVR[2016]6715%)),which was implemented on March 15, 2016, the
program management of Rural Power Grid’s Upgrade and Transformation should follow the
principle of “unified management, hierarchical responsibility, organized by government,
implementation by enterprise, strengthening regulation, improving benefits.” Under the
leadership and supervision of government organization at all levels, the eligible local
electricity companies are responsible for the construction of the program. The construction
fund of Rural Power Grid’s Upgrade and Transformation program shall be raised from various
channels, following the principle of “enterprises as the main body, government as the
supporter.” The construction for the Rural Power Grid’s Upgrade and Transformation should
have the basic construction procedure executed in strict rotation, carrying out corporation
liability system, capital system, bidding and tendering system, engineering supervision system,

and contract management system.
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Pricing Rule

According to the Power Tariff Reform Plan ( (FEEMH/7%) , the “Reform Plan™),
approved by the State Council on July 9, 2003, the reform of power tariff constitutes a
significant part of the reform of electricity power system, and is of importance to establish,
strengthen and optimize the electricity market and power resource. Accordingly, a long-term
objective is set up therein, which is, on the basis of consistently deepening the reform of
electricity power system, to establish a standardized and transparent power tariff managing
mechanism.

On March 28, 2005, the NDRC formally promulgated the implementation measures of
tariff reform, including Interim Provisions for the Administration of Grid Power Price ( { [
EAEEHEATHEE) ), Interim Provisions for the Administration of Power Transmission and
Distribution  Prices ( (HiFCE(EHE MY 17HHEL) ) and Interim  Provisions for the
Administration of Power Selling Prices ( (#§& BEE MY ITHHE) ), which specified the
authorities of tariff management and regulated the pricing mechanism of grid power, the power
transmission and distribution and the sales of power.

Pursuant to the Provisional Measures for the Administration of On-grid Tariff ( {_-#%&
EERE 71 ), which is promulgated on March 28, 2005 and became effective on May 1,
2005, for power plants within the regional grids that have not implemented competitive bidding
mechanisms, on-grid tariffs will be determined and announced by relevant pricing bureaus
based on production costs plus a reasonable investment return. For power plants within the
regional grids that have implemented competitive bidding tariff-setting mechanisms, on-grid
tariffs are two folds: (i) a capacity tariff determined by the NDRC based on the average
investment cost of the power generators competing within the same regional grid; and (ii) a
competitive tariff determined through the competitive bidding process.

According to the Notice on Standardizing the Management of Electricity Trading Prices
and others ( CHNHH TERESC 2 (EASEHEA BN ERMEN) ), issued and effected on
October 11, 2009, except for inter-provincial or inter-regional power transactions, all on-grid
tariffs shall be determined according to the tariffs set by the government department in charge
of tariffs (exceptions stipulated by the state excluded). All renewable energy operators
(excluding hydropower operators) must follow the on-grid tariffs as approved by the
departments in charge of tariffs.

According to the Certain Opinion of the CPC Central Committee and the State Council
on Further Implementation of System Reform in Electricity Industry ( {HAtH g ~ BH5 B B
RHE— B AL B B 1927 T & 5D ), which was promulgated on March 15, 2015, by the
CPC Central Committee and the State Council, it provided that except for the public welfare
situation, the power selling price and on-grid power price formed by the market will be
implemented step by step. Such Opinion has further provided that the on-grid power price of
such power generation enterprises that participate in the power market transactions would be
determined independently by the power generation enterprises, the users or the electricity
selling institutions through negotiation, market competitive bidding or any other methods.
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Furthermore, the users’ purchasing price would constitute three main parts, namely, (i) the
market transaction price; (ii) power transmission and distribution price, including line loss; and
(iii) governmental funds and the other on-grid power price, which was not a result of directly
participating in the power market transactions or market competitive bidding transactions. The
power consumption of residents, agriculture, important public utilities and public welfare
services shall continually be regulated and formed by the government.

According to the NDRC No. 5 Announcement of 2017 ( {HZEIFRAMEL B &4
20174F555%%) ), which was promulgated on July 13, 2017 by the NDRC, the NDRC decided
to abolish certain price regulation and management documentation, among which, the Notice
on Printing of the Implementation of Reform of Power Tariff ( <[Bi* E[ %8 5 {8 oit 4 B it Ak
HYFEAI) ) issued by the NDRC on March 28, 2005 had three attachments, namely, Interim
Provisions for the Administration of Grid Power Price ( { L4 E(EEHEITHHE) ), Interim
Provisions for the Administration of Power Transmission and Distribution Prices ( ¥ it % &
B ATHHE) ) and Interim Provisions for the Administration of Power Selling Prices ( {£§
EEEEYITHHL) ). These regulations were abolished for the purpose of further reducing
the administrative intervention by the government, optimizing services and advancing legal
administration and price management. After the abolishment of such implementation of power
price reform, the Sichuan Development and Reform Commission has issued the Notice of
Pricing Catalogue of Sichuan Province ( CBHRENEE<IU)I & EEH $k>HE%1) ) and the
Notice of Adjustment of the Provincial Power Grid Management Jurisdiction and Related
Issues ( CEAMA SRR A G B EEE HHERABSEIHMESN) ) in April and May of 2018 to
regulate that the transmission and distribution price, power selling price of provincial power
grid enterprises and the grid power price of such power generation entities dispatched by
provincial power grid enterprises would be determined by the provincial pricing administrative
authorities. Our subsidiaries, including Yibin Electricity, Xingwen Electricity, Pingshan
Electricity, Gong County Electricity, Gao County Electricity and Junlian Electricity, are
included in the catalogue of the provincial power grid enterprises, which are subject to the

power tariff management by the Sichuan Development and Reform Commission.
BUSINESS QUALIFICATIONS AND LICENSES
Electric Power Business Licenses

According to the Power Business Licenses Regulations, an enterprise that engages in any
electric power business scope including power generation, power transmission and power
supply within the territory of the PRC shall obtain the electric power business license. Unless
the special circumstances as prescribed by the SERC arise, no enterprise or individual may
engage in any electric power business before obtaining an electric power business license.

The electric power business license shall be divided into 3 categories: power generation,
power transmission and power supply and the term of validity of an electric power business
license is twenty years. The electric power units shall reapply for the recertification within 30

days prior to its expiration.
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Power Supply Business License

Pursuant to the Regulations on Electric Power Supply and Consumption and the
Classification and Management Measures of Power Supply Business Areas ( {fit &% 2E @ # />
JAEBRIEE) ), with respect to the establishment of and changes to the power supply business
areas within the Provinces, autonomous regions and municipalities, the power supply
enterprises shall apply for the setting of power supply business areas. After the application is
reviewed and approved by power management departments of the people’s government of the
Provinces, autonomous regions and municipalities and the relevant departments of similar
levels, the Power Supply Business License shall be issued by the abovementioned power
management departments.

Water Collection License

The PRC Laws and regulations regulating water collection include (i) Water Law of the
PRC ( (H3E NRILFE7KE) ), which was promulgated by the Standing Committee of
National People’s Congress (the “NPC Standing Committee”) on January 21, 1988 and
amended on August 29, 2002, August 27, 2009 and July 2, 2016; (ii) the Regulations on
Administration of Water Collection License and Collection of Water Resources Charges ( {HX
IKFF AT FACE R 2 B S B B1) ), which was promulgated on February 21, 2006 and
implemented on April 15, 2006 and amended on March 1, 2017 by the State Council; and
(iii) the Measures on Administration of Water Collection License ( (HUKFFA] & HIEL) ),
which was promulgated and implemented on April 9, 2008 and was revised and came into
effect on December 16, 2015 and December 22, 2017 by the Ministry of Water Resources.
According to such laws and regulations, except for those who are not required to apply for
water intake permit under the legal requirements, entities and individuals, which obtain water
resources from rivers, lakes and underground water and have water extradition works or
facilities completed and operated for over 30-days, shall, in accordance with the provisions of
the water collection system and the system of paid use of state water resources, apply to the
water administration departments or water shed authorities for a water collection license, and
pay the water resource fees and thus obtain the right to collect water. Water collection entities
or individuals shall collect water according to the approved annual water collection plan. In the
event that the water collection exceeds the limit under the plan or a fixed amount, water
resources fee shall be paid on the excess part.

Water collection license generally lasts for five years but no more than ten years. Upon
the expiration of the valid term, water collection entities or individuals who seek for extension
shall submit their applications to the former approval authorities within 45 days prior to the
expiration.

Permit for Installing (Repairing, Debugging) Electric Power Facilities

Pursuant to the Administration of Permit for Installing (Repairing, Debugging) Electric
Power Facilities ( (R ~ #l) B IGFF T i & HHHL) ), as promulgated by SERC on
December 12, 2004 and become effective on March 1, 2005, amended on December 9, 2009
and came into effect on March 1, 2010 and subsequently revised and effected on May 30, 2015,
to engage in business on the installing, repairing and debugging of electric power facilities,
which specifically refers to the installing, repairing and debugging of facilities for electricity
transmission, electricity supply and electricity receiving, within the territory of the PRC, a
permit thereof shall be obtained in accordance with the said regulation. The abovementioned
permit includes three types, namely installing permit, repairing permit and debugging permit.
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Construction Enterprise Qualification Certificate

According to the Construction Industry Enterprise Qualification Management Regulation
( (R SRS TR E) ), which was promulgated on January 22, 2015 and became
effective on March 1, 2015, and was revised on September 13, 2016 and become effective on
October 20, 2016, the construction enterprise, which are engaged in the business of
construction engineering and line piping equipment installation projects shall obtain the
Construction Enterprise Qualification Certificate.

Work Safety License

According to the Regulation on Work Safety Licenses ( (%24 FFAIaEMEH]) )
promulgated and implemented on January 13, 2004 and amended on July 18, 2013 and July 29,
2014, the state applies a work safety licensing system to enterprises engaged in construction.
Before starting production, a construction enterprise shall apply for the work safety license to
the department in charge of the issuance and administration of work safety licenses. No
construction enterprises may engage in production activities without work safety licenses.

The administrative departments of construction under the people’s governments of
provinces, autonomous regions, and municipalities directly under the Central Government shall
be in charge of issuance and administration of work safety licenses for construction enterprises,
and be subject to the guidance and supervision of the administrative department of construction
under the State Council. The valid period for a work safety license 