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香港交易及結算所有限公司及香港聯合交易所有限公司對本公佈的內容概不負責，對其準確性或完

整性亦不發表任何聲明，並明確表示，概不對因本公佈全部或任何部份內容而產生或因倚賴該等內

容而引致的任何損失承擔任何責任。

本公佈僅供參考，並非要約出售或邀請要約購買任何證券，而本公佈或其任何內容亦不構成任何合

約或承諾的基礎。本公佈並非在美國出售證券的建議。本公佈及其任何副本不得帶入美國或在美國

分發。有關證券並無亦不會根據 1933年美國證券法（經修訂）登記，未辦理登記或未獲豁免登記則證

券未必可在美國發售或出售。證券不會在美國進行公開發售。

（於香港註冊成立之有限公司）
（股份代號：392）

建議發行由本公司提供擔保之債券

本公佈乃根據上市規則第 13.09(2)(a)條及香港法例第 571章《證券及期貨條例》第

XIVA部所載內幕消息條文而作出。

發行人（本公司全資附屬公司）建議向豁免美國證券法登記規定的交易中之機構

投資者進行有擔保以歐元計值債券之國際發售。債券不會在香港進行公開發售。

就建議債券發行而言，本公司將向若干機構投資者提供本集團截至 2014年 12月

31日止年度之經審核綜合財務報表（包括所有附註及相關核數師報告、最新之風

險因素以及本集團業務之公論，之前並未公佈）。有關資料在向機構投資者公佈

時，大約同時亦可於本公司網站www.behl.com.hk供查閱。建議債券發行之定價

（包括本金總額、發行價及利率）將透過聯席全球協調人及賬簿管理人及聯席賬簿

管理人進行之入標定價程序釐定。落實債券之條款後，聯席全球協調人及賬簿管

理人、聯席賬簿管理人、發行人及本公司將訂立認購協議。
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倘債券獲發行，發行人擬將債券所得款項淨額轉貸給本公司。本公司擬將收取的

所得款項淨額用作現有債務的再融資、營運資金及一般公司用途。

發行人已向愛爾蘭證券交易所申請債券納入全球交易市場（愛爾蘭證券交易所的

交易監管市場）的正式名單及進行交易。發行人並無亦不會尋求債券在香港上市。

由於截至本公佈日期並未訂立有關建議債券發行之具約束力協議，建議債券發行

可能會或可能不會落實。建議債券發行之完成視乎市況及投資者踴躍情況而定。

投資者及本公司股東於買賣本公司證券時務請審慎行事。

本公司將於適當時候就建議債券發行刊發進一步公佈。

建議債券發行

緒言

發行人（本公司全資附屬公司）建議向豁免美國證券法登記規定之交易中之機構投資

者進行有擔保債券之國際發售。債券不會在香港進行公開發售。債券預期由發行人

發行及由本公司擔保。

就建議債券發行而言，本公司將向若干機構投資者提供本集團截至 2014年 12月 31

日止年度之經審核綜合財務報表（包括所有附註及相關核數師報告、最新之風險因

素以及本集團業務之公論，之前並未公佈）。有關資料在向機構投資者公佈時，大

約同時亦可於本公司網站www.behl.com.hk供查閱。建議債券發行之定價（包括本金

總額、發行價及利率）將透過聯席全球協調人及賬簿管理人及聯席賬簿管理人進行

之入標定價程序釐定。落實債券之條款後，聯席全球協調人及賬簿管理人、聯席賬

簿管理人、發行人及本公司將訂立認購協議。
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建議債券發行之定價（包括本金總額、發行價及利率）將透過聯席全球協調人及賬簿

管理人及聯席賬簿管理人進行之入標定價程序釐定。落實債券之條款後，聯席全球

協調人及賬簿管理人、聯席賬簿管理人、發行人及本公司將訂立認購協議。

債券及本公司的相關擔保尚未及不會根據美國證券法進行登記。因此，債券將遵照

美國證券法S規例僅在美國境外之離岸交易中提呈發售或出售。

建議債券發行之理由

本集團為中國主要大型企業之一，主要從事燃氣傳輸及分銷、污水處理業務、啤酒

廠經營及固體廢棄物處理業務。發行人為一間於英屬處女群島註冊成立之公司，由

本公司全資擁有。

倘債券獲發行，發行人擬將債券所得款項淨額轉貸給本公司。本公司擬將收取的所

得款項淨額用作現有債務的再融資、營運資金及一般公司用途。

上市

發行人已向愛爾蘭證券交易所申請債券納入全球交易市場（愛爾蘭證券交易所的交

易監管市場）的正式名單及進行交易。發行人並無亦不會尋求債券在香港上市。

由於截至本公佈日期並未訂立有關建議債券發行之具約束力協議，建議債券發行可

能會或可能不會落實。建議債券發行之完成視乎市況及投資者踴躍情況而定。投資

者及本公司股東於買賣本公司證券時務請審慎行事。

本公司將於適當時候就建議債券發行刊發進一步公佈。
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釋義

在本公佈中，除文義另有所指外，以下詞語具有以下涵義：

「董事會」 指 董事會

「債券持有人」 指 債券之持有人

「債券」 指 如本公佈所述，發行人擬發行之有擔保以歐元計值

債券

「本公司」 指 北京控股有限公司，一間於香港註冊成立之有限公

司，其股份於聯交所主板上市

「董事」 指 本公司董事

「本集團」 指 發行人、本公司及其附屬公司或聯屬公司

「香港」 指 中國香港特別行政區

「發行人」 指 Talent Yield (Euro) Limited，一家於英屬處女群島

註冊成立之有限公司，為本公司之全資附屬公司

「聯席賬簿管理人」 指 澳新銀行集團有限公司以及星展銀行有限公司

「聯席全球協調人及 指 德意志銀行倫敦分行及UBS AG香港分行

 賬簿管理人」

「上市規則」 指 聯交所證券上市規則

「中國」 指 中華人民共和國

「建議債券發行」 指 如本公佈所述，發行人擬發行債券

「聯交所」 指 香港聯合交易所有限公司
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「美國」 指 美利堅合眾國

「美國證券法」 指 1933年美國證券法（經修訂）

承董事會命

北京控股有限公司

副主席

周思

香港，2015年 4月 21日

於本公佈日期，本公司董事會成員包括執行董事王東先生（主席）、侯子波先生、周思先生、李福成

先生、李永成先生、鄂萌先生、姜新浩先生及譚振輝先生；非執行董事郭普金先生；獨立非執行董

事武捷思先生、林海涵先生、傅廷美先生、施子清先生、史捍民先生及楊孫西博士。



EXTRACT OF RECENT CORPORATE AND FINANCIAL INFORMATION
OF BEIJING ENTERPRISES HOLDINGS LIMITED

RISK FACTORS

Risks relating to the Group

The performance of the Group’s businesses depends on future economic growth in the PRC,
particularly Beijing

The growth of the Group’s businesses depends significantly upon the continuation of economic
development and growth in the PRC, which will increase demand for infrastructure and
utilities-related services. The PRC has experienced rapid economic development in recent years, but
no assurance can be given that such growth will continue at such rates either in the PRC generally or
in the particular areas in which the Group’s operations and investments are located (particularly in
Beijing). A sustained period of slower growth in the PRC could have a material adverse effect on the
Group’s financial condition and results of operations as well as on its prospects.

In the past, the PRC Government has implemented administrative measures to restrain economic
growth rates that were considered unsustainably high. In general, any form of government control or
newly implemented laws and regulations, depending on the nature and extent of such changes and the
Group’s ability to make corresponding adjustments, may result in a material adverse effect on its
business and operating results and its future expansion plans in the PRC. In particular, decisions taken
by regulators concerning economic or business interests or goals that are inconsistent with the Group’s
interests could adversely affect the Group’s results of operations.

The Group’s investment holding companies may encounter difficulties in realising strategic
objectives

The Company is an investment holding company with diversified investment portfolios across
non-complementary industries with subsidiaries, associate companies and joint ventures managing
operations such as natural gas, sewage and water treatment services and brewery operations. Although
the management of the Company has recently taken a more active approach in managing its core
businesses, the Company generally remains as a passive holding company. Each of the subsidiaries and
associated companies of the Company have their own management team which make decisions in
relation to operational objectives and profitability targets.

Any conflict in the management and execution of the operations of the Group will require
significant attention from management. Further, each of the subsidiaries, associate companies and
joint ventures of the Company may not be able to realise strategic objectives and other benefits within
their respective industries. The diversion of management’s attention and any difficulties associated
with the integration of future acquisitions could adversely affect the Group’s financial condition and
results of operations.

The Group may be unsuccessful in completing future acquisitions and may face difficulties in the
integration of acquired assets

The Group assesses acquisition opportunities during the course of its business to expand the
Group’s infrastructure and utilities business and enhance its competitive advantages in the PRC and
particularly, in Beijing.

The Group may consider acquiring infrastructure and utilities and other businesses in Beijing and
other parts of the PRC to expand its infrastructure and utilities business and enhance its competitive
advantages. The Group’s ability to grow by acquisition is dependent upon, and may be limited by, the
availability of suitable acquisition opportunities, its ability to negotiate acceptable acquisition terms,
and its assessment of the characteristics of potential acquisition targets.

In addition, the completion of acquisitions will be subject to regulatory approvals and a number
of risks, including the Group’s ability to fund such acquisitions and the uncertainty of the legal
environment in the PRC relating to mergers and acquisitions.
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Growth by acquisition involves inherent risks. These risks include difficulties in integrating the
operations and personnel of acquired companies, diversion of management attention from the
operation of existing businesses and potential loss of key personnel and customers of acquired
companies. No assurance can be given that the Group will be able to identify suitable acquisition
opportunities, complete such acquisitions on satisfactory terms or, if any acquisitions are
consummated, satisfactorily integrate the acquired business.

Many of the Group’s properties are subject to usage for special purposes and restrictions on transfer

A substantial portion of the land that the Group uses for its business, particularly properties
related to the natural gas distribution and transmission business are used pursuant to land use
arrangements entered into with local or provincial PRC Government authorities. Pursuant to such
arrangements, the Group obtained the land use rights through allocation and authorisation from the
local government without paying land premium to the land authorities. Such arrangements are not
formalised in all cases, and limit the Group’s usage of the property to the specific purpose for which
the original use has been granted. Under PRC laws and regulations, approvals from, and payment of
land premium to, the relevant land authorities are necessary for any transfer, lease, sale and disposal
of such allocated or authorised land or the buildings attached thereto.

No assurance can be given that the relevant PRC Government will continue to allow the Group
to use the land and properties allocated to the Group to the same extent as currently used or at all. In
addition, restrictions on transfer of such land and properties may have a material adverse impact on
the liquidity of the Group’s assets.

The Group’s joint venture partners’ interests may conflict with its interests and creditors

The Group’s joint venture partners may:

• have economic or business interests or goals that are inconsistent with those of the Group;

• be unable or unwilling to fulfil their obligations under the relevant joint venture
agreements;

• have financial difficulties; or

• have disputes with the Group.

A serious dispute with the Group’s joint venture partners or the early termination of the Group’s
arrangements or agreements with them could adversely affect its business, financial condition and
results of operations.

The Group relies on external contractors for building and pipeline construction. The Group’s
business, financial condition and results of operations, may be materially and adversely affected by
breaches of such external contractors’ contractual obligations

The Group engages external contractors for various services, including building and pipeline
construction. The Group selects external contractors through competitive bids and also through its
assessment of their capabilities and their reputation for quality and price. Completion of the Group’s
projects is subject to the performance of these external contractors of their obligations under contracts
entered with the Group, including the pre-agreed schedule for completion, and no assurance can be
given that the services rendered by any of these external contractors will always be satisfactory or
match the Group’s requirements for quality. If the performance of any external contractor is
unsatisfactory, or they are in breach of their contractual obligations, the Group may need to replace
such contractor or take other actions to remedy the situation, which could materially and adversely
affect the cost and progress of its projects. The Group may incur additional costs due to a contractor’s
financial or other difficulties. Any of these factors may have a material adverse effect on the Group’s
business, financial condition and results of operations.
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Increasing competition may adversely affect the Group’s profitability

The Group faces competition from international and local companies (including other
state-owned companies) with respect to location, facilities and supporting infrastructure, services and
pricing. The Group competes with local and international companies in capturing new business
opportunities in the PRC. A number of the Group’s competitors have greater financial and capital
resources, marketing capabilities and/or brand recognition than the Group. In addition, some local
companies have extensive knowledge and business relationships and a longer operational track record
in the relevant local markets than the Group whereas international companies are able to capitalise on
their overseas experience.

No assurance can be given that the Group will be able to compete successfully against its existing
or potential competitors or that increased competition with respect to its activities will not have a
material adverse effect on its financial condition and results of operations. If the Group cannot
respond to changes in market conditions or changes in customer preferences as effectively as its
competitors, its business, financial condition and results of operations could be materially and
adversely affected.

Any increase in interest rates may have an adverse effect on the Group’s financial performance

The Group has a substantial amount of bank borrowings and some of its bank loans have floating
interest rates linked to, among others, one to three years benchmark rates of the People’s Bank of
China (“PBOC”) and the London Interbank Offered Rate (“LIBOR”). If there is a material increase
in the reference rates during the term of the Group’s relevant loan facilities or when its current loan
facilities become due, the Group’s finance costs may increase substantially and its financial condition
and results of operations may be adversely affected.

The Group’s infrastructure and utilities businesses are reliant on concessions and franchises

The Group operates and manages its natural gas and toll roads and sewage and water treatment
projects in the PRC under concessions, franchises and key contracts. Furthermore, such projects are
subject to regulatory controls. Cancellation of any such concessions, franchises or key contracts, or
imposition of restrictive regulatory controls, may have a material adverse effect on the financial
condition and results of operations of such projects.

Risks relating to the Group’s Natural Gas Distribution and Transmission Businesses

The Group enjoys an effective monopoly over natural gas distribution in Beijing pursuant to its
concession rights, which may not be renewed

According to notices from the Beijing People’s Government dated 16 August 2005 and 21 April
2006, respectively and an implementation plan《北京燃氣有限公司管道天燃氣特許經營項目實施
方案》agreed in principle by Beijing People’s Government in 2006, the Group has been granted a
concession right to exclusively operate the natural gas network in Beijing for 25 years. According to
the “Municipal Utility Concession Administrative Measures” (the “Concession Measures”) issued by
the Ministry of Construction in March 2004 and which became effective on 1 May 2004, the
concession right of operating a natural gas network in an urban area of a city/county/province has a
maximum duration of 30 years. On 22 January 2007, the Beijing Municipal Administration
Commission issued the approval document (《北京市燃氣經營許可證》) to the Group for operating the
urban natural gas pipeline networks of Beijing.

Upon the expiry of the concession right in 2032, the concession right is subject to re-approval
by relevant governmental authorities. No assurance can be given that the Beijing People’s Government
will renew the concession once the concession expires or becomes ineffective. In the event that the
concession right in operating a natural gas pipeline network in Beijing is granted to or shared by other
piped natural gas distributors, the Group’s monopolistic status would be adversely affected and its
future development would be constrained.
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The Group relies on a single supplier for substantially all of the Group’s supply of natural gas

Currently, the Group relies on a single supplier, a subsidiary of PetroChina Company Limited
(the “PetroChina Associate Company”), for substantially all of its natural gas supply. While the
Group has bi-annual contracts with its supplier, the Group may be unable to negotiate extensions or
replacements of these contracts on favourable terms, or at all. The loss of a substantial portion of the
volumes of natural gas supplied by the PetroChina Associate Company could also have a material
adverse effect on the Group’s financial condition and results of operations.

The Group relies upon the PetroChina Associate Company to produce, in a timely manner, the
quality and volumes of natural gas for which it contracts with the Group. In the event that the
PetroChina Associate Company does not perform in accordance with its contractual obligations, the
Group may be required to seek alternative sources of natural gas supply. In the event that such supply
becomes scarce, whether as a result of lack of supply, extreme demand, political events, natural
disasters or otherwise, the Group may be required to pay more to secure natural gas supplies, which
would have a material adverse effect on its financial condition and results of operations.

The Group is subject to price controls in its markets for natural gas, which limit its flexibility to
raise or set prices and pass along cost increases

Fees charged by the Group for piped gas to residential customers and pipeline connections to
residential customers in the PRC are fixed by local pricing bureaus. In addition, fees charged by the
Group for piped gas to customers who use the natural gas for commercial or industrial purposes must
fall within a price range set by local pricing bureaus. There is no assurance that local pricing bureaus
will increase gas tariffs to take account of any future increases in natural gas prices or that the pricing
bureaus will not lower existing tariffs. No assurance can be given by the Group that such cost pass
through clause will not be adjusted on less favourable terms or revoked by the relevant authorities.
The automatic cost pass through clause is subject to review every three years.

The Group is exposed to the credit risk of its non-residential customers, and any increase in the
level of non-payment by the Group’s customers may affect its business and financial condition

Non-residential customers generally consume high volumes of piped gas and non-payment is a
major concern. Although the Group has the ability to terminate or suspend service to customers who
do not pay, any material increase in non-payment by its customers may materially and adversely affect
the Group’s financial condition and results of operation.

For the Group’s natural gas pipeline construction projects, the Group obtains full payment prior
to commencing work. For selected pipeline construction projects of the PRC government, the Group
may commence work on the project prior to receiving payment, provided it has prior approval from
the board of directors of the Company. Such situations arise typically in connection with one-time
projects which, in the opinion of the board of directors of the Company, carry low counterparty risk.
If the Group’s accounts receivables were to increase by a substantial amount without the
corresponding financing alternatives being available to fund its working capital, it would adversely
affect its operating cash flow, financial condition and results of operations.

The Group is subject to risks related to non-performance by its suppliers, and other counterparties
due to force majeure events

Substantially all of the Group’s contracts with suppliers and other counterparties have force
majeure provisions that permit such parties to suspend, terminate or otherwise not perform obligations
under their contracts upon the occurrence of certain events including, but not limited to, strikes and
other industrial or labour disturbances, terrorism, restraints of government, civil disturbances,
accidents or breakages of machinery or equipment, failure of suppliers, interruptions or delays in
transportation, or any natural disaster; all being circumstances not within the control of the party
claiming force majeure. A force majeure event under the Group’s long-term natural gas supply
contracts includes any act, event or circumstance which renders performance uneconomical for the
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Group or its supplier. If one or more of the Group’s suppliers or other counterparties do not perform
under their contracts for any extended period of time, due to the declaration of a force majeure event
or otherwise, the Group’s results of operations and financial condition could be materially adversely
affected.

The Group faces competition from competing products within the energy industry

Due to high barriers to entry, the Group does not currently face any significant direct competition
in the provision of natural gas in Beijing. The Group does, however, face competition from energy
substitutes including coal gas, liquefied petroleum gas (“LPG”) and electricity. Fuel consumers
consider factors such as connection fees, usage charges, energy content, reliability, convenience and
safety when choosing a particular type of fuel. Most major appliances, such as cooking stoves or hot
water units, can only run on a single fuel such as natural gas, LPG or electricity. There is no assurance
that existing customers will continue to choose natural gas. The Group’s success depends on its ability
to compete effectively with the existing and new energy substitutes in the PRC. Intensified
competition among energy sources may result in increased costs and downward pressure on prices, all
of which may adversely affect the Group’s business and financial condition. There is no assurance that
the Group will be able to compete successfully against existing and potential energy substitutes or that
increased competition within the energy industry will not have an adverse effect on its business and
financial condition. Any material decrease in the usage of natural gas by the Group’s customers may
materially and adversely affect its financial condition and results of operations.

The continuation of the Group’s natural gas business depends on its ability to maintain licenses

The Group conducts its natural gas business pursuant to licences from the PRC government
which authorises the Group, in some instances, to provide exclusive gas delivery services in certain
locations. The PRC government may revoke the Group’s licenses in certain circumstances based on the
recommendation of the governmental bodies charged with the regulation of the transportation,
distribution, marketing and storage of gas. The reasons for which any of the Group’s licenses in the
PRC may be revoked include:

• repeated failure to comply with the obligations under the Group’s licences and failure to
remedy a significant breach of obligation in accordance with specified procedures;

• total or partial interruption of service for reasons attributable to the Group;

• sale, assignment or transfer of the Group’s essential assets or the placing of encumbrances
thereon without prior authorisation, unless such encumbrances serve to finance extensions
and improvements to the gas pipeline system;

• bankruptcy, dissolution or liquidation;

• gas supplied failing to meet the national standards, and if such failure persists in spite of
warnings of relevant regulatory agencies and beyond grace periods, if any;

• ceasing and abandoning the provision of the licensed service, attempting to assign or
unilaterally transfer the Group’s licences in full or in part without prior authorisation, or
giving up its licenses, other than in the cases permitted therein; and

• delegation of the functions granted in such licenses without the prior regulatory
authorisation.

If any of the Group’s licences are revoked, it would be required to cease providing natural gas
distribution and transmission services. The loss of some or all of the Group’s licences on its business,
financial condition and results of operations may be material and adverse.
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The Group’s business operations are subject to risks, some of which may not be fully covered by
insurance, such as those relating to equipment and systems failure, accidents, interruptions and
terrorism and no assurance can be given by the Group that significant costs and liabilities will not
be incurred

The Group’s gas distribution and transmission systems and processing facilities are subject to
many operational and technical risks, including the breakdown or failure of equipment, information
systems and processes; the performance of equipment below capacity (whether due to misuse,
unexpected degradation, design flaws or construction or manufacturing defects); short supply of spare
parts; operator errors and labour disputes.

In addition, a natural disaster or other similar events could result in personal injury, property
damage and environmental damage, which could curtail the Group’s operations and materially
adversely affect its cash flows and, accordingly, adversely affect the Group’s ability to service its debt.
Substantially all of the Group’s gas-related operations are exposed to potential natural disasters,
including but not limited to typhoons, storms, floods and earthquakes. If one or more facilities that
the Group owns or operates is damaged by severe weather or any other disaster, accident, catastrophe
or other event, the Group’s operations may be significantly interrupted. Similar interruptions could
result from damage to production or other facilities or other stoppages arising from factors beyond its
control. The occurrence or continuance of any such events could increase costs associated with the
Group’s operations and reduce its profitability.

Although the Group believes it maintains adequate insurance coverage, the Group may not be
fully insured against all risks inherent to its business. In addition, there are certain types of losses
(such as those arising from wars, acts of terrorism or acts of God) that are generally not insured
against because they are either uninsurable or not economically insurable. If a significant accident or
event occurs against which the Group is not insured or not fully insured, the Group’s financial
condition and results of operations may be adversely affected. In addition, the Group may not always
be able to obtain insurance of the type and amount the Group desires at reasonable rates. Over time,
premiums and deductibles for insurance policies may increase substantially, and certain insurance
policies could become unavailable or available only for reduced amounts of coverage. If the Group
was to incur significant liability for which the Group is not insured or not fully insured, such liability
could have a material adverse effect on its financial position and results of operations. In addition, any
claims made under any insurance policies maintained by the Group may not be paid in a timely
manner, or at all, and may be insufficient if such an event were to occur.

Non-compliance with environmental regulations, including those to be implemented in the future,
may result in material adverse effects on the Group’s results of operations

A variety of general and industry-specific PRC environmental laws and regulations apply to the
Group’s operations such as damage caused by air emissions, noise emissions, waste water discharges,
waste pollution and solid and hazardous waste handling and disposal. Costs and liabilities relating to
compliance with applicable environmental laws and regulations are an inherent part of the Group’s
business operations. These laws can impose liability for non-compliance or clean up liability on the
generation of hazardous waste and other substances from the Group’s business operations that are
disposed of either on or off-site, regardless of fault or the legality of the disposal activities. The Group
may also be required to investigate and remedy contamination at its properties or where the Group
conducts operations, including contamination that was caused in whole or in part by previous owners
of properties. Moreover, environmental laws and regulations are becoming increasingly stringent and
may in the future impose onerous obligations on the Group or significant penalties for
non-compliance. While the Group intends to comply with applicable environmental legislation and
regulatory requirements, it is possible that such compliance may materially restrict the operations of
its business and/or result in significant costs for the Group.

In addition to potential clean-up liability, the Group may become subject to monetary fines and
penalties for violation of applicable environmental laws, regulations or administrative orders. This
may result in closure or temporary suspension or result in the imposition of restrictions on the Group’s
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operations. The Group may become involved in legal proceedings that may require it to pay fines,
comply with more rigorous standards or incur capital and operating expenses for environmental
compliance. Third parties may sue the Group for damages and costs resulting from environmental
contamination from its properties and/or production facilities.

No assurance can be given that changes in laws or regulations, including environmental laws and
regulations, will not result in the Group having to incur substantial capital expenditure to upgrade or
supplement its existing facilities or becoming subject to any fines or penalties. If the Group was to
incur significant fines or penalties or become involved in protracted litigation, or if any of its facilities
are closed or are required to temporarily suspend operations or upgrade to comply with the applicable
laws and regulations, then the Group’s financial condition and results of operations may be adversely
affected.

The Group’s revenues may be adversely affected by changes in climate brought about by global
warming

The demand and use of natural gas in the PRC is closely correlated to the weather. Natural gas
is used mainly for heating purposes in the PRC. Any global or local increase in temperature,
particularly in the markets serviced by the Group, will lead to a decrease in the demand for natural
gas. Such decrease in demand and sales will have an adverse effect on the Group’s financial condition
and results of operations.

Changes in government policies could affect the Group’s business

The Group’s business will be affected by changes in policies, laws and regulations (or the
interpretation thereof) in the PRC energy industry. For example, if the PRC government favours a
particular type of energy, other than natural gas and coal gas, due to the energy policy generally or
cost concerns, the Group’s financial condition and results of operations will be adversely affected. In
addition, recent global concerns over carbon emission may cause the PRC government to introduce
policies that may lead to restrictions on the natural gas industry, such as imposition of a carbon
emissions tax.

On 31 May 2010, the NDRC adjusted the price-setting mechanism of natural gas. In order to save
resources, to adjust the prices of natural gas with other alternative resources and to allocate natural
gas resources rationally, the NDRC decided to increase the ex-factory benchmark price of natural gas
produced by China and improve the natural gas pricing policies and related measures, which include:
removing the “dual-pricing mechanism,” and increasing the ex-factory benchmark price of onshore
natural gases produced by China; and increasing the floating range of prices. After combining the first
and second tiers of prices of onshore natural gases produced by China, the ex-factory benchmark price
may fluctuate up to 10 per cent. of the guidance price with no limit on the minimum price; and
business parties may negotiate the actual price within such floating range.

On 26 December 2011, the NDRC decided to implement the reform of natural gas price formation
mechanism in Guangdong Province and Guangxi Autonomous Region. The purpose of such reform is
to cause the ex-factory price of natural gas to be decided by the market with the government only
interfering with the price of natural gas pipeline transmission by natural monopoly. Such reform is
proposed to be carried out in the following aspects: First, change the prevailing pricing method (cost
plus pricing) to “net back pricing”, decide the pricing reference point and the types of alternative
energy, and establish the connection between the prices of natural gas and alternative energy. Second,
determine the price of natural gas at city gate in each province (region and city), based on the pricing
reference point and taking into consideration the major consumers of natural gas resources and
pipeline transmission costs. Third, the price of natural gas at city gate will be dynamic and adjusted
annually based on the changes of alternative energy prices, and will be adjusted semiannually or
quarterly in the future. Fourth, a market-oriented pricing mechanism will also be implemented to set
the prices of unconventional natural gas such as shale gas, coal bed methane and coal-to-gas.

On 28 June 2013, NDRC released the Circular on Adjustment of the Price of Natural Gas (《國
家發展改革委關於調整天然氣價格的通知》). Pursuant to the circular, the NDRC expanded the
above-mentioned reform nation-wide. Prices of natural gas will be linked to the prices of alternative
energy, and the prices will be determined at city gates, by the market (i.e., by natural gas suppliers
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and consumers themselves), subject to a ceiling price set by the government. Natural gas prices
slightly increased, but caps were set for the prices increase. Price of natural gas used to make fertilizer
cannot increase by more than RMB0.25 per cubic meter and prices of other non-residential natural gas
cannot increase by more than RMB0.4 per cubic meter. Gas prices for residential users will remain
unchanged.

On 26 February 2015, NDRC released the Circular on Adjustment of the Price of Natural Gas for
Non-residents (《國家發展改革委關於理順非居民用天然氣價格的通知》). Pursuant to the circular, the
NDRC aimed to accomplish the following: First, the maximum price of existing natural gas at city gate
and the maximum price of increased natural gas at city gate shall be the same for a province (region
and city). Second, the price of natural gas for direct users (fertilizer producers excluded) at city gate
shall be determined by the buyers and sellers directly and natural gas price for fertilizer producers will
be raised slightly. Third, gas prices for residential users will remain unchanged.

No assurance can be given by the Group that future government policies relating to the gas
industry will not affect its business and operations. If amendments to government policies or the
promulgation of new policies are adverse to the Group, its business, financial condition and results
of operations may be materially and adversely affected.

The Group’s sales of natural gas are subject to seasonal fluctuations

Gas consumption in the PRC is subject to seasonal peaks and troughs. Natural gas demand peaks
in the period when weather in Beijing and the rest of the PRC reaches low points from October to
March. Demand begins to slacken during the warm season, which typically lasts for five to six months
from May to September of each year. As such, revenue and costs typically rise during the peak season
and decrease during the slack period. In the event that there is a sudden rise in natural gas prices from
suppliers and if the Group does not have enough financial resources to withstand expenses during the
slack periods, the Group’s profitability would be adversely affected.

The Group may experience difficulties in expanding its business to new cities or regions where the
Group does not have a presence

As part of the Group’s business expansion plans, it intends to expand its natural gas distribution
and transmission network through selective acquisitions or by forming joint ventures. The Group may
face unforeseen costs, delays in negotiating terms of agreements, difficulties in obtaining licences
from local government and regulatory authorities and competition from local service providers. Any
delays in implementing the Group’s expansion plans may divert management attention from daily
activities and may have a material adverse impact on its operations, financial condition and results of
operations.

Labour disruptions could interrupt the Group’s operations

As at 31 December 2014, the Group employed approximately 49,500 employees in the PRC.
Some of the Group’s PRC employees are currently represented by labour unions. In addition,
employees of some of the Group’s suppliers, contractors or companies (in each case, especially in the
PRC) in which the Group has investments are or may become unionised in the future or experience
labour instability. Although the Group enjoys good labour relations with its employees, the Group is
unable to predict the outcome of any future labour negotiations. Any conflicts with the Group’s
employees or contractors and/or their respective unions could have a material adverse effect on its
financial condition and results of operations.

Risks relating to Yanjing Brewery’s Business

The brewery business is a highly competitive and fragmented market

The brewery industry in the PRC is highly fragmented with over 400 brewers. While the Group
maintains a competitive position in the Beijing market, the Group’s main competitors outside of
Beijing include large local and international breweries, such as the Tsingtao Brewery Group, China
Resources Snow Breweries Co. Ltd., and other numerous local breweries, many of whom have better
financial and other capital resources and marketing expertise. Competition in the brewery industry is
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expected to continue to intensify as leading breweries compete against one another to acquire local
and regional breweries in order to increase their respective market shares and this is likely to increase
price sensitivity, and may have an adverse effect on the Group’s business, financial condition and
results of operations.

Disruptions in the supply of, or price fluctuations in, the Group’s major raw materials may
adversely affect its operations

Rice, hops and malt are the major raw materials for the Yanjing Brewery’s products. The Group’s
average unit cost of beer is closely related to the market price of the raw materials, which is affected
by factors including market demand and supply, domestic government policy and the occurrence of
climatic and other natural disasters such as droughts, floods or earthquakes. No assurance can be given
that the Group will be able to adjust the prices of its products to pass on any increase in the price of
the raw materials to its customers. Any failure to pass on any significant increase in the price of the
Group’s raw materials to its customers, or any significant increase in the price of its raw materials may
have an adverse effect on the Group’s financial condition and results of operations.

Historically, the Group has purchased a large portion of its requirement of rice, malt and hops
directly from local farmers, and have not entered into any long term procurement agreements with any
of them. No assurance can be given by the Group that it will continue to be able to procure a sufficient
supply of raw materials from local farmers at a price acceptable to the Group in the future or at all.
Any interruption in the supply of the Group’s raw materials may have an adverse effect on its financial
condition and results of operations.

The Group’s performance may be affected by its relationship with its distributors

The Group’s products are primarily sold through its network of distributors. The Group believes
that it has a good relationship with most of its distributors, however, no assurance can be given that
these distributors will continue to purchase beer from the Group in the future. In the event that a
significant number of the Group’s distributors cease to purchase beer from the Group and the Group
is unable to sell beer to alternative customers, its profitability may be adversely affected.

The Group’s business may be adversely affected by any infringement of its brand names and
trademarks

The Group uses the brand names of “Yanjing,” “Liquan,” “Huiquan” and “Xuelu” and related
trademarks for its beer products. The Group believes that the use of such brand names and trademarks
is key to establishing its distinctive corporate and market identities. The passing off of products with
famous brand names and trademarks in the PRC remains a concern. Although the Group is not aware
of any material infringement of its brand names and trademarks, and there are indications that the PRC
government is tightening its control over intellectual property rights infringement, any significant or
uncontrolled infringement could have a material adverse effect on the reputation of the “Yanjing,”
“Liquan,” “Huiquan” and “Xuelu” brand names and the Group’s financial condition and results of
operations.

The Group’s business performance may be affected by a change in consumers’ preference and/or
purchasing power

Demand for the Yanjing Brewery’s products relies on the end-consumers’ acceptance of beer in
general and the purchasing power of these end-consumers. No assurance can be given that the Group’s
end-consumers will continue to purchase its brewery products in the future. If the preferences of
consumers change in the future and if they prefer other beverages or beer manufactured by other
producers, the Group’s business and financial results may be adversely affected. A sustained period
of slower economic growth in the PRC or, more specifically, in Beijing may dampen the purchasing
power of consumers in these regions and in turn have a material adverse effect on the Group’s sales
and results of operations.
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The Group’s business and financial position may be adversely affected by any claims in respect of
product liability

The Group may face claims in respect of product liability such as potential contamination of
ingredients or products by bacteria or other external agents that may be wrongfully or accidentally
introduced into products or packaging or other potential liability resulting from the handling of
brewery products. Although the Group has not experienced any material claims in respect of its
business and operations, any product or packaging problem may nevertheless affect the Group’s
business, financial condition and results of operations, as well as its reputation. Reputational damage
may in turn adversely affect the Group’s brand name and have a material adverse impact on its
financial condition and results of operations.

Risks Relating to Beijing Water’s Business

Water shortages and restrictions on the use or supply of water could adversely affect the Group’s
business

In the event of water shortages, additional costs may be incurred in order to provide emergency
reinforcement to supplies in areas of shortage which may adversely affect Beijing Water’s business,
financial condition and results of operations. In addition, restrictions on the use or supply of water
may adversely affect Beijing Water’s turnover and, in very extreme circumstances, may lead to
significant compensation becoming due to customers because of interruptions to supply, both of which
could adversely affect its business, results of operations, profitability or financial condition.

Beijing Water’s customers may make claims against it and terminate their services in whole or in
part prematurely should Beijing Water breach terms of its agreements with them or fail to
implement projects which satisfy their requirements and expectations

During the year ended 31 December 2014, the Group was engaged in various comprehensive
renovation projects for the construction of water infrastructure in the PRC and build-operate-transfer
(“BOT”) projects. No assurance can be given by Beijing Water that the construction of the above
projects will be completed on time or that these projects will be completed to the requirements and
expectations of its customers. Failure to complete projects on time or fully in compliance with the
requirements and expectations of its customers, or the delivery by it of defective systems or products,
may lead to claims being brought against it by customers and/or termination of its services in whole
or in part by Beijing Water has customers prematurely and/or calls by customers for payment of the
performance bonds Beijing Water has provided to them. Unsatisfactory design or workmanship, staff
turnover, human errors, failure to deliver services on time, default by its sub-contractors or
misinterpretation of or failure to adhere to regulations and procedures could result in delays or failures
in the construction, testing or commissioning of any water plant. As a result, Beijing Water could
experience delays in the recognition of its revenue from such projects and it may not receive payments
from its customers, which could adversely affect its cashflow. This, in turn, could have a material
adverse effect on its business, financial condition and results of operations. In addition, its reputation
may be negatively affected which could negatively affect its ability to obtain new projects.

Sewage treatment and water supply projects are capital intensive with long payback periods and
Beijing Water may require additional funding for these and other investment projects

Beijing Water is engaged in sewage treatment and water supply projects primarily on a BOT basis
and a transfer-operate-transfer (“TOT”) basis which typically require significant initial cash outlays
and have long payback periods. These projects require Beijing Water to make substantial financial
investments during the construction phase of the projects, which typically last 12 to 18 months.
Beijing Water is responsible for the costs of construction of the sewage or water treatment facilities,
and the operation of the facilities during the concession period, which may be up to 30 years, during
which period Beijing Water bears all the costs of maintenance and repair of the facilities. After the
construction is completed and commercial operations of the relevant facilities have commenced (in the
case of BOT projects) and upon obtaining the TOT Operation Right (in the case of TOT projects),
Beijing Water receives regular, typically monthly, tariff payments from customers during the
concession term.
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Due to the capital intensive and long-term nature of BOT and TOT projects and other project
formats requiring capital investment, Beijing Water cannot assure that it will be able to secure
adequate funding or refinancing for these projects on terms that are acceptable to it, or at all, or that
these projects will achieve their initial expected returns. If Beijing Water fails to obtain project
financing or refinancing for its BOT projects and other such projects in the amount budgeted or at all,
it may need to finance these projects, which may strain its resources for developing or acquiring other
projects and other corporate purposes. In addition, Beijing Water has used certain assets, including
equity interests in certain of its subsidiaries and certain sewage treatment and water distribution
concession right to secure certain of its financing. Such security will constrain its ability to dispose
such assets when required.

In addition, failure to properly perform its obligations in respect of these projects may lead to
a reduction in its returns and may even lead to a loss of all or part of its initial capital investments.
As a result, Beijing Water may not be able to undertake or acquire new projects and its business,
financial condition and results of operations may be materially and adversely affected.

Beijing Water typically only receives payment in connection with the revenue recognised from the
construction of its BOT projects on receipt of cash tariff payments during the operational phase of
its BOT projects

For each of Beijing Water’s BOT projects, once the facility is operational, it receives regular,
usually monthly, cash payments from the relevant customer based on the contractually agreed pricing
formula and the volume of sewage treated or water supplied (or the contractually guaranteed minimum
volume, if any). Beijing Water usually does not receive payments from its customers during the
construction phase of these projects. However, in accordance with HKFRS as supplemented by Hong
Kong (International Financial Reporting Interpretations Committee) — Interpretation 12 on Service
Concession Agreements (“HK (IFRIC) — Interpretation 12 on Service concession Agreements”),
Beijing Water recognises revenue from these projects during both the construction phase and the
operational phase. Beijing Water records revenue during the construction phase on the basis of
percentage of completion method, based on the cost of construction incurred plus the fair market value
of a certain mark-up on the construction costs determined by an independent appraiser. The revenue
recognised from the construction phase of a BOT project is also recognised as a service concession
receivable to be offset against the allocated amount after receipt of the cash tariff and other payments
received related to the relevant project during the operational phase. Service concession receivables
for BOT projects are settled during the concession periods of the relevant BOT projects, which can
be up to 20 to 30 years. There is no assurance that the service concession receivables will be fully
settled before the expiry of the relevant concession period, which may result in the impairment of
Beijing Water’s financial assets and adversely affect its results of operations.

Beijing Water may not be able to secure new construction projects

A substantial part of Beijing Water’s revenue is generated from its construction services for
water environmental renovation projects. For 2012, 2013 and 2014, revenue from the construction
services accounted for 53 per cent., 59 per cent. and 51 per cent., respectively, of Beijing Water’s total
revenue. Although Beijing Water expects its construction projects to provide an increasing portion of
recurring revenue in subsequent periods, a customer that accounts for a significant portion of such
revenue in a given period may not generate a similar amount of revenue, if any, in subsequent periods.
As such, in order for Beijing Water to maintain and increase its revenue and profitability, it needs to
secure additional projects from other customers and it may not be successful in doing so.

Beijing Water is subject to risks associated with technological changes

As an established integrated water solutions provider, Beijing Water must ensure that it is able
to continually provide state of the art solutions to its customers that meet their needs in order to
maintain its market share. However, there are rapid technological changes and improvements in
sewage and water treatment technology and equipment. Beijing Water’s products and technologies
must pass rigorous testing and field trials, which can be time-consuming and expensive. The
commencement and completion of the tests and field trials are subject to many factors such as delays
in producing or failure to produce test results, data or analysis, inadequate or inconclusive results,
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changes in regulatory policies or industry standards or delays by government or regulatory authorities.
Changes in regulations or standards for sewage and water treatment in regions where Beijing Water
conducts its business may also necessitate the use of new technologies or the improvement of its
existing technologies.

For example, after the outbreak of Severe Acute Respiratory Syndrome (“SARS”) in 2003, higher
standards for treatment of sewage discharged by hospitals and clinics were imposed by the State
Environmental Protection Administration, currently the Ministry of Environmental Protection of the
PRC, to prevent the spread of communicable diseases. The Ministry of Health of the PRC (the
“MOH”) and the Standardization Administration of the PRC has promulgated a total of more than 100
standards for drinking water with which Beijing Water is required to comply. Beijing Water may need
to develop new technologies or upgrade existing technologies or facilities to meet the standards
imposed by the MOH or other regulatory authorities. In the event that Beijing Water is unable to
develop or source new and enhanced sewage and water treatment solutions to keep up with such
technological changes or changes in regulatory requirements, its market share, results of operations
and profitability may be materially and adversely affected.

Beijing Water’s operations may be limited by environmental regulations, and it may be exposed to
risks relating to environmental, health and safety issues

Beijing Water’s water resources, water supply and water plant development operations could
expose it to the risk of substantial liability relating to environmental, health and safety issues, such
as those resulting from discharge of pollutants into the environment, handling, storage and disposal
of solid or hazardous materials or wastes and the investigation and remediation of contaminated sites.
Beijing Water may be responsible for the investigation and remediation of environmental conditions
at currently and formerly operated construction sites. Beijing Water may also be subject to associated
liabilities, including liabilities for natural resource damage, third party property damage or personal
injury resulting from lawsuits brought by the PRC Government or private litigants as a result of its
or its subcontractors’ activities. In the course of its operations, hazardous wastes may be generated at
third-party-owned or operated sites, and hazardous wastes may be disposed of or treated as
third-party-owned or operated disposal sites. If those sites become contaminated, Beijing Water may
be held responsible for the cost of investigation and remediation of such sites, any associated natural
resource damage, and civil or criminal fines or penalties.

Extensive regulations may limit Beijing Water’s flexibility to respond to market conditions and
competition, and its water supply operations may suffer

Revenues from Beijing Water’s water supply business operations consist primarily of tariff
payments under relevant projects or concession agreements. Adjustments to tariffs are generally
subject to regulation by various authorities in the PRC government. There is no assurance that the
government authorities will approve Beijing Water’s applications to increase tariffs. Furthermore,
even if the PRC government agrees to an adjustment to the tariff, there is no assurance that such
adjustment will fully reflect an increase in Beijing Water’s actual costs.

Beijing Water is exposed to the credit risk and payment delays of its customers

Beijing Water is subject to credit risks of its customers and its profitability is dependent on its
customers making prompt payment on billings for work performed by Beijing Water. Beijing Water’s
construction and service contracts provide for payments by instalment. If there is any delay in
payments by Beijing Water’s customers, Beijing Water’s working capital, profitability and cash flow
may be adversely affected.

The continued growth of Beijing Water’s business requires substantial capital expenditure

Beijing Water will require significant additional financing to fund capital expenditures and to
support the future growth of its business, particularly for its construction projects and acquisition of
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water plants. Historically, Beijing Water has financed its capital expenditures from various sources,
including cash flow from operations and existing credit facilities. Beijing Water’s ability to arrange
for external financing and the costs of such financing are dependent on numerous factors, including
general economic conditions, interest rates, credit availability from banks or other lenders. However,
there can be no assurance that additional external financing, either on a short-term or on a long-term
basis, will be made available or, if available, that such financing will be obtained on terms favourable
to Beijing Water. If, for any reason, adequate capital is not available when needed and at favourable
costs, such shortage of capital may have a material adverse effect on Beijing Water’s business,
financial condition and results of operations.

Failure to achieve the projected utilisation of the facilities Beijing Water operates may adversely
affect its earnings

Each of Beijing Water’s BOT and TOT projects has been or will be built to a specific design
capacity in accordance with the terms of the relevant concession agreement. Depending on the growth
in the population and level of industrialisation in the area serviced by the relevant facilities, there is
no assurance that the facilities Beijing Water operates will be able to achieve the forecast utilisation
of their design capacity, which may adversely affect its results of operations. If the facilities Beijing
Water operates are not utilised to their designed capacities, Beijing Water may not generate the
revenue and profit and its business, financial condition and results of operations may be adversely
affected.

Risks Relating to the PRC

Changes in PRC political and economic policies and conditions could adversely affect the Group’s
business and prospects

The PRC has been, and will continue to be, a significant operating base for the Group’s business.
The economy of the PRC differs from the economies of most developed countries in many respects,
including:

• structure;

• level of government involvement;

• level of development;

• growth rate;

• control of foreign exchange; and

• allocation of resources.

The PRC government has been pursuing economic reforms to transform its economy from a
planned economy to a market economy since 1978 emphasising utilisation of market forces in the
development of the PRC economy. However, a substantial part of the PRC economy is still being
operated under various controls of the PRC government and it continues to play a significant role in
regulating industries by imposing industrial policies. By imposing industrial policies and other
economic measures, such as control of foreign exchange, taxation and foreign investment, the PRC
government exerts considerable direct and indirect influence on the development of the PRC economy.
Many of the economic reforms carried out by the PRC government are unprecedented or experimental
and are expected to be refined and improved over time. Other political, economic and social factors
may also lead to further adjustments of the reform measures. This refining and adjustment process may
not necessarily have a positive effect on the Group’s operations and business development. For
example, the PRC government has in the past implemented a number of measures intended to slow
down certain segments of the economy that the government believed to be overheating, such as raising
benchmark interest rates of commercial banks, reducing currency supply and placing additional
limitations on the ability of commercial banks to make loans by raising bank reserves against deposits.
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The Group’s business, results of operations or financial condition may be adversely affected by
changes in the PRC political, economic and social conditions, laws, regulations and policies and by
changes in the rates or method of taxation and the imposition of additional restrictions on currency
conversion.

These limitations on the cash flow between the Group and its PRC subsidiaries could restrict the
Group’s ability to act in response to changing market conditions and to make dividend payments from
its PRC subsidiaries.

The implementation of the Labour Contract Law of the PRC may significantly increase the Group’s
operating expenses and adversely affect its business and results of operations

The Labour Contract Law of the PRC (the “Labour Contract Law”) imposes greater liabilities
on employers and significantly increases the cost to an employer for workforce reduction. It
formalises workers’ rights concerning layoffs, employment contracts and the role of trade unions and
provides for specific standards and procedures for the termination of an employment contract. In
addition, the Labour Contract Law requires a statutory severance payment upon the termination of an
employment contract in most cases, including in cases of the expiration of a fixed-term employment
contract. In the event that the Group decides to change or decrease its workforce, the Labour Contract
Law could adversely limit the Group’s ability to effect such changes in a timely and cost-effective
manner, and may adversely affect its business and results of operations.

PRC laws and regulations involve many uncertainties and the current legal system in the PRC could
have a negative impact on the Group’s business and/or limit the legal protections available

A notable portion of the Group’s business is conducted in the PRC and several of its operating
subsidiaries are located in the PRC. As such, these PRC subsidiaries are subject to PRC laws and
regulations applicable to foreign investment in the PRC. The PRC legal system is a civil law system
based on written statutes. Unlike the common law system, prior cases have little precedent value in
deciding subsequent cases in the civil law legal system. Additionally, such PRC written statutes are
often principle-oriented and require detailed interpretations by the enforcement bodies to further apply
and enforce such laws. When the PRC government started its economic reforms in 1978, it began to
build a comprehensive system of laws and regulations to regulate business practices and overall
economic orders of the country. The PRC has made significant progress in the promulgation of laws
and regulations dealing with business and commercial affairs of various participants of the economy,
involving foreign investment, corporate organisation and governance, commercial transactions,
taxation and trade. However, the promulgation of new laws, changes in existing laws and abrogation
of local regulations by national laws may have an adverse effect on the Group’s business, results of
operations and financial condition as well as its prospects. Additionally, given the involvement of
different enforcement bodies of the relevant rules and regulations and the non-binding nature of prior
court decisions and administrative rulings, the interpretation and enforcement of PRC laws and
regulations involve significant uncertainties under the current legal environment. In addition, the
enforcement of existing laws or contracts based on existing laws may be uncertain and sporadic, and
it may be difficult to obtain swift and equitable enforcement or to obtain enforcement of a judgment
by a court of another jurisdiction.

Government control over currency conversion may limit the Group’s ability to utilise its cash
effectively

The PRC government imposes controls on the convertibility of the Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of the PRC. The Company receives a
significant portion of its revenues in Renminbi. As a holding company incorporated in Hong Kong, the
Company may rely on dividend payments from its PRC subsidiaries to fund any cash and financing
requirements of the Group. Under existing PRC foreign exchange regulations, payments of current
account items, including profit distributions and trade and service-related foreign exchange
transactions, can be made in foreign currencies without prior approval from the SAFE by complying
with certain procedural requirements. Therefore, the Group’s PRC subsidiaries are able to pay
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dividends in foreign currencies to the Group without prior approval from the SAFE. But approval from
or registration with appropriate government authorities required where Renminbi is to be converted
into foreign currency and remitted out of the PRC to pay capital expenses such as the repayment of
loans denominated in foreign currencies. This could affect the ability of the Group’s PRC subsidiaries
to obtain foreign exchange through debt or equity financing, including by means of loans or capital
contributions from the Group. The PRC government may also at its discretion restrict access in the
future to foreign currencies for current account transactions.

The Group’s operations may be affected by rising inflation rates within the PRC

Inflation rates within the PRC have been on an uptrend in recent years. The PRC government has
taken numerous monetary tightening measures, including raising interest rates and reserve
requirement ratios, and curbing bank lending, to slow down economic growth and control price rises.
Increasing inflationary rates are due to many factors beyond the Group’s control, such as rising food
prices, rising production and labour costs, high lending levels, PRC and foreign governmental policy
and regulations, and movements in exchange rates and interest rates. It is impossible to accurately
predict future inflationary trends. If inflation rates rise beyond the Group’s expectations, the costs of
its business operations may become significantly higher than the Group has anticipated for the future,
and the Group may be unable to pass on such higher costs to consumers in amounts that are sufficient
to cover increasing operating costs. As a result, further inflationary pressures within the PRC may
have an adverse effect on the Group’s business, results of operations and financial condition, as well
as its liquidity and profitability.

The Group’s non-PRC entities may be deemed to be PRC resident enterprises under the New EIT
Laws and may be subject to PRC taxation on the Group’s worldwide income

In March 2007, the National People’s Congress of the PRC and its Standing Committee (the
“NPC” or the “National People’s Congress”) enacted the Enterprise Income Tax Law of the PRC) (as
supplemented by its implementation regulations, the “New EIT Law”), which took effect on January
1, 2008. The New EIT Law imposes a unified income tax rate of 25 per cent. on all domestic and
foreign-invested enterprises unless they qualify under certain limited exceptions. Under the New EIT
Laws, enterprises established under the laws of jurisdictions outside China with their “de facto
management bodies” located within China may be considered the PRC resident enterprises and
therefore subject to the PRC enterprise income tax at the rate of 25 per cent. on their worldwide
taxable income.

In April 2009, the PRC State Administration of Taxation published the “Notice on Issues
Relevant to Foreign-registered Chinese-invested Holding Enterprises Determined as Resident
Enterprises in Accordance with Actual Management Organization Standard” (the “Notice”). The
Notice was effective from January 1, 2008. The Notice provides, among other things, if a
foreign-registered Chinese-invested company whose de facto management bodies are located within
the PRC and it satisfies the following conditions, it shall be determined as a resident company and be
liable to pay corporate tax at the rate of 25 per cent. in the PRC in respect of its global income in:
(i) places within the PRC where its top managers and top management departments who are
responsible for the production, management and operation of the company, perform their duties; (ii)
places within the PRC where the financial decisions (such as borrowing, lending, financing and
financial risk management) and the personnel decisions (such as appointment, dismissal and
remuneration payment) of the company are made or approved; (iii) places within the PRC where its
primary properties, accounting books, company seals, summaries archives of the board meetings and
shareholders meetings are kept; and (iv) places within the PRC where one-half or more of the
company’s directors or top managers having rights to vote shall frequently reside. According to the
Notice, a foreign-registered Chinese-invested company shall mean a company that is registered and
established outside of PRC in accordance with the laws of a foreign country with companies within
PRC as its major share-holding investors, as in the Group’s case.

There is no assurance that the Group’s non-PRC entities may be considered the PRC resident
enterprises and therefore subject to the PRC enterprise income tax at the rate of 25 per cent. on the
Group’s worldwide income. In addition, the dividends received by the Group’s non-PRC entities from
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the direct equity investment in PRC resident enterprises shall be subject to enterprise income tax
(withholding tax) at the rate of 10 per cent. unless a preferential rate is provided by tax treaties or
arrangements entered into between the country or region where the Group’s non-PRC entities are
established and the PRC.

The anti-monopoly law may subject the Group’s future acquisitions to increased scrutiny, which
could affect its ability to consummate acquisitions on terms favourable to the Group

The anti-monopoly law of China became effective on 1 August 2008. The law was enacted to
guard against and cease monopolistic activities, and to safeguard and promote orderly market
competition. Under the anti-monopoly law, monopolistic acts include monopolistic agreements among
business operators, abuse of dominant market positions by business operators and concentration of
business operators that eliminates or restricts competition or might be eliminating or restricting
competition. The Regulations on the Thresholds for Reporting of Concentration of Business Operators
(the “Reporting Threshold Regulations”) provide specific thresholds for reporting of concentration
of business operators. Under the antimonopoly law and the Reporting Threshold Regulations, parties
to an acquisition must report to the Ministry of Commerce in advance if in the preceding accounting
year the turnover in the aggregate achieved by all the parties to the transaction exceeds RMB10,000
million worldwide or RMB2,000 million within China, and the turnover achieved by at least two of
the parties exceeds RMB400 million within the PRC. However, the Ministry of Commerce has the
right to initiate investigation of a transaction not reaching the above-mentioned reporting thresholds
if the Ministry of Commerce has evidence that the transaction has or may have the effect of excluding
or restricting competition.

The anti-trust scrutiny procedures and requirements set forth in the anti-monopoly law and the
Reporting Threshold Regulations grant the government extensive authority of evaluation and control
over the terms of acquisitions in the PRC by foreign investors, and their implementation involves
significant uncertainties and risks. To the extent the Group’s future acquisitions meet the threshold
requirements set forth in the law and the Reporting Threshold Regulations, or are deemed by the
Ministry of Commerce to meet the thresholds, we will be subject to antimonopoly review. The
consummation of the Group’s future acquisitions could therefore be much more time-consuming and
complex, and any required approval processes, including obtaining approval from the Ministry of
Commerce, may delay or prevent the consummation of such acquisitions, and prevent the Group from
attaining its business objectives.

On 3 February 2011, the General Office of the PRC State Council issued the Circular of the
General Office of the State Council on the Establishment of Security Review System Regarding
Mergers and Acquisitions in China by Foreign Investors with effect in March 2011, according to
which, acquisitions by foreign investors of domestic Chinese companies in the certain sectors such as
military enterprises, key agricultural products, key energy and resources, key infrastructure, key
transportation services, key technologies and key equipment manufacturing activities that raise
national security concerns, shall be subject to security review where the foreign investor might acquire
actual control of the target Chinese company through the acquisition. This regulation is unclear in
certain aspects including the definition of key sectors which are expected to be further specified and
therefore how it will be interpreted and implemented in practice remains to be seen. If the Group’s
future acquisitions fall within the security review scope, the consummation of such acquisitions could
therefore be much more time-consuming and complex, and any required approval processes may delay
or prevent the consummation of such acquisitions, and prevent the Group from attaining its business
objectives.

The national and regional economies in the PRC and the Group’s prospects may be adversely
affected by natural disasters, acts of God or a recurrence of SARS or an outbreak of other
epidemics, such as influenza A subtypes H1N1 and H7N9 and avian flu (H5N1)

The Group’s business is subject to general economic and social conditions in the PRC. Natural
disasters, epidemics and other acts of god beyond the Group’s control may adversely affect the
economic infrastructure and people in the PRC. Some regions in the PRC, including the cities where
the Group operates, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought or
susceptible to epidemics such as SARS. Past occurrences of epidemics, depending on their scale of
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occurrence, have caused different degrees of damage to the national and local economies in the PRC.
A recurrence of SARS or an outbreak of any other epidemics in the PRC, such as influenza A subtypes
H1N1 and H7N9 and avian flu (H5N1), especially in the cities where the Group has operations, may
result in material disruptions to its supply chains, its sales and marketing, which in turn may adversely
affect the Group’s business, results of operations and financial condition, as well as its prospects.

The possible slowdown of the PRC economy could have an adverse effect on the Group’s business
results of operations and financial condition

The PRC experienced a slowdown in its economic growth in the second half of 2008 and in 2009.
A number of factors have contributed to this slowdown, including appreciation of the Renminbi, which
adversely affected the PRC’s exports, and tightening macroeconomic measures and monetary policies
adopted by the PRC government aimed at preventing overheating of the PRC’s economy and
controlling the PRC’s level of inflation. The slow down was further exacerbated by the recent global
crisis in the financial services and credit markets. Although the PRC economy has recovered
substantially, it is uncertain whether such recovery will continue through 2015 and beyond.

All of the Group’s business operations are conducted in the PRC. Accordingly, the Group’s
results of operations, financial condition and prospects are subject to a significant degree to economic
developments in the PRC. A negative economic climate could impact the ability of the Group’s
customers to make capital expenditures, thereby affecting their ability to purchase the Group’s
products. The recurrence of adverse macroeconomic conditions may have an adverse effect on the
Group’s business, results of operations and financial condition.

Uncertainty in the PRC legal system may make it difficult for the Group to predict the outcome of
any disputes that it may be involved in

The PRC legal system is based on the PRC Constitution and consists of written laws, regulations,
circulars and directives. The PRC is still in the process of developing its legal system so as to meet
the needs of investors and to encourage foreign investment and uncertainties exist on whether and how
existing laws and regulations will apply to certain events or circumstances.

Some of the laws and regulations, and the interpretation, implementation and enforcement of
them, are subject to policy changes. There is no assurance that the introduction of new laws, changes
to existing laws and the interpretation or application thereof will not have an adverse impact on the
Group’s business or prospects.

Further, precedents on the interpretation, implementation and enforcement of PRC laws and
regulations are limited and are not binding in the law courts of the PRC. As such, the outcome of
dispute resolutions may not be consistent or predictable as in the other more developed jurisdiction
and it may be difficult to obtain swift or equitable enforcement of judgment in the PRC.
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CAPITALISATION

The following table sets out, on a consolidated basis, the capitalisation of the Company as at 31
December 2014, on an actual basis and as adjusted to give effect to the proposed issue of bonds and
aggregate principal amount of such bonds:

As at 31 December 2014

Actual Adjusted

(HK$’000) (HK$’000) US$’000

Short-term borrowings

Bank and other borrowings ............................. 17,691,435 17,691,435 2,281,853

Liability component of convertible bonds ....... 84,556 84,556 10,906

Derivative component of convertible bonds .... 7,639 7,639 985

Long-term borrowings

Notes outstanding(3) ........................................ 13,879,298 13,879,298 1,790,161

Bank and other borrowings ............................. 5,559,874 5,559,874 717,116

Bonds being offered(4) .................................... — [●] [●]

Total short-term and long-term borrowings .... 37,222,802 [●] [●]

Shareholders’ equity

Share capital and other statutory capital
reserves(5) ................................................... 30,401,883 30,401,883 3,921,255

Other reserves ................................................ 25,978,176 25,978,176 3,350,682

Proposed final dividend .................................. 796,297 796,297 102,707

Total equity(6) ................................................... 57,176,356 57,176,356 7,374,644

Total capitalisation(7)........................................ 94,399,158 [●] [●]

Notes:

(1) Figures in the “As adjusted” column reflect the proposed issue of bonds and the receipt of the gross proceeds thereof.
The translations from EUR to US$ were made at a rate of EUR1.00 to US$1.2101, the noon buying rate in effect on 31
December 2014 as set forth in the H.10 statistical release of the Board of Governors of the Federal Reserve System.

(2) These outstanding convertible bonds of Yanjing Brewery mature in 2015.

(3) These notes are issued by subsidiaries of the Company and guaranteed by the Company.

(4) The aggregate principal amount of the proposed bonds has been translated from Euro to Hong Kong dollars at the rate
of C= 1 to HK$[●], which was [the average of the selling and buying rate of opening indicative counter exchange rate as
at 31 December 2014 published by The Hong Kong Association of Banks].

(5) The issued share capital of the Company consisted of 1,284,350,268 shares of no par value as at 31 December 2014.

(6) Total equity is the total equity attributable to the shareholders of the Company.

(7) Total capitalisation represents the total of short-term and long-term borrowings plus total equity attributable to the
shareholders of the Company.

Save as indicated above, there has been no material change in the total capitalisation, on a
consolidated basis, of the Company since 31 December 2014 up to the date hereof.
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THE GROUP

Overview

The Company is a conglomerate backed by the Beijing Municipal Government, its major
shareholder, which has focused on managing strategic infrastructure, public utilities and other
investments since its listing on the Hong Kong Stock Exchange on 19 May 1997. The Company’s
broad portfolio of assets includes natural gas distribution and transmission assets, brewery operations,
sewage and water treatment facilities and concessions and other investments. Leveraging these assets,
the Company seeks to achieve consistent financial performance and to attract international investment
to develop further Beijing’s municipal infrastructure and its other businesses. The Company’s
diversified portfolio of businesses includes Beijing Gas, China Gas, Yanjing Brewery, Beijing Water
and Beijing Development and other solid waste treatment projects, each with a leading market position
and stable cash flows, enabling the Company to manage volatility across the various business
segments, thereby positioning the Company to capture growth opportunities in Beijing and throughout
the PRC.

Beijing Gas, in which the Company has a 100 per cent. interest, ranks as one of the largest city
natural gas suppliers in the PRC with pipelines in operation in Beijing of approximately 16,931
kilometres and approximately 5.21 million natural gas users as at 31 December 2014. With over five
decades of fuel gas management experience and expertise, Beijing Gas’ natural gas distribution
network supplies natural gas to residential, industrial and power generation users in the Greater
Beijing city area. Consistent with the PRC Government’s objective to reduce coal-fired power
generation in the Greater Beijing city area, the Company expects such growth opportunities to help
maintain and expand the Company’s leading position through coal-to-gas power plant conversions and
increased promotion of natural gas as a cleaner alternative to other power generation fuels.

China Gas, in which the Company has a 22.53 per cent. interest, is a gas operator and service
provider primarily engaged in the construction and operation of city gas pipeline infrastructure
facilities, gas terminals, storage and transportation facilities, gas logistics systems, transmission of
natural gas and liquefied petroleum gas to residential, industrial and commercial customers,
construction and operation of gasoline and gas refilling stations as well as the development and
application of technologies relating to petroleum, natural gas and liquefied petroleum gas in China.

Yanjing Brewery, in which the Company has a 57.57 per cent. interest, operates one of the largest
breweries in the PRC with a diversified brand and product portfolio, a leading market position in
Beijing and strong national reputation. Yanjing Brewery produces a wide variety of products designed
to appeal to different consumer groups and covering different price points. Through its wide-reaching
local production centres, it distributes beer and other beverage products to most parts of the PRC using
a three-tier distribution network of distributors, wholesalers and retailers.

Beijing Water, in which the Company has a 43.92 per cent. interest, operates sewage and water
treatment facilities in 21 provinces across the PRC. Extensive PRC Government policy directives
intended to ensure a safe and reliable water supply throughout the PRC have resulted in opportunities
to bundle sewage and water treatment projects, thereby enabling Beijing Water to leverage its design,
construction and operations expertise for provincial governments nationally. Beijing Water has
developed an integrated business model with design and technical consultancy, construction,
ownership and operational capabilities for sewage and water treatment projects. Beijing Water’s
extensive project capabilities enable it to capture the entire value chain from project concept and
design stages through construction and operation.

Beijing Development, in which the Company has a 50.36 per cent. interest, is primarily engaged
in solid waste treatment business after acquiring two solid waste incineration plants in the PRC in the
year ended 31 December 2014.

The Company recorded revenue of HK$35,569.6 million, HK$42,360.5 million and HK$
47,935.8 million for 2012, 2013 and 2014, respectively, and had total assets of HK$89,498.6 million,
HK$109,621.8 million and HK$124,063.9 million as at 31 December 2012, 2013 and 2014,
respectively.
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Competitive Strengths

The Company believes its competitive strengths include:

Strong support from the Beijing Municipal Government

As at the date hereof, the Beijing Municipal Government, through companies under its control
and supervision, has 60.2 per cent. effective interest in the Company. The Company enjoys a number
of direct and indirect benefits as a result of its status as the key utilities investment and operating
platform of State-owned Assets Supervision and Administration Commission of People’s Government
of the Beijing Municipal Government (“Beijing SASAC”).

• Entrust the Company to operate and manage strategically important and substantial assets:
The Beijing Municipal Government has entitled the Company the effective monopoly rights
to distribute natural gas in Beijing for a 25-year period. Moreover, the Company believes
its strategic relationship with Beijing Municipal Government would assist its 40 per cent.
investment company, PetroChina Beijing Pipeline, to identify and source new natural gas
transmission pipelines throughout the PRC as well as secure large-scale projects from local
governments. The strong relationship with the PRC Government agencies and state-owned
enterprises enhanced the Company’s bargaining power in relation to the cost pass-through
mechanism for preserving margins related to natural gas distribution as well as upstream
wellhead price-setting. With Beijing Municipal Government’s support, the Company
obtained the franchise operating rights for the Beijing No.9 water treatment plant and
Beijing No. 10 water treatment plant, two of the most important water treatment and water
supply development projects serving Beijing. The strong relationship with the PRC
Government agencies also facilitated Beijing Water to expand its presence by investing and
operating water treatment and water supply projects in 18 provinces, two automonous
regions and three municipalities across China. With the support of the Beijing Municipal
Government, the Company obtained the concession rights to invest, construct, manage and
operate 北京市海澱區循環經濟產業園再生能源發電廠PPP項目 Beijing Haidian District
Cyclic Economy Industrial Park Renewable Energy Power Generation Plant PPP Project
(the “Haidian Project”), a large scale waste-to-energy project in Beijing with processing
capacity of 2,500 tonnes per day. The Haidian Project will be partially financed by the
Beijing Municipal Government and its economy and feasibility of the Haidian Project are
ensured by substantial policy support from the Beijing Municipal Government. With the
Company’s natural gas distribution and transmission business, sewage and water treatment
businesses and the solid waste treatment business, the Company provides public services
that are critical to Beijing’s infrastructure.

• Support for strategic acquisition and disposal of non-core and non-profitable assets by the
Group: The Beijing Municipal Government has been very supportive for the Company to
execute its strategic plans by acquiring strategic assets and disposing non-core assets. In
November 2012, the Company sold 100 per cent. of its equity interest in Beijing Enterprises
(Motorway) Limited at a consideration of HK$1.37 billion to Shi Hong Investments
Limited, an indirect wholly-owned subsidiary of Beijing Enterprises Group (BVI) Company
Limited (“BE Group”). The asset disposal is to protect the Company’s investors and
achieve sustainable development for the Company because the newly implemented toll
policy has been negative impacting the Company’s operating performance. Moreover, the
asset disposal is in line with the Company’s strategy to position itself as a utilities
conglomerate with urban energy services as its core business. The Company has a 22.53 per
cent. equity interest in China Gas. The transaction is in line with the Company’s interest
to increase its exposure to the natural gas business and strengthen its market position in the
China natural gas industry. As of the date hereof, the Company’s stake in China Gas has
appreciated by approximately 61 per cent. In December 2014, with the support of the
Beijing Municipal Government, the Company acquired GSE Investment Corporation,
portfolio with three solid waste treatment projects, including Gaoantun Waste-to-Energy
Project in Beijing, Zhangjiagang WTE Project in Jiangsu and Beijing Golden State Anjie
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Hazardous Waste Treatment Project in Beijing. The Gaoantun project is the largest
single-line plant in Asia with processing capacity of 1,600 tonnes per day. The acquisition
is in line with the Company’s strategy to strengthen its water treatment platform in key
economically developed areas in China and expand its solid waste treatment business.

• Providing financial support: As a result of the Beijing Municipal Government’s policy of
ongoing support for the Company and its businesses, the Company is able to secure
financing at attractive rates. All loan agreements include conditions that require BE Group
to hold directly or indirectly the majority stake in the Company and the Beijing Municipal
Government to control and supervise BE Group. In May 2011 and April 2012, Mega
Advance Investments Limited and Talent Yield Investments Limited (both wholly-owned
subsidiaries of the Company) issued senior notes with an aggregate amount of US$800
million and US$1 billion, respectively. The two bonds were priced at competitive rates due
to the strong support and credit of the Beijing Municipal Government.

• Close relationship between Beijing SASAC and the Company’s senior management: The
Company has been a flagship and key asset for Beijing SASAC for a long time. The close
relationship between Beijing SASAC and the Company has been strengthened throughout
the years. Several Chief Officers of Beijing SASAC have been assumed the senior
management positions in the Company before, including previous Chief Officer Mr. Xiong
Daxin who assumed the position of Chief Executive Director and Vice Chairman of the
Company and current Chief Officer Mr. Lin Fusheng who was the Company’s General
Manager and Vice Chairman. Several of BE Group and the Company’s senior management,
including Chairman Mr. Wang Dong, have previously held senior positions in the Beijing
SASAC. The Beijing Municipal Government directly appoints such officers with the
responsibility for adding value to the state-owned assets that the Company manages in order
to facilitate Beijing SASAC’s supervision and control of the Company’s operating risks.

Favourable market positions to benefit from supportive PRC Government policies

One of the Company’s principal businesses relates to the distribution and transmission of natural
gas, particularly to the expanding Greater Beijing city for a 25-year period ending in 2032. The Energy
Development Strategic Action Plan （2014-2020） 《能源發展戰略行動計劃(2014-2020年)》issued
by State Council in June 2014 stated clearly the PRC Government’s intention to develop natural gas
and emphasize the importance of natural gas in the energy structure. By 2020, the share of natural gas
in the total energy consumption in China will be increased from 5.1 per cent. in 2013 to 10.0 per cent..
In recent policy announcements, the PRC Government has stated its intention to reduce air pollution
and other detrimental environmental effects in major urban areas to increase the livability of the
PRC’s cities. Furthermore, the PRC Government and the Government of the Russian Federation signed
a landmark contract in May 2014 in which Russia agreed to supply 38 billion cubic metres of natural
gas to the PRC, which is estimated to be the equivalent of one-quarter of the PRC’s current annual
consumption, for a period of 30 years beginning in 2018. Through coal-to-gas conversions of major
electricity generators in and around Beijing and the expected subsequent increased usage of natural
gas following such conversions, as well as the favourable development of national policy, the
Company believes it is well-positioned to benefit from PRC Government policy directives promoting
cleaner-burning fuels such as natural gas in the residential, industrial and power generation sectors.

A leading PRC gas utility with a large-scale distribution network, integrated business model and
effective monopoly position in Beijing

Beijing Gas holds effective monopoly rights to supply natural gas in the expanding Greater
Beijing city for a 25-year period ending in 2032 pursuant to notices from the Beijing People’s
Government dated 16 August 2005 and 21 April 2006, respectively and an implementation plan
《北京燃氣有限公司管道天燃氣特許經營項目實施方案》 agreed in principle by Beijing People’s

Government in 2006. The Company believes it ranks as one of the largest natural gas retail operators
in the PRC, with pipelines in operation in Beijing of approximately 16,931 kilometres in length, five
citygates, four spherical gas holding stations and approximately 5.21 million natural gas users as at
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31 December 2014. This leading position, bolstered by strong support from the Beijing Municipal
Government and significant infrastructure investment to extend Beijing Gas’s network to Beijing’s
satellite new towns, provides Beijing Gas with a solid platform for growth and a healthy basis for
future revenue streams and establishes significant barriers to entry for potential competitors.

The Company also participates in midstream natural gas transmission services through the
Company’s 40.0 per cent. owned associated company, PetroChina Beijing Pipeline. The Company
believes this strategic cooperation provides it with stable gas supplies and priority for allocation of
gas supplies to Beijing and secures competitive pricing terms so as to optimise Beijing Gas’s
profitability.

Yanjing Brewery enjoys a favourable market position in the PRC

Leveraging on its success in its core market in Beijing, Yanjing Brewery had actively pursued
new market opportunities outside of Beijing with favourable results. As at 31 December 2014, based
on Yanjing Brewery’s estimates, Yanjing Brewery had a market share of more than 11 per cent. in the
PRC, consisting provinces such as, Hebei, Shanxi, Guangxi and Inner Mongolia, and approximately
85 per cent. in Beijing. With the accomplishment of its marketing strategies in Greater Southwest
market, rapid development of its growing market, like Xinjiang, Sichuan and Yunnan, Yanjing
Brewery is expecting a solid profit increase. Yanjing Brewery believes its well defined beer product
portfolio, namely, “Yanjing”, “Liquan”, “Huiquan” and “Xuelu”, clear overall marketing strategy,
resources allocation, low internal product competition and production efficiency, all contribute to its
overall business prospects.

Diversified business portfolio reducing business concentration risk

The Company believes its natural gas distribution and transmission network, brewery operations
and sewage and water treatment facilities will provide stable cashflows in the coming years due to
their strong track record and the Company’s prudent fiscal policy. Enhanced by the alliance between
the Company’s asset base and PRC Government policies for cleaner burning fuels for power
generation and the need to increase the stability of clean water supply to urban areas, the Company
believes its business segments are well positioned to access these opportunities. Moreover, to further
reduce business concentration risk, the Company is actively diversifying its business geographically.
In the natural gas distribution business, the Company owns a 21.07 stake in China gas with piped
natural gas supply in 168 cities and 226 processing stations in 24 provinces. Through the sale of
Beijing Gas Development, a city gas distributor and CNG gas stations operators with presence in 9
different regions, to China Gas, the Company intends to further expand coverage of gas projects and
generate synergies with its gas distribution platform outside Beijing. With the accelerated
development of Yanjing Brewery’s greater southwest market, Yanjing Brewery is expanding its market
share beyond its traditional core market in Northern China. With national presence in 18 provinces and
3 automatous regions, BE Water is also achieving major breakthrough in developing international
markets. The Company also adopted the dual market strategies of M&A and existing projects
expansion to enhance its national presence in solid waste treatment business segment.

The Company has historically generated strong cash flows and maintained relatively consistent
margins, thereby maintaining a solid platform for conservative growth. The Company believes its
diversified business portfolio and increasing geographical diversification will help mitigate its
exposure to any single operation and to business concentration in Beijing. The Company has
historically generated strong cashflows and maintained relatively consistent margins, thereby
maintaining a solid platform for conservative growth. The Company believes its diversified business
portfolio helps mitigate its exposure to any single operation.

Track record of strong growth with attractive and visible growth prospects

The Company has achieved strong growth over the past several years. Beijing Gas’s natural gas
sales volume increased from approximately 7.94 billion cubic metres to 8.72 billion cubic metres to
9.96 billion cubic metres for 2012, 2013 and 2014, respectively. PetroChina Beijing Pipeline’s natural
gas transmission volume increased from approximately 23.7 billion cubic metres to 25.2 billion cubic
metres to 29.96 billion cubic metres for 2012, 2013 and 2014, respectively. Yanjing Brewery expanded
its annual production capacity for its brewery business from approximately 8.75 billion litres to 9.15
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billion litres to 9.6 billion litres for 2012, 2013 and 2014, respectively. In additional, Beijing Water
expanded its total daily design capacity for its projects from 10.49 million tons to 16.71 million tons
to 20.15 million tons for 2012, 2013 and 2014, respectively. As a result, the Company’s revenue
increased from HK$35,569.6 million to HK$42,360.5 million to HK$47,935.8 million and the
Company’s profit for the year increased from HK$3,597.6 million to HK$4,755.5 million to
HK$5,405.6 million for 2012, 2013 and 2014, respectively.

The Company believes it is well-positioned to participate in the potential future growth in PRC
energy consumption and demographic trends such as the increasing urbanisation of the PRC’s
population. Driven by escalating energy consumption levels and the PRC Government policies
encouraging cleaner-burning fuels for power generation in urban areas, the Company expects its
natural gas network to significantly expand as natural gas supply increases to the Beijing metropolitan
and other areas. Likewise, the Company expects national water policies to support the Company’s
sewage and water treatment facilities, including the Company’s design and construction capabilities
related to green-field projects.

Excellent management with a proven track record and deep industry expertise

The Company continues to seek attractive energy and infrastructure investments in the PRC and
to enhance the value of the Company’s existing businesses. The Company’s strategic investments in
Beijing Development and China Gas, as well as its divestments in Beijing Enterprises (Motorway)
Limited in November 2012, identified by the Company’s management team demonstrate the
Company’s commitment to focusing on key strategic assets with strong and consistent profit margins.
Moreover, the Company believes its strong understanding of the local market and close relationship
with the Beijing Municipal Government enables the Company to manage assets more effectively than
its competitors. See “Directors and Management”.

Business Strategy

The Company’s strategy is to enhance the Company’s position as a leading utilities and consumer
products company in the PRC by making attractive investments intended to increase the value of the
Company’s existing businesses. The Company’s strategy consists of the following key elements:

Leveraging natural gas experience and extensive network to exploit new markets

With over five decades of fuel gas management experience and expertise, the Company’s
wide-reaching natural gas distribution and transmission network supplies residential, industrial and
power generation users in the Greater Beijing city area. As a leading city natural gas provider in the
PRC, the Company is well positioned to extend the Company’s distribution network to suburban
counties of Beijing. The Company expects increased urbanisation, combined with increasing per
capita income of urban populations, to contribute to higher natural gas usage per capita among an
expanding population base. In the Greater Beijing city area, the Company is extending the Company’s
network to various districts and counties outside Beijing’s Sixth Ring Road. In addition to expanding
the capacity and geographic coverage of the Company’s natural gas distribution and transmission
network, the Company plans to focus on improving the quality of the Company’s service and improve
the Company’s back-office support system.

Promoting natural gas as a cleaner alternative for residential, commercial and power generation
uses

The PRC Government has been encouraging high energy consumption and high emission
industries to replace highly-polluting coal and oil gradually with natural gas, a clean energy, to
strengthen energy conservation and emission reduction. The State Council of China promulgated an
Action Plan on Prevention and Control of Air Pollution (《大氣污染防治行動計劃》) in September
2013 (the “Clean Air Action Plan”). According to the Clean Air Action Plan, efforts are to be made
to modify small coal-fired boilers and accelerate the construction of central heating systems and
“coal-to-gas” conversion projects. By 2017, cities at and above prefecture level will have to eliminate
coal-fired boilers with an efficiency rate of 10 or less tons of steam per hour, and stop building new
coal-fired boilers with an efficiency rate of 20 tons or less tons of steam per hour. As part of the
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implementation of the Clean Air Action Plan, the Beijing Municipal Environmental Protection Bureau
promulgated the the 2013-2017 Clean Air Action Plan of Beijing City (《北京市2013-2017年清潔空氣
行動計劃》) (the “Beijing Clean Air Action Plan”). According to the Beijing Clean Air Action Plan,
the main objective is to achieve 10,500 steam tons of clean energy transformation for coal-fired
boilers in Beijing from 2013 to 2017. By 2015, upon full operation of the four major thermal power
centres, the natural gas thermal power plants are expected to consume more than seven billion cubic
metres of natural gas per year, at least double of the consumption in 2013. By the end of 2017, the
number of vehicles powered by natural gas are expected to reach 100,000. The State Council of China
also released Circular on Several Opinions on Long-term Mechanisms for Securing Stable Natural Gas
Supplies (《保障天然氣穩定供應長效機制若干意見的通知》) in April 2014 to secure the availability
of 112 billion cubic metres of natural gas by 2020 to meet the demand from “coal-to-gas” conversion
projects. In the coming three to five years, coal-to-gas conversion projects will be developed.
Capturing this opportunity will substantially facilitate and enhance natural gas sales by Beijing Gas
and China Gas to industrial users and for winter heating consumption.

Strengthening national branding and expanding production capacity of Yanjing Brewery

Since 1999, Yanjing Brewery has expanded beyond its leading position in Beijing to operate 41
breweries in 18 provinces with nationwide sales volume of approximately 5.32 million kiloliters in the
year ended 31 December 2014. Through Yanjing Brewery’s four brands, “Yanjing”, “Liquan”,
“Huiquan” and “Xuelu” Yanjing Brewery has products positioned at different price points catering to
different regional markets. The Company believes this leading platform makes Yanjing Brewery
well-placed to expand its operations to achieve greater penetration of the domestic and international
beer markets. Through increasing brand awareness by clear positioning and standardising Yanjing
Brewery’s brand management, Yanjing Brewery can leverage its strong production technology and
network of local production facilities to increase market penetration in a greater number of markets
nationally and internationally and to expand export sales gradually.

Striving to derive synergistic benefits from its investment in China Gas

Historically, the focus of the gas business of the Company has been primarily on the Beijing
market. The extensive coverage of the regional businesses of China Gas provides strategic
opportunities for the Company to expand its business nationwide. The Company and China Gas intend
to jointly develop and invest in gas value-added services (such as coal to gas conversion and CCHP
distribution services in the markets where China Gas has city gas projects), citygas projects
nationwide (particularly compressed natural gas (“CNG”)/liquefied natural gas (“LNG”) refilling
station projects, by means of cooperation or joint venture arrangements) and urban infrastructure
facilities and services (such as sewage treatment services in the markets where China Gas has city gas
projects).

Re-designing the business model to accelerate expansion of sewage and water treatment projects of
Beijing Water

Beijing Water possesses an integrated business model with design and technical consultancy,
construction, ownership and operational capabilities for sewage and water treatment projects. Beijing
Water’s extensive project capabilities enable it to capture the entire value chain from project concept
and design stages through construction and operation. By reviewing the PRC Government industrial
policies and enhancing its research and development capabilities, Beijing Water has an opportunity to
broaden its sewage and water treatment portfolio through the completion of fully integrated projects
that utilise its wide range of capabilities and capture a larger share of the value chain for each project.
Beijing Water has also announced plans to increase its overseas investments in projects in Asia and
Europe.

Capturing the increasing market potential of the environmental protection industry in the PRC
through Beijing Development’s engagement in solid waste treatment business

Beijing Development is primarily engaged in solid waste treatment business after acquiring two
solid waste incineration plants in the year ended 31 December 2014 and the solid waste treatment
platform of the Company. Leveraging on the rapid development of the environmental protection
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industry in the PRC and as waste incineration power generation becomes the most optimal waste
treatment method, the waste incineration power generation industry in the PRC has enormous room
for market development. Beijing Development believes that waste incineration power generation
possesses favourable prospects as a result of the standardisation of on-grid electricity tariff pricing
policy, provisions of waste treatment subsidy and preferential tax treatment, which in turn will
generate steady cash flow with stable and reliable returns.

Business Segments

The following table sets forth the Company’s revenues and profits for each business segment for
the periods presented:

Year ended 31 December

2012 2013 2014

(HK$ in million)

Revenue

Piped gas operations ......................................... 20,644.7 25,159.1 32,438.4

Brewery operations ........................................... 14,442.7 16,837.0 15,151.0

Sewage and water treatment operations(1) ......... 185.6 — —

Expressway and toll road operations(2) .............. 150.0 — —

Corporate and others(3) ..................................... 146.6 364.4 346.4

Total ................................................................ 35,569.6 42,360.5 47,935.8

Year ended 31 December

2012 2013 2014

(HK$ in million)

Profit/(loss) after tax

Piped gas operations ......................................... 2,754.1 3,537.7 4,471.5

Brewery operations ........................................... 756.5 933.1 950.6

Sewage and water treatment operations ............. 469.6 514.5 790.0

Expressway and toll road operations(2) .............. (103.5) — —

Corporate and others(3)....................................... (279.1) (229.8) (806.5)

3,597.6 4,755.5 5,405.6

Notes:
(1) As the Company’s interest in Beijing Water is accounted for as an associate, this amount primarily reflects imputed

interest income of HK$182,726,000 on receivables under service concession arrangements recognised during the year
ended 31 December 2012.

(2) This revenue relates to the Capital Airport Expressway, which connects the Capital Airport and the city centre of Beijing
which was transferred to Beijing Enterprises Group (BVI) Company Limited, the parent company of the Company during
the year ended 31 December 2012.

(3) The Company’s corporate and others segment comprises the construction of waste power plants, the construction of
broadband infrastructure and the design of related software, the provision of internet services and IT technical support
and consultation services and property.

Natural Gas Distribution Business

Beijing Gas Group Company Limited (“Beijing Gas”)

The Company carries out the distribution of natural gas through its wholly-owned subsidiary,
Beijing Gas which is one of the largest natural gas suppliers and service providers in the PRC. In 2014,
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Beijing Gas recorded total gas sales volume of 9.96 billion cubic metres, an increase of 14.2 per cent.
over the previous year. Beijing Gas had a total of approximately 5.21 million subscribers as at 31
December 2014. In 2014, Beijing Gas had approximately 206,000 new subscribers including 202,000
household subscribers and 4,537 public sector subscribers. Beijing Gas’s pipelines in operation in
Beijing increased to 16,931 kilometres in length as at 31 December 2014. Beijing Gas’s pipeline
network connects ten out of 11 towns in Greater Beijing.

Beijing Gas enjoys effective monopoly rights to distribute natural gas in Beijing for 25 years,
pursuant to concession rights granted by the Beijing People’s Government. According to the
Concession Measures, the concession right of operating a natural gas network in an urban area of a
city/county/province has a maximum duration of 30 years. In 2007, the Beijing Municipal
Administration Commission issued the approval document (《北京市燃氣經營許可證》) for operating
the urban natural gas pipeline networks of Beijing. Upon the expiry of the concession right in 2032,
the concession right is subject to re-approval by relevant governmental authorities.

For 2014, revenue from Beijing Gas’s natural gas distribution business amounted to HK$32.44
billion, representing a year-on-year growth of 28.9 per cent. and capital expenditure for basic pipeline
and gateway infrastructure in Beijing amounted to HK$1.49 billion.

The following map sets out Beijing Gas’s natural gas distribution network in Beijing:

To extend and improve Beijing Gas’s presence in the gas industry chain, Beijing Gas plans to
extend Beijing Gas’s market coverage to the suburban counties of Beijing by way of selective
acquisitions and mergers with smaller companies with strong local presences, resources and
experience in gas projects. In partnership with PetroChina Beijing Pipeline, Beijing Gas will continue
to invest in long-distance pipeline construction.
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Supply of natural gas

Beijing Gas sources substantially all of its gas from Changqing, one of the largest operating
natural gas fields in the PRC. Beijing Gas’s principal supplier of natural gas is the PetroChina
Associate Company. Beijing Gas has bi-annual contracts for the supply of natural gas with PetroChina
Associate Company. Beijing Gas believes the transmission costs of gas from Changqing gas field are
lower compared with other major gas fields because of its proximity to Beijing.

Upstream and downstream integration

Through the PetroChina Beijing Pipeline, Beijing Gas is able to source gas for the Beijing,
Tianjin and Hebei regions directly from gas fields in Changqing using the Shaanxi-Beijing lines.
Through its alliance with the PetroChina Associate Company, Beijing Gas has been able to secure a
stable source of gas at relatively competitive prices. Beijing Gas plans to continue to expand both its
upstream and downstream businesses. See “— Planned expansion.”

Pricing

From April, 2015, the price of natural gas for direct non-residential users (fertilizer producers
excluded) at city gate shall be determined by the buyers and sellers directly, rather than fixed by
NDRC, and natural gas price for fertilizer producers will be raised slightly based on the current price
of existing natural gas fixed by NDRC. Any increase in distribution costs of natural gas for direct
non-residential users are automatically passed on to the users. The provincial governments fix the
residential user price which takes into account, among other things, distribution costs and alternative
fuel prices. Residential user prices and adjustments are set through public consultation hearings which
usually take four to six months to approve changes.

The natural gas tariff paid for by customers reflects the city gate price required to be paid by city
gas distributors, the connection fee (outside Beijing) and margin. The city gate price includes the
ex-plant price plus the transportation tariff fixed by the municipal NDRC. The connection fee is
mandated by the applicable provincial government.

The NDRC determines the transportation tariff for national long distance transmissions and the
provincial price control bureaus regulate the transportation tariff for provincial pipelines. The
transportation tariff is calculated based on cost of pipelines, distance between city gate and gas source
and includes an operator margin of approximately 12 per cent.

Seasonal demand

Gas consumption by residential, commercial and industrial users in Beijing is seasonal. Natural
gas demand peaks during October to March and slackens during the warm season, which typically lasts
from May to September. To smooth seasonal fluctuations in the demand for and consumption of natural
gas in Beijing, Beijing Gas extended its customer base to users involved in heat-electricity
co-generation and gas cooling.

Government regulation

Beijing Gas believes favourable government policies towards the natural gas industry will
promote growth. The PRC Government targets raising natural gas usage in primary energy mix to 10
per cent. by 2020 and reducing carbon emissions by 40-45 per cent. by 2020. This is expected to
substantially increase the proportion of natural gas usage in the primary energy mix over the next
several years. In keeping with its objectives of providing power from cleaner sources, the Beijing
Municipal Government’s twelfth five-year plan aims to replace 3.04GW coal-fired power units with
new combined cycle gas turbines in respect of which Beijing Gas will be the sole supplier of natural
gas.
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Beijing Gas operates its natural gas distribution business under effective concessions and key
contracts with its customers and suppliers. Beijing Gas enjoys an effective monopoly in supplying
natural gas in Beijing pursuant to Beijing Gas’s concession rights. If Beijing Gas were to be required
to share those concession rights with other providers, or if it could not its renew gas supply
concession, future sales volumes and revenue from its natural gas distribution business would be
adversely affected.

Planned expansion

Based on Beijing Gas’s effective monopoly right to supply natural gas in Beijing until 2032 and
following through on its expansion plans, Beijing Gas intends to upgrade its operational standards and
proactively develop its residential, commercial and industrial user base in Beijing so as to increase
sales volume. Beijing Gas plans to increase the distribution and transmission of natural gas in the
suburban areas of Beijing based on the existing pipeline network.

Beijing Gas has signed cooperation agreements with Datang International (through its largest
shareholder and its subsidiary), Huaneng International and Huadian Operation. The Company believes
that Beijing Gas will be able to meet its supply requirements from PetroChina Beijing Pipeline’s
Shaanxi-Beijing No.3 and No.4 lines. Beijing Gas is also building the inner city infrastructure for gas
supply from No.3 and No.4 pipelines and from Phase II of the Sixth Ring Road Gas Project. Beijing
Gas is also involved in building ancillary infrastructure facilities for the four thermal power centres
in Beijing.

Beijing Gas’s expansion plans include construction of underground storage reservoirs through
the PetroChina Beijing Pipeline, construction of a Caofeidian CNG receiver terminal through the
Company and extension transmission pipelines jointly with PetroChina Beijing Pipeline and
government entities in the Hebei province. Beijing Gas is also planning to invest, in gas projects in
Shandong province through strategic alliances with PetroChina Beijing Pipeline.

China Gas Holdings Limited (“China Gas”)

The Company has a 22.53 per cent. equity interest in China Gas. The shares of China Gas are
listed on the main board of the Hong Kong Stock Exchange (stock code: 384). China Gas is a gas
operator and service provider primarily engaged in the investment, construction and operation of city
gas pipeline infrastructure facilities, gas terminals, storage and transportation facilities, gas logistics
systems, transmission of natural gas and LPG to residential, industrial and commercial customers,
construction and operation of gasoline and gas refilling stations as well as the development and
application of technologies relating to petroleum, natural gas and LPG in China.

China Gas’s gas business is divided into two segments, namely the natural gas segment and the
liquefied petroleum gas segment, which cater for the needs of different customer groups and require
different market development strategies. Customers are mainly classified into residential customers,
industrial and commercial customers. China Gas provides more than 11 million residential households,
67,000 industrial and commercial customers with piped natural gas services and over six million
residential households with bottled LPG. Other customers include CNG/LNG refilling stations.

By connecting its networks with urban arterial and branch pipelines, China Gas is able to supply
residential as well as industrial and commercial customers, from whom initial connection fees and gas
usage fees are charged.

As at 30 September 2014, China Gas provided piped natural gas supply in 168 cities and had
intermediate and arterial pipeline networks (excluding pipeline in the premises of its customers) of
52,411 kilometres in length, there were 226 processing stations (city-gate stations) and the
connectable urban population was potentially 84,759,000 persons (approximately 25,586,000
households).

As at 30 September 2014, China Gas owned 434 natural gas refilling stations in 24 provinces
(including autonomous regions and municipalities), including 350 CNG and 84 LNG refilling stations
for vehicles.
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China Gas currently owns eight LPG terminals and 98 LPG distribution projects. Under China
Gas’s LPG development strategy, midstream wholesale business forms the basis, while downstream
end-user business constitutes the core of the LPG profits. China Gas is expediting the establishment
of customer service call centres and improving logistics and distribution systems to enhance its service
capabilities and undertaking a structural reorganisation of its non-core assets, including existing
terminals and storage facilities.

China Gas pursues additional revenue generation through value-added advertising, sales of gas
appliances, and cooperation with major domestic insurance companies to develop the city gas
insurance services market. In addition, after years of market research and technological innovation,
major customers are provided with highly efficient and comprehensive energy solutions in relation to
heating, electricity and cooling.

Natural Gas Transmission Business

The Company owns a 40.0 per cent. equity interest in, and jointly controls, PetroChina Beijing
Pipeline which provides natural gas transmission services from the second-largest gas field in
Changqing, to Beijing, Tianjin and Hebei regions through Beijing Gas’s Shaanxi-Beijing pipelines.
PetroChina Beijing Pipeline had a natural gas transmission volume of 29.96 billion cubic metres in
2014.

PetroChina Beijing Pipeline’s three Shaanxi-Beijing pipelines have a total transmission capacity
of 35.0 billion cubic metres per annum. PetroChina Beijing Pipeline is adding a fourth
Shaanxi-Beijing pipeline which will have an annual transmission capacity of 25.0 billion cubic metres
per annum to further supply Beijing, the north-east grid of Liaoning and the Bohai rim. The
Shaanxi-Beijing No. 4 line is expected to be operational by 2015.

The existing Shaanxi-Beijing No.1, No.2 and No.3 pipelines are each approximately 900
kilometres in length and have an annual transmission capacity of 4 billion, 15 billion and 15 billion
cubic metres per annum, respectively. The Shaanxi-Beijing No.1 pipeline supplies the Beijing, Tianjin,
Yanshan, Canghua and Hebei regions, the No.2 pipeline supplies the main city areas in Beijing,
Tianjin, Shaanxi, Hebei and Shandong and the No.3 pipeline supplies gas to the Bohai rim, Shandong,
Beijing and the north-east grid of Liaoning.

Brewery Business

The Company owns a 57.57 per cent. equity interest in Yanjing Brewery, which is one of the
largest beer breweries by production volume in the PRC and in Asia. The shares of Yanjing Brewery
are listed on the Shenzhen Stock Exchange (stock code: 000729). In 2014, nationwide beer sales
volume of Yanjing Brewery was 5.32 million kilolitres and the sales volume of Yanjing Brewery’s
“1+3” brands (“Yanjing” plus “Liquan”, “Huiquan” and “Xuelu” brands) was 4.8 million kilolitres,
representing approximately 90 per cent. of the total sales volume. Yanjing Brewery has a diverse
portfolio of brands targeting different regions and price points. “Yanjing” beer is a national core brand
and falls into the high-end to medium-price category. “Liquan” beer is mainly marketed and
distributed in Guangxi Province in southern China, “Huiquan” beer in Fujian Province in eastern
China and “Xuelu” beer in Inner Mongolia in northern China. Other than Yanjing, all of its other
products are mass market products.

Products

Yanjing Brewery produces over 100 types of beer and other beverages, such as mineral water,
soft drinks, juices and wine, for consumption in the PRC and overseas markets. Yanjing Brewery
increases its production capacity by organic growth as well as through selective acquisitions.

Yanjing Brewery’s principal brewery product is “Pilsner Beer” which is brewed primarily to
satisfy the demand of Chinese consumers. Yanjing Brewery produces beer of 8, 10, 11 and 12 degrees
plato (which measures the sugar content of the beer) and Yanjing Brewery’s key products include the
“11 Degree Light” beer, “10 Degree Dry” beer and “11 Degree” beer. Yanjing Brewery’s products have
won numerous national and international awards. Also, Yanjing Brewery participated as a sponsor of
the 2008 Olympic Games.

29



Increasing raw material prices, labour costs and fuel consumption all contribute to the price of
finished beverage products. In the past, Yanjing Brewery has been able to pass on increased production
costs to its customers without corresponding reductions in sales volumes, but it may not always be
able to pass through such costs in the future.

Production facilities

As at 31 December 2014, Yanjing Brewery operates 41 breweries across 18 provinces in the PRC
with a total annual designed production capacity of approximately 9.6 billion litres. Yanjing Brewery
intends to reorganise its existing facilities, acquire new breweries and establish new brewery facilities
and bottling plants to achieve production expansion targets in the future.

Yanjing Brewery’s brewery distribution and production facilities are set out below in shaded
regions in the PRC:

Guizhou

Raw materials

The principal raw materials for brewery products are water, malt, rice, and hops. Yanjing
Brewery primarily sources rice and hops from local farmers in the PRC and water is sourced from
Yanjing Brewery’s own underground spring located near its production facilities in Beijing and from
local water sources in other areas. Yanjing Brewery sources a portion of its rice requirement from
international sources. Yanjing Brewery has not experienced any shortage of raw materials or any
disruption in the supply of such raw materials. Due to Yanjing Brewery’s high production volumes,
the Company believes Yanjing Brewery is able to source raw materials in bulk at lower prices as
compared to prevailing market rates for smaller quantities, thereby leveraging on its economies of
scale.
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Production and quality control

Yanjing Brewery adheres to a strict system of quality control over its brewery operations.
Yanjing Brewery employs a team of technicians that monitors the production quality at various stages
of the production process, including on-site yeast propagation, testing for oxidation and unwanted
bacteria, sampling products for taste and freshness, and ensuring that cans and bottles are properly
cleaned, sterilised and filled at the correct pressure, temperature and volume. Yanjing Brewery also
maintains a strong focus on research and development. Its research and development team is
responsible for designing new technology, developing new products, enhancing quality control
measures and optimising production efficiency.

Sales, marketing and distribution

Although Beijing is Yanjing Brewery’s primary market, Yanjing Brewery also supplies beer in
Guangxi, Fujian, Inner Mongolia, Hunan, Sichuan, Xinjiang and Shandong provinces. Yanjing
Brewery utilises a three-tier distribution structure that includes a network of distributors, wholesalers
and retailers. Yanjing Brewery’s local distributor network includes state-owned cigarette and alcohol
distribution companies, collective distributors and individual wholesalers. Yanjing Brewery also sells
brewery products directly to restaurants and bars. The Company believes Yanjing Brewery’s
diversified distribution network maximises product exposure and minimises dependence on any single
wholesaler or distributor. Yanjing Brewery chooses distributors in each market that will devote
attention and resources to the promotion and sale of its products in developing such markets. Yanjing
Brewery has enjoyed long-term relationships with most of its distributors and require them to
exclusively distribute its products.

Yanjing Brewery is focused on increasing its brand value in both domestic and international
markets. Yanjing Brewery is taking steps to standardise brand operations and management, maintain
its strong market position in core markets and expand in rural and international markets. Yanjing
Brewery plans to achieve its sales and production targets in future periods by constructing green field
plants, making selective acquisitions and upgrading existing facilities.

Competition

The brewery industry in the PRC is highly fragmented with approximately 470 regional
breweries. Yanjing Brewery’s main competitors in the PRC include domestic and international
breweries, such as Tsingtao Brewery Group and China Resources Snow Breweries Co. Ltd. as well as
numerous local breweries. Yanjing Brewery expects competition in the brewery industry to continue
to intensify as leading breweries compete against each other to acquire local and regional breweries
to increase their market share. Competition is primarily based on brand recognition, product quality
and taste, packaging, price and distribution capabilities. The Company believes Yanjing Brewery is
well placed to capitalise on the strength of the “Yanjing” brand name, market leadership in the Beijing
beer market, product quality and broad distribution channels to maintain Yanjing Brewery’s leading
position in Beijing and increase its presence in other markets in the PRC.

Sewage and Water Treatment Business

The Company operates its sewage and water treatment business through its 43.92 per cent. owned
interest in Beijing Water, whose business includes water operations construction services for water
environmental renovation projects and technical and consulting services. The shares of Beijing Water
are listed on the main board of the Hong Kong Stock Exchange (stock code: 371). During 2014, the
total daily design capacity for Beijing Water increased from 16,708,150 tons to 20,150,050 tons,
representing an increase of 21 per cent. as compared with 2013. Total daily design capacity for new
projects secured in 2014 was 4,651,900 tons. During 2014, Beijing Water disposed of 11 sewage
treatment projects and one water supply project in Shandong and Guizhou with aggregate daily design
capacity of 700,000 tons. Beijing Water also signed a Public-Private Partnership (“PPP”) contract for
Luoyang City Sewage Treatment Projects with daily design capacity of 900,000 tons to replace the
previous non-operating entrustment operation contract with daily design capacity of 510,000 tons in
year 2011. The net increase in its total daily design capacity for 2014 was therefore 3,441,900 tons.
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The increment of 4,651,900 tons daily design capacity for new projects secured included BOT projects
of 1,944,200 tons, TOT projects of 283,500 tons, Design-Build-Own-Operate (“DBOO”) project of
228,000 tons, PPP of 900,000 tons, entrustment operation projects of 510,200 tons, and 786,000 tons
through mergers and acquisitions.

As at 31 December 2014, the coverage of water and sewage treatment plants owned by Beijing
Water extended to 18 provinces, two autonomous regions and three municipalities all across the PRC,
in addition, it had 173 sewage treatment plants and four reclaimed plants in operation in the PRC. Also
as at the same date, total daily design capacity in operation of sewage treatment plants and reclaimed
water plants reached 7,523,950 tons (31 December 2013: 6,259,750 tons) and 418,000 tons (31
December 2013: 418,000 tons) respectively. For 2014, the average daily processing volume was
6,825,763 tons and average daily treatment rate was 81 per cent.. The actual average contracted tariff
charge of water treatment was approximately HK$1.27 per ton for water plants. The actual aggregate
processing volume for 2014 was 2,369.0 million tons, of which 2,212.3 million tons was contributed
by subsidiaries and 156.7 million tons was contributed by joint ventures for the same year.

For the year ended 31 December 2014, Beijing Water’s revenue amounted to HK$8,925.9 million
(2013: HK$6,406.5 million), an increase of 39 per cent. over the prior year. Profit attributable to
shareholders was HK$1,794.4 million (2013: HK$1,084.3 million), an increase of 65 per cent. over the
prior year. Total assets reached HK$54,640.8 million as at 31 December 2014 relative to HK$44,186.7
million as at 31 December 2013.

Service concession arrangements

A substantial part of the Beijing Water’s revenue for its water operation business is generated
from the provision of sewage and reclaimed water treatment and water supply services under service
concession arrangements.

Beijing Water has entered into a number of service concession agreements with certain
government authorities in the PRC on a BOT or a TOT basis in respect of its sewage treatment and
water supply projects. Beijing Water typically secures concession arrangements through carrying out
the construction of water facilities and acquiring the operating concession, and through acquiring
other water companies with existing concession arrangements. These service concession arrangements
generally involve Beijing Water as an operator of the relevant sewage treatment and water supply
plants responsible for operating and maintaining the sewage treatment and water supply plants at a
specified level of serviceability on behalf of the relevant government authorities for periods ranging
from 20 to 40 years. Under the service concession agreements, Beijing Water is generally entitled to
use all the property, plant and equipment of the sewage treatment and water supply plants whilst the
relevant government authorities as grantors will control and regulate the scope of services Beijing
Water provides, and retains the beneficial entitlement to any residual interest in the sewage treatment
and water supply plants at the end of the term of the service concession periods.

Sewage treatment

Beijing Water designs and constructs facilities that remove pollutants from water and sewage
using multiple processes, including the application of chemicals and biological agents and the use of
physical processes. Beijing Water has developed several proprietary technologies designed to enhance
existing technologies for the treatment of sewage and water from different sources and across
industries. Beijing Water adapts and deploys these technologies in various combinations according to
the specific requirements of its customers and the project type. For example, Beijing Water developed
LIER-POOLK technology, for which it has registered a patent, for the treatment of industrial sewage
containing toxic materials and high concentrations of ammonia nitrogen and tar. This technology is
highly effective and cost efficient in removing sulphur oxide, oil, ammonia nitrogen and organic
materials from industrial waste water. Beijing Water’s LIER-POOLK waste treatment technology was
awarded with Grade A quality certificates issued by the State Ministry of Construction and the
Development, the Reform Commission and the Ministry of Environmental Protection.

While specific processes and technologies deployed in sewage treatment vary by different
projects and industries and in accordance with the specific requirements of each of Beijing Water’s
customers, the sewage treatment process typically begins with the pre-treatment of the waste water to
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remove large solid materials in the raw waste water. Waste water is then transferred to a sedimentation
tank where smaller solid waste and sludge are separated from the waste water by sedimentation. The
waste water is then discharged into biochemical pools where oxidation ditches are used to introduce
an optimal level of oxygen to encourage the growth of micro-organisms that consume organic
pollutants in the waste water. Separation of sludge from waste water is then conducted at a secondary
sedimentation stage. The treated waste water is disinfected to kill harmful micro-organisms before
being reintroduced into the environment or otherwise being reused. Some separated sludge flows back
into the biochemical pool to maintain a sufficient level of micro-organisms, while the residual sludge
from the treatment process is sent to sludge landfill sites for disposal. Beijing Water is currently
engaged in multi-year projects to clean up the Liangshui River in Beijing and the Luohe River and
related waterways in Luoyang.

The following table sets forth certain information in relation to Beijing Water’s sewage treatment
and reclaimed water treatment services as at 31 December 2014:

Number of plants Design capacity

Actual processing
capacity during

2014

(Tons/Day) (Tons (M))

Mainland China:

Sewage and reclaimed water treatment services:

Southern China .............................................. 46 3,013,700 967.3

Western China ............................................... 40 1,482,000 511.4

Shandong region ............................................ 23 1,027,000 318.8

Eastern China ................................................ 46 1,623,250 336.9

Northern China .............................................. 22 796,000 234.6

177 7,941,950 2,369.0

Water distribution services ................................ 26 3,420,000 589.3

203 11,361,950 2,958.3

Overseas(1) ....................................................... 37 91,200 33.4

Total ................................................................. 240 11,453,150 2,991.7

Note:
(1) Includes 24 sewage treatment services and 13 water distribution services.

Details of Beijing Water’s regional sewage treatment operations are set out below.

Southern China

As at 31 December 2014, Beijing Water operated 46 sewage treatment plants in southern China
with a combined daily design sewage treatment capacity of 3,013,700 tons, representing an increase
of 258,700 tons per day, or 9 per cent., as compared with 2,755,000 tons per day in 2013. Beijing
Water’s sewage treatment facilities are located mainly in Guangdong, Hunan and Hainan provinces.
For 2014, the actual aggregate processing volume was 967.3 million tons.

Western China

As at 31 December 2014, Beijing Water operated 40 sewage treatment plants in western China
with a combined daily design sewage treatment capacity 1,482,000 tons, representing an decrease of
169,500 tons per day, or 10 per cent., as compared with 1,651,500 tons per day for 2013. Beijing
Water’s sewage treatment plants in western China are located mainly in Yunnan, Guangxi, Sichuan and
Guizhou provinces. For 2014, the actual sewage processing volume was 511.4 million tons.
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Shandong region

As at 31 December 2014, Beijing Water operated 23 plants in the Shandong region with a
combined daily design capacity of 1,027,000 tons, representing an increase of 575,000 tons per day,
or 127 per cent., as compared with 452,000 tons per day in 2013. For 2014, the actual aggregate
processing volume was 318.8 million tons.

Eastern China

As at 31 December 2014, Beijing Water operated 46 plants in eastern China with a combined
daily design capacity of 1,623,250 tons, representing an increase of 415,000 tons per day, or 34 per
cent., as compared with 1,208,250 tons per day in 2013. Beijing Water’s sewage treatment facilities
are located mainly in Zhejiang, Jiangsu and Anhui provinces. For 2014, the actual aggregate
processing volume was 336.9 million tons.

Northern China

As at 31 December 2014, Beijing Water operated 22 plants in northern China with a combined
sewage treatment capacity of 796,000 tons per day, representing a increase of 185,000 tons per day
as compared with 611,000 tons per day in 2013. For 2014, the actual aggregate processing volume was
234.6 million tons.

Water supply service

Beijing Water uses chemical and biological processes to treat and purify raw water at its
waterworks facilities before supplying the water for general consumption.

As at 31 December 2014, Beijing Water had 26 water distribution plants in operation. Total daily
design capacity in operation was 3,420,000 tons (31 December 2013: 2,750,000 tons). The plants were
mainly located in Guizhou Province, Fujian Province, Shandong Province, Henan Province and
Guangxi Province. The actual average contracted tariff charge of water distribution is approximately
HK$2.29 per ton. The aggregate actual processing volume is 589.3 million tons, of which 292.7
million tons was contributed by subsidiaries and 296.6 million tons was contributed by joint ventures.

As at 31 December 2014, the Group had 24 sewage treatment plants and 13 water distribution
plants in Portugal with a total daily design sewage treatment and water distribution capacity in
operation of 55,200 tons and 36,000 tons respectively. The aggregate actual processing volume for
sewage treatment and water distribution is 21.2 million tons and 12.2 million tons, respectively.

Construction

Beijing Water’s construction projects are primarily comprehensive renovation projects and BOT
projects. For the years ended 31 December 2013 and 2014, revenue from the Group’s construction
services business accounted for 59 per cent. and 51 per cent. of Beijing Water’s revenue respectively.

Comprehensive renovation projects

Beijing Water provides construction services on a comprehensive renovation basis for the design,
construction and installation of water or sewage treatment facilities and pipeline networks for its
customers at a fixed contract price (subject to agreed variation orders). Upon completion, Beijing
Water delivers the project to its customers for their operation and bears no further responsibility for
the maintenance or repair of the facilities. Beijing Water’s comprehensive renovation projects
typically take between 12 and 24 months to complete. The Group recognises revenue from its
comprehensive renovation projects on the basis of the percentage of completion method commencing
when a legally binding contract is executed and when the total construction costs of the facilities under
development can be reliably estimated. The Group’s comprehensive renovation projects primarily
involve the construction of an intercepting canal and its ancillary facilities, water environmental
renovation facilities, pipeline networks and other infrastructure. During the year ended 31 December
2014, the Group had ten comprehensive renovation projects under construction.These projects are
located in Guangxi Beijing Liangshuihe, Henan Luoyang, Foshan Gaoming, Hunan Zhuhui, Yunnan
Kunming, Yunan Yuxi and Malaysia Pantai.
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BOT projects

Beijing Water has entered into a number of service concession contracts on a BOT basis for its
sewage treatment business. For BOT projects, Beijing Water typically designs and constructs sewage
and water treatment facilities, which Beijing Water operates for a contractually agreed period of up
to 30 years. Beijing Water bears all relevant design, construction and operating costs of the treatment
facilities and does not receive payments from customers during the construction stage of the projects.
Upon commencement of operations, Beijing Water receives regular, usually monthly, payments from
the local government based on a contractually agreed tariff and the volume of water. Beijing Water is
responsible for all repair and maintenance costs during the term of the concession. At the end of the
agreed concession period, Beijing Water is required to transfer the treatment facilities to the local
government, but Beijing Water may be reappointed under a bidding process to continue to operate the
facilities on an operate-and-manage basis.

BOT projects require substantial investments for the construction of the treatment facilities.
Beijing Water funds its BOT projects through a combination of internal resources and external
borrowings.

As at 31 December 2014, Beijing Water was constructing 326 water plants with a total daily
design capacity of 4,651,900 tons on a BOT, TOT, DBOO, and PPP basis. These water plants are
mainly located in Beijing, Sichuan, Shandong, Yunnan, Liaoning, Guangxi, Jiangsu, Shanxi,
Heilongjiang and Hunan provinces. These projects are expected to commence operations in 2015.

Concession periods in respect of BOT projects usually have a term of up to 30 years. During the
concession period Beijing Water is responsible for the repair and maintenance of the facilities. Once
operations have commenced Beijing Water receives a monthly tariff from its customers for the term
of the concession period.

Technical and consultancy services

Beijing Water maintains a number of licences in engineering consulting and design of water
treatment plants. As an integrated water system solution provider, Beijing Water has not only acquired
extensive experience in bidding, building and operating sewage and water treatment projects, but also
successfully marketed its treatment technology and experience in construction services to other
operators and constructors based in the PRC. For the years ended 31 December 2013 and 2014, Beijing
Water recorded revenue of HK$117.6 million and HK$280.7 million from its technical and
consultancy services, respectively.

Solid Waste Treatment Business

Beijing Development (Hong Kong) Limited (“Beijing Development”)

The Company holds a 50.36 per cent. equity interest in Beijing Development. The shares of
Beijing Development are listed on the main board of the Hong Kong Stock Exchange (stock code:
154). Beijing Development is primarily engaged in solid waste treatment business after acquiring two
solid waste incineration companies in April 2014, namely KCS Taian Investments Company Limited
and KCS Changde Investments Company Limited, whose principal activities are the investment and
operation of two waste-to-energy projects in Shandong Province and Hunan Province in the PRC
through their respective subsidiaries, namely, Tai An China Sciences Environment Power Company
Limited and Changde Zhonglian Environmental Electricity Co. Ltd, for an aggregate consideration of
approximately RMB520 million.

In the second half of 2014, the Group established a 99 per cent. equity owned joint venture (the
“Haidian Licensed Company”) for the investment and operation of a solid waste incineration plant
in Beijing, namely 北京市海澱區循環經濟產業園再生能源發電廠 PPP項目 Beijing Haidian District
Cyclic Economy Industrial Park Renewable Energy Power Generation Plant PPP Project (the “Haidian
Project”). The total investment amount of the Haidian Project shall be RMB1,525 million and it is
operated on a Public-Private-Partnership (“PPP”) basis. The Haidian Project has household waste
treatment capacity of 2,500 tonnes/day, including household waste incineration of 2,100 tonnes/day
(equipped with three 600 tonnes/day mechanical grate incinerators and two 20MW steam turbine
generators) and kitchen waste biochemical treatment of 400 tonnes/day.
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Other projects

In 2014, the Company acquired control of GSE Investment Corporation (“GSE”). The major
assets of GSE include three solid waste incineration projects, namely 北京高安屯生活垃圾焚燒發電
專案 (Beijing Gaoantun Municipal WTE Project)(the “Gaoantun Project”), 江蘇省張家港垃圾焚燒發
電項目 (Zhangjiagang WTE Project, Jiangsu)(the “Zhangjiagang Project”) and 北京金州安潔危險廢
物處理專案 (Beijing Golden State Anjie Hazardous Waste Treatment Project)(the “Anjie Project”).
The Gaoantun Project is operated on a BOT basis with a solid waste treatment capacity of 1,600 tonnes
per day, the Zhangjiagang Project operates on a Build-Own-Operate basis with a solid waste treatment
capacity of 900 tonnes per day and the Anjie Project operates on a BOT basis with a hazardous waste
treatment capacity of 40 tonnes per day.

Employees

As at 31 December 2014, the Company employed approximately 49,500 employees, substantially
all of whom are located in the PRC and Hong Kong. Staff benefits include salaries, provident fund,
insurance and medical cover, housing and share option schemes. The Company believes its employees
are critical to the Company’s success and the Company is committed to investing in the development
of such employees through continuing education and structured training, as well as the creation of
opportunities for career growth.

Environmental Compliance

The Company believes it is in compliance in all material respects with applicable environmental
regulations in the jurisdictions in which the Company operates. The Company is not aware of any
environmental proceedings or investigations to which the Company or any member of the Group is or
might become a party and which might have a material adverse effect on the Company’s properties and
operations.

PRC Government Regulation

The Company’s businesses are subject to various laws and regulations in the PRC. The
Company’s properties are subject to routine inspections by government officials with regard to various
safety and environmental issues. The Company believes it is in compliance in all material respects
with government regulations currently in effect in the jurisdictions in which the Company operates.
The Company is not aware of significant problems with respect to compliance with government
regulations in relation to the Company’s operations which could have a material adverse effect on the
Company’s properties or operations, nor is the Company aware of any pending government legislation
that could have a material adverse effect on the Company’s properties or operations.

Insurance

The Company is covered by insurance policies for losses from fire, flood, riot, strike, malicious
damage, other material damage to property, business interruption and public liability. The Company
believes its properties are covered with adequate insurance provided by reputable independent
insurance companies in the relevant jurisdictions and with commercially reasonable deductibles and
limits on coverage, which are normal for the type and location of the properties to which they relate.
Notwithstanding such insurance coverage, damage to the buildings, facilities, equipment or other
properties as a result of occurrences such as fire, floods, earthquake, water damage, explosion, power
loss, typhoons, nuclear accidents and other natural disasters or terrorism, could potentially have a
material adverse effect on the Company’s financial condition and results of operation.

Property

Many of the Company’s properties that the Company uses for the Company’s business,
particularly properties related to the natural gas distribution and transmission, are used pursuant to
land use arrangements entered into with local or provincial PRC Government authorities. Pursuant to
such arrangements, the Company has obtained the land use rights through allocation and authorisation
from the local government without paying land premium to local land authorities. Such arrangements
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are not formalised in all cases, and limit the Company’s usage of the property to the specific purpose
for which the original use has been granted. Under PRC laws and regulations, approvals from, and
payment of land premium to local land authorities are necessary for any transfer, lease, sale and
disposal of such allocated or authorised land or the buildings attached thereto.

Litigation

From time to time, the Company may be involved in legal proceedings concerning matters that
arise in the ordinary course of business operations. However, as at the date hereof, the Company is
currently not involved in, nor has the Company been recently involved in, any legal or arbitral
proceedings, if determined adversely against it, to have a material adverse effect on the Company’s
consolidated financial position and results of operations.
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