I

Tianjin Tianbao Energy Co., Ltd.
XEXFEEBRIGBIRATE

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

Stock Code : 1671

Placing and Public Offer

Sole Sponsor

RIEOMS(58)8IRASE)

ORIENT CAPITAL (HONG KONG) LIMITED
Sole Global Coordinator

ERJ5EE 55 (&5i8)BIRAT]

ORIENT SECURITIES (HONG KONG) LIMITED

Joint Bookrunners and Joint Lead Managers
g 3 NS O\ P ! #R hig
%EgEﬁI(EEHE(ZKEONEEIﬁ‘IE w ﬂf};ﬁn?sfmﬁe? Limit;ﬂd @ ﬁnﬁnn?j‘mﬁ r’J ﬁ‘“‘%‘gﬂo"‘“ 5 W-‘-‘E-':-E:E'i’.]

* For identification purposes only



IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this Prospectus, you should obtain independent
professional advice.

Tianjin Tianbao Energy Co., Ltd.”
ARERAREREROBRQF

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

PLACING AND PUBLIC OFFER

Number of Offer Shares : 38,540,000 H Shares (subject to the Offer Size
Adjustment Option)
Number of Public Offer Shares 3,854,000 H Shares (subject to reallocation)
Number of Placing Shares : 34,686,000 H Shares (subject to reallocation
and the Offer Size Adjustment Option)
Maximum Offer Price : HK$1.90 per H Share plus brokerage of 1%,
SFC transaction levy of 0.0027%, and Stock
Exchange trading fee of 0.005% (payable in
full on application in Hong Kong dollars and
subject to refund on final pricing)
Nominal value : RMBI1.00 per H Share
Stock code : 1671
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this Prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this Prospectus.

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

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and us on the Price Determination
Date, which is expected to be on or around April 19, 2018 and, in any event, not later than April 25, 2018. The Offer Price will be not more than HK$1.90 per Offer Share
and is currently expected to be not less than HKS1.74 per Offer Share unless otherwise announced. If, for any reason, the Offer Price is not agreed by April 25, 2018 between
the Sole Global Coordinator (for itself and on behalf of the Underwriters) and us, the Share Offer will not proceed and will lapse. Applicants for the Public Offer Shares
are required to pay, upon application, the maximum Offer Price of HK$1.90 per Offer Share for each Public Offer Shares together with brokerage of 1%, SFC transaction
levy of 0.0027%, and Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally determined is less than HK$1.90 per Offer Share.

The Sole Global Coordinator (for itself and on behalf of the Underwriters) may, with our reduce the ber of Offer Shares being offered under the
Share Offer and/or the indicative Offer Price range below that stated in this Prospectus at any time on or prior to the morning of the last day for lodging
applications under the Public Offer. In such a case, an ement will be published in South China Morning Post (in English) and Hong Kong Economic Times
(in Chinese) not later than the morning of the day which is the last day for lodging applications under the Public Offer. Such notice will also be available at the
website of the Stock Exchange at www.hkexnews.hk and our website at www.tjtbny.com. For further information, see the sections headed “Structure of the Share
Offer” and “How to Apply for Public Offer Shares” in this Prospectus.

The obligations of the Public Offer Underwriters under the Public Offer Underwriting Agreement are subject to termination by the Sole Global Coordinator (for itself and
on behalf of the Public Offer Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in the section headed “Underwriting”
in this Prospectus.

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

Our Company is incorporated, and our operations are primarily located, in the PRC. Potential investors should be aware of the differences in the legal, economic and
financial systems between the PRC and Hong Kong and that there are different risk factors relating to investments in PRC-incorporated companies. Potential investors
should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different
market nature of our Shares. Such differences and risk factors are set out in the sections headed “Risk Factors”, “Appendix IV — Taxation and Foreign Exchange”, “Appendix
V — Summary of Principal Legal and Regulatory Provisions” and “Appendix VI — Summary of the Articles of Association of our Company” in this Prospectus.

* For identification purposes only.
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EXPECTED TIMETABLEY

If there is any change in the following expected timetable of the Public Offer, we will issue
an announcement in Hong Kong to be published in English in South China Morning Post and
in Chinese in Hong Kong Economic Times.

Latest time to complete electronic applications
under White Form eIPO service through
the designated website www.eipo.com.hk® .. ... .. ... ... ... . 11:30 a.m. on Thursday,
April 19, 2018

Application Lists open™® .. ... ... .. .. ... ... 11:45 a.m. on Thursday,
April 19, 2018

Latest time to lodge WHITE and
YELLOW Application Forms . ............ ... . ... ..... 12:00 noon on Thursday,
April 19, 2018

Latest time to give electronic application
instructions to HKSCC™ . ... ... ... .. .. ............... 12:00 noon on Thursday,
April 19, 2018

Latest time to complete payment of
White Form eIPO applications by effecting internet
banking transfer(s) or PPS payment transfer(s) .............. 12:00 noon on Thursday,
April 19, 2018

Application Lists close .. .......... .. . . i 12:00 noon on Thursday,
April 19, 2018

Expected Price Determination Date®® .. ....................... on or about Thursday,

April 19, 2018

(1) Announcement of:

the Offer Price;

. the level of applications in the Public Offer;

. the level of indications of interest in the Placing; and
. the basis of allotment of the Public Offer Shares,

to be published in the South China Morning Post

(in English) and the Hong Kong Economic Times

(in Chinese), and on the website of the

Stock Exchange at www.hkexnews.hk and
the Company’s website at www.tjtbny.com

O On Thursday,

April 26, 2018




EXPECTED TIMETABLEY

(2) Announcement of results of allocations in the
Public Offer (including successful applicants’
identification document numbers, where appropriate)
will be available through a variety of channels
(please see “How to Apply for Public Offer Shares
— 11. Publication of Results™) from . ........... ... ... ... .. .. ........ Thursday,
April 26, 2018

Results of allocations in the Public Offer
will be available at www.iporesults.com.hk

(alternatively: English https://www.eipo.com.hk/en/Allotment;

Chinese https://www.eipo.com.hk/zh-hk/Allotment)

with a “search by ID” function from ........ ... ... ... ... ... .. .... Thursday,
April 26, 2018

H Share certificates in respect of wholly or

partially successful applications to be dispatched on or before”® ... . .. .. .. Thursday,

April 26, 2018

White Form e-Refund payment instructions/refund

cheques in respect of wholly or partially unsuccessful

applications to be dispatched on or before® U L. Thursday,

April 26, 2018

Dealings in H Shares on the Stock Exchange
expected tO COMMENCE At . . . ..o v vttt e e 9:00 a.m. on Friday,
April 27, 2018

(1)  All times refer to Hong Kong local time, except otherwise stated. Details of the structure of the Share Offer,
including conditions of the Public Offer, are set forth in “Structure of the Share Offer”.

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

(3)  If there is a tropical cyclone warning signal number 8 or above or a “black” rainstorm warning in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, April 19, 2018, the Application Lists will
not open on that day. Please see “How to Apply for Public Offer Shares — 10. Effect of Bad Weather on the
Opening of the Application Lists”.

(4)  Applicants who apply for the Public Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for Public Offer Shares — 6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS” of this Prospectus.

5) The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be
on or about Thursday, April 19, 2018, and in any event no later than Wednesday, April 25, 2018. If, for any
reason, the Offer Price is not agreed on or before Wednesday, April 25, 2018, the Share Offer (including the
Public Offer and the Placing) will not proceed and will lapse.

(6)  None of the websites or any of the information contained on the websites forms part of this Prospectus.
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EXPECTED TIMETABLEY

@)

(®)

©))

(10)

No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates will only
become valid certificates of title at 8:00 a.m. on Friday, April 27, 2018, provided that (i) the Share Offer has
become unconditional in all respects and (ii) the Underwriting Agreements have not been terminated in
accordance with their respective terms. Investors who trade H Shares on the basis of publicly available
allocation details prior to the receipt of share certificates or prior to the share certificates becoming valid
certificates of title do so entirely at their own risk.

Applicants who apply for 1,000,000 or more Public Offer Shares and have provided all required information
may collect refund cheques (where applicable) and H Share certificates (where applicable) in person from our
H Share Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Thursday,
April 26, 2018. Applicants being individuals who are eligible for personal collection must not authorize any
other person to make collection on their behalf. Applicants being corporations who are eligible for personal
collection must attend by their authorized representatives each bearing a letter of authorization from his
corporation stamped with the corporation’s chop. Both individuals and authorized representatives (if
applicable) must produce, at the time of collection, evidence of identity acceptable to Computershare Hong
Kong Investor Services Limited. Uncollected refund cheques and H Share certificates will be dispatched
promptly by ordinary post to the addresses as specified in the applicants’ Application Forms at the applicants’
own risk. Details of the arrangements are set out in “How to Apply for Public Offer Shares”.

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

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications and in respect of successful applications if the Offer Price is less than the price payable on
application.
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IMPORTANT NOTE TO INVESTORS

This Prospectus is issued by Tianjin Tianbao Energy Co., Ltd. solely in connection
with the Public Offer and the Public Offer Shares, and it does not constitute an offer
to sell or a solicitation of an offer to buy any security other than the Public Offer
Shares offered by this Prospectus pursuant to the Public Offer. No person may use this
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the Offer Shares in other jurisdictions are subject to restrictions and may not be made
except as permitted under the applicable securities laws of such jurisdictions pursuant
to registration with or authorization by the relevant securities regulatory authorities or
an exemption therefrom.

You should rely only on the information contained in this Prospectus and the
Application Forms to make your investment decision. We have not authorized anyone
to provide you with information that is different from what is contained in this
Prospectus. Any information or representation not made in this Prospectus must not be
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or advisers, or any other person or party involved in the Share Offer.
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SUMMARY

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

OVERVIEW

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). We are engaged
in cogeneration of steam together with electricity, heating and cooling. We are the only such
power operator in Tianjin which is also engaged in electricity dispatch and sale, according to
the Ipsos Report. Our power cogeneration technology has enabled us to enhance our thermal
efficiency and reduce our fuel cost, which is more environmentally friendly compared with
conventional power generation plants.

For the years ended December 31, 2015, 2016 and 2017, our revenue was RMB478.6
million, RMB432.9 million and RMB452.5 million, respectively. For the same periods, our
profit for the year was RMBS55.0 million, RMB54.3 million and RMB30.3 million,
respectively. The table below sets forth a revenue breakdown for each of our business

segments, both in actual amounts and as a percentage of total revenue during the Track Record
Period:

Year ended December 31,

2015 2016 2017

RMB in % of  RMB in % of  RMB in % of
thousands Total thousands Total thousands Total

Electricity dispatch and
sale business 222,652 46.5 204,691 473 207,812 459

Power generation and

supply business 203,494 425 183,522 424 185,461 41.0
Steam 155,341 325 144,821 33.5 145,043 32.1
Electricity 22,570 4.7 19,974 4.6 20,741 4.6
Heating and cooling 25,583 5.3 18,727 4.3 19,677 4.3
Other businesses 52,458 11.0 44,673 10.3 59,194 13.1
Total Revenue 478,604 100.0 432,886 100.0 452,467 100.0

In our power generation and supply business, we use cogeneration technology to generate
steam together with electricity, heating and cooling to serve our customers. Our coal-fired
cogeneration power plant consists of two backpressure cogeneration units with a total installed
capacity of 30 MW. We sell the electricity generated to Tianjin Electric Power Company, which

1



SUMMARY

is a local branch of State Grid, while we also provide steam, heating and cooling to our
industrial and commercial customers in Tianjin Port Free Trade Zone (Seaport).

Unlike conventional power generation plants, we have adopted coal-fired cogeneration
technology utilizing backpressure turbines in our power generation and supply business, which
allows us to generate electricity when we generate steam, heating and cooling. Such technology
provides us with the synergies of generating steam, electricity, heating and cooling
simultaneously, which has enabled us to achieve a thermal efficiency rate that is much higher
than the PRC industry average and, conversely, a coal consumption rate that is much lower than
the PRC industry average. In our cogeneration process, we focus on green production and
ultra-low emissions, which is aligned with the power generation and environmental protection
guidelines under relevant PRC regulations and policies in the power generation industry. By
controlling the quality of coal we use, utilizing automated coal crushing technology and strict
desulphurization, denitration and de-dusting procedures, our coal-fired cogeneration units have
achieved an average level of emission of SO,, NO, and smoke which is much lower than the
standards of ultra-low emission of SO,, NO, and smoke required under PRC laws and
regulations.

In our electricity dispatch and sale business, we purchase electricity from Tianjin Electric
Power Company Binhai Branch, which is also a local branch of State Grid, transform
electricity from 35 kV to 10 kV, and then dispatch and sell it via our power facilities and grid
to our end-user customers in various industries located in Tianjin Port Free Trade Zone
(Seaport), including grain and oil, storage and logistics, mechanical manufacturing, electronics
manufacturing and chemical engineering.

In addition, we provide other value-added services, including power facility construction
services and industrial facility operation and maintenance services, to our customers in Tianjin
Airport Economic Zone and central Tianjin, and sell electrical components, mainly low voltage
switches, to our customers in Tianjin.

Given our power generation and electricity dispatch capabilities, we are able to serve our
customers in Tianjin Port Free Trade Zone (Seaport) by meeting their diverse energy demands,
including electricity, steam, heating and cooling, as well as other value-added services. Such
synergistic effects and our adoption of our advanced technologies have enabled us to improve
operating efficiency, reduce maintenance costs, achieve coordinated customer relationships and
capture growth opportunities available from our customers.

OUR COMPETITIVE STRENGTHS
. We are the sole power operator in Tianjin Port Free Trade Zone (Seaport)

. We utilize coal-fired cogeneration and electricity transformation technologies to
provide cost-efficient and high-quality power operations and services to our
customers in Tianjin Port Free Trade Zone (Seaport)

. Our focus on coal-fired cogeneration technology, green production and ultra-low
emission aligns with the power generation and environmental protection guidelines
under relevant PRC regulations and policies

_2_
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. We maintain a strong relationship with State Grid

. We are well positioned to capture growth opportunities in the PRC with our
experienced and visionary management team

OUR STRATEGIES

. Continue to enhance our capabilities in environmental protection and research and
development, and further enhance our operational efficiency, reduce costs and

improve our profitability

. Proactively adapt to the reformation of the PRC power industry and seize potential

business opportunities

. Penetrate new geographic areas by leveraging our one-stop and comprehensive
power services and replicable business model

. Seek strategic acquisition and investment opportunities in other electricity dispatch
companies and coal-fired cogeneration power plants

OUR BUSINESS MODEL

Our operations comprise (i) power generation and supply, (ii) electricity dispatch and sale
and (iii) other businesses, including power facility construction services, industrial facility
operation and maintenance services and trading of electrical components. In our power
generation and supply business, we use cogeneration technology to generate steam together
with electricity, heating and cooling. We then sell the electricity generated to a local branch of
State Grid in Tianjin and supply steam, heating and cooling to local industrial and commercial
customers in Tianjin Port Free Trade Zone (Seaport). In our electricity dispatch and sale
business, we dispatch and sell electricity purchased from another local branch of State Grid in

Tianjin to local industrial and commercial customers in Tianjin Port Free Trade Zone (Seaport).

OUR CUSTOMERS AND SUPPLIERS

Our Suppliers

In our electricity dispatch and sale business, our sole electricity supplier is Tianjin
Electric Power Company Binhai Branch, which is a local branch of State Grid.

In our power generation and supply business, our suppliers of raw materials include
primarily our coal suppliers, and to a lesser extent, our water suppliers. We do not rely on any
particular coal supplier for our coal procurement because the coal market is a highly
competitive and transparent market. During the Track Record Period, we conducted between
nine to 11 biddings each year for the selection of our coal suppliers. We purchased the coal we

used in our coal-fired cogeneration power plant from five, four and five suppliers during the

_3_



SUMMARY

years ended December 31, 2015, 2016 and 2017, respectively. One of our coal suppliers in
2015 and 2016 was our related party, which accounted for 23.8% and 21.0% of our coal
purchases for the same periods, respectively. In our power generation and supply business, we
primarily procure fresh water from a related party. Please see “Connected Transactions — II.
Non-Exempt Continuing Connected Transactions”. Since September 2016, we also procured
recycled water from an independent third party. We outsource some of our operation and
maintenance service needs for our coal-fired cogeneration power plant, including daily
operations, routine maintenance, regular inspections and repair work, to third-party
professional service providers. During the Track Record Period, our major third-party
professional service providers included a reputable power plant operator located in Shanxi
Province and a professional service provider of desulphurization and de-dusting systems.

We are also a regional distributor of a well-known global low-voltage switch producer in
Tianjin. We distribute low-voltage switches we procured from this producer to our customers
in Tianjin.

In 2015, 2016 and 2017, purchases from our five largest suppliers collectively accounted
for approximately 74.9%, 77.1% and 76.2% of our total purchases during the same periods,
respectively, and purchases from our largest supplier accounted for approximately 55.7%,
57.4% and 50.2% of our total purchases, respectively. Tianjin Electric Power Company Binhai
Branch was our largest supplier during each of the years ended December 31, 2015, 2016 and
2017. Our five largest suppliers during the Track Record Period also included the
aforementioned well-known global low-voltage switch producer, coal suppliers and an
outsourced operation and maintenance service provider.

Our Customers

We are required by the Electric Power Law of the PRC to sell all of our self-generated
electricity to the State Grid or its local branch, except for a small amount for our own use.
Thus, Tianjin Electric Power Company, which is also a local branch of State Grid, is our sole
customer of the electricity generated by us.

Our steam, heating and cooling customers are companies located in Tianjin Port Free
Trade Zone (Seaport) and its vicinity in various industries. For the year ended December 31,
2016, we supplied steam to 43 customers, heating to 61 customers and cooling to 13 customers.
For the year ended December 31, 2017, we supplied steam to 44 customers, heating to 71
customers and cooling to 13 customers.

The customers of our electricity dispatch and sale business are companies located in
Tianjin Port Free Trade Zone (Seaport) from various industries. For the years ended December
31, 2016 and 2017, we dispatched and sold electricity to a total of 140 customers and 146
customers, respectively.

The customers of our other businesses are companies located in Tianjin Port Free Trade
Zone (Seaport), Tianjin Airport Economic Zone and central Tianjin. For the year ended
December 31, 2016, we provided power facility construction services and industrial facility
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operation and maintenance services to 60 customers and sold electrical components to 65
customers. For the year ended December 31, 2017, we provided power facility construction
services and industrial facility operation and maintenance services to 57 customers and sold
electrical components to 37 customers.

In 2015, 2016 and 2017, sales to our five largest customers collectively accounted for
approximately 43.8%, 47.7% and 45.4% of our total revenue during the same periods,
respectively, and sales to our largest customer accounted for approximately 19.3%, 22.3% and
20.5% of our total revenue, respectively. Except for Tianjin Electric Power Company, our five
largest customers during the Track Record Period were industrial and commercial customers
for our electricity and steam. We also provided power facility construction services or
industrial facility operation and maintenance services or sold electrical components to some of
these customers.

For further details on our customers and suppliers, see the sections headed “Business —
Customers” and “Business — Suppliers” of this Prospectus.

RISK FACTORS

Our business faces various risks, including those set out in the section headed “Risk
Factors” starting on page 34 of this Prospectus. As different investors may have different
interpretations and criteria when determining the significance of a risk, you should read the
“Risk Factors” section in its entirety before you decide to invest in the H Shares. Some of the
major risks that we face include:

. We depend on our customers in Tianjin Port Free Trade Zone (Seaport) for the sales
of our electricity, steam, heating and cooling and any decrease in demand from these
customers, loss of major customers, or overall economic downturn in the region will
expose us to operational and financial risks.

. Increasing coal costs may materially and adversely affect our operating results and
we have limited ability to pass on potential coal price increases to our customer
through any potential increases in on-grid tariffs.

. We are subject to risks relating to the relative geographic concentration of our
business operations in Tianjin Port Free Trade Zone (Seaport).

. Our operations in Tianjin Port Free Trade Zone (Seaport) are extensively regulated
by and subject to inspections and examinations by relevant PRC regulatory
authorities.

. The operations of our power generation and supply and electricity dispatch and sale
businesses and provision of power facility construction services and industrial
facility operation and maintenance services may be adversely affected by
operational risks, which could result in lost revenue, increased maintenance costs
and potential liability to our customers.

_5_
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OUR RESULTS OF OPERATIONS

The following tables set forth selected financial data from our consolidated financial
information for the years indicated, extracted from the Accountants’ Report attached as

Appendix I to this Prospectus:

Summary Consolidated Statements of Profit or Loss

Year ended December 31,
2015 2016 2017
(RMB in thousands)

Revenue 478,604 432,886 452,467
Cost of sales (386,038) (348,398) (393,788)
Gross profit 92,566 84,488 58,679
Other net income 220 299 6,616
Administrative expenses (22,395) (12,387) (14,990)
Profit from operations 70,391 72,400 50,305
Interest income 3,179 416 1,410
Interest expense 9) (388) (11,346)
Profit before tax 73,561 72,428 40,369
Income tax (18,518) (18,110) (10,097)
Profit for the year 55,043 54,318 30,272

Our revenue decreased from 2015 to 2016 mainly as a result of the decrease in demand
for our products and services from certain customers in the Tianjin Port Free Trade Zone
(Seaport), whose demand may have been affected by the overall PRC economic environment.
For example, to the best knowledge of our Directors, certain of our customers decreased or
suspended production during the Track Record Period due to the overall PRC economic
slowdown, particularly in the secondary sector in Tianjin, which contributed to the decrease in
demand for steam and electricity, despite the GDP growth in the Tianjin economy, which was
driven by economic activities in the tertiary industry, according to the Ipsos Report. Our
revenue increased from 2016 to 2017 primarily due to an increase in sales of electrical
components. Please see “Financial Information — Year to Year Comparison of Our Results of

Operations” for more details.
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Gross Profit and Gross Profit Margin

Year ended December 31,
2015 2016 2017

(% of  (Gross (% of  (Gross (% of  (Gross
(RMBin  gross  profit  (RMBin  gross  profit  (RMBin  gross  profit
thousands)  profit)  margin) thousands)  profit)  margin) thousands)  profit) margin)

Power generation and supply business 08,287  738%  33.6% 03,674 754%  347% 35685 608%  192%
Electricity dispatch and sale business 19,009  20.5% 8.5% 16,383 19.4% 8.0% 14,704 25.1% 7.1%
Other businesses 5210 57%  10.0% 4431 529 99% 8290  141%  14.0%
Total 92,566 100.0% 193% 84488 1000% 195% 38,679  100% 13.0%

The decrease in our gross profit from 2015 to 2016 was generally in line with the decrease
in our revenue. The decrease in our gross profit and gross profit margin from the year ended
December 31, 2016 to the year ended December 31, 2017 was primarily due to an increase in
our cost of coal of RMB24.0 million, or 41.6%, resulting from a 40.9% increase in the average
price of coal we purchased to RMB561.2 per ton for the year ended December 31, 2017 from
RMB398.2 per ton for the year ended December 31, 2016.

We have adopted coal-fired cogeneration technology utilizing backpressure turbines in
our power generation and supply business, which allows us to generate electricity when we
generate steam, heating and cooling. Therefore, sales of steam, electricity, heating and cooling
under our power generation and supply business shared common costs in connection with the
operation and maintenance of our backpressure turbines and CFB boilers, which primarily
include cost of coal, cost of outsourcing operation to independent third parties, cost of water

and electricity, depreciation and staff costs.

For discussion of our consolidated income statements, see “Financial Information —
Description of Key Statement of Profit or Loss Items” starting on page 250 of this Prospectus.

Summary Consolidated Statements of Financial Position

As of December 31,

2015
2015 adjusted 2016 2017

(RMB in thousands)

Current assets 125,265 168,369 140,116 186,535
Current liabilities 117,430 162,100 89,778 143,997
Net current assets 7,835 6,269 50,338 42,538

We present illustrative adjusted current assets and liabilities positions as of December 31,
2015, which combined (i) the current assets and liabilities specifically relating to the Haigang
Thermal Plant Business as of December 31, 2015 that were originally excluded from our
consolidated statements of financial position, with (ii) our current assets and liabilities as of

g
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December 31, 2015 as recorded in our consolidated statements of financial position. For further

details, see “Financial Information — Net Current Assets” starting on page 266 of this

Prospectus.

Summary of Consolidated Statements of Cash Flows

Year ended December 31,

2015 2016 2017
(RMB in thousands)

Net cash generated from

operating activities 76,351 67,277 76,200
Net cash (used in)/generated from

investing activities (33,800) (13,322) 3,947
Net cash used in financing activities (167,272) (25,297) (58,327)
Net increase/(decrease) in cash and

cash equivalents (124,721) 28,658 21,820
Cash and cash equivalents at beginning

of the year 190,310 65,591 94,251
Effect of foreign exchange rate changes, net 2 2 -
Cash and cash equivalents at end of the year 65,591 94,251 116,071

For details of our cash flows, see “Financial Information — Liquidity and Capital

Resources — Cash Flows” starting on page 261 of this Prospectus.

Key Financial Ratios

Year ended December 31,

2015
2015 adjusted 2016 2017
Profitability ratios
Return on equity"’ 12.8% 12.8% 17.9% 13.2%
Return on total assets® 9.1% 8.8% 10.0% 5.6%
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As of December 31,

2015
2015 adjusted 2016 2017
Liquidity ratios
Current ratio 1.07 1.04 1.56 1.30
Quick ratio 1.00 0.98 1.48 1.25

As of and for the year ended
December 31,

2015
2015 adjusted 2016 2017
Capital adequacy ratios
Net debt to net assets ratio net cash net cash 62.2% 40.1%
Gearing ratio - - 43.3% 38.6%
Interest coverage 7,821.2 7,821.2 186.6 4.4

Notes:

(1)  Return on equity is calculated as profit for the year divided by the arithmetic mean of the opening and closing
balances of total equity in the relevant year and multiplied by 100%.

(2)  Return on total assets is calculated as profit for the year divided by the arithmetic mean of the opening and
closing balances of total assets in the relevant year and multiplied by 100%.

Gearing ratio is calculated as total borrowing and other non-current liabilities divided by
total assets. Please see “Financial Information — Key Financial Ratios” starting on page 282 of

this Prospectus for descriptions of the calculation of other financial ratios.

Other non-current liabilities represent payables to Tianbao Holdings and Tianbao
Investment in relation to our equity reduction. Please see “Financial Information — Certain
Balance Sheet Items — Other non-current liabilities”. We record interest expenses in connection
with such payables, which although non-recurring and not affecting our cash flows, do have an

adverse impact on our results of operations and financial condition.

KEY OPERATING DATA

Utilization rate, thermal efficiency and coal consumption rate indicate how efficiently our
coal-fired cogeneration power plant has been generating steam, heating, cooling and electricity,

which are the principal sources of our revenue and cash flow.
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The
generating

following table sets forth certain production operating metrics for our power
units for the years indicated:

Year ended December 31,

2015 2016 2017

Installed capacity (MW) 2x 15 MW 2x 15 MW 2x 15 MW
Utilization rate (%)" 30.7% 30.6% 30.7%
Gross electricity generated (MWh) 80,038 78,137 80,551
Net steam generated (ton) 058,184 909,895 888,871
Sales volume of steam (ton) 860,625 802,949 798,755
Price of steam (inclusive of VAT) (RMB/ton) 204.0 204.0 204.0
Sales volume of electricity to State Grid (MW/h)® 67,467 06,504 67,713
Average on-grid tariff (RMB/kWh)®® 0.3345 0.3003 0.3063
Sales volume of heating and cooling (square meters)” 2.5 million 1.9 million 2.0 million
Price of heating (as measured by supply area)

(RMB per square per month) 9.35 9.35 9.35
Price of cooling (RMB per square per month) 14.5 14.5 14.5
Notes:

(1)  The utilization rate equals gross electricity generated in a specified period divided by the product of

@)

3)

“

total installed capacity and the average designed maximum annual utilization hours of our two
cogeneration units.

Sales volume of electricity to State Grid equals gross electricity generated less roughly 15% to 20% of
our own use in our power generation and supply business.

Average on-grid tariff equals total revenue generated from sales of electricity divided by total sales
volume of electricity to State Grid.

Sales volume of heating and cooling represents the aggregate monthly volume of heating and cooling
supplied to our customers during the relevant period.

The following table sets forth certain competitive metrics for our power generating units

for the years indicated:

Year ended December 31,

2015 2016 2017
PRC PRC PRC
Industr Industr Industr
Company Average™ Company Average™ Company Average"
Thermal efficiency " 84.0% 45.1% 82.8% N/A 84.0% N/A
Coal consumption rate 198.6 315.0 198.7 312.0 203.6 309.0
(g/kWh)®
Notes:
(1)  Thermal efficiency refers to efficiency with which a power source transforms the potential heat of its

2

fuel into work or output; namely, the ratio of the heat and power generated by the plant to the overall
heat value from the fuel consumed. According to the Ipsos Report, higher thermal efficiency indicates
higher cost efficiency of a power generation plant.

Coal consumption rate equals the amount of standard coal consumed per 1.0 kWh of electricity

generated or supplied. According to the Ipsos Report, lower coal consumption rate indicates higher cost
efficiency of a power generation plant.

— 10 =
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(3)  From the Ipsos Report. The China Electricity Council stopped publishing national statistics for thermal
efficiency after 2016.

The following table sets forth certain operating metrics for our main power transformer
stations for the years indicated:

Year ended December 31,

2015 2016 2017
Main power transformer stations
Installed capacity 2x 60,000 kVA  2x 60,000 kVA 2 x 60,000 kVA
Utilization rate (%)
Calculated as average load” divided by installed capacity 26.2% 24.1% 26.0%
Calculated as peak load® divided by installed capacity 46.1% 44.8% 47.7%
Notes:

(1) Average load represents the average kW output during a given period.

(2)  Peak load represents the maximum kW output during a given period.

OUR MATERIAL LICENSES

We are required by relevant PRC laws and regulations to obtain various licenses, permits
and approvals for our operations. Please see “Business — Licenses, Permits and Approvals”
starting from page 155 of the Prospectus for further details. As advised by our PRC Legal
Advisers, we have obtained all material licenses, permits and approvals required for our
operations in the PRC.

OUR CONTROLLING SHAREHOLDERS

Immediately following the completion of the Share Offer, Tianbao Holdings will own
approximately 71.11% of our share capital, assuming no Offer Size Adjustment Option is
exercised, and will continue to be our Controlling Shareholder. Tianbao Holdings is a
wholly-owned subsidiary of TFIHC. TFIHC also holds the entire equity interests in Tianbao
Investment, which will own approximately 3.89% of our share capital immediately following
the Share Offer, assuming no Offer Size Adjustment Option is exercised. TFIHC will
collectively and indirectly own approximately 75% of our share capital immediately following
the Share Offer, assuming no Offer Size Adjustment Option is exercised. TFIHC and Tianbao
Holdings are collectively our Controlling Shareholders. Please see ‘“Relationship with
Controlling Shareholders” starting on page 182 of this Prospectus for further information.

Capital Reduction Payments

We are obliged to make certain payments to our existing shareholders, including
payments made in connection with our capital reduction. In October 2016, we reduced our
equity by RMB240.9 million. This capital reduction was to facilitate Tianbao Holdings and

—11 =
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Tianbao Investment to recover part of the acquisition funds used to acquire the assets of
Haigang Thermal Plant. See “Relationship with Controlling Shareholder — Delineation of
Business of Competition — Relationship with Controlling Shareholders.” After the aforesaid
capital reduction, Tianjin Tianbao Electricity was obliged to pay approximately RMB228.4
million and RMB12.5 million to Tianbao Holdings and Tianbao Investment, respectively,
totalling to RMB240.9 million. According to the Repayment Agreement, we agreed to make
payments in installments to Tianbao Holdings and Tianbao Investment with the last installment
to be fully settled by December 2021. We recorded such payments as non-current payables
based on present value, calculated by using the effective interest method, in our consolidated
statements of financial position, and the difference between the total amount of outstanding
payments and their present value, net of income tax, is recorded in capital reserve as capital
contribution from equity owners. Such difference has been recorded as interest expenses in our
consolidated statements of profit or loss for the year ended December 31, 2017 and will
continue to be recorded as such until the payments are fully settled.

The following table shows the schedule of payments owed under the Repayment
Agreement; our Directors believe that this related party debt will not impact the sustainability
of our Group’s operations during the term of the repayment schedule.

Year ended December 31,
2017 2018 2019 2020 2021 Total
(RMB in thousands)

Capital
Reduction
Payment - 72,490 - 80,000 88,384 240,874

Taking into account the Company’s current working capital level, the Directors believe
that we have sufficient working capital to repay the capital reduction by installment or in full
as planned. In further support of that view, the following table provides an analysis of the
impact on our total assets, interest bearing liabilities, debt to assets ratio, our interest expenses
and our profit for the year (or “net profit”), had the capital reduction occurred prior to the Track
Record Period, assuming that the payment schedule under the Repayment Agreement called for
the same payments, but made as at December 31, 2014.

Year ended December 31,
2015 2016 2017
(RMB in thousands)

Total assets 449,697 425,008 425,691
Interest-bearing liabilities 160,000 144,000 80,000
Debt to assets ratio 36% 34% 19%
Interest expenses (9,509) (7,988) (6,399)
Net profit for the year 47,918 48,618 33,982
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For illustrative purposes only, under this scenario, our net profit for the years ended
December 31, 2015 and 2016 decreases by 12.9% and 10.5%, respectively, and our net profit
for the year ended December 31, 2017 increases by 12.3%, as compared with our actual net
profit for the same periods.

For further illustrative purposes, the following table shows the sensitivity of our total
assets, interest bearing liabilities, debt to assets ratio, interest expenses and net profit for the
year during the Track Record Period under the above scenario based on the highest price of
coal we purchased during the Track Record Period (RMB595.1 per ton) (assuming all other
variables remain constant), resulting in an increase of RMB30.1 million, RMB21.4 million and
RMB3.7 million in our cost of coal (net of income tax) for the three years ended December 31,
2015, 2016 and 2017, respectively.

As of December 31,
2015 2016 2017
(RMB in thousands)

Total assets 419,617 403,608 421,989
Interest-bearing liabilities 160,000 144,000 80,000
Debt to assets ratio 38% 36% 19%
Interest expenses (9,509) (7,988) (6,399)
Net profit for the year 17,839 27,218 30,281

For illustrative purposes only, our net profit under the above scenario for the years ended
December 31, 2015 and 2016 decreases by 67.6% and 49.9%, respectively, and shows no
significant change for the year ended December 31, 2017, as compared with our actual net
profit for the same periods.

In view of these illustrative impact to our net profits during the Track Record Period
which would not have affected our qualification for listing, our Directors believe that our
Group will have the ability to make the capital reduction payments and pay dividends under
our new dividend policy after the completion of the Share Offer. See the section headed
“Financial Information — Related Party Transactions — Capital Reduction Payments” for further
details.

We have entered into certain connected transactions with Tianbao Holdings and its
associates. For further information, please see “Connected Transactions” starting on page 198
of this Prospectus.

LISTING EXPENSES

The estimated total listing expenses (based on the mid-point of our indicative price range
for the Share Offer, including underwriting commissions) for the Share Offer are
approximately RMB38.6 million. During the Track Record Period, we incurred approximately
RMB3.3 million of listing expenses for the Share Offer, which was charged to the consolidated
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statements of profit or loss for the years ended December 31, 2016 and 2017, as administrative
expenses. We expect to incur additional listing expenses of RMB35.3 million in connection
with the Share Offer, of which an estimated amount of RMB2.4 million is expected to be
recognized as administrative expenses and the remaining amount of RMB32.9 million is
expected to be recognized directly as a deduction from equity upon the Listing. Our Directors
do not expect that such expenses will have a material and adverse impact on our results of

operations for the year ending December 31, 2018.

OFFERING STATISTICS

Offer size : Initially 25% of our enlarged issued share capital
Offer Size Adjustment Option : Up to 15% of our initial Offer Shares

Offer Price per Share : HKS$1.74 to HK$1.90 per Share

Offering structure : 90% Placing and 10% Public Offer (subject to

reallocation and the Offer Size Adjustment Option)

Based on an Offer Based on an Offer
Price of HK$1.74 Price of HK$1.90

per Offer Share per Offer Share
Market capitalization of our Shares upon
completion of the Share Offer HK$268.2 million HK$292.9 million
Market capitalization of H Shares HK$67.1 million HK$73.2 million
Unaudited pro forma adjusted consolidated
net tangible asset value per Offer Share” HK$2.05 HK$2.09
Note:

(1)  Please see “Appendix II — Unaudited Pro Forma Financial Information” regarding the assumptions used and
the calculations method.

DIVIDENDS

In 2014, we declared dividends of RMB39.3 million, which were paid in 2015. In 2015,
we also paid dividends of RMB14.7 million, which were declared in 2013. In addition, we
declared dividends of RMB21.0 million in 2016, which we paid in November 2017 through
internal resources. You should note that historical dividend distributions are not indicative of
our future dividend distribution policy. For details, please see “Financial Information —
Dividends” starting on page 286 of this Prospectus.

After completion of the Share Offer, we intend to adopt a new dividend policy. A decision
to declare or to pay any dividends in the future, and the amount of any dividends, will depend
on, among other things, our results of operations, cash flows and financial condition, operating
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and capital expenditure requirements, distributable profits as determined under PRC GAAP or
IFRS (whichever is lower), our Articles of Association, the PRC Company Law and any other
applicable PRC law and regulations and other factors that our Directors may consider relevant.
We currently intend, subject to the above considerations and in the absence of any adverse
circumstances which might reduce the profits that are distributable whether by losses or
otherwise, to distribute 30% to 50% of our profit for the year after the Share Offer in the form
of dividends to our Shareholders. Based on (i) the schedule for capital reduction payments
under the Repayment Agreement, (ii) the banking facilities available to the Company, (iii) the
Company’s current asset position and (iv) the Company’s present financial position and
business strategies, our Directors are confident that making dividend payments of 50% of our
profit for the year will not adversely affect our financial position given the anticipated cash
outflow in relation to the capital reduction which has already been taken into account in our
assessment of the feasibility of the dividend policy.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Share Offer of approximately
HK$30.7 million (after deducting the underwriting fees and expenses payable by us in the
Share Offer), assuming the Offer Size Adjustment Option is not exercised and an Offer Price
of HK$1.82 per Share, being the mid-point of the Offer Price range stated in this Prospectus.
We intend to use these net proceeds for the following purposes:

Percentage of Approximate
Net Proceeds Future Plans HK$ in millions
62.2% Upgrading our technology and equipment, including: 19.1

(i) upgrading our de-dusting system to reach the

super-clean standard; and

(i) upgrading our #1 and #2 power transformation
stations

37.8% Establishing Tianbao Electricity Sales Company and 11.6
contribute to its registered share capital according to
requirement under the latest development of the
power industry reform. For details, please refer to the
section headed “Future Plans and Use of Proceeds —
Electricity Reform Under the New Policy”.
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REASONS FOR LISTING

We believe that the Listing would provide us a platform to meet our expected financial
needs when we implement our expansion plans in the future. Additionally, other reasons why
the Listing would benefit our Company include the following:

(i) The Listing will enhance our fundraising capability, reducing costs and allowing us
to take advantage of various refinancing channels through a listed platform,
including access to international capital markets;

(i1) The Listing can help to drive reforms and modernization in our business as an SOE
through market means, broaden our shareholder base, raise the profile and visibility
for Tianjin-based SOEs, reinforce employee incentives and increase corporate
transparencys;

(ii1) In line with the PRC government policies which encourage public listing of SOEs,
a listing status enables us to engage in business arrangements that might otherwise
be prohibited to us as an SOE, including tendering for PPP Projects which unlisted
SOEs are not eligible to tender for;

(iv) The Listing will enhance our credibility when negotiating with third parties; and

(v) Future mergers or acquisitions made through a listed platform could also open up
other opportunities for future injections of businesses under the SASAC Tianjin as
and when such businesses become mature and profitable.

Please see “Future Plans and Use of Proceeds - Reasons for Listing” for further details.
RECENT DEVELOPMENTS

Our Directors confirm that, up to the date of the Prospectus, there has been no material
adverse change in our financial, operational or trading position since December 31, 2017.

HISTORICAL INCIDENTS RELATING TO COMPLIANCE MATTERS

We did not fully comply with certain applicable PRC laws and regulations and were
involved in certain non-compliance incidents during the Track Record Period, including (i)
commencement of our electricity generation, steam, heating and cooling generation as well as
electricity dispatch and sale operations prior to obtaining certain licenses, (ii) occupation of a
land parcel with title defects, (iii) failure to hold certain environmental-related permits, and
(iv) employment of more dispatched employees than the permitted statutory limit. The
non-compliance incidents did not result in any material operational or financial impact on us
during the Track Record Period. We have been taking proactive actions to rectify such
non-compliance incidents ever since the completion of the Business Combination on December
31, 2015. For the reasons for and details of these non-compliance incidents and the
corresponding remedial and preventive measures, please see “Business — Legal Proceedings
and Compliance — Compliance-related Matters” beginning on page 168 in this Prospectus.
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In this Prospectus, unless the context otherwise requires, the following terms shall
have the meanings set out below.

“affiliate” any other person, directly or indirectly, controlling or
controlled by or under direct or indirect common control

with such specified person

“Application Form(s)” WHITE application form(s), YELLOW application
form(s) and GREEN application form(s) or, where the
context so requires, any of them that is (are) in relation to
the application of the Public Offer

“Application Lists” the application lists for the Public Offer

“Articles of Association” the articles of association of the Company, adopted on
March 24, 2017, which shall take effect on the Listing
Date, and as amended from time to time

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

“Audit Committee” the audit committee of our Board of Directors

’

“Board” or “Board of Directors’ the board of directors of our Company

“Business Combination” in 2015, for the purpose of combining the power
generation and supply business operated by our
Controlling Shareholders in Tianjin Port Free Trade Zone
(Seaport) into our Group, Tianbao Thermal transferred all
the non-current assets (including properties, plant and
lease prepayment) relating to the Haigang Thermal Plant
to us by way of capital injection. Tianbao Thermal have
also transferred all the relevant equipment and sales
contracts relating to the Haigang Thermal Plant Business

to us

“Business Day” a day that is not a Saturday, Sunday or public holiday in
Hong Kong on which banks in Hong Kong are generally
open

“CAGR” compound annual growth rate

“CCASS” the Central Clearing and Settlement System established

and operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“CIETAC”

Y

“Company”, “our Company”,
“We” Or é‘us7’

“Companies Law” or
“PRC Company Law”

“Companies Ordinance”

a person admitted to participate in CCASS as a direct

clearing participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China excluding, for the purpose
of this Prospectus, the Hong Kong Special Administrative
Region of the PRC, the Macau Special Administrative
Region of the PRC and Taiwan

China International Economic and Trade Arbitration
Commission

Tianjin Tianbao Energy Co., Ltd. (K KIRREHRK A
FR/AF]), a joint stock company with limited liability
incorporated in the PRC on February 28, 2017, and
except where the context indicates otherwise, includes (i)
our predecessors and (ii) with respect to the period before
our Company became the holding company of its present
subsidiary, the business operated by it and its present

subsidiary or (as the case may be) their predecessors

Company Law of the PRC as amended and adopted by the
Standing Committee of the Tenth National People’s
Congress on December 28, 2013 and effective on March
1, 2014, as amended, supplemented and otherwise
modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) which came into effect on March 3, 2014 as
amended, supplemented or otherwise modified from time
to time
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“connected person(s)”

“Controlling Shareholder(s)”

“CSRC”

“Director(s)”

“Domestic Shares”

“EIT Law”

)}

“Electricity Sales Company(ies)’

“Free Trade Zone Administrative

Committee”

“Frost & Sullivan”

“GDP”

“GFA”

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified

from time to time
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules
and in this context, refers to Tianbao Holdings and
TFIHC

China Securities Regulatory Commission (H Bl &5 75 B &
EEZE R

director(s) of our Company

ordinary shares in our capital, with the nominal value of
RMB1.00 each, which are subscribed for and paid up in
Renminbi

PRC Enterprise Income Tax Law ('3 A R ILFN[E > ZE
f5%i) amended by the NPC and became effective on
February 24, 2017

a new form of entity in the electricity industry introduced
by the New Policy which provides electricity sales
service or electricity dispatch and sales service

Tianjin Port Free Trade Zone Administrative Committee

ORI P2 B )

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research and consulting company
commissioned by us to prepare a market research report
for the purpose of this prospectus

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

GDP)

gross floor area

~-19 -



DEFINITIONS

“GREEN Application Form(s)”

“Group” or “our Group”

“H Share(s)”

“H Share Registrar”

“Haigang Thermal Plant”

“Haigang Thermal Plant
Business”

“HKIAC”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

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

“IFRS ”

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

our Company and its subsidiary, or where the context so
requires, in respect of the period before the Company
became the holding company of its present subsidiary,
such subsidiary as it was the subsidiary of the Company
at the time

overseas listed foreign shares in our ordinary share
capital with a nominal value of RMB1.00 each, to be
subscribed for and traded in Hong Kong dollars and listed
on the Stock Exchange

Computershare Hong Kong Investor Services Limited
the power generation plant located at Tianjin Port Free
Trade Zone (Seaport), which is currently held by the
Group

the power generation and supply business of the Haigang
Thermal Plant (¥ #47E k)

Hong Kong International Arbitration Centre
Hong Kong Securities Clearing Company Limited a
wholly-owned subsidiary of Hong Kong Exchanges and

Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

Hong Kong Special Administrative Region of the PRC

Hong Kong dollars and cents respectively, the lawful

currency of Hong Kong

International Financial Reporting Standards, issued by
the International Accounting Standards Board
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“Independent Third Party(ies)”

“Joint Bookrunners”

“Joint Lead Managers”

“Konggang Thermal Plant”

“Konggang Thermal Plant
Business”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

a person or company who/which is or are independent of
our Directors, Supervisors, substantial shareholders (as
defined under the Listing Rules) and the chief executive
of our Company and its subsidiaries or their respective
associates

Orient Securities (Hong Kong) Limited, ChaoShang
Securities Ltd., ABCI Limited, SPDB
International Capital Limited and China Investment

Capital
Securities International Brokerage Limited

Orient Securities (Hong Kong) Limited, ChaoShang
Securities Ltd., ABCI Securities Company Limited,
SPDB International Capital Limited and China

Investment Securities International Brokerage Limited

the power generation plant located at Tianjin Airport
Economic Zone, which is currently held by Tianbao
Holdings, our Controlling Shareholder

the power generation and supply business of the
Konggang Thermal Plant (% #5240 i)

April 7, 2018, being the latest practicable date prior to the
printing of this Prospectus for the purpose of ascertaining

certain information contained in this Prospectus
listing of our H Shares on the Stock Exchange
the Listing Committee of the Stock Exchange

the date, expected to be on April 27, 2018, on which
dealings in the H Shares first commence on the Stock
Exchange

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended from
time to time

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operated in parallel with the GEM of the Stock
Exchange
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“Mandatory Provisions”

“MEP”

“MOF”

“MOFCOM”

“NDRC”

“NEA”

“New Policy”

“Non-competition Deed”

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas (540 b /A w] e
WMEREX), for inclusion in the articles of association of
companies incorporated in the PRC to be listed overseas,
promulgated by the former State Council Securities
Commission and other PRC government departments on
August 27, 1994, as amended, supplemented or otherwise
modified from time to time

Ministry of Environmental Protection of the PRC (13 A
ROFLAN B BRATE IR )

Ministry of Finance of the PRC (H'#& A [ [E B EE)

Ministry of Commerce of the PRC (7 # A R AL A0 B pi %5
i)

National Development and Reform Commission of the

PRC (A3 N RILANE B 5358 R AN D 22 B )

National Energy Administration of the PRC (913 A [ 3t
A1 [ 5 RE D)

new policies published by the PRC government that
allow entities like our Company to establish Electricity
Sales Companies, purchase electricity directly from
power plants and sell electricity to customers outside of
Tianjin Port Free Trade Zone (Seaport) to reform the PRC
power industry, including “Administrative Measures for
Orderly Lifting the Control of Dispatch Grids” ( {fJ¥JX
BAMC B AH B FEEE ) ), “Administrative Measures for
Access and Withdrawal of Electricity Sale Companies”
( (EEBEAFAMEASR BE L) ) and “Circular of the
NDRC and the NEA on Standardizing the Pilot Reform of
the Incremental Distribution Business” ( {B{ZK ¥R % »
[0 52 B 15 J5) Bl A AR 465 B i 49 B C o 605 O B Y
) )

the non-competition deed dated April 4, 2018 entered into
between our Controlling Shareholders and our Company,
as further described in the section headed “Relationship

with Controlling Shareholders” in this Prospectus
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DEFINITIONS

“NPC”

“Offer Price”

“Offer Shares”

“Offer Size Adjustment Option”

“PBOC”

“Placing”

“Placing Shares”

“Placing Underwriters”

National People’s Congress of the PRC (713 A\ R LA
2N RIERE)

the final Hong Kong dollar price per Offer Share
(exclusive of brokerage fee, Stock Exchange trading fee
and SFC transaction levy) at which the Offer Shares are
to be subscribed for pursuant to the Public Offer

the Public Offer Shares and the Placing Shares together,
where relevant, with any additional H Shares to be issued
pursuant to the exercise of the Offer Size Adjustment
Option

the option expected to be granted by us to the Sole Global
Coordinator (for itself and on behalf of the Placing
Underwriters)  exercisable  under the  Placing
Underwriting Agreement pursuant to which we may be
required by the Sole Global Coordinator to allot and issue
up to an aggregate of 5,781,000 additional Placing
Shares, representing in aggregate approximately 15% of
the initial number of Offer Shares, at the Offer Price
solely to cover any excess demand in the Placing, as
described in the section headed “Structure of the Share
Offer” in this Prospectus

the People’s Bank of China (*F[E A R4R17)

the conditional placing of the Placing Shares by the
Placing Underwriters with selected professional,
institutional and other investors for cash at the Offer
Price, as further described in the section headed
“Structure of the Share Offer” in this Prospectus

34,686,000 H Shares initially offered by our Company
for subscription under the Placing, subject to the Offer
Size Adjustment Option and reallocation as described in
the section headed “Structure of the Share Offer” in this
Prospectus

the group of placing underwriters expected to enter into

the Placing Underwriting Agreement to underwrite the
Placing
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DEFINITIONS

“Placing Underwriting

Agreement”

“PPAs”

“PRC GAAP”

“PRC Legal Advisers”

“Price Determination Agreement”

“Price Determination Date”

“Promoter(s)”

“Prospectus”

“PSAS”

“Public Offer”

the conditional placing underwriting agreement relating
to the Placing to be entered into between, among others,
our Company, the Placing Underwriters and the Sole
Global Coordinator on or around the Price Determination
Date, as further described in the section headed
“Underwriting - Underwriting Arrangements and

Expenses — Placing”

the agreement signed by us and the Tianjin Electric

Power Company in relation to power purchase

generally accepted accounting principles in the PRC

Tian Yuan Law Firm and Commerce & Finance Law
Offices, the Company’s legal advisers as to PRC law

the agreement to be entered into by the Sole Global
Coordinator (for itself and on behalf of the Underwriters)
and our Company on the Price Determination Date to fix
and record the Offer Price

the date, expected to be on or around April 19, 2018 but
no later than April 25, 2018, on which the Offer Price is
fixed for the purposes of the Share Offer

the promoters of our Company, namely, Tianbao
Holdings and Tianbao Investment

this prospectus being issued in connection with the Public
Offer

the power supply agreement entered into by us and
Tianjin Electric Power Company Binhai Branch

the conditional offering by our Company of the Public
Offer Shares for subscription by the public in Hong Kong
(subject to reallocation as described in the section headed
“Structure of the Share Offer” in this Prospectus) for cash
at the Offer Price on the terms and conditions described

in this Prospectus and the Application Forms
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DEFINITIONS

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“PPP Projects”

“Regulation S”

“Remuneration Committee”

“Reorganization”

“Repayment Agreement”

“RMB” or “Renminbi”

“SAFE”

“SASAC”

3,854,000 H Shares initially offered by our Company for
subscription pursuant to the Public Offer, subject to the
reallocation as described in the section headed “Structure
of the Share Offer” in this Prospectus

the underwriters of the Public Offer listed in the section
headed “Underwriting — Public Offer Underwriters”

the underwriting agreement dated April 13, 2018 relating
to the Public Offer entered into among our Company, the
Sole Sponsor, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers and the Public
Offer Underwriters as further described in the section
headed “Underwriting — Underwriting Arrangements and
Expenses — Public Offer Underwriting Agreement” in this
Prospectus

public-private-partnership projects which involve a long-
term partnership between the PRC government and
private entities in infrastructure and public services

Regulation S under the U.S. Securities Act
the remuneration committee of our Board of Directors

the reorganization undergone by our Group in preparation
for Listing as described in the section headed “History,
Reorganization and Corporate Structure -
Reorganization” in this Prospectus

the repayment agreement dated December 30, 2016 and
entered into among Tianjin Tianbao Electricity, Tianbao
Holdings and Tianbao Investment in connection with the
capital reduction, details of which are set out in the
section headed “Financial Information — Related Party
Transactions — Capital Reduction Payments”.

the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC (1
e N RN [ 52 S A 2L Ry )

State-owned Assets Supervision and Administration
Commission of the State Council of the PRC ("% A\ R 3t
A [ 5 B B A B B B
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DEFINITIONS

“SASAC Tianjin”

“SAT”

“Securities and Futures

Commission” or “SFC”

“Securities and Futures
Ordinance” or “SFO”

“Share(s)”

“Share Offer”

“Shareholder(s)”

“SOE(S)”

“Sole Global Coordinator”

“Sole Sponsor”

“Special Regulations”

“State Council”

“Stock Exchange”

“subsidiary(ies)”

“Supervisor(s)”

“Supervisory Committee”

State-owned Assets Supervision and Administration

Commission of Tianjin Municipal People’s Government

(R A REUF A & E R EEHER )

State Administration of Taxation of the PRC (F#E A\ R 3t
2R ] o 5 SR

the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended from time to time
ordinary share(s) in the share capital of our Company,
with a nominal value of RMB1.00 each, including our
Domestic Shares and H Shares

the Public Offer and the Placing

holder(s) of the Share(s)

state-owned enterprise(s)

Orient Securities (Hong Kong) Limited

Orient Capital (Hong Kong) Limited

Special Regulations of the State Council on the Overseas
Offering and Listing of Shares by Joint Stock Limited
Companies (2755 Bt B A PR RIS A28 1ty S
T HFERIE), promulgated by the State Council on
August 4, 1994, as amended, supplemented or otherwise
modified from time to time

State Council of the PRC (FF#E A & A0 58 [5 %5 Bie )

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules
one (or all) of our Company’s supervisors

the supervisory committee of our Company
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DEFINITIONS

“Takeovers Codes”

“TFIHC”

“Tianbao Electricity Company”

“Tianbao Electricity Sales
Company”

“Tianbao Finance”

“Tianbao Group”

“Tianbao Holdings”

“Tianbao Investment”

the Codes on Takeovers and Mergers and Share Buy-

backs, as amended from time to time

Tianjin Free Trade Zone Investment Holdings Group Co.,
Lid.  (RHEABUEBEZERERARATR), a  limited
liability company and a wholly-owned subsidiary of
Tianjin Port Free Trade Zone State-owned Assets
Administration Bureau (KEWEPRF R E]A & ZEEH)5)
established in the PRC. It is one of our Controlling

Shareholders thus a connected person of our Company

Tianbao Electricity Company of Tianjin Port Free Trade
Zone (KRIEWLRFL KIRTE JJ/AF]), our predecessor, a
limited liability company established in the PRC on
October 19, 1992. After a series of restructuring, it was
renamed to Tianjin Tianbao Electricity Company Limited

(RERREIAIRAFD

a new subsidiary to be established by our Company to
purchase and sell electricity as an “Electricity Sales
Company” under the New Policy

Tianjin Tianbao Finance Company Ltd. (KE KR H
FRZyA]), a  direct non-banking financial institution
wholly-owned subsidiary of TFIHC

collectively, TFIHC and its subsidiaries (unless otherwise
indicated, excluding our Company and Tianjin Baorun)

Tianjin Tianbao Holdings Limited (K R{REEA RA
A]), a company established in the PRC on January 28,
1999 and a wholly-owned subsidiary of TFIHC; it is our
Controlling Shareholder and Promoter, thus a connected

person of our Company

Tianjin Free Trade Zone Investment Company Limited
(RERBIREARR/ATF), a state-owned enterprise
established in the PRC on January 18, 2002 and a
wholly-owned subsidiary of TFIHC; it is our Shareholder
and Promoter, thus a connected person of our Company
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DEFINITIONS

“Tianbao Thermal”

“Tianjin Baorun”

“Tianjin Port Free Trade Zone
(Seaport)”

”

“Tianjin Tianbao Electricity

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “US”

“United States dollars” or
“US dollars” or “US$”

Tianjin Tianbao Thermal Electricity Company Limited
(REBERREFEARAR]), a limited liability company
established in the PRC on April 28, 2003, an indirect
wholly-owned subsidiary of TFIHC and thus a connected
person of our Company

Tianjin Baorun International Trading Electrical
Engineering Co., Ltd. (RHELRIHEFE 5 68 LA R
/3 F]), a limited liability company established in the PRC
on November 21, 1994, a wholly-owned subsidiary of our

Company

a sub-part of Tianjin Binhai New District with an area of
approximately 7.0 square kilometers, which was
established by the State Council in 1991. Tianjin Binhai
New District is located in the center of Bohai Economic
Rim, with an area of approximately 2,270 square
kilometers and a population of approximately 2.98
million, and is an industrial manufacturing center, an
international shipping center and a logistics center, as
well as the gateway to Northern China

Tianjin Tianbao Electricity Company Limited (K KR
H AR E]), formerly known as Tianbao Electricity
Company of Tianjin Port Free Trade Zone (K PR BLIR
KIRFE 175 H]), our predecessor. After a series of
restructuring, it was renamed to Tianjin Tianbao Energy
Co., Ltd. (RERIRAEVE D A PR/ F]), being the name

of our Company
the years ended December 31, 2015, 2016 and 2017

the Public Offer Underwriters and the Placing

Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

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

United States dollars, the lawful currency of the United
States
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DEFINITIONS

“U.S. Securities Act” the U.S. Securities Act of 1933, as amended from time to
time and the rules and regulations promulgated
thereunder

“WHITE Application Form(s)” the application form(s) for use by the public who

require(s) such Public Offer Shares to be issued in the

applicants’ own name

“White Form eIPO” the application for Public Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of White Form eIPO at
www.eipo.com.hk

“White Form eIPO Computershare Hong Kong Investor Services Limited
Service Provider”

“YELLOW Application Form(s)” the application form(s) for use by the public who
require(s) such Public Offer Shares to be deposited

directly into CCASS

“%” per cent
In this Prospectus:
- The English names of the PRC nationals, enterprises, entities, departments,
facilities, certificates, titles and the like are translation of their Chinese names and
are included for identification purposes only. In the event of inconsistency between

the Chinese names and their English translations, the Chinese names shall prevail;
and

- “We”, “us” and “our” refer to our Company or our Group (as the case may be).
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in
this Prospectus as they relate to us and as they are used in this Prospectus in
connection with our business or us. These terms and their meanings may not always
correspond to standard industry meaning or usage of these terms.

“cogeneration” combined heat and power; cogeneration is the use of a
heat engine or a power station to simultaneously generate

both electricity and heat

“CFB boilers” circulating fluidized bed boilers

“denitration” chemical process, using absorbent, to remove NO, in the
flue gas from fuel combustion

“desulphurization” chemical process, using absorbent, to remove the SO, in
the flue gas from fuel combustion

“dispatch” a system that assigns electricity generation to specific
areas
“excess output” the amount by which the total output of a power plant in

a particular year exceeds its planned output for such year

“GW” gigawatt. One million kilowatts

“GWh” gigawatt-hour. One million kilowatt-hours. GWh is
typically used as a measure for the annual energy
production of large power plants

“installed capacity” total rated active power of generation units actually
installed, which is denominated in kW, MW or GW, as the
case may be

“kV”» kilovolt. One thousand volts

“kVA” kilovolt-ampere. One thousand volt-amperes

“kW?” kilowatt. One thousand watts

“kWh” kilowatt-hour. The standard unit of energy used in the

electric power industry. One kilowatt-hour is the amount
of energy that would be produced by a generator
producing one thousand watts for one hour
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GLOSSARY OF TECHNICAL TERMS

“MW”

“MWh”

“NOX”

“on-grid tariff”

“planned output”

“SOz”

“standard coal”

“thermal efficiency”

”

“ton

“TWh”

megawatt. One million watts. The installed capacity of a

power station is generally expressed in MW

megawatt hour. One thousand kWh

nitrogen oxide, an air pollutant produced during
combustion

the settlement price of on-grid electricity between a
power producer and a power grid company, usually
denominated in RMB per kWh

an annually determined target gross generation level for
a given power plant as the basis for determining power

sales

sulphur dioxide, an air pollutant produce during
combustion

coal with an energy content of 5,000 kcal/kg

efficiency with which a power source transforms the
potential heat of its fuel into work or output; namely, the
ratio of the heat and power generated by the plant to the
overall heat value from the fuel consumed

metric ton

terawatt hour. One million MWh
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FORWARD-LOOKING STATEMENT

This Prospectus contains forward-looking statements that are not historical facts, but
relate to our plans, intentions, beliefs, expectations and predictions for the future, particularly
under the sections headed “Summary”, “Risk Factors”, “Industry Overview”, “History,
Reorganization and Corporate Structure”, “Business”, “Regulatory Overview”, “Relationship
with Controlling Shareholders”, “Connected Transactions”, “Financial Information” and
“Future Plans and Use of Proceeds” in this Prospectus. By their nature, these forward-looking

statements are subject to risks and uncertainties.

These forward-looking statements in this Prospectus include, without limitation,

statements relating to:

. the competition in the market in which we operate;

. our operations and business strategies;

. general domestic and global economic conditions, including those related
specifically to China;

. changes in the regulatory policies of the PRC government and other relevant
government authorities relating to the industries discussed herein and their potential

impact on our business;

. the effects of domestic and overseas competition in our industry and their potential
impact on our business;

. changes in pricing for our services;

. changes in the availability of, or requirements for, financing;

. changes in regulations and restrictions;

. our ability to expand and manage our business and to introduce new services;

. future development, trends and conditions in the industry in which we operate;

. changes in political, economic, legal and social conditions in the PRC, including

specifically, the PRC government’s policies with respect to economic growth,
inflation and foreign exchange;

. macroeconomic measures taken by the PRC government to manage economic
growth;
. changes in restrictions on foreign currency convertibility and remittance abroad;

. fluctuations in exchange rates and interest rates;
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FORWARD-LOOKING STATEMENT

. our financial condition and performance;

. our ability to implement our business strategy, plans objectives and goals;

. our expansion and capital expenditure plans;

. certain statements in the sections headed “Business” and “Financial Information” in
this Prospectus with respect to trends in prices, volumes, operations, margins,

overall market trends, risk management and exchange rates; and

. other statements in this Prospectus that are not historical facts.

In addition, statements regarding our future financial position, strategy, projected costs
and the plans and the objectives of our management for future operations are forward-looking
statements. In some cases, we use words such as “aim”, “continue”, “predict”, “propose”,
“believe”, “seek”, “intend”, “anticipate”, “estimate”, “project”, “forecast”, “target”, “plan”,
“potential”, “will”, “would”, “may”, “could”, “should” and “expect”, and the negatives of

these words and other similar expressions, to identify forward-looking statements.

These forward-looking statements reflect our current views on future events but are not
assurance of future performance, and will be affected by certain risks, uncertainties and
assumptions, including the risk factors mentioned in this Prospectus. The possible occurrence
of one or more relevant risk factors or uncertainties, or the potential inaccuracy of the relevant
assumptions, may cause actual results, performance or effects or industry results to differ
materially from any future results, performance or presentation indicated expressly or

implicitly in the forward-looking statements.

These forward-looking statements are based on current plans and estimates, and speak
only as at the date they are made. We undertake no obligation to publicly update or revise any
forward-looking statements contained in this Prospectus, whether as a result of new
information, future events or otherwise, except as required by law and the Listing Rules.
Forward-looking statements involve inherent risks and uncertainties and are subject to
assumptions, some of which are beyond our control. We caution you that a number of important
factors could cause actual outcomes to differ, or to differ materially, from those expressed in
any forward-looking statements.

Due to these risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this Prospectus may not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements contained in this Prospectus are qualified by reference to these

cautionary statements.
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RISK FACTORS

You should carefully consider all of the information in this Prospectus, including
the risks and uncertainties described below, before making an investment in our H
Shares. These risks could materially adversely affect our business, financial condition
and results of operations. The trading price of our H Shares could significantly
decrease due to any of these risks, and you may lose all or part of your investment. You
should note that we are a PRC company governed by a legal and regulatory
environment that may differ significantly from that of other jurisdictions. For more
information concerning the PRC and certain related matters discussed below, please
see the sections headed “Regulatory Overview”, “Appendix V — Summary of Principal
Legal and Regulatory Provisions” and “Appendix VI — Summary of the Articles of

Association of our Company”.

RISKS RELATING TO OUR BUSINESS

We depend on our customers in Tianjin Port Free Trade Zone (Seaport) for the sales of our
electricity, steam, heating and cooling and any decrease in demand from these customers,
loss of major customers, or overall economic downturn in the region will expose us to
operational and financial risks.

We derive a substantial portion of our revenue from sales of electricity purchased from
the State Grid and then dispatch electricity to our customers located in Tianjin Port Free Trade
Zone (Seaport), which are enterprises in different industries, such as grain and oil, storage and
logistics, mechanical manufacturing, electronics manufacturing and chemical engineering
industries. For the three years ended December 31, 2015, 2016 and 2017, our revenue from the
sale of electricity in our electricity dispatch and sale business accounted for 46.5%, 47.3%, and
45.9% of our total revenue, respectively. In addition, we also derive a significant portion of our
revenue from power generation and supply business, which relies on our customers located in
Tianjin Port Free Trade Zone (Seaport) to purchase all or a significant portion of their steam,
heating and cooling demand from us. For the three years ended December 31, 2015, 2016 and
2017, our revenue from our power and generation business accounted for 42.5%, 42.4%, and
41.0% of our total revenue, respectively.

If we experience a material decrease in the demand of steam, electricity or heating and
cooling from our customers located in Tianjin Port Free Trade Zone (Seaport) due to economic
conditions, changes in technology and other forces, we will experience operational and
financial risks. For example, our revenue decreased from RMB478.6 million for the year ended
December 31, 2015 to RMB432.9 million for the year ended December 31, 2016, mainly as a
result of the decrease in demand for our products and services from certain customers in the
Tianjin Port Free Trade Zone (Seaport), whose demand may have been affected by the overall
PRC economic environment. Furthermore, if we lose any of our major customers of steam
electricity and heating and cooling, our power output will significantly decrease, which will
affect the amount of usable heat and the power we generate. Therefore, our business and results
of operations will be adversely affected if we fail to maintain our current relationships with our
steam and electricity customers due to new market entrants or any other reasons.
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RISK FACTORS

Increasing coal costs may materially and adversely affect our operating results and we have
limited ability to pass on potential coal price increases to our customer through any potential
increases in on-grid tariffs.

Our power cogeneration plant is fuelled by coal. Therefore, our results of operations have
been directly affected by the cost of coal. Our cost of coal was RMB62.1 million, RMB57.7
million and RMB&1.7 million for the three years ended December 31, 2015, 2016 and 2017,
representing 16.1%, 16.6% and 20.7% of our total cost of sales, respectively. Coal prices
applicable to our coal-fired cogeneration power plant have been negotiated between our coal
suppliers and us or our procurement agent and are subject to certain variables, including, in
particular, market conditions and cost of transportation. During the years ended December 31,
2015, 2016 and 2017, the average price of standard coal (5,000 kcal/kg) we purchased was
RMB361.6 per ton, RMB398.2 per ton and RMB561.2 per ton, respectively. For more
information, please see the section headed “Financial Information — Key Factors Affecting Our
Results of Operations — Availability and Cost of Coal”. Increases in the cost of coal will
increase our cost of sales and may adversely affect our profitability.

Additionally, we have limited ability to pass on coal price increases to our customer
through increases in on-grid tariffs. The on-grid tariffs are fixed by the NDRC and local pricing
authorities, as adjusted in accordance with policy changes implemented by such authorities.
For details, please see “Business — Pricing — On-grid Tariffs”. Although the new coal-
electricity price linkage mechanism was implemented from January 1, 2016 after the NDRC
issued the Notice on Improving Coal-Electricity Price Linkage Mechanism ( <BA 58 %/ EE
R A% T A B S TEAY4E A1) ) in December 2015, no adjustment in on-grid tariff will be made
when the coal price changes are lower than RMB30.0 per ton. For any coal price changes
between RMB30.0 per ton and RMB150.0 per ton, the tariffs will be adjusted accordingly. In
addition, the tariff change will be capped when the accumulated price change exceeds
RMB150.0 per ton. Therefore, coal price increases may not always result in the upward
adjustment of on-grid tariffs. In addition, the provincial price bureaus’ response to changing
market conditions in the coal industry may not be sufficient or timely. As a result, any
significant increase in coal prices may materially and adversely affect our results of operations
and profitability.

The market price of coal has maintained at a relatively high level during the year ended
December 31, 2017. Any further increase in the price of coal will substantially affect our cost
and profitability of our power generation and supply business.

We are subject to risks relating to the relative geographic concentration of our business
operations in Tianjin Port Free Trade Zone (Seaport).

Our electricity dispatch and sale and power generation and supply businesses are located
in Tianjin Port Free Trade Zone (Seaport). The majority of our revenue is also derived from
electricity and power sold to customers in Tianjin Port Free Trade Zone (Seaport), which is a
sub-part of Tianjin Binhai New District with an area of approximately 7.0 km?. Tianjin Binhai
New District is located in the center of Bohai Economic Rim with an area of approximately
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RISK FACTORS

2,270 km? and a population of approximately 2.98 million, and is an industrial manufacturing
center, an international shipping center and a logistics center, as well as the gateway to
Northern China. Therefore, our business operations may be subject to the risks peculiar to
Tianjin Port Free Trade Zone (Seaport), Tianjin Municipality and its neighbouring areas. If any
event related to local policies, social and economic conditions, weather, natural disasters,
infrastructure facilities and other matters were to occur in this region, our business financial
condition and results of operation may be materially and adversely affected. Any negative
changes in the above factors or any catastrophic events may materially and adversely affect our
business, financial condition and results of operations.

Our operations in Tianjin Port Free Trade Zone (Seaport) are extensively regulated by and
subject to inspections and examinations by relevant PRC regulatory authorities.

Our power generation and supply and electricity dispatch and sale businesses are subject
to extensive regulation by relevant PRC government authorities, such as the SASAC, the
NDRC, the NEA, the SAT, the MEP, the Administration for Industry and Commerce, the
MOHURD, the MOF, the MIIT, the SAFE and the MOFCOM, as well as their provincial and
local counterparts, such as Free Trade Zone Administration Committee. Government

regulations address virtually all aspects of our operations, including, among others, the

following:
. planning and construction of new power projects;
. the granting of power generation and electricity dispatch permits;
. the amount and timing of power generation;

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

. transmission system constraints and electricity dispatch;

. environmental protection, safety standards and social impact minimization; and

. taxes, in particular enterprise income tax and VAT.

Our compliance with, and reliance on, regulatory requirements is significant to our
business. An increase in the cost of compliance could increase our operating and maintenance
costs and expenses and materially and adversely affect our results of operations. Our results of
operations and future growth prospects may be materially and adversely affected by future

changes in government regulations and policies.

In addition, we are subject to periodic inspection, examination and audit by PRC
regulatory authorities. If, as a result of any such audit, material irregularities or other instances
of non-compliance were found to have been committed by us, we may be subject to fines and
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RISK FACTORS

other administrative penalties, which may result in an adverse effect on our reputation, as well
as our business and prospects. During the Track Record Period, we commenced electricity,
steam, heating and cooling generation operations, as well as electricity dispatch operations,
prior to obtaining the necessary licenses. Please see “Business — Legal Proceedings and
Compliance — Compliance-related Matters” for more details. As of the Latest Practicable Date,
we had not received any notification from PRC government authorities regarding such

licensing issues.

The operations of our power generation and supply and electricity dispatch and sale
businesses and provision of power facility construction services and industrial facility
operation and maintenance services may be adversely affected by operational risks, which
could result in lost revenue, increased maintenance costs and potential liability to our
customers.

The operation of our power generation and supply and electricity dispatch and sale
businesses and provision of power facility construction services and industrial facility
operation and maintenance services involve many risks and hazards which may be beyond our
control and could cause significant business interruptions, personal injuries or loss of life,
severe damage to and destruction of property, plant and equipment, contamination of, or
damage to, the environment, and suspension of operations, and could increase power
generating costs. These risks include but are not limited to:

. breakdown of power transmission systems;

. failure or substandard performance of equipment;

. improper installation or operation of equipment;

. unexpected maintenance or technical problems;

. human errors and labor disturbances;

. breakdown of our mechanical, software or monitoring systems; and
. environmental hazards and industrial accidents.

The breakdown of power generation equipment or dispatch grids or failure of other key
equipment or of a civil structure in our coal-fired cogeneration power plant could disrupt our
operations and result in reduced revenue. Further, any breakdown or failure of one or more of
our transmission systems could disrupt transmission of electricity by our distribution facilities
to our customers. Repair of such equipment failures may take a few weeks, depending on the
nature of the problem and availability of spare parts. In addition, if the problem is related to
the grid, we will not be able to distribute our power until the grid carries out the necessary
repairs. Our key equipment may from time to time require significant capital expenditure to
keep it operating efficiently. Such equipment is also likely to require periodic upgrading and
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improvement. Breakdown or failure of any of our key equipment may also prevent us from
performing under the applicable power sales agreement and, in certain situations, this could
result in termination of the agreement or incurring liability to our customers for damages.
Although to date we have not experienced any major breakdowns or failures in our power plant
or our power transformation stations, the occurrence of any of these events may reduce our
ability to generate power, resulting in loss of revenue and increased maintenance costs. In
addition, any of the above circumstances may also affect customers of the power we generate
and result in harm to our reputation.

We procure coal from a limited number of suppliers.

Our coal-fired power plant relies on coal as a fuel source. We purchase our coal from a
limited number of suppliers. We purchased the coal we used from five, four and five suppliers
during the years ended December 31, 2015, 2016 and 2017, respectively. Although there are
numerous suppliers transporting coal through the Tianjin Port, which is currently a logistics
center of coal in North China, we cannot assure you that we can always procure sufficient
amount of coal at reasonable prices and terms or at all.

We typically enter into coal supply agreements with a term of two to three months with
our coal suppliers after the bidding process. Therefore, such agreements may expire, and may
not be renewed on favorable or comparable terms or at all. In addition, we may be unable to
obtain sufficient quantities of coal in the future as a result of a variety of factors, including a
significant increase in regional or global demand for coal, a significant decrease in the regional
or global supply of coal, default of any of our suppliers of the supply agreement, termination
of our relationship with any of our coal suppliers, any delay of delivery of coal by our
suppliers, natural disasters, severe weather conditions, construction or maintenance delays,
breakdowns, accidents and unforeseen engineering, environmental or geological problems. If
we are unable to obtain a stable and sufficient supply of coal to satisfy our production
requirements, our business, financial condition, results of operations and prospects may be
materially and adversely affected.

We outsource a portion of our service needs to third parties. Failure of these third parties
to fulfill their responsibilities may prevent us from fulfilling obligations to our customers,
expose us to legal liabilities and adversely affect our ability to maintain our growth and may
limit our future success.

We outsource a portion of our service needs to third parties, including facility
construction services and daily operation, maintenance and repair services for our four boilers,
two backpressure turbines and auxiliary equipment, and desulphurization, denitration and
de-dusting systems. We enter into service agreements with these third parties. There is no
assurance that these third parties can fulfil their obligations under these agreements
satisfactorily and, if not, that we can always find other parties to replace them in a timely
manner. As a result, we may not be able to fulfil our obligations to our customers in a timely
manner or at all and our business operations and reputation may suffer. This could lead to the
erosion of our relationships with potential and existing customers, and our business, financial
condition, results of operations and our growth prospects may be materially and adversely
affected.
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The businesses or projects we develop, acquire or invest in the future may not be as
profitable as we expect, or at all, and may subject us to additional risks and liabilities.

The businesses that we develop, acquire or invest in the future may not be as profitable
as we expect, or at all. Acquisitions or investments that we carry out in the future may cause
us to incur liabilities, or result in the impairment of goodwill or other intangible assets or other
related expenses. Business expansion carried out through acquisitions and investments could
also expose us to successor liability and litigation resulting from the actions of the company
we have acquired or in which we made an investment before or after the acquisition or
investment. The due diligence that we conduct in connection with an acquisition or investment
may not be sufficient to discover unknown liabilities, and any contractual guarantees or
indemnities that we receive from the sellers of the companies we have acquired or invested in
may not be sufficient to protect us from, or compensate us for, actual liabilities and our forecast
on potential demand may not meet the actual demand at such locations. Any material liability
associated with an acquisition and investment could adversely affect our reputation and reduce
the benefits of the acquisition and investment. Any of the events mentioned above could have
a material and adverse effect on our business, financial condition, results of operations and
prospects.

In particular, we plan to establish Tianbao Electricity Sales Company, which will serve as
a vehicle for us to participate in the power system reform pursuant to the New Policy. While
our Directors’ expectation is that the New Policy will not be officially implemented locally in
Tianjin until June 2018, our Directors believe setting up Tianbao Electricity Sales Company at
this stage and engaging in all necessary preparatory works are imperative for us to maintain our
competitive edge. Please see “Future Plans and Use of Proceeds” for more details. However,
there is no assurance that the implementation of the New Policy will not be delayed, or the New
Policy will be implemented as currently drafted. Our Directors cannot guarantee that the New
Policy will be implemented in line with expectations, including with regards to our ability to
establish Tianbao Electricity Sales Company and realizing the expected resultant benefits from
the electricity sales business. If the New Policy will not be implemented as we expect, or at
all, our business, financial condition and results of operations may be materially and adversely
affected.

Our growth strategy is dependent upon our ability to manage our growth effectively which,
if unsuccessful, could result in a material adverse impact on our financial condition and
results of operations.

Our growth strategy depends in part upon our ability to manage our future development,
including, for example, our ability to successfully develop new power projects, to hire, train,
supervise and manage new employees, to establish and maintain adequate financial control and
reporting systems and other systems and processes, and to manage a rapidly growing and much
larger operation. We cannot assure you that we will be able to:

. expand our systems and processes effectively or efficiently or in a timely manner;

. allocate our human resources optimally;
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. identify and hire qualified employees or retain valued employees;

. maintain a good relationship with State Grid; or

. centralize and improve the efficiency of the management and operations of the

power projects we develop.

If we fail to effectively manage our growth, our results of operations and financial
condition could be materially and adversely affected. In addition, we currently only operate in
the Tianjin Port Free Trade Zone (Seaport) and immediate vicinity and there is no assurance

that any expansion beyond our location will be successfully implemented.

We may encounter difficulties in identifying suitable project development and acquisition
opportunities, which would result in our dependence upon our current power generation and
supply business and electricity dispatch and sale business and may have limited revenue
growth potential.

Our ability to implement our growth strategy will depend on a number of factors, in
particular our ability to identify suitable project development opportunities, select proper
acquisition targets, reach agreements with governments and grid operators, and obtain the
necessary authorizations, or acquire concessions for major projects from the PRC government.
We believe that identifying and developing projects may become increasingly difficult in the

future as competition for the development of power projects in China increases.

If we are unable to find or successfully bid for suitable opportunities to develop power
projects in Tianjin Port Free Trade Zone (Seaport) or other places in China, we will continue
to remain dependent on our current power generation and supply business and electricity
dispatch and sale business within a limited locality and may have limited revenue growth
potential. This may:

. result in our dependence upon the performance of our projects in operation;

. result in our dependence upon electricity supply and sales in the geographical area

in Tianjin Port Free Trade Zone (Seaport);

. expose us to increased risks associated with natural disasters in the existing

geographical areas where we operate; and

. limit our ability to grow our revenue and to obtain the economies of scale that we

anticipate.
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We depend on key management personnel and professional technicians for the continuous
success of our business.

Our success is built substantially upon the continuous efforts and service of our
experienced management team and specialized technical personnel. There can be no assurance
that we will be able to retain our key management personnel or technical staff. If any of our
key management personnel stops working in his or her present position, or if any of them fails
to perform their obligations under their employment agreements, we may not be able to find
a suitable replacement in a timely manner. In addition, we are greatly dependent on the
specialized services provided by our operation team that have been specially trained for a long
time, especially the operation teams in key positions. If we fail to retain our senior management
or operation team, our business may be adversely affected. Our future growth and success will
also depend to a large extent on our ability to retain or recruit suitable and qualified individuals
to strengthen our management, operational, technical and research teams. There can be no
assurance that we will be able to cultivate, recruit and retain the key personnel that we need
to achieve our business objectives, and if we are unable to do so it may lead to material and

adverse impacts on our business, financial condition and results of operations.

Development and acquisition of, or investment in, new power projects (including PPP
Projects) requires substantial capital. If we fail to obtain capital on reasonable commercial
terms or at all, our business may be materially and adversely affected and we may not be able
to expand our business as planned.

We operate in a capital-intensive industry. Developing, acquiring or investing in new
power projects, developing or expanding our existing coal-fired cogeneration power plant and
establishing Tianbao Electricity Sales Company require substantial capital. In particular, we
plan to participate in PPP Projects as part of our expansion plan as mentioned in section headed
“Business — Our Strategies — Participation in PPP Projects”. Depending on the nature and scale
of the PPP Projects we may be involved in the future, we are expected to provide additional
funding to finance these projects. As is the case with other power generation companies, it
usually takes a long period of time for us to recoup our investment in power projects. As a
result, the cash generated from operations may not be sufficient to meet all of our capital needs
and we may rely on substantial debt financing, within the limits set by the government, for the
expansion of our business. Our ability to obtain financing and the related finance costs are
subject to various factors, including macroeconomic and capital market conditions,
government policies and regulations (especially those related to currencies) and the continuous
success of our business. Unfavorable global market conditions may adversely affect our ability
to obtain financing. Although we mainly rely on domestic funding sources, any decline in the
liquidity of the global capital markets may adversely affect the markets in Hong Kong or the
PRC, and limit our ability to obtain funds. We cannot assure you that the banks that lend to us
will not breach their contractual obligations or will extend to us the entire amounts of credit
that they committed in a timely manner, nor can we assure you that we can obtain any
international or domestic financing for future power project development and acquisitions or
the expansion of our existing coal-fired cogeneration power plant on terms favorable to us, or
at all. If we fail to obtain debt financing on commercial terms acceptable to us, we may have
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to obtain financing through offering our shares, which will dilute the equity interests of our
existing shareholders. If we are unable to obtain financing on favorable terms or at all, we may
be forced to delay, reduce or abandon our growth strategies and/or increase our financing costs,
and our business, financial condition and results of operations may be materially and adversely
affected.

Compliance with environmental protection regulations can be costly, and we may become
subject to further environmental compliance requirements in connection with our
operations, which could adversely affect our results of operations and financial condition.

We are required to comply with PRC national and local regulations regarding
environmental protection for the construction and operation of our coal-fired cogeneration
power plant. To the extent that our coal-fired cogeneration power plant may have been in
compliance with PRC environmental protection laws and regulations at the time it was
constructed, we cannot assure you that the PRC government will not require retroactive
application of current laws and regulations to it. Compliance with environmental regulations
can involve significant costs, and non-compliance with these regulations may result in adverse
publicity, potentially significant monetary damages and fines and suspension of our business
operations. We did not hold the City Water Discharge Permit (3% HE/K#FF 0] #) from January
1, 2016 to December 20, 2016. In addition, we did not hold the Pollutant Discharge Permit (}F
V5 77 A7) until June 13, 2017. Please see “Business — Legal Proceedings — Compliance-related
Matters” for more details. In addition, if more stringent regulations are adopted in the future,
the costs of compliance with these new regulations could be substantial. If we fail to comply
with any future environmental regulations, we may be required to pay substantial fines,
suspend production or even cease operations, and our reputation may be adversely affected.

We have limited experience in developing power projects other than our coal-fired
cogeneration power plant and our power transformation stations, which may affect our
ability to grow and diversify.

We have limited experience in developing power projects other than our coal-fired
cogeneration power plant and our power transformation stations, which may affect our ability
to grow and diversify our business. In addition, although we have substantial experience in the
development of cogeneration power projects, we have limited or no specific experience in the
development of certain clean energy power projects that we may pursue in the future, such as
photovoltaic power projects, CNG/LNG power projects and other clean energy power projects.
The development of clean energy power projects is a particularly high-risk and capital-
intensive activity and we may lack the physical service infrastructure, knowledge and
experience to develop certain clean energies, which will increase both the financial and
operational risk involved in such developments.

In addition, the management of our growth requires qualified personnel, systems and
other resources, which we may not have or may not be able to easily obtain. Even though we
believe that much of our experience is valuable for the development of clean energy power
projects generally, failure to successfully develop new and future clean energy power projects
or integrate newly developed or acquired businesses could have a material adverse effect on
our business and financial results.
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We currently depend on State Grid to supply electricity for our electricity dispatch and sale
business and failure to renew our PSA with State Grid could result in a reduction or
complete loss of supply of electricity, which would have a material and adverse effect on our
revenue and results of operations.

We depend on State Grid to supply electricity to us which we transform at our facilities
and dispatch and sell to our customers in Tianjin Port Free Trade Zone (Seaport) as required
by the PRC law. For the three years ended December 31, 2015, 2016 and 2017, our revenue
from the sale of electricity in our electricity dispatch and sale business was RMB222.7 million,
RMB204.7 million and RMB207.8 million, accounting for 46.5%, 47.3%, and 45.9% of our
total revenue, respectively. We have entered into PSAs with Tianjin Electric Power Company
Binhai Branch, which is a local branch of State Grid, for the supply of electricity to us with
a term of three years and the PSAs are automatically renewed upon expiry unless objected or
amended by either party. For further information of our PSAs with Tianjin Electric Power
Company Binhai Branch, please see “Business — Agreements for the Purchase and Sale of
Electricity — Agreements for the Purchase of Electricity”. There can be no assurance that
Tianjin Electric Power Company Binhai Branch will always perform its obligations under the
PSA, which include sale of electricity, grid connection and dispatch services. If Tianjin Electric
Power Company Binhai Branch fails to perform its obligations under the PSA or renew or
terminate our PSA on terms commercially favorable to us or at all, or in the event of its
insolvency or liquidation, we may not be able to find alternative suppliers readily available to
us and our business, financial condition and results of operations would thus be materially and
adversely affected.

Natural disasters and other factors may result in accidents or business interruption, which
may materially and adversely affect our business, results of operations and financial
condition.

Our business operations are subject to risks arising from natural disasters, such as
typhoons, floods and earthquakes. We take precautions in the design, construction and
operation of our coal-fired cogeneration power plant and distribution facilities, but there can
be no assurance that natural disasters or other circumstances such as system failure, equipment
malfunction, risks currently unknown or human errors, will not result in any accident or
business interruption. Safety measures were incorporated into the design of our facilities and
sites, and we have taken protective measures. Nonetheless, like any safety measures intended
to counter an external threat, there can be no assurance that these will prove fully effective in
all cases.

If an accident were to occur at one or more of our facilities, whether caused by natural
disaster or other reason, our business may be interrupted, and we may also be liable for
casualties, property loss, environmental contamination or other damages caused or may be
subject to investigations, legal proceedings and claims in relation to such accident. For
example, on August 12, 2015, a series of explosion occurred at a container storage station
(outside the region of our business operations) at the Port of Tianjin. Although our operations
were not affected by this explosion, we cannot assure you that accidents of this type will not
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occur again. Accidents caused by any factor or natural disasters may result in various serious
damages, and other parties may attempt to make us liable for such events for the reason that
the protective measures taken by us are not sufficient or even the impact from the related
negative publicity, which may have a material and adverse effect on our business, results of

operations and financial condition.

We may not have adequate insurance to cover all potential liabilities or losses.

We face various risks in connection with our businesses and may lack adequate insurance
coverage or may have no relevant insurance coverage. For more details on our insurance
coverage, please refer to the section headed “Business — Insurance” in this Prospectus. There
can be no assurance that the insurance maintained by us will provide adequate coverage in all
circumstances. Although our coal-fired cogeneration power plant has a track record of safe
operation and has never suffered any material hazard during the Track Record Period, there can
be no assurance that the incidents, accidents or disasters discussed elsewhere in this section
will not occur in the future. The occurrence of any such incident, accident or disaster for which
we are uninsured or inadequately insured may materially and adversely affect our business,

financial condition and results of operations.

We may fail to keep pace with technological changes in the rapidly evolving power
generation industry.

The technologies used in the power generation industry are evolving rapidly, and in order
to remain competitive and expand our business, we must be able to respond to these
technological changes. Our coal-fired cogeneration power plant consists of circulating-
fluidized-bed (“CFB”) boilers, backpressure turbines, power transformers, heat and pressure
reducers, heating and cooling generation systems and desulphurization, denitration and
de-dusting systems, which allow us to generate electricity, steam, and hot water or chilled
water for heating or cooling simultaneously. We have adopted the highly advanced
cogeneration technology with backpressure turbines, which has increased our thermal
efficiency, minimized our fuel consumption and reduced our air-pollutant emission. Our power
generation plant is equipped with two backpressure turbines which can improve the efficiency
of our coal-fired cogeneration power plant by adjusting the electricity generation based on the

steam demand.

With our focus on environmental protection, our coal-fired cogeneration power plant is
also equipped with a desulphurization, denitration and de-dusting system, which allows us to
reduce hazardous pollutant emission, such as sulphur dioxide and nitrogen oxide. By applying
the desulphurization, denitration and de-dusting technologies, our pollution emission is lower
than the average industry emission in the PRC and our coal-fired cogeneration power plant has
satisfied the ultra-low emission requirements set forth by the relevant national and local
authorities. For details, please refer to the section headed “Business — Environmental

Compliance” in this Prospectus.
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We may be unable to update our technologies swiftly and regularly, possibly rendering
our operations less competitive. Failure to respond to current and future technological changes
in the power generation industry in an effective and timely manner may have a material adverse
effect on our business, financial condition or results of operations.

Any failure by our key customers to make payment to us or any payment disputes or delays
may materially and adversely affect our business, financial position and results of
operations.

We had trade and bill receivables of RMB33.6 million, RMB37.5 million and RMB41.9
million as of December 31, 2015, 2016 and 2017, respectively. Our trade and bill receivables
mainly represent outstanding amounts due from our customers. If our customers were to
become insolvent, significantly delay their payments or otherwise become unable or unwilling
to settle their outstanding receivables in a timely manner or at all, our liquidity could be
materially and adversely affected and we would have to write off receivables or increase
provisions against receivables, which could materially and adversely affect our business, cash
flows, financial position and results of operations.

Our Controlling Shareholders’ interests may differ from those of our other shareholders.

Upon the completion of the Share Offer, Tianbao Holdings will own directly an aggregate
of approximately 71.11% of our issued shares assuming no exercise of the Offer Size
Adjustment Option. Subject to our Articles of Association and applicable laws and regulations,
Tianbao Holdings will, through its representatives on our Board or by voting at the general
meetings of Shareholders, be able to influence us substantially, including on the composition
of our senior management team, business strategies and policies, the timing and amount of
dividend distributions, any plans relating to material transactions, major overseas investments,
mergers and acquisitions, issuances of securities and adjustments to our capital structure,
amendment to our Articles of Association and other actions that require the approval of our
Board of Directors and Shareholders. The interests of Tianbao Holdings may differ from those
of our other Shareholders. We cannot assure you that Tianbao Holdings will consistently put
its decisions to vote or appoint its nominee directors to act in the best interests of our minority
Shareholders.

RISKS RELATING TO OUR INDUSTRY

Electricity purchase prices from State Grid are set based on regulatory guidance, and
changes in these factors may materially and adversely affect our results of operations.

The electricity purchase prices from State Grid by other grid companies in the PRC are
approved or fixed by the relevant pricing authorities and may change. Currently, the electricity
purchase prices from State Grid by other grid companies in the PRC are also affected by the
NDRC’s “benchmark tariff” policy for on-grid tariffs. If the electricity purchase prices from
State Grid by us increase due to future changes in policies and we are unable to mitigate such
increase by passing on the increase to our customers or with enhanced operational efficiency
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of our power stations or lower construction or acquisition costs for new power generating
capacity, our revenue and financial performance may be materially and adversely affected. For
further details on applicable electricity purchase price from State Grid and the recent change
in policy with respect to such tariffs issued by the NDRC, please refer to the section headed
“Business — Pricing”.

Furthermore, we cannot assure you that regulatory reforms in the PRC will not result in
changes to the tariff setting mechanism in China. Nor can we assure you that any changes such
as those incorporating a greater market-based element will not result in increase in the

electricity purchase prices from State Grid by us.

Any future increase in the on-grid tariffs for sale of electricity by State Grid to us, or
inability to obtain lower tariffs, for example, to cover any increased costs we may have to
incur, as a result of a change to such on-grid tariff-setting mechanism may materially and
adversely affect our business, financial condition and results of operations.

Any fluctuation or reduction in the demand for electricity could affect our results of
operations.

The power generation industry in the PRC experienced continuous growth over the last
decade as a result of rapid industrialization and rising residential power demand. However, the
level of demand for power in the PRC will not necessarily continue to increase or be sustained
in the future. A slowdown in certain industries or in the PRC economy generally, could result
in an overall lower demand for power as has occurred during the Track Record Period and have

a material and adverse effect on our business, financial condition and results of operations.

The amount of our net power generation is also subject to local demand for electricity and
the electricity available from State Grid for sale. There can be no assurance that the supply of
electricity from other power stations and projects in regions in which we operate will not
increase in the future. Any such increase in the supply of electricity in the regions where we
operate could result in an imbalance between the supply of and demand for electricity in the
local market, which could affect the utilization rate and power generation of the cogeneration
units that we operate. If our net power generation decreases due to any of these factors, our
revenue will decrease accordingly, which may materially and adversely affect our business,
financial condition and results of operations.

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

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

Regulatory reform of the PRC power industry may affect our business.

We are subject to PRC governmental and power generation and grid regulations in
virtually all aspects of our operations, including the amount and timing of electricity
generation, the setting of on-grid tariffs and end-user tariffs, the setting of prices of steam,
heating and cooling, performance of scheduled maintenance, compliance with power grid
control and dispatch directives and environmental protection. The PRC power industry being
highly regulated has experienced and is expected to continue to experience ongoing regulatory
reforms.

Following a major reform of the PRC power industry in 2002, on March 15, 2015, the
CPC Central Committee and the State Council issued the Opinions on the Further Reform of
the Electric Power System issued by the CPC Central Committee and the State Council ( (!
oo BB B B A E— 25 R AL B T R MCE R T ) ) (the “Opinions™), which started
a new round of power system reform in the PRC. Following the Opinions, the NDRC issued
further opinions and notices to implement the reform of the power system in the PRC.
According to the Opinions, China will implement the following measures to reform the power
system:

. open up competition in the power generation and supply industries to allow the
market to determine power prices and diversify power suppliers;

. formulate rules for entry into and exit from the power supply business;

. strengthen governmental supervision and power generation planning to ensure that
the system operates at its highest efficiency and produces reliable power supply;

. encourage mid- and long-term power trading for regions with excessive power with
those experiencing power shortages;

. increase the proportion of renewable and distributed power generation and supply;
and

. ensure relatively stable power prices for households, farming and key public
services.

The new reform of the PRC power system will bring profound impact on the whole power
generation and supply industries and we may benefit from such reform. However, we cannot
guarantee you that the reform of the mechanism of setting on-grid tariffs and end-user tariffs,
tighter power grid control and dispatch directives, and stricter environmental compliance
regulations will not have a negative impact on our business, financial condition and results of
operations.
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If the PRC government adopts new and stricter environmental laws and additional capital
expenditure is required for complying with such laws, the operation of our coal-fired power
generation business may be adversely affected and we may be required to make additional
investment in order to comply with these environmental laws.

Our coal-fired power plant discharges pollutants into the environment. We are subject to
the PRC government and local government environmental protection laws and regulations,
which currently impose base-level discharge fees for various polluting substances and tiered
fees for the discharge of waste substances. The amount of discharge fees is determined by the
local environmental protection authority based on periodic inspections of the type and volume
of pollution discharges. In addition, such environmental protection laws and regulations also
set goals for the overall control on the discharge volume of key polluting substances. These
laws and regulations impose fines for violations of laws, regulations or decrees and provide for
the possible closure by the PRC government or local government of any coal-fired power plant
which fails to comply with orders requiring it to cease or cure certain activities causing
environmental damage.

We attach great importance to the environmental-related matters of our existing coal-fired
cogeneration power plant. For example, our coal-fired cogeneration power plant is equipped
with CFB boilers and desulphurization, denitration and de-dusting system to reduce the
emission of air pollutants. We believe our environmental protection systems and facilities for
our coal-fired cogeneration power plant are adequate for us to comply with applicable central
government and local government environmental protection laws and regulations. However,
the PRC government may impose new, stricter laws and regulations which would require
additional expenditure on environmental protection.

China is a party to the Framework Convention on Climate Change (“Climate Change
Convention”), which is intended to limit or capture emissions of “greenhouse” gases, such as
carbon dioxide. Ceilings on such emissions could limit the production of electricity from fossil
fuels, particularly coal, or increase the costs of such production. At present, ceilings on the
emissions of “greenhouse” gases have not been assigned to developing countries under the
Climate Change Convention. Therefore, we do not expect the Climate Change Convention to
have a major effect on us in the short-term because China, as a developing country, is not
obligated to reduce its emissions of “greenhouse” gases at present, and the PRC government
has not adopted relevant control standards and policies. If the PRC government were to agree
to such ceilings, or otherwise reduce its reliance on coal-fired power plants, our power
generation and supply business could be adversely affected.

RISKS RELATING TO DOING BUSINESS IN THE PRC

Changes in PRC economic and political policies could have a material adverse effect on the
overall economic growth of China, which could reduce the demand for electricity and
materially and adversely affect our business.

Our operating businesses are based in China and our electricity sale revenue is derived
from those businesses. As such, our business, financial condition, results of operations and
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prospects are affected significantly by economic, political and legal developments in China.
China’s economy differs from the economies of most developed countries in many aspects,
including:

. the level of government involvement;

. the level of development;

. the economic growth rate;

. the level and control of capital investment;

. the control of foreign exchange; and

o the allocation of resources.

While the Chinese economy has grown significantly in the past two decades, the growth
has been geographically uneven, among various sectors of the economy and during different
periods. We cannot assure you that the Chinese economy will continue to grow or to do so at
the pace that has prevailed in recent years, or that, if there is growth, such growth will be
steady and uniform. The Chinese economy has been facing the slowdown in growth, and so
could have a negative effect on our business. It is uncertain whether various macroeconomic
measures and monetary policies adopted by the PRC government will be effective in sustaining
the fast growth rate of the Chinese economy. In addition, such measures, even if they benefit
the overall Chinese economy in the long-term, may have a negative effect on us. For example,
our results of operations and financial condition may be materially and adversely affected by
government control over capital investments, and our ability to access bank financing may be

adversely affected by continued tightening of the PRC’s monetary policy.

A substantial portion of the productive assets in China is owned by the PRC government.
The PRC government also exercises significant control over Chinese economic growth through
allocating resources, controlling payment of foreign currency-denominated obligations, setting
monetary policy and providing preferential treatment to particular industries or companies.
Any adverse change in the economic conditions or government policies in China could have
a material adverse effect on the overall economic growth and the level of investments and
expenditures in China, which in turn could lead to a reduction in demand for electricity and
consequently have a material adverse effect on our businesses.

The interpretation and enforcement of PRC laws and regulations involves significant
uncertainties and PRC laws differ from the laws of common law jurisdictions.

We are formed and exist under the laws of the PRC. The PRC legal system is based on
written statutes. Prior court decisions may be cited for reference but have limited precedential
value. Since 1979, the PRC government has been developing a comprehensive system of
commercial laws, and considerable progress has been made in introducing laws and regulations
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dealing with economic matters such as foreign investment, corporate organization and
governance, commerce, taxation and trade. However, as many of these laws and regulations are
relatively new, and due to the limited number of published cases and judicial interpretations
and their lack of precedential force, interpretation and enforcement of these laws and
regulations involve significant uncertainties. In particular, the PRC power generation industry
is a highly regulated industry. Many aspects of our business such as the determination of power
generation, grid connection, on-grid tariffs and end-user tariffs are subject to PRC laws and
regulations. As the PRC legal system develops together with the PRC power generation and
distribution industries, there can be no assurance that changes in such laws and regulations, or
in their interpretation or enforcement, will not have a material and adverse effect on our
business operations.

Furthermore, certain important aspects of PRC corporate law are different from the
corporate laws of common law jurisdictions such as Hong Kong and the United States,
particularly with respect to investor protection, such as shareholder class-action suits and
measures protecting the non-controlling shareholders, restrictions on directors, disclosure
requirements, different rights of classified shareholders, general meeting procedure and
disbursement of dividends. These aspects of PRC corporate law can, to some extent, be
mitigated through the application of mandatory provisions and certain other provisions of the
Listing Rules, including the inclusion of mandatory provisions in the listing company’s articles
of association. This process decreases the discrepancies between Hong Kong and PRC
corporate law and strengthens investor protection. Our Articles of Association include the
provisions required under the Listing Rules. Although such provisions have been included, we
cannot assure you that no discrepancy exists between the protections given to our investors and
those given to investors in companies formed in common law jurisdictions.

The PRC government’s control over foreign currency conversion may limit our foreign
exchange transactions, including dividend payment to holders of our H Shares.

Currently, RMB still cannot be freely converted into any foreign currency, and conversion
and remittance of foreign currencies are subject to PRC foreign exchange regulations. There is
no assurance that we will have sufficient foreign exchange to meet our foreign exchange
requirements. Under the current PRC foreign exchange control system, foreign exchange
transactions under the current account conducted by us, including the payment of dividends, do
not require advance approval from SAFE, but we are required to present documentary evidence
of such transactions and conduct such transactions at designated foreign exchange banks within
the PRC that have the requisite licenses to conduct foreign exchange business, and we shall
make up our losses of previous years according to the PRC law. Foreign exchange transactions
under the capital account conducted by us, however, must be approved in advance by SAFE.

Under the existing foreign exchange regulations, following the completion of the Share
Offer, we will be able to pay dividends in foreign currencies without prior approval from SAFE
by complying with certain procedural requirements. However, there is no assurance that these
foreign exchange policies regarding payment of dividends in foreign currencies will continue
in the future. In addition, any insufficiency of foreign exchange may restrict our ability to
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obtain sufficient foreign exchange for dividend payments to shareholders or to satisfy other
foreign exchange requirements. If we fail to obtain approval from SAFE to convert RMB into
any foreign exchange for any of the above purposes, our capital expenditure plans and our
business, operating results and financial condition, may be materially and adversely affected.

Investors may be subject to PRC income tax.

Under the applicable PRC tax laws, dividends of a PRC resident enterprise paid to, and
gains realized through the sale or transfer by other means of shares in a PRC resident enterprise
by, a non-PRC resident individual are both subject to PRC individual income tax at a rate of
20%. Pursuant to the Circular on Questions Concerning the Collection of Individual Income
Tax following the Repeal of Guo Shui Fa [1993]1045 ( <[ ZBIHS = BE i BB 851993104555 3C
14 J8% 1A% A BRI 45 Bl B BRI #E %0) ) dated June 28, 2011 issued by the SAT, dividends
paid by H Share issuers to a non-PRC resident individual holder of H Shares are subject to PRC
individual income tax at the rates determined in accordance with applicable tax treaties or
arrangements between the PRC and the jurisdiction in which the shareholder resides. Such tax
rates range from 5% to 20%. This circular further provides that, in general, the tax rate
applicable to dividend income as stipulated in relevant tax treaties or arrangements is 10%;
therefore, H Share issuers can withhold 10% of the dividend without seeking prior consent
from competent tax authorities.

Any shareholder residing in a jurisdiction where the applicable tax rate for such
dividends, as stipulated in the relevant tax treaties or arrangements, is lower than 10% shall be
entitled to a refund of the excess tax withheld by H Share issuers; however, such refund shall
be applied for by the shareholder directly or through a tax agent and will be subject to the
approval of the competent tax authority. For a shareholder residing in a jurisdiction where the
applicable tax rate for such dividends, as stipulated in the relevant tax treaties or arrangements,
is more than 10% but less than 20%, H Share issuers shall withhold the individual income tax
at the actual tax rate, as stipulated in the relevant tax treaties or arrangements, without seeking
prior consent from competent tax authorities. For a shareholder residing in a jurisdiction where
the applicable tax rate for such dividends, as stipulated in the relevant tax treaties or
arrangements, is 20% or where there is no relevant tax treaty or arrangement with the PRC, H
Share issuers shall withhold the individual income tax at the rate of 20%.

Despite these arrangements, there are significant uncertainties as to the interpretation and
application of applicable PRC tax laws and rules due to several factors, including the relatively
short history of such laws and rules, and whether the relevant preferential tax treatment will
be revoked in the future such that all non-PRC resident individual holders of H Shares will be
subject to PRC individual income tax at a flat rate of 20%.

According to the PRC Enterprise Income Tax Law and the rules relating to the
implementation thereof, non-PRC resident enterprises that do not have any establishment or
premises within the PRC are subject to enterprise income tax at a rate of 10% on any income
generated within the PRC. Furthermore, pursuant to the Notice of Withholding and Payment of
Enterprise Income Tax for PRC Resident Enterprises Paying Dividends to Overseas Non-
resident Enterprise Shareholders of H Shares ( B 2 J& B4 3 m) B AN E & IR AR SETROR
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URES R B AR 2E T A B A B R REAY 4 E0) ) issued by the SAT on November 6, 2008,
PRC resident enterprises are required to withhold enterprise income tax at a flat rate of 10%
on distributions of dividends to overseas non-PRC resident enterprise holders of H Shares for
the year 2008 and thereafter.

According to relevant PRC tax laws, non-PRC resident enterprise holders of H Shares are
subject to enterprise income tax at a rate of 10% on profit from the sale or transfer of H Shares
as well as dividends received from H Shares.

According to the Interim Measures for Source-based Withholding of Enterprise Income
Tax on Nonresident Enterprises ( (FF & RAZEGFLF R INBE B E 1T HHZ) ) issued by the
SAT, in offshore H Share transfers between non-PRC resident enterprises, the selling party is
required to, personally or through proxy, file enterprise income taxes with the competent PRC

tax authorities in the local jurisdiction where the issuer of such H Shares is registered.

In addition, it is also unclear whether and how the PRC individual income tax and
enterprise income tax on gains realized by non-PRC resident holders of H Shares through the
sale, or transfer by other means, of H Shares will be collected by the PRC tax authorities in
the future. Considering these uncertainties, non-PRC resident holders of our H Shares should
be aware that they may be obligated to pay PRC income tax on gains realized through the sale,

or transfer by other means of our H Shares.

Any force majeure event could materially and adversely affect our business and results of

operations.

Any force majeure events, including the outbreak, or threatened outbreak, of any severe
communicable disease in Hong Kong or the PRC, could materially and adversely affect the
overall business sentiment and environment in the PRC, particularly if such outbreak is
inadequately controlled. Some regions in the PRC are subject to earthquake, fire, bad weather,
or other natural disaster. This, in turn, could materially and adversely affect domestic
consumption, labor supply and, possibly, the overall rate of growth of the gross domestic
product of the PRC. Our income is currently derived entirely from our PRC operations, and any
labor shortages on contraction or slowdown in the growth of domestic consumption in the PRC
could materially and adversely affect our business, financial condition and results of
operations. In addition, if any of our employees are affected by any severe communicable
disease, it could adversely affect or disrupt production levels and operations at the relevant
stations or potentially require a closure of our facilities to prevent the spread of the disease.
Any of these outcomes could materially and adversely affect our business, financial condition
and results of operations. The spread of any severe communicable disease in the PRC may also
affect the operations of our customers and suppliers, which could materially and adversely

affect our business, financial condition, and results of operations.
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It may be difficult to enforce judgments rendered by courts other than PRC courts against
us or the Directors, Supervisors or senior management residing in China.

We are a company incorporated under the laws of the PRC and all of our assets and all
of our subsidiaries are located in the PRC. Most of our Directors, Supervisors and senior
management reside within the PRC. Most of the assets of these Directors, Supervisors and
senior management may also be located within the PRC. As a result, it may not be possible to
effect service of process outside the PRC upon most of our Directors, Supervisors and senior
management. Moreover, the PRC does not have treaties providing for reciprocal recognition
and enforcement of court judgments in the United States, the United Kingdom, Japan or most
other countries. In addition, Hong Kong has no arrangement for the reciprocal enforcement of
judgments with the United States. As a result, in the PRC or Hong Kong, recognition and
enforcement of court judgments from the jurisdictions mentioned above may be difficult or
impossible in relation to any matter that is not subject to a binding arbitration provision. On
July 14, 2006, the Supreme People’s Court of the PRC and the Government of the Hong Kong
Special Administrative Region signed an Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters (< [B77 Ay b B s 4o 7l 4 7 R [ 75
e AH B BB PT FISHA T8 S A T el e 0 R P S B #I % HE) ). Under this  arrangement,
where any designated People’s Court of the PRC or Hong Kong court has made an enforceable
final judgment requiring payment of money in a civil and commercial case pursuant to a choice
of court agreement, any party concerned may apply to the relevant People’s Court of the PRC
or Hong Kong court for recognition and enforcement of the judgment. Although this
arrangement became effective on August 1, 2008, the outcome and effectiveness of any action
brought under the arrangement remain uncertain.

Our Articles of Association provide that disputes between holders of our H Shares and our
Company, our Directors, Supervisors or senior management, arising out of our Articles of
Association, the PRC Company Law and related regulations, concerning the affairs of our
Company, are to be resolved through arbitration by the CIETAC or the HKIAC. Awards made
by PRC arbitral authorities recognized under the Hong Kong Arbitration Ordinance can be
enforced in Hong Kong. Hong Kong arbitral awards are also enforceable in the PRC, subject
to the satisfaction of certain PRC legal requirements. However, we are uncertain whether any
action brought in the PRC to enforce an arbitral award made in favor of holders of H Shares
would succeed.

RISKS RELATING TO THE SHARE OFFER

There has been no prior public market for our H Shares and their liquidity and market price
may be volatile. If the price of the Shares declines or fluctuates, this could result in

substantial losses for investors purchasing Shares in the Share Offer.

Prior to the Share Offer, there has been no public market of our H Shares. The initial Offer
Price for our H Shares to the public will be agreed by us and the Underwriters, and the Offer
Price may differ significantly from the market price of the H Shares following this Share Offer.
We have applied to the Stock Exchange for the listing of, and permission to deal in, the H
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Shares. A listing on the Stock Exchange, however, does not guarantee that an active and liquid
trading market for the H Shares will develop, or if it does develop, that it will be sustained.
In addition, the trading price and trading volume of the H Shares may be subject to significant
volatility as a result of various factors, including:

. variations in our operating results or differences between our operating results and
those expected by investors and analysts;

. changes in securities analysts’ estimates of our financial performance;

. announcements made by us or our competitors;

. regulatory developments or market changes in the PRC affecting us or our industry;
. any business interruptions resulting from natural disasters or accidents;

. investors’ perception of us and of the investment environment in Asia, including
Hong Kong and the PRC;

. announcements of or completions of acquisitions, strategic alliances, or joint
ventures by us or our competitors;

. addition or departure of our key personnel;

. release or expiration of lock-up or other transfer restrictions on our Shares;
. liability claims brought against us;

o involvement in litigation; and

. general political, economic, financial, social development and stock market
conditions and other factors.

Moreover, in recent years, stock markets in general, and the H shares issued by other
issuers in the PRC and listed on the Hong Kong Stock Exchange both have experienced price
and volume fluctuations, some of which were unrelated or did not fully correspond to the
operating performance of related companies. These broad market and industry fluctuations may
adversely affect the market price of our H Shares in a similar manner.

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

Any future sale or availability for sale of the Shares could have an adverse effect on the
Share price. The sale of a significant amount of Shares in the public market after the Share
Offer, or the perception that such sales may occur, could adversely affect the market price of
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the Shares. Except as otherwise described in the section headed “Underwriting — Underwriting
Arrangements and Expenses — Public Offer” in this Prospectus, there are no restrictions
imposed on the disposition by the Controlling Shareholders of their shareholdings.

Future sale of a significant amount of our H Shares or other related securities in the public
market, or issuance of new H Shares or other related securities in the public market, or the
perception that such sales or issuance may occur, after the expiration of relevant restrictions,
could make the market price of our Shares decline. In addition, such sales may make it more
difficult for us to issue new Shares in the future at a time and price we deem appropriate,
thereby limiting our ability to raise capital.

According to the stipulations by the State Council’s securities regulatory authority and the
Articles of Association, our Domestic Shares may be converted into H Shares and such
converted H Shares may be listed or traded on an overseas stock exchange, provided that prior
to the conversion and trading of such converted shares, the requisite internal approval
processes have been duly completed and the approval from the relevant PRC regulatory
authorities, including the CSRC, have been obtained. In addition, such conversion, trading and
listing shall in all respects comply with the regulations prescribed by the State Council’s
securities regulatory authorities and the regulations, requirements and procedures prescribed
by the relevant overseas stock exchange. We can apply for the listing of all or any portion of
our Domestic Shares on the Stock Exchange as H Shares in advance of any proposed
conversion to ensure that the conversion process can be completed promptly upon notice to the
Stock Exchange and delivery of shares for entry on the H Share register. This could further
increase the supply of H Shares in the market, and future sales, or perceived sales, of the
converted Shares may adversely affect the trading price of H Shares.

There can be no assurance of the accuracy or comparability of facts and statistics contained
in this Prospectus with respect to the PRC, its economy or its electricity dispatch and sale and
power generation and supply industries.

Facts and statistics in this Prospectus relating to the PRC, its economy and its power
generation and distribution industries, including its market share information, are derived from
various official and other publicly available sources which are generally believed by us to be
reliable. However, there can be no assurance as to the quality and reliability of such official
source materials. In addition, these facts and statistics have not been independently verified by
us, the Sole Sponsor, the Sole Global Coordinator, the Joint Lead Managers and Joint
Bookrunners or its advisers and therefore none of us, the Sole Sponsor, the Sole Global
Coordinator, the Joint Lead Managers and Joint Bookrunners or its advisers makes any
representation as to the accuracy or fairness of such facts and statistics, which may not be
consistent with other information compiled within or outside the PRC and may not be complete
or up to date. We have taken reasonable care in reproducing or extracting the information from
such sources. However, because of possibly flawed or ineffective methodologies underlying
the published information or discrepancies between the published information and market
practice and other problems, these facts and other statistics may be inaccurate or may not be
comparable from period to period or be comparable to facts or statistics produced for other
economies and should not be unduly relied upon by investors.
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There will be a time gap of several business days between pricing and trading of our H
Shares offered under the Share Offer.

The Offer Price of our H Shares sold to the public under the Share Offer will be
determined on the Price Determination Date. However, trading of our H Shares on the Hong
Kong Stock Exchange will not commence until they are delivered, which is expected to be
several business days after the Price Determination Date. During that period, investors of our
H shares may not be able to sell or otherwise deal in our H Shares. Accordingly, holders of our
H Shares may be subject to the risk that our H Share trading price could fall before trading
begins as a result of adverse market conditions or other unfavorable circumstances that may
arise during the period between the Price Determination Date and the date on which the dealing

begins.

There can be no assurance if and when we will pay dividends in the future. Dividends

declared in the past may not be indicative of our dividend payments in the future.

Our Company declared dividends of RMB14.7 million in 2013, RMB39.3 million in 2014
and RMB21.0 million in 2016, which were paid in 2015, 2015 and 2017, respectively.
However, historical dividend distributions are not indicative of our future distribution policy
and we can give no assurance that dividends of similar amounts or at similar rates will be paid

in the future.

We currently intend to distribute 30% to 50% of our profit for the year after the
completion of the Share Offer in the form of dividends to our shareholders. However, our
ability to pay dividends will depend on whether we can generate sufficient earnings and other
factors. Distribution of dividends shall be formulated by our Board of Directors at their
discretion and will be subject to our Shareholders’ approval. A decision to declare or to pay any
dividends and the amount of any dividends will depend on various factors, including but not
limited to our results of operations, cash flows and financial condition, operating and capital
expenditure requirements, distributable profits as determined under PRC GAAP or IFRS
(whichever is lower), our Articles of Association, the PRC Company Law and any other
applicable PRC laws and regulations, market conditions, our strategic plans and prospects for
business development, contractual limits and obligations, payment of dividends to us by our
operating subsidiaries, taxation, regulatory restrictions and any other factors determined by our
Board of Directors from time to time to be relevant to the declaration or suspension of dividend
payments. As a result, there can be no assurance whether, when and in what form we will pay
dividends in the future. Subject to any of the above constraints, we may not be able to pay
dividends. Any profits available for distribution in a year can be retained for distribution in
subsequent years. For further details, please refer to the section headed “Financial Information
— Dividends” in this Prospectus. In addition, dividends paid in prior periods may not be
indicative of future dividend payments. We cannot assure you when, if and in what form

dividends will be paid in the future.
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We strongly caution investors not to place any reliance on any information contained in

press or media reports regarding us and the Share Offer.

Prior or subsequent to the publication of this Prospectus, there has been or may be press
and media coverage regarding us and the Share Offer, in addition to marketing materials
published by us in compliance with the Listing Rules. We have not authorized any such press
and media reports, and the financial information, financial projections, valuations and other
information about us contained in such unauthorized press and media coverage may not truly
reflect what is disclosed in this Prospectus or the actual circumstances. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication, and accordingly do not accept any responsibility for any such press
or media coverage or the inappropriateness, inaccuracy, incompleteness or unreliability of any
such information. To the extent that any such information appearing in the press or media is
inconsistent or conflicts with the information contained in this Prospectus or the actual
circumstances, we shall not be liable on the same. Accordingly, investors should not rely on
any such information in making a decision as to whether to purchase our H Shares, and should
rely only on the information included in this Prospectus.
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In preparation for the Listing, we have applied to Stock Exchange for the following
waivers from strict compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, our Company must have
sufficient management presence in Hong Kong, and this normally means that at least two of our
executive Directors must ordinarily reside in Hong Kong. Given that our business and
operations are principally located, managed and conducted in the PRC and the Group’s head
office situates in and substantially all of the Directors currently reside in the PRC, we consider
that it would be unduly burdensome for us to maintain sufficient management presence in Hong
Kong for the purpose of satisfying the requirements under Rules 8.12 and 19A.15 of the Listing
Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with Rules 8.12 and 19A.15 of the Listing Rules,
subject to the following conditions to maintain regular and effective communication between
the Stock Exchange and us:

1. Authorized Representatives: We have appointed Ms. Fang Wei (our executive
Director) and Mr. Wong Yat Tung (our joint company secretary) as our authorized
representatives (the “Authorized Representatives”) for the purpose of Rule 3.05 of
the Listing Rules. They will act as our principal channel of communication with the
Stock Exchange. Although Ms. Fang Wei resides in the PRC, she possesses valid
travel documents and is able to renew such travel documents when they expire in
order to visit Hong Kong. The Authorized Representatives will also provide their
usual contact details, and each of the Authorized Representatives has confirmed that
she will be readily contactable by the Stock Exchange and will be available to meet
with the Stock Exchange to discuss any matters within a reasonable period of time
frame upon request of the Stock Exchange;

2. Directors: When the Stock Exchange wishes to contact the Directors on any matter,
each of the Authorized Representatives will have all necessary means to contact all
our Directors (including our independent non-executive Directors) promptly at all
times. To enhance communication between the Stock Exchange, our Authorized
Representatives and our Directors, we have implemented the following measures:
(a) each Director must provide his/her mobile number, office number, e-mail address
and facsimile number to the Authorized Representatives; (b) in the event that a
Director expects to travel and/or otherwise be out of office, he/she will provide the
phone number of the place of his/her accommodation to the Authorized
Representatives; and (c) we have provided the mobile number, office number, e-mail
address and facsimile number of each Director to the Stock Exchange.

We have one independent non-executive Director (namely Mr. Lau Tsz Bun) who is
ordinarily resident in Hong Kong and will act as additional channel of
communication between the Stock Exchange and us.
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Each of the Directors who does not ordinarily reside in Hong Kong possesses valid
travel document and can apply for visa to visit Hong Kong within a reasonably short
period of time. Accordingly, each of the Directors will be able to meet with the Stock

Exchange within a reasonable period of time;

3. Compliance Adviser: We have appointed Orient Capital (Hong Kong) Limited as
our compliance adviser (the “Compliance Adviser”) in compliance with Rule 3A.19
of the Listing Rules, who will provide us with professional advice on continuing
obligations under the Listing Rules and act as our additional channel of
communication with the Stock Exchange during the period from the Listing Date to
the date on which we comply with Rule 13.46 of the Listing Rules in respect of our
financial results for the first full financial year immediately after the Listing. The
Compliance Adviser will be available to answer enquiries from the Stock Exchange
and will act as our principal channel of communication with the Stock Exchange

when the Authorized Representatives are not available.

We have provided the Stock Exchange with the names, office telephone numbers,
facsimile numbers and e-mail addresses of at least two of the Compliance Adviser’s
officers who will act as the Compliance Adviser’s contact persons between the Stock
Exchange and the Company pursuant to Rule 19A.06(4) of the Listing Rules.

Pursuant to Rule 19A.05(2) of the Listing Rules, we shall ensure that the
Compliance Adviser retained by us will have access at all times to our Authorized
Representatives, our Directors and other officers. We shall also procure that such
persons will provide promptly such information and assistance as the Compliance
Adviser may need or may reasonably request in connection with the performance of
the Compliance Adviser’s duties as set forth in Chapter 3A and Rule 19A.06 of the
Listing Rules. We shall ensure that there are adequate and efficient means of
communication between our Company, our Authorized Representatives, our
Directors and other officers and the Compliance Adviser, and will keep the
Compliance Adviser informed of all communications and dealings between us and

the Stock Exchange; and

4. Legal Adviser: We shall also retain a legal adviser after the Listing (i) to inform us
on a timely manner of any amendment or supplement to the Listing Rules and any
new or amended laws, regulations or codes in Hong Kong applicable to us, (ii) to
provide advice to us on the continuing requirements under the Listing Rules and
applicable Hong Kong laws and regulations as required under Rule 19A.06(3), and
(iii) to provide advice to us on the application of the Listing Rules and other

applicable Hong Kong laws and regulations relating to securities after the Listing.
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COMPANY SECRETARY

Pursuant to Rule 3.28 and Rule 8.17 of the Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant
experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of
the company secretary. Note (1) to Rule 3.28 of the Listing Rules further provides that the
Stock Exchange considers the following academic or professional qualifications to be
acceptable:

i. a member of the Hong Kong Institute of Chartered Secretaries;

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

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

In assessing “relevant experience”, the Stock Exchange will consider the individual’s (i)
length of employment with the issuer and other issuers and the roles he played, (ii) familiarity
with the Listing Rules and other relevant law and regulations including the SFO, the
Companies Ordinance, and the Takeovers Code, (iii) relevant training taken and/or to be taken
in addition to the minimum requirement under Rule 3.29 of the Listing Rules, and (iv)
professional qualifications in other jurisdictions.

Our Company has appointed Ms. Fang Wei as one of the joint company secretaries, who
does not possess any of the qualifications under Rule 3.28 and Rule 8.17 of the Listing Rules,
and may not be able to solely fulfill the requirements of the Listing rules. Therefore, we have
appointed Mr. Wong Yat Tung, who is a fellow member of the Hong Kong Institute of
Chartered Secretaries and who fully complies with the requirements stipulated under Rule 3.28
and Rule 8.17 of the Listing Rules to act as another joint company secretary and to provide
guidance and assistance to Ms. Fang Wei for an initial period of three years from the Listing
Date to enable Ms. Fang Wei to acquire the “relevant experience” under Note (2) to Rule 3.28
of the Listing Rules so as to fully comply with the requirements set forth under Rule 3.28 and
Rule 8.17 of the Listing Rules.

Mr. Wong Yat Tung will work closely with Ms. Fang Wei to jointly discharge the duties
and responsibilities as company secretary and assist Ms. Fang Wei to acquire the relevant
experience as required under Rule 3.28 and Rule 8.17 of the Listing Rules. In addition, Ms.
Fang Wei will endeavor to attend relevant training and familiarize herself with the Listing
Rules and duties required for a company secretary of a PRC issuer listed on the Stock
Exchange.

We have applied to the Stock Exchange for, and the Stock Exchange has granted to us,
a waiver from strict compliance with the requirements of Rule 3.28 and Rule 8.17 of the Listing
Rules. The waiver is valid for an initial period of three years from the Listing Date, and is
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granted on the condition that we engage Mr. Wong Yat Tung, who possesses all the requisite
qualifications required under Rule 3.28 of the Listing Rules, to assist Ms. Fang Wei in
discharging her duties as a joint company secretary and in gaining the “relevant experience”
as required under Note (2) to Rule 3.28 of the Listing Rules. Before the expiry of the initial
three-year period, the qualifications of Ms. Fang Wei will be re-evaluated to determine whether
the requirements as stipulated in Rule 3.28 and Rule 8.17 of the Listing Rules can be satisfied
and whether the need for on-going assistance will be made. In the event Ms. Fang Wei has
obtained relevant experience at the end of the initial three-year period, the above joint company
secretary arrangement would no longer be necessary for our Company.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Pursuant to Chapter 14A of the Listing Rules, continuing connected transactions on
normal commercial terms where each or all of the percentage ratios (other than the profits
ratio) set out in Rule 14.07 of the Listing Rules, is/are on an annual basis more than 5% are
subject to announcement and annual review requirements as set out in Rule 14A.35 and Rules
14A.55 to 14A.59, circular requirements as set out in Rules 14A.46 to 14A.48, annual reporting
requirements as set out in Rule 14A.49, and shareholders’ approval requirements as set out in
Rules 14A.36 to 14A.45 of the Listing Rules.

We have entered into, or will enter into, certain transactions which are expected to
continue after the Listing and which will constitute non-exempt continuing connected
transactions under Chapter 14A of the Listing Rules. We have applied to the Stock Exchange
for, and the Stock Exchange has granted, a waiver under Rule 14A.105 of the Listing Rules
from strict compliance with the announcement and/or independent shareholders’ approval
requirements in respect of such non-exempt continuing connected transactions. Further details
of such continuing connected transactions are set out in the section headed “Connected
Transactions” in this Prospectus.

WAIVER IN RELATION TO THE PUBLICATION OF ANNUAL REPORT AND
RELEASE OF ANNUAL FINANCIAL RESULTS

Rule 13.46(2) of the Listing Rules requires an issuer to send a copy of its annual report
including its annual accounts or summary financial report to its shareholders within four
months after its financial year-end. As the Company has included in this Prospectus the
financial information in respect of the year ended December 31, 2017, our Directors believe
that strict compliance with the requirements of Rules 13.46(2) of the Listing Rules would not
provide our Shareholders and potential investors with further material information of the
Company and would incur unnecessary administrative cost and be unduly burdensome for the
Company.

Accordingly, we have applied to the Stock Exchange for a waiver from strict compliance
with the requirements of Rules 13.46(2) of the Listing Rules in respect of the issue of an annual
report for the year ended December 31, 2017. The Company will not be in breach of the
Articles of Association or the laws and regulations of the PRC or other regulatory requirements
regarding its obligation to publish our annual report.
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In addition, the Company has included in this Prospectus a statement as to whether we
intend to comply with the Corporate Governance Code set out in Appendix 14 to the Listing
Rules after its Listing. Please see “Directors, Supervisors and Senior Management — Corporate

Governance”.

The Company will issue an announcement to inform the Shareholders and investors upon

its Listing on the status of this wavier application.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information to the public with regard to us. Our Directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief, the information contained in
this Prospectus is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters or omission of which would make any statement
herein or this Prospectus misleading.

CSRC APPROVAL

We have obtained the approval from CSRC for the Share Offer and the making of the
application to list our H Shares on the Stock Exchange on May 24, 2017. In granting such
approval, CSRC does not accept any responsibility for our financial soundness, nor for the
accuracy of any of the statements made or opinions expressed in this Prospectus or in the
Application Forms.

UNDERWRITING AND INFORMATION ON THE SHARE OFFER

This Prospectus is published solely in connection with the Share Offer which comprises
the Placing and the Public Offer. Details of the structure of the Share Offer, including
conditions of the Share Offer, are set out in the section headed “Structure of the Share Offer”
in this Prospectus.

The listing of our H Shares on the Stock Exchange is sponsored by the Sole Sponsor. The
Share Offer is managed by the Sole Global Coordinator. The Public Offer is fully underwritten
by the Public Offer Underwriters pursuant to the Public Offer Underwriting Agreement. The
Placing is expected to be fully underwritten by the Placing Underwriters. The Placing
Underwriting Agreement relating to the Placing is expected to be entered into on or around the
Price Determination Date, subject to determination of the pricing of the Offer Shares. For
further details about the Underwriters and the underwriting arrangements, please see the
section headed “Underwriting”.

The H Shares are offered solely on the basis of the information contained and
representations made in this Prospectus and on the Application Forms and on the terms and
subject to the conditions set out herein and therein. No person is authorized to give any
information in connection with the Share Offer or to make any representation not contained in
this Prospectus, and any information or representation not contained herein must not be relied
upon as having been authorized by us, the Sole Sponsor, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,
agents, employees or advisers or any other party involved in the Share Offer.

Neither the delivery of this Prospectus nor any subscription or acquisition made under it
shall, under any circumstances, create any implication that there has been no change in our
affairs since the date of this Prospectus or that the information in this Prospectus is correct as
of any subsequent time.
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DETERMINATION OF THE OFFER PRICE

The H Shares are being offered at the Offer Price which will be determined by the Sole
Global Coordinator (for itself and on behalf of the Underwriters) and us on or around Thursday,
April 19, 2018 or such later date as may be agreed upon between the Sole Global Coordinator
(for itself and on behalf of the Underwriters) and us, and in any event no later than Wednesday,
April 25, 2018. If the Sole Global Coordinator (for itself and on behalf of the Underwriters)
and us are unable to reach an agreement on the Offer Price on such date, the Share Offer will
not proceed and will lapse.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Offer Shares will be required to confirm, or by his acquisition
of the Offer Shares will be deemed to confirm, that he is aware of the restrictions on offers of
the Offer Shares described in this Prospectus.

No action has been taken to permit an offering of the Offer Shares other than in Hong
Kong, or the distribution of this Prospectus in any jurisdiction other than Hong Kong.
Accordingly, and without limitation to the following, this Prospectus may not be used for the
purpose of, and does not constitute, an offer or invitation for subscription in any jurisdiction
or in any circumstances in which such an offer or invitation for subscription is not authorized

or to any person to whom it is unlawful to make such an offer or invitation for subscription.

The distribution of this Prospectus and the offering and sales of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorization by
the relevant securities regulatory authorities or an exemption therefrom. In particular, the Offer
Shares have not been offered and sold, and will not be offered or sold, directly or indirectly,
in the PRC or the U.S..

Prospective applicants for the Offer Shares should consult their financial advisers and
take legal advice, as appropriate, to inform themselves of, and to observe, all applicable laws
and regulations of any relevant jurisdiction. Prospective applicants for the Offer Shares should
inform themselves as to the relevant legal requirements of applying for the Offer Shares and
any applicable exchange control regulations and applicable taxes in the countries of their

respective citizenship, residence or domicile.

CERTAIN MATTERS RELATING TO THE SHARE OFFER

Application for Listing on the Stock Exchange

We have applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, our H Shares including any H Shares which may be issued by us pursuant
to the Share Offer and upon the exercise of the Offer Size Adjustment Option. Dealings in the
H Shares on the Stock Exchange are expected to commence on Friday, April 27, 2018.
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Our Domestic Shares may be converted to H Shares after obtaining the approval of CSRC
or the authorized securities approval authorities of the State Council and after satisfying certain

procedural requirements.

No part of our Shares or loan capital is listed on or dealt in on any other stock exchange

and no such listing or permission to list is being or proposed to be sought in the near future.

NO OVERSEAS REGISTRATION

The documents issued and to be issued in connection with the Public Offer will not be

registered under applicable securities legislation of any jurisdiction other than Hong Kong.

H Share Register and Stamp Duty

All of the H Shares issued pursuant to applications made in the Public Offer will be
registered on our H Share register to be maintained in Hong Kong. Our principal register of
members will be maintained by us at our headquarter in the PRC. Dealings in the H Shares
registered in our H Share register will be subject to the Hong Kong stamp duty. Please see the

section headed “Appendix IV — Taxation and Foreign Exchange”.

Dividends Payable to Holders of H Shares

Unless determined otherwise by us, dividends payable in Hong Kong dollars in respect of
H Shares will be paid to Shareholders as recorded in our H Share register, and sent by ordinary
post, at the Shareholders’ own risk, to the registered address of each Shareholder of the H
Shares.

Professional Tax Advice Recommended

Applicants for the Public Offer Shares are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding, disposing of, dealing in, or the exercise of any rights in relation to, the H Shares. It
is emphasized that we nor the Sole Sponsor, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, nor their respective directors,
officers, employees, advisers, agents or representatives nor any other person or party involved
in the Share Offer accepts responsibility for any tax effects or liabilities of holders of the H
Shares resulting from the subscription, purchase, holding, disposal of, dealing in, or exercise

of any rights in relation to, the H Shares.
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Registration of Subscription, Purchase and Transfer of H Shares

In accordance with the requirements of Rule 19A.52 of the Listing Rules, we have
instructed the H Share Registrar, and it has agreed, not to register the subscription, purchase
or transfer of any H Shares in the name of any particular holder unless and until such holder
delivers a signed form to the H Share Registrar in respect of those H Shares bearing statements
to the effect that the holder:

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

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

(ii1) agrees with us and each of our Shareholders that the H Shares are freely transferable
by the holders thereof; and

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

Persons applying for or purchasing H Shares under the Share Offer are deemed, by their
making an application or purchase, to have represented that they are not close associates (as
such term is defined in the Listing Rules) of any of our Directors or an existing Shareholder
or a nominee of any of the foregoing.

Procedure for Application for Public Offer Shares

The procedure for applying for Public Offer Shares is set forth in the section headed
“How to Apply for Public Offer Shares” and the Application Forms.

STRUCTURE OF THE SHARE OFFER

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

OFFER SIZE ADJUSTMENT OPTION

Details of the arrangements relating to the Offer Size Adjustment Option are set forth in
the section headed “Structure of the Share Offer”.
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H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

arrangements have been made for the H Shares to be admitted into CCASS.

EXCHANGE RATE CONVERSION

Solely for your convenience, this Prospectus contains translations of certain Renminbi
amounts into Hong Kong dollars at specified rates. No representation is made that the amounts
denominated in one currency could actually be converted into another currency at the rates
indicated or at all. Unless we indicate otherwise, the translation of Renminbi into Hong Kong
dollars was made at the rate of RMBO0.8359 to HK$1.00, quoted by the PBOC for foreign
exchange transactions prevailing on December 31, 2017. Any discrepancies in any table
between totals and sums of amounts listed therein are due to rounding.

LANGUAGE

If there is any inconsistency between this Prospectus and the Chinese translation of this
Prospectus, this Prospectus shall prevail. Translated English names of Chinese laws and
regulations, governmental authorities, institutions, certificates, titles, natural persons or other
entities included in this Prospectus and for which no official English translation exists are
unofficial translations for your reference only, and if there is any inconsistency in this regard,

the Chinese name shall prevail.

ROUNDING

In this Prospectus, where information is presented in hundreds, thousands, ten thousands,
millions, hundred millions or billions, certain amounts of less than one hundred, one thousand,
ten thousand, one million, a hundred million or a billion, as the case may be, have been rounded
to the nearest hundred, thousand, ten thousand, million, hundred million or billion,
respectively. Amounts presented as percentages have, in certain cases, been rounded to the
nearest tenth or hundredth of a percent. Any discrepancies in any table or chart between totals
and sums of amounts listed therein are due to rounding.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Residential Address Nationality
Executive Directors

GAO Hongxin (= 35#7) Room 502, Gate 5, Block 4 Chinese
Xiaoxingyuan
Dagu South Road, Hexi District
Tianjin, PRC

XING Cheng (ﬁﬁiﬁfc) Room 502, Gate 1, Block 10 Chinese
Biboyuan
Dazhigu Fifth Road
Hedong District
Tianjin, PRC

PENG Chong (i) Room 202, Unit 2, Block 5 Chinese
Xinghe Garden, Weiguo Road
Hedong District
Tianjin, PRC

FANG Wei (5 ) Room 401, Gate 3, Block 12 Chinese
Shang Cheng
No. 17 Taihu Road
Hexi District
Tianjin, PRC

Non-executive Directors

YU Yang (T-#) Room 301, Gate 3, Block 5 Chinese
Sanyuan Gongyu
Xilouhou Street
Hexi District
Tianjin, PRC

WU Tao (RF#H) Room 902, Block B, Building 1 Chinese
Bomeiyuan
Huanghai Road
Tanggu District
Tianjin, PRC
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Name

Residential Address

Independent non-executive Directors

LAU Tsz Bun (%] 75#)

HAN Xiaoping (#EET)

YANG Ying (#%4)

Supervisors
Name

XUE Xiaofang (BEBETT)

SHAO Guoyong (HFIE7K)

YANG Kui (#5%)

Flat 2108, Wang Sun House
Wang Fuk Court
Tai Po, Hong Kong

Room 1, Gate 2, 1/F
Nanshagou

Xicheng District
Beijing, PRC

Room 1123, Block 3
Zhekun Building
Zhanjiang Road
Hexi District
Tianjin, PRC

Residential Address

Room 112, Gate 1
No. 98 Menggu Road
Heping District
Tianjin, PRC

No. 165 Zhuan Yang Da Dao
Hanyang District
Wuhan, Hubei Province, PRC

Room 502, Gate 3, Building 24
Fangyun Yuan

Tanggu District

Tianjin, PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor Orient Capital (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central
Hong Kong

Sole Global Coordinator Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central
Hong Kong

Joint Bookrunners Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central
Hong Kong

ChaoShang Securities Ltd.

Room 4001-2, China Resources Building
26 Harbour Road, Wanchai

Hong Kong

ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

SPDB International Capital Limited
Suites 3207-3212

32/F One Pacific Place, 88 Queensway
Hong Kong

China Investment Securities International
Brokerage Limited

Unit Nos. 7701A & 05B-08, Level 77
International Commerce Centre

1 Austin Road West

Kowloon, Hong Kong
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Joint Lead Managers Orient Securities (Hong Kong) Limited
28-29/F, 100 Queen’s Road Central
Central
Hong Kong

ChaoShang Securities Ltd.

Room 4001-2, China Resources Building
26 Harbour Road, Wanchai

Hong Kong

ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

SPDB International Capital Limited
Suites 3207-3212

32/F One Pacific Place, 88 Queensway
Hong Kong

China Investment Securities International
Brokerage Limited

Unit Nos. 7701A & 05B-08, Level 77
International Commerce Centre

1 Austin Road West

Kowloon, Hong Kong
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Legal advisers to our Company As to Hong Kong Law
Shearman & Sterling
12th Floor, Gloucester Tower
The Landmark
15 Queen’s Road, Central
Hong Kong

As to PRC Law

Tian Yuan Law Firm
10/F, CPIC Plaza

No. 28 Fengsheng Lane
Xicheng District
Beijing, PRC

Commerce & Finance Law Offices
6/F, NCI Tower

A12 Jianguomenwai Avenue
Beijing, PRC

Legal advisers to the Sole Sponsor and As to Hong Kong Law
Underwriters King & Wood Mallesons
13/F, Gloucester Tower
The Landmark
15 Queen’s Road Central
Central
Hong Kong

As to PRC Law

Haiwen & Partners

20/F, Fortune Financial Center
5 Dong San Huan Central Road
Chaoyang District

Beijing, PRC

Reporting accountants and Auditors KPMG
8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong
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Industry consultant Ipsos Limited
22nd Floor, Leighton Centre
77 Leighton Road
Causeway Bay, Hong Kong

Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.

1018, Tower B

500 Yunjin Road

Xuhui District, Shanghai

PRC

Property valuer Jones Lang LaSalle Corporate Appraisal and
Advisory Limited
6th Floor, Three Pacific Place
1 Queen’s Road East
Hong Kong

Receiving banker The Bank of East Asia, Limited

10 Des Voeux Road Central
Hong Kong
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CORPORATE INFORMATION

Registered office No. 35 Haibinba Road,
Tianjin Port Free Trade Zone,
Tianjin City,
PRC

Head office No. 35 Haibinba Road,
Tianjin Port Free Trade Zone,
Tianjin City,
PRC

Principal place of business in Hong Kong  18/F, Tesbury Centre
28 Queen’s Road East
Wanchai, Hong Kong

Company’s Website www.tjtbny.com (contents of this website
do not form part of this Prospectus)

Joint Company Secretaries Ms. Fang Wei
No. 35 Haibinba Road,
Tianjin Port Free Trade Zone,
Tianjin City,
PRC

Mr. Wong Yat Tung

(An associate of The Hong Kong Institute of
Chartered Secretaries and The Institute of
Chartered Secretaries and Administrators)
18/F, Tesbury Centre

28 Queen’s Road East

Wan Chai

Hong Kong

Authorized representatives Ms. Fang Wei
No. 35 Haibinba Road,
Tianjin Port Free Trade Zone,
Tianjin City,
PRC

Mr. Wong Yat Tung
18/F, Tesbury Centre
28 Queen’s Road East
Wan Chai

Hong Kong

Audit Committee Mr. Lau Tsz Bun (Chairperson)

Ms. Yang Ying
Mr. Wu Tao
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Remuneration Committee Mr. Lau Tsz Bun (Chairperson)
Ms. Yang Ying
Mr. Peng Chong

Nomination Committee Mr. Gao Hongxin (Chairperson)
Ms. Yang Ying
Mr. Han Xiaoping

H Share Registrar Computershare Hong Kong Investor
Services Limited
Shops 1712-1716, 17th Floor
Hopewell Centre
183 Queen’s Road East
Wan Chai
Hong Kong

Compliance adviser Orient Capital (Hong Kong) Limited
28-29/F
100 Queen’s Road Central
Central, Hong Kong

Principal bankers Bank of China
(Tianjin Pilot Free Trade Zone Branch)
No. 88 Haibinjiu Road
Tianjin Port Free Trade Zone
Tianjin, PRC

Industrial and Commercial Bank of China
Limited (Tianjin Tianbao Branch)

No. 176 Tianbao Avenue

Tianjin Port Free Trade Zone

Tianjin, PRC
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SOURCE OF INFORMATION

We have commissioned Ipsos Limited to analyze and report on the current status of and
forecasts for the power generation and electricity dispatch market in Tianjin Municipality and
China as a whole. We have agreed to pay Ipsos Limited a fee of HK$338,000 for the
preparation and use of the Ipsos Report. Unless otherwise indicated, market estimates or
forecasts in this section represent Ipsos Limited’s views on industry development, trends, and
competitive landscape of power generation and electricity dispatch.

Ipsos Limited is a professional research and consulting firm founded in 1994 and a
subsidiary of Ipsos Group, the third largest research and consulting firm in the world. Ipsos
Group has 16,000 employees in offices in 87 countries. Ipsos Limited has experience and
capability in conducting business consulting in more than 100 countries in the world. This
section also cites materials prepared by the International Monetary Fund, The Economist,
National Bureau of Statistics of China, Tianjin Municipality Bureau of Statistics, China Energy
Conservation Association, NDRC, Tianjin Municipality Development and Reform
Commission, China Electricity Council, International Energy Agency, SASAC, NEA, the State
Council, the Standardization Administration of China, MEP, Tianjin Power Trading Exchange
and State Grid and filings and websites of certain electrical power companies in the PRC.

METHODOLOGY AND ASSUMPTIONS

The Ipsos Report utilizes a full-circle and multi-level information sourcing process to
ensure accuracy, and Ipsos’ in-house analysis models and techniques to provide industry
related insights. The Ipsos Report has assumed that the supply and demand in the power
generation and electricity dispatch industry in China and Tianjin will remain stable over the
forecast period. The Ipsos Report has also assumed that there will be no external events, such
as financial crises or natural disasters, which may affect the supply and demand in the power

generation and electricity dispatch industry in China and Tianjin during the forecast period.
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MACROECONOMIC ENVIRONMENT AND ENERGY INDUSTRY IN CHINA
Macroeconomic Environment in China
GDP in China

The GDP in China grew from approximately RMBS52,399.5 billion in 2011 to
RMB74,595.0 billion in 2016, representing a CAGR of approximately 7.3%. According to

IMF’s economic forecast, China’s GDP growth rate from 2017 to 2020 is expected to be 6.0%.

GDP and GDP growth rate in China from 2011 to 2020

(RMB billion)
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2011-2016 2017-2020

GDP in China 7.3% 6.0%

Notes: GDP and GDP growth rate are in constant prices, local currency

Sources: International Monetary Fund (IMF); Ipsos Research and Analysis
GDP in Tianjin

The GDP in Tianjin maintained a fast growth from RMB1,289.4 billion in 2012 to
RMB1,788.5 billion in 2016, at a CAGR of approximately 8.5%, driven by the booming
tertiary industry. However, the GDP growth rate slowed down from approximately 12.3% in
2012 to 8.1% in 2016 due to a slowdown in the manufacturing sector as factories moved up
north for lower labor costs.

The secondary industry, which includes the manufacturing sector in Tianjin, saw its GDP
grow at a CAGR of approximately 4.7% from 2012 to 2016, which was considerably slower
than overall GDP growth in Tianjin. Considering that the Group’s customers mainly belong to
the secondary industry in Tianjin, some of the Group’s customers may experience a decrease
or suspension of operations owing to the slower GDP growth of the secondary industry sector
in Tianjin and the PRC generally.

Despite the slowdown in certain sectors, Tianjin’s GDP growth is still expected to
continue to grow at a CAGR of approximately 8.5% from RMB1,940.5 billion in 2017 to
RMB2,478.6 billion in 2020, according to the Tianjin government.

Looking ahead from 2017 to 2020, the economic slowdown in China as a whole is
expected to present a challenge for Tianjin’s development. Tianjin, as one of the leading
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financial hubs in China, had experienced tremendous growth due to prosperous exports and
fixed asset investment before 2011. From 2017 to 2020, Tianjin GDP growth is expected to be
slightly lower than it was from 2011 to 2016, partially due to the weakening purchasing power
and more cautious investment spending in the financial industry. However, Tianjin Binhai New
District is expected to continue to be a focus of development with the support from the
government.

GDP and GDP growth rate in Tianjin from 2011 to 2020

(RMB billion)
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mmm GDP —®- GDP Growth Rate
GDPin Tianjin 9.6% 8.5%

Notes: GDP and GDP growth rate are in constant prices, local currency

Source: Ipsos Research and Analysis

Power generation by sources of energy in China in 2016

In 2016, thermal power plants constituted the largest share in the power generation mix
in China, accounting for approximately 71.6% of the total national power generation.
Hydropower takes the second highest share, accounting for approximately 19.7% of the total

power generation.

Of the thermal power generation fleet in China, combined heat and power generation is
an important sub-segment. In 2014, combined heat and power (“CHP”) generation capacity in
China reached approximately 280.1 GW, accounting for approximately 30.3% of the total
installed capacity of all thermal power plants. According to the 13th Five-year Plan for Power
Sector Development, the total CHP capacity is expected to reach 300.0 GW in 2020.

Considering the higher overall thermal efficiency of CHP facilities compared to
conventional power generation facilities and the rising public demand for cleaner power and
heat generating sources to mitigate the serious air pollution in Northern China during the
heating supply season, there is ample room for further deployment of CHP facilities. In
addition, with the recent joint release of the Administrative Measures for Cogeneration by the
NDRC, the NEA, the MOF, the MOHURD and the MEP in March 2016, which reaffirmed the
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importance of CHP facilities in concentrated heating and electric supply, more new CHP
facilities are expected to be established in the near future and further plans to renovate existing

power plants to cogeneration plants in Northern China will proceed further as well.

Power Generation in China by Sources of Energy in 2016

Power

Sources of . Share in total
Encray Generation (%)
(GWh)
Thermal 4,288,600.0 71.6%
Nuclear Coal 3,905,800.0 65.2%
Thermal 3.6% Other 382,800.0 6.4%
71.6%
Hydro 1,180,700.0 19.7%
Other Nuclear 213,200.0 3.6%
8.7% Wind
4.0% Wind 241,000.0 4.0%
Solar Solar 66,200.0 11%
1.1%
Total 5,989,700.0 100.0%

Sources: National Bureau of Statistics; China Energy Conservation Association; China Electricity Council;
Ipsos Research and Analysis

In 2016, the total thermal power generation in China reached 4,288,600.0 GWh.
Coal-fired power generation contributed approximately 71.6% of the total power generation.
Other thermal power sources accounted for approximately 6.4% of the total power generation,
including (i) natural gas; (ii) fuel; (iii) waste heat, waste gas, waste pressure power generation;
(iv) crop stalk, bagasse and forestry residue based power generation; and (v) waste incineration
power generation.

Power generation by sources of energy in Tianjin in 2016

In 2015, thermal power plants constituted the dominant share in the power generation mix
in Tianjin. Of the 64,296.0 GWh total electricity generation in Tianjin in 2015, thermal power
plants (including CHP) accounted for approximately 98.9% of the total generation with
approximately 63,588.0 GWh electricity generated. In 2016, thermal power plants generated
approximately 61,030.0 GWh, which accounted for approximately 99.1% of total electricity
generation in Tianjin. Total electricity generation in Tianjin reached approximately 61,610.0
GWh in 2016.
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CHP plants played an important role in thermal power generation in Tianjin. In 2016,
CHP generation in Tianjin reached approximately 25,536.2 GWh, which accounted for
approximately 73.8% of the total thermal power generation.

Power Generation in Tianjin by Sources of Energy in 2015

Sources of Powe.r Share in total
Generation
Hydro Energy (GWh) (%)
0.0%

Thermal 63,588.0 98.9%

Th ! Nuclear Hydro 14.6 0.0%
ermal 1.0%
98.9% Nuclear 629.7 1.0%
; 9
Wind Wind 62.9 0.1%
0.1% Solar 0.9 0.0%
Solar
0.0% Total 64,296.0 100.0%

Sources: Tianjin Bureau of Statistics; Tianjin Development and Reform Commission; Ipsos Research and
Analysis

Joint Ventures in Coal and Electricity Generation Industries

Joint ventures in coal and electricity generation industries are encouraged by the PRC
government as one of the solutions for excess capacity in coal industry caused by competition
among coal mining and electricity generation companies and the economic slowdown.
According to the Guidelines on Joint Ventures between Coal and Electric Power Companies
( BRI B 25 & ) ), the joint ventures are encouraged to (i) reduce capacity
of coal mining and enhance coal consumption efficiency; (ii) reduce management risk by
securing stable supply and demand within the vertical supply chain and supporting each other
during non-peak seasons; and (iii) reduce coal transportation resources by converting coal into
power in joint venture companies in the same region. By delivering electricity through power
grids across regions instead of transporting coal to different power plants, both transportation
cost and emission level can be reduced.

OVERVIEW OF POWER GENERATION AND SUPPLY IN CHINA AND TIANJIN
MUNICIPALITY

Power Generation and Supply in China

The growth of power generation industry in China has been strong due to rapid economic
growth in China in recent years. The total national installed capacity in China increased from
1,062.5 GW in 2011 to 1,645.8 GW in 2016, at a CAGR of 9.2%, and the national electricity
generation increased from 4,730.6 TWh to 5,989.7 TWh, at a CAGR of 4.8%. The total demand
of electricity increased from 4,702.2 TW in 2011 to 5,919.8 TW in 2016, at a CAGR of 4.7%.

Coal-fired electricity generation remained the key source of energy generation in China.
From 2011 to 2016, total installed capacity of coal-fired electricity generation grew from 768.3
GW to 1,053.9 GW. However, the share of coal-fired installed capacity in the total national
installed capacity dropped from 72.3% in 2011 to 64.0% in 2016, which reflected the
government’s efforts to replace coal-fired electricity generation by other clean and renewable
energies.
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Power Generation and Supply in Tianjin

The total electricity consumption in Tianjin increased from 69.5 TWh GW in 2011 to 80.8
TWh in 2016, at a CAGR of 3.1%.

Thermal power is the key energy generation method in Tianjin which contributed to the
increases in total installed capacity between 2011 and 2016. From 2011 to 2016, thermal power
generation produced approximately 60.5 TWh of electricity, which was equivalent to
approximately 98.1% of the total electricity generation of approximately 61.6 TWh.

Total Power Generation in Tianjin from 2007 to 2016
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Future trends of the power generation and supply industry in China

Given the national policy goals of energy conservation, low carbon development and
further improvement of overall efficiency of power generation plants in China, it is expected
that clean power sources will take greater share in the power generation mix in China.

While the share of renewable energy in China’s power generation mix will greatly
expand, the cornerstone of the power generation sectors in China is still and will be dominated
by the coal-fired power plants. The CHP plants, due to high thermal efficiency and
environmental friendliness in providing both electricity and heating, will continue to grow in
providing cleaner source of electricity and heating compared to conventional boilers.

Development of Cogeneration in China and Tianjin

Cogeneration, also called the Combined Heat and Power Production (CHP) generation, is
an energy production method which is capable of achieving advanced energy efficiency,
reducing impact of emissions and helping meeting increasing heat energy demand in China.
CHP generates electricity and useful heat energy from a combustion of fuel.
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The Administrative Measures for Cogeneration ( (FAERESMHFL) ) jointly
announced by the NDRC, the NEA, the MOF, the MOHURD and the MEP has emphasized the
importance of CHP development. Targets have been set by the NDRC to achieve 60% heat
energy supplied by CHP energy source among middle- to large- cities in Northern China and
a CHP energy supply coverage among all cities with population of above 200,000 in Northern
China. For heating generation, especially in the Northern China, CHP generation is expected
to gradually replace coal-fired boiler. Turbines that can only generate electricity will be

redesigned for CHP generation to improve efficiency.
Development of Backpressure Turbines

Compared to extraction condensing steam turbines, backpressure turbines have improved
efficiency and are environmentally friendly. Backpressure turbines reduce approximately
70g/kWh or more of coal consumption and enhance heat productivity of by approximately
20.0% to 35.0%.

Backpressure turbines reduce approximately 30.0% of emission of pollutants than
extraction condensing steam turbines, and approximately 80.0% of emission of pollutants than
traditional heating boilers.

Development of the cogeneration industry in Tianjin

Cogeneration is vital in the power sector in Tianjin as an efficient and conservative
heating and electricity generation method. Several targets have been set for cogeneration
development:

(i) heating supply from CHP is expected to reach approximately 65% in Tianjin
Municipality by 2020;

(ii) the installed capacity of cogeneration power plants is expected to reach
approximately 22 GW by 2020; and

(iii) increase adaption of gas-fired plants and coal-fired backpressure turbines for
cogeneration in order to reduce coal consumption and enhance efficiency.

COMPETITIVE LANDSCAPE OF COGENERATION POWER PLANTS IN TIANJIN
MUNICIPALITY

As of December 31, 2016, there were approximately 15 power operators in Tianjin
engaged in cogeneration. We are the only company in Tianjin Port Free Trade Zone (Seaport)
engaged in cogeneration of steam together with electricity, heating and cooling.

We were authorized to operate electricity generation business for Tianjin Port Free Trade
Zone (Seaport) in 1992, after State Grid Tianjin Electric Power Company decided not to
operate electricity dispatching business in Tianjin Port Free Trade Zone (Seaport).

— 82 —



INDUSTRY OVERVIEW

Moreover, pursuant to the Standards for Primary Dispatching Reform Pilot Project ( [
R A [ e 44 o e R SE S i U A AT) ) in 2016, only one company will be allowed to
operate electricity dispatch in one specific area, as determined by the government. For
example, we are the sole electricity dispatch company in Tianjin Port Free Trade Zone
(Seaport).

OVERVIEW OF ELECTRICITY DISPATCH INDUSTRY IN CHINA AND TIANJIN
MUNICIPALITY

Electricity transmission and dispatch in China is dominated by two state-owned
enterprises, State Grid and China Southern Power Grid Company.

The State Grid Tianjin Electric Power Company is responsible for power transmission,
dispatching and construction in Tianjin. Tianjin Electric Power Corporation operates as a
state-owned enterprise under State Grid.

The total capacity of transformers with installed capacity of 35 kV or above in China
increased from approximately 4,084.0 GVA in 2011 to approximately 5,818.4 GVA in 2016,
with a CAGR of 7.3%. In Tianjin, total capacity of transformers with installed capacity of 35
kV or above increased from approximately 71.4 GVA in 2011 to approximately 89.1 GVA in
2016, with a CAGR of 4.5%.

The increase in the total capacity of transformers in China and Tianjin was mainly due to
the development of power dispatching during the 12th Five-Year Plan period. The development
of power grids and the long-distance electricity transmission, such as West-East electricity

transmission, has resulted in increasing demand of transformer capacity.

35 kV or Above Transformer Capacity in China and Tianjin from 2011 to 2016

(Giga Volts times amps)

6,000.0 5
5,000.0 4
4,000.0 4
3,000.0 4
2,000.0 4
1,000.0 4
| 71.4 87.3 89.1
2011 2012 2013 2014 2015 2016E
M China  Tianjin
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Notes: GVA = Giga Volts times amps/VA = Watts (VA is the specific unit name used in the China Electricity
Yearbook)

E = 2016 numbers are estimated figures

Sources: China Electricity Yearbook 2015; China Electricity Council; Ipsos Research and Analysis
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COMPETITIVE LANDSCAPE OF ELECTRICITY DISPATCHING IN TIANJIN
MUNICIPALITY

Overview of Electricity Dispatching in Tianjin

State Grid Tianjin Electricity Power Company, Tianjin TEDA Electric Power Company
and us are the three major players in the industry as of December 31, 2016. We are the only
company in Tianjin Port Free Trade Zone (Seaport) engaged in electricity dispatch and sale.

Key electricity dispatch companies in Tianjin

Apart from State Grid Tianjin Electric Power Company, which is the regional subsidiary
company of State Grid in Tianjin Municipality, Tianjin TEDA Electric Power Company and us
are the only two companies in the Tianjin electricity dispatch industry. We operate and
distribute electricity for industrial and commercial uses in the Tianjin Port Free Trade Zone
(Seaport).

State Grid Tianjin Electric Power Company has its own electricity dispatching grid
network covering Tianjin Municipality, providing electricity for residential, industrial and
commercial uses. Before the transmission and dispatch reform, the majority of power plants
sold their electricity generated to State Grid Tianjin Electric Power Company.

Key factors of competition
Proactively reach potential end-customers

It is essential for electricity producers to develop their business strategies and proactively
reach potential end-users in the market, since neither private companies nor state-owned grid
companies in China have experience in marketing electricity.
Importance of developing smart grid technology

Smart grid technology improves the reliability of the electricity dispatching system and
facilitates peak shaving when demand peak occurs. By upgrading the transmission grids and
developing smart grid technology, power generation companies will have a competitive
advantage in the market.
MARKET DRIVERS AND ENTRY BARRIERS
Market Drivers
Continuous economic development and urbanization

From 2011 to 2016, the total electricity consumption in Tianjin increased from 69.5 TWh
to 80.8 TWh, as a result of the development of special economic zones and urbanization.

Growing electricity consumption is expected as urbanization development continues and is
supported by the Tianjin government.
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Government policies to reform the power generation standards and existing structure

The PRC government plays an important role in driving the electricity generation
industry. Recent policies are focused on the reform of electricity generation reliability,
reinforcement of energy saving and environmental protection standards, such as lowering
carbon dioxide emission level progressively. In terms of the energy source structure, it is
expected that coal efficiency will be improved and conventional coal-fired power generation
will be replaced gradually by green fuel sources. To implement such changes, the PRC
government has restricted all construction applications for coal-fired power plants in Tianjin,
except for CHP plants. These changes implemented by the PRC government are expected to
drive the electricity generation industry in Tianjin to be more sustainable and environment-
friendly. Meanwhile, according to the Administrative Measures for Cogeneration ( (A =
L) ), the PRC government is promoting cogeneration in order to maximize the
utilization of coal as fuel for producing both heat and power. Cogeneration, especially using
backpressure turbines, has been encouraged by the PRC government as more environmentally
friendly compared with conventional coal-fired power generation. Therefore, we expect an
increasing number of power generation companies will utilize cogeneration technology, while
the number of conventional coal-fired power plants without cogeneration technology is
expected to decrease. As we are the sole power operator in Tianjin Port Free Trade Zone
(Seaport) and our backpressure cogeneration units have enabled us to enhance our thermal
efficiency and reduce our fuel cost, which is more environmentally friendly compared with
conventional power generation plants, we do not expect such increasing trend will materially
and adversely affect our competitive position. In 2015, 2016 and 2017, our average level of
emission of SO,, NO, and smoke was 11.49/39.14/8.42 mg/m>, 12.83/35.67/6.07 mg/m*> and
8.91/31.69/3.93 mg/m?, respectively, which was much lower than the standards of ultra-low
emission of SO,, NO, and smoke of 35/50/10 mg/m> to be achieved by 2020 as set by the PRC
government. In addition, we have achieved a thermal efficiency of approximately 84.0% in
2017, which is higher than the PRC industry average of 45.1% and we had an average coal
consumption rate of approximately 203.6 g/kWh in 2017, which is much lower than the PRC
industry average of 309.0 g/kWh.

Development of smart electric grid

Smart electric grid is an automated inter-connected dispatching network for delivering
electricity from suppliers to distributors and end-users. This technological advancement aims
to facilitate information flow among all stages in the dispatching process for data analysis and
troubleshooting purposes. Following the policies of the central government, Tianjin has also
begun developing smart electric grid around the city to improve power dispatching flow and
efficiency level in Tianjin, which will benefit the electricity generation and dispatching
industry as a whole. In particular, for electricity dispatch and sale companies, the development
of smart electric grid would improve the efficiency of electricity dispatching, lower the risks

of electricity interruption, explosion of switch panels and fires due to overloading.
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Market Entry Barriers
Technology and capital-intensive nature of the industry

The technology and capital-intensive nature of the industry is considered a barrier to new
entrants competing in the electricity generation and dispatching industry in Tianjin.
Considering the significant amount of investment required to establish reliable facilities,
maintenance and upgrading works, such as technological advancement works and compliance
with legal requirements of the local government, new entrants need to access their financial

capability and competitiveness in the market to be able to sustain growth in long run.
Competition structure

In 2016, the power generation industry was dominated by the top three players in the
industry which together accounted for approximately 51.4% of the market share in terms of

revenue.

Similar competition structure exists in the electricity dispatching industry in Tianjin as it
is dominated by State Grid Tianjin Electricity Power Company. Even with Tianjin
government’s recent reform to allow private companies to compete in the dispatching market,
the dominance of State Grid Tianjin Electricity Power Company in the market would pose a

great challenge for new entrants who are not familiar with the market condition.
Rising environmental standards for industry players

Rapid changes have been observed in the electricity generation industry in recent years.
For instance, the fuel source structure in Tianjin is transitioning as coal is expected to gradually
reduce its importance in electricity generation. Tianjin government has also continued to
leverage the environmental standards and prohibit construction of new coal-fired power plants
except for the CHP power plants. Rapid changes in the industry will pose challenges for new

entrants, coal-fired power plants in specific, to adapt to and compete with existing competitors.
HISTORICAL PRICE TREND OF ELECTRICITY, STEAM, HEATING AND COOLING
On-grid Tariff

The average on-grid tariff for CHP power generation plants in Tianjin increased from
RMBO0.426 in 2011 to RMBO0.458 in 2016, at a CAGR of 1.5%, as a result of increasing
generation costs led by rising coal prices during the same period. The fluctuation of average
on-grid tariff was mainly due to decrease in production cost in 2012; also there were a number
of CHP power generation companies shifted from coal-fired to natural gas-fired electricity
production method with the concern of emission level, such as Tianjin Chentang Thermal
Power Co. Ltd (K IEZTE A BR/AF]), which boosted the average on-grid tariff in 2015.
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Average On-grid Tariff for CHP Power Generation in Tianjin from 2011 to 2016

(RMB dollar per kWh)
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Average on-grid tariff for CHP power generation in Tianjin 1.5%

Sources: NDRC; Tianjin Development and Reform Commission; Ipsos Research and Analysis

Steam Price

The steam pricing structure is determined by the Tianjin government. Steam prices
(inclusive of VAT) increased from RMB170.0 per ton in 2011 to RMB204.0 per ton in 2012 and
remained at RMB204.0 per ton from 2012 to 2016.

Steam Fee in Tianjin from 2011 to 2016

RMB/Ton
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170
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M Steam Fee
Steam Price in Tianjin 3.7%

Sources: Free Trade Zone Administrative Committee; Ipsos Research and Analysis

Heating Price

Heating price is calculated based on building area and is relatively stable in Tianjin.
Heating price for residential use in Tianjin remained unchanged at RMB25.0 per m*. Heating
price for non-residential use in Tianjin increased from RMB36.0 per m* to RMB40.0 per m>
at a CAGR of 2.1% from 2011 to 2016, with one adjustment made in 2013. Heating price for

non-residential use in Tianjin Port Free Trade Zone remained unchanged at RMB9.35 per m”.

Alternatively, heating price can be paid based on both building area and heating
consumption amount in Tianjin. The heating price using such structure for non-residential use

in Tianjin Port Free Trade Zone remained unchanged from 2011 to 2016. While the base price
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for residential use decreased from RMB12.5 per m* in 2011 to RMB7.5 per m? in 2016.
Consumption amount fee for residential use increased from RMBO0.1136 per kWh in 2011 to
RMBO.13 per kWh in 2016 at a CAGR of 2.7%.

Heating Fee Base on Building Area in Tianjin from 2011 to 2016
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Sources: Tianjin Development and Reform Commission; Free Trade Zone Administrative Committee; Ipsos
Research and Analysis

Cooling Price

Pricing structure for cooling is determined by the Tianjin government. The price of
cooling as measured by supply area was set at RMB14.5 per square meter per month. The
pricing structure remained unchanged since 1993.
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In addition, there is also an alternative cooling price calculated for contract-based project.
For example, the Tianjin Cultural Centre is a contract-based energy station project and it pays
a cooling price of RMB65.0 per m” in 2016.

Steam-Coal Price

Qinhuangdao Port Steam-Coal 5500 KCAL has declined from RMB819.0 per ton in 2011
to RMB460.6 per ton in 2016 at a CAGR of -10.9%. This is a representative price disclosed
to public by Qinhuangdao Haiyun Coal Transaction Market Limited Company in order to
reflect key steam-coal price trend to the steam coal market, also to enhance transparency.

Both demand and supply of coal decreased in China as new national energy policy aimed
towards reducing emission of pollutants by shifting to developing renewable energy and
enhancing power generation efficiency, while demand declined faster than supply in 2011 and
2015, which resulted in continuous drop in coal price. Declining profitability of coal
production has forced the steam-coal price to decrease. Furthermore, NDRC has set new target
of phasing out surplus capacity in coal industry by 0.8 billion ton per year during the 13th Five
Year Plan (2016-2020), which indicated that coal consumption volume is likely to continue
becoming lower in China.

However, the coal price recorded a significant growth in the second half of 2016, resulted
in a rebound from RMB380.8 in the first quarter of 2016 to RMB596.7 in the fourth quarter
of 2016. The key driver for the raising coal price in China referred to de-capacity in coal
industry. De-capacity in China has directly influenced coal production in China and led to
shortage in coal and increasing demand in imported coal from other countries such as Australia,
which eventually resulted in an increase in coal price in China.

Qinhuangdao Port Steam-Coal Quarter Price from 2011 to Q2 2017
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Coal prices are expected to show a stable or decreasing trend in China between 2017 and
2021, based on (i) the Commodities Price Forecast conducted by the World Bank in April 2017,
which reports that the price of Australian coal is expected to decrease progressively from
approximately US$70.0 per metric ton in 2017 to approximately US$55.9 per metric ton in
2021 at a CAGR of approximately -5.5%; and (ii) the policy issued by the NDRC in 2017
which sets upper and lower limits on coal inventories for coal-fired power plants in China. The
key purpose of the policy is to control fluctuations in coal prices in China by maintaining a
sufficient level of coal inventories for power plants and coal production and trading
enterprises, especially during peak periods in summer and winter which there is a high

consumption of coal.

ELECTRICITY REFORM UNDER THE NEW POLICY

Source of Information and Methodology and Assumptions

We have commissioned Frost & Sullivan to analyze and report on the current status of and
forecasts for electricity reform under the New Policy and its impact on the industry. We have
agreed to pay Frost & Sullivan a fee of RMB380,000 for the preparation and use of its report
(the “Frost & Sullivan Report”). Unless otherwise indicated, market estimates or forecasts in

this section represent Frost & Sullivan’s views on the following discussion.

In preparing the report, Frost & Sullivan has relied on the statistics and information
obtained through primary and secondary research. Primary research includes interviewing
industry participants and recognized third-party industry associations. Secondary research
includes reviewing corporate annual reports, databases of relevant official authorities,
independent research reports and publications, as well as the exclusive database established by
Frost & Sullivan over the past decades. The forecasts were made by Frost & Sullivan based on
the following assumptions: (i) the social, economic and political conditions in the PRC will
remain stable during the forecast period, and (ii) central and regional government policies on
electricity system reform in the PRC will be consistent during the forecast period.

Historical Background and Goals of Electricity System Reform

China has implemented several rounds of electricity system reforms since the
liberalization of its economy began in the early 1980s. Each round of reforms aimed to match
the development of the electricity industry with the growth in electricity demand. Since the
electricity system reform in 2002, the electricity industry in China has substantially addressed
a series of problems, such as supplier monopolies, inefficiencies of central planning,
administrative interference in corporate management and blurred boundaries between
electricity generation plants and grid companies. However, several urgent issues still exist in
the current China’s electricity industry. A market-based transaction scheme has not been
established and utilization of resources is inefficient. A market-oriented pricing mechanism is
still absent. The “New Policy” reforms to the electricity system seek to encourage clean,
efficient, secure and sustainable development and to comprehensively implement the national
energy strategy. The goal is to accelerate the development of a competitive market structure,
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form a market-oriented pricing mechanism, change the manner of government supervision of
the energy industry, establish and improve a legal system in the field of energy, and create a
favorable environment for building a modern energy system and ensuring energy security for
China. The government aims to consider the needs of all stakeholders and follow the objective
laws of the electricity industry, ensuring complete reform while maintaining social stability.

Central Government Policies for the New Policy

In March 2015, Several Opinions on Further Deepening the Reform of the Electric Power
System (Zhong Fa [2015] Policy No. 9) was issued, marking the start of a new round of reform
to electricity system in China. The New Policy will be gradual and carried out in stages. The
emphasis and approach of the new round of reform are as follows:

. Orderly liberalize the competitive tariff of sectors other than electricity transmission
and distribution, orderly open the electricity dispatch and sale market to the private
sector, and orderly approve the electricity generation and consumption plans related
to public welfare and market regulation;

. Promoting the relatively independent and normative operation of transactional
institutions;

. Deepening the research on the construction of regional power grids and a
transmission and distribution system suitable for China;

. Reinforcing government supervision and electricity system planning, and increasing
the security and efficiency of electricity system operations and the reliability of

electricity supply.

Thereafter, a number of supplementary policies to promote the implementation of Several
Opinions on Further Deepening the Reform of the Electric Power System were issued. Their
purpose was to open the electricity sales market to private capital and encourage diversification
of competitors in this market. As a result, it is expected that more electricity consumers will
have alternatives and the quality of electricity sales services and users’ experience will be

improved.

Regional Government Policies for the New Policy

In September 2017, the Tianjin Government issued Tianjin Electric Power System Reform
Comprehensive Pilot Program, thereby initiating a new round of reforms for the Tianjin
electricity system. This program requires that Tianjin deepen the reform of its electricity
system with the goal of establishing and improving a market-oriented electricity industry. The
reform will establish a rational pricing mechanism, reduce electricity costs and lift controls on
competitive markets. Additionally, the program requires Tianjin to orderly open the market of
electricity generation and consumption and establish a relatively independent electricity
trading organization. The program also calls for the establishment of an electricity trading
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market by standardizing market trading rules, which will encourage the direct trading of
electricity and refining the ancillary services mechanism, thereby accomplishing the gradual
opening of the electricity sales market. Since the issue of Several Opinions on Further
Deepening the Reform of the Electric Power System, many provincial governments have issued
reform plans suitable for the economic condition and electricity industry development situation
in their respective provinces.

Guangdong is the leading province for the New Policy in China. In 2006, Guangdong
became one of the first pilot provinces for the direct purchase of electricity by large electricity
consumers. In 2015, Guangdong became one of the first provinces allowed by central
government to develop pilot programs on electricity sales reform. In 2016, Guangdong became
the first province in China to allow Electricity Sales Companies to participate in electricity
transactions. As an increasing number of provinces have issued electricity system reform
policies and have promoted electricity sales reforms, it is expected that the procedures to ratify
Electricity Sales Companies and for their participation in market transactions will become
increasingly standardized.

Table 3 Comparison of Reform Process of Electricity System in Major Provinces
Where Electricity Trading Started

Direct Power

Participation of

Process of Purchase by Provincial Policy ~Establishment Ratifying of Electricity Sales
Electricity Large Power for Electricity of Electricity Electricity Sales  Companies in
System Reform  Consumer System Reform  Exchange Center Companies Transactions

Guangdong Started as the Issued Opinions  Established Ratified 13 pilot  Electricity Sales
pilot province on Further Guangdong companies and Companies
in 2006 Deepening the Electricity most of the started to
Expanded pilot Reform of the Exchange companies were  participate in
works in 2013 Electricity Center in established centralized
Deepened pilot System in November 2014 during July price bidding in
works in 2015 December 2015  Established 2015 to January ~ March 2016,
Guangdong 2016 became the first
Electricity province in
Exchange China allowing
Center in Electricity Sales
corporation Companies to
form in June participate in
2016 competitive
Established transactions of
Guangdong electricity
Electricity
Exchange

Center in form
of joint-stock
company in
March 2017
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Direct Power

Participation of

Process of Purchase by Provincial Policy Establishment Ratifying of Electricity Sales
Electricity Large Power for Electricity of Electricity Electricity Sales  Companies in
System Reform  Consumer System Reform  Exchange Center Companies Transactions
Chongqing Pilot transmission Issued Pilot Established Announced the Allowed
and distribution ~ Program for Chongging first list of Electricity Sales
power prices Implementing Electricity Electricity Sales ~ Companies to
between direct Reform in Exchange Companies in participate in
power Electricity Sales  Center in October 2016 power
purchasers and Market in September 2016 transactions in
power Chongqing in August 2016
generation February 2016
plants were
ratified in 2010
Shanxi Transmission and  Issued Pilot Established Announced the Electricity Sales
distribution Program for Shanxi first list of Companies
power prices of  Implementing Electricity Electricity Sales  started to
direct power Electricity Exchange Companies in participate in
purchase were System Reform  Center in January 2017 monthly
ratified in 2013 in Shanxi September 2016 transaction in
Province in March 2017
March 2016
Yunnan Pilot transmission  Issued Pilot Established The first Electricity Sales
and distribution ~ Program for Kunming Electricity Sales ~ Companies
power prices Deepening Electricity Companies participated in
between direct Electricity Exchange were allowed to  transaction in
power System Reform  Center in enter the market ~ February 2017
purchasers and in Yunnan August 2016 in January 2017
power Province in
generation April 2016
plants were
ratified in 2014
Guangxi Started direct Issued Pilot Established Announce d the  Electricity Sales
power purchase  Program for Guangxi first list of Companies
by large power Implementing Electricity Electricity Sales  started to
consumer in Electricity Exchange Companies in participate in
2015 System Reform  Center in June December 2016 centralized
in Guangxi 2016 price bidding in
Province in February 2017
May 2016
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Direct Power Participation of

Process of Purchase by Provincial Policy Establishment Ratifying of Electricity Sales
Electricity Large Power for Electricity of Electricity Electricity Sales  Companies in
System Reform  Consumer System Reform  Exchange Center Companies Transactions
Tianjin Announced the [ssued Established the Not started yet Not started yet

first batch of Comprehensive Tianjin

electricity Pilot Scheme of  Electricity

consumers to Power System Exchange

participate in Reform in Center in April

direct purchase Tianjin in 2016

of electricity in ~ September 2017

2016

Under the relatively sound regulatory policies and the active participation of Electricity
Sales Companies, the direct transaction volume of electricity in Guangdong in 2016 was 43.0
billion kWh, accounting for 7.7% of the total electricity consumption of Guangdong Province,
as well as accounting for 11.9% of the total amount of industrial-use electricity. In August
2017, Guangdong Electricity Exchange Centre stated to target to an annual electricity trading
volume of 100.0 billion kWh in Guangdong in 2017, accounting for 17.8% of the total
electricity consumption in Guangdong in 2016.

Tianjin announced the first group of electricity consumers that will participate in the
direct purchase of electricity in 2016 and established the Tianjin Electricity Exchange Center
in April 2016. Tianjin has issued Tianjin Electric Power System Reform Comprehensive Pilot
Program, requiring that detailed rules for entry and exit of Electricity Sales Companies in
Tianjin be published according to the Administrative Measures for Access and Withdrawal of
Electricity Sales Companies issued by the central government. Tianjin will further promote the
establishment of Electricity Sales Companies and encourage these companies to take part in
transactions in the electricity market. In other provinces where electricity trading has taken
place, the time interval between the issuance of a provincial reform plan and the actual
engagement of Electricity Sales Companies in the market ranges from 4 to 12 months, so it is
expected that the actual rollout of electricity trading by Electricity Sales Companies in Tianjin
will start between January and September of 2018.

Electricity Sales Company Overview

An “Electricity Sales Company” is a new form of entity in the electricity industry
introduced by the New Policy which provides electricity sales service or electricity dispatch
and sales service. In March 2015, Policy No. 9 kicked off this new round of electricity system
reform. Furthermore, since the announcement of Policy No. 9, the NDRC, NEA and other
departments have actively worked together and published a series of related policies to enforce
the implementation.

Under the current reform, the government has introduced a package of schemes to ensure
that the pricing of electricity shifts from an administrative instruction model to a market-based
model. Before the reform, China’s power transmission and distribution market was dominated
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by state-owned grid companies, including the State Grid in 26 provinces, municipalities and
autonomous regions, the China Southern Power Grid in five provinces, municipalities and
autonomous regions, and a few smaller regional grid companies.

The feed-in tariff for the price of power generation and electricity charged by grid
companies is determined by administrative instruction. After the current reform of the
electricity system, the feed-in tariff for electricity generation companies who engage in the
electricity trade and sales market will be decided though market-oriented approaches such as
direct negotiation with electricity consumers or Electricity Sales Companies and centralized
bidding. Meanwhile, grid companies will collect wheeling charges on electricity transmission
and distribution, subject to government approval. Therefore, by analogy, the grid would
function like a highway in this model, providing infrastructure for the liberalized electricity
market. The changes in the operational model of the electricity system will directly affect
end-users and optimize retail electricity prices.

Through electricity exchange centers, the New Policy allows end-users to directly
purchase from power generation enterprises or, more likely, through Electricity Sales
Companies that match supply and demand more efficiently and reduce unreasonable premiums
due to monopoly in the electricity grid market. According to the data published by the NDRC
on October 21 2017, the liberalization of the electricity trading market has decreased
enterprises’ expenditure on electricity by nearly RMB50.0 billion, with annual trading volume
of 800.0 billion kWh nationwide and an average price decline of RMB0.064 per kWh in 2016.

After the current reform, the role of participants in the electricity market will change.
Among related implementation polices in the New Policy, the Implementation Opinions on
Promoting Reform in Electricity Sales Market defined the role and position for each of the
main market participants (Electricity Generation Companies, Electricity Sales Companies and
Electricity Consumers) in the electricity market. It encouraged the investment in distribution
grids by mixed ownership, and opened investment opportunities for the incremental
distribution business to qualified market participants. Grid companies are no longer the single
seller for consumers or the single buyer for electricity generation companies, but a bridge
between electricity generation company and electricity consumer.

To participate in the electricity trading market, end-users have to possess relevant
professional knowledge and accurately estimate their electricity consumption. Deviation in the
actual electricity consumption from the contracted volume beyond outside certain level will
incur penalties. Therefore, it is not economically feasible for end-users who lack knowledge of
the electricity industry or who consume a small volume of electricity to directly participate in
the electricity trading market. In the electricity trading market in Guangdong in 2017, only 2.56
billion kWh was purchased directly by seven large electricity users without the engagement of
Electricity Sales Companies, accounting for 3.1% of the total trading volume in long-term
electricity purchase contracts (83 billion kWh).

The Electricity Sales Company under the New Policy connects the electricity end-user
and the producer, providing professional services, purchasing the electricity from the power
wholesale market and selling the electricity to the end-user in the electricity retail market. The
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Electricity Sales Company will partially fill the role of the current grid companies. For
distribution grid operators such as Tianbao Energy, establishing an Electricity Sale Corporation
subsidiary like Tianbao Electricity Sales Company is a natural extension of their current
electricity dispatch business via their own grid.

Figure 1 Operation Mechanism of Electricity System before the Reform
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Market Entry Analysis of Electricity Sales Companies

NDRC and NEA jointly released the Administrative Measures for Access and Withdrawal
of Electricity Sale Companies ( (B &EAFMEA SR HEFHE) ) and the Administrative
Measures for Orderly Lifting the Control of Dispatch Grids ( /A /¥ ik B ic B4 SE 15 2L
%) ) in October 2016, allowing grid companies to operate an electricity sales business through
an Electricity Sales Company. According to the regulations, there can be more than one
Electricity Sales Company in a single electricity supply area, while only one company can
operate the electricity dispatch business and guarantee the supply of electricity for the area.
Additionally, an Electricity Sales Company can provide services in multiple business areas.

According to the regulations, Electricity Sales Company can be categorized into three
groups: those affiliated to grid companies, those having operational rights for power
distribution networks invested by social capital, and those which are independent.

The regulations set out the market entry standards of Electricity Sales Companies in terms
of market admission standards, employee qualifications, technology requirements and capital
thresholds.

1. Market Admission Standards

The regulations establish relatively low standards for market admission for those
establishing Electricity Sales Companies, using a registration approach instead of an
administrative licensing approach. Companies are not required to obtain operational licenses,
and only need to register with the local Electricity Exchange Centers and energy management
bureaus in accordance with the procedures under the regulations.

According to the Administrative Measures for Access and Withdrawal of Electricity Sales
Companies ( (EBARMEA SR HEIHHL) ), Electricity Sales Companies must comply
with the flowing standards:

1. They must be a legal enterprise registered in accordance with the Company Law.

2.  They cannot have negative credit history, and must undertake to operate honestly.

3. They must comply with other related laws and regulations.

Electricity Sales Companies with operational rights for an electricity distribution network
must comply with the following regulations in addition to the standards above:

1. They must obtain the Electric Power Business Certification for Electricity Dispatch.

2. They must undertake to provide general electricity services and fulfil local power
supplying obligations.

3. They must possess a complete and effective structure and system of safe
productions.
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2.  Employee Qualifications

The regulations set out standards on work experience, certifications and number of
employees for Electricity Sales Companies. Additionally, Electricity Sales Companies having
the operational rights for electricity distribution networks are required to have extra staff for
technology, sales, finance and electricity dispatch, and experienced managers and supervisors
with advanced safety training.

According to the Administrative Measures for Access and Withdrawal of Electricity Sales
Companies, Electricity Sales Companies must comply with the flowing standards:

1. They shall have at least ten professional staff who possess expertise in the basic
technology and economics of power systems and skills in power management,
energy saving management and supply side management with at least three years of
work experience. They shall also have at least one professional management staff
with senior qualifications and three professional management staff with mid-level
qualifications.

2. They must have at least one senior and three mid-level management team members.

Electricity Sales Companies having the operational rights for power distribution networks
must comply with the following regulations in addition to the above standards:

1. They shall hire at least 20 additional professional technology, marketing and finance
staff that meet the requirements of the electricity dispatch business, of which at least
two shall be professional management staff with senior qualifications and five shall
be professional management staff with mid-level qualifications.

2. The directors for production, technology and safety must have at least five years of
experience related to electricity dispatch, with mid-level or above mid-level
Certificate for Professional Technique Occupations or a Station Incumbency
Certificate.

3.  They must organize safe production training and assign safety supervision staff as
required by law and regulations.

4. They must possess equipment and maintenance staffs that match the electricity
dispatch capability of the Electricity Sales Company. Electricity Sales Companies
that outsource electric installation to qualified contractors must take responsibility
for supervising the work process.

5. They shall have relevant facilities, equipment and staff appropriate to the electricity
dispatch business and which meet dispatch standards and requirements.

3. Technology Requirements

The technology requirements of Electricity Sales Companies focus on building IT
systems and service platforms. The regulations also require Electricity Sales Companies to
have fixed operation places that match with the electricity sales business of the Company.
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According to the Administrative Measures for Access and Withdrawal of Electricity Sales

Companies, Electricity Sales Companies must comply with the flowing standards:

1. They must have operating facilities and equipment that correspond with the
requirements of the electricity sales business. They shall also have fixed operating
premises appropriate for the size of the electricity sale business as well as
information systems and a customer service platforms that meets the requirements
of technical support systems in the electricity market in order to provide quotation,
filing, contract execution, customer service and other functions for market

transactions.

4.  Capital Requirement

The regulations specify the capital requirements for Electricity Sales Companies, which
must possess no less than RMB20.0 million in total assets. Besides registered capital injection,
no other substantive capital injection for the Electricity Sales Company is required.

According to the Administrative Measures for Access and Withdrawal of Electricity Sale

Companies, Electricity Sales Companies must comply with the following standards:

1.  They must possess a gross value of assets of no less than RMB20.0 million.

2. An Electricity Sales Company with a total value of assets between RMB20.0 million
and RMB100.0 million is allowed to sell electricity of between 600 million and 3
billion kWh.

3. An Electricity Sales Company with a total value of assets between RMB100.0
million and RMB200.0 million is allowed to sell electricity of between 3 billion and
6 billion kWh.

4. An Electricity Sales Company with a total value of assets over 200.0 million has no

limitation on its volume of electricity sales.

Electricity Sales Companies having the operational rights for power distribution networks
must comply with the following regulations in addition to the above standards: the registered

capital of the company must be no less than 20% of its total assets.
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LAWS AND REGULATIONS ON PRC POWER INDUSTRY

The Electric Power Law of the PRC ( (/1% NRILFNE % Jj#%) ) promulgated by the
Standing Committee of the NPC on December 28, 1995, which became effective on April 1,
1996 and was amended on August 27, 2009 and April 24, 2015 and effective on April 24, 2015,
is the basic law that regulates the development of the PRC electricity industry. The purposes
of the Electric Power Law are to protect the legitimate interests of investors, operators and
users in the electricity industry and to ensure the safety of electricity operations. The Electric
Power Law also states that the PRC government encourages the PRC and foreign companies
or individuals to invest in the electricity and power industry and set up power stations and
regulates these investments.

In addition, the Electric Power Regulatory Ordinance ( & JJE &%) ) promulgated
by the State Council on February 15, 2005, which became effective on May 1, 2005, aims to
enhance power regulation, set up rules for power regulation and optimize the system on power
regulation, including the issuance of Electric Power Business Permit, the regulatory
inspections of power producers and grid companies, and the legal liabilities from violations of
the regulatory requirements.

In order to further deepen the Reform of the Electric Power System, solve the outstanding
contradictions and deep-seated problems that restrict the scientific development of the electric
power industry, promote both quality and speed in developing the electric power industry and
drive the structural transformation and industrial upgrading, in March, 2015, the State Council
issued and executed the Several Opinions on Further Deepening the Reform of the Electric
Power System ( (EAE—LRALE HEHIBCERE TE) |, the “Opinions”). The major
tasks raised by the “Opinion for promoting the Reform of the Electric Power System” in the
near term mainly include: promoting the reform of power tariffs and straightening out the
formation mechanism of power tariffs; promoting the reform of power trading system and
refining the market-driven system of power trading; establishing a relatively independent
institution for power trading and forming a fair and normative market trading platform;
promoting the reform of the power generation and consumption plan and making the market
mechanism to play a more important role; promoting the reform of marketing electricity side
and opening the power trading business to the public; opening the equitable access of grid and
establishing a new mechanism in connection with the development of distributed generation;
and strengthening the power overall planning and scientific supervision and increasing the
reliable level of electrical safety.

IMPLEMENTATION OF REFORMS

In order to thoroughly implement the Several Opinions on Further Deepening the Reform
of the Electric Power System ( (BAAME— B TALE HEEHICER 4 TE ) the NDRC and
the NEA promulgated the Circular of the National Development and Reform Commission and
the National Energy Administration on Issuing Supporting Documents for Electric Power
System Reforms ( [HZEFRETZ: ~ B K Re R B A B E 78 7 #E il ol e & SCAF R ) )
on November 26, 2015.
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The General Office of the NDRC issued the Circular on Improving the Implementing
Methods for Base Power Price for Consumers Subject to the Two-tier Power Pricing System
( CBRA 52 & w el il T (B 1 P A BT 7 A@ A1) | the “Circular”) on June 30, 2016.
The Circular makes specific arrangements for relaxing restrictions on the alteration circle for
the charging mode of base power price and on the time limit for capacity reduction
(suspension). The Circular specifies that the base power price is calculated based on the
transformer capacity or the maximum demand at the option of consumers; the alteration circle
for the charging mode of base power price is adjusted from the current annual adjustment to
quarter adjustment, and a power consumer may, 15 working days in advance, apply to the
power grid enterprise for altering the charging mode of base power price for the next quarter.
The Circular also prescribes that a power consumer who opts to have the base power price
calculated and charged based on the maximum demand shall sign a contract with the power grid
enterprise which shall calculate and charge the base power price based on the maximum
demand specified in the contract. Where the actual maximum demand of a power consumer
exceeds 105% of the demand determined in the contract, the base power price for the excessive
part shall be doubled; while in case of not exceeding 105% of the demand determined in the
contract, the base power price shall be charged based on the said demand. Based on the
Circular, Tianjin Development and Reform Commission issued the Circular on Improving the
Implementing Methods for Base Power Price for Consumers Subject to the Two-tier Power

Pricing System ( CBA 58 3 W0 il % 18 P S A AT /7 XA ) on July 25, 2016.

On October 8, 2016, the NDRC and the NEA released the Administrative Measures for
Access and Withdrawal of Electricity Sale Companies ( &/ FIHEABLIR A L) | the
“Measures”) and the Administrative Measures for Orderly Lifting the Control of Dispatch
Grids ( (AJFHBARCEHZEHE HMHEL) ), both of which shall take effect as of the
promulgation date and remain effective for a period of three years. According to the Measures,
Electricity Sales Companies can adopt various methods to purchase electricity in the electricity
market, including purchasing electricity from power generation enterprises, purchasing
electricity by concentrated bidding and purchasing electricity from other Electricity Sales
Companies, and sell the electric quantity they have purchased to users or other Electricity Sales
Companies. The Measures specify the access conditions for Electricity Sales Companies such
that an Electricity Sales Company shall possess the gross value of assets of not less than
RMB20 million and have ten or more professional staff. Electricity Sales Companies having
the operational rights for power distribution networks shall also meet eight conditions, one of
which states “the registered capital of an Electricity Sales Company having the operation rights
for power distribution networks is not less than 20% of its total assets”. Also, the Measures
make stipulations on access procedures, rights and obligations, withdrawal methods and the
establishment of credit systems of Electricity Sales Companies.

On the basis of the Administrative Measures for Orderly Relaxing the Control over the
Power Distribution Network Business ( < J¥ B L FE 49 36755 & L HHE ) ), the NDRC and the
NEA promulgated the Circular of the National Development and Reform Commission and the
National Energy Administration on Standardizing the Pilot Reform of the Incremental
Distribution Business ( (BIR#EREZ - B K BEUR = B H 0 BH JE 1 5 i 5 360 o il )
f%E%1) ) on November 27, 2016, which identified 105 projects as the first batch of
incremental distribution business reform pilot project.
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CONSTRUCTION OF POWER STATIONS

According to the Law of the People’s Republic of China on Land Administration ( {*
#E N RALANE +# A #5) ) promulgated by the Standing Committee of the NPC on June 25,
1986, which was amended on December 29, 1988, August 29, 1998 and August 28, 2004,
respectively and became effective on August 28, 2004, and the Law of the People’s Republic
of China on Urban Real Estate Administration ( <3 A RILFNER T & ) )
promulgated on July 5, 1994, which was amended and became effective on August 27, 2009,
land use rights and real estate ownership shall be registered and identified by certificates.

According to the Measures for the Administration of Construction Permits for
Construction Projects ( (EESE TFEM LFFA] & BEHHFE) ) promulgated by the Ministry of
Housing and Urban-Rural Development of the People’s Republic of China on June 25, 2014,
which became effective on October 25, 2014, in order to conduct construction of various kinds
of buildings and the installation of accessory facilities in China, the owner of the project shall,
in accordance with these Measures, apply for a construction permit from the construction
administration department of the people’s government above county level (hereinafter the
“Permit Issuing Authority”) of the place in which the project is located before commencing
construction.

According to the Law on Urban and Rural Planning of the PRC ( 3 A R0 B ik 46
Hi#%) ) promulgated by the Standing Committee of the NPC on October 28, 2007, which
was amended on April 24, 2015 and became effective on April 24, 2015, an enterprise, which
needs to apply land within a planned urban area for construction purpose, shall obtain the
Planning Permit for Construction Land approved and issued by the competent administrative
urban planning authorities. Construction, expansion and renovation of buildings, structures,
roads, pipelines and other facilities within a planned urban area shall have the Planning Permit
for Construction Works approved and issued by the competent administrative urban planning
authorities.

According to the Regulations on the Administration of Quality of Construction Projects
( (R TREERE MR ) promulgated by the State Council on January 30, 2000, which
was amended and became effective on October 7, 2017, the owner of any construction project
may not commence the construction prior to its receipt of the construction permit. A
construction project may not be delivered for use until after it passes the acceptance test.

According to the Law of the People’s Republic of China on Bidding and Tendering (
#E N RALAHEAEIAE1E) ) promulgated by the Standing Committee of the NPC on August
30, 1999, which was amended and became effective on December 28, 2017, and the
Implementing Rules of the Law of the People’s Republic of China on Bidding and Tendering
( (N R B AL E HEMEB]) ) promulgated by the State Council on December 20,
2011, which was amended and became effective on March 1, 2017, with respect to any
construction project located in China that meets certain criteria, the survey, design,
construction, supervision of the project as well as the procurement of substantial equipment
and materials related to the project shall be put out to bid. No entity or individual may
circumvent the bidding requirements by splitting a project that must be put out to bid under law
into small pieces or otherwise.
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OBTAINING AN ELECTRIC POWER BUSINESS PERMIT

Pursuant to the Provision on the Administration of the Electric Power Business Permit
( CEIZEBF S HME) ) promulgated by the former State Electricity Regulatory
Commission of the PRC on October 13, 2005, which was amended on May 30, 2015, the
electric power business permit should be obtained before engaging in any electric power
business in the PRC. Unless otherwise provided by the former State Electricity Regulatory
Commission of the PRC, any company or individual in the PRC may not engage in any electric
power business (including power generation, transmission, distribution and sales) without
obtaining an electric power business permit from the former State Electricity Regulatory
Commission of the PRC. In addition to basic qualifications for applying for the electric power
business permit, the applicant for the electric power business permit for power generation
should satisfy the following conditions: the construction of power generation projects has been
approved by the relevant competent authorities; the generating facilities possess generation
operation abilities; and the generation projects comply with the relevant regulations and
requirements of environment protection. Since the former State Electricity Regulatory
Commission of the PRC has been incorporated into the National Energy Administration of the
PRC, the said function and power of issuance of electric power business permit shall be
exercised by the National Energy Administration of the PRC.

DISPATCH

According to the Regulations on the Administration of Electric Power Dispatch to Grids
( (FEATAEEHEH]) | the “Dispatch Regulations”) promulgated by the State Council on
June 29, 1993, which became effective on November 1, 1993 and was amended and effective
on January 8, 2011, all electric power producers and grid companies must comply with the
general dispatch of the dispatch institution. Dispatch institutions are responsible for the
administration and dispatch of power stations connected to the grid. According to the Dispatch
Regulations, dispatch institutions are established at five levels: the national dispatch
institution, the dispatch institutions of the interprovincial power grid, the dispatch institutions
of the provincial power grid, the dispatch institutions of the power grid of municipalities under
provinces and the dispatch institutions of the county power grid.

ON-GRID TARIFF ADMINISTRATION

The Electric Power Law sets out the general principles for the determination of power
tariffs, according to which, tariffs are to be formulated to provide reasonable compensation for
costs and reasonable profit to be ascertained, to share expenses fairly and to promote the
construction of further power projects. The on-grid power tariffs of power stations, the supply
power tariffs between the grid companies and the sales power tariffs of the grid companies are
based on a centralized policy, fixed in accordance with a unified principle and administered at
different levels. The on-grid tariffs are subject to review and approval by the NDRC and other
competent pricing bureaus.

The Power Tariff Reform Plan ( {EEMH /7 %) ) promulgated by the General Office of
the State Council and effective on July 9, 2003, stated that their long-term objective is to
establish a standardized and transparent tariff management system.
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On March 28, 2005, the NDRC issued the Provisional Measures for the Administration of
On-grid Tariffs ( (- BEEEHEE L) ), which provides regulatory guidance for the
Power Tariff Reform Plan. For power stations within the regional grids that have not
implemented competitive bidding tariff-setting mechanisms, on-grid tariffs will be set by
relevant pricing bureaus based on economic life cycle of power projects and in accordance with
the principles of reasonable compensation for costs, reasonable profit to be ascertained and tax
compliance. For power stations within the regional grids that have implemented competitive
bidding tariff-setting mechanisms, on-grid tariffs include two elements: (i) a capacity tariff
determined by the NDRC based on the average investment cost of the power producers
competing within the same regional grid and (ii) a competitive tariff determined through the
competitive bidding process.

The Circular Regulations on the Administration of Issues Related to the Electricity
Energy Transaction Prices ( CBfliA B & HE2C 7 S B BLAE A BB RN) ) issued by the
NDRC, the former State Electricity Regulatory Commission of the PRC and the NEA dated
October 11, 2009 provides that other than the interprovincial or cross-regional electricity
energy transactions, all on-grid power should be priced in accordance with the tariffs set by the
pricing bureaus of the government unless otherwise provided by the state.

In order to promote and enhance the supervision of direct trade between electric power
consumers and power generating enterprises, the NEA promulgated the Notice of the General
Department of the National Energy Administration of the PRC concerning Launching Direct
Trade between Electric Power Consumers and Power Generating Enterprises at the Current
Stage ( (B REI R &7 & wl bR & Al B e w6 0 5 BLEE s 3 B 150 5 A Bl SHIERYAERT) ) in
July 2013. The Notice provides that the relevant PRC governmental authorities shall not
impose administrative approvals on pilot programs for direct trade of electric power;
meanwhile, such Notice has improved the market access thresholds for direct trade of electric
power and accelerated the calculation of and approval for the tariff for transmission and
distribution of electric power.

In November 2015, the NDRC and the NEA promulgated the Suggestion on the
Implementation of Promoting the Tariff Reform of Power Transmission and Dispatch ( (B2
s AL TR MR R E B /L) | the “Suggestion”). The Suggestion provides the overall
goals for establishing a scientific, transparent and independent transmission and dispatch tariff
system and a transmission and dispatch price formation mechanism with clear rules, reasonable
price level and robust supervision. In accordance with the principle of “Permitted Costs and
Reasonable Profits”, the implementation of tariff reform will ratify the permitted gross income
of grid enterprises and the transmission and dispatch tariff of various voltage grades and
specify the government funds and cross subsidization.

ENVIRONMENTAL PROTECTION

According to the Environmental Protection Law of the PRC ( 7% A R AL A0 B BRI fR 5
%) ) promulgated by the Standing Committee of the NPC on December 26, 1989, as amended
on April 24, 2014 and to be implemented on January 1, 2015, all entities and individuals shall
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have the obligation to protect the environment and the right to report and charge the entities
and individuals that have caused pollution and damage to the environment. The amended
“Environmental Protection Law of the PRC” has strengthened the responsibilities of
enterprises to prevent environmental pollution, increased the punishment for enterprises
breaking environmental laws and established the environmental public interest litigation
system.

According to the Law of the PRC on Prevention and Control of Water Pollution ( {3
NERILFIE 7K 75 Y4B i67%) ) promulgated on May 11, 1984, amended on June 27, 2017 and
implemented on January 1, 2018, discharge of water pollutants shall be within national or local
standards for the discharge of water pollutants and indicators for the total discharge control of
major water pollutants. Any enterprise, institution or other producers that directly or indirectly
discharges industrial sewage, and any other types of sewage, the discharge of which is subject
to a pollutant discharge permit, must obtain the relevant pollutant discharge permit.

According to the Law of the PRC on the Prevention and Control of Environmental
Pollution by Solid Waste ( H1#E A R ILAN [ [ #8 BEY) 15 Y BR Y% D5 7675) ) promulgated on
October 30, 1995 and amended on December 29, 2004, June 29, 2013, April 24, 2015 and
November 7, 2016 respectively and implemented on that day by the Standing Committee of the
NPC, the entities and individuals that produce solid waste, shall take initiatives to prevent or
minimize the pollution to the environment by the solid waste. An entity that engages in
activities of collection, storage and disposal of hazardous waste shall apply and obtain business
license from the competent departments of environmental protection of the people’s
government at or above the county level.

According to the Law of the PRC on the Prevention and Control of Atmospheric Pollution
( (e N RILFNE R RIS YLhi61%) ) promulgated on April 29, 2000 by the Standing
Committee of the NPC, which was amended on August 29, 2015, the discharge of atmospheric
pollutants must not exceed the state and local discharging standards.

According to the Environmental Impact Assessment Law of the PRC ( {H % A\ [ ILAHNEH
IRIGBESEE L) ) promulgated by the Standing Committee of the NPC on October 28, 2002,
which was amended on July 2, 2016, construction unit shall organize to develop the
environmental impact report and environmental impact report forms, or fill up and submit the
environmental impact registration form according to the relevant requirements. In the event the
environmental impact assessment documents of a construction project have not been reviewed
by the approving authorities, or approval is not granted after the review, the construction unit
shall not commence the construction.

According to the Regulations on the Administration of Construction Project
Environmental Protection ( CE#IH H EBIGIREE HARH]) ) promulgated by the State Council
and effective on November 29, 1998, which amended on July 16, 2017 and became effective
on October 1, 2017, matching environmental protection facilities construction required for the
construction project must be designed, constructed and go into operation at the same time as
the main construction project. The said construction project may only formally go into
operation or commence use when the matching construction of the environmental protection
facilities required for the construction project has passed acceptance tests.
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In order to thoroughly implement the Implementing Plan for the Permit System for
Controlling the Discharge of Pollutants (Guo Ban Fa [2016] No. 81) ( <¥Eily5 54 Pk B vl
HIE A %) BIHFEE[2016]81%%) and regulate the procedures for the application, approval,
issuance and administration of the pollutant discharge permit, the MEP promulgated Circular
on Issuing the Interim Provisions for the Administration of Pollutant Discharge License ( [
R ENEE<BETS FF Al i B AT E S AT) ) on December 23, 2016. The local governments at
all levels may, in accordance with the Interim Provisions for the Administration of Pollutant
Discharge License ( (PRISFFAIBEIEITHIE) ), further refine the administrative
procedures and requirements to formulate local implementing rules.

LAWS AND REGULATIONS RELATED TO FOREIGN INVESTMENT IN CHINA
Company Law of the People’s Republic of China

The Company Law of the People’s Republic of China (H#E A RILHE 2> F]EE), which
was promulgated by the Standing Committee of NPC on December 29, 1993 and came into
effect on July 1, 1994 (subsequently amended on December 25, 1999, August 28, 2004,
October 27, 2005 and December 28, 2013), provides that companies established in China may
take form of company of limited liability or company limited by shares. Each company has the
status of a legal person and owns its assets itself. Assets of a company may be used in full for
the company’s liability. The Company Law applies to foreign-invested companies unless
relevant laws provide otherwise.

Wholly Foreign-Owned Enterprise Law of the People’s Republic of China and its
implementation measures

The Wholly Foreign-Owned Enterprise Law of the People’s Republic of China ( {#'%#E A
RALFIESNE A7) ), which was promulgated by the Standing Committee of the NPC on
April 12, 1986 and came into effect on the same day, and amended on October 31, 2000 and
September 3, 2016, and the Implementation Measures for the Wholly Foreign-Owned
Enterprise Law ( (¥ A RILFE NG AL EMAIA]) ), which were promulgated by the
former Ministry of Foreign Trade and Economic Cooperation on December 12, 1990 and came
into effect on the same day, and amended on April 12, 2001 and February 19, 2014, stipulate
that foreign enterprises and other economic organizations or individuals may establish wholly
foreign-owned enterprises (“WFOEs”) in China. The application for the establishment of a
WFOE is subject to the examination and approval by the competent commercial departments
before a certificate of approval (for establishment of enterprises with foreign investment in
PRC) is issued.

Interim Provisions on Investment Made by Foreign-Invested Enterprises in China

The Interim Provisions on Investment Made by Foreign-Invested Enterprises in China
( CBHRSMERE BER N ERE1THE) ), which were jointly promulgated by MOFCOM
and the State Administration of Industry and Commerce on July 25, 2000 and amended on
October 28, 2015, stipulate that the provisions of the “Interim Provisions Guiding Foreign
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Investment Direction and the Industry Catalog for Guiding Foreign Investment” will govern
foreign-invested enterprises’ investment in China. Foreign-invested enterprises are not
permitted to invest in any sector prohibited to foreign investment. Where a foreign-invested
enterprise makes investment in an encouraged or permitted sector, the foreign-invested
enterprise must file an application and provide required documents with the company
registration authority of the place where the investee company is located. The relevant
company registration authority will, in accordance with the relevant provisions of the Company
Law and the Regulations on the Administration of Company Registration of the People’s
Republic China ( M3 A\ RILFIE A A S5l 8 BRI ), decide whether to grant the
registration or not. If the registration is granted, a Business License of an Enterprise Legal
Person will be issued with the designation “Invested by a Foreign-Invested Enterprise” added.
Where a foreign-invested enterprise makes investment in a restricted sector, the foreign-
invested enterprise must file an application and provide required documents with the provincial
commercial department of the place where the investee company is located. After receiving
such application, the provincial approval authority shall seek the opinions of the same level or
the national industry management department in accordance with the business scope of the
invested company. Where the provincial approval authority makes a written approval to a
foreign-invested enterprise, the foreign-invested enterprise shall apply for the establishment of
a registration with the company registration authority at the place where the investee company
is located. The relevant company registration authority will, in accordance with the relevant
provisions of the Company Law and the Regulations on the Administration of Company
Registration of the People’s Republic China ( {3 A R ALFNE 23 7] B FLE FRAE]) ), decide
whether to grant the registration or not. If the registration is granted, a Business License of an
Enterprise Legal Person will be issued with the designation “Invested by a Foreign-Invested
Enterprise” added. The foreign-invested enterprise is required to report the establishment of the
investee company within 30 days of the date of its establishment to the original examination
and approval authority for record-filing.

Catalogue of Industries for Guiding Foreign Investment

Projects with foreign investment in the PRC are subject to the supervision and
administration requirements as provided in the Foreign Investment Industries Guidance
Catalogue (Amended in 2017) ( <HMEHEEFEREH ) (20174FEF]))(the “Guidance
Catalogue”) which was amended and promulgated jointly by the NDRC and the MOFCOM on
28 June 2017 and become effective on 28 July 2017. Under the Guidance Catalogue,
foreign-invested industries are classified into two categories, namely (i) encouraged foreign-
invested industries and (ii) foreign-invested industries which are subject to Special
Administrative Measures for Access of Foreign Investment (Negative List for Access of
Foreign Investments) (the “Negative List”). The Negative List is further divided into restricted
foreign-invested industries and prohibited foreign-invested industries. Unless otherwise
provided in the PRC laws, the industries which are not set out in the Negative List are
permitted foreign-invested industries.

According to the Guidance Catalogue, thermal business (thermal construction and
operation in cities with a population over 500,000) are listed under the “restricted foreign-
invested industries”, meaning that foreign investment in the thermal industry (thermal
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construction and operation in cities with a population over 500,000) is restricted to
Chinese-controlled foreign joint venture.

Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign
Investors ( {BHAAMNE I E E S N2 E) ) (the “M&A Rules”), which were jointly
promulgated by the MOF, the SASAC, the SAT, the State Administration of Industry and
Commerce, the CSRC, and the SAFE on August 8, 2006, came into effect on September 8, 2006
and subsequently amended on June 22, 2009, require that foreign investors acquiring domestic
companies by means of asset acquisition or equity acquisition shall comply with relevant
foreign investment industry policies and shall be subject to approval by relevant commerce
authorities.

Interim Measures for the Administration of Establishment and Change Filings of
Foreign-invested Enterprises

On October 8, 2016, the MOFCOM published the Interim Measures for the
Administration of Establishment and Change Filings of Foreign-invested Enterprises ( (M
P& 2R M R E IR ATHEHE) ) (the “Filings Measures”) and became effective on
the same date. The Decision of the National People’s Congress on Revision of Four Laws and
the Filings Measures of the People’s Republic of China revised relevant administrative
approval provisions of the Law of the People’s Republic of China on Wholly Foreign-owned
Enterprises ( (¥ AN RILFESMEARFEEL) ), the Law of the People’s Republic of China on
Sino-Foreign Equity Joint Ventures ( {1 #E A RILFIE A5 GRS 2 2E1%) ), the Law of the
People’s Republic of China on Sino-Foreign Cooperative Joint Ventures ( <3 A AN o
SPEVERREARZEEE) ) and the Law of the People’s Republic of China on the Protection of the
Investments of Taiwan Compatriots ( (3N RILFNE & B[R R EIR#EE) ) and the
relevant formality regime for the establishment and change of foreign-invested enterprises,
whereby if the incorporation and changes of foreign-invested enterprises and enterprises
funded by Taiwan compatriots does not involve special access administrative measures
prescribed by the government (the “Negative List”), the examination and approval thereof has
been changed to the record-filing administration. According to the Filings Measures, where the
incorporation of foreign-invested enterprises does not fall within the Negative List, such
enterprises shall go through the record-filing procedures after obtaining the prior approval of
the enterprise name and prior to the issuance of a business license, or within 30 days after the
issuance of a business license. Within the record-filing scope of the Filings Measures, in the
case of a change of basic information of the foreign-invested enterprises or their investors, a
change of equity (shares) or cooperation interest of the foreign-invested enterprises, merger,
division or dissolution, mortgage or transfer of foreign-invested enterprises’ property or rights
and interests to others and other matters, the foreign-invested enterprises shall file the relevant
documents online within 30 days upon occurrence of such changes via the comprehensive
administration system. On October 8, 2016, Announcement of the NDRC and the MOFCOM
[2016] No. 22 ( {Hh#E N RIMB R B RMBCER B &~ H3#EARIMBIEHRAE) 2016
4F2522%%) was published and specifies that the Negative List shall be in line with the
Catalogue.
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SAFETY AND LABOR PROTECTION

The Work Safety Law of the PRC ( (1% N RILFIE %24 E L) ) promulgated by the
Standing Committee of the NPC on June 29, 2002 and effective on November 1, 2002, and first
amended on August 27, 2009, recently amended on August 31, 2014 and to be implemented on
December 1, 2014, is the principal law governing the supervision and administration of work
safety and labor protection for power projects. In accordance with the Measures on Supervision
and Administration of the Work Safety of Electricity Industry ( (78 JJ% 4/ i B A8 HL i
%) ), promulgated by the NDRC on February 17, 2015, power stations are responsible for
maintaining their safety operations.

The main PRC employment laws and regulations include the Labor Law of the PRC (
#e N\ RALAIE 458)7%) ), the Employment Contract Law of the PRC ( {H#E A RALAIE 45 8) &
[f]i%) ) and the Implementing Regulations of the Employment Contract Law of the PRC ( {*"
#e N\ RALA R 25 8) & IR E MM H]) ). The Employment Contract Law of the PRC ( {1 #EA
RALAE 258 & F%) ) was promulgated on June 29, 2007 and became effective on January
1, 2008 and was amended on December 28, 2012. This law governs the establishment of
employment relationships between employers and employees, and the execution, performance,
termination of, and the amendment to, employment contracts. Compared to the PRC Labor
Law, the PRC Employment Contract Law provides additional protections to employees by
requiring written labor employment contracts, limiting the scope of the circumstances under
which employees could be required to pay damages for breach of employment contracts and
imposing stricter sanctions on employers who fail to pay remuneration or social security
contributions for their employees.

According to the Social Insurance Law of the People’s Republic of China ( {913 A\ R 3t
FEI#E & A Fi%) ) promulgated by the Standing Committee of the NPC on October 28, 2010,
which became effective on July 1, 2011, an enterprise shall enter into labor contracts with its
employees and maintain their social insurance, including basic pension insurance, basic
medical insurance, work-related injury insurance, unemployment insurance and maternity
insurance, according to the law.

According to the Temporary Regulations on the Collection and Payment of Social
Insurance Premium ( <Hh & fRIG 2 S 170 51) ), the Regulations on Work Injury Insurance
( (TAGPABEHBI) ), the Regulations on Unemployment Insurance ( (JZELRFRFEG]) ) and
the Trial Measures on Employee Maternity Insurance of Enterprises ( {{ZE0k LA & RbaatiT
##L) ), enterprises in China must provide benefit plans for their employees, which include
basic pension insurance, unemployment insurance, maternity insurance, work injury insurance
and medical insurance. An enterprise must provide social insurance by processing social
insurance registration with local social insurance agencies, and must pay or withhold relevant
social insurance premiums for or on behalf of employees. The Law on Social Insurance ( {+
#E N RALAE 4 & R F%) ), which was promulgated on October 28, 2010 and came into
effect on July 1, 2011, regulates basic pension insurance, unemployment insurance, maternity
insurance, work injury insurance and medical insurance, and has elaborated in detail the legal
obligations and liabilities of employers who do not comply with relevant laws and regulations
on social insurance.
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According to the Regulation on Management of Housing Provident Fund ( {f}5 A4
EHEP]) ) promulgated by the State Council and effective on April 3, 1994, and amended
and effective on March 24, 2002, enterprises shall make full and timely contributions to a
housing provident fund for their employees and the deposit ratio shall be no less than 5% of
the employees’ average monthly wage in the previous year.

TAXATION
Enterprise Income Tax Law

On March 16, 2007, the NPC enacted the PRC Enterprise Income Tax Law ( CHREENR
LB A 2E TS RLE) ) (the “EIT Law”), which was amended and became effective on
February 24, 2017. The EIT Law imposes a single uniform income tax rate of 25% on all
Chinese enterprises, including foreign invested enterprises, and eliminates or modifies most of
the tax exemptions, reductions and preferential treatments available under the previous tax
regulations.

Withholding Tax and International Tax Treaties

According to the Treaty on the Avoidance of Double Taxation and Tax Evasion between
Mainland and Hong Kong (<AL 5 45 I 47 B e B 7 368 15k 4 B8 o 0 A B L fhr TR i
4 HE) ) (the “Tax Treaty”), if the non-PRC parent company of a PRC enterprise is a Hong
Kong resident which beneficially owns 25% or more interest in the PRC enterprise, the 10%
withholding tax rate applicable under the EIT Law may be lowered to 5% for dividends and 7%
for interest payments once approvals have been obtained from the relevant tax authorities. The
determination of beneficial ownership is clarified under the Notice on Understanding and
Determining Beneficial Owners ( [ ZHi15 45 BE A T al 35 A0 32 8 B oh ik <52 25 BT A
N”H)EH) ) issued by the SAT on October 27, 2009, which expressly excludes from the
definition of a beneficial owner any company not engaged in actual operations such as
manufacturing, sales or management but that is established for the purpose of avoiding or
reducing tax obligations or transferring or accumulating profits.

Pursuant to the Notice on the Several Issues of the Implementation of Tax Treaty ( <[
GBS AL BR T A TR I e AR S 3 T PR 28 K1) ), which was promulgated by the
SAT and came into effect on February 20, 2009, the non-resident taxpayer or the withholding
agent is required to obtain and keep sufficient documentary evidence proving that the recipient
of the dividends meets the relevant requirements for enjoying a lower withholding tax rate
under a tax treaty if the main purpose of an offshore transaction or arrangement is to obtain a
preferential tax treatment.

VAT Law

According to the Interim Regulation of the People’s Republic of China on Value Added
Tax ( {PHEN R EBE 1 7H41) ) (the “Interim Regulation on Value Added Tax”)
of the State Council, which became effective on January 1, 1994, amended on November 5,
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2008, February 6, 2016 and November 19, 2017, all entities and individuals engaged in the sale
of goods or provision of processing, repairing and replacing services and import of goods
within the territory of the PRC shall pay the VAT. The amount of the VAT payable shall be
calculated based on the VAT received and the VAT paid. In respect of the sale and import of
goods or provision of processing, repairing and replacing services by the taxpayer, the VAT rate
is 17%, while for the sale and import of particular commodities listed on the Interim Regulation
on Value Added Tax by the taxpayer, the VAT rate is 11% and for the export of applicable
commodities by the taxpayer, the VAT rate is zero, unless otherwise stipulated by the State
Council.

Furthermore, according to the Trial Scheme for the Conversion of Business Tax to
Value-added Tax ( & EBIMEIGEREE 7%) ), which was promulgated by the MOF and
the SAT, the government launched gradual taxation reforms starting from January 1, 2012,
whereby it collected value-added tax in lieu of business tax on a trial basis in regions and
industries showing strong economic performance, such as transportation and certain modern
service industries. The Trial Implementing Measures of the Conversion of Business Tax to
Value-added Tax ( & 3R AR B EHHE) ), which were promulgated on March
24, 2016, came into effect on May 1, 2016, set out that it collected value-added tax in lieu of

business tax in all regions and industries.

According to the Circular on Policies for Simplifying and Consolidating Value-added Tax
Rates ( Bl I0 38 (E AR %A BIBCR 948 A1) ), which was issued by the SAT and MOF on
April 28, 2017, became effective on July 1, 2017, the structure of value-added tax rates will
be simplified from July 1, 2017, and the 13% VAT rate is to be canceled. Taxpayers that sell
or import the following goods will be subject to VAT at the 11% rate: Agricultural products
(including grains), tap water, heating, liquefied petroleum gas, natural gas, edible vegetable oil,
air conditioning, hot water, coal gas, coal products for household use, food-grade salt, farm
machinery, fodder, pesticides, agricultural film, fertilizer, methane gas, dimethyl ether, books,
newspapers, magazines, audio-visual products and electronic publications.

LAWS AND REGULATIONS RELATED TO THE TRANSFER OF STATE-OWNED
SHARES

On November 9, 2017, the Notice of the State Council on Issuing the Implementation Plan
for Transferring Part of State-Owned Capital to Fortify Social Security Funds (No. 49 [2017]
of the State Council) ( [EIHSFe B A B8 B0/ B A G AR R B AL ORI 2 B i 7 Y
1) )(the “No. 49 Notice”) promulgated by the State Council took effect and the details of The
Implementation Plan for Transferring Part of State-Owned Capital to Fortify Social Security
Funds ( (HIEGER A EA R EAREESE X)) (the “Plan”) were announced. According
to the Plan, medium and large-sized local and central state-owned and state-controlled
enterprises and financial institutions shall be included in the scope of transferors, except
public-welfare enterprises, cultural enterprises, policy and development financial institutions,
or unless otherwise provided by the State Council. Local and central enterprise groups that
have completed the reform of corporate system shall directly transfer their equities; local and
central enterprise groups that have not completed the reform of corporate system shall advance
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the reform without delay and transfer their equities upon completion; and at the same time, it
shall be explored to transfer the equities of first-tier subsidiaries of enterprise groups that have
not completed the reform of corporate system, except the equities of listed enterprises and
unlisted enterprises formed by the Social Security Fund for reasons such as transfer of
state-owned equities and investment. Furthermore, according to the requirements under the
No.49 Notice, the policies in relation to the transfer of state-owned shares which were in force
before the No.49 Notice such as the Notice of the State Council on Issuing the Provisional
Measures to Reduce the State-Owned Shares for Raising the Fund of Social Security (No. 22
[2001] of the State Council) ( CEIF5e Br7 EN i B A7 i A A R P BT A7 R 1Y
HMAT) ) (the “No. 22 Notice”) have ceased to have effect since the effective date of the Plan.
As such, the state-owned shareholders of the Company are no longer obliged to transfer any

state-owned shares under the No. 22 Notice for the purpose of the proposed offering.
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OUR HISTORY AND DEVELOPMENT

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). We are engaged
in cogeneration of steam together with electricity, heating and cooling. We are the only such
power operator in Tianjin which is also engaged in electricity dispatch and sale according to
the Ipsos Report. Our operations comprise (i) power generation and supply, (ii) electricity
dispatch and sale and (iii) other businesses, including power facility construction services,

industrial facility operation and maintenance services and trading of electrical components.
Our history and development are divided into three phases:
I. 1992 - 2007

In October 1992, our predecessor, Tianbao Electricity Company was established by
Tianjin Port Free Trade Zone Development Services Company (K #5PRB0 IR BH AR B 58
7l) with a registered capital of RMB45,000,000. The business scope of Tianbao Electricity
Company included management of the electricity system of the Tianjin Port Free Trade Zone,
installation, maintenance, repair of and research on electricity systems, design and construction
of electricity facilities, and sale of electricity equipment. Tianbao Electricity Company’s
business scope did not change until Tianjin Tianbao Electricity acquired Tianbao Thermal in
2015.

In August 1993, Tianbao Electricity Company became a subsidiary of Tianjin Port Free
Trade Zone Construction Services Company (K U5 PR 8 i 2 5 I 55 K8 28 F)).

In April 1997, our predecessor Tianbao Electricity Company merged with
Telecommunication Service Company of Tianjin Port Free Trade Zone (K #5 B 17 415 ik
By H]) (the “Telecommunication Service Company”) (the “Merger”), after which the
registered capital of our predecessor Tianbao Electricity Company increased to
RMB49,000,000. Regarding the Merger, Tianbao Electricity Company has not completed the
following procedures according to the requirement: (i) request for approval of the Merger from
the competent state-owned assets department of Telecommunication Service Company;
(ii) complete the assets appraisal process for the Merger; and (iii) obtain the confirmation
documents from the competent state-owned assets department confirming the appraisal results.
However, based on the following reasons, the PRC Legal Advisers of our Company are of the
opinion that the possibility for the validity of the Merger being questioned or overruled by the
competent authority is remote: (i) the State-owned Assets Administration Bureau of Tianjin
Port Free Trade Zone (KIEUSTRBLIEEA EESH)F) has issued a letter of confirmation,
which confirmed that the State-owned Assets Administration Bureau of Tianjin Port Free Trade
Zone (RFUSABLEE A EEER) approved the consideration adopted by Tianbao
Electricity Company for its Merger with Telecommunication Service Company and the Merger
is valid; and (ii) we have not received objections from any government departments in respect

of the Merger.
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In 1999, during the restructuring of Tianjin Port Free Trade Zone Development Services
Company (K7 PRBIE B EE RS #/A 7)) and Tianjin Port Free Trade Zone Construction
Services Company (KRIFHSIRFL R E BB /AF]), Free Trade Zone Administrative
Committee established Tianbao Holdings. Our predecessor Tianbao Electricity Company
became a wholly-owned subsidiary of Tianbao Holdings.

In May 2007, Tianbao Holdings transferred all its shares of our predecessor Tianbao
Electricity Company to Tianbao Thermal at a consideration of RMB110,297,600 based on the
appraised net asset value of Tianbao Electricity Company as of December 31, 2006 (the “2007
Equity Transfer”). Concurrently, our predecessor Tianbao Electricity Company was converted
into a limited liability company and its company name was changed from “Tianbao Electricity
Company of Tianjin Port Free Trade Zone (KFHs IR KR /)22 F])” to “Tianjin Tianbao
Electricity Company Limited (KERIREJABRAT])”. The registered capital of our
predecessor, Tianjin Tianbao Electricity was increased to RMB110,290,000 and it became a
wholly-owned subsidiary of Tianbao Thermal. Tianbao Holdings has not obtained the approval
from SASAC Tianjin or complete the filing procedures for the 2007 Equity Transfer (including
the assets appraisal results). Nevertheless, based on the following reasons, the PRC Legal
Advisers of our Company are of the opinion that the possibility for the validity of the 2007
Equity Transfer being questioned or overruled by the competent authority is remote: (i) as
confirmed by the Company, Tianbao Thermal (as the transferee) was a wholly-owned
subsidiary of Tianbao Holdings (as the transferor), and given that both the transferor and the
transferee were solely state-owned companies, the 2007 Equity Transfer was a transfer
occurred between two solely state-owned companies; (ii) as confirmed by the Company, the
consideration of the 2007 Equity Transfer was based on an appraised value, therefore the 2007
Equity Transfer did not result in any loss of state-owned assets; (iii) Tianbao Holdings had
reported the 2007 Equity Transfer to the Finance Bureau of Tianjin Port Free Trade Zone (X
BB @ A EUR)), and obtained the approval documents from the Finance Bureau of Tianjin
Port Free Trade Zone (KW PR-F R EUE) in respect of the 2007 Equity Transfer; (iv) the
relevant registration procedure in respect of the 2007 Equity Transfer has been completed with
the relevant industrial and commercial administration authority; and (v) we have not received
objections from any government departments for the 2007 Equity Transfer.

II. 2007 - 2015

In April 2012, Tianbao Thermal transferred 100% of the equity interest of our predecessor
Tianjin Tianbao Electricity to Tianbao Holdings at a consideration of RMB131,346,300 (the
“2012 Equity Transfer”). Tianbao Thermal and Tianbao Holdings have not obtained the
approval documents from SASAC Tianjin or complete the filing procedures of the appraised
results for the 2012 Equity Transfer. Nevertheless, based on the following reasons, the PRC
Legal Advisers of our Company are of the opinion that the possibility of the validity of 2012
Equity Transfer being questioned or overruled by the competent authority is remote: (i) as
confirmed by the Company, Tianbao Thermal (as the transferor) was a wholly-owned
subsidiary of Tianbao Holdings (as the transferee), and given that both the transferor and the
transferee were solely state-owned companies, the 2012 Equity Transfer was a transfer
occurred between two solely state-owned companies; (ii) as confirmed by the Company, the
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consideration of the 2012 Equity Transfer was calculated by reference to the net book assets
value of Tianjin Tianbao Electricity as at September 30, 2011, thus the 2012 Equity Transfer
did not result in loss of state-owned assets; (iii) Tianbao Holdings had reported the 2012 Equity
Transfer to the State-owned Assets Administration Bureau of Tianjin Port Free Trade Zone, and
obtained the approval documents from the State-owned Assets Administration Bureau of
Tianjin Port Free Trade Zone (RIS E B R, (iv) the registration procedures
in respect of the 2012 Equity Transfer (including the changes in the articles) with the relevant
industrial and commercial administration authority were completed; and (v) we have not
received objections from any government departments in respect of the 2012 Equity Transfer.

The following chart sets out our corporate structure immediately before the Business
Combination:

TFIHC

100%

Tianbao Holdings

100%

Tianjin Tianbao
Electricity

100%

Tianjin Baorun

For the purpose of including the power generation and supply business operated by our
Controlling Shareholders in Tianjin Port Free Trade Zone (Seaport) into our Group, the
following steps of Business Combination have been carried out:

(i) Tianbao Thermal transferred machineries and electronic equipment of Haigang
Thermal Plant to Tianjin Tianbao Electricity

Tianbao Thermal transferred machineries and electronic equipment of Haigang Thermal
Plant to Tianjin Tianbao Electricity. An agreement was entered into between Tianbao Thermal
and Tianjin Tianbao Electricity on December 1, 2015, pursuant to which Tianbao Thermal
agreed to transfer certain machineries and electronic equipment of Haigang Thermal Plant to
Tianjin Tianbao Electricity at a consideration of RMB 138,938,000 (including value added tax).
The transfer was completed before December 31, 2015.

(ii) Tianbao Thermal injected the non-current assets of Haigang Thermal Plant to
Tianjin Tianbao Electricity as capital contribution

In December 2015, Tianbao Thermal was permitted to contribute the non-current assets
(including, among others, properties) of Haigang Thermal Plant as in-kind contribution to the
capital of Tianjin Tianbao Electricity (“2015 Capital Injection”). The value of such in-kind
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contribution was RMB187,855,500, which was confirmed by the appraisal report issued by
Tianjin Zhongda Xincheng Asset Appraisal Company Limited (K KAE 00 & 2 s A R A
A]) with December 31, 2014 as the appraisal date. Such report was duly filed at the
State-owned Assets Supervision and Administration Commission of Tianjin Binhai New
District. An agreement was entered into between Tianbao Thermal and Tianjin Tianbao
Electricity on December 21, 2015, pursuant to which Tianbao Thermal agreed to transfer the
non-current assets of Haigang Thermal Plant to Tianjin Tianbao Electricity at a consideration
of RMB187,855,500 as capital investment.

In view of such capital injection, the registered capital of Tianjin Tianbao Electricity was
increased by RMB108,712,673 and the remaining in-kind contribution in the amount of
RMB79,142,827 was transferred to the capital reserve of our predecessor company Tianjin
Tianbao Electricity and booked as share premium. Thereafter, Tianbao Holdings and Tianbao
Thermal held 50.36% and 49.64% of the equity interest in our predecessor Tianjin Tianbao
Electricity, respectively. Tianjin Tianbao Electricity also amended its business scope in 2015
to include power grid operation and management, sales of electricity and research,
construction, consultation and other services in relation to new energy and distributed energy.

A supplemental agreement was entered into between Tianbao Thermal and Tianjin
Tianbao Electricity on December 30, 2015, pursuant to a revised value of the in-kind
contribution based on an updated supplemental explanation issued by same valuer based on
subsequent events, the assets value was RMB6,112,761.37, which was recognized as share
premium in the capital reserve of Tianjin Tianbao Electricity.

The 2015 Capital Injection was completed on or around December 31, 2015.

The following chart sets out our corporate structure immediately after the 2015 Capital

Injection:

TFIHC

100% 100%

Tianbao Holdings Tianbao Thermal

50.36% 49.64%

Tianjin Tianbao Electricity

100%

Tianjin Baorun
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Historically, the power generation and supply businesses of TFIHC were conducted
principally by its subsidiaries Tianbao Thermal and Tianjin Tianbao Electricity, and prior to the
Business Combination, Haigang Thermal Plant and Konggang Thermal Plant were both the
assets of Tianbao Thermal. Central heating, cooling and steam services were provided to the
industrial and commercial end-users in Tianjin Port Free Trade Zone (Seaport) through the
operation of the Haigang Thermal Plant and in Tianjin Airport Economic Zone through the
operation of the Konggang Thermal Plant. For the purpose of including the power generation
and supply businesses operated by our Controlling Shareholders in Tianjin Port Free Trade
Zone (Seaport) into our Group, Tianbao Thermal transferred all the properties, plants and
equipment, constructions in progress and lease prepayments as well as all sales contracts
relating to the Haigang Thermal Plant Business to us. After years of cooperation and as the
economy of Tianjin Port Free Trade Zone (Seaport) continued to grow, the Haigang Thermal
Plant has grown to a mature stage of business operation. Through the operation of the Haigang
Thermal Plant, we derived an important portion of our revenue from power generation and
supply business, which relies on the demands of our customers located in Tianjin Port Free
Trade Zone (Seaport) from us all or a significant portion of their electricity, steam, heating and
cooling. For details, please refer to the section of the Prospectus headed “Relationship with
Controlling Shareholders” and “Financial Information — Basis of Presentation”.

II1. 2015 - present

Tianbao Thermal transferred the 49.64% shareholding in Tianjin Tianbao Electricity to
Tianbao Holdings and Tianbao Investment

On May 24, 2016, Tianbao Thermal entered into equity transfer agreement with Tianbao
Holdings and Tianbao Investment respectively, pursuant to which (i) Tianbao Thermal
transferred the 44.4546% shareholding of Tianjin Tianbao Electricity to Tianbao Holdings at
a consideration of RMB171,459,377.57, which was based on Tianjin Tianbao Electricity’s
finalized audited net assets as of December 31, 2015 and (ii) Tianbao Thermal transferred the
5.1854% shareholding of Tianjin Tianbao Electricity to Tianbao Investment at a consideration
of RMB20,000,000, which was based on Tianjin Tianbao Electricity’s finalized audited net
assets as at December 31, 2015. After the above transfers, the shareholders of Tianjin Tianbao
Electricity comprised of Tianbao Holdings and Tianbao Investment, which held 94.8146% and
5.1854% of the shares of Tianjin Tianbao Electricity, respectively.

All considerations in respect of the above-mentioned transfers have been fully settled and
the transactions were legally completed.

Tianjin Tianbao Electricity’s capital reduction

In October 2016, Tianjin Tianbao Electricity carried out a capital reduction based on the
value of its audited net assets as of May 31, 2016. The capital reduction was to facilitate our
then Shareholders to recover part of the acquisition funds used to acquire the assets of Haigang
Thermal Plant. Such acquisition financing arrangement was commercially preferred over
acquisition by way of cash available from bank borrowing due to: (a) a saving of business tax
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in the amount of approximately RMB9,393,000 under the relevant PRC tax regulations from
the perspective of the Controlling Shareholders; (b) the incurring of deductible value added tax
in the amount of approximately RMB19,017,000 which could be utilized in the coming years
for the Company under the relevant PRC tax regulations; and (c) avoidance of annual interest
cash outflow from the Company’s perspective in view of the interest-free nature of the
shareholders’ loans which would have resulted in an annual interest savings of approximately
RMBS,900,000 at a rate of 4.75% per annum had the acquisition been funded through bank

borrowing.

Other than being such commercial arrangement and taking into account the Company’s
best interest, the capital reduction also enables our Group’s consolidated net assets to maintain
at a level in line with its operations and capital requirement. The registered capital of Tianjin
Tianbao Electricity was reduced from RMB219,002,673 to RMB87,002,673 and the capital
reserve of Tianjin Tianbao Electricity was reduced from RMB136,725,216.38 to
RMB27,851,616.38. After the capital reduction, Tianbao Holdings and Tianbao Investment
contributed RMB82,491,236.39 and RMB4,511,436.61 registered capital of Tianjin Tianbao
Electricity, respectively. Thereafter, Tianjin Tianbao Electricity was held by Tianbao Holdings
and Tianbao Investment as to 94.8146% and 5.1854%, respectively.

After the aforesaid capital reduction, Tianjin Tianbao Electricity was obliged to return
approximately RMB228,383,339.95 and RMB12,490,260.05 to Tianbao Holdings and Tianbao
Investment, respectively. In December 2016, Tianjin Tianbao Electricity entered into an
agreement with Tianbao Holdings and Tianbao Investment, under which, Tianjin Tianbao
Electricity shall repay the capital reduction payment by installments, with the last installment
to be fully settled by December 2021 or earlier. Such payments are interest free. Please see
“Relationship with Controlling Shareholders — Repayments of the capital reduction” for further
details.

Key Milestones of Our Company

1992 Tianbao Electricity Company was established by Tianjin Port Free Trade Zone
Development Services Company (KRB I BH 2 M5 4 w)

1998 Tianbao Electricity Company was accredited with the Quality Management
System Certification by China’s national Accreditation of Registrars, which
successfully transferred to GB/T19001:2008/ISO 9001:2008 and GB/T50430-
2007 Standard Accreditation in June, 2013

2007 Tianbao Electricity Company was restructured into a limited liability company

2014 Our coal-fired cogeneration power plant commenced operation in Tianjin Port
Free Trade Zone (Seaport)
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2015 Our Company completed the integration of the power generation and supply
business of Haigang Thermal Plant into our operations

2017 Our predecessor Tianjin Tianbao Electricity was restructured into a joint stock

company, our Company which was incorporated in the PRC on February 28,
2017

The following chart sets out our corporate structure immediately before the

Reorganization:
TFIHC
100% 100%
Tianbao Holdings* Tianbao Investment*
94.8146% 5.1854%
Tianjin Tianbao Electricity
100%
Tianjin Baorun
* Tianbao Holdings and Tianbao Investment are both wholly-owned subsidiaries of TFIHC, which is

100% owned and supervised by the State Assets Supervision and Administration Bureau of Tianjin Port
Free Trade Zone.

REORGANIZATION

In preparation for the Share Offer, our Company was established through Reorganization
by converting Tianjin Tianbao Electricity, our predecessor, into a joint stock company with
limited liability. Prior to the Reorganization, Tianjin Tianbao Electricity was the holding
company of the subsidiary now comprising our Group. Upon the conversion into a joint stock
company, we continue to be the holding company of Tianjin Tianbao Electricity’s subsidiary.

On February 28, 2017, acting as Promoters, Tianbao Holdings and Tianbao Investment,
both wholly-owned subsidiaries of TFIHC, established our Company with a registered capital
of RMB115,600,907. Pursuant to the promoter agreement dated January 19, 2017, we retained
all of the assets, liabilities and equity interests of Tianjin Tianbao Electricity.

We were established based on net assets of total of RMB177,847,549.41 of Tianjin
Tianbao Electricity as of November 30, 2016 as shown in the audited financial statements of
Tianjin Tianbao Electricity for the period ended November 30, 2016. Upon establishment, we
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had a total of 115,600,907 Domestic Shares, with a par value of RMB1.00 each. Of which,
Tianbao Holdings directly held 109,606,538 Domestic Shares, representing 94.81% of our total
share capital. Tianbao Investment directly held 5,994,369 Domestic Shares, representing

5.19% of our total share capital.

The table below shows the shareholding structure of the Company before and after the
Share Offer:

After Share Offer
Before exercise of Offer After exercise of Offer Size

Before Share Offer Size Adjustment Option Adjustment Option
Percentage Percentage Percentage
Name Number of of shares Number of of shares Number of of shares
of Shareholders shares held held shares held held shares held held
% % %
Tianbao Holdings 109,606,538 94.81% 109,606,538 71.11% 109,606,538 68.54%
Tianbao Investment 5,994,369 5.19% 5,994,369 3.89% 5,994,369 3.75%
Other H Shares
Shareholders - - 38,540,000 25.00% 44,321,000 27.711%
Total 115,600,907 100.00% 154,140,907 100.00% 159,921,907 100.00%
Approvals

The Reorganization has been duly approved by Free Trade Zone Administrative
Committee and SASAC Tianjin and the Reorganization has been legally and duly completed.
Our PRC Legal Advisers are of the view that the Reorganization has been approved by

competent authorities.

Retained Business and Non-competition

After the completion of the Reorganization, our Controlling Shareholders have retained
certain power generation and supply business operated in the Konggang Thermal Plant. Please
refer to the section headed “Relationship with Controlling Shareholders — Delineation of
Business and Competition” for further details. Please also refer to “Relationship with
Controlling Shareholders — Non-competition Deed and Undertakings” for details of the
measures to prevent any potential future competition between our Group and the other

members of our Controlling Shareholders.
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PRINCIPAL SUBSIDIARY

Our Company currently holds one subsidiary in the PRC, details of which are set out

below:

Tianjin Baorun was established in the PRC by Tianbao Electricity Company and Victory
Union International Limited (a company incorporated in Hong Kong) on November 21, 1994.
Tianjin Baorun became a wholly-owned subsidiary of Tianjin Tianbao Electricity on September
6, 2007. After the Reorganization, Tianjin Baorun is a wholly-owned subsidiary of our
Company. The registered capital of Tianjin Baorun is RMB1,708,900 and Tianjin Baorun is
primarily engaged in the business of manufacturing and repairing electrical engineering
facilities and devices.

THE PARTY COMMITTEE

According to the Constitution of the Communist Party of China, the Company has
established the Committee of Communist Party of the Company (the “Party Committee”),
which plays a core political role in the Company. The Party Committee mainly assumes the

following duties and responsibilities:

. ensuring and supervising the implementation of national policies and strategies and
the Communist Party of China, and supporting major decisions made by Central
Committee of the Communist Party of China and the State Council, as well as the
work deployment of relevant state ministries and higher Party organizations.

. insisting on the integration of the principle of management of cadres by the Party
with the function of the Board in the lawful selection of the operation management
and with the lawful exercise of authority of appointment, promotion and demotion
of personnel by the management, considering and advising on the candidates
nominated by the Board or the president, and evaluating candidates for directors and

presidents with the Board and putting forth opinions and suggestions.

. researching and discussing on issues relating to the Company’s stable reform and
development, major business management and operation matters and matters
relating to employees’ interest as a whole, advising on decision-making of major
issues of the Company, and giving prime attention to unity in thinking, leading in
trend, grasping the big picture and planning on development.

. leading the ideological and political education work, promoting cultural and
ideological progress of the Company, enhancing corporate culture construction and
talent cultivation, and guiding and supporting the work of labor union and the
communist youth league of the Company, and leading the Company in building an
honest and clean Party.
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CORPORATE STRUCTURE

The following chart sets out our corporate structure immediately after the completion of

Reorganization and as of the Latest Practicable Date:

TFIHC
100% 100%
Tianbao Holdings™* Tianbao Investment*
94.8146% 5.1854%
The Company
100%

Tianjin Baorun

* Tianbao Holdings and Tianbao Investment are both wholly-owned subsidiaries of TFIHC, which is
100% owned and supervised by the State Assets Supervision and Administration Bureau of Tianjin Port

Free Trade Zone* (K s (RB i [ & s BB B ) ).
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The following chart sets out our corporate structure immediately following the

completion of the Share Offer, assuming the Offer Size Adjustment Option is not exercised:

TFIHC
100% 100%
H Share
Tianbao Holdings" Tianbao Investment” Public
Shareholders
71.11% 3.89% 25%

The Company

100%

Tianjin Baorun

Note:

(1)  Tianbao Holdings and Tianbao Investment are both wholly-owned subsidiaries of TFIHC, which is
100% owned and supervised by the State Assets Supervision and Administration Bureau of Tianjin Port
Free Trade Zone.
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OVERVIEW

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). We are engaged
in cogeneration of steam together with electricity, heating and cooling. We are the only such
power operator in Tianjin which is also engaged in electricity dispatch and sale according to
the Ipsos Report. Our power cogeneration technology has enabled us to enhance our thermal
efficiency and reduce our fuel cost, which is more environmentally friendly compared with

conventional power generation plants.

In our power generation and supply business, we use cogeneration technology to generate
steam together with electricity, heating and cooling to serve our customers. Our coal-fired
cogeneration power plant consists of two backpressure cogeneration units with a total installed
capacity of 30 MW. We sell the electricity generated to Tianjin Electric Power Company, which
is a local branch of State Grid, while we also provide steam, heating and cooling to our

industrial and commercial customers in Tianjin Port Free Trade Zone (Seaport).

Unlike conventional power generation plants, we have adopted coal-fired cogeneration
technology utilizing backpressure turbines in our power generation and supply business, which
allows us to generate electricity when we generate steam, heating and cooling. Such technology
provides us with the synergies of generating steam, electricity, heating and cooling
simultaneously, which has enabled us to achieve a thermal efficiency rate that is much higher
than the PRC industry average and, conversely, a coal consumption rate that is much lower than
the PRC industry average. In our cogeneration process, we focus on green production and
ultra-low emissions, which is aligned with the power generation and environmental protection
guidelines under relevant PRC regulations and policies in the power generation industry. By
controlling the quality of coal we use, utilizing automated coal crushing technology and strict
desulphurization, denitration and de-dusting procedures, our coal-fired cogeneration units have
achieved an average level of emission of SO,, NO, and smoke which is much lower than the
standards of ultra-low emission of SO,, NO, and smoke required under PRC laws and
regulations. During the years ended December 31, 2015, 2016 and 2017, we generated revenue
from our power generation and supply business in the amount of RMB203.5 million,
RMB183.5 million and RMB185.4 million, representing 42.5%, 42.4% and 41.0% of our total

revenue, respectively.

In our electricity dispatch and sale business, we purchase electricity from Tianjin Electric
Power Company Binhai Branch, which is also a local branch of State Grid, transform
electricity from 35 kV to 10 kV, and then dispatch and sell it via our power facilities and grid
to our end-user customers in various industries located in Tianjin Port Free Trade Zone
(Seaport), including grain and oil, storage and logistics, mechanical manufacturing, electronics
manufacturing and chemical engineering. During the years ended December 31, 2015, 2016
and 2017, we generated revenue from our electricity dispatch and sale business of RMB222.7
million, RMB204.7 million and RMB207.8 million, representing 46.5%, 47.3% and 45.9% of

our total revenue, respectively.
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In addition, we provide other value-added services, including power facility construction
services and industrial facility operation and maintenance services, to our customers in Tianjin
Port Free Trade Zone (Seaport), Tianjin Airport Economic Zone and central Tianjin, and sell
electrical components, mainly low voltage switches, to our customers in Tianjin. During the
years ended December 31, 2015, 2016 and 2017, we generated revenue from our other
businesses in the amount of RMB52.5 million, RMB44.7 million and RMB59.2 million,

representing 11.0%, 10.3% and 13.1% of our total revenue, respectively.

Given our power generation and electricity dispatch capabilities, we are able to serve our
customers in Tianjin Port Free Trade Zone (Seaport) by meeting their diverse energy demands,
including electricity, steam, heating and cooling, as well as other value-added services. Such
synergistic effects and our adoption of our advanced technologies have enabled us to improve
operating efficiency, reduce maintenance costs, achieve coordinated customer relationships,
and capture growth opportunities available from our customers.

For the years ended December 31, 2015, 2016 and 2017, our revenue was RMB478.6
million, RMB432.9 million and RMB452.5 million, respectively. For the same periods, our
profit for the year was RMBS55.0 million, RMB54.3 million and RMB30.3 million,
respectively.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed and will continue to
contribute to our success in the power generation and supply industry:

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport)

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). Our operations
comprise (i) power generation and supply, (ii) electricity dispatch and sale and (iii) other
businesses, including power facility construction services, industrial facility operation and
maintenance services and trading of electrical components. Our power operations enable us to
provide one-stop and comprehensive power services to our customers in Tianjin Port Free
Trade Zone (Seaport) and neighboring areas.

Our coal-fired cogeneration power plant is located in Tianjin Port Free Trade Zone
(Seaport) and consists of two backpressure cogeneration units with an installed capacity of 15
MW each, which only generates electricity when steam, heating or cooling is generated.
According to the Electric Power Law of the PRC, a local power plant is required to sell the
electricity it generated to State Grid or its local branch. Therefore, we cannot dispatch and sell
the electricity generated by us to our customers directly in our electricity dispatch and sale
business; instead we first have to sell all the electricity we generate to State Grid and then
purchase the electricity from State Grid for our electricity dispatch and sale business. In our
power generation and supply business, we directly sell the steam, heating and cooling
generated to our customers for industrial and commercial use. In our electricity dispatch and
sale business, we purchase electricity from State Grid which we transform at our facilities and
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dispatch and sell to our customers. According to the Ipsos Report, we are the only company in
Tianjin Port Free Trade Zone (Seaport) that owns upstream power transformation facilities,
dispatch grids and cables and ancillary facilities for supplying electricity, steam, heating and
cooling. We are able to set up new facilities and cables in accordance with our customers’
demand of electricity, steam, heating and cooling. In addition, we can provide power facility
construction and industrial facility operation and maintenance services to our customers on a
24-hour-7-day basis, including operation and maintenance of power facilities, fire control
equipment, air-conditioners, elevators, telecommunication equipment and other facilities and
regular check-up and evaluation of these facilities for our customers.

We believe that leveraging our unique geographic location in Tianjin Port Free Trade
Zone (Seaport), track record of power generation and supplying electricity, steam, heating and
cooling and capability of providing one-stop power services to our customers, we are well
positioned to benefit from the relatively stable demand for electricity, steam, heating and
cooling from industrial customers in Tianjin Port Free Trade Zone (Seaport) and its
neighboring areas and realize the constant growth of our business.

We utilize coal-fired cogeneration and electricity transformation technologies to provide
cost-efficient and high-quality power operations and services to our customers in Tianjin
Port Free Trade Zone (Seaport)

We believe our power generation and supply business is more cost-efficient than
conventional power plant, as demonstrated by our relatively high thermal efficiency and low
coal consumption rate. During the years ended December 31, 2015, 2016 and 2017, revenue
generated from our power generation and supply business accounted for 42.5%, 42.4% and
41.0% of our total revenue, respectively. In our power generation and supply business, we have
adopted coal-fired cogeneration technology utilizing backpressure turbines, which allows us to
generate electricity when we generate steam, heating and cooling. Such technology has
increased our thermal efficiency and minimized our fuel cost compared with conventional
electricity generation technologies. By utilizing cogeneration technology with backpressure
turbines, we have achieved a thermal efficiency of approximately 84.0% in 2017, which is
higher than the PRC industry average of 45.1% and an average coal consumption rate of
approximately 203.6 g/kWh in 2017, which is much lower than the PRC industry average of
309.0 g/kWh and the 2017 - 2020 coal consumption target set by the PRC government,
according to the Ipsos Report.

We believe our superior operation stability and reliability not only improve the safety of
our operations, but also help reduce our cost of sales and enhance our profitability. During the
three years ended December 31, 2015, 2016 and 2017, revenue generated from our electricity
dispatch and sale business accounted for 46.5%, 47.3% and 45.9% of our total revenue,
respectively. According to the Ipsos Report, during the period of 2011 to 2016, the prices of
electricity used by industrial customers are higher than the prices of electricity used by resident
customers, which gives us competitive advantage as we only provide electricity to our
customers for industrial or commercial use. We have adopted advanced electricity dispatch
technologies and highly efficient operations in the industry. According to the Ipsos Report, in
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2016, the average line loss rate, an important indicator of electricity dispatch efficiency of an
electricity dispatch company, in Tianjin and the PRC were 6.7% and 6.5%, respectively, while
our line loss rate in the same year was 1.65%, benefiting from our refined operation
management and maintenance. Our operation stability and reliability were also much better
than industry average. In 2015, 2016 and 2017, our electricity supply availability percentage
was 99.99036%, 99.990027% and 99.990125%, respectively, compared with the PRC industry
average of 99.81% and Tianjin industry average of 99.950%, respectively, in 2016. Our average
annual customer interruption duration for 2015, 2016 and 2017 was 0.8442 hours per customer,
0.8735 hours per customer and 0.8649 hours per customer, respectively, compared with the
PRC average of 17.1 hours per customer and Tianjin industry average of 4.4 hours per
customer, respectively, in 2016. In 2017, our voltage eligibility percentage of electricity supply
was 100%, compared with an urban target set by the National Development and Reform
Commission of 99.97% by 2020.

Our focus on coal-fired cogeneration technology, green production and ultra-low emission
aligns with the power generation and environmental protection guidelines under relevant
PRC regulations and policies

The PRC government issued the Administrative Measures for Cogeneration ( B\ =
L) ) on March 22, 2016, which included a series of policies to, among others,
encourage the installation of backpressure cogeneration units with respect to electricity prices,
government subsidies, power generation and supply to the grid, electricity industry acquisition,
approval of installation capacity of backpressure cogeneration units, capital investment in the
installation of backpressure units and the formation of dispatch companies by companies with
backpressure cogeneration units. According to the Administrative Measures for Cogeneration,
the PRC government will not approve any new cogeneration unit within an area where steam
and heating demand can be satisfied by an existing cogeneration plant in that particular area,
namely an area within a 10 km radius of the cogeneration plant. Therefore, we believe we have
the advantage of selling steam and heating within Tianjin Port Free Trade Zone (Seaport).
According to the Administrative Measures for Orderly Lifting the Control of Dispatch Grids
( CA PP EA G ) ) and the Notice by the NDRC and NEA of Regulating the
Pilot Reformation of the New Electricity Dispatch Business ( {2538 B M Z B K Be TR #
TSR B 4 B O FE SE S O U B4 A1) ), Tianjin Port Free Trade Zone (Seaport) was
named as one of the 105 pilot reformation districts for the new electricity dispatch business in
China. We expect that the new policies would allow us to establish Tianbao Electricity Sales
Company as an Electricity Sales Company under the New Policy, and sell electricity to
customers outside of Tianjin Port Free Trade Zone (Seaport) in the future. For details, please
see “Regulatory Overview — Laws and Regulations on PRC Power Industry”.

Our coal-fired cogeneration units have achieved ultra-low emissions. By controlling the
quality of coal we wuse, utilizing automated coal crushing technology and strict
desulphurization, denitration and de-dusting procedures, our average level of emission of SO,,
NO, and smoke in 2015, 2016 and 2017 was 11.49/39.14/8.42 mg/m3, 12.83/35.67/6.07 mg/m3
and 8.91/31.69/3.93 mg/m>, respectively, which was much lower than the standards of
ultra-low emission of SO,, NO, and smoke of 35/50/10 mg/m> to be achieved by 2020 set by
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the Implementation Plan of the Standards of Ultra-Low Emissions and Energy-saving
Equipment Upgrade for Coal-Fired Power Plants ({4 [l B i JA FE 7 IOER A HE AIORN 0 BE g T
fEF7%8) ) jointly issued by the MEP, the NDRC and the NEA in December 2015. As we have
reached the 2020 emission target, we are eligible for an additional grant of RMBO0.01 for each
kWh of electricity we sell to State Grid, thereby enhancing our competitiveness. For the years
ended December 31, 2015, 2016 and 2017, the total amount of such grant awarded to us
amounted to RMB674.7 thousand, RMB665.0 thousand and RMB677.1 thousand, respectively.
In addition, our coal-fired cogeneration plant is in full operation on a 24-hour-7-day basis.

We believe the emissions and environmental protection standards we have adopted are
higher than those required by the Tianjin and PRC government, which gives us competitive
advantages in further complying with relevant environmental protection regulations and

achieve economic benefits from our low emission standards.
We maintain a strong relationship with State Grid

According to the Electric Power Law of the PRC, a local power plant is required to sell
the electricity it generates to State Grid or its local branch. Therefore, we are required to sell
all the electricity generated by us to State Grid, which then dispatches to its customers. We also
purchase electricity from State Grid which we transform at our facilities and dispatch and sell
to our industrial and commercial customers. As such, State Grid is the sole customer of our
electricity generation and supply business and the sole supplier of our electricity dispatch and
sale business. For our power generation and supply business and electricity dispatch and sale
business, we have entered into PSAs and PPAs with State Grid, respectively. For details, please
see “— Agreements for the Purchase and Sale of Electricity”. We have maintained a strong
relationship for over 20 years since 1992. Our strong and long-standing relationship with State
Grid has provided a solid foundation for us to continue to develop both our power generation

and supply business and our electricity dispatch and sale businesses.

We are well positioned to capture growth opportunities in the PRC with our experienced
and visionary management team

Our management team has extensive experience in the PRC power industry, including
extensive experience in the areas of power supply, coal-fired cogeneration, industrial facility
management, investment and finance and human resources management. Most of our senior
management members have work experience of an average of more than 20 years. Our
Chairman of the Board of Directors, Mr. Gao Hongxin (/= t#7) has more than 25 years of
experience in the power industry. Our General Manager, Mr. Xing Cheng (Ji#4#%) has over 30
years of experience in thermodynamics. We believe that our senior management members are
able to foresee market trends, seize market opportunities, formulate and execute business
strategies, and control operation risks in the power generation and industrial facility
management industries. We believe that our management team will enhance our profitability

and maximize the value of our Company and Shareholders.
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OUR STRATEGIES

We aim to strengthen our leading position in the power generation and supply industry in
Tianjin through the following strategies:

Continue to enhance our capabilities in environmental protection and research and
development, and further enhance our operation efficiency, reduce costs and improve our
profitability

We will continue to optimize our operations, management and technology capabilities and
further enhance our operation efficiency, reduce costs and improve our profitability.
Leveraging our effective operation of cogeneration units and low emissions, we will continue
to enhance our capability in environmental protection to reduce the emissions through
controlling coal quality, optimizing and upgrading the coal treatment process and
desulphurization and denitration, and maintain our high standards of environmental protection,
which we believe are above those required by the Tianjin and the PRC government. We will
also adopt measures such as updating our desulphurization and de-dusting systems to reach
super-clean standard which will further enhance our thermal efficiency, reduce coal
consumption and costs.

We believe our service reliability, equipment availability and line loss rate of our
electricity dispatch and sale business are higher than the PRC industry average standards. We
will continue to improve our technologies and upgrade our facilities, including upgrading our
power transformation stations. We will endeavor to further enhance our service reliability,
equipment reliability and reduce line loss rate to improve our electricity dispatch efficiency
and enhance profitability.

We will continue to increase our investment in research and development and actively
pursue cooperation opportunities with universities, research institutions and other companies
in the power industry to develop new technologies to optimize our business. We believe that
our continuous efforts in research and development and our innovative capability will keep us

ahead of our peers and continue to reduce our costs and enhance our profitability.

Proactively adapt to the reformation of the PRC power industry and seize potential
business opportunities

Leveraging our efficient operations and use of advanced technologies, we believe we are
in a strong position to capitalize on the new business opportunities in the reformation of the
PRC power industry and actively expand new business lines within the new policy framework.
We expect the “Opinions on the Further Reform of the Electric Power System issued by the
CPC Central Committee and the State Council” ( {H3Lr gy ~ [BIH b B i — 2 TR L & e
Tl M % T E L) ) and other relevant policies will be implemented in Tianjin. We expect
that these new policies would allow us to establish Tianbao Electricity Sales Company as an
Electricity Sales Company under the New Policy and sell electricity to customers outside of
Tianjin Port Free Trade Zone (Seaport) in the future. In addition, according to the “Measures
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for the Administration of Orderly Lifting the Control of Dispatch Grids” ( <7/l b fc % 44
FEFETHEE) ) and the “Notice by the NDRC and NEA of Regulating the Pilot Reformation
of the New Electricity Dispatch Business™ ( B8R U2z ~ B S He 5 5 B A 1 o6 B Jre v
fic B SE 5 i L B A3 ) ), Tianjin Port Free Trade Zone (Seaport) was named as one of the
105 pilot reformation districts for the new electricity dispatch business in China. As we are the
only company in Tianjin Port Free Trade Zone (Seaport) that owns and operates an integrated
network of power transformation facilities, dispatch grids and cables and ancillary facilities,
we expect that these new policies would allow us to selectively purchase electricity directly
from power plants at more competitive prices than the purchase prices at which we purchase
electricity from Tianjin Electric Power Company, and dispatch and sell to end-user customers
in Tianjin Port Free Trade Zone (Seaport), which may enhance our profits. With the
establishment of Tianbao Electricity Sales Company, we may also be able to purchase
electricity directly from power plants and sell to end-user customers outside of Tianjin Port
Free Trade Zone (Seaport).

We believe that our advanced technologies in the generation and supply of electricity,
steam, heating and cooling, excellent track record and the ability to adapt to the new policies
have furnished us with competitive advantages to seize the new business opportunities in the
power industry in China. For details, please see “Future Plans and Use of Proceeds — Electricity
Reform Under the New Policy”.

Penetrate new geographic areas by leveraging our one-stop and comprehensive power
services and replicable business model

We will also seek to expand our market share and explore new market opportunities
outside of Tianjin Port Free Trade Zone (Seaport). We intend to leverage our ability to provide
one-stop and comprehensive power services and identify potential opportunities to replicate
our current business and operation model to broader geographic areas, which may include other
new business areas in China (Tianjin) Pilot Free Trade Zone, Tianjin Municipality and North
China.

Participation in PPP Projects

By pursuing opportunities to expand our business, we are able to identify new sources of
revenue that can strengthen the sustainability of our business and increase the value of our
shareholders’ investment after completion of the Share Offer, especially through participating
in PPP Projects outside of Tianjin Port Free Trade Zone (Seaport) by leveraging our existing
resources and technology. We may be engaged to provide any of our existing services to these
PPP Projects, including electricity dispatch and sale, power generation and supply and other
services. Our involvement in these PPP Projects will not result in any substantive change to our
existing business model. Local governments’ and public infrastructure projects that have
adopted a public-private-partnership model (“PPP model”) generally forbid tendering from
government financing platform companies of the same hierarchy or their controlled SOEs such
as the Controlling Shareholders. According to the “Notice on the Administration of Contracts
and Co-operations between the PRC Government and Social Capital Enterprises (Cai Jin
[2014] No. 156)” ( BRMUEEBUG AL & EARSEGREH TAERERD (145:[2014] 156

%)), listed companies are however allowed to participate in such tendering process.
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PPP Projects involve a long-term partnership between government and private entities in
infrastructure and public services, including utility services business similar to our existing
business. The PPP model is a major task set by the PRC government for economic reform,
which is significant to hasten the construction of new urbanization. We believe there is no
substantial difference between the funding requirements in raising capital required for PPP
Projects and that of other projects models. According to “Government and Social Capital
Cooperation (PPP Projects) Special Bond Issuance Guidelines” ( CBURf Fltt & & 45 {F (PPP)
THH HIAERT485]) (BEUOFT4:12017]1730%%) and “Guideline on encouragement from
NDRC regarding participation of social capital in cooperation with the Government on PPP
Projects” ( BI5 8% BCE Z B A SR B W] G A 2 BLBURF AL & EAS S R(PPP)JE H VTR E R )
(EE P& [2017]2059%%), financial institutions are encouraged to support PPP Projects
(including PPP Projects for energy sector) by offering high-quality and innovative financing
services to social capital stakeholders or investors of PPP Projects, such as PPP Projects bonds,
asset securitization and other feasible project financing channels. To the best of the Company’s
knowledge, financial institutions tend to be supportive in providing financing for PPP Projects
by offering more favourable terms of financing, such as lower financing costs and longer
repayment terms, having considered in particular the relatively low credit risk for projects in
which the government participates. Depending on the liquidity position of the Group and the
size of these projects, we may fund these PPP Projects (in case we successfully win the bids)
through our internal sources of fund or external funding raised through other financing
channels. Potential external financing sources include bank financing and, after our Listing, we
may also consider raising funds through other alternative financing options, including bond
offerings.

Becoming a listed company enables us to take part in PPP Projects while at the same time
benefits arising from the Listing enhance our competitiveness in our ability to tender for
projects adopting other models. For details, please see “Future Plans and Use of Proceeds —

Reasons for Listing”.

Seek strategic acquisition and investment opportunities in other electricity dispatch
companies and coal-fired cogeneration power plants

Mergers and acquisitions have become an important strategy for power companies in
China to expand their businesses. Large-and medium-sized power companies with sufficient
capital and advanced technology tend to acquire other smaller power companies to enter into
new markets and increase their market shares. As part of our expansion plan, we will actively
seek to acquire or invest in electricity dispatch and sale companies and coal-fired cogeneration
power plants outside of Tianjin Port Free Trade Zone (Seaport) to expand into new markets. As
of the Latest Practicable Date, we have not executed any letter of intent or agreement, nor have
we identified any suitable target for acquisition or investment. In addition, we have been
granted a right by our Controlling Shareholders to acquire at any time during the term of the
Non-competition deed, whether or not our Controlling Shareholders intends to dispose of, their
interest in the Konggang Thermal Plant Business. Please see ‘“Relationships with Controlling
Shareholders — Non-competition Deed and Undertakings”.
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OUR BUSINESS

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). We are engaged
in cogeneration of steam together with electricity, heating and cooling. We are the only such
power operator in Tianjin which is also engaged in electricity dispatch and sale according to
Ipsos Report. We sell the electricity generated to a local branch of State Grid in Tianjin and
supply steam, heating and cooling to local industrial and commercial customers in Tianjin Port
Free Trade Zone (Seaport). We also dispatch and sell electricity purchased from another local
branch of State Grid in Tianjin to local industrial and commercial customers in Tianjin Port
Free Trade Zone (Seaport).

Our business operation is principally located in Tianjin Port Free Trade Zone (Seaport)
with an area of approximately 7.0 km” established by the State Council in 1991, which is
within Tianjin Binhai New District. Tianjin Binhai New District is located in the center of
Bohai Economic Rim, with an area of approximately 2,270 km® and a population of
approximately 2.98 million, and is an industrial manufacturing center, an international shipping

center and a logistics center, as well as the gateway to Northern China.

The following table sets forth the revenue breakdown for each of our business segments

during the Track Record Period:

Year ended December 31,

2015 2016 2017

Revenue Revenue Revenue
(RMB in % of Total (RMB in % of Total (RMB in % of Total

thousands) Revenue  thousands) Revenue  thousands) Revenue

Electricity dispatch and

sale business 222,652 46.5% 204,691 47.3% 207,812 45.9%
Power generation and

supply business 203,494 42.5% 183,522 42.4% 185,461 41.0%
Other businesses 52,458 11.0% 44,673 10.3% 59,194 13.1%
Total 478,604 100.0% 432,886 100.0% 452,467 100.0%

In our power generation and supply business, our coal-fired cogeneration power plant
uses cogeneration technology to generate steam together with electricity, heating and cooling
to serve our customers. The electricity generated is sold to Tianjin Electric Power Company,
which is a local branch of State Grid. The steam, heating and cooling generated by us are sold
directly to our industrial and commercial end-users in Tianjin Port Free Trade Zone (Seaport).
Our coal-fired cogeneration power plant is located in Tianjin Port Free Trade Zone (Seaport)

and in close proximity to our customers.
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In our electricity dispatch and sale business, we purchase electricity from Tianjin Electric
Power Company Binhai Branch, which is also a local branch of State Grid, transform it from
35 kV to 10 kV, and then dispatch and sell to end-users for industrial and commercial use via
our own facilities and grid. We are the only company in Tianjin Port Free Trade Zone (Seaport)
that owns and operates an integrated network of power transformation facilities, dispatch grids
and cables and ancillary facilities. Customers include industrial and commercial end-users in
various industries located in Tianjin Port Free Trade Zone (Seaport), including grain and oil,
storage and logistics, mechanical manufacturing, electronics manufacturing and chemical

engineering.

We also provide other value-added services, including power facility construction
services and industrial facility operation and maintenance services, to our customers in Tianjin
Port Free Trade Zone (Seaport), Tianjin Airport Economic Zone and central Tianjin, and sell
electrical components, mainly low voltage switches, to our customers in Tianjin. Our power
facility construction services include construction of power transmission facilities, installation
of power transformer facilities and cables and ancillary facilities. Our industrial facility
operation and maintenance services include operation and maintenance services for electric
power facilities, power transformer facilities, municipal lighting, firefighting apparatus,
air-conditioning and heating equipment, and communication lines.

Our Power Plant and Power Transformer Stations

The table below illustrates information about our power plant and power transformer

stations in operation as of December 31, 2017:

Installed Commencement
Location Capacity Ownership of Operation
35 kV Power Tianjin Port Free 60,000 kVA 100%  January 1994
Transformer Station Trade Zone
No. 1 (Seaport)
35 kV Power Tianjin Port Free 60,000 kVA 100% May 2004
Transformer Station Trade Zone
No. 2 (Seaport)
Coal-fired Tianjin Port Free 2 x 15 MW' 100% March 2014
Cogeneration Power Trade Zone
Plant (Seaport)
Note:
1. The total installed capacity equals the number of generation units in use multiplied by the power

generation capacity of each generation unit.
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Installed Capacity and Utilization Rate

Utilization rate, thermal efficiency and coal consumption rate indicate how efficiently our
coal-fired cogeneration power plant has been generating steam, heating, cooling and electricity,
which are the principal sources of our revenue and cash flow. The utilization rate of our
coal-fired cogeneration power plant is an important factor that affects our overall results of

operations and profitability.

The following table sets forth certain production operating metrics for our power

generating units for the years indicated:

Year ended December 31,

2015 2016 2017
Installed capacity (MW) 2x15MW  2xI5MW  2x 15 MW
Utilization rate (%)" 30.7% 30.6% 30.7%
Gross electricity generated (MWh) 80,638 78,137 80,551
Net steam generated (tons) 958,184 909,895 888,871

Note:

(1)  The utilization rate equals gross electricity generated in a specified period divided by the product of
total installed capacity and the average designed maximum annual utilization hours of our two
cogeneration units.

The utilization rate of our coal-fired cogeneration power plant in a certain period is
primarily affected by the demand of the end-users of steam, which determines the output of our
coal-fired cogeneration power plant. The low utilization rate of our coal-fired cogeneration
power plant during the Track Record Period was primarily due to the decrease in demand for
steam by certain of our customers in the Tianjin Port Free Trade Zone (Seaport), whose demand
may have been affected by the overall PRC economic environment. For example, to the best
knowledge of our Directors, certain of our customers decreased production during the Track
Record Period due to the overall PRC economic slowdown, which contributed to the decrease
in demand for steam. Despite of the low utilization of our power generation units, we have
maintained two power generating units in order to ensure constant power supply on a
24-hour-7-day basis (an operational and safety efficiency which we strive to meet for our
customer to ensure reliable supply), which further decreased the utilization rate of our
coal-fired cogeneration power plant. We expect that customer demand for steam will continue
to be the main factor that will affect the utilization of our power generation units, which in turn

will affect our future results of operations.
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The following table sets forth certain competitive metrics for our power generating units
for the years indicated:

Year ended December 31,
2015 2016 2017

PRC PRC PRC

Industry Industry Industry
(&) (&) 3

Company Average Company Average Company Average

Thermal

efficiency" 84.0% 45.1% 82.8% N/A 84.0% N/A
Coal consumption

rate (g/kWh)@ 198.6 315.0 198.7 312.0 203.6 309.0
Notes:

(1)  Thermal efficiency refers to efficiency with which a power source transforms the potential heat of its
fuel into work or output; namely, the ratio of the heat and power generated by the plant to the overall
heat value from the fuel consumed. According to the Ipsos Report, higher thermal efficiency indicates
higher cost efficiency of a power generation plant.

(2)  Coal consumption rate equals the amount of standard coal consumed per 1.0 kWh of electricity
generated or supplied. According to the Ipsos Report, lower coal consumption rate indicates higher cost

efficiency of a power generation plant.

(3)  From the Ipsos Report. The China Electricity Council stopped publishing national statistics for thermal
efficiency after 2016.

The following table sets forth certain operating metrics for our main power transformer
stations for the years indicated:

Year ended December 31,

2015 2016 2017

Main power transformer stations
Installed capacity 2 x 60,000 kVA 2 x 60,000 kVA 2 x 60,000 kVA
Utilization rate (%)

Calculated as average load"”

divided by installed capacity 26.2% 24.1% 26.0%
Calculated as peak load®
divided by installed capacity 46.1% 44.8% 47.7%
Notes:

(1) Average load represents the average KW output during a given period.

(2)  Peak load represents the maximum KW output during a given period.

We have maintained two main power transformer stations in order to ensure constant
electricity supply on a 24-hour-7-day basis (an operational and safety efficiency which we
strive to meet for our customers to ensure reliable supply).
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Power Generation and Supply Business

Our coal-fired cogeneration power plant commenced operation in Tianjin Port Free Trade
Zone (Seaport) in March 2014. Our power generation and supply business was consolidated
into our Company as of December 31, 2015. Our coal-fired cogeneration power plant only
generates electricity when steam, heating or cooling is generated. Therefore, the volume of
electricity we can generate is primarily determined by the volume of steam generated by us.
We then sell electricity to Tianjin Electric Power Company, which is a local branch of State
Grid, and provide steam, heating and cooling to our customers in Tianjin Port Free Trade Zone
(Seaport). As of December 31, 2017, our coal-fired cogeneration power plant consisted of two
cogeneration units with an installed capacity of 15 MW each. According to the Electric Power
Law of the PRC, a local power plant is required to sell the electricity it generates to State Grid
or its local branch. We sell electricity to Tianjin Electric Power Company. We provide steam,
heating and cooling directly to our customers for industrial and commercial use. Our industrial
and commercial customers are highly dependent on the steam supplied by us, as they generally
do not have the capability to operate their own boilers in an efficient manner to satisfy their
operational needs. In addition, according to the Administrative Measures for Cogeneration
( (EAEWEEHBHE) ) jointly issued by the NDRC, the NEA, the MOF, the MOHURD and
the MEP on March 22, 2016, the PRC government will not approve any new cogeneration plant
in an area where steam, heating and cooling demands can be satisfied by an existing
cogeneration plant located in that particular area. Therefore, we believe we enjoy a competitive
advantage to sell steam, heating and cooling within the reach of the power supply by our
cogeneration plant, namely the area within approximately 10 km radius of our cogeneration
plant. During the years ended December 31, 2015, 2016 and 2017, we generated revenue from
our power generation and supply business in the amount of RMB203.5 million, RMB183.5
million and RMB185.5 million, representing 42.5%, 42.4% and 41.0% of our total revenue,
respectively.

The following table sets forth the revenue breakdown for our power generation and
supply business during the Track Record Period:

Year ended December 31,

2015 2016 2017
Revenue Revenue Revenue
(RMB in (RMB in (RMB in

thousands) % of Total thousands) % of Total thousands) % of Total

Steam 155,341 76.3% 144,821 78.9% 145,043 78.2%
Electricity 22,570 11.1% 19,974 10.9% 20,741 11.2%
Heating and Cooling 25,583 12.6% 18,727 10.2% 19,677 10.6%

Total Revenue of Power
Generation and Supply
Business 203,494 100.0% 183,522 100.0% 185,461 100.0%
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The following chart illustrates our combined electricity, steam, heating and cooling
generation process:

Coal, Water

and Air .
Ammonia .
Air
A

CFB Boiler _> Flue Gas ,_> Desulphurization, Denitration
R 3 and De-dusting System

/High Temperaturé
| and High Pressure

Steam
2 (For
Turbines purpose) |
| i |
Main Power Heat and Pressure Heat Lithium Bromide
Transformer Reducers Interchanger Refrigerating Machine

Low
Pressure
Steam

Medium
Pressure
Steam

Chilled
Water

Our coal-fired cogeneration power plant consists of circulating-fluidized-bed (“CFB”)
boilers, backpressure turbines, power transformer stations, heat and pressure reducers, heating
and cooling generation systems and desulphurization, denitration and de-dusting systems,
which allow us to generate electricity, steam, and hot water for heating or chilled water for
cooling simultaneously. We have adopted highly advanced cogeneration technology with
backpressure turbines, which has increased our thermal efficiency, minimized our fuel
consumption rate and reduced our air-pollutant emission. Our average coal consumption rate
in 2017 is 203.6 g/kWh, which is much lower than the PRC industry average of 309.0 g/kWh
and the 2017 — 2020 coal consumption target set by the PRC government, according to the
Ipsos Report. We have achieved a thermal efficiency rate of approximately 84.0% in 2015,
which is higher than the PRC industry average of 45.1%, according to the Ipsos Report.

Our coal-fired cogeneration power plant is equipped with two backpressure turbines
between the CFB boilers and the steam distribution network. The backpressure turbine, also
known as “non-condensing turbine”, is typically used in the cogeneration process where
electricity and steam are generated simultaneously. The backpressure turbine can improve the
efficiency of our coal-fired cogeneration power plant by adjusting the electricity generation
based on the steam demand. In addition to the backpressure turbines, our coal-fired
cogeneration power plant is equipped with heat interchanger and lithium bromide refrigerating
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machines, which allow us to use the excess steam to generate hot water and chilled water to
supply heating and cooling to our customers.

With our focus on environmental protection, our coal-fired cogeneration power plant is
also equipped with desulphurization, denitration and de-dusting systems, which allow us to
reduce hazardous pollutant emissions, such as SO, and NO,. By applying the desulphurization,
denitration and de-dusting technologies, our pollution emission is lower than the average
industry emission in the PRC and our coal-fired cogeneration power plant has satisfied the
ultra-low emission requirements set forth by the relevant national and local authorities. For

details, please refer to the section headed “— Environmental Compliance”.

Sale of Steam

We provide steam to our customers located in and outside Tianjin Port Free Trade Zone
(Seaport) for industrial and commercial use, including customers in the grain and oil, steel
processing, textile manufacturing and pharmaceutical manufacturing industries. For the years
ended December 31, 2016 and 2017, we provided steam to 43 and 44 customers, respectively,
in and outside Tianjin Port Free Trade Zone (Seaport). During the three years ended December
31, 2015, 2016 and 2017, we supplied 860,625 tons, 802,949 tons and 798,755 tons of steam
to our customers, respectively.

We have entered into steam supply agreements with our customers for a term of three
years. The competent local pricing bureau sets the prices for the sale of steam. There is no price
adjustment clause in our steam supply agreements, other than in compliance with policy
changes adopted by the competent local pricing bureaus. For details, please see “— Pricing —
Prices of Steam, Heating and Cooling”. Pursuant to the steam supply agreements, our
customers normally make payments to us for the steam consumed on a monthly basis. The
customers estimate their monthly steam consumption for the next month and report to us no
later than the 25th of each month. We then schedule our steam supply plan for the next month
based on such estimation. If the customer’s actual consumption volume is lower than 40% of
its monthly estimation, the customer shall pay for at least 40% of its monthly estimated
volume. For the years ended December 31, 2015, 2016 and 2017, the sum of monthly payments
from customers who paid for 40% of their monthly estimated volume during that given month
accounted for 3.0%, 2.3% and 4.3% of our total revenue generated from sales of steam,
respectively. The quality of steam supplied shall comply with the national standards. We may
supervise and inspect the use of steam and supply facilities to ensure the use of steam are in
accordance with the agreement. We are entitled to cease the supply of steam to our customers
for causes such as failure of payment or forging records. We shall inform the customers for
temporary or scheduled repairs in advance. Pursuant to the agreement, we may perform
inspection and repairs of boilers and pipelines in May and October for four to seven days with
prior written notice to our customers. We and our customers shall indemnify each other for any
losses arising from the breach of agreement in accordance with the relevant rules and

regulations.
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Sale of Electricity to State Grid

According to the Electric Power Law of the PRC, a local power plant is required to sell
the electricity it generated to State Grid or its local branch. Accordingly, we sell electricity
generated by us to Tianjin Electric Power Company, which is a local branch of State Grid, in
accordance with the PPAs that we have entered into with it. For more information about the
PPAs, please see “— Agreements for the Purchase and Sale of Electricity — Agreements for the
Purchase of Electricity”.

The table below sets forth information about our revenue from sales of electricity during
the Track Record Period:

Year ended December 31,

2015 2016 2017
Sales volume of electricity to
State Grid (MW/h)(" 67,467 66,504 67,713
Average on-grid tariff (RMB/kWh)® 0.3345 0.3003 0.3063
Total revenue of sale of electricity to
State Grid (RMB in thousands) 22,570 19,974 20,741
Notes:

(1)  Sales volume of electricity to State Grid equals gross electricity generated less roughly 15% to 20% of
our own use in our power generation and supply business.

(2)  Average on-grid tariff equals total revenue generated from sales of electricity divided by total sales
volume of electricity to State Grid.

Sale of Heating and Cooling

We provide heating to our customers in winter normally from November to March of the
following year and cooling to our customers in summer normally from June to September of
each year. Our supply of heating and cooling covers an area of approximately 7.0 square
kilometers. For the year ended December 31, 2016, we provided heating to 61 customers and
cooling to 13 customers. For the year ended December 31, 2017, we provided heating to 71
customers and cooling to 13 customers. During the three years ended December 31, 2015, 2016
and 2017, we supplied approximately 2.5 million square meters, 1.9 million square meters and
2.0 million square meters of heating and cooling to our customers, respectively.

We have entered into heating and cooling supply agreements with our customers which
typically have terms of three years. The competent local pricing bureau sets the unit selling
price for heating and cooling. For details, please see “— Pricing — Prices of Steam, Heating and
Cooling”. Our customers make payment to us for the heating and cooling consumed by a fixed
date of each month. The customers shall send us a written notice to terminate the supply of
heating and cooling at least 30 days prior to the supply season. We are entitled to cease the
supply of heating and cooling to our customers for causes such as failure of payment or forging
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records. We shall inform the customers in writing in advance for temporary or scheduled
repairs or maintenance. We and our customers shall indemnify each other for any losses arising

from the breach of agreement in accordance with the relevant rules and regulations.

Seasonality of the Sale of Electricity, Steam, Heating and Cooling

Our sales of steam and heating in our power generation and supply business are typically
higher during the heating season from November of each year to March of the following year,
during which period the government provides central heating to end-users and residents in
North China, while our sales of cooling are generally higher during summer months. As we use
cogeneration technology to generate steam together with electricity and heating, our sales of
electricity and the utilization rate of our coal-fired cogeneration power plant are typically
higher in the first and fourth quarters than in the second and third quarters each year. We
generally experience an increase in our sales of electricity to State Grid and steam and heating
to our industrial customers during the first and fourth quarters and a decrease in the sales
during the second and third quarters of each year. For example, our sales volume of electricity
to State Grid was 21,703 MWh, 12,530 MWh, 14,856 MWh and 18,624 MWh during the three
months ended March 31, June 30, September 30 and December 31, 2017, respectively.

Electricity Dispatch and Sale Business

We have been operating our electricity dispatch and sale business since January 1994. We
purchase electricity from Tianjin Electric Power Company Binhai Branch, which is a local
branch of State Grid, transform electricity from 35 kV to 10 kV, and then dispatch and sell it
via our power facilities and grid to industrial and commercial end-users located in Tianjin Port
Free Trade Zone (Seaport), which are enterprises in various industries, including grain and oil,
storage and logistics, mechanical manufacturing, electronics manufacturing and chemical
engineering. For the year ended December 31, 2016 and 2017, we dispatched and sold
electricity to a total of 140 customers and 146 customers, respectively. During the three years
ended December 31, 2015, 2016 and 2017, we generated revenue from our electricity dispatch
and sale business of RMB222.7 million, RMB204.7 million and RMB207.8 million,
representing 46.5%, 47.3% and 45.9% of our total revenue, respectively. During the same
periods, we dispatched and sold 274,035 MWh, 253,624 MWh and 264,440 MWh of electricity
to our customers, respectively.
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The following chart illustrates our electricity transformation and dispatch process:
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The electricity transformation and dispatch process primarily includes two steps: (i)
transforming electricity from 35 kV to 10 kV; and (ii) dispatching and selling electricity to
end-users through our power switching stations and grid.

Transforming electricity from 35 kV to 10 kV

We currently operate two 35 kV power transformer stations, both of which are located in
Tianjin Port Free Trade Zone (Seaport). Our No. 1 and No. 2 power transformer stations started
operation in January 1994 and May 2004, respectively. As of December 31, 2017, the installed
capacity for each of our power transformer stations was 60,000 KVA. Each of our power
transformer stations is equipped with three main transformers. The installed capacity of each
main transformer is 20,000 KVA. The transformers convert electricity from 35 kV medium
voltages to 10 kV voltages, which is suitable for general industrial and commercial use.

Dispatching and selling electricity to end-users

We use four power switching stations to transmit 10 kV medium-voltage electricity to our
end-user customers through our power grid. All of the four power switching stations are located
in Tianjin Port Free Trade Zone (Seaport). Each power switching station controls eight ring
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circuits. Each ring circuit normally covers ten end-users. A power switching station can
connect or disconnect transmission lines when a switching event happens. A switching event
may be “planned” during power cable maintenance or “unplanned” when an unexpected
electricity interruption happens. Typically, our customers only turn off part of their operation
system for maintenance to ensure reliability of their services. Therefore, we use ring circuits
to prevent any potential electricity interruption. If one circuit is interrupted for some reason,
such as severe weather conditions like lightning and thunderstorms, we can switch the circuits
at our power switching station and use alternative back-up circuits to supply electricity to our
customers.

We have implemented strict internal procedures and standards on electricity interruption
and recovery time. We require the recovery time of each power transformer station to be less
than six seconds and the recovery time of each power switching station to be less than eight
seconds. During the past 24 years during which we have been in operation, we had not
encountered any material power shut-down incidents. During the years ended December 31,
2015, 2016 and 2017, our availability percentage of electricity supply in total was 99.99036%,
99.990027 and 99.990125%, respectively, as compared to the PRC industry average of 99.81%
and Tianjin industry average of 99.950% in 2016, according to the Ipsos Report. Our customer
average interruption duration was 0.8442 hours per customer, 0.8735 hours per customer and
0.8649 hours per customer in 2015, 2016 and 2017, respectively, as compared to the PRC
industry average of 17.1 hours per customer and Tianjin industry average of 4.4 hours per
customer, respectively, in 2016, according to the Ipsos Report. We have been named as a Work
Safety Advanced Unit (%42 & SE#E¥() by Tianjin Port Free Trade Zone & Tianjin Airport
Economic Zone Work Safety Commission (KEUMRFLER - REZBEHEL2EEZEE)
consecutively from 2014 to 2016. Our power transformer stations operate on a 24-hour-7-day
basis and we maintained a safe operation record of 211,368 continuous hours as of December
31, 2017.

We have entered into High-voltage PSAs (the “PSAs”) with Tianjin Electric Power
Company Binhai Branch, which is a local branch of State Grid, to purchase electricity from it
since we commenced operation in 1994. For more information about the PSAs, please see “—
Agreements for the Purchase and Sale of Electricity — Agreements for the Purchase of
Electricity”.

We have entered into electricity sale agreements with our customers for a term of three
years since 1994. The electricity selling prices are approved and fixed by the NDRC and the
competent local pricing bureaus. There is no price adjustment clause in our electricity sale
agreements, other than in compliance with policy changes adopted by the competent local
pricing bureaus. For more information about the pricing mechanism, please see “— Pricing —
Electricity Selling Price”. Pursuant to the agreements, our customers shall make payment to us
on a monthly basis for the electricity they consumed. If any customer fails to make payment
on time, we have the right to terminate our electricity supply. Pursuant to the agreements, the
quality of the electricity we sell to our customers shall comply with the standards stipulated in
the Electric Power Supply Rules. We shall inform our customers of any planned power
interruption in accordance with the relevant laws and regulations. Both parties shall maintain
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and manage their respective facilities in accordance with the agreement. We may perform
regular or unscheduled inspections of power dispatch facilities. The customer shall perform
regular safety inspection and report to us any emergencies as soon as practical. We shall
compensate our customers for any loss suffered from any operation accident according to the
Electric Power Supply Rules.

Other Businesses

As we aim to provide one-stop services to our customers, in addition to power generation
and supply and electricity dispatch and sale businesses, we also provide power facility
construction services and industrial facility operation and maintenance services to our
customers in Tianjin Port Free Trade Zone (Seaport), Tianjin Airport Economic Zone and
central Tianjin. As part of our downstream services, we are also engaged in trading of electrical
components, mainly various types of low-voltage switches produced by a well-known global
low-voltage switch producer, which we resell to our customers in Tianjin. Our power facility
construction services include construction of power transmission facilities, installation of
power transformer facilities and cables and ancillary facilities. Our industrial facility operation
and maintenance services include operation and maintenance services for electric power
facilities, power transformer facilities, municipal lighting, firefighting apparatus, air-
conditioning and heating equipment, and communication lines. We provide industrial facility
operation and maintenance services mainly by outsourcing to third-party professional service
providers. Please see “— Our Business Operations — Maintenance and Repairs”. For the year
ended December 31, 2016, we provided power facility construction services and industrial
facility operation and maintenance services to 60 customers and sell electrical components to
65 customers. For the year ended December 31, 2017, we provided power facility construction
services and industrial facility operation and maintenance services to 57 customers and sell
electrical components to 37 customers. During the three years ended December 31, 2015, 2016
and 2017, we generated revenue from other businesses in the amount RMBS52.5 million,
RMB44.7 million and RMB59.2 million, representing 11.0%, 10.3% and 13.1% of our total

revenue, respectively.

We have entered into service agreements with our power facility construction service and
industrial facility operation and maintenance service customers since 1995. For construction
services, we entered into framework engineering construction professional sub-contracting
agreements with our customers. Under the agreements, we help our customers construct
transformer facilities and auxiliary equipment. The terms of the agreements range from one
month to ten months. The agreements may be terminated for causes including failure of
payment of our customers or sub-contracting to a third party. For operation and maintenance
services, we do not adopt a uniform service agreement. We negotiate the service agreements
with our customers on a case-by-case basis. The service agreements vary for different services
we provide and the terms of the agreements range from one year to three years. Typically, the
service agreements provide the service scope, detailed operation and maintenance
requirements, technical requirements and other general terms. We provide services to our
customers on a 24-hour-7-day basis. We perform regular inspections of the facilities and
equipment we operate and maintain. We are subject to our customers’ evaluation from time to
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time. The evaluation is primarily based on our performance and power interruption hours. If
we fail to pass such evaluation, our service fees will be adjusted in accordance with the
agreements. We normally renew our service agreements with our customers through
negotiation about one month prior to their expiration dates. The payment terms vary for
different types of agreements. The agreement may be terminated for causes such as failure of
payment, breach of material terms and failure to perform the obligations set forth in the

agreements.

We are also engaged in trading of electrical components, mainly low-voltage switches
produced by a well-known global low-voltage switch producer. We are a regional distributor
of the aforementioned well-known global low-voltage switch producer in Tianjin and we
distribute its low-voltage switches to customers in Tianjin. We have been a distributor of such
well-known global low-voltage switch producer since 1999 and the term of our distribution
agreement with such well-known global low-voltage switch producer is one year, which is
renewed annually. We generally do not allow our customers to return any products produced
by such well-known global low-voltage switch producer. The distribution agreement may be
terminated if we breach any representations or warranties made in the agreement or if
unacceptable changes to our Controlling Shareholders, ownership or management have taken
place. Either party may also terminate the distribution agreement without cause by giving a
thirty-day notice in writing in advance.

OUR BUSINESS OPERATIONS

Procurement

We procure primarily electricity, coal and water for our power generation and electricity
dispatch operations. In our power generation and supply business, our raw materials primarily
include coal and water. In our electricity dispatch and sale business, we purchase electricity
from Tianjin Electric Power Company Binhai Branch, which is a local branch of State Grid,
according to relevant PRC laws and regulations. For details, please see “— Suppliers”. For the
electricity needed in our power generation business, we use our self-generated electricity. In
addition, in our electrical components trading business, we purchase low-voltage switches and
some other electrical components from our suppliers.

Coal Procurement

Our coal-fired cogeneration power plant is fuelled by coal. The coal market is a fully
competitive market. Thus, we do not rely on any particular supplier. For coal suppliers, please
see “— Suppliers — Coal and Water Suppliers”. We procure coal through a tendering and bidding
process. As Tianjin Port is currently a logistics center of coal in North China, we believe there
are sufficient coal suppliers for us to choose from. One of coal suppliers in 2015 and 2016 was
our related party, however, the price of any coal supplied to us by that supplier is set at arm’s
length. Please see “Connected Transactions — II. Non-Exempt Continuing Connected
Transactions”. In the event that our contractual arrangement with TFIHC is terminated, we
foresee no impact on our ability to source for coal from other suppliers. We select our coal
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suppliers mainly based on coal quality and price. During the Track Record Period, we
conducted nine to 11 biddings every year to ensure that the price and quality of the coal we
procure are competitive. We sample each batch of coal delivered by our suppliers to ensure
quality and will return any batch of coal with energy content below our specified standard or
will adjust the purchase price based on the difference of energy content from our specified
standard. We also require our coal suppliers to meet our requirements on sulphur and dust
content to control air-pollutant emissions. During the three years ended December 31, 2015,
2016 and 2017, the average price of standard coal (5,000 kcal/kg) we purchased (excluding
VAT) was RMB361.6 per ton, RMB398.2 per ton and RMB561.2 per ton, respectively. During
the three years ended December 31, 2015, 2016 and 2017, the total cost of coal we purchased
was RMBG62.1 million, RMB57.7 million and RMB81.7 million, representing 16.1%, 16.6%
and 20.7% of our cost of sales, respectively. The market price of coal has maintained at a
relatively high level during the year ended December 31, 2017. Any increase in the price of
coal will substantially affect our cost and profitability of our power generation and supply
business as we have limited ability to pass on coal price increases to our customer through any
potential on-grid tariff increases, which in turn, may have a material adverse effect on our
financial condition and results of operations. Please see “Risks Factors — Increasing fuel costs
may materially and adversely affect our operating results and we have limited ability to pass
on coal price increases to our customer through any potential on-grid tariff increases”.

Although the market price of coal could affect our results of operations and profitability,
we have implemented the following measures to mitigate the impact of any price increases:

. using a transparent price discovery of conducting multiple bidding processes to
select coal suppliers, reviewing pricing terms of our approved coal suppliers from
time to time, and selecting key coal suppliers from them to ensure sufficient and
uninterrupted coal supply of the quality we require at reasonable prices; and

. enhancing coal consumption efficiency through technology improvement and
equipment upgrade.

By applying our advanced technologies, including CFB boilers, backpressure turbines and
desulphurization, denitration and de-dusting systems, we have significantly reduced our coal
consumption rate. Our average coal consumption rate in 2017 is 203.6 g/kWh, which is much
lower than the PRC industry average of 309.0 g/kWh and the 2017 — 2020 coal consumption
target set by the PRC government.

Water Procurement

We procure fresh water from a related party to us, and make monthly payment to it based
on the volume of water we consume. Please see “Connected Transactions — II. Non-Exempt
Continuing Connected Transactions”. The price of water is set and adjusted by competent local
pricing bureau. During the Track Record Period, the average price of water we purchased from
this supplier remained at RMB7.9 per ton.
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Since September 2016, we procured recycled water from an independent third party as
recycled water is cheaper to use and have progressively reduced our purchases from our related
party. We have entered into an agreement with such supplier for a term of five years, which
specifies the estimated volume of water we consume every day and the maximum purchase
volume each year. The price of recycled water set in the agreement is RMB6 per ton, subject
to adjustment by competent local pricing bureau.

During the three years ended December 31, 2015, 2016 and 2017, the total cost of water
was RMB10.5 million, RMB8.4 million and RMB6.2 million, representing 2.7%, 2.4% and

1.6% of our cost of sales, respectively.

Inventory Management

We generate electricity, steam, heating and cooling based on our customers’ demands and
sell electricity in accordance with the PPAs with State Grid and steam, heating and cooling in
accordance with the agreements with our customers. Electricity, steam, heating and cooling are
dispatched or consumed instantly, therefore, we do not maintain any inventory for electricity,
steam, heating and cooling. We make appropriate plans for procurement in accordance with the
customers’ orders we receive and do not have a policy of accumulating inventory to meet
anticipated demand. We maintain appropriate inventory for coal. Our coal inventories usually
meet our production requirements for a period of 15 days. As Tianjin Port is a logistics center
of coal in North China, we believe there are sufficient coal suppliers for us to choose from. For
details, please see “— Procurement — Coal Procurement”.

Quality Control

Quality has always been our priority. We maintain a quality control system and monitor
each stage of our operations, including reviewing sales agreement from time to time, setting
product quality standards pursuant to relevant laws and regulations, and monitoring production
safety, raw material supply and inventory management and service quality. We have obtained
GB/T 19001-2008/ISO 9001:2008 and GB/T 50430-2007 Quality Management System
Certificate since 2013 for our electricity transmission and transformer services.

Quality control during procurement

We have implemented quality control measures to ensure the quality of raw materials,
equipment, and parts and components we procure. We typically hold tendering and bidding for
any procurement worth over RMB500,000. We believe the bidding process would help us to

procure products and services with competitive quality and price.

We also maintained a list of 135 approved suppliers, which is subject to our review from
time to time, as the Latest Practicable Date. It is our policy to make procurement only from
these approved suppliers. We generally require potential suppliers to submit their qualification
credentials which will be assessed and evaluated by us with reference to their product and
service quality, delivery schedule, pricing terms, and credit and financial status. Items
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purchased from our suppliers, such as coal, are inspected and approved before being used in
our production process, to make sure that the raw materials, parts and components we use for

our products are of reliable and satisfactory quality.

Quality control during production process

We have implemented various internal procedures and policies for quality control during
our production process, including technical standards and safe production procedures. Our
production technology department is responsible for quality control. We formulate our quality
control policies pursuant to relevant laws and regulations. Under these policies, the production
department proposes the technical standards for our production process for approval by the
general manager. The technical standards are reviewed and updated as necessary every three
years as we assess the application scope, merits, standards and parameters of various
technologies. We normally invite independent third-party experts to review our technical
standards from time to time. We inspect and review the implementation of our quality standards

annually.

Maintenance and Repairs

We outsource some of our operation and maintenance service needs for our coal-fired
cogeneration power plant, including daily operations, routine maintenance, regular inspections
and repair work, to third-party professional service providers. In selecting third-party
professional service providers, we take into consideration various factors, including a service
provider’s track record, its relationships with us, its expertise, quality of work and pricing

terms.

We have entered into service agreements with our third-party professional service
providers. Pursuant to the service agreements, our third-party service providers provide daily
operation, maintenance and repair services for our four boilers, two backpressure turbines and
auxiliary equipment, heating and cooling supply systems and the desulphurization, denitration
and de-dusting systems. These service providers assign a team of professionals with
specialized expertise and qualifications on-site, whose costs were borne by our service
providers. Pursuant to the service agreements, we make payment of service fees to the service
providers on a monthly basis. We may evaluate the services from time to time and could adjust
service fees if the service providers fail to meet the requirements contemplated in the service
agreements or fail to pass the evaluation. The agreements provide for the technical
requirements, working scope and both parties’ obligations. The agreements may be terminated
for causes such as bankruptcy of a party or failure to perform obligations under the agreement.
We believe such outsourcing can lower our administrative expenses and enhance our
management efficiency. Please see “Risk Factors — Risks Relating to Our Business — We
outsource a portion of our service needs to third parties. Failure of these third parties to fulfill
their responsibilities may prevent us from fulfilling obligations to our customers, expose us to
legal liabilities and adversely affect our ability to maintain our growth and may limit our future

success”.
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In addition, we maintain schedules and procedures for routine maintenance, inspections
and repairs. Such schedules and procedures for the maintenance and repairs are established
pursuant to relevant regulations promulgated by the national and local government authorities.
Under such procedures, our coal-fired cogeneration power plant undergoes an overhaul every
three to six years lasting for 15 to 20 days. As a major overhaul requires the adjustment of
power generation, our maintenance is carefully scheduled and coordinated to ensure stable and
safe power generation while minimizing downtime. Overhauls of our coal-fired cogeneration
power plant are generally scheduled during PRC public holidays after prior consultation with

our customers.

Our total maintenance and repairs expenses during the years ended December 31, 2015,
2016 and 2017 were RMB3.2 million, RMB3.9 million and RMB6.6 million, respectively.

AGREEMENTS FOR THE PURCHASE AND SALE OF ELECTRICITY

Agreements for the Purchase of Electricity

We have entered into High-voltage PSAs with Tianjin Electric Power Company Binhai
Branch, which is a local branch of State Grid, for our electricity dispatch and sale business
since 1994. The PSAs primarily provide the detailed technical requirements for electricity
dispatch and sale. The PSAs do not set forth any minimum purchase commitment. The major

terms under the PSAs include:

. Tianjin Electric Power Company Binhai Branch supplies us with three-phase 50 Hz
alternating current of a total volume of 120,000 kVA for our two main power
transformer stations, each of which has a total volume of 60,000 kVA. The voltage

of electricity supplied by Tianjin Electric Power Company Binhai Branch is 35 kV.

. We are not allowed to have back-up power supply equipment installed on our

premises.

. The quality and technical parameters of the electricity supplied shall comply with
the relevant laws and regulations of the PRC.

. The prices are set and adjusted from time to time by competent local governmental
pricing authorities. We are entitled to enjoy the different electricity prices for

different hours. We shall settle the payment on a monthly basis.

. The term of the PSAs is three years and the PSAs are automatically renewed upon

expiry unless objected or amended by either party.

As advised by our PRC Legal Advisers, the PSAs are legally binding. During the Track
Record Period, we did not experience any material breaches of the PSAs.
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Agreements for the Sale of Electricity to State Grid

According to the Electric Power Law of the PRC, a local power plant is required to sell
the electricity it generates to State Grid or its local branch. Thus, in our power generation and
supply business we sell the electricity generated by us to Tianjin Electric Power Company,
which is a local branch of State Grid, in accordance with the PPAs. The major terms under the
PPAs include:

. The quality of electricity sold shall comply with relevant national and industrial
standards.

. We shall follow dispatch instructions from Tianjin Electric Power Company and
operate and maintain our coal-fired cogeneration power plant in accordance with
relevant national and industrial standards.

. The PPAs set out our annual and monthly planned electricity output. Tianjin Electric
Power Company may adjust the annual planned electricity output if the availability
factor of our coal-fired cogeneration power plant is lower than 84.46%. In addition,
the annual planned electricity output may be adjusted by competent government
authorities from time to time. We are required to pay liquidated damages to State
Grid if we fail to fulfill the planned output or our outputs exceed the planned output.
During the Track Record Period, we did not receive any claim from the State Grid
for failing to fulfill the planned output or exceeding the planned output.

. The on-grid tariffs are fixed by competent government pricing authorities, as
adjusted in accordance with policy changes implemented by such authorities. For

13

details, please see “— Pricing — On-grid Tariffs”. Tianjin Electric Power Company

shall pay us the on-gird tariffs on a monthly basis.

. If a party fails to perform its obligations under the PPAs, such party will be liable
for breach of contract, and the other party is entitled to seek damages for losses
arising from such breach.

. The term of the PPAs is one year and both parties shall negotiate the renewal of the
agreement one month before the expiration of its original term in accordance with
typical practice of State Grid. The PPAs are renewed each year during the Track
Record Period.

. The PPAs may be terminated for reasons including but not limited to bankruptcy of
either us or State Grid, revocation of our business license, failure of us to generate
electricity for a period of 120 days or failure of Tianjin Electric Power Company to
purchase electricity for longer than a prescribed period of time.

During the Track Record Period, we did not experience any material breaches of the
PPAs.
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PRICING

In general, electricity selling prices, on-grid tariffs or the prices that we sell electricity to
State Grid, prices of steam, heating and cooling are approved or fixed by relevant national and
local government authorities. We set forth below a brief summary of the pricing policies
applicable to electricity selling prices, on-grid tariffs, prices of steam, heating and cooling

during the Track Record Period.
Electricity Selling Prices

In our electricity dispatch and sale business, we dispatch electricity we purchase from
Tianjin Electric Power Company and sell to our end-users. According to the Provisional
Measures for the Administration of Electricity Selling Prices ( (8 FE(EEHE1THHE) )
issued by the NDRC in 2005, electricity selling prices are determined by the electricity
purchase price, dispatch losses, transmission and dispatch price, and the applicable
governmental fund.

The table below sets forth the average electricity purchase price at which we purchase
electricity from Tianjin Electric Power Company and the average electricity selling prices at

which we sell electricity to our end-user customers during the Track Record Period:

Year ended December 31,

2015 2016 2017

RMB/kWh
Average electricity purchase price'" 0.6719 0.6641 0.6562
Average electricity selling price® 0.8125 0.8070 0.7859

Notes:

(1) Average electricity purchase price equals total cost of purchase of electricity divided by total purchase
volume of electricity in our electricity dispatch and sale business.

(2)  Average electricity selling price equals total revenue generated from electricity dispatch and sale
business divided by total sales volume of electricity in our electricity dispatch and sale business.
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Except for the electricity used by small business, offices and lighting, the electricity
selling prices shall be the unit electricity selling prices plus the basic electricity selling price.
The unit electricity selling prices vary from power sectors and voltages. The table below sets
forth the electricity selling prices approved by the local pricing bureau in September 2016:

Unit Electricity Selling Prices

Power Power Power Basic

Power factor factor factor Power Electricity

factor between between between factor Selling

>0.9  0.89-0.80 0.79-0.7 0.69-0.6 <0.60 Price

(RMB/kVA

(RMB/kWh) per month)

380 V (triple shifts) 0.8550 0.8600 0.8650 0.8700 0.8750 17

380V 0.8650 0.8700 0.8750 0.8800 0.8850 17

10 kV (triple shifts) 0.7590 0.7640 0.7690 0.7940 0.8190 17

10 kV 0.7790 0.7840 0.7890 0.8140 0.8390 17
Electricity for

construction 0.9480 17

Electricity for large

business, offices

and lighting 0.8357 17
Electricity for small

business, offices

and lighting" 0.8557 N/A

Note:

(1)  The electricity for small business, offices and lighting refers to those contracted power load lower than
100 KVA per month.
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Our customers may choose to pay peak hour, rush hour, off-peak hour or low hour
electricity selling prices rather than the unit electricity selling prices. The table below sets forth
the electricity selling prices for different hours approved by the local pricing bureau in
November 2017:

Off-peak
Peak hour  Rush hour hour Low hour Basic
electricity electricity electricity electricity electricity

selling selling selling selling selling
prices” prices® prices® prices” price
(RMB/kVA
(RMB/kWh) per month)
Industrial Electricity
Lower than 1 kV® 1.4009 1.2735 0.8405 0.4405 17
1 kV - 10 kV® 1.1204 1.0185 0.7195 0.4385 17
Above 35 kV® 1.1182 1.0165 0.7175 0.4365 17
Electricity for large
business, offices and
lighting
Above 100 kV® - 1.0852 0.7935 0.5386 17
Below 100 kV® - 1.1878 0.8167 0.5393 17
Notes:

(1)  Peak hour electricity selling prices refer to (i) the industrial electricity price between 9:30 — 11:30 from
July 1 to September 30 each year; and (ii) the electricity prices for large business, offices and lighting
between 10:00 — 11:00 and 19:00 and 21:00 from July 1 to September 30 each year.

(2)  Rush hour electricity selling prices refer to (i) the industrial electricity price between 8:30 — 9:30 and
18:00 — 23:00 from July 1 to September 30 each year; (ii) the electricity prices for large business, offices
and lighting between 8:00 — 10:00, 18:00 — 19:00 and 21:00 — 23:00 from July 1 to September 30 each
year; and (iii) the electricity prices for industrial use, large business, offices and lighting between 8:00
— 11:00 and 18:00 — 23:00 from October 1 to June 30 of the following year.

(3)  Off-peak hour electricity selling prices refer to (i) the industrial electricity price between 7:00 — 8:30
and 11:30 — 18:00 from July 1 to September 30 each year; (ii) the electricity prices for large business,
offices and lighting between 7:00 — 8:00 and 11:00 — 18:00 from July 1 to September 30 each year; and
(iii) the electricity prices for industrial use, large business, offices and lighting between 7:00 — 8:00 and
11:00 — 18:00 from October 1 to June 30 following year.

(4)  Low hour electricity selling prices refer to the electricity prices for industrial use, large business, offices
and lighting between 23:00 — 7:00 for the whole year.

(5)  Refers to the capacity of the receiving transformer.

Any changes to electricity selling prices in the future as a result of policy changes adopted
by the NDRC and local pricing authorities in the PRC will affect our revenue from our

electricity dispatch and sale business.
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On June 30, 2016, the General Office of the NDRC issued the Circular on Improving the
Implementation Methods for Base Power Price for Consumers Subject to Two-tier Power
Pricing System ( CBiA 56 & M il 7508 H P AR T 7 XA A1) ). On July 25, 2016,
the local counterpart of the NDRC in Tianjin issued implementation rules, which may affect the
basic electricity selling prices we charge our end-user customers. Please see ‘“Regulatory
Overview” for more details. Such new rules allow our end-user customers to apply for, at their
option, a new measurement method of basic electricity selling price based on their estimated
maximum volumes, which may be less than the other option, namely, fixed basic electricity
selling price measurement based on capacity of the receiving transformer. However, for a
customer who chooses to pay for basic electricity selling price based on its estimated maximum
volume, the basic electricity selling price will double for any consumption which exceeds the
estimated maximum volume by more than 5%. As of the Latest Practicable Date, one of our
customers had applied for such new measurement of basic electricity selling price. Since
January 1, 2017, the basic electricity selling prices we charge such customer have been based
on its estimated maximum volume. For the year ended December 31, 2017, the sum of basic
electricity selling prices we charge such customer would be approximately RMB1.0 million
higher if the basic electricity selling prices had been charged based on capacity of the receiving
transformers. Our Directors do not believe these new rules will have a material adverse impact
on our business and results of operations.

On-grid Tariffs

On-grid tariffs refer to the prices at which a power plant sells the electricity it generated
to State Grid. In our power generation and supply business, we sell the electricity generated by
us to Tianjin Electric Power Company, who in turn sells electricity to its end-users. The
Electric Power Law of the PRC, which came into effect in 1996, sets forth the general
principles for setting the power tariffs. The on-grid tariffs shall provide a reasonable
compensation for the cost of electricity generation and a reasonable return on the investment
in power plant, in order to fairly share expenses and promote the construction of more power
plants. The on-grid tariffs for the planned output and excess output are subject to review and
approval by the NDRC and the provincial pricing bureaus.

According to the Provisional Measures for the Administration of On-grid Tariffs ( {4
EEEEITHHEL) ) issued by the NDRC in 2005, the on-grid tariffs for coal-fired
cogeneration power plants are determined by the provincial pricing bureau. The current on-grid
tariff setting mechanism for coal-fired cogeneration power plants is based on the duration of
operation of the power plants, reasonable costs and returns and value-added taxes. The NDRC
reviews and approves the on-grid tariffs for coal-fired cogeneration power plants from time to
time and adjusts the tariffs should there be material changes, such as a substantial increase in
the price of coal. In December 2015, the NDRC issued the Notice on Improving Coal-
electricity Price Linkage Mechanism (B 5% 3 45 56 8 RS Wik 0 A6 1) A BR S JE A28 0D ),
which became effective on January 1, 2016 and allows for on-grid tariff adjustments annually
if the price of standard coal increased by more than RMB30.0 per ton during the previous year.
The benchmark coal price is based on the average China Thermal Coal Index in 2014. Any such
tariff adjustment will be capped when the accumulated coal price change exceeds RMB150.0
per ton during any year.
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In recent years, the NDRC and local pricing bureaus have implemented measures to adjust
the on-grid tariffs. The following table sets forth the historical on-grid tariff changes (including
VAT):

Year On-grid Tariff Changes

October 2013 The Tianjin NDRC decreased the on-grid tariff for coal-fired
power plant by RMBO0.0135 per kWh and increased government
subsidy by RMB0.002 per kWh for de-nitration and de-dusting
systems, respectively.

September 2014 The Tianjin NDRC decreased on-grid tariff for coal-fired power
plant from RMBO0.4103 per kWh to RMB0.4049 per kWh in
order to promote the installation of de-nitration and de-dusting
systems. The provincial branches of State Grid shall provide a
compensation of RMBO0.01 per kWh and RMBO0.002 per kWh for

de-nitration and de-dusting systems, respectively.

April 2015 The Tianjin NDRC decreased the on-grid tariff for coal-fired
power plant by RMBO0.0234 per kWh. The on-grid tariff for
power plant with ultra-low emission was increased by RMB0.01
per kWh.

January 2016 The Tianjin NDRC decreased the on-grid tariff for coal-fired
power plant by RMB0.0301 per kWh.

July 2017 The Tianjin NDRC increased the on-grid tariff for coal-fired
power plant by RMB0.0141 per kWh.

For the years ended December 31, 2015, 2016 and 2017, the average on-grid tariff
(excluding VAT) for our coal-fired cogeneration power plant was RMB0.3345 per kWh,
RMBO0.3003 per kWh and RMBO0.3063 per kWh, respectively.

Any changes to the on-grid tariffs in the future as a result of policy changes adopted by
the NDRC and local pricing authorities in the PRC will affect our revenue from the sale of
electricity to State Grid.

Prices of Steam, Heating and Cooling

The prices for steam, heating and cooling at which we sell to our end-user customers are
set and adjusted by competent local pricing bureaus. In 2008, Tianjin Port Free Trade Zone
Pricing Bureau issued a notice to increase the prices of steam and heating for non-residential
end-users. According to the notice, the price of steam (inclusive of VAT) was increased to
RMB170 per ton. In 2012, Tianjin Port Free Trade Zone Pricing Bureau further increased the
price of steam (inclusive of VAT) to RMB204.0 per ton for non-residential end-users.
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The price of heating varies according to different measurement methods. In 2008, the
price of heating for non-resident end-users as measured by supply area increased to RMB9.35
per m” per month. The price of heating as measured by supply quantity equals to 60% of the
price as measured by supply area plus RMBO0.1526 per kWh for actual amount of heating
consumed.

In 1993, Free Trade Zone Administrative Committee issued a notice to set the price of
cooling. The price of cooling as measured by supply area was set at RMB14.5 per square meter
per month.

Any changes to such prices of steam, heating and cooling in the future as a result of policy
changes adopted by the local pricing authorities in the PRC will affect our revenue from the
sale of steam and heating and cooling. For details, please see “Risk Factors — Risks Relating
to Our Industry — Electricity purchase prices from State Grid are set based on regulatory
guidance and regional demand for electricity, and changes in these factors may materially and
adversely affect our results of operations”.

For details of the policies regarding electricity prices and on-grid tariffs, please see the
section headed “Regulatory Overview”.

LICENSES, PERMITS AND APPROVALS
Licenses and Permits

We are required by relevant PRC laws and regulations to obtain various licenses and
permits for our operations. The table below sets forth the key licenses and permits we hold for
our business operation:

Term

License/Permits Issuance Authority

Electric Power Business From April 6, 2016 to

April 5, 2036

North China Energy

Certification (Electricity Regulatory Bureau of

Generation) (78 J1 557
Al RE (BEEH))

Tianjin Municipal Heating
Supply License
(CRHETT BEBATT T 78)

Electric Power Business
Certification (Electricity
Dispatch) (7 /12553 v]
A5 (HEFERT))

From March 29, 2017" to
March 28, 2019

From June 23, 2017 to
June 22, 2037
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License/Permits

Term

Issuance Authority

Business License

(BRI

Certification of
Installation, Repair and
Test of Electric Power
Facilities (FR#E(15,5t)
IR P )

Qualification Certificate
for Construction
Enterprises
(Transmission and
Transformer Engineering
Professional Contractor
Third Class)

(R EEHEFE)
(5 78 TR B 2R =
)

Safety Production Permit

(A F AL

Urban Drainage License

(Il Ty PR 7K AT )

Pollutant Discharge Permit

(BEV5 7T 3%)

From October 19, 1992

From February 2, 2013 to
February 1, 2019

From May 4, 2017 to
August 23, 2021

From July 30, 2017 to
July 30, 2020

From December 20, 2016
to December 19, 2021

From June 13, 2017 to
June 12, 2020
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Tianjin Pilot Free Trade
Zone Administration
Bureau for Market and
Quality (KM HHE S
il [ T B AV R
31 H)

State Electric Power
Supervision Commission
Huabei Sub-Bureau ([
ZENEEEZREGEILE
B )

Tianjin Municipal Urban-
Rural Development
Commission (KT
MR ZEE)

Tianjin Municipal Urban-
Rural Development and
Communication
Commission (KT
AR EE BE)

Free Trade Zone
Administrative
Committee

Tianjin Municipal
Environmental
Protection Bureau

(R BB PR Je) )
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License/Permits Term Issuance Authority
Food Business License From February 22, 2018 to  Tianjin Binhai New
(B 8858 ] 78) February 21, 2023 District Bureau for

Market and Quality
(R T 7 ¥ 0 [ T 35 1
HEEEEHR)

Note:

(1)  Tianbao Thermal used to hold this license prior to the Business Combination and we applied for a new
license under our name upon completion of Business Combination on December 31, 2015.

During the Track Record Period, we commenced electricity, steam, heating and cooling
generation operations as well as electricity dispatch operations prior to obtaining the necessary
licenses which we believe is common in practice due to the lapse involved in the issuance of
such licenses by the relevant authorities. Please see “— Legal Proceedings and Compliance —
Compliance-related Matters” and “Risk Factors — Risks Relating to Our Business — Our
operations in Tianjin Port Free Trade Zone (Seaport) are extensively regulated by and subject
to inspections and examinations by relevant PRC regulatory authorities”. Based on (i) our PRC
Legal Advisers’ understanding of the Provision on the Administration of the Electric Power
Business Permit ( (& JJZEHFFo] & HMABIE) ) which does not specifically require an
electricity dispatch and sale operator with the business model of purchasing electricity from the
State Grid for subsequent sales to industrial and commercial end-users to obtain the Electric
Power Business Certification (Electricity Dispatch) (& JJZERFF AT (EES)), (i) our
consultation with the North China Energy Regulatory Bureau of National Energy
Administration of the PRC (B ZKgeJ§ )5l B4 /%)) on January 19, 2017 which advised that
it was aware of our electricity dispatch and sale operations and recognized that our electricity
dispatch and sale operations prior to October 8, 2016, which was the date when the Measures
for the Administration of Orderly Lifting the Control of Dispatch Grids ( {7t BARL FEAZE
B L) ) and the Administrative Measures for Access and Withdrawal of Electricity Sale
Companies ( (5B AMEA SR B EIEHEL) were issued, were considered “commercial
activities” and (iii) the fact that we did not receive any notice from any relevant PRC authority
to obtain the Electric Power Business Certification (Electricity Dispatch) (& /] ZEH5 5T I ws (it
#%)) since we commenced our electricity and sale operations, our PRC Legal Advisers have
advised us that, prior to October 8, 2016, no specific PRC laws and regulations required us to
hold the Electric Power Business Certification (Electricity Dispatch) (7 JJ 3557 n] &6 (L&
%)) for our electricity dispatch and sale operations.

Project Approval Process

Pursuant to resolutions passed by the Tenth National People’s Congress in March 2003,
the NDRC was formed to replace the former State Development and Planning Commission and
assumed its authority over the review and approval of major new power plants and to set
on-grid tariffs in accordance with applicable laws. In July 2004, the State Council issued
further guidance on approval requirements for different types of power plants. For example,
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coal-fired thermal power projects shall be approved by the investment administrative
department of the State Council, while other thermal power projects shall be approved by the
investment administrative department of local governments.

SUPPLIERS

Electricity Supplier

In our electricity dispatch and sale business, our sole electricity supplier is Tianjin
Electric Power Company Binhai Branch, which is a local branch of State Grid. For the three
years ended December 31, 2015, 2016 and 2017, our cost of purchase of electricity amounted
to RMB187.0 million, RMB170.9 million and RMB176.4 million, representing 48.4%, 49.1%
and 44.8% of our total cost of sales, respectively.

Coal and Water Suppliers

In our power generation and supply business, our suppliers of raw materials include
primarily our coal suppliers, and to a lesser extent, our water suppliers. We do not rely on any
particular coal supplier for our coal procurement because the coal market is highly competitive
and transparent market. During the Track Record Period, we conducted nine to 11 biddings
each year for the selection of our coal suppliers. We purchased the coal we used in our
coal-fired cogeneration power plant from five, four and five suppliers during the years ended
December 31, 2015, 2016 and 2017, respectively. One of our coal suppliers in 2015 and 2016
was our related party, which accounted for 23.8% and 21.0% of our coal purchases for the same
periods, respectively. Please see “Connected Transactions — II. Non-Exempt Continuing
Connected Transactions”. Our coal suppliers generally grant us a credit period of 90 days.

In our power generation and supply business, we primarily procure fresh water from a
related party of us. Please see “Connected Transactions — II. Non-Exempt Continuing
Connected Transactions”. Since September 2016, we also procured recycled water from an
independent third party. During the three years ended December 31, 2015, 2016 and 2017, our
cost of purchase of water amounted to RMB10.5 million, RMB8.4 million and RMB6.2
million, representing 2.7%, 2.4% and 1.6% of our cost of sales, respectively.

Outsourced Service Providers

We outsource some of our operation and maintenance service needs for our coal-fired
cogeneration power plant, including daily operations, routine maintenance, regular inspections
and repair work for our four boilers, two backpressure turbines and auxiliary equipment, and
desulphurization, denitration and de-dusting systems, to third-party professional service
providers. During the Track Record Period, our major third-party professional service
providers included a reputable power plant operator located in Shanxi Province and a
professional service provider of desulphurization and de-dusting systems. Our own staff carries
out regular oversight of the work undertaken by our third-party professional service providers,
and ensures that the work is being conducted in line with the standards we establish. For the
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years ended December 31, 2015, 2016 and 2017, our cost of outsourcing operations amounted
to RMB18.4 million, RMB15.9 million and RMB16.6 million, representing 4.8%, 4.6% and
4.2% of our cost of sales, respectively.

Electrical Component Suppliers

We are a regional distributor of a well-known global low-voltage switch producer in
Tianjin. We distribute low-voltage switches we procured from such producer to our customers
in Tianjin. We also procure other types of electrical components from our suppliers for

subsequent trading.

Five Largest Suppliers

For the years ended December 31, 2015, 2016 and 2017, purchases from our five largest
suppliers collectively accounted for approximately 74.9%, 77.1% and 76.2% of our total
purchases during the same periods, respectively, and purchases from our largest supplier
accounted for approximately 55.7%, 57.4% and 50.2% of our total purchases, respectively.
Tianjin Electric Power Company Binhai Branch was our largest supplier during each of the
years ended December 31, 2015, 2016, and 2017. Our five largest suppliers during the Track
Record Period also included the aforementioned well-known global low-voltage switch
producer, coal suppliers and an outsourced operation and maintenance service provider. Except
that one of our coal suppliers which was among our five largest suppliers in 2016 and was our
related party, our five largest suppliers during the Track Record Period were independent third
parties. We have had relationships with our five largest suppliers during the Track Record
Period for approximately one to 25 years as of the Latest Practicable Date. As of the Latest
Practicable Date, none of our Directors, their close associates or any shareholder (who to the
knowledge of our Directors owns more than 5% of our share capital) has any interest in any

of our five largest suppliers.

CUSTOMERS

Customers of Power Generation and Supply Business

Electricity Customer

We are required by the Electric Power Law of the PRC to sell all of our self-generated
electricity to the State Grid or its local branch, except for a small amount for our own use.
Thus, Tianjin Electric Power Company, which is a local branch of State Grid, is our sole
customer of the electricity generated by us. During the three years ended December 31, 2015,
2016 and 2017, sales of our electricity to Tianjin Electric Power Company amounted to
RMB22.6 million, RMB20.0 million and RMB20.7 million, contributing 11.1%, 10.9% and

11.2% of the revenue of our power generation and supply business, respectively.
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Steam, Heating and Cooling Customers

Our steam, heating and cooling customers are companies located in Tianjin Port Free
Trade Zone (Seaport) and its vicinity in various industries, including grain and oil, storage and
logistics, mechanical manufacturing, electronics manufacturing and chemical engineering. For
the year ended December 31, 2016, we supplied steam to 43 customers, heating to 61 customers
and cooling to 13 customers. For the year ended December 31, 2017, we supplied steam to 44
customers, heating to 71 customers and cooling to 13 customers.

Customers of Electricity Dispatch and Sale Business

The customers of our electricity dispatch and sale business are companies located in
Tianjin Port Free Trade Zone (Seaport) in various industries, including grain and oil, storage
and logistics, mechanical manufacturing, electronics manufacturing and chemical engineering.
For the years ended December 31, 2016 and 2017, we had dispatched and sold electricity to a
total of 140 customers and 146 customers, respectively.

Customers of Other Businesses

The customers of our other businesses are companies located in Tianjin Port Free Trade
Zone (Seaport), Tianjin Airport Economic Zone and central Tianjin. For the year ended
December 31, 2016, we provided power facility construction services and industrial facility
operation and maintenance services to 60 customers and sell electrical components to 65
customers. For the year ended December 31, 2017, we provided power facility construction
services and industrial facility operation and maintenance services to 57 customers and sell
electrical components to 37 customers.

One of our suppliers for electrical components is also one of our major customers for
low-voltage switches produced by the aforementioned well-known global low-voltage switch
producer. We purchased other types of electrical components from it during the Track Record
Period. For the years ended December 31, 2015, 2016 and 2017, it accounted for 2.2%, 2.4%

and nil of our total purchases and 1.0%, 3.1% and 4.1% of our revenue, respectively.

Five Largest Customers

For the years ended December 31, 2015, 2016 and 2017, sales to our five largest
customers collectively accounted for approximately 43.8%, 47.7% and 45.4% of our total
revenue during the same periods, respectively, and sales to our largest customer accounted for
approximately 19.3%, 22.3% and 20.5% of our total revenue, respectively. Except for Tianjin
Electric Power Company, our five largest customers during the Track Record Period were
industrial and commercial customers for our electricity and steam. We also provided power
facility construction services or industrial facility operation and maintenance services or sell
electrical components to some of these customers. Our five largest customers during the Track
Record Period were independent third parties. We have had relationships with our five largest
customers during the Track Record Period for approximately two to 15 years as of the Latest
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Practicable Date. As of the Latest Practicable Date, none of our Directors, their close associates
or any shareholder (who to the knowledge of our Directors owns more than 5% of our share

capital) had any interest in any of our five largest customers.

EMPLOYEES

As of December 31, 2017, we had 71 employees. The following table sets forth the
number of employees for each of our areas of operations as of December 31, 2017.

Number of  Percentage of

Function Employees Total
Management, administrative and finance 18 25.3%
Marketing 11 15.5%
Procurement 4 5.6%
Engineering and technology 38 53.6%
Total 71 100.0%

During the three years ended December 31, 2015, 2016 and 2017, we incurred staff costs
(including salaries, benefits and allowances) of RMB24.3 million, RMB17.8 million and
RMB19.5 million, respectively.

We have implemented a number of initiatives in recent years to enhance the productivity
of our employees. We conduct periodic performance reviews for all of our employees and their
salaries and bonuses are performance-based. Our Directors believe that these initiatives have
contributed to increased employee productivity.

We place significant emphasis on staff training and development. We invest in continuing
education and training programs for our management personnel and other employees with a
view to constantly enhancing their skills and knowledge. Our staff training is either conducted
internally by our management and various department heads or conducted by external trainers.
We want to ensure that our staff remains equipped with the necessary skills to stay relevant in
their respective areas of work as this in turn helps our Company to maintain our

competitiveness.

We believe we maintain a good working relationship with our personnel. During the Track
Record Period, we did not experience any strikes or significant labor disputes which have
materially affected our business, financial condition or results of operations.

Our employees are unionized in accordance with local labor laws. As of the Latest
Practicable Date, we have not experienced any major labor disputes or other labor disturbances
that have interfered with our operations.
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During the Track Record Period, we have also employed individuals from third party
human resource companies (the “Dispatched Employees”). Please see “— Legal Proceedings

and Compliance — Compliance-related Matters” for more details.
COMPETITION

The power generation market of the PRC is relatively concentrated and according to the
Ipsos Report, the top three players together accounted for approximately 51.4% of the market
share in terms of revenue in 2016. We, as the only power operator in Tianjin Port Free Trade
Zone (Seaport), do not face substantial competition to our current operation in the region.
According to the Administrative Measures for Cogeneration ( (EAFEH A B ML) ) issued
by the NDRC, the NEA, the MOF, the MOHURD and the MEP on March 22, 2016, the PRC
government in principle will not approve new cogeneration unit within an area where steam
and heating demand can be satisfied by an existing cogeneration plant in that particular area.
Therefore, we believe we enjoy a competitive advantage to sell steam and heating within that
area, namely an area within a 10 km radius of the cogeneration plant. There are certain barriers
to entry into the cogeneration industry, including the ability to acquire steam customers,
financial capability and industry experience. Challenges to industry participants are mostly
related to the regulatory environment of the power industry. In particular, changes in
government policies may significantly impact the power industry. According to the Measures
for the Administration of Cogeneration, the PRC government will strictly enforce the
environmental protection measures for newly established coal-fired cogeneration power plants
and require the pollutant emission to meet the ultra-low emission standards. For details, please
see “Risk Factors — Risks Relating to Our Industry — Regulatory reform of the PRC power
industry may affect our business”.

RISK MANAGEMENT AND INTERNAL CONTROL

We have established comprehensive risk management and internal control systems
through which we monitor, evaluate and manage risks related to safety, financial matters,
market development, capital management, human capital and other matters that we are exposed
to in our business activities. Our risk management systems are primarily composed of our
President and our Risk Control Department. We plan to review and refine our risk management
system every year based on changes to our business. Our senior management oversees our risk
management systems and evaluates the results of our annual risk assessment. Our risk
assessment is conducted by a number of risk management departments within us and our
subsidiaries. These departments conduct monthly evaluations and regular (generally every
month) risk supervisory controls, and report to senior management about any material issues,
as they are identified, in a timely manner. We have approximately 40 experienced team
members in our risk management system, and the senior risk team members have substantial

experience related to power plant operations, construction, and oversight of our risk
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management and evaluation. Our risk management personnel conduct trainings every year in
order to enhance our overall risk management ability and knowledge. We set forth the major

internal control policies we have adopted below:

. Budget control: we have a budget control committee to prepare and implement the
annual budget. Our Board of Directors approves the annual budget. The annual
budget includes revenue targets, government subsidy targets, cost and expense
budget and investment budget.

. Operation activities analysis: we hold quarterly analysis meeting for our power
generation, operation and investment activities. The analysis focuses on operating
goals, operating status, economic environment, and measures and proposals.

. Financial reimbursement and approval control: the financial reimbursement and
approval shall comply with annual and monthly budget. Any expense beyond the
annual or monthly budget shall be approved in accordance with our policies.

. Credit and borrowing control: our credit and borrowing activities are controlled by
the chief financial officer and are approved in accordance with our policies. Any
credit or borrowing beyond the monthly budget shall be adjusted next month to meet
the annual budget. Any credit or borrowing beyond the annual budget shall be
approved in accordance with our policies.

. Compliance officer: we entered into an outsourcing service agreement with an
accounting firm in May 2017, pursuant to which such accounting firm will provide
risk management, internal audit and compliance control services to us. The
agreement is for a term of one year. The accounting firm has stationed a full-time
employee in our office to oversee our licensing and other legal compliance related
matters. This outsourced compliance officer is a qualified accountant in the PRC and
has nearly 20 years of experience in financial management and auditing. She will
conduct compliance inspections at least twice a year to ensure all certifications and
licenses which are required for our operations have been obtained and timely
renewed and report findings, if any, to the Board. In addition, the compliance officer
will be responsible for compiling reports or proposals regarding any non-compliance
issues that may arise and submit such reports or proposals to our Board for
consideration and record. Our Board will convene quarterly to review and discuss
such issues and extraordinary meetings may be convened as and when necessary.
The compliance officer will also be responsible for closely monitoring any updates
to applicable laws and regulations. We pay a service fee to the accounting firm,
which, in turn, is responsible for paying the outsourced compliance officer’s

compensation and benefits.
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INTELLECTUAL PROPERTY

We have registered the trademarks “ Q “TBDL” and “ ¢ ” with the Trademark
Office of the State Administration for Industry & Commerce of the PRC for a number of
services and uses. Our Controlling Shareholder, Tianbao Holding, has licensed the trademark
“T&B” to us for free from August 18, 2017 to August 17, 2037 and the trademarks
“TIANBAOQO”, “ 55 ” and “FKARE” to us for free until August 17, 2037.

As of the Latest Practicable Date, we held 20 patents and 6 copyrights granted in the PRC
that are material in relation to our Company’s business. For further details of the intellectual
property of our Company, please see “Appendix VII — Statutory and General Information” of

this Prospectus.
LABOR, HEALTH AND SAFETY COMPLIANCE

The laws and regulations of the PRC applicable to us in relation to labor and safety are
the Labor Law of the PRC ( ("3 A\ RILFIE25H)%) ), the Labor Contract Law of the PRC
( (e N RILFAE 25 8) 5 7]7%) ), the Regulations on Work-related Injury Insurance ( { T15
PRBAsA5]) ), the Social Insurance Law of the PRC ( {#EANRILFB A& LRFRIE) ), the
Provisional Regulations on the Collection of Social Insurance Premiums ( & {R b 2 00
17141 ), the Safe Production Law of the PRC ( H# A\ RILFNE Z 247 1%) ), regulations
issued by the former SERC, including the Regulations on the Supervision and Administration
of the Electric Power Industry ( {7 /B %%1) ) and the Measures on the Supervision and
Administration of Safe Production of Electric Power ( & J)j %24 WA S M IHEL) ) and
various implementation rules on safe production issued by local governments. We have
maintained a relatively clean safety record without the occurrence of any major work-related
injuries and save as disclosed in “— Legal Proceedings and Compliance — Compliance-related
Matters”, our operations are in compliance with the current applicable labor laws and safety
regulations.

Our labor policies with respect to social insurance, salaries and vacations for employees
are in compliance with applicable laws and regulations in all material respects. We closely
monitor the issuance of new laws and regulations. Furthermore, we provide safety and
labor-related training to all of our employees and keep the training records to promote safety
awareness. The safety supervision department oversees all employees to ensure they are in
compliance with all internal safety instructions. In accordance with applicable PRC laws and
regulations, we have made full contributions to social security insurance funds (including
pension plans, medical insurance, work-related injury insurance, unemployment insurance, and

maternity insurance) and housing funds for our employees.

As of the Latest Practicable Date, we have complied with all statutory social insurance
and housing fund obligations applicable to us under PRC laws and regulations in all material
aspects and were not subject to any fines or administrative actions due to non-compliance with
any relevant regulations. We did not experience any material incidents at our coal-fired

cogeneration power plant during the Track Record Period.
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ENVIRONMENTAL COMPLIANCE

We are subject to national and local environmental protection regulations in the PRC. The
main PRC environmental protection laws and regulations applicable to our coal-fired
cogeneration power plant’s operation include the Environmental Protection Law of the PRC
( (pEE N RILABEER R (R 3#7%) ), the Law of the PRC on the Prevention and Control of Air
Pollution ( €3 A\ R ILANEY K575 4eBiiiR%) ), the Law of the PRC on the Prevention and
Control of Water Pollution ( (% A\ RILFNE KI5 YLBhIAIE) ), the Law of the PRC on
Environmental Impact Appraisal ( (1% A\ RILFIH IR 2EEFMEE) ) and the Provisional
Regulations on Control of Pollutant Discharge Permit ( {PEi5#Frl s E I ITHIE) )

Emission Standards

In the power generation process, a power plant discharges waste water and emits air
pollutants, such as SO,, NO, and smoke. We have installed CFB boilers and desulphurization
and de-dusting systems in our coal-fired cogeneration power plant to reduce the emission of air
pollutants and other pollutants. According to Emission Standard of Air Pollutants for Thermal
Power Plants ( KBRS R PEIERE) ) (GB13223-2011) issued by the MEP in 2011
and The Letter to Clarify the Implementation of the Air Pollutant Emission Standard of the
Coal-Fired Boilers of Tianbao Thermal ( B BIHE R K AR BTE A BRA 5K S0 08 301 7 40 e
KRG RV PEAEAER K1) ) issued by the local MEP on January 4, 2015, the standards of
emission of SO, NO, and smoke are 50 mg/m>, 100 mg/m> and 20 mg/m>, respectively.
According to the Full-scale Implementation Plan of the Standards of Ultra-Low Emission and
Energy-saving Equipment Upgrade for Coal-Fired Power Plants ( 4 Tf B it A b 76 OB K PE
R ER BECEE TAE /72D ) jointly issued by the MEP, the NDRC and the NEA in December
2015, the standards of ultra-low emission of SO, NO, and smoke are 35 mg/m>, 50 mg/m> and
10 mg/m?®, respectively. During the years ended December 31, 2015, 2016 and 2017, our
average level of emission of SO, NO, and smoke were 11.49/39.14/8.42 mg/m?,
12.83/35.67/6.07 mg/m> and 8.91/31.69/3.93 mg/m>, respectively. Thus, our coal-fired
cogeneration power plant has met the ultra-low emission requirements set forth by the relevant
national and local authorities.

During the three years ended December 31, 2015, 2016 and 2017, our total environmental
compliance costs were approximately RMBO0.2 million, RMBO0.2 million and RMBO0.5 million,
respectively.

We believe that we have implemented adequate environmental protection systems and
facilities in our coal-fired cogeneration power plant for complying with applicable national and
local environmental protection regulations in the PRC.

Based on our consultation with the Tianjin Port Free Trade Zone Municipal Management
Bureau (KU PR 73K T4 34 /%) on March 9, 2017, September 20, 2017 and March 27, 2018
and the inspection of relevant environmental licenses and permits, our PRC Legal Advisers had
confirmed that as of the Latest Practicable Date, save as disclosed in “ — Legal Proceedings and
Compliance — Compliance-related Matters”, we have obtained all material licenses for
environmental compliances. As a result, all environmental laws and regulations applicable to
us have been complied with in all material respects.
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PROPERTIES

Owned Properties

As of December 31, 2017, we owned and held nine parcels of land with a total site area
of 58,046.6 square meters and nine buildings, with a total gross floor area of 34,795.0 square

meters for our power facilities, warehouses and offices.

Our corporate headquarters are located at No. 35, Haibin No. 8 Road, Tianjin Port Free
Trade Zone, Binhai New District, Tianjin Municipality, China.

As advised by our PRC Legal Advisers, we have obtained the land use rights certificates
for all of our land parcels and building ownership certificates for all of our buildings or places

where our operations are housed or staffed.

Leased Properties

As of December 31, 2017, we leased and occupied one property with a gross floor area
of 110 square meters for premises of our offices and warehouses. These properties are leased

from an independent third party.

INSURANCE

There are limitations on the amounts and types of insurance commercially available to
cover losses that might arise in connection with our operations. Consistent with what we
believe to be market practice in the PRC, our coal-fired cogeneration power plant does not
carry business interruption insurance to cover lost profit caused by business interruption. In the
event of a loss, terms and amounts of insurance and reinsurance available might not be
adequate to cover claims and other expenses incurred. To mitigate the potential for prolonged
outages or extensive property damages at our power generating facilities, we maintain loss
prevention and loss control personnel to implement a combination of PRC and international
best practices. For details, please see “Risk Factors — Risks Relating to Our Business — The
operations of our power generation and supply and electricity dispatch and sale businesses and
provision of power facility construction services and industrial facility operation and
maintenance services may be adversely affected by operational risks, which could result in lost

revenue, increased maintenance costs and potential liability to our customers”.

We contribute social security insurance on behalf of our employees in accordance with
applicable PRC laws, rules and regulations. We plan to purchase directors’ and officers’
liability insurance prior to the Listing. Based on our operational requirements, our Directors
believe that our existing insurance coverage is adequate. However, to be more consistent with

industry norm, we plan to purchase property insurance by the end of 2017.
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AWARDS AND RECOGNITIONS

Our Company has received various awards and recognitions in the PRC. Some of the
representative awards and recognitions are set out below:

Year Awards/Certificate Awarding Bodies
2016 2016 Work Safety Advanced Unit Tianjin Port Free Trade Zone &
(20164 FE % A g e HE LA Tianjin Airport Economic Zone

Work Safety Commission

(REE AT ~ K22 AL

LRERELZEE)
2016 Tianjin Safety and Culture Tianjin Municipal Work Safety
Demonstration Enterprise Management Association
(RE 22 AL R fE R 2E) (Rt Z 2 EE e
2015 2014 Work Safety Advanced Unit Tianjin Port Free Trade Zone &
(20144 FF % A g e E L) Tianjin Airport Economic Zone

Work Safety Commission

R ORI - R 22 T KR

LREEZEE)
2015 2014 Safety and Culture Administration of Work Safety of
Demonstration Enterprise of Tianjin Binhai New District
Tianjin Binhai New District (RIEE L)
(20147813 i 22 22 3L @ iR
13)
2013 2012 Work Safety Outstanding Tianjin Port Free Trade Zone &
Enterprise Class A Tianjin Airport Economic Zone
(20125 P2 2 1 FE ASRAE T5 2 Work Safety Commission
R ORB I~ R 22 1 K7
LRERELZEE)
2013 Work Safety and Standardization State Administration for Work Safety
Second-Class Enterprise (B R 22 s BB PR R
(LR AL AR
2013 GB/T 19001-2008/ISO 9001:2008 Huaxia Certification Center Inc.
GB/T 50430-2007 CER R LA RRA )

LEGAL PROCEEDINGS AND COMPLIANCE

As of the Latest Practicable Date, we were not involved in any litigation, arbitration or
administrative proceedings that, individually or in the aggregate, could have a material adverse
effect on our business, financial condition or results of operations. In addition, we have not
been involved in any litigation or arbitration proceedings pending or threatened against us or
any of our Directors that, individually or in aggregate, could have a material adverse effect on
our business, financial condition or results of operations.

Our Directors, as advised by our PRC Legal Advisers, confirm that save as disclosed
below, as of the Latest Practicable Date, we were in compliance with all relevant PRC laws and
regulations in all material respects and had obtained all material permits and licenses required
for our operation in the PRC.
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BUSINESS

Internal Control Measures to Ensure Future Compliance

In accordance with the applicable PRC and Hong Kong laws and regulations, we have

implemented measures with a view to establishing and maintaining our internal control system,

including monitoring of operational processes, the establishment of risk management policies

and compliance with applicable laws and regulations. In particular:

(1)

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

our Directors have attended trainings conducted by our Hong Kong legal adviser on
the ongoing obligations, duties and responsibilities of directors of publicly listed
companies under the Companies Ordinance, the SFO and the Listing Rules and the
Directors are fully aware of their duties and responsibilities as directors of a listed
company in Hong Kong. Our Directors will also attend regular legal and compliance
trainings provided by our legal advisers or other qualified professional parties after
the Listing;

we have instituted procedures for lines of communication and provided a process by
which our employees can identify and report potential non-compliance exposures;

we have appointed Orient Capital (Hong Kong) Limited as our compliance adviser
pursuant to Rule 3A.19 of the Listing Rules to ensure that, among other things, we
are properly guided and advised as to compliance with the Listing Rules and all
other applicable laws, rules, codes and guidelines;

we have established an audit committee which comprises three independent
non-executive Directors. The audit committee has also adopted its terms of
reference which set out clearly its duties and obligations for ensuring compliance
with the relevant regulatory requirements. In particular, the audit committee is
empowered under its terms of reference to review any arrangement which may raise
concerns about possible improprieties in financial reporting, internal control or
other matters;

we have established policies and procedures to monitor license and permit
applications and renewals. In addition, we have engaged an outsourced full-time
compliance officer to oversee our licensing and other legal compliance related
matters and closely monitor any updates to applicable laws and regulations. Please
see “— Risk Management and Internal Control” for more details;

we have established policies and procedures to review and document all title
documents of any properties we use;

we have established a risk control department headed by Ms. Fang Wei, our
executive Director and secretary to the Board, which reports directly to the Board
to take prompt action should any deficiency is identified; and

we will engage external PRC legal adviser(s) to do periodic review on all
compliance measures and advise on PRC compliance matters when necessary.
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We have engaged an independent internal control consultant for a long-form report on our
internal controls over the financial reporting. The internal control consultant performed a
review between December 2016 and January 2017 and a follow-up review in March 2017.
Based on the findings and recommendations identified by the internal control consultant, we
have made improvements in matters relating to our internal control and risk management,
including but not limited to controls in relation to the identification, reporting and remediation
of fraud or non-compliance. After considering (i) the above actions and other internal control
measures we have adopted or will adopt based on the recommendation of our internal control
consultant, (i1) our internal control consultant’s confirmation that we have taken remedial
measures to rectify the identified internal control deficiencies, and (iii) the fact that the
non-compliance incidents have not resulted, and are not expected to result, in any material
operational or financial impact on us, our Directors are of the view that our internal control
measures are adequate and effective in all material respects.

Having taken into account the following, our Directors are of the view that, and the Sole
Sponsor concurs that, the non-compliance incidents would not reflect negatively on the
Directors’ competency under Rules 3.08 and 3.09 of the Listing Rules and our suitability for
listing under Rule 8.04 of the Listing Rules:

. The non-compliance incidents have not resulted, and are not expected to result, in
any material operational or financial impact on us;

. The nature of most of the non-compliance incidents has an association with the fact
that the then prevailing laws, regulations and practices were undergoing changes
during the very times;

. In view of the underlying causes and nature of the non-compliance incidents, the
non-compliance incidents did not involve any recklessness, negligence or fraudulent
act on the part of the Directors during the Track Record Period, and did not raise any
question as to the integrity of our Directors. There was no indication that our
Directors willfully operated our business in a non-complaint manner;

. The confirmations issued by the relevant PRC authorities confirming that no
penalties will be imposed on us indicates to an extent that such authorities did not
consider such deviations are of such seriousness which would warrant any penalty;

. We are part of a PRC state-owned enterprise group with reasonable internal control
measures typically adopted by PRC state-owned enterprises;

. Upon being aware of the non-compliance incidents, our Directors have immediately
carried out remedial actions and will try their best endeavours to fully rectify all the
non-compliance incidents as soon as practicable, and in some cases, before Listing;
and

. Our Directors have adopted and implemented the internal control measures as
disclosed above in order to prevent recurrence of similar non-compliance incidents
and to operate our business in a compliant manner going forward.
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On the basis of the above and (i) the due diligence enquiries conducted by the Sole
Sponsor in relation to internal control systems; (ii) the Sole Sponsor’s discussions with the
internal control consultant and review of the internal control reports thereof; (iii) the Sole
Sponsor’s review of the internal control related documents, information and confirmation
provided by our Company: (iv) the remedial measures adopted by our Company; and (v) the
Sole Sponsor’s discussions with our Directors and our Company’s legal advisers, the Sole

Sponsor is satisfied that the enhanced internal control measures are adequate and effective.
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THE CORNERSTONE PLACING

We have entered into a cornerstone investment agreement with Tsinlien Group Company
Limited (“Tsinlien” or the “Cornerstone Investor”), pursuant to which the Cornerstone
Investor has agreed to subscribe for such number of Offer Shares (rounded down to the nearest
whole board lot of 2,000 H Shares) that may be purchased for an amount of HK$18 million
(exclusive of brokerage, SFC transaction levy and Stock Exchange trading fee) at the Offer
Price (the “Cornerstone Placing”).

Based on the Offer Price of HK$1.74 (being the minimum price of the Offer Price range
set out in this prospectus), the total number of H Shares to be subscribed for by the Cornerstone
Investor would be 10,344,000, representing approximately (i) 6.71% of the Shares in issue
upon the completion of the Share Offer and 26.84% of the H Shares offered pursuant to the
Share Offer, assuming that the Offer Size Adjustment Option is not exercised; or (ii) 6.47% of
the Shares in issue upon completion of the Share Offer and 23.34% of the H Shares offered
pursuant to the Share Offer, assuming that the Offer Size Adjustment Option is fully exercised.

Based on the Offer Price of HK$1.82 (being the mid-point price of the Offer Price range
set out in this prospectus), the total number of H Shares to be subscribed for by the Cornerstone
Investor would be 9,890,000, representing approximately (i) 6.42% of the Shares in issue upon
the completion of the Share Offer and 25.66% of the H Shares offered pursuant to the Share
Offer, assuming that the Offer Size Adjustment Option is not exercised; or (ii) 6.18% of the
Shares in issue upon completion of the Share Offer and 22.31% of the H Shares offered
pursuant to the Share Offer, assuming that the Offer Size Adjustment Option is fully exercised.

Based on the Offer Price of HK$1.90 (being the maximum price of the Offer Price range
set out in this prospectus), the total number of H Shares to be subscribed for by the Cornerstone
Investor would be 9,472,000, representing approximately (i) 6.15% of the Shares in issue upon
the completion of the Share Offer and 24.58% of the H Shares offered pursuant to the Share
Offer, assuming that the Offer Size Adjustment Option is not exercised; or (ii) 5.92% of the
Shares in issue upon completion of the Share Offer and 21.37% of the H Shares offered
pursuant to the Share Offer, assuming that the Offer Size Adjustment Option is fully exercised.

To the best of our knowledge, the Cornerstone Investor is an independent third party
independent from our Company, our connected persons, and their respective associates, is not
our connected person (as defined under the Listing Rules), and is not an existing shareholder
of the Company. In addition, the Cornerstone Investor makes independent investment
decisions. Details of the actual number of the Offer Shares to be allocated to the Cornerstone
Investor will be disclosed in the allotment results announcement to be issued by the Company
on or around April 26, 2018. The Cornerstone Placing forms part of the Placing. The Offer
Shares to be subscribed for by the Cornerstone investor will rank pari passu in all respects with
the other fully paid H Shares in issue and will be counted towards the public float of the
Company. None of the Cornerstone Investor will subscribe for any Offer Shares under the
Share Offer other than pursuant to the cornerstone investment agreement. Immediately
following the completion of the Share Offer, none of the Cornerstone Investor will have any
board representation in the Company, nor will the Cornerstone Investor become a substantial
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shareholder (as defined under the Listing Rules) of the Company. The Cornerstone Investor
does not have any preferential rights compared with other public Shareholders in the
cornerstone investment agreement. The Offer Shares to be subscribed for by the Cornerstone
Investor will not be affected by any reallocation of the Offer Shares between the Placing and
the Public Offer in the event of over-subscription under the Public Offer as described in the
section headed “Structure of the Share Offer — The Public Offer” in this Prospectus.

Tsinlien is a company with limited liability incorporated in Hong Kong in 1979 and was
a trading company until 1997 when it carried out certain group reorganization. Tsinlien is now
an investment holding company holding a controlling stake in Tianjin Development Holdings
Limited, a company listed on the Stock Exchange (Stock Code: 882), as its principal asset.
Tsinlien is an indirectly wholly-owned subsidiary of SASAC Tianjin.

CONDITIONS PRECEDENT

The subscription of the Cornerstone Investor is subject to, among other things, the

following conditions precedent:

(a) the Underwriting Agreements being entered into and having become effective and
unconditional (in accordance with their respective original terms or as subsequently
waived or varied by agreement of the parties thereto) by no later than the time and

date as specified in such agreements;

(b) no law having been enacted or promulgated which prohibit the closing of the
transactions contemplated in the cornerstone agreements, and there shall be no
orders or injunctions from a governmental authority in effect precluding or

prohibiting the closing of such transactions;

(c) the Listing Committee of the Stock Exchange having granted the approval for the
listing of, and permission to deal in, the H Shares and that such approval or
permission has not been revoked prior to the commencement of dealings in the H

Shares on the Stock Exchange; and

(d) the representations, warranties, undertakings, confirmations and acknowledgements
of the Cornerstone Investor under the relevant cornerstone investment agreement are
and will be accurate and true in all material respects and not misleading and that
there being no material breach of the relevant cornerstone investment agreement on

the part of the Cornerstone Investor.
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RESTRICTIONS ON DISPOSAL OF H SHARES BY THE CORNERSTONE
INVESTOR

The Cornerstone Investor has agreed and undertaken to the Company, the Joint
Bookrunners, that it will not, whether directly or indirectly, at any time during the period of
six months following the Listing Date, dispose of (as defined in the cornerstone investment
agreement) any of the Shares subscribed for by it pursuant to the relevant cornerstone
investment agreement. The Cornerstone Investor may transfer the H Shares so subscribed in
certain limited circumstances as set out in the relevant cornerstone investment agreement, such
as transfer to a wholly-owned subsidiary of the Cornerstone Investor, provided that, among
other things, such wholly-owned subsidiary undertakes in writing, and the Cornerstone
Investor undertakes in writing to procure, that such wholly-owned subsidiary to be bound by

the Cornerstone Investor’s obligations.
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OVERVIEW

Our Company was established as a joint stock limited liability company on February 28,
2017 in accordance with the PRC laws. Tianbao Holdings is one of the Promoters of our
Company. Upon our establishment as a joint stock limited liability company, our Company had
a total of 115,600,907 issued Domestic Shares, with a nominal value of RMB1.00 each.
Tianbao Holdings directly owns approximately 94.81% of our share capital. Immediately
following the completion of the Share Offer, Tianbao Holdings will own approximately 71.11%
of our share capital, assuming no Offer Size Adjustment Option is exercised, and will continue
to be our Controlling Shareholder. Tianbao Holdings is a wholly-owned subsidiary of TFIHC.
TFIHC also holds the entire equity interests in Tianbao Investment, which will own
approximately 3.89% of our share capital immediately following the Share Offer, assuming no
Offer Size Adjustment Option is exercised. TFIHC will collectively and indirectly own
approximately 75% of our share capital immediately following the Share Offer, assuming no
Offer Size Adjustment Option is exercised. TFIHC and Tianbao Holdings, are collectively our
Controlling Shareholders.

DELINEATION OF BUSINESS AND COMPETITION

TFIHC is a wholly state-owned enterprise. As a wholly state-owned enterprise under Free
Trade Zone Administrative Committee, TFIHC is duly authorised to provide regional services
to the Tianjin Port Free Trade Zone (Seaport) and Tianjin Airport Economic Zone, as well as
carrying out the construction and operation of the infrastructure therein. Tianbao Holdings was
established in January 1999. It was restructured and established by the Construction Service
Corporation Company of Tianjin Port Free Trade Zone (X Hs fR L [ 2 5% IR F5 444 7]) and the
Development Services Corporation Company of Tianjin Port Free Trade Zone (KU PP 7
B EE IS4 /2 F]) by means of merger, and its investor is Free Trade Zone Administrative
Committee. In 2008, upon the incorporation of TFIHC, the entire state-owned equity interests
of Tianbao Holdings were transferred to TFIHC at nil consideration under direction of the
State-owned Assets Administration Bureau of Tianjin Port Free Trade Zone (KU RF1 7 [
F &S HR), Tianbao Holdings became a wholly-owned subsidiary of TFIHC.

We are the sole power operator in Tianjin Port Free Trade Zone (Seaport). We are engaged
in cogeneration of steam together with electricity, heating and cooling. We are the only such
power operator in Tianjin which is also engaged in electricity dispatch and sale according to
the Ipsos Report. Our power cogeneration technology has enabled us to enhance our thermal
efficiency and reduce our fuel cost, which is more environmentally friendly compared with
conventional power generation plants. Our operations comprise (i) power generation and
supply, (ii) electricity dispatch and sale and (iii) other businesses, including power facility
construction services, industrial facility operation and maintenance services and trading of

electrical components.
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Relationship with Controlling Shareholders

Our Controlling Shareholders (excluding our Group) have a number of subsidiaries which
are principally engaged in the businesses of power generation and supply, municipal public
service industry and modern logistics industry, including investment in the establishment of
sole proprietorships, equity joint ventures and co-operative joint ventures; international
trading; warehousing; self-owned equipment leasing business; commercial wholesaling and
retailing; commercial housing sales; property management; property transaction agent
intermediary services; self-owned property leasing and raw materials supply and so on. Apart
from power generation and supply business, other businesses of our Controlling Shareholders
do not overlap with our businesses and operations. Among all, the power generation and supply
businesses of our Controlling Shareholders are those being operated in the Konggang Thermal

Plant Business and our Group.

Historically, the power generation and supply businesses of TFIHC were conducted
principally by its subsidiaries Tianbao Thermal and Tianbao Electricity Company, and prior to
the Business Combination, Haigang Thermal Plant and Konggang Thermal Plant were both the
assets of Tianbao Thermal. Central heating, cooling and steam services were provided to the
industrial and commercial end-users in Tianjin Port Free Trade Zone (Seaport) through the
operation of the Haigang Thermal Plant and in Tianjin Airport Economic Zone through the
operation of the Konggang Thermal Plant. For the purpose of including the power generation
and supply businesses operated by our Controlling Shareholders in Tianjin Port Free Trade
Zone (Seaport) into our Group, our Controlling Shareholders transferred all the properties,
plants and equipment, constructions in progress and rental prepayments as well as all sales
contracts relating to the Haigang Thermal Plant Business to us by way of capital injection.
Through the operation of the Haigang Thermal Plant, we derived an important portion of our
revenue from power generation and supply business, which relies on the electricity, steam,
heating and cooling demands of our customers located in Tianjin Port Free Trade Zone
(Seaport). For details, please refer to the section of the Prospectus headed “History — Our

History and Development” and “Financial Information — Basis of Presentation”.
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The following map shows where Haigang Thermal Plant and Konggang Thermal Plant
locate:—

Tianjin

Tianjin City District Tianjin Airpor

JEconomic Zon(;
~ ~

Binhai New District

Tianjin Port Free
Trade Zone
(Seaport)

The Konggang Thermal Plant Business is not included in our Group, and our Directors
consider that no competition exists between the Konggang Thermal Plant and the Haigang
Thermal Plant, for the reasons stated below: (i) Konggang Thermal Plant is located at Tianjin
Airport Economic Zone while Haigang Thermal Plant is located at Tianjin Port Free Trade
Zone (Seaport), two distinct locations with a distance of approximately 35 km apart which
needs to be served by different power grids/steam generation facilities; (ii) in the Konggang
Thermal Plant, all electricity available for sale are generated by its coal-fired cogeneration
plant, which can only be sold to the State Grid or its local branch pursuant to the Electric Power
Law of the PRC; without power dispatch facilities and grid, the Konggang Thermal Plant
cannot be engaged in electricity dispatch and sale in competition with us, hence cannot serve
customers other than the State-Grid; (iii) given the power generation network of Konggang
Thermal Plant and Haigang Thermal Plant are not interconnected, these two plants target
customers in their respective geographical locations without any overlap; (iv) in practice, the
distance between Konggang Thermal Plant and Haigang Thermal Plant prohibits an efficient
and reliable transmission and transportation of steam, heating and cooling generated from these
two plants, in particular, the feasible transmission radius of steam is about ten km radius of the
cogeneration plant, hence in practice there cannot be any customer overlap as the distance of
the two plants are approximately 35-km apart; (v) the two plants require separate governmental
regulatory approval for their operations; and (vi) the management team and operational staff
of the Konggang Thermal Plant are completely separated from those in our Group.
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To the best knowledge of our Directors, the decision of our Controlling Shareholders to
include only Haigang Thermal Plant into our Group but not Konggang Thermal Plant was
driven by policy consideration in relation to relevant district planning and development, as a
state-owned enterprise has to balance the profit motive against the fulfilment of goals and
directives under public policy. To the best knowledge of our Directors, our Controlling
Shareholders have taken into account the following considerations when excluding Konggang

Thermal Plant from the current business of our Group:

1. To further the regional development plans and the aim of promoting investment and
attracting foreign commerce, Konggang Thermal Plant undertakes the tasks of
development and construction of energy infrastructures in the Tianjin Airport
Economic Zone. Unlike Haigang Thermal Plant which is a more matured business,
Konggang Thermal Plant is currently operating under a different business model
which prioritizes social responsibility over commercial efficiency or profitability.
Its pace of development is subject to the overall local district planning and
development and should be in alignment with the PRC local government’s long term
goal and planning of the city, and as a result its operation cannot be considered as

purely commercial in nature.

2. The area of Tianjin Port Free Trade Zone where Konggang Thermal Plant is located
is in an early stage of development now and Konggang Thermal Plant is operating
according to the planning and development under public policy, supported by
financial subsidies from Free Trade Zone Administrative Committee. As such,
Konggang Thermal Plant does not currently operate as a commercial entity. Our
Controlling Shareholders do not consider it appropriate to include Konggang
Thermal Plant in a listed company.

3. Konggang Thermal Plant and Haigang Thermal Plant are two distinct and separate
operational entities which are located in different geographical locations. They have
independent and separate plant operations, management teams and sales network,
with no overlapping target customers. At this stage, there is no synergy or

economical or operational benefits to bring them together.

As mentioned above, the power generation and supply businesses of our Controlling
Shareholders comprise the businesses of our Group and the Konggang Thermal Plant. After the
Business Combination, the Konggang Thermal Plant Business does not have business in the
Tianjin Port Free Trade Zone (Seaport), hence there is no overlapping between the businesses
of our Group and that of our Controlling Shareholders. Our Directors believe that no
competition exists between the businesses of our Group and that of our Controlling

Shareholders under ordinary circumstances.
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NON-COMPETITION DEED AND UNDERTAKINGS

Non-competition Deed

Despite our Directors’ view that no competition exists between our Group and our
Controlling Shareholders, in order to avoid any possible future competition between our Group
and our Controlling Shareholders, our Controlling Shareholders entered into a non-competition
deed in favour of our Group. The major terms and conditions of the Non-competition Deed are
summarised as follows.

Our Controlling Shareholders entered into the Non-competition Deed on April 4, 2018 in
favour of the Company, pursuant to which each of our Controlling Shareholders has given
certain non-competition undertakings to the Company (for itself and for the benefits of other
members of our Group), to the effect that, it shall not, and it shall procure that its associates
(other than any member of the Group) do not and shall not, directly or indirectly, whether on
its own or through any entities, carry on, participate, be interested or engaged or otherwise be
involved, whether for profit, reward, other benefit or otherwise, in any business or activity (the
“Restricted Business”) that is in competition with, or is likely to be in competition with, the
business carried on by any member of our Group from time to time during the period which

the Non-competition Deed remains valid and effective.

Each of our Controlling Shareholders and/or its associates is not restricted from holding
or being interested in shares or other securities in any company which conducts or is engaged
in any Restricted Business (the “Subject Company”), provided that:

(a) such shares or securities are listed on a recognised stock exchange; and

(b) (i) the relevant Restricted Business conducted or engaged in by the Subject
Company (and assets relating thereto) accounts for less than 10% of that
company’s consolidated revenue or consolidated assets, as shown in that
Subject Company’s latest audited accounts; or

(i) the aggregate number of shares, held by our Controlling Shareholders and/or
their respective associates amounts to less than 5% of the issued shares with
voting rights of the Subject Company, and our Controlling Shareholders and
their respective associates do not have any right to appoint any person to the
board of directors of the Subject Company.

Each of our Controlling Shareholders undertakes that it will use its best endeavors to
prevent potential competition between our Company and our Controlling Shareholders and its
subsidiaries (other than any member of the Group) and it will delineate its business segments,
grant our Company options to acquire, and preemptive rights over, its Konggang Thermal Plant
Business, and will procure its relevant subsidiaries (other than any member of the Group) to
comply with the options and rights granted to us.
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Options for New Business Opportunities

Each of our Controlling Shareholders has further undertaken that it shall first refer to our

Company any new investment or other commercial opportunity (the “New Business

Opportunity”) relating to the Restricted Business that is identified by, or offered by a third

party to, it or its associates or connected persons, in the following manner:

(@)

(b)

(©

(d)

(e)

Each of our Controlling Shareholders or its associates or connected persons shall
give a written offer notice to our Company of such New Business Opportunity (the
“Offer Notice”), identifying the nature of business, investment or acquisition costs
and other details reasonably necessary for our Company to consider whether the
New Business Opportunity constitute any competition to our Group’s core business
and whether pursuing the New Business Opportunity is beneficial to our Group.

Our Company is required to notify our Controlling Shareholders within 10 business
days in writing of any decision taken to pursue or decline such New Business
Opportunity.

Our Company will seek approval from its Board committee (consisting solely of
independent non-executive Directors, who do not have a material interest in the
matter) as to whether to pursue or decline the New Business Opportunity. In
assessing whether or not to exercise the option to acquire the New Business
Opportunity, our independent non-executive Directors will consider a range of
factors including possible feasibility study, counterparty risks, estimated
profitability, our pipeline and the legal, regulatory and contractual landscape, with
a view to arriving at a decision which is in the best interests of the Shareholders and
our Company as a whole.

Each of our Controlling Shareholders or its associates or connected persons may
pursue such New Business Opportunity if (i) it has received a notice from our
Company declining the New Business Opportunity and confirming it will not
constitute competition with our Group’s core business, or (ii) it has not received any
notice from the Company within 10 business days our Company has received the
Offer Notice.

If there is a material change in the nature of the New Business Opportunity pursued
by each of our Controlling Shareholders or its associates or connected persons, our
Controlling Shareholders will refer the New Business Opportunity as so revised to
the Company in the manner as outlined above.

Options for Acquisitions and Pre-emptive Rights

In relation to any New Business Opportunity referred to us by each of our Controlling

Shareholders under the Non-competition Deed which competes, or is likely to compete,

directly or indirectly with the business carried on by any member of our Group from time to
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time during the period which the Non-competition Deed remains valid and effective, if our
Company decides not to take up such New Business Opportunity, our Controlling Shareholders
and/or its associates and connected persons may, subsequently, take up such New Business
Opportunity on its own.

In respect of the aforesaid matters, each of our Controlling Shareholders has undertaken
to grant our Company options, pursuant to which the Company may exercise the same at any
time during the term of the Non-competition Deed, subject to applicable laws and the Listing
Rules, to acquire on one or more occasions, any equity interest, asset or other interest in respect
of the new business as described above, or to conduct such new business by way of, including
but not limited to, mandate, lease or subcontracting. Our Controlling Shareholders shall
procure its associates and connected persons to comply with the above options granted to us
by our Controlling Shareholders.

The consideration payable for the acquisition of such new business described above shall
be determined with reference to the valuation by an independent third-party valuer, jointly
selected by our Controlling Shareholders and our Company and consider reasonable return to
our Shareholders, and in accordance with the methods and procedures as required by applicable
laws and regulations after arm’s length negotiations between the parties.

Each of our Controlling Shareholders has further undertaken that, during the term of the
Non-competition Deed, if it and/or its associates and connected persons intends to transfer,
sell, lease, license or otherwise transfer or permit to use any of the above interests to a third
party, they shall notify our Company by a written notice (the “Transfer Notice”) in advance.
The Transfer Notice shall state the terms of the transfer, sale, lease or license and any
information which our Company may reasonably require to come to a decision. Our Company
shall comply with applicable laws and regulations and the Listing Rules and reply in writing
to our Controlling Shareholders within 30 days upon receipt of the Transfer Notice. Our
Controlling Shareholders and/or its associates and connected persons shall not inform any third
party about its intention to transfer, sell, lease or license such business until receipt of a written
reply from our Company. If our Company decides not to exercise the pre-emptive rights or if
our Company fails to respond within the agreed period, or if our Company does not accept the
conditions as set out in the Transfer Notice and issues to our Controlling Shareholders a written
notice stating acceptable conditions which, however, are not acceptable to our Controlling
Shareholders and/or its associates and connected persons, they are then entitled to transfer, sell,
lease or license the interest to a third party with terms not more favourable than those stipulated
in the Transfer Notice. Our Controlling Shareholders shall procure its associates and connected
persons to comply with the above pre-emptive rights granted to us by our Controlling
Shareholders.

Our independent non-executive Directors will be solely responsible for reviewing,
considering and deciding whether or not to exercise the options for acquisition and the
pre-emptive rights. In assessing whether or not to exercise the options for acquisition and
pre-emptive rights, our independent non-executive Directors will consider a range of factors
including possible feasibility study, counterparty risks, estimated profitability, our pipeline and
the legal, regulatory and contractual landscape, with a view to arriving at a decision which is
in the best interests of the Shareholders and our Company as a whole.
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Right to Acquire the Konggang Thermal Plant Business

To mitigate potential competition between our Controlling Shareholders and our Group,
each of our Controlling Shareholders have granted us a right, which is exercisable during the
term of the Non-competition Deed, to acquire on one or more occasions, any equity interest,
asset or other interests in respect of the Konggang Thermal Plant Business carried out by our
Controlling Shareholders. We could exercise such right to acquire any Konggang Thermal
Plant Business from our Controlling Shareholders at any time, whether or not our Controlling
Shareholders intends to dispose of their interest in such Konggang Thermal Plant Business. Our
ability to exercise such right will be subject to our Controlling Shareholders’ compliance with
all applicable laws (particularly the PRC law) as well as the applicable requirements of the
Listing Rules. The terms and conditions of specific acquisitions of the Konggang Thermal
Plant Business are not prescribed in the Non-competition Deed and will vary depending on the
performance of Konggang Thermal Plant Business and other market conditions. If we decide
to exercise our right, the terms and conditions for the acquisition from our Controlling
Shareholders will be determined after arm’s length negotiation between us and our Controlling
Shareholders. In determining the consideration for acquiring the Konggang Thermal Plant
Business from our Controlling Shareholders, we will follow our assets acquisition policy (with
reference to the valuation set by an independent third-party valuer and taking into account a
reasonable shareholder return), the appraised value of the Konggang Thermal Plant Business,
and relevant regulatory requirements including the requirements of the SASAC regarding the
disposal of state-owned assets. Where policy permits, we will consider exercising the right to
acquire Konggang Thermal Plant if it is in the best interests of our shareholders, having
considered the following factors which are not exhaustive, (i) the status of development of the
region where Konggang Thermal Plant is operating; (ii) whether it is commercially feasible and
economically viable to acquire Konggang Thermal Plant, taking into account our financial
performance and the operations of both Konggang Thermal Plant and the Group and hence, is
in the best interests of our shareholders as a whole; and (iii) the presence of other potential
target and best use of our resources at the time of considering such investment.

Our independent non-executive Directors will be responsible for reviewing, considering
and deciding whether or not to exercise our right to acquire the Konggang Thermal Plant
Business. If we decide to exercise our right, the terms and conditions for the acquisition from
our Controlling Shareholders will be determined after arm’s length negotiation between us and
our Controlling Shareholders. In making such assessment, our independent non-executive
Directors will consider all relevant factors including, among other factors, possible feasibility
study, counterparty risks, estimated profitability, our pipeline and the legal, regulatory
(including the requirements of the SASAC regarding the disposal of state-owned assets) and
contractual landscape, with a view to arriving at a decision which is in the best interests of our
Company and the Shareholders as a whole.

Termination
The non-compete undertakings will terminate upon the earlier of:

(a) the date on which the Controlling Shareholders and their respective associates cease
to be our Controlling Shareholders of our Company; and
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(b)

the date when our Shares cease to be listed on the Stock Exchange.

Corporate Governance Measures

Our Directors believe that there are adequate corporate governance measures in place to

manage the conflict of interests arising from the potential competing business and to safeguard

the interests of the Shareholders, including:

(@)

(b)

(©

(d)

(e)

()

(2)

The independent non-executive Directors will review, on an annual basis, the
compliance with the undertakings by each of our Controlling Shareholders and/or its
associates and connected persons under the Non-competition Deed;

Each of our Controlling Shareholders undertakes to provide all information
requested by our Company which is necessary for the annual review by the
independent non-executive Directors and the compulsory enforcement of the
Non-competition Deed;

Our Company will disclose decisions with basis on matters reviewed by the
independent non-executive Directors relating to compliance and enforcement of the
undertaking of each of our Controlling Shareholders, including decisions reached in
respect of exercising the right of refusal to pursue or decline any New Business
Opportunity, in the annual reports of our Company or by way of announcement to
the public in compliance with the requirements of the Listing Rules;

We believe that our Board has a balanced composition of executive Directors,
non-executive Directors and independent non-executive Directors that can
effectively exercise independent judgment. With expertise in different professional
fields, our Directors believe that the independent non-executive Directors have the
necessary caliber and expertise to form and exercise independent judgment in the
event conflicts of interest between our Company and our Controlling Shareholders

arise;

In the event any potential conflicts of interest materialize, i.e. where a Director has
an interest in a company that will enter into an agreement with our Group, the
Director(s) with an interest in the relevant transaction(s) shall not be present at the
relevant board meeting, and shall be excluded from the board deliberation and
abstain from voting and shall not be counted towards quorum in respect of the
relevant resolution(s) at such board meeting;

In the event any potential conflicts of interest materialize, our Controlling
Shareholders shall abstain from voting in the shareholders’ meeting of our Company
with respect to the relevant resolution(s);

We have included provisions in the Articles of Association that only non-conflicted
Directors will be involved in determining whether the Company should take up any
New Business Opportunity; and that the Company will disclose in annual report the
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decision of the independent non-executive Directors (with basis) to pursue or

decline any New Business Opportunity;

(h) Our Group is administratively independent from our Controlling Shareholders as we
have our own company secretary, authorized representatives and administrative
personnel;

(i)  Pursuant to the Corporate Governance Code and Corporate Governance Report in
accordance with Appendix 14 of the Listing Rules, our Directors, including the
independent non-executive Directors, will be able to seek independent professional
advice from external parties in appropriate circumstances at our Company’s cost;

(j) We intend to cause any proposed transaction between us and connected persons to
comply with Chapter 14A of the Listing Rules including, where applicable, the
announcement, reporting and independent shareholders’ approval requirements of
those rules; and

(k) We have appointed Orient Capital (Hong Kong) Limited as our compliance adviser,
which is expected to provide advice and guidance to us in respect of compliance
with applicable laws and the Listing Rules, including various requirements relating
to directors’ duties and internal controls.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, we believe that we can conduct our business
independently of our Controlling Shareholders and its associates after the completion of the
Share Offer.

Management Independence

Our Board consists of nine Directors, comprising four executive Directors, two
non-executive Directors and three independent non-executive Directors. Our Directors and
members of senior management possess relevant management and/or industry-related
experience to act as Directors or senior management of our Company. Each of our Directors
is aware of his/her fiduciary duties which require, among other things, that he/she acts for the
benefit of and in the best interests of our Company and not allow any conflict between his/her
duties as a director and his/her personal interests. Please see the section headed “Directors and
Senior Management” of this Prospectus for details of our Directors and senior management.

Among the nine Directors, only two Directors, namely, Mr. Yu Yang and Mr. Wu Tao, hold
management position in our Controlling Shareholders (acting as the general manager in
Tianbao Investment and vice general manager in Tianbao Investment respectively). Seven
Directors, including Mr. Gao Hongxin, our executive Director and chairman, do not hold any
directorship or senior management position in our Controlling Shareholders, and have
sufficient time and energy to manage our day-to-day operation. The two Directors holding
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positions in Tianbao Investment are our non-executive Directors, who are not involved in the
day-to-day management of our Company, but are primarily responsible for making decisions
on important matters such as formulation of our general development strategy and corporate
operation strategy.

Set out below is a table summarizing the positions held by our Directors, and their
positions with Tianbao Holdings:

Management position
with our Controlling

Position with our Shareholders as of
Name of Directors Company the Latest Practicable Date
YU Yang Non-executive Director General manager of Tianbao
Investment
WU Tao Non-executive Director Vice general manager of

Tianbao Investment

None of our Directors (including our president and vice president) nor senior management
serves as a director or senior management role in our Controlling Shareholders. As our
Company and our Controlling Shareholders are managed by different management teams, there
are sufficient non-overlapping Directors who are independent and have relevant experience to
ensure the proper functioning of the Board.

We believe that our Directors and senior management are able to perform their roles in
our Company independently and that our Company is capable of managing its business
independently of our Controlling Shareholders after the Listing for the following reasons:

(a) the decision-making mechanism of the Board set out in the Articles of Association
includes provisions to avoid conflicts of interest by providing, among other things,
that in the event of conflict of interest, such as resolutions regarding transactions
with our Controlling Shareholders (including their respective associates), the
relevant Director(s) who are connected with our Controlling Shareholders shall
abstain from voting and shall not be counted in the quorum. Further, when
considering connected transactions and competition matters, the independent
non-executive Directors will review the relevant transactions;

(b) the Directors who hold a management position in our Controlling Shareholders are
non-executive Directors. As non-executive Directors, they are not involved in
managing our day-to-day business, but are primarily responsible for strategy and
planning matters. The day-to-day operation of our Company is managed by our
executive Directors and senior management, who are our full-time employees with
extensive relevant experience and are all independent of our Controlling
Shareholders. They will not form part of the Board’s quorum in any discussion
relating to transactions where our Controlling Shareholders have a material interest,
such as matters relating to any New Business Opportunity;
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(c) none of our Directors or members of the senior management has any shareholding

interest in our Controlling Shareholders;

(d) each of our Directors is aware of his or her fiduciary duties as a Director, which
require, among other things, that he or she acts for our Company’s benefit and best

interest; and

(e) we have appointed three independent non-executive Directors, comprising one-third
of our Board, with a view to promoting the interests of our Company and our
Shareholders as a whole.

On the basis outlined above, our Directors are of the view that our Company has its own
management team and that it is capable of maintaining independence from our Controlling
Shareholders.

Operational Independence

We possess sufficient capital, property, equipment, technology and human resources to
operate our business independently. We have independent access to sources of suppliers for the
operation of our business, as well as independent access to our customers. We have also
established a set of internal control procedures to facilitate the effective operation of our
business. Currently, we engage in our business independently, with the independent right to

make operational decision and implement such decisions.

During the Track Record Period, our Group has entered into certain continuing connected
transaction with the Tianbao Group. We have been selling electricity, steam, heating and
cooling and providing certain construction, technical support and maintenances services to the
Tianbao Group. The provision of such services and commodities to the Tianbao Group is on a
non-exclusive basis and we can easily supply such services or commodities to alternative
customers in the open market (for the case of electricity, to the State Grid). The Tianbao Group
has also been a reliable and stable supplier of coal to our Company at reasonable price and on
terms no less favorable than those available from Independent Third Parties for the relevant
transactions. During the Track Record Period, we procured part of our water supply from the
Tianbao Group. The price of water is set and adjusted by competent local pricing bureau. Since
September 2016, we started procuring recycled water from an independent third party.
Although it was possible to seek either independent providers of the coal and water, our
Directors considered that it would not be commercially sensible to discontinue using such raw
materials provided by the Tianbao Group.

The amounts of above transactions between our Company are not excessive. Our
Directors are of the view that these transactions have been entered into in the ordinary and
usual course of business of our Group, that such transactions have been negotiated on arms’
length basis on normal commercial terms and are fair and reasonable and in the interests of the
Shareholders as a whole. Please see “Connected Transactions — Continuing Connected
Transactions” for more details.
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We have secured the long-term use of the trademarks of Tianbao Holdings by entering
into a trademark licensing agreement with Tianbao Holdings pursuant to which Tianbao
Holdings has agreed to grant us a general license on a non-exclusive basis in respect of certain
trademarks of Tianbao Holdings for our use free of charge. We believe the trademark licensing
agreement is fair and reasonable and in the interest of our Shareholders as a whole. Our
Directors are of the view that there is no risk for us to use the trademarks during our operations
for the following reasons: (1) although the trademarks are not currently registered by our
Group, Tianbao Holdings has undertaken to grant us the right to use the trademarks for a term
of 20 years; and (2) although the trademarks are licensed to our Group on a non-exclusive
basis, all the other licensees are intra-group companies of Tianbao Group.

Our Company owns our tangible assets and intangible assets, as well as registered
trademarks (other than certain trademarks licensed to us by Tianbao Holdings), licenses,
good-will, brands, know-how and other intangible assets independently of the Tianbao Group,
which contribute to our ability to operate our business independently of the Tianbao Group.

We have our own organizational structure with independent departments, each with
specific areas of responsibilities. In addition to a set of comprehensive internal control
procedures to facilitate the effective operation of our business, we have protective measures to
avoid conflicts or potential conflicts of interest and to safeguard the interests of the
Shareholders as a whole. We have also adopted protective measures to ensure the enforceability
of the Non-competition Deed between our Company and Tianbao Holdings. Please see the
section headed “— Non-competition Deed” in this Prospectus for details of enforceability.

Based on the above, our Directors are of the view that our Company operates
independently of Tianbao Holdings from the business operation perspective, while our business
relationship with Tianbao Holdings is mutually beneficial and will be conducted on an arm’s
length basis according to normal commercial terms.

Administrative Independence

Our Group has its own capabilities and personnel to perform all essential administrative
functions, including internal control and audit monitor, financial and accounting management,
human resources and information technology.

Based on the above, our Directors believe that we have administrative independence from
our Tianbao Holdings.

Financial Independence

We have sufficient working capital and banking facilities to operate our business
independently, and have adequate internal resources and a strong and stable credit profile to
support our daily operations. After the Reorganization, our Company becomes a standalone
joint stock company in the PRC and the parent of those operating entities. We have independent
access to third-party financing and, going forward, are capable of obtaining such financing
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without relying on the guarantees or securities provided by our Controlling Shareholders.
Please see the section headed “Financial Information — Liquidity and Capital Resources —

Working Capital” in this Prospectus for more details.

Further, we have established an independent finance department with a team of
independent financial staff, as well as a sound and independent audit system, a standardized
financial and accounting system and a complete financial management system. We can make
financial decisions independently and our Controlling Shareholders do not intervene with our
use of funds. We maintain basic accounts with banks independently and our Controlling
Shareholders do not share any bank account with us. We have made independent tax
registrations and paid tax independently pursuant to applicable PRC tax laws and regulations.
There has not been any tax paid by us together with our Controlling Shareholders and other

enterprises under its control on a combined basis.

Our Directors confirm that during the Track Record Period, our Controlling Shareholders
have not provided any guarantees to our Group.

Overall financial arrangement of our Controlling Shareholders

Our Controlling Shareholders enter into loan arrangements with commercial banks from
time to time in order to facilitate the companies under our Controlling Shareholders’ group to
meet the financing and working capital requirements. Depending on the requirements of a
commercial bank, it may or may not require our Controlling Shareholders or other group
companies to provide guarantees or other fund flow arrangements in respect of the bank loan.
During the Track Record Period and up to the Latest Practicable Date, our Group arranged our
own bank facilities and did not obtain any bank loans arranged by our Controlling Shareholders
as the borrower or the guarantor. However, as part of the legacy arrangements set in place by
our Controlling Shareholders, we provided nominal administrative assistance to them in
respect of certain group-wide financing arrangements relating to a number of third party bank
loans obtained by our Controlling Shareholders for part of the Track Record Period between
2015, 2016 and 2017 as described further below.

As informed by our Controlling Shareholders, as part of these loan arrangements, taking
into consideration the conditions of our Controlling Shareholders and other factors, certain
commercial banks may require our Controlling Shareholders to deposit the amount of the loan
to a selected subsidiary of our Controlling Shareholders with active operations, and/or use the
loan to fund such selected subsidiary. During part of the Track Record Period between 2015,
2016 and 2017, in order to comply with the requirements of certain commercial banks, our
Controlling Shareholders remitted bank loans totaling RMB1,516 million to the Group’s bank
account seven times (the “Relevant Financing”) in accordance with seven separate loan
agreements entered into with commercial banks. After the initial remittance, all the amounts of
the Relevant Financing have been remitted from us to our Controlling Shareholders in full
within a short time not exceeding 5 days. Our Controlling Shareholders did not charge us any
interest or fee in respect of the amount of the Relevant Financing, and vice versa. In reality,
we were not users of the funding from the Relevant Financing as we have been able to source
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for our own financing needs independent from our Controlling Shareholders over the Track
Record Period. However, our nominal administrative assistance to our Controlling
Shareholders reflects our historical role as a wholly-owned subsidiary of our Controlling
Shareholders to facilitate their co-operations with lender banks that offer the best commercial
terms of loans procured. This allows the overall funding requirements of our Controlling
Shareholders’ group (excluding us) to be pooled together on the entire group wide basis while
leveraging on the strong credit standing of our Controlling Shareholders. As advised by our
PRC Legal Advisors, there are no legal restrictions to prevent the relevant banks in impose
conditions for the Relevant Financing that the funds be first transferred to an operating
subsidiary of our Controlling Shareholders (such as our Company) before onward transfer to
our Controlling Shareholders for their subsequent group wide deployment. We were not subject
to any financial exposure for such arrangements as we were not party to the underlying loan
agreements to the Relevant Financing and have already transferred all relevant funds in full to
our Controlling Shareholders prior to the end of 2016 as described above. Based on the
interviews conducted with the relevant banks, the Directors, believe it is not uncommon in the
PRC context for an operating subsidiary to provide such nominal administrative assistance in
respect of its group-wide financing arrangement. This type of financing arrangement is not one
of the on-lending arrangements between the subsidiary and its parent company, and it is not
prohibited under the PRC law basing on the relevant banks’ approval to such financing

arrangement.

There have been no guarantees or other arrangement made by us for such Relevant
Financing from our Controlling Shareholders. Our PRC Legal Advisers have confirmed that
our Group is not required to assume any liability or obligation arising from the terms and
conditions of the abovementioned loan agreements entered into by our Controlling
Shareholders as a borrower in respect of the Relevant Financing. The remittance relating to the
Relevant Financing is deemed and disclosed to be related party transactions between us and our
Controlling Shareholders and the amounts for the year ended December 31, 2015, 2016 and
2017 are set out in the Accountants’ Report as included in Appendix I to this Prospectus. In
view of the nature of the related party transactions, our Directors confirm that the transactions
will not adversely affect our business, operation or financial position. Based on a review of the
underlying loan agreements to the Relevant Financing and interviews conducted with the
relevant banks, our Directors are satisfied that the aforesaid arrangements were made in
accordance with operating requirements of the relevant banks and that there is no recourse by
such banks against our Group which did not utilize any part of the funding from such financing.
As at the Latest Practicable Date, all such Relevant Financing have been settled by our

Controlling Shareholder.

Recognising the need to maintain operational and financial independence from our
Controlling Shareholders, our Group has not entered into any similar arrangements as the
Relevant Financing described above with our Controlling Shareholder since January 2017, and
will not enter into any similar arrangement upon Listing.
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Repayments of the capital reduction

In October 2016, the registered capital of Tianjin Tianbao Electricity was reduced from
RMB219,002,673 to RMB87,002,673 and the capital reserve of Tianjin Tianbao Electricity was
reduced from RMB136,725,216.38 to RMB27,851,616.38. After the aforesaid capital
reduction, Tianjin Tianbao Electricity was obliged to return approximately RMB228.4 million
and RMB12.5 million to Tianbao Holdings and Tianbao Investment, respectively. In December
2016, Tianjin Tianbao Electricity entered into an agreement with Tianbao Holdings and
Tianbao Investment, under which, Tianjin Tianbao Electricity shall repay the capital reduction
payment according to the following repayment plan: (1) to pay RMB12,490,260.05 to Tianbao
Investment by June 2018; (2) to pay RMB60 million to Tianbao Holdings by December 2018;
(3) to pay RMBS80 million to Tianbao Holdings by December 2020; (4) to pay
RMB88,383,339.95 to Tianbao Holdings by December 2021. Our Company assumed the
liability in respect of the above repayment upon its incorporation. Tianbao Holdings and

Tianbao Investment will not charge any interest on the capital reduction.

Apart from the amount due to and due from our Controlling Shareholders which accrued
from the transactions conducted in our ordinary course of business, as at the Latest Practicable
Date, the amount due to our Controlling Shareholders was RMB240,874,000, which comprised
of the outstanding repayment of capital reduction in the amount of RMB240,874,000.

Before our Company’s listing, our Company has obtained credit facilities in an aggregate
amount up to RMB262 million, which can be utilized for the repayment of the loans due to our
Controlling Shareholders, if necessary. To alleviate the risk of any potential reliance on the
Controlling Shareholders financially, we have committed that (i) we will not drawdown the
unutilized banking facilities in the amount of RMB262 million for purpose other than
repayment of our shareholders’ loan; and (ii) we will place our cash with at least two
independent banking corporations instead of financial institutions controlled by our
Controlling Shareholders. Taking into account the Company’s current working capital level,
the Directors believe that we have sufficient working capital to repay the capital reduction by
installment or in full as planned.

In respect of the abovementioned bank credit facilities and our working capital status, our
Group may repay the amounts payables to our Controlling Shareholders at any time upon the
Listing based on our capital condition. Therefore, our Directors believe that our Group is

financially independent of our Controlling Shareholders.

In light of the above, our Directors are of the view that financial assistance provided by
our Controlling Shareholders during the Track Record Period would not affect our financial
independence from our Controlling Shareholders; going forward, our Company is capable of
obtaining financing from external sources for our business operations upon market terms and
conditions without reliance on our Controlling Shareholders and will be financially

independent of our Controlling Shareholders and/or its associates upon the Listing.
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OVERVIEW

Following the Share Offer (assuming Offer Size Adjustment Option is not exercised),
Tianbao Holdings will directly hold approximately 71.11% of our issued share capital. Tianbao
Holdings is a wholly-owned subsidiary of TFIHC. TFIHC also holds the entire equity interests
in Tianbao Investment, which will hold approximately 3.89% of our share capital, assuming no
Offer Size Adjustment Option is exercised. Immediately after the Share Offer, TFIHC will
collectively and indirectly own approximately 75% of our share capital, assuming no Offer
Size Adjustment Option is exercised. TFIHC and Tianbao Holdings will both remain as our
substantial shareholders. Tianbao Group will continue to have certain transactions with our
Group which constitute connected transactions as defined under Chapter 14A of the Listing
Rules. Under Rules 14A.07(1) and (4) of the Listing Rules, members in the Tianbao Group are

our connected persons.

We have entered into certain agreements with Tianbao Group, including the Non-
competition Deed, Trademark License Agreement, repayment of capital reduction, Loan
Services Framework Agreement, General Supply Framework Agreement, Electricity Supply
Framework Agreement, Construction, Technical Support and Maintenance Services Framework
Agreement as well as the Raw Material Procurement Framework Agreement. Transactions
contemplated under these agreements will constitute continuing connected transactions within

the meaning of the Listing Rules.

Set forth below are details of the connected transactions between our Company and
Tianbao Group as well as, where applicable, the waivers from strict compliance with the

relevant requirements of the Listing Rules that we have received from the Stock Exchange.

AGREEMENTS RELATING TO THE REORGANIZATION

Non-competition Deed

In order to avoid any possible future competition between our Group and our Controlling
Shareholders, our Group entered into the Non-competition Deed with Tianbao Group in favor
of our Group. Pursuant to the Non-competition Deed, we were granted the options for acquiring
the New Business Opportunities, the options for acquisitions and the pre-emptive rights. For
further details regarding the terms of the Non-competition Deed, please refer to the section
headed “Relationship with Controlling Shareholders — Non-competition Deed and
Undertakings” in this Prospectus.
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Implications under the Listing Rules

Any transaction that might take place after the Share Offer pursuant to any agreement or
arrangement described in the section headed “History, Reorganization and Corporate Structure
— Our Reorganization” in this Prospectus or pursuant to the Non-competition Deed would be
made in the performance of the relevant transactions already entered into before the Share
Offer. Therefore, such transactions will not constitute connected transactions or continuing
connected transactions under Chapter 14A of the Listing Rules. However, if we should decide
to exercise the options for acquiring any of the New Business Opportunities, the options for
acquisitions or the pre-emptive rights as provided for under the Non-competition Deed, such
transactions will constitute connected transactions, and we shall comply with the relevant

requirements under Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

Summary Table of our Continuing Connected Transactions

Set forth below are our connected transactions as well as the waivers from strict
compliance with the relevant requirements of the Listing Rules that our Company has received

from the Stock Exchange:

Proposed annual cap (RMB in
thousands) for the year ending

Applicable December 31,

Nature of transaction Listing Rules  Waiver sought 2018 2019 2020

L Exempt Continuing Connected Transactions

Trademark License 14A.76(1) N/A N/A N/A N/A
Agreement

Repayment of the capital ~ 14A.90 N/A N/A N/A N/A
reduction

Loan Services Framework  14A.90 N/A N/A N/A N/A
Agreement

General Supply Framework 14A.97 N/A N/A N/A N/A
Agreement

Electricity Supply 14A.97 N/A N/A N/A N/A

Framework Agreement
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Proposed annual cap (RMB in
thousands) for the year ending
December 31,

Applicable
Nature of transaction Listing Rules  Waiver sought 2018 2019 2020
1I. Non-Exempt Continuing Connected Transactions
(a) Continuing Connected Transactions which is subject to the reporting, annual review and

announcement requirements but exempted from the independent shareholders’ approval

requirement
Construction, Technical 14A.31 Waiver from 4,000 4,000 4,000
Support and 14A.34 announcement
Maintenance Services 14A.35 requirement

Framework Agreement

(b) Continuing Connected Transactions which are subject to the reporting, annual review,
announcement and independent shareholders’ approval requirements

Raw Material Procurement 14A.31 Waiver from 28,127 28,127 28,127
Framework Agreement 14A.34 announcement
14A.35 and independent
14A.36 shareholders’
14A.49 approval
14A.71 requirements

I. EXEMPT CONTINUING CONNECTED TRANSACTIONS

Continuing Connected Transactions Exempted under Rules 14A.76(1)

The following transaction is made in the ordinary and usual course of our business and
on normal commercial terms where each of the relevant percentage ratios calculated for the
purpose of Chapter 14A of the Listing Rules will, as our Directors currently expect, not be
more than 0.1% on an annual basis. By virtue of Rule 14A.76 (1) of the Listing Rules, the
transaction is exempted from the reporting, annual review, announcement and independent
shareholders’ approval requirements under Chapter 14A of the Listing Rules.

(1) Trademark License Agreement

Principal terms: We entered into a trademark license agreement with Tianbao
Holdings on April 4, 2018 (the “Trademark License Agreement”), pursuant to which
Tianbao Holdings has agreed to grant us a general license on a non-exclusive basis in
respect of certain trademarks of Tianbao Holdings for our use free of charge. Unless with
the prior written consent of Tianbao Holdings, we may not transfer or license such
trademarks to any third parties.
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The Trademark License Agreement, effective on the Listing Date, is for a term of 20
years for nil consideration. Tianbao Holdings will take all measures necessary to maintain
(or extend) the effective registration of the trademarks licensed for our use under the
Trademark License Agreement.

Reasons for the transaction: We have been using the trademarks of Tianbao
Holdings for a number of years. As such, in order to continue to leverage our brand
awareness, we will continue to use certain trademarks of Tianbao Holdings after
completion of the Share Offer. Since the relevant trademarks are fundamental to our
corporate brand and the trademark license is granted to us for nil consideration, the initial
term of the Trademark License Agreement is set at 20 years, i.e. on better terms to our
Company and the interests of our Shareholders as a whole.

Historical amounts: The amounts of transaction carried out for the three years
ended December 31, 2015, 2016 and 2017 were nil, nil and nil, respectively. Since the
trademark license is granted for nil consideration and we are not required to pay any
license fee to Tianbao Holdings, each of the percentage ratios (other than the profits ratio)
under Rule 14.07 of the Listing Rules for the above continuing connected transaction is
less than 0.1%. Accordingly, the transaction contemplated under the Trademark License
Agreement constitutes a de minimis continuing connected transaction exempted from
reporting, annual review, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

In relation to the Trademark Licence Agreement, the Directors and the Sole Sponsor
are of the view that: (i) the trademarks have been used for a number of years and the
continuous use of the trademark will allow the Company to maintain brand awareness and
consistency of its market image; (ii) the term of 20 years for nil consideration would
benefit the Company and the interest of the Company’s shareholders as a whole; and (iii)
20 years is a long term which affords a great degree of stability and continuity of the
Company’s business. The Sole Sponsor also notes the term of 20 years for such license
agreement is not uncommon among state-owned enterprises listed on the Stock Exchange
and is of the view that it is normal market practice for the term of the license agreement
of this nature to be 20 years.

Continuing Connected Transactions Exempted under Rules 14A.90

The following transactions are financial assistances received by our Group from Tianbao

Group, the connected persons of our Group conducted on normal commercial terms or better

and it is not secured by the assets of our Group. By virtue of Rule 14A.90 of the Listing Rules,

the transactions are exempted from the reporting, annual review, announcement and

independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

(2) Repayment of the capital reduction

In October 2016, the registered capital of Tianjin Tianbao Electricity was reduced
from RMB219,002,673 to RMB87,002,673 and the capital reserve of Tianjin Tianbao
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Electricity was reduced from RMB136,725,216.38 to RMB27,851,616.38. After the
aforesaid capital reduction, Tianjin Tianbao Electricity shall return approximately
RMB228.4 million and RMB12.5 million to Tianbao Holdings and Tianbao Investment,
respectively. On December 30, 2016, Tianjin Tianbao Electricity entered into an
agreement with Tianbao Holdings and Tianbao Investment, under which, Tianjin Tianbao
Electricity shall repay the capital reduction payment according to the following
repayment plan: (1) to pay RMB12,490,260.05 to Tianbao Investment by June 2018; (2)
to pay RMB60 million to Tianbao Holdings by December 2018; (3) to pay RMB80 million
to Tianbao Holdings by December 2020; (4) to pay RMB88,383,339.95 to Tianbao
Holdings by December 2021. Our Company assumed the liability in respect of the above
repayment upon its incorporation. Tianbao Holdings and Tianbao Investment will not

charge any interest on the capital reduction.

The above repayment arrangement will constitute continuing connected transactions
in the form of financial assistance from connected persons in favor of our Group on
normal commercial terms (or better to our Group) where no security over the assets of our
Group is granted and would, upon the Listing, be exempted from the reporting, annual
review, announcement and independent shareholders’ approval requirements pursuant to
Rule 14A.90 of the Listing Rules.

(3) Loan Services Framework Agreement

We entered into a loan services framework agreement (“Loan Services Framework
Agreement”) with TFIHC on April 4, 2018, pursuant to which Tianbao Group will
provide loans services to us for the benefit of our Group. Our Directors consider that
Tianbao Finance is able to provide loans to us on a fast-track basis with simplified and
streamlined approval, drawdown and repayment procedures. When faced with urgent
business and operation needs, Tianbao Finance will be well positioned to provide us

short-term funding support in a timely and efficient manner.

The interest rates applicable to the loans provided to us from Tianbao Group shall
be (i) on normal commercial terms; (ii) the benchmark interest rate published by PBOC
for loans of a similar type for the same period; and (iii) no less favorable than interest
rates for the comparable loans provided by Tianbao Group to other members of Tianbao
Group.

The above loan services will constitute continuing connected transactions in the
form of financial assistance from connected persons in favor of our Group on normal
commercial terms (or better to our Group) where no security over the assets of our Group
is granted and would, upon the Listing, be exempted from the reporting, annual review,
announcement and independent shareholders’ approval requirements pursuant to Rule
14A.90 of the Listing Rules.
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Continuing Connected Transactions Exempted under Rules 14A.97

The following transactions are carried out in our ordinary and usual course of business to
the public in Tianjin Port Free Trade Zone (Seaport) and on normal commercial terms that are
comparable to or no more favorable than those offered to Independent Third Parties. By virtue
of Rule 14A.97 of the Listing Rules, the transaction is exempted from the reporting, annual
review, announcement and independent shareholders’ approval requirements under Chapter
14A of the Listing Rules.

(4) General Supply Framework Agreement

We have been providing steam, heating and cooling to the public in Tianjin Port Free
Trade Zone (Seaport), which includes our connected person (including our Directors,
Supervisors and some of the companies in the Tianbao Group). On April 4, 2018, we and
TFIHC entered into a general supply framework agreement (“General Supply
Framework Agreement”) pursuant to which our Group, will continue to sell steam,
heating and cooling to Tianbao Group upon Listing, which will constitute continuing
connected transactions for us under Chapter 14A of the Listing Rules. Separate contracts
will be entered into between relevant entities of both parties to set out the specific terms
and conditions pursuant to the principles stipulated in the General Supply Framework
Agreement.

The generation and selling of steam, heating and cooling from a power station is in
the ordinary and usual course of business of our Group and the supply of electricity to
Tianbao Group belongs to normal business arrangement and based on arm’s length
negotiation. The terms we offered to TFIHC are comparable to or no more favorable than
those offered to Independent Third Parties. Therefore, these continuing connected
transactions, namely selling of consumer goods and services under 14A.97 of the Listing
Rules, will be exempt from the reporting, annual review, announcement and independent
shareholders’ approval requirements under Chapter 14A of the Listing Rules.

(5) Electricity Supply Framework Agreement

We have been providing electricity to the public in Tianjin Port Free Trade Zone
(Seaport), which includes our connected person (including our Directors, Supervisors and
a number of the companies in the Tianbao Group). On April 4, 2018, we and TFIHC
entered into an electricity supply framework agreement (“Electricity Supply
Framework Agreement”), pursuant to which our Group will sell electricity to Tianbao
Group upon Listing, which will constitute continuing connected transactions for us under
Chapter 14A of the Listing Rules. Separate contracts will be entered into between relevant
entities of both parties to set out the specific terms and conditions pursuant to the
principles stipulated in the Electricity Supply Framework Agreement.

The dispatch and sale of electricity is in the ordinary and usual course of business
of our Group and the supply of electricity to Tianbao Group belongs to normal business
arrangement and based on arm’s length negotiation. The terms we offered to TFIHC are
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II.

(a)

comparable to or no more favorable than those offered to Independent Third Parties.
Therefore, these continuing connected transactions, namely selling of consumer goods
and services under 14A.97 of the Listing Rules, will be exempt from the reporting, annual
review, announcement and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS
Continuing Connected Transaction which is subject to the reporting, annual review
and announcement requirements but exempted from the independent shareholders’

approval requirement

The following transactions are entered into during the ordinary and usual course of our

business on normal commercial terms where, as our Directors currently expect, each of the

applicable “percentage ratios” (except for the profit ratio) calculated for the purpose of Chapter

14 A of the Listing Rules will not exceed 5% or will be less than 25% on an annual basis and

the annual consideration is less than HK$10,000,000. These transactions qualify under Rule

14A.76(2) of the Listing Rules as continuing connected transactions exempt from the circular

(including independent financial advice) and shareholders’ approval requirements but are

subject to the relevant annual reporting and announcement requirement set out in Chapter 14A
of the Listing Rules.

(6) Construction, Technical Support and Maintenance Services Framework
Agreement

Principal terms: We entered into a construction, technical support and maintenance
services framework agreement (“Construction, Technical Support and Maintenance
Services Framework Agreement”) with TFIHC on April 4, 2018, pursuant to which our
Group will provide certain types of construction, technical support and maintenance
services to Tianbao Group, including construction, spare parts services, training,
maintenance, operation preparation services, technical studies and expert support

services.

The Construction, Technical Support and Maintenance Services Framework
Agreement, effective on the Listing Date, is valid for a term commencing from the Listing
Date and ending on December 31, 2020. Separate contracts will be entered into between
relevant entities of both parties to set out the specific terms and conditions pursuant to the
principles stipulated in the Construction, Technical Support and Maintenance Services

Framework Agreement.

Reasons for the transactions: Historically, we have been providing certain
construction, technical support and maintenance services provided to Tianbao Group in
our ordinary and usual course of business in relation to power generation and industrial
facility operation. We have carried out such transactions with Tianbao Group because: (i)
members of our Group and Tianbao Group have established business relationships since
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their respective establishments; (ii) we are specialist providers in the respective fields,
either possessing the requisite license for provision of such service and/or are equipped
with experienced and skilled technicians to carry out the specialized work involved; and
(iii) the services provided by us to Tianbao Group have been on arm’s length basis and
no more favorable terms, compared with the services we provided to other third parties,
taking into account the service quality, price, knowledge of each other’s business needs
and operational requirements, familiarity with each other’s projects and value-added
contributions that could be offered.

Pricing policy: The service fees are agreed and based on actual costs and expenses
incurred in providing the relevant services on normal commercial terms after arm’s length
negotiations and on normal commercial terms between the relevant parties with reference
to fees in the open market, which shall be no less favourable than the price for similar
transactions with independent third parties.

Historical amounts: The amounts of fees in respect of the construction, technical
support and maintenance services received/receivable from Tianbao Group for the three
years ended December 31, 2015, 2016 and 2017 are set out below:

Historical Amount For
Year Ended December 31,

2015 2016 2017
(RMB in thousands)

Total fees paid/payable to our
Group from Tianbao Group 3,774 3,203 6,635

Annual caps: The maximum aggregate annual transaction amount for the three
years ending December 31, 2018, 2019 and 2020 shall not exceed the caps as set out
below:

Proposed annual cap.
Year Ended December 31,

2018 2019 2020
(RMB in thousands)

Total fees paid/payable to our
Group from Tianbao Group 6,700 6,700 6,700

Basis of annual caps: In determining the above annual caps, our Directors have
considered, among other factors, (i) the historical transaction amounts incurred between
our Group and Tianbao Group in respect of the construction, technical support and
maintenance services provided/received; and (ii) the estimated increase in the average
market price for such construction, technical support and maintenance services
attributable to anticipated increases in labor and technology costs.
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(b) Continuing Connected Transactions which are subject to the reporting, annual
review, announcement and independent shareholders’ approval requirements

The following transactions are entered into during the ordinary and usual course of our
business on normal commercial terms where, as our Directors currently expect, each of the
applicable “percentage ratios” (except for the profit ratio) calculated for the purpose of Chapter
14 A of the Listing Rules will exceed 5% on an annual basis and the annual consideration will
exceed HK$10,000,000. Under the Listing Rules, these transactions will be subject to the
requirements of reporting, annual review, announcement and independent shareholders’

approval.

(7) Raw Material Supply Framework Agreement

Principal terms: In the ordinary and usual course of our business, we entered into
a raw material framework agreement, dated April 4, 2018, with TFIHC (the “Raw
Material Supply Framework Agreement”), pursuant to which we will purchase from

Tianbao Group and Tianbao Group will supply to us coal and water.

The Raw Material Supply Framework Agreement, effective on the Listing Date, is
valid for a term commencing from the Listing Date and ending on December 31, 2020.
Separate contracts will be entered into between relevant entities of both parties to set out
the specific terms and conditions pursuant to the principles stipulated in the Raw Material

Supply Framework Agreement.

Reasons for the transactions: In the ordinary and usual course of our business, we
procure, among other, coal and water for our power generation and electricity dispatch
operation. Historically, we have been procuring coal and water from Tianbao Group in our
ordinary and usual course of business to fuel our coal-fired cogeneration power plant.
Tianbao Group is a coal and water supplier in Tianjin and supplies quality coal and water
at competitive pricing in the open market within the range as prescribed by the PRC
government from time to time. The Raw Material Supply Framework Agreement provides
a formal and unified framework of operations for the supply and procurement of coal and

water between our Group and Tianbao Group.

Pricing policy: For procurement of coal, the price is set through a public tendering
and bidding process, and by making reference to the price of similar products available
in the open market. For procurement of water, the price is set and adjusted by competent
local pricing bureau or by making reference to the price of similar products available in
the open market. The procurement of coal and water will be conducted on normal
commercial terms and the purchase price of coal and water will be at rates no less
favourable to our Group than those available from independent third parties for the

relevant transactions.
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Historical amounts: The amounts of transactions paid or payable by our Group in
relation to procurement of coal and water from Tianbao Group for the three years ended
December 31, 2015, 2016 and 2017 are set out below:

Historical Amount For
Year Ended December 31,

2015 2016 2017
(RMB in thousands)

Coal 10,758 12,250 nil
Water 10,508 6,975 365
Total fees paid/payable by our

Group to Tianbao Group 21,266 19,225 365

Annual caps: The maximum aggregate annual transaction amount for the three
years ending December 31, 2018, 2019 and 2020 shall not exceed the caps as set out

below:

Proposed annual cap
Year Ended December 31,

2018 2019 2020
(RMB in thousands)

Total fees paid/payable by our
Group to Tianbao Group 28,127 28,127 28,127

Basis of annual caps: In determining the above annual caps, our Directors have
considered a number of factors including (i) the historical transaction amounts with
Tianbao Group for the purchase of our raw materials, including coal and water; (ii) the
estimated sales volume of raw materials to be purchased from Tianbao Group for the three
years ending December 31, 2020; and (iii) the current unit price of the raw materials we
purchased from Tianbao Group. The proposed annual caps for the Raw Material Supply
Framework Agreement are significantly higher than the historical transaction amount
principally because for conservative reasons, we have adopted the highest purchase price
of coal during the period from January to September 2017 (RMB587.3) multiplying by the
total volume of coal purchased by our Company for the year ended December 31, 2016
as a basis of determining the annual caps, in view of the pricing trend of coal as set out
in the section headed “Industry Overview” in this prospectus. During the year ended
December 31, 2017, the highest price of standard coal (5,000 kcal/kg) we purchased
(excluding VAT) was RMB595.1 per ton, as compared with RMB455 per ton and
RMBS553 per ton for the years ended December 31, 2015 and 2016, respectively.
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CORPORATE GOVERNANCE MEASURES

We have adopted the following internal control and corporate governance measures to

ensure that our transactions with Tianbao Group will be conducted on normal commercial

terms going forward:

(1)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

where applicable and commercially sensible, we will continue to request Tianbao
Group to provide the relevant materials, products and services to us on arm’s length
basis and on the best available terms, with reference to the prevailing market prices;

as part of our internal control measures, the implementation of the Framework
Agreements and the actual number and amount of materials, products and services
will be monitored and reviewed by our Board (including the independent non-
executive Directors) and the senior management on a regular basis, with reference
to terms of similar transactions with independent third parties;

the relevant operational divisions of our Group will report regularly to senior
management with respect to the actual performance of our transactions with Tianbao
Group;

the Director(s) and/or the Shareholder(s) with an interest in the relevant
transaction(s) shall abstain from voting in respect of the resolution(s);

we will comply with the conditions prescribed under the waiver granted by the Stock
Exchange in connection with the continuing connected transactions in this regard;

pursuant to the Corporate Governance Code and Corporate Governance Report in
accordance with Appendix 14 of the Listing Rules, our Directors, including the
independent non-executive Directors, will be able to seek independent professional
advice in respect of the relevant transactions from external parties in appropriate
circumstances;

we shall use our best endeavor to comply with the relevant reporting, annual review
announcement and independent shareholders’ approval requirements under Chapter
14A of the Listing Rules for the continuing connected transactions;

we will engage our auditors to review the connected transactions between us and
TFIHC to ensure that the transactions contemplated under the Framework
Agreements have been conducted in accordance with the requirements of the Listing
Rules and have fulfilled the relevant disclosure requirements; and

we will duly disclose in our annual reports and accounts the transactions with
Tianbao Group during each financial period, together with the conclusions (with
basis) drawn by our independent non-executive Directors whether the transactions
are conducted on normal commercial terms, fair and reasonable, and in the interest
of the Shareholders as a whole.
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WAIVER APPLICATION FOR NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

By virtue of Rule 14A.76(2) of the Listing Rules, the transactions under paragraph 1 of
the sub-section “Non-Exempt Continuing Connected Transactions” will constitute connected
transactions which are subject to reporting, annual review and announcement requirements
under Chapter 14A of the Listing Rules. Each of the transactions under paragraph 2 of
sub-section “Non-Exempt Continuing Connected Transactions” will constitute connected
transactions subject to reporting, annual review, announcement and independent shareholders’

approval requirements under Chapter 14A of the Listing Rules.

As the above non-exempt continuing connected transactions are expected to continue on
a recurring and continuing basis, our Directors consider that compliance with the above
announcement and/or independent shareholders’ approval requirements would be impractical,

would add unnecessary administrative costs to us and would be unduly burdensome to us.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver to us under Rule 14A.105 of the Listing Rules from compliance with the
announcement and/or independent shareholders’ approval requirements in respect of the above
non-exempt continuing connected transactions. In addition, we confirm that we will comply
with the Listing Rules in relation to the discloseable and non-exempt continuing connected

transactions.

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those applicable as of the Latest Practicable Date on the continuing
connected transactions referred to in this Prospectus, our Company will take immediate steps

to ensure compliance with such new requirements within a reasonable time.

CONFIRMATION FROM OUR DIRECTORS

Our Directors (including our independent non-executive Directors) are of the view that
the non-exempt continuing connected transactions as set out above have been and will be
entered into during our ordinary and usual course of business on normal commercial terms, and
are fair and reasonable and in the interest of our Company and our Shareholders as a whole,
and that the proposed annual caps for these transactions are fair and reasonable and in the

interests of us and our Shareholders as a whole.
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CONFIRMATION FROM THE SOLE SPONSOR

The Sole Sponsor has reviewed the relevant information and historical figures prepared
and provided by our Company relating to the non-exempt continuing connected transactions
under paragraph II of subsection headed “— Continuing Connected Transactions” above, and
have also discussed these transactions with us and obtained various representations from us.
Based on the aforementioned due diligence work, the Sole Sponsor is of the view that such
non-exempt continuing connected transactions are on normal commercial terms, are fair and
reasonable as far as our Shareholders is concerned and have been and will be entered into in
the ordinary and usual course of business of our Group. The Sole Sponsor is also of the view

that the above annual caps for such transactions are fair and reasonable.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The following table presents certain information of our Directors, Supervisors and senior

management:
Directors
Date of Date of Joining Principal Roles and
Name Age Position Appointment the Group Responsibilities
Mr. GAO Hongxin 51 executive Director ~ March 24, May 10, 2007 Holding Board meetings;
(FEH) and chairman of 2017 formulating business
the Board development strategies;
reforming the power system
and safety management.
Mr. XING Cheng 54 executive Director ~ March 24, February 17, 2016 Supervising the daily operation
i) 2017 of our Company and in charge
of our Company’s Haigang
Thermal Plant, production
technology department, sales
centre and safety monitoring
department.
Mr. PENG Chong 40 executive Director ~ March 24, January 1, 2017 Responsible for our Company’s
(&) 2017 financial accounting,
financing, tax matters and in
charge of the financial
management department of our
Company.
Ms. FANG Wei 38 executive Director ~ March 24, January 1, 2017 Assisting the chairman of the
(B%) 2017 Board in respect of capital

market operations; liaising
with relevant regulatory
authorities and in charge of
the securities department of
our Company.

Note: Mr. Gao Hongxin, Mr. Xing Cheng, Mr. Peng Chong, Ms. Fang Wei and Mr. Wu Tao were Directors of the
Company since January 19, 2017 and on March 24, 2017, Mr. Gao Hongxin, Mr. Xing Cheng, Mr. Peng
Chong and Ms. Fang Wei were redesignated as executive Directors and Mr. Wu Tao were redesignated as
non-executive Directors.
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Date of Date of Joining Principal Roles and
Name Age Position Appointment the Group Responsibilities
Mr. YU Yang (THr) 39 non-executive November 22, November 22, 2017 Participating in the decision
Director 2017 making of Directors with

respect to major issues of our
Company; and making
recommendations on matters
such as corporate governance,
audit as well as remuneration
of Directors, Supervisors and
senior management.

Mr. WU Tao 56 non-executive March 24, January 19, 2017 Participating in the decision
(RH#) Director 2017 making of Directors with

respect to ma