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The Board of China Longyuan Power Group Corporation Limited* hereby announced the
unaudited operating results for the six months ended 30 June 2019 and a comparison with
the operating results for the six months ended 30 June 2018 (the “corresponding period of

2018"). For the six months ended 30 June 2019, the Group recorded consolidated operating
revenue of RMB14,038 million, representing an increase of 5.1% over RMB13,363 million for the

corresponding period of 2018. Profit before taxation amounted to RMB4,384 million, representing

an increase of 0.3% over RMB4,372 million for the corresponding period of 2018. Net profit

attributable to equity holders of the Company amounted to RMB3,208 million, representing

an increase of 0.5% from RMB3,193 million for the corresponding period of 2018. Earnings
per share amounted to RMB0.3841, representing an increase of RMB0.0018 from RMB0.3823
for the corresponding period of 2018. As at 30 June 2019, net assets per share (excluding
non-controlling interests) amounted to RMB6.42.

*  For identification purpose only
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INTERIM RESULTS AND FINANCIAL DATA

1. Revenue 2. Net profit attributable to equity
holders of the Company
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For the six months ended 30 June

2019 2018
RMB’000 RMB’000

Revenue 14037658 13,362,888
Profit before taxation 4,384,148 4,372,194
Income tax (752,618) (769,202)
Profit for the period 3,631,530 3,602,992
Attributable to:

Equity holders of the Company 3,207,841 3,193,499

Non-controlling interests 423,689 409,493
Total comprehensive income for the period 3,765,480 3,316,535
Attributable to:

Equity holders of the Company 3,353,171 2,931,110

Non-controlling interests 412,309 385,425
Basic and diluted earnings per share (RMB cents) 38.41 38.23
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INTERIM RESULTS AND FINANCIAL DATA

30 June 31 December
2019 2018
RMB’000 RMB’000
Total non-current assets 128,505,698 128,718,285
Total current assets 24,392,767 17,786,051
Total assets 152,898,465 146,504,336
Total current liabilities 39,883,240 39,780,268
Total non-current liabilities 53,975,974 50,158,275
Total liabilities 93,859,214 89,938,543
Net assets 59,039,251 56,565,793
Gearing ratio (%) 0.83 0.84
Total equity attributable to the equity holders of the
Company 51,587,183 49,236,430
Non-controlling interests 7,452,068 7,329,363
Total equity 59,039,251 56,565,793
Net assets per share (RMB) 6.42 6.13

Note:

Gearing ratio = total liabilities/(total assets — current liabilities)
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(Unless otherwise specified, the following information disclosure was based on financial
information prepared in accordance with IFRSs)

In the first half of 2019, international situation became complicated and severe, the Chinese
macro economy faced growing pains of economic transformation, with interlacing old and new
contradictions and a combination of cyclical and structural problems. Despite all this, China’s
gross domestic product (GDP) grew by 6.3% year on year, the value-added of the industrial
enterprises above designated size across the country grew by 6.0% year on year, the national
investment in fixed assets (excluding rural households) grew by 5.8% year on year and the
total retail sales of consumer goods nationwide grew by 8.4% year on year. China’'s economy
continued to operate within a reasonable range and sustained a development momentum of an
overall steady growth during the first half of the year.

In the first half of the year, China’s electricity supply and demand were roughly balanced on the
whole, the growth in the power consumption across the country slowed down year on year.
According to the statistics from China Electricity Council, power consumption across the country
was 3,398 billion kWh, representing a year-on-year increase of 5.0%, 4.4 percentage points lower
than that of the corresponding period of 2018. The power generation of above-the-scale power
plants across the country amounted to 3,367.3 billion kWh, representing a year-on-year increase
of 3.3%, 5.0 percentage points lower than that of the same period of 2018; of which wind power
generation amounted to 214.5 billion kWh, representing a year-on-year increase of 11.5%. The
cumulative average utilisation hours of power generation equipment across the country were
1,834 hours, representing a year-on-year decrease of 24 hours, of which the utilisation hours of
grid-connected wind power equipment were 1,133 hours, down by 10 hours year on year. The
installed capacity newly added through infrastructure construction across the country decreased
year on year, and the growth in the power generation installed capacity continued to slow down.
The power generation capacity newly added through infrastructure construction across the
country amounted to 40.74 GW in the first half of the year, representing a year-on-year decrease
of 11.37 GW, of which wind power accounted for 9.09 GW, representing a year-on-year increase
of 1.56 GW. As of 30 June 2019, the installed capacity of power plants with capacity of 6,000 kW
and above across the country amounted to 1,838.55 GW, representing a year-on-year increase of
5.7%, of which grid-connected capacity of wind power amounted to 192.69 GW, representing a
year-on-year increase of 12.2%. The trans-regional and trans-provincial power transmission across
the country grew rapidly. In the first half of the year, the trans-regional power transmission
across the country was 224.3 billion kWh, representing a year-on-year increase of 11.2%. The
total power transmission of all provinces across the country was 642.6 billion kWh, representing
a year-on-year increase of 12.0%.
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2019, China’s wind power industry entered a new stage of development, with significant
changes taking place in development landscape. The National Development and Reform
Commission (“NDRC”) and the National Energy Administration (* NEA") released a string of
policies on grid parity, competitive allocation and furtherance of on-grid tariff, marking a new
era of “fully competitive bidding, partial grid-parity” for newly approved projects (except for
decentralized projects) and stipulating the timeline to cancel subsidies for approved onshore wind
power projects.

In January 2019, the NDRC and the NEA jointly issued the Notice on Actively Promoting Work
Concerning Subsidy-free Grid-Parity for Wind Power and Photovoltaic Power Projects ¢ € 0
=at ee"ejelph; jche " *yY.]" ), proposing twelve requirements and
supporting policy measures, including to carry out the construction of grid-parity projects and
low-price grid pilot projects and to optimize the investment environment for grid-parity projects
and low-price grid projects. The notice has set out “12 guidelines” aiming to put forth a non-
mandatory plan to encourage grid parity or low-price grid projects during the transitional period
of realizing the reduction and cancellation of subsidies and the grid parity for wind power and
photovoltaic power projects in the next two years. In April 2019, the General Department of
the NEA issued the Work Plan for Promoting the Development of Subsidy-free Grid-Parity Wind
Power and Photovoltaic Power Projects (Exposure Draft) ¢ 62t ,ee +ielph;
jcef EY " *U&DE A« ), which requires the relevant development and reform
commissions of each province (region/city) with conditions to develop grid-parity wind power and
photovoltaic power generation projects to submit the lists of the first batch of grid-parity wind
power and photovoltaic power projects in 2019 before 25 April. On 20 May 2019, the NDRC and
the NEA announced the lists for the first batch of grid-parity wind power and photovoltaic power
projects in 2019, requiring priorities to be given to the development of these projects before
commencement of competitive allocation of subsidized wind power projects by provincial-level
energy authorities. On 28 May 2019, the NEA issued the Notice on the Issues Related to the
Development of Wind Power and Photovoltaic Power Projects in 2019 (« &€ 62019 E ,ee " i
e°f Epé+°Y - ]" ) and simultaneously released the Work Plan for the Development of
Wind Power Projects in 2019 (+ 2019 E ,e°f £°*Ué" ), aiming to further regulate work
requirements and management mechanisms for the development of wind power projects, give
full play to the decisive role of the market in resource allocation, guide the competition in the
wind power market and promote high-quality development of the industry by actively promoting
the construction of grid parity projects, strictly standardizing competitive allocation process of
subsidized projects, comprehensively implementing the capacities of power transmission and
consumption and optimizing investment and business environment. |
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MANAGEMENT DISCUSSION AND ANALYSIS

In May 2019, the NDRC issued the Notice on Improving the Wind Power On-grid Tariffs Policy,
+€06e° ,ejce A Y- -] ), adjusting tariffs of onshore and offshore wind power
projects from benchmark on-grid tariffs to guidance prices which shall serve as the upper limit
for enterprises’ on-grid tariffs and provide the basis for competitive allocation of wind power
projects. From 2019 onwards, the tariffs of newly approved concentrated onshore and offshore
wind power projects determined through bidding process shall not be higher than guidance prices
for the resource zones where the projects locate, which sets up a “ceiling” for competitive
pricing in the wind power sector, i.e. guidance prices shall be the highest prices for future
bidding for wind power projects. Each province shall take the guidance price of local wind power
as the upper limit for on-grid tariffs of projects allocated through competitive bidding and not set
up lower limit. The notice specifies that guidance prices of newly approved onshore wind power
projects in Tier I-1V resource zones which are in line with relevant plans and included in the annual
scale management of financial subsidies in 2019 are RMB0.34/kWh, RMBO0.39/kWh, RMBO0.43/
kWh and RMBO0.52/kWh (inclusive of tax), respectively. The guidance price of wind power in
2020 would be further adjusted downward, i.e. being RMB0.29/kWh, RMB0.34/kWh, RMB0.38/
kwh and RMBO0.47/kWh (inclusive of tax), respectively. Furthermore, the notice also stipulates
that onshore wind power projects approved by the end of 2020 shall complete grid connection in
accordance with the prescribed time, otherwise they would not be eligible to receive subsidies;
and that grid parity will apply to all new onshore wind power projects from 2021 onwards. The
guidance price of newly approved offshore wind power projects which are in line with relevant
plans and included in the annual scale management of financial subsidies in 2019 is RMBO0.8/kWh
(inclusive of tax) and shall be adjusted to RMBO0.75/kWh (inclusive of tax) in 2020. For offshore
wind power projects having been approved by the end of 2018, if all generating units complete
grid connection by the end of 2021, on-grid tariffs at the time of approval shall be adopted; and if
all generating units complete grid connection in 2022 and thereafter, then the guidance prices at
the year of grid connection shall be adopted.

While requiring grid parity and competitive allocation for wind power projects, the NDRC and the
NEA also introduced a series of policies to guarantee the consumption of renewable energy and
create conditions for grid parity and competitive allocation of wind power, further promoting the

transformation of energy consumption structure.

In January 2019, the NDRC and the NEA jointly issued the Notice on Regulating the Management
for Planning Prioritised Power Generation and Purchase ¢&6+i <ie <...e EM#

Y -]1* ), which indicates that prioritised power generation serves as an efficient way for the
guaranteed purchase of wind power, solar energy and other clean energy, ensuring the safe
operation of clean energy sources such as nuclear power and large hydropower plants at full base
load, and facilitating the stable operation of regulated power supplies such as peak-shaving and
frequency regulation, and formulated regulations on relevant matters in terms of the management
for planning prioritised power generation and purchase. In April 2019, the NEA issued the Notice
on Improving the Power Trading Mechanism Related to Wind Power Heating and Expanding the
Application of Wind Power Heating (¢ €8+ ,e62 éebtgUSO},e62D\Y

-1 ), which points out that the market trading mechanism of wind power heating should be
further improved and the application scope and scale of wind power heating should be expanded.
In May 2019, the NDRC and the NEA jointly issued the Notice on Establishing and Improving
the Guarantee Mechanism of Renewable Energy Power Consumption (¢ €8 m & 7]
eUeb v-22USY - ]* ), which proposes to set up responsibility weights of renewable
energy power consumption for power consumption. Pursuant to the notice, the responsibility
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MANAGEMENT DISCUSSION AND ANALYSIS
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Management quality was improved. Based on the power generation indicator, the
Group developed key indicators such as generation difference rate, average number
of faults, average downtime per failure and completion rate of regular inspection to
create a multi-dimensional indicator evaluation system, promoted the assessment
method of generation difference rate, and established an effective incentive
mechanism for production personnel to stimulate their passion in production and
management. In addition, the roles and responsibilities of operation and management
of the Company, its subsidiaries and wind farms for the three-level monitoring system
were further clarified, thus keeping the state of equipment controllable and under
control, and ensuring accurate and timely troubleshooting and safe and effective
operation. Moreover, the Group made solid progress in the refined management of
equipment, and carried out in-depth the “year of equipment maintenance” activities.
In particular, it emphasized rectification of equipment defects, tracked and supervise
the rectification of key defects, and increased efforts on technical renovation and
in tackling major technical challenges, achieving remarkable results in equipment
maintenance.

The Group innovated its management mechanisms. Thanks to the improvement of
grid curtailment management, a continuous decrease in the level of grid curtailment
was seen. The Group strictly implemented dual controls on grid curtailment rate and
quantity, further strengthened follow-up analysis on grid curtailment of subordinate
units, and enhanced grid curtailment management in Xinjiang, Western Inner
Mongolia, Gansu and other regions with high grid curtailment rate to prevent rebound
risks. Meanwhile, the Group rationally sized up and capitalized on market conditions to

10 Interim Report 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the consolidated gross power generation of the Group’s

wind farms for the first half of 2018 and the first half of 2019 is set out as below:

First half First half Percentage

Region of 2019 of 2018 of change
(MWh) (MWh)

Heilongjiang 1,557,123 1,389,088 12.10%
Jilin 609,017 469,610 29.69%
Liaoning 1,314,843 1,359,244 -3.27%
Inner Mongolia 3,172,517 2,765,248 14.73%
Jiangsu (Onshore) 1,096,951 1,411,555 -22.29%
Jiangsu (Offshore) 1,205,287 980,129 22.97%
Zhejiang 163,438 182,888 -10.63%
Fujian 948,303 978,926 -3.13%
Hainan 45,620 60,412 -24.49%
Gansu 1,295,145 1,322,240 -2.05%
Xinjiang 1,793,243 1,603,680 11.82%
Hebei 1,304,679 1,429,304 -8.72%
Yunnan 1,519,762 1,220,298 24.54%
Anhui 674,601 876,649 -23.05%
Shandong 438,607 493,945 -11.20%
Tianjin 220,668 215,292 2.50%
Shanxi 869,870 1,012,854 -14.12%
Ningxia 708,997 832,880 -14.87%
Guizhou 822,482 682,749 20.47%
Shaanxi 388,945 389,389 -0.11%
Tibet 10,837 8,525 27.12%
Chongqing 226,054 149,995 50.71%
Shanghai 54,462 70,189 -22.41%
Guangdong 119,395 72,932 63.71%
Hunan 114,315 72,237 58.25%
Guangxi 155,691 132,613 17.40%
Jiangxi 46,789 48,980 -4.47%
Hubei 54,371 62,042 -12.36%
Canada 150,585 145,945 3.18%
South Africa 362,530 349,636 3.69%
Total 21,445,127 20,789,474 3.15%

China Longyuan Power Group Corporation Limited 171



MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the average utilisation hours/load factor of wind power of
the Group’s wind farms for the first half of 2018 and the first half of 2019 is set out as

below:

Average Average Percentage

utilisation Average utilisation Average of change

hours of wind load factor ~ hours of wind load factor of the average

power for the  of wind power power for  of wind power utilisation

first half for the first the first half for the first hours of

Region of 2019 half of 2019 of 2018 half of 2018  wind power

(hours) (hours)
Heilongjiang 1,263 29% 1,125 26% 12.27%
Jilin 1,118 26% 947 22% 18.06%
Liaoning 1,312 30% 1,355 31% -3.17%
Inner Mongolia 1,199 28% 1,069 25% 12.16%
Jiangsu (Onshore) 872 20% 1,148 26% -24.04%
Jiangsu (Offshore) 1,357 31% 1,656 38% -18.06%
Zhejiang 712 16% 802 18% -11.22%
Fujian 1,315 30% 1,451 33% -9.37%
Hainan 461 11% 610 14% -24.43%
Gansu 1,004 23% 1,025 24% -2.05%
Xinjiang 1,163 27% 1,040 24% 11.83%
Hebei 1,113 26% 1,222 28% -8.92%
Yunnan 1,975 45% 1,586 37% 24.53%
Anhui 920 21% 1,196 28% -23.08%
Shandong 1,183 27% 1,332 31% -11.19%
Tianjin 1,137 26% 1,212 28% -6.19%
Shanxi 990 23% 1,221 28% -18.92%
Ningxia 977 22% 1,149 26% -14.97%
Guizhou 1,281 29% 1,064 25% 20.39%
Shaanxi 998 23% 1,076 25% -7.25%
Tibet 1,445 33% 1,137 26% 27.09%
Chonggqing 1,076 25% 1,000 23% 7.60%
Shanghali 1,147 26% 1,478 34% -22.40%
Guangdong 1,274 29% 1,115 26% 14.26%
Hunan 1,299 30% 1,505 35% -13.69%
Guangxi 1,630 38% 1,389 32% 17.35%
Jiangxi 1,170 27% 1,224 28% -4.41%
Hubei 1,133 26% 1,293 30% -12.37%
Canada 1,520 35% 1,473 34% 3.19%
South Africa 1,483 34% 1,430 33% 3.71%
Total 1,172 27% 1,181 27% -0.76%
il
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Reporting Period.1 ( tha8 113.3858 672.nconsolidated 672.ngross 672.npower €




MANAGEMENT DISCUSSION AND ANALYSIS

3. Accelerating project construction to cement foundation for achievement
of the annual targets

In the first half of 2019, the Group embraced safe and steady project construction,
further improved project quality management and enhanced cost management
and control. The Group coordinated and settled problems identified in a timely
manner and thereby ensured project quality through scientifically optimised design,
strengthened supervision, emphasized supervising and manufacturing; effectively
curbed project changes and strictly controlled the project costs within the scope of
decision-making authority by regularly conducting overall analysis on cost, review on
changes and the maximum price limit and other in-process controls. In addition, the
Group standardised work concerning conservation of water and soil in the wind farms
from the perspectives of design, bidding, construction and supervisory management,
strictly implemented “three-simultaneousness” requirements for conservation of
water and soil for projects under construction, and fully fulfilled the requirements
of acceptance check and putting on record in relation to water conservation and
environmental protection for projects already completed, aiming at comprehensively
creating eco-friendly wind farms and achieving green and sustainable development.

In order to accelerate project construction effectively, and create favorable conditions
for the satisfactory attainment of the annual construction targets, in the second
quarter of the year, the Group responded proactively to the deployment of CHN
Energy for the “100-day campaign for safe production” campaign and organised the
“100-day campaign for project construction” activity. Meanwhile, the Group further

improved the system enabling synergic advancement of projects and preliminary work
to speed up the implementation of construction conditions for newly commenced

projects and timely carried out project-related work including geological prospecting,
map survey, road design, microsite selection etc., which initiated the work relating
to forest and land expropriation in advance and sped up the project construction
progress.

In the first half of 2019, the Group’s new wind power projects with installed capacity
of 90 MW commenced operation. As at 30 June 2019, the consolidated installed
capacity of the Group was 21,134 MW, among which, the consolidated installed
capacity of the wind power, coal power and other renewable energy segments were
19,009 MW, 1,875 MW and 250 MW, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the consolidated installed capacity of the Group’s wind
farms as at 30 June 2018 and 30 June 2019 is set out as below:

As of As of Percentage
Region 30 June 2019 30 June 2018 of change

(MW) (MW)
Heilongjiang 1,234.7 1,234.7 0.00%
Jilin 547.4 547.4 0.00%
Liaoning 1,003.2 1,003.2 0.00%
Inner Mongolia 2,635.8 2,635.8 0.00%
Jiangsu (onshore) 1,338.5 1,248.5 7.21%
Jiangsu (offshore) 1,180.3 980.3 20.40%
Zhejiang 227.9 227.9 0.00%
Fujian 865.1 717.1 20.64%
Hainan 99.0 99.0 0.00%
Gansu 1,289.8 1,289.8 0.00%
Xinjiang 1,541.3 1,541.3 0.00%
Hebei 1,170.1 1,170.1 0.00%
Yunnan 769.5 769.5 0.00%
Anhui 733.1 733.1 0.00%
Shandong 393.4 393.4 0.00%
Tianjin 194.0 194.0 0.00%
Shanxi 879.0 829.5 5.97%
Ningxia 724.7 724.7 0.00%
Guizhou 691.5 641.5 7.79%
Shaanxi 439.2 439.2 0.00%
Tibet 7.5 7.5 0.00%
Chongging 209.5 209.5 0.00%
Shanghai 47.5 47.5 0.00%
Guangdong 101.74 75.74 34.33%
Hunan 98.0 48.0 104.17%
Guangxi 95.5 95.5 0.00%
Jiangxi 100.0 100.0 0.00%
Hubei 48.0 48.0 0.00%
Canada 99.1 99.1 0.00%
South Africa 244.5 2445 0.00%
Total 19,008.84 18,395.34 3.34%

China Longyuan Power Group Corporation Limited 15
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MANAGEMENT DISCUSSION AND ANALYSIS

4. Participating in market transactions in a rational way and maintaining
basically stable tariffs

In the first half of 2019, the average on-grid tariffs for overall power generation

segments of the Group amounted to RMB457 per MWh (value-added tax (* VAT")
exclusive), representing an increase of RMB2 per MWh as compared with RMB455

per MWh (VAT exclusive) in the corresponding period of 2018. The average on-grid
tariffs for wind power amounted to RMB478 per MWh (VAT exclusive), about the

same as compared with RMB478 per MWh (VAT exclusive) in the corresponding
period of 2018, which was primarily due to the expanded scale of the market
transactions of wind power and the decrease in VAT rate. The average on-grid tariffs
for coal power amounted to RMB335 per MWh (VAT exclusive), representing a
decrease of RMB1 per MWh as compared with the average on-grid tariffs for coal

power of RMB336 per MWh (VAT exclusive) in the corresponding period of 2018,
which was primarily due to the expanded scale of direct electricity supply transactions

for major users of coal power and the decrease in VAT rate.

5. Carrying on with capital management and taking effective control of
capital cost

In the first half of 2019, the liquidity in the capital market moderately eased as

compared to that in the corresponding period last year. Capitalizing on the window of
opportunity, the Group carried out swap and optimization of interest-bearing liabilities
to exert effective control over capital cost. Thanks to its all-out efforts on expansion of

financing channels, the Group organized the recruitment of bond underwriters twice,

enhanced its competence in bond issuance, and successfully issued two tranches
of mid-term notes, and three tranches of ultra-short-term debentures in the first half

of the year. It also cemented its ties with major partners in the financial market to

further replenish the credit facilities of the Company and ensure capital supply. The
Group continued to deepen financing innovation and promoted innovative products
such as recycling factoring, asset securitization and supply chain finance, revitalized
existing receivable new energy subsidies. Short-term capital operations such as
ultra-short-term loans and overdraft of corporate account were employed flexibly
to reduce currency capital precipitation. It also improved refined capital operation
and achieved the management and control of large-capital income and expenditure
plans to full coverage at home and abroad to seek the time value of capital. The
Group strengthened the management and control of capital risks and expanded the
proportion of long-term financing to ensure the safety of the capital chain.
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MANAGEMENT DISCUSSION AND ANALYSIS

Boosting technical innovation steadily and leading the direction of
industry development

In the first half of 2019, the Group made new phased achievements in respect of
standards formulation and intellectual rights. It participated in the formation of 2
national standards for wind power and 11 industry standards for wind power, of which
5 industry standards including “Applied Technology Standards for Safety Belts/Safety
Tools of Wind Power Generating Units” passed the review of Energy Industry Wind
Power Operation and Standard Maintenance Committee, leading the development
direction of the industry. The Group obtained 9 new patents including 1 invention
patent and 8 utility model patents.

In the first half of 2019, the Group gained approval for and launched 14 technical
projects, of which 7 projects including the “Research and Application of Key
Technology for Intelligent Offshore Wind Farm” were approved by CHN Energy. The
“Study on Wind Power Operation Big Data Analysis and Processing Technology”,
a technical project of CHN Energy undertaken by the Company, obtained the
acceptance successfully and delivered a number of achievements. The “Application
and Verification of Wind Resource Appraisal and Wind Power Generating Unit Design
for Wind Farms”, a national key special research project led and undertaken by
the Company, passed the review of the Ministry of Science and Technology and
was launched officially. The technical results of “Key Technology for Construction
of Offshore Wind Farms under Complicated Geological Conditions” developed
independently by the Company passed the authoritative verification of domestic
academician-level experts and aligned with those at internationally leading standards.

China Longyuan Power Group Corporation Limited 17
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MANAGEMENT DISCUSSION AND ANALYSIS

7.

Advancing overseas projects steadily and carrying out “Going Global”
strategy proactively

In the first half of 2019, following the requirements of high-quality development,
the Group strived for breakthroughs in respect of overseas business by optimising
overseas layout and exerting greater efforts on preliminary work for and development
of projects in countries covered by the “Belt and Road” Initiative. Positive progress
was made in the Central and Eastern European market. In this regard, in addition
to close follow-ups of the bidding for the 2019 wind power projects in Poland, the
Group also further tapped the opportunities arising from the greenland wind power
projects in Ukraine by proper utilization of the limited window period of fixed tariff,
and obtained the right to develop the project. The Group has set up working teams to
open up new markets in Vietnam, clarified development idea as well as sorted out the
first-tier projects to carry out key cooperative development. The Group also conducted
evaluation and measurement on a number of wind power and photovoltaic projects
in the markets of such key countries as Australia, Bangladesh, Argentina and Egypt,
laying the ground for forwarding future projects.

The Group strengthened management of in-service overseas projects and enhanced
its capability in improvement of quality and efficiency. The Group’s companies
in Canada and South Africa consolidated the production and operation mode and
improved the responsibility management system to level up their management and
production safety standards in full swing, resulting in striking effect in respect of
production and operation. In the first half of 2019, Dufferin Wind Farm of the Group
in Canada recorded total power generation of 151 GWh, representing a year-on-
year increase of 3.18%; maintained safe production for a total of 1,672 days as at 30
June 2019. In the first half of 2019, the Group’s in De Aar Wind Farm in South Africa
recorded total power generation of 363 GWh, representing a year-on-year increase of
3.69%; and maintained safe production for a total of 609 days as at 30 June 2019.



MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS AND ANALYSIS THEREOF

Profit or loss and other comprehensive income

In the first half of 2019, the net profit of the Group amounted to RMB3,632 million,

representing an increase of 0.8% as compared to RMB3,603 million in the corresponding
period of 2018. Net profit attributable to equity holders of the Company amounted to
RMB3,208 million, representing an increase of 0.5% as compared to RMB3,193 million
in the corresponding period of 2018. Earnings per share amounted to RMB38.41 cents,
representing an increase of RMBO0.18 cent as compared to RMB38.23 cents in the
corresponding period of 2018.

Operating revenue

Operating revenue of the Group amounted to RMB14,038 million in the first half of 2019,
representing an increase of 5.1% as compared to RMB13,363 million in the corresponding
period of 2018. The increase in operating revenue was primarily due to: (1) an increase of
RMB335 million, or 3.5%, in electricity sales and other revenue of wind power segment
to RMB9,915 million in the first half of 2019 as compared to RMB9,580 million in the
corresponding period of 2018, which was primarily due to an increase in electricity sales
of wind power segment in line with an increase in installed wind power capacity; (2) an
increase of RMB233 million, or 15.0%, in revenue from coal sales of coal power segment
to RMB1,784 million in the first half of 2019 as compared to RMB1,551 million in the
corresponding period of 2018, which was primarily due to the increase in sales volume of
coal; and (3) an increase of RMB20 million, or 10.3%, in revenue from electricity sales of
other renewable energy segments to RMB215 million in the first half of 2019 as compared
to RMB195 million in the corresponding period of 2018, which was primarily due to the
increase in photovoltaic and biomass power generation.
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating revenue of each segment and their respective proportions are set out in the
diagram below (for the six months ended 30 June):

(RMB million)
14,000 317 (2.4%)
179 (14%) N16 (0.1%)
6 (0.0%) 215 (1.5%)
12,000 - 195 (1.5%) —— 1,784 (12.7%)
— 1,551 (11.6%) 368 (2.6%)
——354 (2.6%)
1,498 (11.2% .
10,000 - (11.2%) 1,423 (10.1%)
8,000 -
6,000 -
4,000 -
— 9,580 (71.7%) —— 9,915 (70.6%)
2,000 -
0
2018 2019

. Electricity sales and others . Electricity sales of other
of wind power segment renew able ener gy business

. Electricity sales of Service concession
coal power segment constr uction re venue
Steam sales of coal . Others

power segment

. Coal sales




MANAGEMENT DISCUSSION AND ANALYSIS

Other net income

Other net income of the Group amounted to RMB456 million in the first half of 2019,
representing an increase of 2.9% as compared with RMB443 million in the corresponding
period of 2018, primarily due to the increase in the government grants.

The breakdown of other net income items and their respective proportions are set out in
the diagram below (for the six months ended 30 June):

(RMB million)
500
— 40 (8.8%)
— 47 (10.6%)
400 -
300 [
200 [
100 [~
— 396 (89.4%) — 416 (91.2%)
0
2018 2019
. Government gr ants . Others
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating expenses

Operating expenses of the Group amounted to RMB8,377 million in the first half of 2019,

representing an increase of 6.3% as compared to RMB7,882 million in the corresponding
period of 2018, primarily due to: (1) increases in the depreciation and amortisation expenses
in the wind power segment and the personnel costs; and (2) an increase in coal sales cost
in the coal power segment.

Operating expenses items and their respective proportions are set out in the diagram below
(for the six months ended 30 June):

(RMB million)
411 (4.9%)
179 (2.1%
— 343 (4.4%) %67 53_2,;3
3% (3% —B2L0%)
I 7y — 854 (10.2%)
84 (1.1%) :
—— 755 (9.6%) 16 (0.2%)
—6(0.1%)
——1,507 (19.1%) ——1,740 (20.8%)
——1,200 (15.2%) —— 1,072 (12.8%)
3,549 (45.0%) — 3,754 (44.8%)
2018 2019
Depreciation and . Mat erial costs

amor tisation expenses

Repair and maint enance

Coal consumption costs
expenses
. Coal sales costs Administr ative expenses

Service concession .

constr uction costs Other oper ating expenses

. Personnel costs
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MANAGEMENT DISCUSSION AND ANALYSIS

Depreciation and amortisation expenses

Depreciation and amortisation expenses of
the Group amounted to RMB3,754 million
in the first half of 2019, representing an
increase of 5.8% as compared to RMB3,549
million in the corresponding period of
2018, primarily due to the increase of
RMB203 million or 6.2% in depreciation and
amortisation expenses in the wind power
segment over the corresponding period of
2018 as a result of expansion in the installed
capacity of wind power projects.

Coal consumption costs

Coal consumption costs of the Group
amounted to RMB1,072 million in the first
half of 2019, representing a decrease of
10.7% as compared to RMB1,200 million
in the corresponding period of 2018,
which was primarily due to: (1) a decrease
of approximately 6.1% in the unit price
of standard coal for power and steam
generation as affected by the decrease in
the coal price in the first half of 2019; and
(2) a decrease of approximately 4.8% in the
consumption of standard coal for power
generation and heat supply as a result of the
decrease in power generation.

Depreciation and amortisation expenses
are set out in the diagram below (for the
six months ended 30 June):

(RMB million)
4,000 -
3,500
3,000~
5.8%

2,500+ /
2,000+
1,500 — 3,549 — 3,754
1,000

500 -

0

2018 2019

Depreciation and amor tisation expenses

Coal consumption costs are set out in the
diagram below (for the six months ended 30
June):

(RMB million)

1,200

1,000
-10.7%

800 [~

600 —

—1,200 — 1,072

400 —

200 —

2018 2019

Coal consumption costs
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MANAGEMENT DISCUSSION AND ANALYSIS

Coal sales costs Coal sales costs are set out in the
diagram below (for the six months ended
Coal sales costs of the Group in the first 30 June):

half of 2019 amounted to RMB1,740

million, representing an increase of

15.5% as compared to RMB1,507 million

in the corresponding period of 2018,

which was primarily due to an increase in 1500
approximately 31.3% in the sales volume 15.5%
of coal in the first half of 2019 as well as
a decrease of approximately 9.3% in the
average procurement price of coal.

(RMB million)

2,000 —

1,000 —

1,507 —1,740

500 —

2018 2019

[l Coal sales costs

Service concession construction co83conTJ 1_0 2 83.961
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MANAGEMENT DISCUSSION AND ANALYSIS

Personnel costs The personnel costs are set out in the
diagram below (for the six months ended
Personnel costs of the Group amounted 30 June):
to RMB854 million in the first half of (RMB milion)
2019, representing an increase of 13.1%
as compared to RMB755 million in the soer
corresponding period of 2018, which 800
was primarily due to: (1) an increase in 7001
headcounts as a result of expansion in so0l. oo
the installed wind power capacity; (2) an /‘
increase in salary and benefits of staff; s0or
and (3) the fact that a portion of the 400+
personnel costs were expensed instead 3000 — 755 — 854
of being capitalised as more projects
commenced operation. 200
100 -

0

2018 2019

. Personnel costs
Material costs

Material costs are set out in the diagram

Material costs of the Group amounted below (for the six months ended 30
to RMB82 million in the first half of June):

2019, representing a decrease of 2.4%

as compared to RMB84 million in the

corresponding period of 2018, which was 150
primarily due to a decrease in sales of

spare parts of other segments.

(RMB million)

100~

-2.4%
50

— 84 — 82

Mat erial costs
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MANAGEMENT DISCUSSION AND ANALYSIS

Repair and maintenance expenses

The repair and maintenance expenses of
the Group amounted to RMB267 million
in the first half of 2019, representing




MANAGEMENT DISCUSSION AND ANALYSIS

Other operating expenses Other operating expenses are set out in
the diagram below (for the six months
Other operating expenses of the Group ended 30 June):

amounted to RMB411 million in the first
half of 2019, representing an increase of
19.8% as compared to RMB343 million in
the corresponding period of 2018, which
was primarily due to an increase in the N
Engineering Procurement Construction
(“EPC”) costs arising from the provision i 19.8%

of EPC services by other segments. /

(RMB million)

— 343 — 411

Other oper ating expenses

Operating profit Operating profit is set out in the diagram
below (for the six months ended 30
In the first half of 2019, the operating June):

profit of the Group amounted to
RMB6,116 million, representing an
increase of 3.2% as compared to
RMB5,924 million in the corresponding
period of 2018, which was primarily due
to: (1) an increase in installed capacity 5,000 -
in the wind power segment which leads

to higher revenue and operating profits; 4,000 /
and (2) an increase in the operating profit 30001
of the coal power segment as a result of — —
lower coal consumption costs due to the 2,000
decrease in coal price.

7000

6,000

1,000~

2018 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

Net finance expenses Net finance expenses are set out in the
diagram below (for the six months ended
Net finance expenses of the Group 30 June):

amounted to RMB1,773 million in
the first half of 2019, representing
an increase of 9.3% as compared to
RMB1,622 million in the corresponding
period of 2018, which was primarily due
to: (1) an increase of RMB83 million in
loss from changes in fair value of the
interest rate swap contracts as compared 1000 |-
to the corresponding period of 2018; /
(2) an increase of RMB44 million in the

unrealized loss recognized for trading

securities held in the first half of 2019

as compared to the corresponding

period of 2018; and (3) an increase of 0
RMB10 million in the Group’s net foreign
exchange loss in the first half of 2019 as
compared to the corresponding period of
2018.

2,000 —

2018 2019

Share of profits less losses of associates
and joint ventures is set out in the
diagram below (for the six months ended

Share of profits less losses of 30 June):

associates and joint ventures

The Group’s share of profits less r
losses of associates and joint ventures
amounted to RMB41 million in the first
half of 2019, representing a decrease of
41.4% as compared to RMB70 million
in the corresponding period of 2018,
which was primarily due to the year-on-
year significant decline in the net profit
of Guodian United Power Technology .
Co., Ltd. (7eL¥ b]"b"®!) \
and Jiangsu Longyuan Zhenhua Marine
Engineering Co., Ltd. (8 =2UE 6

g~ ap"®!), both being associates,
during the first half of 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Income tax Income tax is set out in the diagram
below (for the six months ended 30
Income tax of the Group amounted June):

to RMB753 million in the first half of
2019, representing a decrease of 2.1%
as compared to RMB769 million in the soor

corresponding period of 2018, which was 700}
primarily due to a decrease in the profits sool
(inclusive of tax) of the wind power 2 A%
projects not entitled to tax exemption as 500 - \
compared to the corresponding period of a00l
2018.
300 769 — 753
200 -
100~
0

2018 2019

(RMB million)

[ Income tax

Net profit
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MANAGEMENT DISCUSSION AND ANALYSIS

Net profit attributable to equity Net profit attributable to equity holders
holders of the Company of the Company is set out in the diagram

below (for the six months ended 30
In the first half of 2019, net profit of the June):

Group attributable to equity holders of
the Company amounted to RMB3,208
million, representing an increase of 0.5%
as compared to RMB3,193 million in the
corresponding period of 2018, mainly
attributable to the increase in net profit
from the coal power and wind power /
segments. 2,000

4,000 -

3,000~

1,000~

2018 2019

Segment results of operations Operating revenue in the wind pow ( p)0.u
segment and proportions are set out in

the diagram below (for the six months
ended 30 June):

Wind power segment
Operating revenue (RMB million)

In the first half of 2019, the operating
revenue in the wind power segment
of the Group amounted to RMB9,931
million, representing an increase of
3.6% from RMB9,586 million in the
corresponding period of 2018, primarily
due to the increase in electricity sales
revenue derived from growing electricity
sales in the wind power segment led
by the increase in installed wind power
capacity.

Revenue from electr icity sales
=T = Servic