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On behalf of Beijing Datang Power Generation Company Limited (thegﬂlﬁ%ﬁ
“Company”), I enclose the following materials pursuant to Rule 12g3-2(b)(1)(iii) under
the Securities Exchange Act of 1934 (the “Exchange Act”), in connection with the
exemption from reporting under that Rule of the Company:

Dear Sirs or Madams:

1. [Tuoketuo Power Plant Phase 1&2 Commence Commercial Operation,

published [August 5], 2003]

[Announces 2003 Interim Results/ Consolidated Net Profit Surges 30.42%
to RMB 784 Million, published [August 251, 2003]

[Announcement of 2003 Interim Results, published [August 25], 2003]

[Proposed Issue of Convertible Bonds due 2008, published [September 3j,
2003]

[Completion of the Issue of Convertible Bonds due 2008, published
[September 10], 2003]

[Beijing Datang Generates 30.96% More Electricity, published [October
15], 2003]

[Beijing Datang Yugang Thermal Power Plant Unit 1&2 Commercial
Operation , published [December 30}, 2003]

[Beijing Datang Generates 28.44% More Electricity for year 2003,
published [January 7], 2004]
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“filed” with the Commission or otherwise subject to the liabilities of Section 18 of the
Exchange Act, and the furnishing of such materials shall not constitute an admission for
any purpose that the Company is subject to the Exchange Act.

Kindly acknowledge receipt of this letter and the enclosures by stamping the
enclosed copy of this letter and returning it to us.
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BEIJING DATANG POWER GENERATION CO. LTD

Attn: Business Editor
[For Immediate Release]

Tuoketuo Power Plant Phase I Units 1 & 2 Commence Commercial Operation

Hong Kong, August 4, 2003...Beijing Datang Power Generation Company Limited (“Betjing
Datang Power” or the “Company”) (HKEx: 991; LSE:DAT; ADR:BJDHY) today announced that
Tuoketuo Power Plant Phase I Units 1 & 2 (each with an operating capacity of 600MW), of
which the Company holds a controlling stake, have commenced commercial operation at the end

of July and early August 2003, respectively, after completing a trial-run.

Tuoketuo Power Plant Phase I Units 1 & 2 (the “Units”) began construction on August 1, 2000
and were expected to commence commercial operation in late 2003 under the original plan. Now
the actual construction has been completed six months ahead of the planned schedule. The Units
will transmit electricity direct to the Beijing-Tianjin-Tangshan Area (the “BTT Area”) power grid
via special transmission lines, and will play a pivotal role in meeting the BTT Area’s power
demand during the peak summer season, thereby easing the tight power supply situation of

Beijing and its nearby regions.

Mr. Zhang Yi, Vice Chairman and President of Beijing Datang Power, said, “The
commencement of operation of Tuoketuo Power Plant Phase I Units 1 & 2 is six months ahead of
the planned schedule, which is highly significant in helping the Company to capture market share

rapidly, lower consolidated operation costs and enhance the Company’s overall competitiveness.”
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Tuoketuo Power Plant Phase 1 Units 1 & 2 Commence Commercial Operation ... P.2

Located in Inner Mongolia, Tuoketuo Power Plant is a major project of the State’s Tenth Five-
Year Plan and the World Bank’s Loan Projects. It is also an integral part of the “Development of
the West” Project and the “West-to-East Power Transmission Plan”. The newly-commissioned
Units are also the first commissioned power units of the “West-to-East Power Transmission
Plan” in the Northern Corridor, and as such, they are highly significant to the overall

development of China’s power generation industry.

Beijing Datang Power
Beijing Datang Power is one of the largest independent power producers in China with a total

operating installed capacity of 6,170MW. As at the end of 2002, 4 power plants are wholly
owned by the Company, 2 operating power generation companies are owned with controlling
interests and 8 power generation companies are under construction. These plants and companies
include: Dou He Power Plant, Gao Jing Power Plant, Zhang Jia Kou Power Plant, Xia Hua Yuan
Power Plant, Tianjin Datang Panshan Power Generation Company Limited, Hebei Huaze
Hydropower Development Company Limited, Inner Mongolia Datang Tuoketuo Power
Generation Company Limited, Shanxi Datang Shentou Power Generation Company Limited,
Gansu Datang Liancheng Power Generation Company Limited, Shanxi Datang Pingwang
Thermal Power Generation Company Limited, Hebei Datang Tangshan Thermal Power
Generation Company Limited, Yunnan Datang Honghe Power Generation Company Limited,
Yunnan Datang Lixianjiang Hydropower Development Company Limited, Yunnan Datang Nalan
Hydropower Development Company Limited and Wenshan Malutang Hydropower Development
Company Limited. Beijing Datané\Power Generation Comi)any Limited has been listed in Hong
Kong and London respectively since March 1997. Since September 2001, the Company’s

American Depositary Receipts have been traded in the U.S. over-the-counter (OTC) market.

- End -
For enquiries, please contact:
Mr. Brian Liu/ Mr. Grant Zhang Ms. Jessica Lee/Ms. Veronica Ho
Beijing Datang Power Generation Company Limited Rikes Communications Limited
Tel: (8610) 8358 1909/ (8610) 8358 1428 Tel: (852) 2520 2201

Fax: (8610) 8358 1911 Fax: (852) 2520 2241
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BEIJING DATANG POWER GENERATION CO. LTD
Attn: Business Editor
[For Immediate Release]

Beijing Datang Power Announces 2003 Interim Results
fkk

Consolidated Net Profit Surges 30.42% to Rmb784 Million

Financial Highlights

e On-grid power generation amounted to 17,114,600MWh, representing an increase
of 30.97% over the corresponding period last year

o Consolidated operating revenue amounted to approximately Rmb4,501,679,000,
representing an increase of 28.93% over the corresponding period last year

e Consolidated net profit amounted to approximately 784,233,000, representing an
increase of 30.42% over the corresponding period last year

e Earnings per share amounted to Rmb0.15, representing an increase of Rmb0.03
per share over the corresponding period last year

Hong Kong, 25 August 2003 ... Beijing Datang Power Generation Company Limited (“Beijing
Datang Power” or the “Company”) (HKEx: 991, LSE: DAT; ADR: BJDHY) announced today the
unaudited operating results of the company for the six months ended 30 June 2003 (the “Period”).
Consolidated operating revenue of the Company and its subsidiaries for the Period was approximately
Rmb4,501,679,000, representing an increase of 28.93% over the corresponding period last year.
Consolidated net profit amounted to approximately Rmb784,233,000, a 30.42% rise from the
corresponding period last year. Eamnings per share was approximately Rmb0.15, representing an
increase of Rmb0.03 per share as compared to the corresponding period last year. The board of
directors of the Company ( the “Board of Directors”) recommended not to declare any interim
dividend for the Period.

Mr. Zhang Yi, Vice Chairman and President of Beijing Datang Power, said, “The Company
performed better than expected in the first half of the year, and the Board of Directors was satisfied
with this. This was mainly attributable to the sustained robust growth of the domestic economy, which
stimulated power demand. The aggregate social power consumption for the first half of the year
registered an increase of 15.43%. In particular, the Beijing-Tianjin-Tangshan (“BTT”) area, which is
the Company’s major service region, recorded a continued surge in power demand. This favourable

external environment brought the operational advantages of the Company into full play.
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Beijing Datang Power Announces 2003 Interim Results.../P.2

The Company has been able to capitalise on the opportunities arisen, by continuing its implementation
of a pro-active expansion strategy, striving to enhance management of construction in progress (“CIP”)

and preparatory works, and carrying out stringent cost control measures so as to attain improvements
in economic efficiency.”

During the Period, the Company and its subsidiaries’ operating installed capacity was 6,770MW and
total power generation amounted to 18,241,529MWh, representing an increase of 29.87% as
compared to the corresponding period last year. On-grid power generation during the Period amounted

to 17,114,600MWh, representing a 30.97% increase as compared to the corresponding period last year.

The equivalent availability factor for the Period was 92.15%. The satisfactory increase in power

generation and on-grid power generation was mainly attributable to the increase of installed capacity,
rising power demand in the BTT area (marked by a 15.5% increase in power sold during the Period)
and the Company’s effective management to ensure safe and stable operation of existing units.

The commencement of commercial operation of Unit 2 (600MW) of Tianjin Datang Panshan Power
Generation Company Limited in July 2002, and that of Unit 1 (600MW) of Inner Mongolia Datang
Tuoketuo Power Generation Company Limited (“Datang Tuoketuo Power™) Phase I in June this year
has greatly boosted the Company’s installed capacity.

The Company’s other CIP and preliminary works in which the Company owns controlling stakes has
also been progressing smoothly. Unit 2 of Datang Tuoketuo Power Phase 1 (600MW) commenced
power generation in July 2003.  The two units of Shanxi Datang Pingwang Thermal Power Company
Limited (2X220MW) are expected to commence power generation in the second half of the year.
Projects expected to commence power generation in 2004 include Datang Tuoketuo Power Phase II
(2X600MW), the first unit of Shanxi Datang Shentou Power Generation Limited (2X500MW),
technological upgrade work of Hebei Datang Tangshan Thermal Power Company Limited Phases I
and II (2X300MW), as well as Gansu Datang Liancheng Power Generation Company Limited
(2X300MW). Meanwhile, the first unit of Yunnan Datang Nalan Hydropower Development Company
Limited (3X50MW hydropower units) is expected to commence power generation in 2005.

Looking ahead, Mr. Zhang Yi said, “The PRC government has adopted effective economic policies,
supported by pro-active fiscal and sound monetary policies and flexible economic leveraged
realignments, which not only bolstered the existing economic growth but aiso laid a solid foundation
for the future long-term development of the PRC. With the implementation of strategies like
“Development of the West” and “West-to-East Power Transmission Plan”, the PRC will continue to

maintain its tremendous growth trend, presenting unprecedented opportunity for the Company’s future
expansion.

.../P3



Beijing Datang Power Announces 2003 Interim Results.../P.3

Mr. Zhang continued, “Although the Company’s operating results will be affected by the impact of
fuel price increase and profitability of newly operating units, the Company will, taking into account
the prevailing market conditions, adhere to the business objectives formulated by the Board of
Directors early this year, and continue to focus on both expansion within and beyond our service area;
our dual emphasis on hydropower and coal-fired power; as well as the dual strategy of building and
acquiring power plants. The Company will strive to further enhance its operating results, and to

generate greater investment returns for shareholders.”

-Beijing Datang Power

Beijing Datang Power is one of the largest independent power producers in China with a total
operating installed capacity of 6,770MW. As at the end of 2002, the Company owns 4 operating
power plants, and holds controlling interests in 2 operating power generation companies and 8 power
generation companies which are under construction. These plants and companies include: Dou He
Power Plant, Gao Jing Power Plant, Zhang Jia Kou Power Plant, Xia Hua Yuan Power Plant, Tianjin
Datang Panshan Power Generation Company Limited, Hebei Huaze Hydropower Development
Company Limited, Inner Mongolia Datang Tuoketuo Power Generation Company Limited, Shanxi
Datang Shentou Power Generation Company Limited, Gansu Datang Liancheng Power Generation
Company Limited, Shanxi Datang Pingwang Thermal Power Generation Company Limited, Hebei
Datang Tangshan Thermal Power Generation Company Limited, Yunnan Datang Honghe Power
Generation Company Limited, Yunnan Datang Lixianjiang Hydropower Development Company
Limited and Yunnan Datang Nalan Hydropower Development Company Limited. Beijing Datang
Power has been listed on The Stock Exchange of Hong Kong Limited and the London Stock
Exchange respectively since March 1997. Since September 2001, the Company’s American
Depositary Receipts (ADRs) have been traded in the U.S. over-the-counter market.

- End -

For enquiries, please contact:

Mr. Raymond Siu/Ms. Jessica Lee
Rikes Communications Limited
Tel: (852) 2520 2201

Fax: (852) 2520 2241




Beijing Datang Power Generation Company Limited ¢; , :
2003 Interim Results Cidos -
(For the six months ended 30 June 2003) S 2/
(prepared in conformity with International Accounting Standards)

Extract of the Consolidated Profit and Loss Account (Unaudited)

For the six months ended 30 June

2003 2002

Company and its Company and its

Subsidiaries Subsidiaries

Rmb’ 000 Rmb’000

Operating revenue 4,501,679 3,491,543
Profit before taxation 1,170,242 833,697
Taxation - (390,427) (277,565)
Profit after taxation 779,815 556,132
Minority interests - 4,418 45,186
Net profit _ 784,233 601,318

Earnings per share (Rmb) 0.15 0.12




AT REBACARIZHAIR TS
BEMING DATANG POWER GENERATION COMPANY LIMITED
(4 Sino-foreign Joint Stock Limited Company incorporated in the People’s Republic of China)

ANNOUNCEMENT OF 2003 INTERIM RESULTS

INTERIM RESULTS

The board of directors (the “Board”) of Beijing Datang Power Generation Company
Limited (the “Company”) hereby announces the unaudited operating results of the
-‘Company and its subsidiaries for the six months ended 30th June 2003 (the “Period”)
prepared in conformity with International Financial Report Standards. Such results
have been reviewed and confirmed by the Audit Committee of the Company.

The Company’s consolidated operating revenue for the Period amounted to
approximately Rmb4,501,679,000, an increase of 28.93% as compared to the
corresponding peried last year. Consolidated net profit was approximately
Rmb784,233,000, an increase of 30.42% as compared to the corresponding period last
year. Earnings per share amounted to approximately Rmb0.15, an increase of
approximately Rmb0.03 per share as compared to the corresponding period last year.

The Board is satisfied with the above results. Please refer to the unaudited condensed
consolidated income statement set out below for details of the operating results.




CONDENSED CONSOLIDATED INCOME STATEMENT (Unaudited)
FOR THE SIX MONTHS ENDED 30TH JUNE 2003
(Amounts expressed in thousands of Rmb, except per share data)

Six months ended 30th June

Note 2003 2002
Operating revenue 2 4,501,679 3,491,543
Operating costs 6 (3,129,463) (2,473,133)
Operating profit 1,372,216 1,018,410
Share of profit of associates 7,223 3,718
Interest income 24,503 48,153
Finance costs 6 (233,700) (236,584)
Profit before taxation 1,170,242 833,697
Taxation 3 (390,427) (277,565)
Profit before minority interests 779,815 556,132
Minority interests 4,418 45,186
Net profit 784,233 601,318 .
Earnings per share ~ basic (Rmb) 4 0.15 0.12

L. Principal accounting policies

The condensed consolidated financial statements are prepared in accordance with International
Accounting Standard No. 34 Interim Financial Reporting and Appendix 16 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The principal accounting policies adopted for the preparation of the condensed consolidated
financial statements for the six months ended 30th June 2003 are consistent with those
adopted for the preparation of the consolidated financial staternents for the year ended 31st
December 2002.

2. Operating revenue

_Operating revenue represents amount of tariffs billed for electricity generated and
transmitted to North China Power Group Company (“NCPGC”). Operating revenue is billed
and recognised upon transmission of electricity to the power grid controlled and owned by
NCPGC.
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Taxation

Six months ended 30th June

2003 2002
‘000 ‘000
PRC enterprise income tax
— Current tax 428,552 339,918
— Deferred tax (38,125) (62,353)
390,427 277,565

Enterprise income tax is provided on the basis of the statutory profit for financial reporting
purposes, adjusted for income and expense items which are not assessable or deductible for
income tax purposes. The applicable PRC enterprise income tax rate for the Company and
its subsidiaries is 33%.

Earnings per share

The calculation of basic earnings per share for the six months ended 30th June 2003 was
based on net profit of approximately Rmb784,233,000 (2002 — Rmb601,318,000) and on the
weighted average number of 5,162,849,000 shares outstanding during the period.

No diluted earnings per share have been presented, as there were no dilutive potential
ordinary shares outstanding for the six months ended 30th June 2003 and 2002.

Profit appropriations
Dividends

On 3rd March 2003, the Board of Directors propbsed a dividend of Rmb0.12 per share,
totalling approximately Rmb619,542,000 for the year ended 31st December 2002. The
proposed dividend distribution was approved by the shareholders in their general meeting
dated 10th July 2003.

Reserves

Approximately Rmb16,180,000 has been transferred from the restricted reserve, which is
specifically set up to reflect the reduction of the statutory public welfare fund under PRC
GAAP, to retained earnings. This amount represented amortisation of deferred housing
benefits for the six months ended 30th June 2003.

Pursuant to the Accounting System for Business Enterprises of the PRC, statutory public
welfare fund is transferred out to discretionary surplus reserve upon utilisation for the
collective benefits of the employees. For the six months ended 30th June 2003,
approximately Rmb16,673,000 (2002 — Nil) of the statutory public welfare fund was
transferred out to discretionary surplus reserve.




6. Supplemental financial information

Six months ended 30th June

2003 2002
000 000
Interest expenses 254,991 243,108
Less: amount capitalised in property, plant
and equipment (85,416 (103,756)
169,575 139,352
Exchange loss, net 13 -
Fair value loss on an interest rate swap 64,112 97,232
Finance costs 233,700 236,584
Cost of inventories
~ Fuel 1,524,410 1,094,233
~ Spare parts and consumable supplies 22,112 22,723
Depreciation and amortisation 716,794 666,358
Dividend income (10,063) (7,107)

1. MANAGEMENT DISCUSSION AND ANALYSIS

The People’s Republic of China (the “PRC”) recorded a GDP growth rate of 8.2%
during the Period. Driven by domestic economic growth, power demand increased
substantially, and aggregate social power consumption increased by 15.43% as
compared to the corresponding period last year. Power generation by the Company
and irs subsidiaries during the Period increased by 29.87% as compared to the
corresponding period last year, while consolidated operating revenue increased by
28.93% as compared to the corresponding period last year. In summary, consolidated
net profit of the Company and its subsidiaries increased by 30.42%, or approximately
Rmb182,915,000, as compared to the corresponding period last year.

1. Operating Conditions

During the Period, the Company and its subsidiaries’ operating installed capacity
was 6,770MW and total power generation amounted to 18,241,529MWh,
representing an increase of 29.87% as compared to the corresponding period last
year. On-grid power generation during the Period amounted to 17,114,600MWh,
representing an increase of 30.97% as compared to the corresponding period last
year. The increase in power generation and on-grid power generation was mainly
attributable to: (1) the increase of installed capacity, owing to the addition of Unit
2 (600MW) of Tianjin Datang Panshan Power Generation Company Limited




{“Datang Panshan Power™) which commenced commercial operation in July 2002,
and Unit 1 (600MW) of Inner Mongolia Datang Tuoketuo Power Generation
Company Limited (“Datang Tuokemo Power”) which commenced power generation
in June 2003; (2) the rising power demand in the Beijing-Tianjin-Tangshan
(“BTT”) area, marked by a 15.5% increase in power sold during the Period; and
(3) safe and stable operation of existing units at high operating levels, as reflected
by an equivalent availability factor of 92.15% for the Period.

Business Expansion

The Company continued to implement a pro-active expansion strategy while
enhancing management of construction in progress (“CIP”) and preparatory
works. The current status of CIP and preliminary works in which the Company
owns controlling stakes is as follows:

»  Unit | of Datang Tuoketuo Power Phase I (600MW) commenced power
generation in June 2003.

+ Unit 2 of Datang Tuoketuo Power Phase 1 (600MW) commenced power
generation in July 2003.

+ The two units of Shanxi Datang Pingwang Thermal Power Company Limited
(2X220MW) are expected to commence power generation in the second half
of 2003.

« Datang Tucketuo Power Phase I (2X600MW) are expected to commence
power generation in 2004.

* The first unit of Shanxi Datang Shentou Power Generation Limited
(2X500MW) is expected to commence power generation in 2004,

* Technological upgrade work of Hebei Datang Tangshan Thermal Power
Company Limited Phase I and II (2X300MW) is expected to commence
power generation in 2004.

+ The two units of Gansu Datang Liancheng Power Generation (2X300MW) is
expected to commence power generation in 2004.

+ The first unit of Yonnan Datang Nalan Hydropower Development Company
Limited (3X50MW hydropower units) is expected to commence power
generation in 2005.



Datang Tuoketuo Power Phase I is an integral part of the “West-to-East Power
Transmission Plan”. It transmits electricity directly to the BTT area power grid,
and will play a pivotal role in securing a steady supply of power to Betjing.

3. Financial Analysis
(1) Operating Results

During the Period, the Company and its subsidiaries recorded consolidated
operating revenue of approxinlate]y Rmb4,501,679,000, consolidated net
profit of approximately Rmb784,233,000 and earnings per share of Rmb0.15.

During the Period, growth in both consolidated operating revenue and
consolidated net profit was attributed to the following reasons: the
on-grid power generation of the four power plants wholly-owned by the
Company (with installed capacity of 4,950 MW) increased 13.19% as
compared to the corresponding period last year, thereby sustaining a relatively
high level of profit. The smooth running of Datang Panshan Power Units 1
and 2 and the two hydropower units of Hebei Huaze Hydropower Development
Company Limited has led to continued growth in consolidated profit of the
Company and its subsidiaries. Our consistent and stringent control over costs
was effective to the extent that growth in consolidated operating revenue of
the Company and its subsidiaries out-performed the increase in consolidated
operating costs. Owing to the factors mentioned above, the consolidated net
profit of the Company and its subsidiaries increased by approximately
30.42%, or approximately Rmb182,915,000, as compared to the corresponding
period last year.

(2) Financial Conditions

As at 30th June 2003, total assets of the Company and its subsidiaries
amounted to approximately Rmb28,680,743,000, representing an increase of
approximately Rmb1,861,055,000 as compared to that as at 31st December
2002. Total liabilities amounted to approximately Rmb13,123,757,000,
representing an increase of Rmb1,590,582,000 as compared to that as at 31st
December 2002. Minority interests amounted to Rmb1,013,016,000,
representing an increase of Rmb105,782,000 as compared to that as at 31st
December 2002. Shareholders’ equity amounted to approximately
Rmb14,543,970,000, representing an increase of Rmb164,691,000 as compared
to that as at 31st December 2002. The growth in the Company’s total assets



(3)

(4)

)

mainly reflected the implementation of the Company’s development strategy
and the increase in investments in CIP by the Company.

Liquidity

As at 30th June 2003, the Company’s asset-to-liability ratio (i.e. the ratio
between total assets and total liabilities, excluding minority interests) was
45.76%. The net debt-to-equity ratio (i.e. (total debt — cash and cash

equivalents — short-term bank deposits (over 3 months) — investments held for
trading)/shareholders’ equity) was 40.62%.

Cash

As at 30th June 2003, the Company and its subsidiaries had total cash and
cash equivalents and short-term bank deposits (over 3 months) amounting to
approximately Rmb4,228,207,000, among which the equivalent of
approximately Rmb786,833,000 of deposits was held in foreign currencies.
The Company had no trust deposits or overdue fixed deposit during the
Period.

Borrowings

As at 30th June 2003, the Company and its subsidiaries had short-term loans
of approximately Rmb1,780,450,000 at annual interest rates of 4.54% to
4.79%. Long-term loans (excluding those payable within 1 year) amounted to
approximately Rmb7,848,948,000 and long-term loans payable within 1 year
amounted to approximately Rmb607,124,000 at annual interest rates of 2.53%
to 5.76%, including US Dollar loans equivalent to approximately
Rmb2,407,512,000.

As at 30th June 2003, NCPGC and certain minority shareholders of the
Company’s subsidiaries provided guarantees to the loan of the Company and
its subsidiaries amounting to approximately Rmb4,972 million. The Company
did not provide any form of guarantee for any company other than its
subsidiaries.

Future Prospects

The PRC government has laid down an objective to build a moderately affluent
society. The adoption of effective economic policies supported by pro-active fiscal

and sound monetary policies, and flexible economic leveraged realignments not

only bolstered the existing economic growth, but also laid a solid foundation for
the future long-term development of the PRC. PRC will continue to maintain its
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tremendous growth trend with the implementation of strategies like “Development
of the West” and “West-to-East Power Transmission Plan”. Although the business
expansion of the Company will be greatly benefited by the sustained growth of
the domestic economy, its operating results will be affected by the impact of
surging fuel prices and profitability of newly operating units. Taking into account
the prevailing market conditions, the Company will adhere to the business
objectives formulated by the Board early this year. The Company will continue to
focus on both expansion within and beyond our service area; our dual emphasis
on hydropower and coal-fired power; and dual strategy of building and acquiring
power plants. The Company will strive to pursue greater cost efficiency through
growth, and growth through greater cost efficiency. It is also our objective to
bolster competitiveness through new management methods, system reforms and
technological innovation.

III. SHARE CAPITAL AND DIVIDENDS

1

Share Capital

No new shares were issued by the Company during the Period. As at 30th June
2003, the total share capital of the Company amounted to Rmb5,162,849,000,
divided into 5,162,849,000 shares with a nominal value of Rmb1.00 each.



2 Substantial Shareholders

During the Period, the following persons (other than a director, chief executive or
supervisor of the Company) have interests or short positions in the shares or
underlying shares as recorded in the register required to be kept by the Company
pursuant to section 336 of the Securities and Futures Ordinance (Chapter 571)
{(“SFO”):

Percentage of

Class of Number of shares capital
Name of shareholder shares shares held (%)
China Datang Corporation/ Domestic Shares* 1,828,768,200 3543
North China Power Group
Company
Beijing International Power Domestic Shares* 671,792,400 . 13.01
Development and Investment
Company
Hebei Construction Investment Domestic Shares* 671,792,400 13.01
Company
Tianjin Jinneng Investment Domestic Shares* 559,827,000 10.84
Company

*  Shareholder’s own interest in the long position

3 Dividends

Pursuant to a resolution at the Board meeting on 3rd March 2003 and as approved
at the annual general meeting held on 10th July 2003, the Company declared a
dividend of Rmb0.12 for year 2002 payable to the shareholders of the Company
whose names appear on the Company’s register of members as at 1st June 2003.
Dividends to domestic shares shareholders were declared and paid in Rmb.
Dividends to overseas shares (the “H Shares™) shareholders were declared in Rmb
and paid in Hong Kong Dollars.

The Board does not recommend the payment of any interim dividend for 2003.
4 Shareholdings of Directors and Supervisors

At any time during the Period, none of the directors, supervisors, chief executives
of the Company or their associates held or were deemed to hold interests or short
positions in the shares, underlying shares or debenture of the Company or any of
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its associated corporations (as defined in the SFO), nor were they granted the
right to subscribe for or purchase any interests in shares or debentures of the
Company or any of its associated corporations.

IV. PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the Period, the Company had not purchased, sold or redeemed any of the its
listed securities.

V. SIGNIFICANT MATTERS

L. At the 2002 annual general meeting held on 10th July 2003, the Board was
granted the authority to issue new shares in the Company not exceeding 20% of
its share capital.

2. At the 2003 extraordinary general meeting, H class meeting and domestic class
meeting held on 10th July 2003, it was resolved that the validity period of the
special resolutions passed at the extraordinary general meeting, H class meeting
and domestic class meeting held on 10th May 2002 authorising the Board to issue
up to US$300,000,000 overseas convertible bonds be extended until 29th June
2004.

VL.CODE OF BEST PRACTICE

During the Period, the Company had complied with the Code of Best Practice set out
in Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).



VILTHE AUDIT COMMITTEE

The Audit Committee, together with the management, has reviewed the accounting
principles, accounting standards and practices adopted by the Company, and has
discussed the issues on internal controls. It has also reviewed the unaudited condensed
consolidated financial statements for the six months ended 30th June 2003.

By Order of the Board
Zhai Ruoyu
Chairman

Beijing, PRC, 22nd August 2003

The interim report of the Company for the six months ended 30th June 2003, containing all the
information required by paragraph 46(1) to 46(6) inclusive of Appendix 16 to the Listing Rules, will
be published on the website of The Stock Exchange of Hong Kong Limited (htip://www.hkex.com.hk)

within 21 days after publication of this announcement.

Please refer to the South China Morning Post for the published version of the Company’s interim

results announcement.
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BEIING DATANG POWER GENERATION GO, LTD

(Insarporannd as o Sinyiforelyn Joi sock iimited company in
People’s Republic of Ching with Kned b in)

Proposed Issue of Convertible Bonds due 2008

Summary .

Further 1o the samouacereats dated 35 March 2002 asg 5 May 2003, the Disectors are plonted (o anpounce that the Company sug UBS {avssimest Baak, together with the other Mazagen, Bave eatared into ths Subscrigtion Agreemant in couasction with the {ssus of the Bonds

By the Compuoy with az aggreste principat smoun af USS150.8 milllos. The Boads will be in the form of US dellas denors svertlbls boocs and which are convertible lnio new H Stares with u nominal value of RMBI.00 ach ln the regirtarad caplil of ihe Company.
s Sompuny has appled for e (Eiad BT (he Bonds 08 he Loxemboury Slock Exshange 108 wil epseqsontly sppY bor the Noting of tne Mosds o tha OPRELSE List of 1he U LisiAg Authoriy and For such Boncs 10 be B8mitied 16 (rading 0 1be Longon Stock BAchangers

market.for lisad soaurltics.

Tho Bonds wlll be affered onty to profersions! sad institusional laventors, wha ars got opnnsceed ¢o 1ha dirsatars. shisf executlve of substantial sharsholdems of the Company of na subsidiartet o atsociies of uey o of them. outside the Usited States in selivace on Reguiation

S under the Securitles Act. Nose of the Bonds are being offered to the public in Hong Kong or will be placed 16 any connccied persess (3s defined I the Listing Rules) of the Company, No Bonds will be offered witbin the PRC (excluding Hong Kong).

Toe Company will spply co the Hong Kong Slook Bachazge for the listiag of, and permiaticn to desl in. the Conversion Sharer. Applicaticn will also be mada 1o st the Canversion Shares on tas Official Lint of the UK Listiag Auihority and for sueh Convernion Sharss 1o

e 1dmilied 1o trading oo the London Stock Bachangs's market for listed securitisy

The aet grocaeds of the irtue of the Bonds are eptimaied 10 be appronimatsly USS145 million, of which tbe Compaay Iateads 15 uke spproaimaiely US3100 miliion to fiakacs i1s foraign sachaage rauirements (91 purchasing essestial imporisd 4quipmed) necersary for usa

1n ite power plants, 10d tba Satasce will be ured 1o rafinanes A of {ts curment foreign sachange bomowing:

Dus to the pric ture of the in this md nvestors sra sdvised to exercise caution when dealing dn the sscurities of the Company.

Introduciion Follawing the samo sskcemptions, the following tabls se1s out the shareholding atructure of tha Compsny a3 &1 31 August 2003 and after

full coaversion of the Bonds.

Funther 1o (be ssouscemcats dyied 35 March 2003 and 9 My 2003, the Ditocions ars plasted 10 annousce thut ( Company
Investment Baa with the M . Beva entored Ioto iha Subscription Agrenmant la conneetips with the Yoce of ths Soads by % af sharobaldiag of % of sharshotding of tne
R Compady it vh AEEragate pelacipatamoun of USS1558 miion tsued  enterge
. are uplul of the p y up WG

Subscription Agreemont Sharcbolders . Ciass of Shares Company Tonversiontor e Bondss
Due: 3 Septembor 2007
Partles: Compaay Chips Daraag Corporation Domosilc Shares 3543% 3a%

UBS Invesimont Baok Befia lorermaiosal Power Devalopmeat 128

Tho other Mazagers Tavestment Compe . Domentic Suares 12.01% 12.49%
UBS Investment Baak s the sole bookrunner and lsad manager in reapsct of the subseription and Lisue of the Bonds. Hebet Coastrustion “"'“““' Company Domestic Shares 13.01% 12.40%
s bi o futfith . i . o e 1n the Subscript Vs 1 Bask be Tlasjic Jigneng Investment Company Domestic Stures 10,84% 1nate

ujsct 1o the fulf mem of ths condhions and oiher provisions apecificd in the Subseripiion Agroement, mvestmes! Bask aoé 1
rx have sevarally agreed, smangst other things, to subscriba and pay for tbe Bonds In accordsace with the Subieripion  PoIder1 of H Sharss X 1 Sbarer e 0.61%

'*"‘“""” . Acwmlag Bal (ar are wo ather chonges 1o thalr eabitleg thuceholdleg aiker B &5 & cxsull of (e Cull anaveraon of (e Donds.
The Bozds wlll be offersd osly to profertionsl sod inmintions! Iovastors, who are not connected {o the directors, chis! exscutive or i "

gobumaaiinl sharcholdsrs of s Compiay or iy wbiidiaciasof ahiociates of 81y of them. utside e Usitod Sies n ritunce of Repulation The Conversion Starcy wlll be lsnued purtuant 1o she spechil

$ under the Securities Act, Noaz of 1be Bonds are being offersd to lb'ru Horg Kong or will be placed 10 sy connectad per1ons mettic Shases pany a

(as gefined in the Listiag Rules) of the Company. No Bonds will bs offered ‘llhh the PRC (excludiag Hon. Koag). Use of Procesds

Condltlons of tha Sib; A

{utlons of the holders of the Shares of ihe Company, the holder of the
of the Compasy, I8 sach cuse pasted o8 10 May 2002 and D July 2003,

!

: The net proceads of the proporad Jizss of (be Boods v enimated 1o be appreaimately USS145 million, of which the Company lotends 1o
The Agreemeat Is conditional on tbe fulfillment of various conditions, Locluding: use spprowimately USSI00 million to 3 forsign exchange requirements for purchasing poried cquipmen
vecosury for use ia It pnvu plnu “wi0 the Darkace will be ubed 10 refiasnce pan of s curréat forelgh exchans bowowings

(3} the Luxsmbourg Stock Bachenge baviag agrasd 1o list the Boody;
- N Dus to the prics sensit)
() the Hong Kong Stock Exchange haviag granted tha spproval for the listing of, and perminsion to deal in, the Conversion Share; and exarciss eaution when d:

re of thn ia eale and jovastors are sdvised 1o
fing in the securities of fhe Company.

¢)  ths trust deed countltuilag the Boads and ather docurmentation saclllary to tha letus af the Bonds haviag bean duly sxacuted; Dattaltions
of In the caae of (8) and (b), the Mm,m being satlafied tha sach puch listing will'ba graoted. Ia this the foliowing have tho following meanings, unlest the context otherwise requires:
The A fa certak mum,,, prio: In particolar, UBS lavestmant Bank  “Additlonal Amousts™ sy s3mems Or overnmental r m.n those required ol law p: b the
oy (on bebslf of the Muugm (n{z:r rior =ounulullon with (be Comj whors pr-cunbl:)) by sorlan to the Compmay. terminsie . y ~-¥ of Ff‘“’ a1 kad fntore will rensit in the recel ( the hondholdsrn
cription Agreameat a1 say time belore the time on the Closing Date wbﬁn payment for the Bonds would otherwise be due uader the o( !hl Anw\u\u which would huve besa recetvabla in the Ihlluu of aay Neh withboldiang or dedustion
subudpllcn Agresmsnt in any of the following circumstances;. “Baljiog Datang Group™ 1ha Company and s consolidated rubsialariss
@) U thera shall Bave come to the sotice of the Maaagers any 5reach of. 55 any cvent.renderisg unsrae or Intersset lo vny n:nﬁ-LJZB[PD . (Beiflag Power t Companyy
- reapecs, sy of tha waTsnUes and reprosentations <ontained in 1ha Subicription Agresment or any failurs 1o perform eny of the Boadboidars the holders of the Bonds
covesants of agrosments of the Company ia the Subscription Agroement: “Boads™ up to USE153.8 millici: Io principal smoust of bonts propated 1o be itsuad by the Company which are

cbovenibie into new

G . Ia the oplnion of UBS Investmsnt Baak, there whall bava octurred any of the {nllnvln% susniss () » yorpomaion ot & materitl  wcpp . ERXTAMDN (Chine mu" Corporation)

mitatlon in trading In securities geaerally on the New York Stock Bachange, Loadon Stock Eachange, Luxembourg Stock Bxchange
Lrior she Hong Kang Stock Brcthager ih + sorpossivn or  orsries saasion s mating 1o 105 Eomeray

hisn on ib2 Londpn Cheasttream” Cletrstraam Banking, sozldtd anonyme or wny successor sscurisies clesring agescy

v
change, Lusombourg Stock Exchange and/or the Hong Kong Stock Exchan. cnoral mortorum on tommercil  "Closing D 9 Soptombar 2003 or such other date as may be .;ma by the Company and UBS lavestment Bank
bbaklng sctiviiisn o New York. Loodon, (s PRC andror Hoag Xong declarad by ihe relovast auibortiss or 3 materll | aum toals  “Company™ WA (Deliing Dausg Poxsr Genration Compasy Limited), lacerporsted at ¢ Siacr
kisg or sscurities semlsmeat or clearancs servised 1a the Usited Siator, the Velted iogo ou Teratga foint ook lisised omkpany. 1 the FRC with T med iy
or Hong Kong or (v} X ehange or devalopment laveliag & prorpsciive cheags In iation vPioetio e Gompuny, e Bonds vod ~Convarsion Shises 1oe H Shirer ta b issuod upoa sosvarsion af the Boads
‘ “Directors™ the directors of ke Company
(i) it In the opiniaq of UBS Iovesmant Busk. tnare thall have becs such ¢ chaage o auional or international fiowacisl potlicu! o “Domsrie Shares” Reamisbi desominated ordlossy shares with normiasl valve of RMBJ.00 asch in the registerad anpirel of
economic conditions or currency exchange ratat or sachange coolrols a1 would in lts view be likel sjudice materially the (ke Company which are curreatly held by CDT, BIPDIC. HEIC and TIIC 1a the proportion of 35,43 per
sucesns of che offering sad diitribution of the Bonds or dealings In the Bonds in the ssacadary marki Cent. 1301 por casty 13.0) per casl. and 10.54 per sent, respectively
%) if any of tha conditions specified o the ; pas not boen aaisfied of waived by UBS [avesiment Bank on babalf  “Ewroclear™ Euroclear Bask 5.4 /N.V. a3 operstor of the Buracloar Systam or any sucoensos securitles clearing ayency
of the Managers. “Final Maturhy Deto™ the dute fallisg oo the fifth aooivernary of the Closing Daig
. : “Globat Certlficate™ « permanent globsl sentifisae la registered form
Subjact 10 the foragoing. the Subscriptivn Agreemant (s sxpected 10 ha completad. and the Bonds 10 ba lasved. on o betors the CIOMBE  wyy Sogrein Rermiabl Seoomiatied ovarvass ied torigs shares sued by the Campaoy whb 3 sormlas) vlus of
Duit. .00 sacb In the pegluterea ny-ldldziulga Company, .,dmi s subscrived for ang taded in Hong
Kong dotlars sad for whizh llsting end dasting are perminied on the Hong Kong Stock Exchange snd oa
Carialn undertakings ralating to the Subreription Agreament Tho BTicial Liat of ing UR Listing Autnority and sarmitiod (6 iradiap o¢ (be Loadss Stack Brchange's
Ths Compaay has givec certain undertakiags In favour of the Managers under the Suhlcr(puan Agreemest, {ncluding, amangst otbars, that market for ilsted securliies
seither e Cnmpluy sor a0y persan actiog oo ity behnll will itsas, offer, sall, coatract ta sell ar otherwiss dispose of any {ntecest (8 asy  “RCIC™ (Hebal & 1

e securitias of the same chasy q Bonds sad tha Sharet or aiy tscurities (otber than preferred wtock) convertible inid:  ~HiCs™ or “Hoag Koo
chas bl lor ot which sarry rights to subicrlbe or purchse the Boods. the H Shures or yecurlties of the tasm class ax the Bondr, the doliars™

8 Shares os other Insiruments opresearing imteresi ia the Bongs, the B Shares o7 other atcuritiey of the sams clans 13 them, o anduns o, s
oc otherwiss Uolie an Inteation to g0 any o rogoing. I any such case wil grior writies conseat of ihs Lead Manager Hoag Kong Stock The Stock Exchangs of Hoag Kong Limited
on bahalf of the Munagers bstween the Priciag Date and ths date whh:h s 180 days .nu the Cloaing Date (bath datea lnchulv-) ohnage

1bo lawfal currency of the Hong Kong Special Acrmlaistraiive Reglon of the People’s Repoblic of Cbina

“Listing Rutes™ ihe Rules Govarning the Lising of Securities on the Hong Kong Stock Exshange
Principal Terras of the Bonds ) “London Stock Excha Losdon Stock Bxchangs ple .
The principal 1erms of o Bonds, which will bu conathiuted by the Trust Daed, are summarticd m follows: . "-‘g:;:::"_'! Stock (he Luxembourg Stock Bxchange
1 Up 1o US5153.8 milllon in principal smount of Boads. “Majority Ssarebolder™ such person(s) for (be tims belng hom.u, o controlling, directly or indiractly. ia aggregato at leant 30 per
isus price: . 109 per coat. of the principa) smouni of the Boads, “, . u;s :f tha votlng ﬂl:lll :’ the uh 4 in e Subreriont
Intarest: The Bonds will bear intersst from (nnd Including) 18 Closiag pm 31 the rae. of 0.75 per cont. per sanum saagers’ nvestment Bank and the other """'"" pamed in the Subscripiion Agresment. who are not
f e rcioa) miourt o the Sunn PayILIp umh-sznualy o wrears 1o s (rdTmene o 5 March iga::mi(:l:’e.ﬁ:nclml chlef executive or Tubstantis] shaseholders of tha Coragany or its subridisries
and 9 Scptember commenelag 9 March 2004,
- i Lt hi Lt
Convartion Righis: Subiest to a1 otberwiss providad In the Terms 108 Concltions, Boatholdars have the right at gy tims {LASHoM! m;‘;ﬂgmu b A AR TR 3 AN o Lt A P AP A
from 20 Getober 2003 up to the closs of burineas on the date fulling 7 days prior to the Finsl Masriry Vaseismenis or EovsTamental chirged for prymenls in rarpect of the Bonds pursuant 1y the wws snd
Datz 16 qonvert the Bonds Into H Shares (both days inclusive). feglations of the PRC or Hoxg Koag 31 of ihe Pricing Date As o robult of any change in, or amendmant
Conversion Price: Tho initial conversion pce at wich un 1 Share will be izsuat on conversion I, HKSS.S5b per 1t Shase, 1o, ine Iaw of regalations o FRC or Hong Konp, or wny changs iz the application or officlal
. ropre & premium of 30 par cont. of the closlng price of tbe H Sharss on 3 Septamber 2003. cmrpm-xlon of puch laws or nlululom‘ which changr or amendment becomes affective an or aher the
e i Se Wbt o safumrmemt ax prosEaod tn cie Terma wnd Gondhison: Prich
Marurity; Unless proviously redeemed, convened or purchared and cancolled is the circumstances referred 1o in “PRC™ . the Peopl Rapubdlic of Chins
Terms and Cond{tions, the Bonds wlll bs redesmed af their priaeipsl amout oa the Fioal Maturity D “Pricing Date” 3 Septomber 2003
Redemptlon 11 the Optian Ox or after 23 September 2006 1nd prior to 25 August 2008, the Company may redeam the Bonds in whole  “Rodsmption Data™ (he dats specifiod in the Rodsmption Notles
o Company: but not ia part osly at their priocipsl amount, togeihor with intercyt sccruad to the Redemption Date if  aRedemption Notice™ 1be notice given by the Company to the Trudiee and the Bondbolders which shall not be given on a du
() (bo closlng prics of the H Shares for each of 20 consecutive tradiug days, the last of which occurs aot 1o11 thas 36 daya aor more thun 60 days of the 4ate on whioh (he Compusy intends 10 redaam the Bonds
mora than 5 day prior to the datc the cotice of redemption is published is b1 lesst 130 per oent. of iba o - e
Cenvarsion Price then in effeci nod tbe closing price of (he H Sheres trasalatad lats US dollars ui the ¢levani Bveny . cliher:
Evarage pravailing fato for each of 20 soarecutivs (reding Says. the 145t of which Gocars ot more fhas - (&) 5 Majority Sharcholder of the Company trassfers, sella, 413iga, conveys or otherwise disposss of
£ gay3 prior io the aate 1ha notice of redempiios (s published " aW Joas) 130 per cont. of the Copversion C-Teanafer) sl or purt of W ecting rigata s (e Compahy 1o snather perion(s) nd the eredit rating
Prica thaa In effec! transiated lato US goilana at s fTxed rate of HKS7.799 = USSI.00; or (b) bt fens 90 Company i downgraded by SKP & & rosult of such Transfer: or
er cent ia gelacipal e of b sdy been convertad, redeemed of purchased sad ) m- Company consolidates or amslgamates with, or merges with or |nte nother entity #nd ihe cradil
cancelled, ratlag, of the rerulting rerviving or rrunikrn entity 1% dowsgreded by S&P 83 a resull of such
Redemption 1 the Option Boagholdert may require the Corapany 1 sdosm theis Boads: (8) 2 9 September 2005 at their prizcipsl consolidation. amalgamation of msrger: o
of the Bondholder: (b) at agy thma following « Relevant Bvent at their principal amount. ogeiber with accrued (9} the Company or any of its Relevasi cbetlarics ransfers or dispores of 4t or » substaneial pant
ateron 10 'be Relavani Bvent Put Date. is nol & mersber of the Baijing Datang Group othar than us ¥
Tha redemption 1ad 1 the sveni the Company breomes oblized 1o pay any New Adgitional Arauumia 436 puch Naw Acchiona X m-\;m 108 or merger 1et out ba praagraph (8) sbove
Boadholders® Tox Amauats ssanot be 3voldzg by the te of reatozsble messurst, the Company muy give notics 10 redser 1 Eveol Put the fourisaath gay after the expiry of » perfod of 30 days fallpwiag (be oscurmence of » Relavani Bvoat,
ihe Bonda st their princlpal ymount wle h Interess wecrued to ibe date flxed for redemption. Upoa or, I later, & period of 30 . ollowing the date upon which natica s given (o Bondholders by the
recelpt of such notice., s Bondholder may hest not 6 have v Boats rsgasmed by 1be Compasy. In wich Company of the occurrence of & Relevant Event
cran ruch holder will not de entitied 1o recoive payment of any New Additions] Amount “Relsvapt Subsiciaries” any subsidiary bf the Compaay, which sa at the date of the Relavant Bvent, eichor (o} is contributing at
Poerm: Tha Bonds witl be lsusd ia repiaterad form ha (e depomination of USSLO00. The Beeds wiil » least 10 per cont, of the groas ravenus of the Company; of (5) baa sassts whose valus Iy mt least 10 per
reprcaeniod by benoficiul iatsrens in 5 Global Ceificats which will bo registorod Ia the aame of ceat. of the value of th toral a1sats of the Compady
agmines of. sad shull bo deporited on or sbowt the Closlng Dare whth & common deporitary for “RMB® or *Reaminbl” Reamlobi Yuan, the lawful currency of tbe PRC
Chearsiream and Burose “SaPt Standard & Poor's Retlag Ssrvicss, & division of the MeGraw-Hill Group of Companles, In.
Staws: The Bonds will constitute direct, nsecured on '

e w",fh'f‘l', ~Securliios Act™ the Uoited Stares Securities Act of 1993 (a1 amended)
y.  “Shares™ m. H Shares vod (he Domestic Shares

pnunl and future, ba in the evenl of mmlv'a:y of tba Company, baly to the uuuu psrmmad by = - agreemont enterad into daiween the Company and tha

vadutacy provisions of apglicable

Company sud wil ulnx pari garsu snd without nny:rzfeuncu or pﬂod!y 1mong mamum »

Munagery In ralstion to
The subacription of 16 Bomit with 1m ABEFFMe BrNCIpAl amount of USSI 3B milion
Listing and tracing of the Apphcnlun hea been made (o liat the Bonds on the Luxembourg Stock Bxchange, Within threq moatha of * “Termi and Conditions™ the terras and conditions of the Bonds 1o be icheduled 10 the Trust Deed

Bonds:

such lising, the Company wil make vo applicaiion to lit the Boads on ths Offiels! Lizt of the UK Lintlag  «ryic~ in Jinneng Invenment Company}

Avuthorlty Tor such Bonds 1o bs admlited to trsding on the London Stock Eachanga‘s markst for lisied |, -
securitles pursusni to the mutual recognition proc s of the UK Litting Authortty's Lising Rulse. No - Trun Dssd the trust doed to be satéred into berwsen the Company sod the Trusies
other appilcation will be made for the flaiag of. and permistion 1o des In, e Bonds on sy, other siock “Trusiea” 1P, Morgan Corporats Trustee Sérvices Limiied
eachaage, "UBS Invesimen Bank" 5 A

Listieg and 1radiog of the The %bi are liteg 1od raged o0 e Hong Koog Stosk E:c;ng; 3nd aro listed on the Officls] Lin UK~ the Unired Kingdom of Grast Britein and Northers Iretasd

W Sharep of 4 i iy #nd 1raded on she Londen Sioek Exchan for tinsd sscuriies, iy v

B H f'“""” i md‘ 1o Tist the Coaverrion Ehures 68 the H"' KD“ s.ux E.l:hln cang ”r‘.‘ Deficlai UK Listieg Authorit; l‘ﬂ‘l:xml i&nl:u Authority la Hs cspaciry 93 competent avthorlty under iha Flnuncia) Serviear und

s-;a'a‘f:hlﬂcu jsilag Authortly eog for such Convertion Shares 10 be Mmitied 1o wadlag on the Loadon .y 0y ivieet or wUS™ Usired Sroes of merica
“USS” or "US dollars” United Ststen dellars. the lawful currency of the Unhied States
Coavarsion Sharas “vollag rights” all the vouin, urrantly sxarcisable at s generst maerlag of the Compuny whather or Aot sttriduiable

10 1he u.lmnﬁ capire of the Compasy
For illustrative purposes rsion pricy of HX$S.559 per M Shara (based on. for the purposs of ibl lliustration. s
ceni. lo 8 cloning pri September 2003, the aggrogale princips) nmount of the Bonda of USSIS3, mllllnn 7 order of the Board
m convenidle into lnmxlmmy ll! v mllllon nt' H Shares nxuumu; npprozimately 4.2 per zeat. of the uxmn. iasyed share capital Yang Hangming
of 1he Compray snd spproxbmately 4.0 par ceal. of the issved share caplial of the Carapazy a2 enlarged by the issus of (b on . Execurive Direcior ond Compary Secretary
Shares. 3 September 3003, Baijlag




The Stock Exchange of Hong Kong Limited takes no responsibility for the cameat.s Sf nhis
announcement, makes no representation as 10 its accuracy or Completeness and e,xpresslv?
disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the’
whole or any part of the contents of this announcement.

This announcement is not an offer to sell or the solicitation of an offer to buy any securities and
neither this announcement nor anything herein forms the basis for any contract or commitment
whatsoever. Neither this announcement nor any copy thereof may be taken into or distributed in
the United States. Securities may not be offered or sold in the United States absent registration
or an exemption from registration under the Securities Act of 1933, as amended. Beijing Datang
Power Generation Company Limited does not intend to register any part of the proposed offering
in the United States. The securities described herein will be sold in accordance with all applicable
laws and regulations.

This communication is directed only at (i) persons outside the United Kingdom, or (ii) persons
having professional experience in matters relating 1o investments who fall within the definition of
“investment professionals” in Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2001, or (iii} high net worth bodies corporate, unincorporated
associations and partnerships and trustees of high value trusts as described in Article 49(2) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. The Bonds are only
available to such persons and persons within the United Kingdom who receive this communication
{other than persons falling within (ii) and (iii) above) should not rely on or act upon this
communication.

In connection with this issue, UBS AG (“UBS Investment Bank”), or any person acting for UBS
Investment Bank, may (to the extent permitted by applicable laws) effect transactions with a view
to supporting the market price of the Bonds at a level higher than that which might otherwise
prevail for a limited period after the issue date. However, there may be no obligation on UBS
Investment Bank or any agent of UBS Investment Bank to do so. Such stabilising, if commenced,
may be discontinued at any time, and must be brought to an end after a limited period.
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BEIJING DATANG POWER GENERATION CO. LTD

(Incorporated as a Sino-foreign joint stock limited company in the People'’s Republic of China with limited liability)

Completion of the issue of Convertible Bonds due 2008

Summary

Reference is made to the Company’s announcement dated 3 September 2003 (the
“Announcement”) and the Directors of the Company are pleased to announce that the
completion of the issue of the Bonds took place on 9 September 2003.

The Directors of Beijing Datang Power Generation Company Limited are pleased
to announce that the completion of the issue of the Bonds as announced by the Company
on 3 September 2003 took place on 9 September 2003. Terms used in this announcement
shall have the same meanings ascribed to them in the Announcement unless otherwise
defined herein.

Bonds in the aggregate principal amount of US$153.8 million have been issued to
professional and institutional investors, who are not connected to the directors, chief
executive or substantial shareholders of the Company or its subsidiaries or associates of
any of them. The Bonds are listed on the Luxembourg Stock Exchange. Application has
been made to the Hong Kong Stock Exchange for the listing of, and permission to deal
in, the Conversion Shares on the Hong Kong Stock Exchange. Application will be made
to list the Conversion Shares on the Official List of the UK Listing Authority and for
such Conversion Shares to be admitted to trading on the London Stock Exchange’s
market for listed securities. A summary of the principal terms of the Bonds is set out in
the Announcement.

By order of the Board
Yang Hongming
Executive Director and Company Secretary
10 September 2003, Beijing

™
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BEIJING DATANG POWER GENERATION CO. LTD

Attn: Business Editor
[For Immediate Release]

Beijing Datang Generates 30.96% More Electricity
for the First Three Quarters of 2003

Hong Kong, October 14, 2003...Beijing Datang Power Generation Company Limited
(“Beijing Datang Power” or the “Company”) (HKEx: 991; LSE:DAT; ADR:BIDHY)
today announced that based on the Company’s preliminary statistics as of September 30,
2003, total power generation of the Company’s power plants (both wholly-owned and
with controlling stakes) for the first three quarters of 2003 amounted to 29.54 billion
kWh, an increase of 30.96% when compared to the same period last year. The
Company’s total on-grid power generation was 27.70 billion kWh, an increase of
31.91% when compared to the same period last year. If excluding the impact of newly
increased power generation capacity, the power generation and on-grid power
generation of the Company’s power plants (both wholly-owned and with controlling
stakes) increased 14.56% and 15.50%, respectively, when compared to the same period
last year.

The substantial increase in the Company’s total power generation for the first three
quarters of 2003 was mainly attributable to the following reasons:

1. The demand for electricity of the industrial and residential sectors within the
Company’s service area, the Beijing-Tianjin-Tangshan region, increased by
14.56% i the first three quarters when compared to the same period last year
despite the impact of SARS (“Severe Acute Respiratory Syndrome”). This has
enhanced the utilisation rates of the Company’s power units.

2. Compared to the same period in 2002, the Company has added Unit 2 (600 MW)
of Panshan Phase II and Units 1 and 2 (1,200 MW) of Tuoketuo Phase I to its
operation, thereby significantly enhancing the Company’s overall power generation
capacity.

3. The rationalised scheduling of the Company’s maintenance programmes has

enhanced production safety management, thereby maintaining relatively high
levels of equivalent availability factor for its power units.
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Power generation statistics of the Company’s power plants for the first three quarters of

2003 are as follows:

Power Plant Power Generation | Power Plant Power Generation
(billion kWh) (billion kWh)

Gao Jing 2.676 Zhang Jia Kou 10.356

Dou He 7.299 Panshan 5478

Xia Hua Yuan 1.952 Huaze Hydropower 0.0176

Tuoketuo 1.763

Beijing Datang Power

Beijing Datang Power is one of the largest independent power producers in China with a total
operating installed capacity of 7,370MW. Currently, the Company owns 4 operating power
plants, including Dou He Power Plant, Gao Jing Power Plant, Zhang Jia Kou Power Plant and
Xia Hua Yuan Power Plant; and holds controlling interests in 3 operating power plants,
including Tianjin Datang Panshan Power, Hebei Huaze Hydropower and Inner Mongolia
Datang Tuoketuo Power (Phase I); as well as 8 power generation projects which are under
construction: Inner Mongolia Datang Tuoketuo Power (Phase II), Shanxi Datang Shentou
Power, Gansu Datang Liancheng Power, Shanxi Datang Pingwang Thermal Power, Hebei
Datang Tangshan Thermal Power, Yunnan Datang Honghe Power, Yunnan Datang Lixianjiang
Hydropower and Yunnan Datang Nalan Hydropower. Beijing Datang Power has been histed
on The Stock Exchange of Hong Kong Limited and the London Stock Exchange respectively
since March 1997. Since September 2001, the Company’s American Depositary Receipts
(ADRs) have been traded in the U.S. over-the-counter market.

- End -
For enquiries, please contact:

Mr. Brian Liu / Mr. Grant Zhang

Beijing Datang Power Generation Company Limited
Tel: (8610) 8358 1909 / (8610) 8358 1428

Fax: (8610) 8358 1911

Miss Christy Lai / Miss Jessica Lee / Miss Veronica Ho
Rikes Communications Limited

Tel: (852) 2520 2201

Fax: (852) 2520 2241




BEIJING DATANG POWER GENERATION CO. LTD

Attn: Business Editor
[For Immediate Release]

Beijing Datang Yungang Thermal Power Plant Units 1 & 2
Commence Commercial Operation

Hong Kong, December 30, 2003...Beijing Datang Power Generation Company Limited
(“Beijing Datang Power” or the “Company”) (HKEx: 991; LSE:DAT, ADR:BJDHY)
today announced that Yungang Thermal Power Plant (formerly “Pingwang Thermal
Power Plant”) Units 1 & 2, of which the Company holds a controlling stake, have
commenced commercial operation on 11 November 2003 and 13 December 2003,
respectively, and have been connected to the Shanxi power grid.

Yungang Thermal Power Plant comprises two coal-fired power generation units, each
with an operating capacity of 220MW.-

Located in Shanxi Province’s coalfield, Yungang Thermal Power Plant enjoys a
constant supply of low-priced coal.

Yungang Thermal Power Plant has commenced operation on schedule, easing the tight
power supply situation of Shanxi Province, and also enhancing the utilisation rates of
power units. :

Mr. Zhang Yi, Vice Chairman and President of Beijing Datang Power, said, “With the
commencement of operation of Yungang Thermal Power Plant Units 1 & 2, the
Company’s efforts in enhancing cost-efficiency and complying with the government’s
environmental protection policy were recognized. The Company’s power generation
capacity has been further increased, thereby enhancing the Company’s overall
competitiveness.”
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Beijing Datang Power

Beijing Datang Power is one of the largest independent power producers in China with
a total operating installed capacity of 7,810MW. Currently, the Company owns 4
operating power plants, including Dou He Power Plant, Gao Jing Power Plant, Zhang
Jia Kou Power Plant and Xia Hua Yuan Power Plant; and holds controlling interests in
4 operating power plants, including Tianjin Datang Panshan Power, Hebei Huaze
Hydropower, Inner Mongolia Datang Tuoketuo Power (Phase I) and Shanxi Datang
Yungang Thermal Power (formerly “Shanxi Datang Pingwang Thermal Power”); as
well as 7 power generation projects which are under construction: Inner Mongolia
Datang Tuoketuo Power (Phase II), Shanxi Datang Shentou Power, Gansu Datang
Liancheng Power, Hebei Datang Tangshan Thermal Power, Yunnan Datang Honghe
Power, Yunnan Datang Lixianjiang Hydropower and Yunnan Datang Nalan
Hydropower. Beijing Datang Power has been listed on The Stock Exchange of Hong
Kong Limited and the London Stock Exchange respectively since March 1997. Since
September 2001, the Company’s American Depositary Receipts (ADRs) have been
traded in the U.S. over-the-counter market.

- End -
For enquiries, please contact:

Mr. Brian Liu/ Mr. Grant Zhang

Beijing Datang Power Generation Company Limited
Tel: (8610) 8358 1909 / (8610) 8358 1428

Fax: (8610) 8358 1911

Miss Christy Lai / Miss Jessica Lee
Rikes Communications Limited
Tel: (852) 2520 2201

Fax: (852) 2520 2241
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BEIJING DATANG POWER GENERATION CO. LTD

Attn: Business Editor
[For Immediate Release]

Beijing Datang Generates 28.44% More Electricity
for Year 2003

Hong Kong, January 7, 2003...Bejjing Datang Power Generation Company Limited
(“Beijing Datang Power”) (HKEx: 991; LSE:DAT; ADR:BJDHY) today announced
that based on the Company’s preliminary statistics, as of 31 December 2003, the
Company’s total power generation of its power plants (wholly owned or with
controlling stakes) for 2003 was 41.196 billion kWh, an increase of 28.44% when
compared to the same period last year. The Company’s total on-grid power generation
was 38.651 billion kWh, an increase of 29.11% when compared to the same period last
year. If excluding the impact of the newly increased power generation capacity, the
power generation and on-grid power generation of the Company’s power plants (wholly
owned or and with controlling stakes) increased 10.52% and 10.97%, respectively,
when compared to the same period last year.

The substantial increase in the Company’s total power generation for year 2003 was
mainly attributable to the following reasons:

1. The demand for electricity of the industrial and residential sectors within the
Company’s main service area, the Beyjing-Tianjin-Tangshan region, increased by
14.10% when compared to the same period last year. This has enhanced the
utilisation rates of the Company’s power units.

2. Compared to the same period in 2002, the Company has added the half-year power
generation of Unit 2 (600 MW) of Tianjin Datang Panshan Power Plant Phase II.
Moreover, Units 1 and 2 (1,200 MW) of Inner Mongolia Datang Tuoketuo Power
Plant Phase I and Units 1 and 2 of Shanxi Datang Yungang Thermal Power Plant
have commenced operation within the year, thereby significantly enhancing the
Company’s overall power generation capacity.

3. The rationalised scheduling of the Company’s maintenance programmes has

enhanced production safety management, thereby maintaining relatively high
levels of equivalent availability factor for its power units.
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Power generation statistics of the Company’s power plants for 2003 are as follows:

Power Plant Power | Power Plant Power Generation
Generation (billion kWh)

(billion kWh)
Gao Jin 3.626 | Zhang Jia Kou 13.905
Dou He 10.021 | Panshan 7.204
Xia Hua Yuan 2.552 { Yungang Thermal Power 0.269
Tuoketuo (Phase I) 3.593 | Huaze Hydropower 0.0255

Beijing Datang Power

Beijing Datang Power is one of the largest independent power producers in China with
a total operating installed capacity of 7,810MW. Currently, the Company wholly owns
4 operating power plants, including Dou He Power Plant, Gao Jing Power Plant, Zhang
Jia Kou Power Plant and Xia Hua Yuan Power Plant. It also holds controlling interests
in 4 operating power plants, including Tianjin Datang Panshan Power, Hebei Huaze
Hydropower, Inner Mongolia Datang Tuoketuo Power (Phase I) and Shanxi Datang
Yungang Thermal Power (formerly “Shanxi Datang Pingwang Thermal Power”); as
well as 7 power generation projects which are under construction: Inner Mongolia
Datang Tuoketuo Power (Phase II), Shanxi Datang Shentou Power, Gansu Datang
Liancheng Power, Hebei Datang Tangshan Thermal Power, Yunnan Datang Honghe
Power, Yunnan Datang Lixianjiang Hydropower and Yunnan Datang Nalan
Hydropower. Beijing Datang Power has been listed on The Stock Exchange of Hong
Kong Limited and the London Stock Exchange respectively since March 1997. Since
September 2001, the Company’s American Depositary Receipts (ADRs) have been
traded in the U.S. over-the-counter market.

- End -
For enquiries, please contact:

Mr. Brian Liu/ Mr. Grant Zhang

Beijing Datang Power Generation Company Limited
Tel: (8610) 8358 1909 / (8610) 8358 1428

Fax: (8610) 8358 1911

Miss Christy Lai/Ms. Veronica Ho
Rikes Communications Limited
Tel: (852) 2520 2201

Fax: (852) 2520 2241




OFFERING CIRCULAR 3 SEPTEMBER 2003

O{’. ‘j‘? It~ . IS
v rijy 32 gr; 7:2i

tEAEEBRHER LT
Beijing Datang Power Generation Company Limited

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

US$153,800,000 0.75 per cent. Convertible Bonds due 2008

Convertible into H Shares with a nominal value of RMB 1.00 each
in the registered capital of Beijing Datang Power Generation
Company Limited

Issue price 100 per cent.

Sole Global Co-ordinator and Bookrunner

UBS Investment Bank

Co-Lead Managers -

BOCI Asia Limited Lehman Brothers Société Générale, Hong Kong Branch




The US$153,800,000 Convertible Bonds due 2008 (the “Bonds”) will be issued by Beijing Datang Power
Generation Company Limited (the “Company™).

Unless previously redeemed, each Bond will be convertible, at the option of the holder, on or after 20 October
2003 and, unless redemption arises earlier, up to the close of business {at the place where the relevant certificate
for the Bonds is delivered for conversion} on 2 September 2008, for Shares of the Company at an initial
Conversion Price (as defined in the terms and conditions of the Bonds (the “Conditions™)) of HK$5.558 per
Share, subject to an adjustment in the manner provided herein and with a fixed rate of exchange applicable on
conversion of the Bonds of HK$7.799 = US$1.00. See “Terms and conditions of the Bonds — Conversion™.

Interest on the Bonds is payable at the rate of 0.75 per cent. per annum, payable semi-annually in equal
instalments in arrear on 9 March and 9 September in each year, commencing on 9 March 2004.

Payments of principal and interest on the Bonds will be made without withholding for or deduction of any taxes,
duties, assessments or governmental charges of whatever nature imposed or levied by or in the PRC or Hong
Kong (each a “Relevant Tax Jurisdiction”), unless such withholding or deduction is required by law as described
under “Terms and conditions of the Bonds — Taxation”. In that event, subject to certain exceptions, the
Company will pay such Additional Amounts (as defined in the Conditions) as will result in the receipt by holders
of such amounts as would have been received by them had no such withholding or deduction been required,
provided that if the Company becomes obliged to pay any New Additional Amounts (as defined in the
Conditions) and such New Additional Amounts cannot be avoided by the use of reasonable measures, the
Company may give notice to redeem the Bonds at their principal amount together with interest accrued to the
date fixed for redemption. Upon receipt of such notice, a holder may elect not to have its Bonds redeemed by the
Company, in which case such holder will not be entitled to receive payment of any New Additional Amounts.
For the avoidance of doubt, any Additional Amounts which had been payable in respect of the Bonds, as a result
of the laws or regulations of the Relevant Tax Jurisdiction prior to 3 September 2003, will continue to be payable
to such holders. See “Terms and conditions of the Bonds — Redemption and purchase — Redemption for
taxation reasons”. \\'

The Bonds mature on 9 September 2008 at their principal amount but, subject to certai,‘n conditions, may be
redeemed before then at the option of the Company in whole but not in part only, at any time on or after 23
September 2006 and prior to 25 August 2008 upon the giving of not less than 30 nor more than 60 days notice
by the Company at their principal amount together with interest accrued to the Redemption Date (as defined in
the Conditions) if (a) the closing price of the Shares for each of 20 consecutive Trading/Days (as defined in the
Conditions), the last of which occurs not more than five days prior to the date the notice of redemption is
published is at least 130 per cent. of the Conversion Price then in effect and the closing price of the Shares
translated into US dollars at the average prevailing rate (as defined in the Conditions), for each of 20 consecutive
Trading Days, the last of which occurs not more than five days prior to the date upon which the notice of such
redemption is published, was at least 130 per cent. of the Conversion Price then in effect on such Trading Day
translated into US dollars at the rate of HK$7.799=US$1.00; or (b) at least 90 per cent. in principal amount of
the Bonds has already been converted, redeemed or purchased and cancelled. See “Terms and conditions of the
Bonds — Redemption and purchase — Redemption at the option of the Company”.

The Bondholders are entitled to require the Company to redeem their Bonds: (a) on 9 September 2006 at their
principal amount; and (b) at any time following a Relevant Event (as defined in the Conditions) at their principal
amount together with interest accrued to the Relevant Event Put Date (as defined in the Conditions).

Application has been made to list the Bonds on the Luxembourg Stock Exchange. Within three months of such
listing, the Company will make an application to list the Bonds on the Official List of the UK Listing Authority
and to trade the Bonds on the London Stock Exchange’s market for listed securities pursuant to the mutual
recognition procedures of the UK Listing Authority’s Listing Rules.

The Shares are listed and traded on the Hong Kong Stock Exchange and are listed on the Official List of the UK
Listing Authority and traded on the London Stock Exchange’s market for listed securities. Application will be
made to list the Shares to be issued on conversion of the Bonds on the Hong Kong Stock Exchange and the
Official List of the UK Listing Authority and for such Shares to be admitted to trading on the London Stock
Exchange’s market for listed securities. On 3 September 2003, the closing price of the Shares on the Hong Kong
Stock Exchange was HK$4.275 per Share.
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The Bonds have been rated “BBB” by Standard and Poor’s Ratings Services, a division of the McGraw-Hill
Companies. A rating is not a recommendation to buy, sell or hold securities and may be subject to revision,
suspension or withdrawal at any time by the assigning rating organisation.

See “Risk factors” for a discussion of certain factors to be considered in connection with an investment in the
Bonds.

The Bonds and the Shares to be issued upon conversion of the Bonds have not been and will not be registered
under the US Securities Act of 1933 (the “Securities Act™) and, subject to certain exceptions, may not be offered
or sold within the United States. The Bonds are being offered and sold outside the United States in reliance on
Regulation S under the Securities Act (“Regulation $”). For a description of these and certain further restrictions
on offers and sales of the Bonds and the Shares to be issued upon conversion of the Bonds, and distribution of
this Offering Circular, see “Subscription and sale”.

The Company, having made all reasonable enquiries, confirms that this Offering Circular contains all
information with respect to the Company and to the Company, its subsidiaries and associates taken as a whole
(the “Group™), the Bonds and the Shares, which is material in the context of the issue and offering of the Bonds
(including all information required by applicable laws of the PRC), that the information contained herein (save
as set out below) is true and accurate in all material respects and is not misleading, that the opinions and
intentions expressed berein are honestly held and have been reached after considering all relevant circumstances
and are based on reasonable assumptions, that there are no other facts, the omission of which would, in the
context of the issue and offering of the Bonds, make this Offering Circular as a whole or any of such information
or the expression of any such opinions or intentions misleading in any material respect and that all reasonable
enquiries have been made by the Company to verify the accuracy of such information and that this Offering
Circular does not contain an untrue statement of a material fact or omit to state a material fact required to be
stated herein or necessary in order to make the statements herein, in the light of the circumstances under which
they are made, not misleading. The Company accepts responsibility accordingly. Information provided herein
with respect to the PRC, its political status and economry, has been derived from government and other public
sources and the Company accepts responsibility only for accurately extracting information from such sources.

EXINS

References in this Offering Circular to “we”, “us” and “our” refer to the Company and the Group.

The distribution of this Offering Circular and the offering and sale of the Bonds in certain jurisdictions may be
restricted by law. Persons into whose possession this Offering Circular comes are required by the Company and
the Managers (as defined in “Subscription and sale”) to inform themselves about and to observe any such
restrictions. For description of certain further restrictions on offers and sales of the Bonds and distribution of this
Offering Circular, see “Subscription and sale”. This Offering Circular does not constitute an offer of, or an
invitation by or on bebalf of the Company or the Managers to subscribe for or purchase any of the Bonds in any
jurisdiction in which such offer or invitation would be unlawful.

No person is authorised in connection with the issue, offering or sale of the Bonds to give any information or to
make any representation not contained in this Offering Circular and any information or representation not
contained herein must not be relied upon as having been authorised by the Company or the Managers. Neither
the delivery of this Offering Circular nor any sale or allotment made in connection with the issue of the Bonds
shall, under any circumstances, constitute a representation or create any implication that there has been no
change in the affairs of the Company since the date hereof or that the information contained herein is correct as
of any time subsequent to its date.

The Bonds will be represented by beneficial interests in a permanent global certificate (the “Global Certificate™)
in registered form, which will be registered in the name of a nominee of, and shall be deposited on or about
9 September 2003 (the “Closing Date”) with a common depositary for, Euroclear Bank S.A./N.V, as operator of
the Euroclear System (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg™).

In connection with this issue, UBS AG (“UBS Investment Bank™) may (to the extent permitted by applicable
laws) overallot or effect transactions with a view to supporting the market price of the Bonds at a level higher
than that which might otherwise prevail for a limited period. However, there is no obligation on UBS Investment
Bank to do this. Such stabilising, if commenced, may be discontinued at any time, and must be brought to an end
after a limited period.




FORWARD-LOOKING STATEMENTS

Certain statements under “Summary”, “Risk factors”, “Management’s discussion and analysis of financial
condition and results of operations”, “Business” and elsewhere in this Offering Circular constitute “forward-
looking statements”. All statements other than statements of historical facts included in this Offering Circular,
including, without limitation, those regarding the Group’s financial position, business strategy, plans and
objectives of management for future operations (including development plans and objectives relating to the
Group’s business) are forward-looking statements. Such forward-looking statements involve known and
unknown risks, uncertainties and other factors which may cause actual results or performance of the Group or
industry results to differ materially from those expressed or implied by such forward-looking statements. Such
forward-looking statements are based on numerous assumptions regarding the Group’s present and future
business strategies and the environment in which the Group will operate in the future. Among the important
factors that could cause the Group’s actual results or performance to differ materially from those in the
forward-looking statements include, among others, political, social and economic conditions in the PRC, changes
in the regulatory regime affecting power generation companies and Sino-foreign joint stock limited companies,
overall trends in the PRC power industry, the market supply of and average selling prices for electricity, the
financial condition and results of operations of NCPGC (to whom the Group currently sells substantially all the
electricity generated by it), the availability and price of raw materials, the ability of the Group to successfully
expand its power generation business and integrate and manage its acquisitions and the development of market
demand for electricity. Additional factors that could cause actual results or performance to differ materially
include, but are not limited to, those discussed in “Risk factors”. These forward-looking statements speak only
as of the date of this Offering Circular. The Company expressly disclaims any obligation or undertaking to release
publicly updates or revisions to any forward-looking statement contained herein to reflect any change in the
Company’s expectations with regard thereto or any change of events, conditions or circumstances, on which any
such statement was based.

ARBITRATION OF DISPUTES AND ENFORCEABILITY OF CIVIL LIABILITIES

Arbitration of disputes

The Articles of Association of the Company require a holder of Shares having a claim against or dispute with the
Company, a Director, a supetvisor or a member of senior management of the Company or a holder of Domestic
Shares relating to any rights or obligations conferred or imposed by the Articles of Association of the Company,
the PRC Company Law or any laws or administrative regulations and relating to the affairs of the Company, to
submit the dispute or claim ro CIETAC or to the Hong Kong International Arbitration Centre for arbitration.
Unless otherwise provided in the relevant laws and regulations, any differences or claims shall be resolved in
accordance with the laws of the PRC. The Articles of Association of the Company further provide that the
arbitrator’s award shall be final and binding on all parties. Pursuant to the CIETAC Arbitration Rules which
became effective on 1 October 2000, CIETAC’s jurisdiction covers international and foreign-related disputes and
disputes relating to Hong Kong arising from economic and trade transactions of a contractual or non-contractual
nature.

Enforceability of civil liabilities

The Company is a Sino-foreign joint stock limited company incorporated in the PRC with limited liability, All
of its Directors, supervisors and members of senior management reside within the PRC (including Hong Kong],
and substantially all the assets of the Company and of such persons are located within the PRC (including Hong
Kong). Therefore, it may not be possible for investors to effect service of process upon the Company or such
persons outside the PRC or to enforce against them outside the PRC any judgments obtained from non-PRC
courts. The PRC does not have treaties or arrangements providing for the recognition and enforcement of
judgments of the courts of the United Kingdom or most other countries or Hong Kong, and therefore recognition
and enforcement in the PRC of judgments obtained in such jurisdictions may be impossible.

According to the Arrangement regarding the Mutual Enforcement of Arbitration Awards between the PRC and
Hong Kong promulgated by the Supreme People’s Court of the PRC which became effective on 1 February 2000
(the “Arrangement”), an arbitration award made in Hong Kong thereafter can be applied for enforcement in a
PRC court in accordance with the Arrangement and other related PRC laws. '
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An arbitral award made by a foreign arbitration body may be recognised and enforced by the PRC courts in
accordance with the principles of reciprocity or any international treaty concluded or acceded to by the PRC. The
PRC acceded to the Convention on the Recognition and Enforcement of Foreign Arbitral Awards (the “New
York Convention”) adopted on 10 June 1958 pursuant to a resolution of the Standing Committee of the National
People’s Congress of the PRC (the “NPC”) passed on 2 December 1986. The New York Convention provides
that all arbitral awards made in a state which is a party to the New York Convention shall be recognised and
enforced by other parties to the New York Convention, subject to their right to refuse enforcement under certain
circumstances, including where the enforcement of the arbitral award is against the public policy of the state to
which the application for enforcement is made. It was declared by the Standing Committee of NPC
simultaneously with the accession of the PRC that (i) the PRC will only recognise and enforce foreign arbitral
awards on the principle of reciprocity; and (ii) the PRC will only apply the New York Convention in disputes
considered under PRC laws to arise from contractual and non-contractual mercantile legal relations.
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All translations from Renminbi to US dollars and from Hong Kong dollars to US dollars of amounts have been
made (unless otherwise indicated) on the basis of, in the case of Renminbi, the PBOC Exchange Rate of RMB
8.2773 = US$1.00. All amounts translated into US dollars as described above are provided solely for the
convenience of the reader and no representation is made that the RMB, Hong Kong dollar or US dollar amounts
referred to herein could have been or could be converted into Hong Kong dollars, US dollars or RMB, as the case
may be, at any particular rate or at all. For further information relating to exchange rates, see “Exchange rates”™.
The PBOC Exchange Rate between the US dollar and the RMB on 3 September 2003 was approximately RMB
8.277 = US$1.00 and the Noon Buying Rate between the US dollar and the Hong Kong dollar on 3 September
2003 was approximately HK$7.799 = US$1.00. Any discrepancies in the tables included herein between the

amounts listed and the totals thereof are due to rounding.




Summary

The following summary is qualified in its entirety by the more detailed information and financial statements
contained elsewhere herein.

OVERVIEW

The Company is one of the largest independent power producers in the PRC. As at 15 August 2003, our installed
capacity and equity capacity amounted to 7,370 MW and 6,588 MW, respectively. We, together with our
subsidiaries, own and operate six coal-fired power plants and a hydropower plant. Through our subsidiaries and
associates, we are also in the process of constructing eight power projects (comprising five coal-fired projects in
Inner Mongolia, Shanxi, Hebei and Gansu and three hydropower projects in Yunnan) and developing two
greenfield coal-fired power projects in Yunnan and Hebei. Qur installed capacity and equity capacity are
expected to increase to 12,639 MW and 9,992 MW, respectively, once these projects are completed. We are
headquartered in Beijing and presently all of our Operating Power Plants are located in the North China Area.
Substantially all of the power we generate is supplied to NCPGC. We are currently expanding our operations to
other parts of China through our Projects.

We were the first PRC-incorporated power company to be listed on the Hong Kong Stock Exchange and the first
PRC-incorporated company to be listed on the London Stock Exchange. We have received awards and accolades
relating to our business operations from various financial magazines and institutions:

World’s Top 250 Energy Companies 2002 (Global Energy Business)

Best Corporate Governance in China 2002 (Euromoney)

Best Managed Companies in China 2002 and 2001 (Finance Asia)

China’s Top 50 Listed Companies 2002 (Fortune)

Best Investor Relations in China 2002 (Institutional Investors and Reuters)

Best Managed Companies in China 2002, 2001, 2000, 1998 and 1997 (Asiamoney)
Best Corporate Governance in China 2002 and 2001 (The Asset)

Asia’s Top 100 Companies 2000 (HSBC)

Best Company in Asia 1999 (The Asset)

Y ¥V Y VY vV Y VY VY

As of 31 December 2002, we had a registered capital of RMB 5,163 million, and for the year ended 31 December
2002, our consolidated revenues and consolidated net profits were RMB 8,018 million and RMB 1,405 million,
respectively. For the six months ended 30 June 2003, our unaudited consolidated revenues and unaudited
consolidated net profits were RMB 4,501.7 million and RMB 784.2 million, respectively.

COMPETITIVE STRENGTHS

We are one of the largest independent power producers in the PRC and we believe we have competed and will
continue to compete successfully by:

> Maintaining high standards of professional management and operational standards in order to ensure the
smooth and efficient management of our power plants;

>  Managing our unit costs aggressively in our daily operations and in the development and construction of
our Greenfield Projects;

> Operating in the BTT Area, which is the political and cultural heart of the PRC and a zone of high economic
growth;

>  QOperating at relatively close proximity to the PRC’s largest store of coal reserves in northern China; and
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> Maintaining a strong balance sheet, good corporate record, and good reputation in the market as a
publicly-listed company.

STRATEGY

Our goal is to be one of the leading power producers in the PRC with an international reputation. We seek to
achieve our goal by capitalising on growth opportunities in the North China Area and at the same time selectively
expanding our operations outside the North China Area.

In order to achieve our goal, we will pursue the following strategies:

> Enhancing our competitiveness and continuing to manage our costs aggressively and efficiently;
> Focusing on regions which provide us with cost, market or policy advantages;

> Taking advantage of opportunities to develop new projects and acquire operating assets simultaneously;
and

> Reducing our exposure to fuel supply risks by diversifying our fuel consumption requirements.

HISTORY

We are a Sino-foreign joint stock limited company incorporated under the laws of the PRC. We were registered
with SAIC on 13 December 1994 as a joint stock limited company. We became a Sino-foreign joint stock
company on 13 May 1998. As at 30 June 2003, our registered capital was RMB 5,163 billion. Qur scope of
business includes construction and operation of power plants, sale of electricity, inspection, maintenance and
commissioning of power equipment and power-related technical services.

We listed the H Shares on both the Hong Kong Stock Exchange and the London Stock Exchange on 21 March
1997. As of 15 August 2003, CDT, BIPDIC, HCIC, TJIC, and H Share holders held 35.43 per cent., 13.01 per
cent., 13.01 per cent., 10.84 per cent., and 27.71 per cent., respectively, of our shares. As of 3 September 2003,
based on the closing price of the H Shares on the Hong Kong Stock Exchange at HK$4.275 per H Share, we had
a market capitalisation of approximately HK$6,116 million for the H Shares.




Summary consolidated financial information

The following tables present our summary consolidated financial information as of and for the years ended 31
December 2000, 2001 and 2002, and as of and for the six-month periods ended 30 June 2002 and 2003, which
should be read in conjunction with our consolidated financial statements and the related notes thereto which are
included elsewhere in this Offering Circular. The summary consolidated financial information as of and for each
of the years ended 31 December 2000, 2001 and 2002 has been extracted without adjustment from our audited
consolidated financial statements for those years, and the summary consolidated financial information as of and
for each of the six-month periods ended 30 June 2002 and 2003 has been extracted, without adjustment, from
our unaudited consolidated financial statements for those periods.

Our consolidated financial statements have been prepared in accordance with IFRS.

Year ended, and as of, 31 December

2000 2001 2002 2002
RMB RMB RMB Uss

{in thousands, except per share data)

Audited consolidated statements of income

OPperating reVENUE, T1ET cuererrvrerreeriereenrereersiresreesnentensesieeneerses 5,694,195 6,550,620 8,017,912 968,663
Operating costs:
Local government surcharges .....cccoceveveecnviiinenceeenncnnnnns (73,554) (86,749) (102,012} (12,324)
FUEL oottt ettt b ettt s (1,686,775) (1,954,115} (2,556,173) (308,817)
Repair and maintenance ......c.cccvevvimreniorenseenerensiessnennes (194,281) (220,468) (278,085) (33,596)
DEPIECIAtION .euvevirierreirecreereiniesenresneinseneerseseveesessenesronsassssnes (904,356)  (1,071,866)  (1,382,613) (167,037)
Wages and staff welfare .........ccceevvniimvniiiierreeecenenne (285,887) (364,163) (440,772) (53,251)
OLHETS ovvveereereeeeeeereeesereeesess s ssesresseeesesesesesseeresnesseseanes (505,840) (755,544) (820,699) (99,151)
Total OPErating COSIS .evvvververrerrererreseerierieriesessessesressrenens (3,650,693)  (4,452,905) (5,580,354) (674,176)
OPErating Profit .....cccceverrrevrerererieriesesiessessessessassessessessaans 2,043,502 2,097,715 2,437,558 294,487
Share of profit of ass0CIALES ..eviverririerrenieseceeerereeieenrens — 3,913 5,499 664
INTErEST INCOME ..uviiveereirieriieierteireere e reernreaaes b eene e s e eraannaen 171,698 144,507 89,314 10,790
FiNance COSES vviiimiimrieirinrierinieiiiterreneesieniraeeesireesrsnsassirasesssns (144,643) (99,974) (522,145) (63,082)
Profit before taxation ........c..oeeieeerevreceenieicreeee e cerecnnees 2,070,557 2,146,161 2,010,226 242,859
TAXATION cveeviirririreeiieeeieenereeraeets st sb e e e saesas st seaasab e srasnasans (695,257) (714,492) (672,156) (81,205)
Profit before MinOrity INEEIESES ..ovveverevrerreereernsensencercvnienreenes 1,375,300 1,431,669 1,338,070 161,654
MINOTITY INTEIESTS 1ueerrreeeerrerreniireiree e ssreeseesasieseesannessaeensesen — 6,391 66,542 8,039
INEE PLOIE woveeiiirreicrreerierceeccsteerre e sees e sbranssesesse s ssaasbesnes 1,375,300 1,438,060 1,404,612 169,693
Pﬁ)_p_g@_iiv\id_e_n/ds ............................................................... 516,285 877,684 619,542 74,348
Earnings per share — basic ..c.cccovereerenmereeincnciincrecseneees 0.27 0.28 0.27 0.03
Proposed dividend per share ..v.ivovenreiceeneicniinncnans 0.10 0.17 0.12 0.01
Audited consolidated balance sheets
INON-CUITEIE @SSELS..vevvererrirrerrerrerressesersarserasnassessessersessersessones 15,081,317 17,512,490 21,415,136 2,587,213
CUITENE ASSEIS tvereuirrerrrrerreserrieraereesierssnsresriossesseersersanssnessosns 4,904,828 5,677,553 5,404,552 652,936
TOtal ASSELS .evvirrreeirrreriitireeeineerirerreaesueraassinreesssneesssssesaesrensinne 19,986,145 23,190,043 26,819,688 3,240,149
Non-current Habilities ....coccovevviiirrnvenenineneninnenrenernaes 4,627,096 6,262,634 8,156,212 985,371
Current Habilities ....oeeeiveiieinriereerrereeeece et ee e 2,025,011 2,545,168 3,376,963 407,979
Total Habilities ....ovvecerienirrirrrirereeresieereere e e e e sen e eenees 6,652,107 8,807,802 11,533,175 1,393,350
MiNOTItY INLEFESTS ..orvrrerrerrerrereesieriiererrsireeeerearseennersensurensensess 403,462 529,890 907,234 109,605
Shareholders’ eqUIty ..c.ccoevierinenerirerieneneseniesie s trseeseae 12,930,576 13,852,351 14,379,279 1,737,194




Six months ended, and as of, 30 June

2002 2003 2003

RMB RMB us$
(in thousands, except per share data}

Unaudited consolidated statements of income

OPErating FEVENUE, NET weveirerrerreresrererierierierseirraresesseasessessastessessessessosonsenses 3,491,543 4,501,679 543,858
OPELATINE COSES ..vuvrvirirrrirenrerserissisessstariesinsesssstessessessssssassssnsonsessissansssassesenses (2,473,133)  (3,129,463) {378,078)
OPELAting PIOFIL uvevereveeieiriererrerreeerestrsesresrseeesaeesrestosessesesansensaseosessersasasanns 1,018,410 1,372,216 165,780
Share of profit Of ASSOCIALES ..vcveveeeerecirreiniestecnerirerneest et snesressesassesssserarnes 3,718 7,223 873
INLELEST INCOME 1vvveeeriieirieiririireieeritrecieresreeresteresssressessesesssrnarsenseressssrnessasnnes 48,153 24,503 2,960
FINANCE COSS ovrrrrericririienrnrinniieeieenrreererannsseesseressesaeresassnessnnnerasssssesasnnserosnane (236,584) (233,700) (28,234)
Profit BefOre tAXAtION .iicveeviiiriceecceeeieeeieesevbesreestisseee e esseserssseenntesnesensessesseoneees 833,697 1,170,242 141,379
TAXATION 1vevtereiierieeeesreseaesereseesessesassssessesseastsssessassessessessassasserarsssssessassersens (277,563) (390,427) (47,168)
Profit before MINOIILY INTETESTS ..vvvrceriereercnruresserserssarerassesesesserssrsarasrasesmesesenns 556,132 779,815 94,211
MINOLILY INTELESIS .eurererierenrerrenrererririreesietestestesesseesessesssesesessssssesesssnssessens 45,186 4,418 534
INEE PIOFIE 1virieriirrieereeretntter et et e s e et se s e s bane st sae st sbassesansetsesenssansaesens 601,318 784,233 94,745
Earnings per share — basic .ovvvvvireiiiiniree ettt e 0.12 0.15 0.02

Unaudited consolidated balance sheets

INOD-CUITEIE ASSELS 1vvvvvreerearverresneereensursreessaessressasrsasssesseoseessasssnssnesseassesssansseos 19,887,054 22,994,502 2,778,020
CULTENT ASSELS «ovvereiiereeererinrerrentieresiertesrsornesesiesieseestarssssarsssssstssesrensaessssuseesssnsas 5,034,718 5,686,241 686,968
TOLAl ASSELS 1ivinveeenrieiiiiiie it e s 24.921,772 28,680,743 3,464,988
Non-current Habillties ...covvveeiiciiciieiriceeeeere et ereeeeecee st eneevecveeresneene 7,078,200 7,878,768 951,853
Current Habilities ....iveviiiriercrieiinii ettt 3,582,769 5,244,989 633,659
TOtal HABILEIES 1viveveieeriirecinreircrtereittrisies et e eb e e s e st ssannaene 10,660,969 13,123,757 1,585,512
MINOTILY INTELESLS 1ievveererritiererrrreerseiiteerirertersssesiesssrneersressesiasassnsrnesssnsersesssens 684,818 1,013,016 122,385
Shareholders’ EQUITY ....ccovvmeveneieiineie ettt s ees 13,575,985 14,543,970 1,757,091
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The offering

Capitalised terms used herein and not defined have the meanings given to them in the terms and conditions of
the Bonds set out in this Offering Circular under “Terms and conditions of the Bonds”.

Issuer ........

Principal Amount

Issue Price

Closing Date

Interest Rate

Status ........

Conversion

............................

Beijing Datang Power Generation Company Limited
US$153,800,000 0.75 per cent. Convertible Bonds due 2008
US$153,800,000

100 per cent.

US$1,000

On or about 9 September 2003

The rate of interest payable on the Bonds will be 0.75 per cent. per
annum. Interest will be payable semi-annually in arrear in equal
instalments on 9 March and 9 September in each year {each an
“Interest Payment Date”), commencing 9 March 2004.

Except as provided in “Terms and conditions of the Bonds —
Conversion — Interest on conversion”, interest will cease to accrue on
Bonds converted into Shares from the Interest Payment Date
immediately preceding the relevant Conversion Date or, if the relevant
Conversion Date falls on or prior to the first Interest Payment Date,
from the Closing Date.

The Bonds will constitute direct, unconditional, unsecured and
unsubordinated obligations of the Company and rank and will rank
pari passu, without any preference or priority among themselves and
with all other outstanding direct, unconditional, unsecured and
unsubordinated obligations of the Company, present and future, but,
in the event of insolvency of the Company, only to the extent
permitted by mandatory provisions of applicable laws.

Each Bond will entitle the holder to convert such Bond into Shares at
the then applicable Conversion Price at any time on or after 20
October 2003 and up to the close of business (at the place where the
relevant Certificate is delivered for conversion) on the date falling
seven days prior to the Final Maturity Date (as defined below) (both
dates inclusive). The initial Conversion Price will be HK$5.558 per
Share. The Conversion Price will be subject to adjustment in certain
circumstances described in “Terms and conditions of the Bonds —
Conversion — Adjustment of conversion price”, including upon the
Company making a Capital Distribution, as provided in the
Conditions.

Shares issued on conversion will be fully paid and non-assessable and
will rank pari passu in all respects with the Shares in issue on the
Conversion Date, save as provided in “Terms and conditions of the
Bonds — Conversion — Shares”.

"




Negative Pledge ..ccoceeveviecvcccincncnnns

Final Redemption ......c.ccoeevvviureeencunne

Redemption at the Option
of the Company .....c.ceceervereenrenenee

Redemption at the Option of
Holders of the Bonds ..........c.c......

Taxation

So long as any Bond remains outstanding (as defined in the Trust
Deed), the Company will not, and will not permit any of its
Subsidiaries to, create or permit to exist any Security Interest {as
defined in the Conditions) upon the whole or any part of their
respective undertakings, assets or reserves, present or future to secure
any of its Relevant Indebtedness (as defined in the Conditions)
without granting equivalent security to the Bonds. See “Terms and
conditions of the Bonds — Negative pledge”.

Unless previously purchased and cancelled, redeemed or converted,
the Bonds will be redeemed at their principal amount on 9 September
2008 (the “Final Maturity Date”).

On or after 23 September 2006 and prior to 25 August 2008, the
Company may at any time, having giving not less than 30 nor more
than 60 days notice to the Trustee and the Bondholders in accordance
with the Conditions, redeem in whole but not in part only the Bonds,
at their principal amount together with interest accrued to the
Redemption Date if (a) the closing price of the Shares for each of 20
consecutive Trading Days, the last of which occurs not more than five
days prior to the date the notice of redemption is published is at least
130 per cent. of the Conversion Price then in effect and the closing
price of the Shares translated into US dollars at the average prevailing
rate (as defined in the Conditions) for each of 20 consecutive Trading
Days, the last of which occurs not more than five days prior to the
date the notice of such redemption is published, was at least 130 per
cent. of the Conversion Price then in effect on such Trading Date
translated into US dollars at the rate of HK$7.799=US$1.00; or (b) at
least 90 per cent. in principal amount of the Bonds has already been
converted, redeemed or purchased and cancelled. See “Terms and
conditions of the Bonds — Redemption and purchase — Redemption
at the option of the Company”.

Bondholders may require the Company to redeem their Bonds: (a) on
9 September 2006 at their principal amount; and (b) at any time
following a Relevant Event at their principal amount, together with
accrued interest to the Relevant Event Put Date.

Payments of principal and interest on the Bonds shall be made
without withholding for or deduction of any taxes, duties,
assessments or governmental charges of whatever nature imposed or
levied by or in a Relevant Tax Jurisdiction, unless such withholding or
deduction is required by law as described under “Terms and
conditions of the Bonds — Taxation”. In the event that any such
deduction or withholding is required, the Company shall pay
Additional Amounts in respect thereof, subject to certain exceptions
as described in “Terms and conditions of the Bonds — Taxation”.

Interest payable on the Bonds to foreign institutional and individual
investors is currently subject to PRC withholding tax at a rate
calculated on a certain proportion of the gross amount of interest. See
“Taxation — PRC Taxation of Non-Residents”.

12




Tax Redemption and Bondholders’
Tax Option ....cceveevncereeirieveranenns

Events of Default ..ooevvveevrvevreereennen.

Form and Denomination of the
Bonds .ooeveevieeeriiiieiee e

Governing 1[aw .o.cvceveeveeerecevriinene,

TrUSTEE wvvririereeriee e

Trust Deed .oovvvveeeeieeeeeeer e,

Principal Agent .....cccevvnvnnvrvneenienn.

Listing and trading of the Bonds .....

In the event the Company becomes obliged to pay any New
Additional Amounts and such New Additional Amounts cannot be
avoided by the use of reasonable measures, the Company may give
notice to redeem the Bonds at their principal amount together with
interest accrued to the date fixed for redemption.

Upon receipt of such notice, a holder may elect not to have its Bonds
redeemed by the Company, in which case such holder will not be
entitled to receive payment of any New Additional Amounts. For the
avoidance of doubt, any Additional Amounts which had been payable
in respect of the Bonds as a result of the laws or regulations of the
Relevant Tax Jurisdiction prior to 3 September 2003, will continue to
be payable to such holders. See “Terms and conditions of the Bonds
— Redemption and purchase — Bondholders’ tax option”.

For a description of certain events that will permit acceleration of the
Bonds, see “Terms and conditions of the Bonds — Events of default”.
Upon acceleration for any such event, the Bonds will become
immediately due and repayable at their principal amount, together
with accrued interest.

The Bonds will be issued in registered form in the denomination of
US$1,000. The Bonds will be represented by beneficial interests in a
Global Certificate, which will be registered in the name of a nominee
of, and shall be deposited on or about the Closing Date with a
common depositary for, Euroclear and Clearstream, Luxembourg.
Beneficial interests in the Global Certificate will be shown on, and
transfers thereof will be effected only through, records maintained by
Euroclear and Clearstream, Luxembourg and their respective
participants. Except as described herein, certificates for the Bonds will
not be issued in exchange for beneficial interests in the Global
Certificate.

The Bonds, the Trust Deed and the Registrar, Paying, Conversion and
Transfer Agency Agreement will be governed by English law.

J.P. Morgan Corporate Trustee Services Limited (the “Trustee”).

The Bonds will be constituted by a Trust Deed to be dated on or about
the Closing Date between the Company and the Trustee.

JPMorgan Chase Bank.

Application has been made to list the Bonds on the Luxembourg
Stock Exchange. Within three months of such listing, the Company
will make an application to list the Bonds on the Official List of the
UK Listing Authority and to trade the Bonds on the London Stock
Exchange’s market for listed securities pursuant to the mutual
recognition procedures of the UK Listing Authority’s Listing Rules.
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Listing and trading of the Shares ....

Selling Restrictions

The Shares are listed and traded on the Hong Kong Stock Exchange
and are listed on the Official List of the UK Listing Authority and
traded on the London Stock Exchange’s market for listed securities.
Application will be made to list the Shares to be issued on conversion
of the Bonds on the Hong Kong Stock Exchange and the Official List
of the UK Listing Authority and for such Shares to be admitted to
trading on the London Stock Exchange’s market for listed securities.

There are restrictions on the sale of the Bonds and the distribution of
the offering materials in various jurisdictions. See “Subscription and
sale”.
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Risk factors

Potential investors should carefully consider the risks described below, in addition to other information contained
herein, before investing in the Bonds. The occurrence of any of the events described below, or of any other
additional risk and uncertainties not presently known to us, or which we currently deem immaterial, may also
have an adverse effect on our business, financial condition, or results of operations and could affect our ability
to make payments of principal and interest under the Bonds.

RISKS RELATING TO THE COMPANY AND ITS BUSINESS

Our profitability may be adversely affected by the PRC government'’s tariff reform and we may be faced with a
competitive operating environment following the implementation of the “competitive bidding for on-grid
tariffs” policy

At present, our profitability depends on whether we can, following our agreement with the power grid operators,
obtain regulatory approval for tariffs at levels which allow us a reasonable rate of return. This in turn depends
on the PRC government’s tariff reform policies.

The Electric Power Law seeks to standardise tariff determination and it established broad principles with respect
to the methodology of calculating and setting tariffs. The law states that the tariff received by power producers
shall be formulated to provide reasonable compensation for costs and reasonable return on investments taking
taxes into consideration, to share expenses fairly and to promote the construction of electric power projects. The
Electric Power Law also states that a uniform tariff should be paid to all power producers for electricity of the
same quality provided to a single grid except for those power producers who need to charge different rates due
to “special circumstances”. To date, no uniform tariff has been implemented and it is not uncommon to have
different tariffs paid to different power producers for electricity of the same quality provided to the same grid.
The SDPC (which has been renamed SDRC since March 2003) has issued guidelines to assist in the determination
of tariffs prior to the official launch of the “competitive bidding for on-grid tariffs” policy. See “Regulation”. In
order to abide by such principles and guidelines, power producers will need to ensure that their operating costs
are competitive with other comparable power producers. While we believe that our tariffs have been determined
in accordance with such principles and guidelines, there can be no assurance that, upon changes in relevant
regulations (for example, in taxation regulations) the relevant regulatory authorities will not require us to adjust
our tariffs and that our tariffs will not be reduced as a result.

One of the key elements of the ongoing reform of the PRC power industry is that on-grid tariffs shall be
determined through market competition and shall no longer be subject to government approval. Under the
principle of “competitive bidding for on-grid tariff”, each independent power producer will offer a price bid to
the grid operator who will select the most competitive bid. CERC, the regulator of the PRC power industry, has
announced that pilot schemes of “competitive bidding for on-grid tariff” will be implemented in the regional
markets of northeastern and eastern China in the near future, although the detailed implementing measures have
yet to be finalised. It is uncertain when such reform will be fully implemented. However, following the
implementation of the “competitive bidding for on-grid tariffs”, we may, for strategic reasons, need to reduce the
on-grid tariffs we currently charge in order to compete against other independent power producers within the
relevant grids for sale of output to the relevant power grid operators, which may adversely affect our profitability.
See “Regulation”.

Our business operations and expansion strategy are influenced by PRC regulations and the reform of the PRC
power industry : ' -

We are subject to governmental and electric power regulations in many aspects of our operations, including the
determination of tariffs and compliance with power grid control and dispatch directives.

As part of the reform of the power industry in China, CDT assumed NCPGC'’s interest in us in April 2003 and
replaced NCPGC as our largest shareholder. Our commercial arrangements with NCPGC in relation to power
purchase and dispatch have not changed and our existing contractual arrangements (particularly those in relation
to power purchase and dispatch) remain enforceable, However, there can be no assurance that the transfer of
interest from NCPGC to CDT will not affect the business opportunities and other preferential opportunities for
us which have historically been provided by NCPGC. See “Principal Shareholders”.
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Risk factors

We are exposed to certain risks associated with developing additional power plants and acquiring other power
generation assets

Government approvals

We need to secure the appropriate government approvals associated with developing additional power plants and
the process of obtaining relevant government approvals is complex and could be lengthy. Establishment of a new
power project and power plant expansions in the PRC principally involve three sequential rounds of approvals
by the relevant regulatory authorities:

> first, approval of a project proposal;

> second, approval of a feasibility study (and an initial design and project budget in the case of key projects);
and

> third, approval of a construction commencement report.

In the course of developing a power plant, numerous permits, approvals and consents must also be obtained from
relevant national, provincial and local governmental authorities relating to siting, construction, environmental
matters, operating licences and other matters. In addition, government approvals must be obtained with respect
to the development and construction of ancillary infrastructure required to support new power projects. With the
exception of Datang Tuoketuo Power (Phase I) which experienced a delay, our Projects have received all requisite
approvals in a timely manner. However, there can be no assurance that our future power projects will receive all
necessary approvals in a timely manner or at all.

In addition, the land use rights in respect of the land occupied by Datang Tucketuo Power for production purpose
have been expired since November 2002. The operations of Datang Tuoketuo Power have not been affected and
Datang Tuoketuo Power, is currently in the process of renewing the land use rights in respect of such land. The
Company expects that such land use rights will be obtained in due course.

Financing

Each of our power plants that we intend to develop, as well as those that we may develop in the future, will
require substantial capital investment. Our ability to arrange financing is dependent on numerous factors,
including general economic and capital market conditions, credit availability from banks or other lenders, our
credit ratings and financial performance, receipt of the necessary PRC government approvals, the extent of
restrictions on foreign investment in the PRC, and applicable provisions of PRC tax, company and securities
laws. There can be no assurance that we will be able to obtain financing from our usual or alternative sources,
that such financing will be on terms acceptable to us, or that such financing plans would not be delayed.

Construction and start-up risks

We expect to construct additional power plants in the future. The construction of a power plant involves many
risks, including shortages of equipment, materials, work stoppages, weather interferences, unforeseen
engineering, design, environmental and geological problems, delays in receiving requisite licences or permits and
unanticipated cost increases, any of which could give rise to delays or cost overruns. Construction delays may
result in the loss of revenues. The construction of our Operating Power Plants has so far been completed on
schedule and within budget. No assurance can be given that construction of power plants or construction of
projects under planning will be completed on schedule and within budget.

Other expansion risks
We are actively pursuing a strategy of expansion by acquiring interests in other power plants and by developing
power projects in the PRC. See “Business — Strategy”. To date, we have not encountered any significant
obstacles in our acquisition activities but there can be no assurance that we can continue to be successful in our
acquisition activities.

In addition, our expansion strategy would place a strain on our management, operational and financial resources.
Expansion would involve other risks including difficulties in the integration of the operations, technologies and
personnel of the acquired business and potential loss of our key employees and of any acquired business. Our
ability to manage future growth and expansion will depend on our ability to monitor operations, control costs,
maintain effective quality controls, and strengthen our internal management, technical and accounting systems.
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Risk factors

NCPGC and its affiliates purchase all of the electricity produced at our power plants and for the provision of
certain essential services

We currently sell all of the electricity produced at our power plants to NCPGC that operates the BTT Power Grid
on behalf of the PRC government. We derive substantially all of our revenues from payments made by NCPGC.
We also engage NCPGC and several affiliates of NCPGC to supply fuel, remove ash and provide certain
managerial and ancillary services and facilities that are critical for the operation of our plants. Many of these
services and facilities may not readily be obtainable from any other party at the present time with certainty. While
there has been no history of stoppages or temporary or permanent cessation of these services and facilities, a
failure by NCPGC or its affiliates to fulfill their contractual obligations (including payment obligations) and our
failure to obtain timely and full compensation thereof could adversely affect our financial condition and results
of operations. See “Business — major operating agreements and arrangements”.

Coal is the primary fuel for our power plants

Most of our Operating Power Plants and Projects are coal-fired, and our coal needs are supplied to our Operating
- Power Plants primarily by rail. With effect from 1 January 2002, the State in principle no longer issues guidelines
for coal prices and the price of coal is primarily determined by the market. The price of coal is projected to
increase as a result of increasing demand and competition for coal resources due to PRC’s economic development.
The PRC’s coal industry has experienced environmental and safety issues in recent years. In response, in 1998 the
PRC government began to reorganise and close down small coal mines. This initiative has had an impact on coal
supply and coal prices. Our fuel costs have historically been affected by such government initiatives which restrict
or expand coal supply according to particular policies. Increases in the price of coal could have an adverse effect
on our profitability should our tariff remain unchanged.

The capacity of the PRC’s rail system has in recent years been strained by rising demand. To date, we have not
experienced material delays in receipt of coal shipments and have consistently maintained adequate coal
inventories at our plants. However, in light of our expansion plans and the rising demand for rail transportation
in the North China Area, there can be no assurance that our coal supply requirements will be met in a timely
manner. Additionally, railway transportation prices are subject to PRC government pricing policies and there can
be no assurance that prices will not be raised in the near future if railway expansion cannot fulfill demand. A
disruption or shortage in coal supply due to delays or inadequacies of the railway network may adversely affect
our operations.

Our operations are subject to PRC central, provincial and local environmental protection laws and regulations
We are subject to PRC central, provincial and local environmental protection laws and regulations which
currently impose base-level discharge fees for various polluting substances and graduated schedules of fees for the
discharge of waste substances in excess of applicable standards, require the payment of fines for violation of laws,
regulations or decrees and provide for the possible closure by the central, provincial or local government of any
power plant which fails to comply with orders requiring it to cease or remedy certain activities causing
environmental damage. Although we have implemented a system that is designed to control pollution caused by
our Operating Power Plants, the PRC government may impose new, stricter laws and regulations, which would
require additional expenditure on environmental protection. See “Business — Environmental matters”.

The PRC has been a member of the World Trade Organisation since 11 December 2001. In 2002, the PRC
formally ratified the Kyoto Protocol to the United Nations Framework Convention on Climate Change, which
resulted in the imposition of binding obligations on each signatory state to reduce its greenhouse-gas emissions.
It is expected that the PRC government will continue to implement measures to further reduce the PRC’s
energy-related waste emissions in the near future. While per capita energy use is relatively low, resultant waste
emissions are relatively substantial by international standards due to the PRC’s large population and heavy
dependence on coal as a source of fuel. The PRC government has enacted various energy conservation laws over
the last 15 years, and has embarked on various projects to increase the use of hydro, wind and solar energy in
certain areas. The PRC government has also reduced coal and petroleum subsidies over the years to encourage
the diversification of sources of energy. Although we currently operate one hydropower plant, the majority of our
operations are dependent on coal. Our operations may be adversely affected by any significant changes in
government policy on environmental protection targetting the reduction of waste emissions.
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Risk factors

Our business is subject to operational risks and force majeure

The operation of a power plant is complex and involves many risks, including the breakdown or failure of power
generation equipment, transmission lines or other equipment or processes and performance below expected levels
of output or efficiency, whether due to unexpected wear and tear, misuse, unexpected degradation or the increase
in unplanned or forced outages, natural disasters and changes in government policy. Any of the foregoing could
have an adverse effect on our revenues or increase the cost of operating, maintaining and repairing our power
plants or any other power plant in which we currently hold an interest or may hold an interest in the future,
thereby reducing net income and funds available to us.

In addition, our operations may be adversely affected by insufficient or poor quality fuel resulting either from
inadequate sources of supply or lack of adequate transportation and infrastructure. In addition, events such as
fires, floods, earthquakes or other similar events may result in personal injury, loss of life, severe damage or
destruction of our assets, pollution or environmental damage or suspension of operations. Although we maintain
insurance against certain of these risks in relation to our operations and we expect to maintain or cause to be
maintained insurance against certain of these risks in relation to future operations, in such amounts and including -
such coverage as is typical for power generation companies of equivalent scale in the PRC, the proceeds of such
insurance may not be adequate to cover reduced revenue, increased expenses or other liabilities arising from the
occurrence of any of the events described above. The events described above may also be subject to limitations
in coverage.

Our operations may be adversely affected by Severe Acute Respiratory Syndrome

There was an outbreak of Severe Acute Respiratory Syndrome, or SARS, in the PRC (including the BTT Area,
our service area) in the first half of 2003, which led to a slower than expected growth rate of our power
generation in April and May 2003. Although our operations have not been materially and adversely affected by
SARS (our total power generation for the first half of 2003 increased by 29.9% as compared with the
corresponding period in 2002 despite the impact of SARS), there can be no assurance that our future operations
will not be harmed if SARS reappears. The potential impacts of SARS on our operations include:

> disruptions at the industrial and commercial sectors in the BTT Area which may result in reduced demand
for electricity; and

> disruptions at our production facilities.

We may face increased competition in the course of investing in and developing power projects in the PRC

We may face increased competition in the future in the course of investing in and developing power projects in
the PRC. Certain of our competitors may have relatively greater financial resources and experience than we do
in the development or financing of power plants. During the course of investing in and developing power
projects, our ability to develop or acquire such projects, the projected cost for such project and our profitability
may be adversely affected as a result of competition.

The dilutive effect of certain corporate events may not be fully compensated under the Conditions

The Conditions provide for anti-dilution protection by adjustment of the conversion price of the Bonds in
relation to certain usual corporate events affecting Company Shares (including the creation and issue of any new
class of shares) only to the extent that such corporate events are dilutive by reference both to the class of share
capital in question and the Shares as where, for example, the consideration receivable for a new issue of such
Company Shares is less than both current market price of such Company Shares and is also less than the current
market price of the Shares. There can be no assurance that the dilutive effect of such corporate events will be fully
compensated in all cases by such anti-dilution adjustment protection.
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Risk factors

RISKS RELATING TO THE PRC

We are subject to ongoing reform and policy changes in the PRC which affect economic and political systems
The PRC economy has been a planned economy since 1949. In general, the PRC government is reducing the level
of direct control which it exercises over the economy and there is a gradual shift in emphasis to a “socialist
market economy with Chinese characteristics”.

During the past 20 years, the PRC government has been reforming the economic and political systems of the
PRC, and these reforms are expected to continue. Many of the reforms are unprecedented or experimental and
are expected to be refined or changed. Other political, economic and social factors could also lead to further
readjustments to the reform measures. Qur operations and financial results could be adversely affected by
adjustments in the PRC’s State Plans or political, economic and social conditions or changes in the policies of the
PRC government, such as changes in laws and regulations (or the interpretation thereof), measures which may
be introduced to control inflation, changes in the rate or method of taxation and imposition of additional
restrictions on Currency COnversion.

The PRC economy has experienced significant growth in the past 20 years, but such growth has been uneven
both geographically and among the various sectors of the economy. The PRC government has implemented
various measures from time to time to control inflation and to regulate economic expansion with a view to
preventing overheating of the economy and will continue to impose controls on tariffs charged by independent
power producers, and such measures may adversely affect our operations. See also “Regulation”.

The Renminbi is hot freely convertible into foreign currencies

The Renminbi is currently not a freely convertible currency. Under the existing foreign exchange regulations,
most foreign exchange transactions under the capital account continue to be subject to regulations and require
the prior approval of SAFE. These requirements could affect our ability to obtain foreign exchange through debt
or equity financing, or to obtain foreign exchange for capital expenditures. The PRC government has stated
publicly that it intends to make the Renminbi freely convertible in the future. However, uncertainty exists as to
whether the PRC government may restrict access to foreign currency for current account transactions if foreign
currency becomes scarce in the PRC.

Despite the fact that the issue of the Shares and the Bonds have been approved by the relevant government
agencies, there can be no assurance that shortages in the availability of foreign currency will not restrict our
ability to obtain sufficient foreign currency to make payments of principal or interest on the Bonds in US dollars,
to pay dividends to holders of H Shares in Hong Kong dollars, or to satisfy our other foreign currency
requirements. In addition, there can be no assurance that the special treatment currently afforded to foreign
invested enterprises will continue. See also “Exchange controls in the PRC”.

RISKS RELATING TO THE BONDS AND THE H SHARES

There is currently no public market for the Bonds

Prior to this offering, there was no public market for the Bonds. An application has been made to list the Bonds
on the Luxembourg Stock Exchange. The Company will make an application to list the Bonds on the Official List
of the UK Listing Authority and to trade the Bonds on the London Stock Exchange’s market for listed securities
within three months of the date on which the Bonds are listed on the Luxembourg Stock Exchange pursuant to
the mutual recognition procedures of the UK Listing Authority’s Listing Rules. There can be no assurance that
an active trading market for the Bonds will develop at any time after this offering, or if it does develop, that it
will continue. The H Shares into which the Bonds may be converted are listed and traded on the Hong Kong
Stock Exchange and admitted to the Official List and traded on the London Stock Exchange’s market for listed
securities.

The liquidity and market prices of our H Shares may be volatile

The price and trading volume of our H Shares may be volatile. Factors such as variations in our revenues,
earnings and cash flows, changes in PRC regulations especially those concerning power industry reform, and
announcements of new investments, strategic alliances and/or acquisitions could cause the market price of our
H Shares to change substantially. Any such developments may result in large and sudden changes in the volume
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Risk factors

and price at which our H Shares will trade. We can give no assurance that these developments will not occur in
the future. In addition, shares of other PRC companies listed on the Hong Kong Stock Exchange have
experienced substantial price volatility in the past, and it is possible that the H Shares will be subject to changes
in price that may not be directly related to our financial or business performance.

LEGAL AND OTHER RISKS

The PRC's legal system is still undergoing development and the interpretation and enforcement of PRC laws
involve uncertainty

The PRC’s legal system is based on written statutes under which prior court decisions may not be cited for
reference and 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 the promulgation of laws
and regulations dealing with economic matters such as corporate organisation and governance, foreign
investment, commerce, taxation and trade. Because these laws, regulations and legal requirements are relatively
recent, their interpretation and enforcement involve significant uncertainty. These uncertainties could adversely
affect our business and the interests of investors.

Protections of investors’ rights are less sophisticated than those applicable to companies formed in other
countries or regions

As our business is conducted in the PRC, our operations are governed principally by the laws of the PRC,
including the PRC Company Law and the PRC Securities Law. The Bonds will be issued by us mainly pursuant
to the Notice of Further Strengthening of Administration of Issuance of Foreign Debt (issued by SDPC (now
SDRC) and PBOC on 23 February 2000).

The PRC Company Law, the PRC Securities Law, and rules and regulations promulgated thereunder and the legal
prescriptions relating to PRC companies whose shares are offered overseas provide, to a certain extent, a legal
framework governing the corporate behaviour of companies.

The Articles of Association Mandatory Provisions contain certain provisions which are required to be included
in the articles of association of PRC companies which are listed abroad and are intended to regulate the internal
affairs of such companies. The PRC Company Law, the PRC Securities Law, in general, and provisions for the
protection of investors’ rights and access to information, in particular, are less sophisticated than those applicable
to companies formed in Hong Kong, the United Kingdom, the United States and other developed countries or
regions.

According to a newly-issued judiciary interpretation of the PRC Supreme People’s Court, a shareholder or other
securities holder is entitled to sue in histher own name a corporation and/or other related institutions or personnel
who are responsible for falsehoods or misstatements in disclosure materials in violation of the PRC Securities
Law. However, any such suit may not be accepted by a PRC court unless the corporation and/or other related
institutions or personnel have been investigated and penalty has been imposed by the CSRC for such falsehoods
or misstatements.

The lack of adequate investor protection under the PRC Company Law is compensated for, to a certain extent,
by the introduction of the Articles of Association Mandatory Provisions and certain additional requirements that
are imposed by the Hong Kong Listing Rules, with a view to reducing the scope of differences between Hong
Kong Company Law and the PRC Company Law. The Articles of Association Mandatory Provisions and such
additional requirements must be included in the articles of association of all PRC companies listed in Hong Kong.
The London Stack Exchange also imposes on all listed companies certain additional requirements which are
more extensive than the Articles of Association Mandatory Provisions.

Our Articles of Association incorporate both the Articles of Association Mandatory Provisions and such
additional requirements. Notwithstanding the Articles of Association Mandatory Provisions and certain
requirements imposed by the Hong Kong Stock Exchange and by the London Stock Exchange respectively, there
can be no assurance that investors will have rights for their protection that are similar to those that they may have
in other jurisdictions.
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Although we are obligated to disclose publicly information on a periodic basis pursuant to the London Listing
Rules and the Hong Kong Listing Rules, and we furnish information to the US Securities and Exchange
Commission pursuant to the exemption provided by Rule 12g3-2(b) under the Exchange Act, the investor
protection regulations in the PRC are, in general, less sophisticated than that of the United States, United
Kingdom, Hong Kong and other developed countries, and investors may have less information and access to our
information, and less investor protection, than they do in other jurisdictions. See also “Securities regulations in
the PRC and Hong Kong”.

Accounting standards adopted by us are different from those in the United States, United Kingdom, Hong Kang and
other jurisdictions .
Our consolidated financial statements are prepared in accordance with IFRS, which differ in certain significant
respects from generally accepted accounting principles in the United States, United Kingdom, Hong Kong and
other jurisdictions.

Holders of the Bonds and of Shares may be subject to PRC withholding tax

The rate of withholding tax applicable to interest payments on the Bonds and dividend payment in respect of H
Shares received by foreign individuals not resident in the PRC is currently 20 per cent., and the rate of
withholding tax applicable to interest payments on the Bonds and dividend payment in respect of H Shares
received by foreign enterprises with no permanent establishments in the PRC is currently 10 per cent. In addition,
individuals are taxed at a rate of 20 per cent. for capital gains unless reduced or eliminated by an applicable
double tax treaty. However, foreign holders of H Shares who are not resident in the PRC or which are foreign
enterprises with no permanent establishments in the PRC are currently exempt from PRC withholding tax and
capital gains tax.

We have applied to the relevant PRC authority for an exemption from payment of withholding tax in respect of
interest payments for the Bonds in accordance with the relevant PRC tax regulations and we expect that such an
exemption will be granted in due course. There can be no assurance that such an exemption, if obtained, will not
be revoked or discontinued in the future or that the current rate of withholding tax will not be increased.

If the exemption of withholding tax on interest payments for the Bonds is revoked or discontinued and PRC
withholding tax is payable, we will pay such additional amount of interest as will result in the receipt by the
Bondholders of the net amount after such withholding or deduction equal to the amount which would otherwise
have been receivable by them had no such withholding or deduction been required. However, there can be no
assurance that we will be able to make payments pursuant to the gross-up provision in accordance with PRC law.

Holders of Shares outside the PRC are subject to arbitration procedures in the PRC or Hong Kong if they have a
claim against or dispute with us or our directors

With respect to holders of Shares, our Articles of Association require a shareholder having a claim against or
dispute with the Company, or a Director, a supervisor or a member of our senior management relating to any
rights or obligations conferred or imposed by the Articles of Association, the PRC Company Law or any laws
or administrative regulations and relating to our affairs, to submit the dispute or claim to CIETAC or to the Hong
Kong International Arbitration Centre for arbitration. Unless otherwise provided in the relevant laws and
regulations, any differences or claims shall be resolved in accordance with the laws of the PRC. The Articles of
Association further provide that the arbitrator’s award shall be final and binding on all parties. These arbitration
provisions could limit the ability of holders of our H Shares to pursue legal actions against us in the courts of the
PRC, Hong Kong, the United States or other jurisdictions. See “Arbitration of disputes and enforceability of civil
liabilities™.
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Use of proceeds

The ner proceeds of the offering are estimated to be approximately US$149 million, which we intend to use to
finance our foreign exchange requirements for purchasing essential imported equipment necessary for use in our
power plants and to refinance part of our current foreign exchange borrowings. For a discussion of our
outstanding borrowings, see “Management’s discussion and analysis of financial condition and results of

operations™.
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Capitalisation and indebtedness

The following table sets forth our consolidated capitalisation and indebtedness as of 30 June 2003. The
information as of 30 June 2003 contained in the column headed “Actual” has been extracted from the unaudited
consolidated financial statements as of and for the six-month period ended 30 June 2003. Information contained
in the column headed “As adjusted” has been adjusted to give effect to this offering. This table should be read
in conjunction with our consolidated financial statements as of and for the six-month period ended 30 June 2003,
including the notes thereto, included in this Offering Circular.

As of 30 June 2003®

Actual As adjusted

RMB Us$ RMB Us$
(in millions)

Short-term debt (including current portion of

long-term debt) ..ocovcvrirvienrirc e 2,387.6 288.4 2,387.6 288.4
Long-term debt

Bonds (now being issued) .....cccoeriririrrenienienienienenenine — —_ 1,273.0 153.8

Long-term debt (net of current portion) ....c.coececeveeccnnnene 7,848.9 948.2 7,848.9 948.2
Total long-term debt ....coovevvvieveciieeee e 7,848.9 948.2 9,121.9 1,102.0
Equity:

Share capital™ ... 5,162.8 623.7 5,162.8 623.7

RESEIVES 1rvverrereeriereiirnisirsresnanenteereetecraeseesessanseeseessssessenene 9,381.2 1,133.4 9,381.2 1,133.4
Total EQUITY eovvervrrereerirenieererei et eeb e ssesesbesesssnesreneas 14,544.0 1,757.1 14,544.0 1,757.1
Total capitaliSation .....ccocoverveiveriesienienieee e 22,392.9 2,705.3 23,665.9 2,859.1

(1) As ar the date of this Offering Circular, our total authorised and issued share capital of 5,162,849,000 shares consists of
1,430,669,000 H shares and 3,732,180,000 domestic shares of RMB 1.00 each. Our issued share capital comprises fully paid shares.
(2)  Save as disclosed herein there has been no material change in our capitalisation since 30 June 2003.
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Selected consolidated financial information

The following tables present our summary consolidated financial information as of and for the years ended 31
December 2000, 2001 and 2002, and as of and for the six-month periods ended 30 June 2002 and 2003, which
should be read in conjunction with our consolidated financial statements and the related notes thereto which are
included elsewhere in this Offering Circular. The summary consolidated financial information as of and for each
of the years ended 31 December 2000, 2001 and 2002 has been extracted without adjustment from our audited
consolidated financial statements for those years, and the summary consolidated financial information as of and
for each of the six-month periods ended 30 June 2002 and 2003 has been extracted, without adjustment, from
our unaudited consolidated financial statements for those periods.

OQur consolidated financial statements have been prepared in accordance with IFRS.

Year ended, and as of, 31 December

2000 2001 2002 2002

RMB RMB RMB Us$é

(in thousands, except per share data)

Audited consolidated statements of income
OPperating revenue, NET ..oocuieeeimiiererieiesresonesesrosrossosossons

Operating costs:
Local government surcharges ........ccovnericnvnnniinncennen,
Fuel e
Repair and Maintenance ....o.coiieceenieeceenrcenieessersessnerseses
Depreciation ....ceeovereceerereenetarinesneesersnneesessssensnseeseeresecss
Wages and staff welfare .....ccoccceiveieevcieninriniensnencseenenns
Ohers .ocuviivicicinninir et

Total OPErating CoSts ...cvevriiiinrereneeereeriereresresroricrsesiasenne

OPerating Profit wiecvveveereeseereercerensessesessresesessessesesessesenns
Share of profit of assOCIALES ..evvivrevcvcrerernireerercrrnc i
Interest income

FINANCE COSLS wririiriiiriiiireireeieererieirirraeeees e seeesnsarersereeseernnnsenens

Profit before taxXation ....ooceveeereeeeieeereesnreseisee e seeeereerreens
TAXATION everieeeeee e et e eeeccebie e e e e e s s e e ennssnrseseseessnsnnennes

Profit before MINOrIty INLEIESLS ..vvvvvrererenverereerernereereeereerenns
MiNOTity INTEIESTS .eovvvieriiiiviiiiriiererenren e ers s esssresssstssaesreeas

NEL PLOFIL tevirierierierienerrertrresteereraereessesiesestssrestsseonsessonsessessonss
Proposed dividends ......cccoovverieiniiivonine e
Earnings per share — basic ..occvvvroreeeienieennnenienenenenenens
Proposed dividend per share ......covceecineneneiinenniieccenenn,

Audited consolidated balance sheets
INON-CULTENT ASSELS..cceieurirrrrerreereeiirereereereeeeeeiesiisssssereesessasrasnes
CUITENE ASSETS tevvrrerrerrrrereessrrerronrureesrssieeisosssreerorsassesensseressnanes

TOLAl ASSELS cuviiiviierieiveerereererieree st e e sareessrrebeesarressessnnas

Non-current liabilities
Current LabilIties ...vvviiovieeeeeiecieeeiie i cerresre e s senneens

Total liabilities ...oevvevvivveveriiiiinennes

MINOTity INTEIESLS .uvvviivriiveniieiriirireirere e sresressse e et saesaanes

Shareholders’ equity ..cccocoverirercrnnnre e

5,694,195 6,550,620 8,017,912 968,663
(73,554) (86,749)  (102,012) (12,324)
(1,686,775)  (1,954,115)  (2,556,173)  (308,817)
(194,281) (220,468) (278,085) (33,596)
(904,356)  (1,071,866)  (1,382,613)  (167,037)
(285,887) (364,163) (440,772) (53,251)
(505,840) (755,544) (820,699) (99,151)
(3,650,693}  (4,452,905)  (5,580,354) (674,176)
2,043,502 2,097,715 2,437,558 294,487
— 3,913 5,499 664
171,698 144,507 89,314 10,790
(144,643) (99,974) (522,145) (63,082)
2,070,557 2,146,161 2,010,226 242,859
(695,257) (714,492) (672,156) (81,205)
1,375,300 1,431,669 1,338,070 161,654
— 6,391 66,542 8,039
1,375,300 1,438,060 1,404,612 169,693
516,285 877,684 619,542 74,848
0.27 0.28 0.27 0.03

0.10 0.17 0.12 0.01

15,081,317 17,512,490 21,415,136 2,587,213
4,904,828 5,677,553 5,404,552 652,936

19,986,145 23,190,043 26,819,688 3,240,149

4,627,096  6262,634 8,156,212 985,371
2,025,011 2,545,168 3,376,963 407,979

6,652,107 8,807,802 11,533,175 1,393,350

403,462 529,890 907,234 109,605

12,930,576 13,852,351 14,379,279 1,737,194
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Selected consolidated financial information

Six months ended, and as of, 30 June

2002 2003 2003

RMB RMB
(in thousands, except per share data)

Uss

Unaudited consolidated statements of income

OPEerating reVENUE, NET ..coecrerreereererrerersesieiesresesseseseessessesaesesseeions
OPELALINE COSS tervereercerererseriasiasseriarseriessasiessasessssessnssessessassassersenss

OPErating Profit .uivvorenierienineiiiresee it e arvenrreestesssesmessessesssessenes
Share of Profit Of aSSOCIALES ..uivveevrerrernrrrinereerereeneeeseeeseeeressenes
INTELESt INCOME ..oviiceiieeiiieie e seereertie ettt e st s sbersaeabes s esseoreens
FINATICE COSIS tiiriiiiiiriiiiiicien s ireesieestee s erreesseesaeesbessane s nnesseesvesnns

Profit before taXation ..vicvvioeveeeirriierrie e seeereernreerenrreaneseeseesresrees
TAXALION crvererrierecirieesreeinriesteesteesereestesirnessariessesstesensnecresssersssescsnesans

Profit before MINOrity INTELESTS ..evveerverivererriceerierieesnererisesaassessressens
MINOLILY INEELESES .evvvevviiriirsirenriereeriereeisnreresse oo sierieesseresssessneseson

NEE PIOIT evevriireiieeretiiniere ettt ettt et se s sner e

Earnings per share — Dasic ..ocvivenininnnineneneriene e

Unaudited consolidated balance sheets

INOII-CULTENT @SSEIS .vvrereeiririrerrieiriervreereeeseisisrirresriossnsreeessesssnsesssssas
CUITENT @SSELS 1evureeirererrerrerrenrsereesivressissrersessessessensessrseressesseessesssnsases

TOTAl ASSELS wevvrriiirieirereiretieiieerecretersesserbeeerneesrsraessnbeesasneasnsnaesenns

Non-current Habilities ....coivvevrecereeieereeseesierieressessessisanessescesessasseens
Current LHabilities ...ovvvveieiiieciier e s eee e saesse s snesenen
Total liabilities ...c.ovvirieeieie e
MINOLILY INTETESES 1iiveerereeieiierrerieerrresiereieerirerrtesreeebesstesassenresaees

Shareholders” EQUITY .vovererernireerercreeetreree et rennaes

3,491,543 4,501,679 543,858
(2,473,133)  (3,129463)  (378,078)
1,018,410 1,372,216 165,780
3,718 7,223 873
48,153 24,503 2,960
(236,584)  (233,700) (28,234)
833,697 1,170,242 141,379
(277,565)  (390,427) (47,168)
556,132 779,815 94,211
45,186 4,418 534
601,318 784,233 94,745
0.12 0.15 0.02

19,887,054 22,994,502 2,778,020

5,034,718 5,686,241 686,968
24,921,772 28,680,743 3,464,988
7,078,200 7,878,768 951,853
3,582,769 5,244,989 633,659
10,660,969 13,123,757 1,585,512
684,818 1,013,016 122,385

13,575,985 14,543,970 1,757,091
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Management’s discussion and analysis of financial condition
and results of operations

The following discussion and analysis should be read in conjunction with our annual gudited consolidated
financial statements as of and for the three years ended 31 December 2000, 2001 and 2002 and our unaudited
consolidated financial statements as of and for the six months ended 30 June 2002 and 2003 included elsewhere
in this Offering Circular.

OVERVIEW

We are one of the largest independent power producers in the PRC. As at 15 August 2003, we, together with our
subsidiaries, owned and operated six coal-fired power plants and a hydropower plant. As at 15 August 2003, our
installed capacity and equity capacity amounted to 7,370 MW and 6,588 MW/, respectively. Presently all of our
Operating Power Plants are concentrated in the North China Area. Substantially all of the power generated by
our Operating Power Plants is sold to NCPGC and we derive substantially all our revenue from tariffs charged
to NCPGC. Through our subsidiaries and associates, we are in the process of constructing eight power projects
{comprising five coal-fired power projects in Inner Mongolia, Shanxi, Hebei and Gansu and three hydropower
projects in Yunnan) and developing two greenfield coal-fired power projects in Yunnan and Hebei. Our installed
capacity and equity capacity are expected to increase to 12,639 MW and 2,992 MW, respectively, once these
projects are completed.

Total power generation for 2002 amounted to 32,277,932 MWh, representing an increase of 21.9 per cent. over
2001. Total power generation for the six months ended 30 June 2003 amounted to 18,241,529 MWh,
representing an increase of 29.9 per cent. over the first half of 2002. We believe the growth in power generation
was principally attributable to the expansion of our installed capacity, increased demand for power supply driven
by domestic economic growth and the stable operation of our power generation equipment.

FACTORS AFFECTING RESULTS OF OPERATIONS

Our results of operations and the period-to-period comparability of our financial results are or are expected to
be affected by a number of external factors, including:

> the changes in policy relating to tariffs as a result of the ongoing reform of the power industry;
> our planned acquisitions as part of our expansion strategy;
> the anticipated capital expenditures associated with our greenfield projects;

> government regulations and market conditions affecting the price of coal, railway transportation costs, and
other operating expenses;

> demand for power by end-users.

For these reasons, our financial statements may not be indicative of our future earnings, cash flows or financial
position. See “Risk factors”, “Regulation”, “Industry overview” and “Business”.

Factors affecting tariff determination

Qur tariffs for the years ended 31 December 2000, 2001 and 2002 have been determined at rates that would
allow us to cover our expenses, pay our taxes and achieve a return on our investrnent. These rates comply with
the broad principles established by the Electric Power Law, which states that the tariff received by electricity
producers shall be formulated to provide reasonable compensation for costs, to provide a reasonable return on
investments taking taxes into consideration, to share expenses fairly and to promote the construction of power
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projects. See “Regulation — the Electric Power Law™. The SDPC (the predecessor of SDRC) had in the past
issued, and SDRC may continue to issue, guidelines to assist in the determination of tariffs prior to the official
launch of the “competitive bidding for on-grid tariffs” policy and these guidelines could have a significant impact
on our tariffs. See “Risk factors — Risks relating to the Company and its business” and “Regulation™.

We currently have in place a multi-tiered tariff structure for our coal-fired power plants and these tariffs (except
tor those applicable to Datang Panshan Power and Datang Tuoketuo Power (Phase I)) have been approved by
SDPC (the predecessor of SDRC). For four of our power generating units (Douhe, Gaojing, Xiahuayuan and
Zhangjiakou (Units 1, 3 and 4)), we charged a tariff of RMB 327 per MWh (inclusive of tax) for the three years
ended 31 December 2000, 2001 and 2002. For Zhangjiakou Unit 2 and Zhangjiakou Units 5 to 8, we charged
a tariff of RMB 300.5 per MWh (inclusive of tax) and RMB 317 per MWh (inclusive of tax), respectively. Finally,
our power generating units in Datang Panshan Power and Datang Tuoketuo Power (Phase I) have a tentative
settlement tariff of RMB 262.4 per MWh (inclusive of tax), which is applied on an interim basis pending
approval from SDRC, The power generating units of Datang Huaze Hydropower (Fengning) charge a tariff of
RMB 950.0 per MWh. See “Business — Tariff policy”.

We collect tariffs from NCPGC on a monthly basis based on the amount of power purchased by NCPGC.

Planned acquisitions

We plan to expand our operations by acquiring interests in State-owned power generation assets which may be
available as a result of the ongoing reform of the power industry and by actively pursuing other acquisition
opportunities throughout the PRC which may add value to our existing business.

Capital expenditures associated with greenfield projects

Our results of operations will depend on the changes in our revenue, costs and expenses resulting from increased
capital expenditures associated with our Projects. See “— Liquidity and capital resources — Capital
expenditure”,

Government regulations and market conditions affecting the price of coal, railway transportation costs, and
other operating expenses

Most of our Operating Power Plants and Projects are coal-fired, and our coal needs are supplied to our existing
plants primarily by rail. As such any factors affecting the price of coal and railway transportation costs could
affect our results of operations.

Demand for power by end-users

Increase in demand for power will depend in part on the growth of the PRC economy and the principal drivers
for such economic growth. We believe that industrial, commercial, and residential end-users will continue to be
our primary end-users in the power consumption market and our results of operations will depend primarily on
the growth in electricity demand of these sectors.

RESULTS OF OPERATIONS

Six months ended 30 June 2003 compared to six months ended 30 June 2002

Operating revenue. For the six months ended 30 June 2003, net operating revenues increased 28.9 per cent. to
RMB 4,501.7 million as compared with RMB 3,491.5 million for the corresponding period in 2002, principally
due to increased power generation revenues. Qur gross power generation for the six months ended 30 June 2003
increased by 29.9 per cent. as compared with the corresponding period in 2002 primarily due to: (i) the
continuous increase in power consumption in the BTT Area despite the impact of SARS; (ii) the continuous
expansion of the Company’s generation capacity as a result of the commencement of commercial operations of
Datang Panshan Power Unit 2 in July 2002; and (iii) the effective engineering and safety management of existing
units which enabled them to operate at high operating levels throughout the first half of 2003.

Operating costs. Total operating costs for the six months ended 30 June 2003 increased 26.5 per cent. to RMB
3,129.5 million (being 69.5 per cent. of operating revenue) as compared with RMB 2,473.1 million (being 70.8
per cent. of operating revenue) for the corresponding period in 2002. The increase in operating costs was
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principally due to increased coal prices and increased power generation capacity resulting in increased fuel costs,
increased depreciation, increased labour and other expenses. As a result of the cost controlling measures
implemented by us, unit cost for power generation decreased 3.5 per cent. to RMB 182.18 per MWh for the six
months ended 30 June 2003 from RMB 188.85 per MWh for the corresponding period in 2002.

Operating profit. As a result of the foregoing factors, operating profit for the six months ended 30 June 2003
increased 34.7 per cent. to RMB 1,372.2 million as compared with the RMB 1,018.4 million for the
corresponding period in 2002,

Interest Income. Interest income for the six months ended 30 June 2003 decreased 49.2 per cent. to RMB 24.5
million as compared with RMB 48.2 million for the corresponding period in 2002, principally due to a decrease
in our time deposits.

Finance Costs. Finance costs for the six months ended 30 June 2003 amounted to RMB 233.7 million, which
remained stable as compared with the finance costs for the corresponding period in 2002 (RMB 236.6 million).

Profit before taxation. Profit before taxation for the six months ended 30 June 2003 increased 40.4 per cent. to
RMB 1,170.2 million as compared with RMB 833.7 million for the corresponding period in 2002, principally
because of increased power generation revenues and reduced unit cost for power generation.

Taxation. Taxes for the six months ended 30 June 2003 increased 40.6 per cent. to RMB 390.4 million (an
effective tax rate of 33.4 per cent.) from RMB 277.6 million (an effective tax rate of 33.3 per cent.) for the
corresponding period in 2002, principally due to the increase in profit before taxation.

Net profit. As a result of the factors above, net profit for the six months ended 30 June 2003 increased 30.4 per
cent. to RMB 784.2 million from RMB 601.3 million for the corresponding period in 2002.

Year ended 31 December 2002 compared to year ended 31 December 2001

Operating revenue. Net operating revenues increased 22.4 per cent. to RMB 8,017.9 million in 2002 from RMB
6,550.6 million in 2001, principally due to increased power generation revenues. Qur gross power generation
increased by 21.9 per cent in 2002 primarily due to: (i) the continuous increase in power consumption in the BTT
Area as a result of domestic economic growth; (ii) the continuous expansion of the Company’s generation
capacity as a result of the commencement of commercial operations of several new plants, namely Datang
Panshan Power Units 1 and 2 and Datang Huaze Hydropower Units 1 and 2, and the fact that 2002 was the first
full year of commercial operations for Datang Zhangjiakou Power Unit 8; and (iii) the effective engineering and
safety management of existing units which enabled them to operate at high operating levels throughout the year.

Operating costs. Total operating costs increased 25.3 per cent. to RMB 5,580.3 million (being 69.6 per cent. of
operating revenue) in 2002 from RMB 4,452.9 million (being 68.0 per cent. of operating revenue) in 2001. Unit
cost for power generation also increased by RMB 5.58 per MWh to RMB 183.18 per MWh in 2002. The
increase in operating costs was principally due to increased coal prices and increased power generation capacity
resulting in increased fuel costs, increased depreciation and increased labour and other expenses. See “Other
operating costs” below.

Local government surcharges increased 17.6 per cent. to RMB 102.0 million in 2002 from RMB 86.7 million in
2001 as a result of increased operating revenue.

Fuel costs, consisting principally of the costs of coal and railway transportation, increased 30.8 per cent. to RMB
2,556.2 million in 2002 from RMB 1,954.1 million in 2001 as a result of increased power generation and higher
coal prices. Due to increased power generation, the amount of coal we purchased in 2002 increased to 14.7
million tonnes, compared to 11.8 million tonnes in 2001. The average price we paid for coal in 2002 was RMB
170.41 per tonne, compared to RMB 163.7 per tonne in 2001, Measures to reduce energy consumption were
upheld despite adverse conditions resulting from the continuous rise in fuel prices. As a result, the rise in unit fuel
cost due to the continuous rise in coal prices was effectively controlled and was only increased 5.93% from RMB
80.76 per MWh in 2001 to RMB 85.55 per MWh in 2002.

Repair and maintenance costs increased 26.1 per cent. to RMB 278.1 million in 2002 from RMB 220.5 million
in 2001 as a result of the overall increase in number of power generating units.
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Depreciation increased 29.0 per cent. to RMB 1,382.6 million in 2002 from RMB 1,071.9 million in 2001,
principally because of the overall increase in number of power generating units.

Labour expenses increased 21.0 per cent. to RMB 440.8 million in 2002 from RMB 364.2 million in 2001 as a
result of increased compensation for our employees in response to their increased productivity during the year.

Other operating costs, which include ash disposal fees, water charges, material costs, dispatch and management
fees paid to NCPGC and waste discharge fees, increased 8.6 per cent. to RMB 820.6 million in 2002 from RMB
755.5 million in 2001, principally due to increased power generation.

Operating profit. As a result of the foregoing factors, operating profit increased 16.2 per cent. to RMB 2,437.6
million in 2002 from RMB 2,097.7 million in 2001.

Interest Income. Interest income decreased 38.2 per cent. to RMB 89.3 million in 2002 from RMB 144.5 million
in 2001, principally due to the decrease in our bank deposits and the decrease in interest rates on our time
deposits.

Finance Costs. Finance costs increased 422.6 per cent. to RMB 522.1 million in 2002 from RMB 99.9 million
in 2001, principally due to the following factors: (i) there was a loss in fair value of RMB240.2 million on an
interest rate swap entered into by our subsidiary Datang Tuoketuo Power for the purpose of hedging against its
interest rates risk in connection with its long term loans. The loss in fair value was recorded as a finance cost
because the swap did not qualify as an effective hedge under IAS 39 (See “Notes to the Consolidated Financial
Statements of Beijing Datang Power Generation Company Limited and its subsidiaries for the years ended 31
December 2000, 2001 and 2002 — Note 20(a)”); and (ii) at the same time, our total interest expenses increased
by 184.2 per cent. to RMB 282.5 million in 2002 from RMB 99.4 million in 2001. The increase in interest
expenses was principally attributable to the categorisation of interest expenses incurred on long- and short-term
loans for the construction of Units 1 and 2 of Datang Panshan Power as finance costs after their commencement
of operations in 2002, whereas such interest expenses were capitalised prior to their commencement of
operations.

Profit before taxation. Profit before taxation decreased 6.3 per cent. to RMB 2,010.3 million in 2002 from RMB
2,146.2 million in 2001, principally because of the increase in operating costs and finance costs.

Taxation. Taxes decreased 5.9 per cent. to RMB 672.2 million (an effective tax rate of 33.4 per cent.) in 2002
from RMB 714.5 million {an effective tax rate of 33.3 per cent.) in 2001, principally due to the decrease in profit
before taxation.

Net profit. As a result of the factors above, net profit slightly decreased 2.3 per cent. to RMB 1,404.6 million in
2002 from RMB 1,438.1 million in 2001. Net profit, excluding the impact of the interest rate swap, however,
increased by 4.39%.

Year ended 31 December 2001 compared to year ended 31 December 2000

Operating revenue. Net operating revenues increased 15.0 per cent. to RMB 6,550.6 million in 2001 from RMB
5,694.2 million in 2000, principally due to increased power generation revenues. 2001 was the first full year of
commercial operations for Zhangjiakou Units 2 and 7 and at the same time, there was an increase in demand for
power in the BTT Area as a result of domestic economic growth. These factors contributed significantly to the
increase in our gross power generation (which increased by 18.6 per cent. in 2001) and the resulting increase in
operating revenue in 2001.

Operating costs. Total operating costs increased 22.0 per cent. to RMB 4,452.9 million (being 68.0 per cent. of
operating revenue) in 2001 from RMB 3,650.7 million (being 64.1 per cent. of revenue) in 2000. The increase
in operating costs was principally due to increased power generation and power generation capacity resulting in
increased fuel costs, increased depreciation and increased labour and other expenses. See “— Other operating
costs”, below.

Local government surcharges increased 17.9 per cent. to RMB 86.8 million in 2001 from RMB 73.6 million in
2000 as a result of increased operating revenue.
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Fuel costs, consisting principally of the costs of coal and railway transportation, increased 15.8 per cent. to RMB
1,954.1 million in 2001 from RMB 1,686.7 million in 2000 as a result of increased power generation. The
volume of coal we purchased in 2001 increased to 11.83 million tonnes in 2001, compared to 10.63 million
tonnes in 2000, due to increased power generation. The price we paid for coal in 2001 was RMB 163.7 per
tonne, compared to RMB 161.4 per tonne in 2000. To mitigate the rise in the cost of coal in 2001, we have
adopted various cost control measures which increased our coal consumption efficiency, resulting in a reduction
of our unit fuel cost by RMB 0.88 per MWh compared to 2000 to RMB 80.76 per MWh,

Repair and maintenance costs increased 13.5 per cent. to RMB 220.5 million in 2001 from RMB 194.3 million
in 2000 as a result of overall increase in number of power generating units and general maintenance work
undertaken on new operating units.

Labour expenses increased 27.4 per cent. to RMB 364.2 million in 2001 from RMB 285.9 million in 2000 as a
result of increased compensation for our employees in response to their increased productivity during the year as
well as a general inflation of costs associated with salary and benefits in the North China Area.

Depreciation increased 18.5 per cent. to RMB 1,071.9 million in. 2001 from RMB 904.4 million in 2000
principally because 2001 was the first full year of commercial operations for Zhangjiakou Units 2 and 7.

Other operating costs, which include waste discharge fees, ash disposal fees and other operating costs, increased
49.4 per cent. to RMB 755.5 million in 2001 from RMB 505.8 million in 2000, principally due to increased
power generation, increased waste discharge fees and pre-operating expenses incurred for the subsidiaries.

Operating profit. As a result of the foregoing factors, operating profit increased 2.7 per cent. to RMB 2,097.7
million in 2001 from RMB 2,043.5 million in 2000.

Interest Income. Interest income decreased 15.8 per cent. to RMB 144.5 million in 2001 from RMB 171.7
million in 2000 principally due to the decrease in interest rates on our bank deposits.

Finance Costs. Finance costs decreased 30.9 per cent. to RMB 99.9 million in 2001 from RMB 144.6 million in
2000 principally due to the increase in the capitalisation of interests on the financing for our property, plant and
equipment. Interests capitalised amounted to RMB 251.9 million in 2001 compared to RMB 138.1 million in
2000. For the same reason, our total interest expenses decreased by 28.8%.

Profit before taxation. Profit before taxation increased 3.7 per cent. to RMB 2,146.2 million in 2001 from RMB
2,070.6 million in 2000, principally because of the increase in operating profit.

Taxation. Taxes increased 2.8 per cent. to RMB 714.5 million (an effective tax rate of 33.3 per cent.) in 2001
from RMB 695.3 million {an effective tax rate of 33.6 per cent.) in 2000, principally due to the increase in profit
before taxation.

Net profit. As a result of the factors above, net profit increased 4.6 per cent. to RMB 1,438.1 million in 2001
from RMB 1,375.3 million in 2000.

LIQUIDITY AND CAPITAL RESOURCES

Indebtedness and contingent liabilities

As of 30 June 2003, we had outstanding consolidated indebtedness of approximately RMB 10,236.6 million,
comprising long term loans (including current portion due within one year) of RMB 8,456.1 million and short
term loans of RMB 1,780.5 million. As of 30 June 2003, the weighted average interest rate on our indebtedness
was 5.42 per cent. per annum. All of our borrowings were unsecured. As of 30 June 2003, NCPGC and our other
minority shareholders guaranteed RMB 4,972.5 million of our total borrowings. We expect that the guarantees
given by NCGPC will be assumed by CDT in future.

We believe that our existing banking facilities and credit lines together with internally generated cash and the
proceeds of the issue of the Bonds, are sufficient to fund our anticipated working capital and capital expenditure
requirements for 2003.

Of our total indebtedness as of 30 June 2003, approximately 76.5 per cent. was denominated in RMB and 23.5
per cent. was denominated in US dollars.

30




Management’s discussion and analysis of financial condition and results of operations

The following table shows our total consolidated combined contractual obligations (excluding capital
commitments) as of 30 June 2003 according to payments due for the periods indicated below:

Payments due by period

Less than Over
Total 1 year 1-2 years 2-5 years 5 years
In RMB (millions)
Short-term debt.....ccvvverereririrerereer e 1,780.5 1,780.5 — — —
Long-term debt (including current portion

due within one Vear) ..covcereeeneeneniscreceieee e 8,456.1 607.1 1,051.2 4,050.7 2,747.1

Operating [€ases ....vcveveeererinniernrrresresiereseseseeveessenes 107.1 12.1 10.9 22.8 61.3
Total consolidated contractual cash obligations

(excluding capital commitments) ........cccceveererrerrirvrennes 10,343.7 2,399.7 1,062.1 4,073.5 2,808.4

Our capital commitments principally relate to expenditures on our Projects. As of 30 June 2003, we have capital
commitments of RMB 6,382.5 million which had been authorised and contracted for. Based on our experience,
we believe that our actual expenditures on our Projects will on average likely be less than our contracted capital
commitments as a result of the measures implemented by us in controlling our project development costs. As of
30 June 2003, we also have capital commitments of RMB 4,020.0 million which had been authorised but not
yet contracted for. See “Notes to the Unaudited Consolidated Financial Statements of Beijing Datang Power
Generation Company Limited and its subsidiaries for the six months ended 30 June 2002 and 2003 — Note
10(a)”. We are unable, at present, to ascertain the payment due dates with respect to each of such capital
commitments until after the commencement of work on such Projects.

Capital expenditure

Our principal requirements for capital are in relation to purchases of equipment and materials for, and the
construction of, new power plants, potential acquisitions of power assets, and the upgrading of facilities at our
existing plants. We expect that such purchases and expansion will continue to be the principal use of capiral for
the foreseeable future. We expect to finance our current and future greenfield projects, and potential acquisitions
of power generation assets, through:

> bank loan facilities;
> internally generated funds;
> the net proceeds from the Offering; and

> future debt and equity financings.

We are required to obtain regulatory approval in connection with all foreign currency debt financing. We have
agreed that we will not issue, offer, sell, contract to sell or otherwise dispose of any interest in any H Shares
(excluding any H Shares to be issued upon conversion of the Bonds) or securities of the same class as the Bonds
or the H Shares without the prior written consent of the Lead Manager on behalf of the Managers between the
date of this Offering Circular and the date which is 180 days after the Closing Date. See “Subscription and sale”.

We, as well as our joint venture partners, typically provide a capital contribution of approximately 20 to 25 per
cent. of the total cost of each greenfield project. The balance of the total cost of the greenfield project is typically
financed by debt. Each of BIPDIC, HCIC and TJIC have agreed to grant us the right of first refusal to develop,
construct and operate current and future greenfield projects in the BTT Area. CDT has also granted us a

preferential right to develop and acquire power projects in the areas in which CDT has operations. See “Principal
Shareholders™.

Our estimated capital expenditures for the years 2003, 2004 and 2005 (assuming that all necessary approvals
and consents are obtained and assuming that both equipment and financing will be obtainable on a timely basis
and that construction proceeds on a schedule typical of other power plants of the same size and technology) are
RMB 4,634 million, RMB 5,473 million and RMB 3,214 million, respectively.
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Our capital expenditure includes expenditures on the construction of power plants, acquisition of subsidiaries,
acquisition of power generating units (if any for that year), and additions to property, plant and equipment. Net
cash used in capital expenditure for the year ended 31 December 2002 totalled RMB 5,044.7 million and were
made primarily in connection with development costs associated with Datang Shentou Power, Datang Pingwang
Power and Datang Tuoketuo Power and the technological upgrade of Datang Tangshan Power. Net cash used in
capital expenditure for the year ended 31 December 2001 totalled RMB 3,053.0 million and were made
primarily in connection with the construction of Zhangjiakou Unit 8, Datang Tuoketuo Power and Datang
Panshan Power, and the injection of equity for project development by subsidiaries such as Datang Honghe
Power, Datang Liancheng Power, Datang Pingwang Power and Datang Shentou Power and technological and
environmental upgrade projects at our Operating Power Plants. Net cash used in capital expenditure for the year
ended 31 December 2000 totalled RMB 3,730.0 million and were made primarily in connection with
construction of Zhangjiakou Units 7 and 8, Datang Tuoketuo Power and Datang Panshan Power, the acquisition
of equity interest in Datang Huaze Hydropower, the acquisition of Zhangjiakou Unit 2, investment in an
associate and technological and environmental upgrade projects at our Operating Power Plants.

Liquidity

Our principal source of liquidity for the years ended 31 December 2000, 2001 and 2002 was net cash provided
by operating activities and debt financing. Our cash has principally been used for operations and investing in
property, plants and equipment.

Net cash provided by operating activities increased 12.4 per cent. to RMB 2,169.7 million in 2002 from RMB
1,929.7 million in 2001, primarily due to an increase in cash generated from operations, which was partially
offset by an increase in dividend payments during the year.

Net cash used in investing activities only decreased 4.3 per cent. to RMB 3,241.0 million in 2002 from RMB
3,387.8 million in 2001, notwithstanding a substantial decrease in short-term bank deposits over three months
and an increase in proceeds from disposal of investments as we increased our capital expenditure.

Net cash provided by financing activities increased 41.0 per cent. to RMB 2,148.2 million in 2002 from RMB
1,523.3 million in 2001, primarily due to an increase in long- and short-term loans incurred by us to finance our
capital expenditure.

QUALITATIVE AND QUANTITATIVE DISCLOSURE ABOUT MARKET RISK
We are exposed to market risk from changes in interest rates, foreign currency exchange rates and fuel prices.

Our exposure to financial markert risks derives primarily from changes in interest rates and exposure to foreign
currency exchange fluctuations, particularly as all of our revenues and expenditures are denominated in RMB.
The Ministry of Finance has borrowed from the International Bank for Reconstruction and Development certain
US dollar denominated loans which were on-lent to our subsidiary, Inner Mongolia Datang Tuoketuo Power
Generation Company Limited, for the construction of Phase I of Datang Tuoketuo Power. See “Notes to the
Financial Statements of Beijing Datang Power Generation Company Limited and its subsidiaries for the years
ended 31 December 2000, 2001 and 2002 — Note 15(c)”. These loans, which total approximately U$$252
million, have a floating interest rate of LIBOR for each interest period plus 0.5 per cent. As at 31 December 2002,
we had drawn down approximately RMB 1,773.8 million of these loans. See “Notes to the Financial Statements
of Beijing Datang Power Generation Company Limited and its subsidiaries for the years ended 31 December
2000, 2001 and 2002 — Note 15(c)”. )

We are generally not exposed to any short-term fluctuations in coal prices as we have entered into one-year coal
supply contracts with the majority of our coal suppliers. For the year ended 31 December 2002, our total fuel
costs were RMB 2,556.2 million, of which approximately 98.9 per cent. was in respect of purchases of coal. For
the year ended 31 December 2001, our total fuel costs were RMB 1,954.1 million, 98.8 per cent. of which were
in respect of purchases of coal.
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We own, operate and develop power plants in the region served by the BTT Power Grid, called the BTT Area,
and other regions in the PRC. The BTT Power Grid is the portion of the North China Power Network that
services Beifing, Tianjin and northern Hebei province. The following sections describe the economy of the PRC
and the region served by our power plants as well as the power industry in the PRC and the BTT Power Grid.
Some of the statistics set out in this section have been extracted from various international organisation,
government and private publications. We, together with our Directors and the Managers, make no representation
as to the accuracy of such information. Furthermore, no representation is made that any correlation exists
between the PRC, its economy in general or its power industry and our performance. Although statistics with
respect to the economy of the PRC and its power industry generally accord with observed economic trends, some
statistics may not correspond to measures in developed countries. Due to such factors, statistical information
regarding the economy of the PRC and its power industry may be inaccurate or not comparable to statistical
information with respect to other developed economies or their electric power industries.

THE PRC POWER MARKET

National

For the year 2002, the PRC’s power industry ranked second in the world for both annual electricity generation
and installed electricity generating capacity of approximately 1,654.2 billion KWh and 356,570 MW,
respectively. However, the PRC’s total net electricity consumption rate in 2002 is low compared with its
population of over 1.3 billion, resulting in low per capita electricity consumption figures. The installed capacity
of the PRC’s power plants is still insufficient to meet current and expected future demand for electricity.

The following table illustrates this situation on a comparative basis indicating, with respect to the PRC, that
while its economic growth rate for 2001 was among the highest of the countries mentioned, it was considerably
below the average per capita electricity consumption.

As at 1 January 2001 As at and for year ended 31 December 2001
Per capita

Installed electricity Per capita GDP growth

capacity generation GDP rate

(MW) (kWh) (US$) (%)

Australia oo 42,732 10,172 23,256 0.82
Canada c.covevveerenen e 111,128 18,221 23,106 0.48
France..oivvcoieninie e venneenennes 111,330 8,788 30,619 1.27
GErMANY cc.vveere e e e enes 113,693 6,615 32,806 0.34
Hong Kong...coocoveveeviveviverecenne, 11,568 4,536 24,499 (0.63)
Italy .o 68,540 4,467 21,149 1.44
Japan....coii 234,533 8,142 44,381 (0.25)
PRC .t 318,317 1,105 867 6.07
SINGAPOTE .ovirivinrinriricnrenrcenerrennriens 6,730 7,380 27,125 (4.65)
South Korea....oooveveeevveeneninnenonenn 52,085 6,140 13,503 2.88
United Kingdom ....cccoovveveireninnenee. 76,304 6,062 22,421 1.88
United States.....oocvveemeereeriemerinreninens 812,667 13,098 31,832 (0.65)

Source: Economist Intelligence Unit, Department of Energy, USA, 2002

Overall, the growth in the PRC economy has led to a significant increase in demand for electricity over the past
two decades. Industrial growth in particular has fueled demand for electricity supply.
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Regional

All of our Operating Power Plants are connected to the BTT Power Grid, part of the North China Power
Network. The region served by the North China Power Network has benefitted from the rapid economic
development and improved living standards created by the economic reform programme.

The following table sets forth certain aggregate economic indicators for the municipalities of Beijing and Tianjin
and Hebei province (only the northern portion of which is served by the BTT Power Grid) from 1998 to 2002:

Percentage

change

1998 1999 2000 2001 2002 (1998-2002)

GDP (Billion RMB) ............. 761 819 921 1,022 1,123 47.6%
Per capita GDPV

(RMB/person) .....cccveeeeerens 8,697 9,310 10,255 11,225 12,253 40.9%

Source: PRC State Statistics Bureau

Note:

(1)  Population weighted average.

DEVELOPMENTS IN THE POWER INDUSTRY OF THE PRC

Due to the rapid expansion of the PRC economy, the development of the country’s power industry has been
unable to keep pace with the demand for electricity by relying solely on the central government for investment
in the construction of power plants. The central government, local governments, large enterprises and foreign
investors have therefore invested, since the 1980s, in the development of power plants in order to meet the
growing demand for electricity in the PRC.

Total power generation in the PRC increased by 20.9 per cent. between 2000 and 2002. From 2000 to 2002,
installed capacity increased by approximately 37,249 MW, representing an annual average increase of
approximately 18,625 MW.

The following table indicates the growth in installed capacity, electricity generation, electricity consumption and
GDP in the PRC for the years 1992 to 2002.

Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Installed capacity (MW). 166,532 182,911 199,897 217,224 236,542 254,238 277,289 298,768 319,321 338,612 356,570

Increase in capacity over
previous year (per

151100 VU 9.9 9.8 9.3 8.7 8.9 7.5 9.1 7.7 6.9 6.0 53
Electricity generation
{million MWh)........... 754.2 836.4 9279 1,006.9 1,079.84 1,134.2 1,157.7 1,233.1 1,368.5 1,537.4 1,654.2

Increase in generation
over the previous year

(per cent.) cvvvicerians 11.3 10.9 10.9 8.5 7.2 51 2.1 6.5 11.0 12.3 7.6
Electricity consumption
(TWh) corerereerrereerereene 745.5  820.1 9047 988.6 1,057.0 1,103.9 1,134.7 12092 1,346.6 1,398.3 1,4494

Per capita electricity
consumption (kWh) ..  638.7 6450 7586 8206 869.0 8992 9158  967.0 1,067.2 1,095.6 1,128.3

GDP (RMB billion) ....... 2,394 3,138 4,380 5,773 6,780 7477 7,955 8205 8940 9,593 10,240

Sources:  PRC State Statistics Bureau; Economist Intelligence Unit.
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From 1998-1999, the PRC’s power industry experienced a relative oversupply problem, due in part to a relative
slowdown in domestic economic growth and impact of structural changes in the economy which resulted in a
reduction in electricity demand. Despite the 1998-1999 period of oversupply, many areas of the PRC continue
to suffer from significant power shortages. Demand for electricity for industrial use is the principal factor in the
continued increase in demand for power.

Recent regulatory changes introduced by the PRC government are expected to have wide-ranging effects on the
PRC power market, both on a national and regional level. See “Regulation — Recent developments”.

PEAK AND SEASONAL DEMANDS

The demand for electric power experiences fairly predictable daily and other seasonal cycles. The peak periods
of power use in the PRC are in the early morning and evening when industrial, commercial and residential use
is highest. This “evening peak period” is especially evident in cities and regions which are experiencing rapid
economic growth. Because the PRC had a significant shortage of electricity generating capacity in the past, the
dispatch centres restricted the access to electricity of certain users during peak periods of demand. Generally, all
available power plants operate at full capacity during peak periods, subject to grid-wide safety reserve margins
and other requirements.

INVESTMENT IN THE POWER INDUSTRY

Prior to 1983, virtually all investments in China’s electric power industry were financed by the PRC government.
Beginning in 1985, the PRC government began to implement a policy of using a variety of financing methods to
develop the electric power industry. Such financing methods include:

> allowing local governments to participate in the development and ownership of power plants in their areas;

> lending funds to local and provincial power generation companies for the development and construction of
such projects; and

>  permitting foreign investment and participation in the development and operation of power plants in
China.

Since 19835, the PRC government has had a policy of encouraging utilisation of foreign capital to develop China’s
power industry. The PRC government launched a program soliciting bids to build, operate and transfer
concession rights in 1995 to attract foreign investment in infrastructure projects. Hong Kong investment
companies and developers were the first foreign companies to invest in the industry. By the mid-1990s, developers
and investors from other countries began pursuing investment opportunities in various power projects in China.
As a result of the PRC’s World Trade Organisation (WTO) accession on 11 December 2001, the PRC’s economy
is expected to gain further momentum, which is expected to trigger increased demand for power. As a result,
foreign investments in the electricity and power industry are expected to increase.

RESOURCES

Overview

The PRC’s main energy resources for power generation, coal and hydropower, are not evenly dispersed
geographically. The majority of the PRC’s coal reserves are located in the northern provinces, and the majority
of the PRC’s hydropower resources are located in the western part of the country. Because the PRC’s
economically developed regions are principally found in the eastern and southern coastal areas, the State Power
Corporation had developed plans to expand the interconnected power networks by installing high voltage
transmission lines to facilitate the transmission of power from the west to the east. The overall “West-East Power
Transmission” projects are among the four key strategic infrastructure investment schemes listed in the State’s
Tenth Five-year Plan. The PRC is also considering expanding energy production through renewable energy
sources such as wind and solar to the rural parts of the country that have limited access to the national electricity
grid.
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Coal industry ' . .
According to PRC industry statistics, the PRC was the world’s largest producer of raw coal in 2002, with an

output of approximately 1.4 billion tonnes. Coal is used in the PRC not iny for the ge,neration of electricity aniii
other industrial applications but is also widely used for heating. A majority of the.PRC s coal reserves are locatg
in the northern region of the PRC, with a large portion in Shanxi province, Hebei province and Inner Mongolia,
where our power plants and greenfield projects are primarily located.

To the extent that electric power plants are not located in close proximity to coal mines, the coal used in the PRC
power industry must be transported from inland coal mines by rail to power plants located in inland provinces
or to the coast for forwarding to power plants in other coastal areas. Railway transportation capacity is generally
insufficient to satisfy industrial and commercial transportation needs. As a result, railway transportation is
allocated by the PRC government at set prices.

The PRC’s coal industry has experienced environmental and safety problems in recent years and the PRC
government has begun implementing certain reforms, including closing down small coal mines. This initiative has
had an impact on coal supply and coal price. The PRC’s coal demand is projected to rise due to domestic
economic growth which has contributed to continued increase in coal prices in the PRC in recent years.

Environmental initiatives
The PRC government has pursued a policy of encouraging the use of clean sources of energy. While coal
continues to be used as a primary fuel source, other types of energy are also being actively developed and utilised.

The percentage of electric power from thermal power, which consists predominantly of coal-fired generation, is
approximately 80.0 per cent. in 2002, However, the PRC is also increasing its utilisation of other power
generation means, such as hydropower and nuclear power. For example, the PRC is currently constructing the
Three Gorges Dam project, the world’s largest, in terms of capacity, hydropower plant which is expected to be
completed in 2010. Nevertheless, it is expected that the PRC will continue to rely on coal as the primary fuel
source for electricity generation for the foreseeable future.

The PRC government now emphasises the construction of larger and more efficient generating units of 300 MW
or above and the refurbishment or upgrading of older plants. To the extent possible, new thermal generating
plants will be constructed near coal mines to minimise transportation bottlenecks and expenses and urban
pollution.

TRANSMISSION AND DISPATCH

All electricity produced in China is dispatched by grid operators, except for that generated by units not connected
to a grid. The grids and the electric power dispatch to each grid are administered by dispatch centres operated
by the respective grid operators.

In order to achieve a more efficient and rational dispatch of electricity, the State Council issued, with effect from
November 1993, the Regulations on the Administration of Electric Power Dispatch to Networks and Grids. The
dispatch regulations are the first nationwide regulations in China governing the dispatch of electricity. Under
these regulations, dispatch centres were established at each of the five levels: national, regional, provincial,
municipal and county. Pursuant to the principles of unified dispatch set forth in the dispatch regulations, dispatch
centres at lower levels are required to comply with dispatch instructions of higher level dispatch centres.

Dispatch centres are charged with setting production levels for the various power plants connected to the grid.
To determine production levels, each power plant receives on a daily basis from its local dispatch centre an

expected hour-by-hour output schedule for the following day, based on expected demand, the weather and other
factors. Dispatch centres must dispatch electricity according to, among other things:

> power supply agreements entered into between a grid operator and certain large or primary electricity
customers;

> agreements entered into between a dispatch centre and each power plant;
> interconnection agreements between grid operators; and

> the actual conditions of the grid, including equipment capabilities and reserve capacities.
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OVERVIEW

Power generating companies in the PRC are subject to comprehensive regulation in numerous aspects of their
operations, including the development of power plants, the generation and dispatch of power and the setting and
adjustment of tariffs.

SDRC (which has replaced SDPC since March 2003) has the primary responsibility for formulating
comprehensive annual State Plans, and for drafting and proposing to the State Council the various five-year plans
for the PRC economy. Power projects planned by us must be approved by SDRC or relevant local government
authorities, and projects of larger scale will require State Council approval.

As part of the reform of the electric power industry, a new industry regulator, CERC has been established under
the State Council since December 2002. The main responsibilities of the China Electricity Regulatory
Commission include:

> promulgating operating rules for the electric power industry, supervising the operation of the electric power
industry and safeguarding fair competition;

> advising price bureaus on tariff adjustments;

>  monitoring the quality and standard of production by electric power enterprises and issuing and
administering electric power business permits; and

> handling electric power market disputes.

THE ELECTRIC POWER LAW

On 28 December 1995, the Electric Power Law was adopted by the Standing Committee of the Eighth National
People’s Congress of the People’s Republic of China and became effective on 1 April 1996. One of the stated
purposes of the Electric Power Law is to protect legitimate interests of investors, operators and consumers. The
law states that the State encourages and guides and oversees economic organisations and persons to, according
to the law, invest in the development of electric power sources and to establish electric power production
enterprises and announces the principle that those who invest in the electric power industry should benefit from
their investment. The Electric Power Law provides a framework under which the PRC government regulates the
electric power industry.

TARIFF DETERMINATION

In the past, electricity tariffs were generally set under the State Plan and most electricity has traditionally been
purchased from power plants at State Plan rates. Tariffs for independent power plants, however, are generally
negotiated between such power plants and the relevant local grid operators and are also subject to governmental
approval.

In the effort to standardise and formalise electricity tariff determination, the Electric Power Law established
broad principles with respect to calculating and setting tariffs. The law states that the tariff received by electricity
producers shall be formulated to provide reasonable compensation for costs (including taxes) as well as a
reasonable profit, to share expenses fairly and to promote the construction of electric power projects. The
Company believes that this principle is reflected in its current tariff determination process. See “Management’s
discussion and analysis of financial condition and results of operation — Factors affecting results of operations™.
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The Electric Power Law further provides that a uniform tariff shall be paid to all electricity producers for
electricity of the same quality provided to a single grid, but empowers the State Council to formulate specific
measures if, due to “special circumstances”, an electricity producer needs to charge a different tariff. Currently
it is not uncommon to have different tariffs paid to different electricity producers for electricity of the same
quality provided to the same grid. To date, no regulations have yet been implemented that establish a procedure
to obtain an explicit approval of a tariff on the basis of “special circumstances”.

On 23 April 2001, SDPC (now SDRC) released the No. 701 Document containing guidelines for tariff reform,
further elaborating on the Electric Power Law’s approach to calculating tariffs. The No. 701 Document is
intended to adjust the current approach for the determination of on-grid tariffs with a view to alleviating the
pressure to increase tariffs before the launch of the “competitive bidding for on-grid tariffs” reform policy. Upon
the launch of the “competitive bidding for on-grid tariffs” reform policy, on-grid tariffs are expected to be
governed by market forces.

Previously, the calculation of on-grid tariffs had been based on the cost of an individual power generation
project’s need to repay principal and interest. With the introduction of the No. 701 Document, on-grid tariffs are
determined by “average on-grid tariffs”, which are calculated on the basis of the operational term of power
projects. The average operating term of a coal-fired power plant is fixed at 20 years and the operational term for
a hydropower plant is fixed at 30 years. For a newly-constructed power plant, the calculation of its on-grid tariffs
1s based on the average costs of advanced generators of identical type that have been constructed during the same
period within the same provincial grid.

THE STATE POWER CORPORATION

The State Power Corporation was created by the State Council on 16 January 1997 as a group corporation with
enterprise legal person status and is wholly-owned by the State. The functions of the State Power Corporation
previously included ownership of power industry assets owned by the State and acting as principal investment
arm, operator and manager of such assets on behalf of the State. Its power generation assets and interests were
subsequently allocated to five national IPPs, and its power grid assets and interests were subsequently allocated
to two grid companies by the State Council.

The purpose of such reform is to separate the operations of power generating plants from grid operation. The
separation is in progress. The five national IPPs are: (i) Guodian Power Group; (ii) China Power Investment; (iii)
China Huaneng Group; (iv) CDT; and (v) China Huadian Group. Each national IPP will have comparable market
share in the PRC electricity market. The two grid companies are: (i) State Grid Corporation; and (ii) Southern
China Power Grid Company Limited. State Grid Corporation comprises five regional grid companies serving
northern, northeastern, eastern, central and northwestern China respectively, whereas Southern China Power
Grid Company Limited was formed by combining the grid assets in Guangdong, Guangxi, Yunnan, Guizhou and
Hainan.
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OVERVIEW

We are one of the largest independent power producers in the PRC. As at 15 August 2003, our installed capacity
and equity capacity amounted to 7,370 MW and 6,588 MW, respectively. We, together with our subsidiaries,
own and operate six coal-fired power plants and a hydropower plant. Through our subsidiaries and associates,
we are also in the process of constructing eight power projects (comprising five coal-fired projects in Inner
Mongolia, Shanxi, Hebei and Gansu and three hydropower projects in Yunnan) and developing two greenfield
coal-fired power projects in Yunnan and Hebei. Our installed capacity and equity capacity are expected to
increase to 12,639 MW and 9,992 MW, respectively, once these projects are completed. We are headquartered
in Beijing and presently all of our Operating Power Plants are located in the North China Area. Substantially all
of the power we generate is supplied to NCPGC. We are currently expanding our operations to other parts of
China through our Projects.

We were the first PRC-incorporated power company to be listed on the Hong Kong Stock Exchange and the first
PRC-incorporated company to be listed on the London Stock Exchange. We have received awards and accolades
relating to our business operations from various international financial magazines and institutions:

World’s Top 250 Energy Companies 2002 (Global Energy Business)

Best Corporate Governance in China 2002 (Euromoney)

Best Managed Companies in China 2001 and 2002 (Finance Asia)

China’s Top 50 Listed Companies 2002 (Fortune)

Best Investor Relations in China 2002 (Institutional Investors and Reuters)

Best Managed Companies in China 2002, 2001, 2000, 1998 and 1997 (Asiamoney)
Best Corporate Governance in China 2001 and 2002 (The Asset)

Asia’s Top 100 Companies 2000 (HSBC)

Best Company in Asia 1999 (The Asset)

Y VYV VY Y VY VvV VYV ¥

As of 31 December 2002, we had a registered capital of RMB 5,163 million, and for the year ended 31 December
2002, our consolidated revenues and consolidated net profits were RMB 8,018 million and RMB 1,405 million,
respectively. For the six months ended 30 June 2003, our unaudited consolidated revenues and unaudited
consolidated net profits were RMB 4,501.7 million and RMB 784.2 million, respectively.

COMPETITIVE STRENGTHS

We are one of the largest independent power producers in the PRC and we believe we have competed and will
continue to compete successfully by:

> Maintaining high standards of professional management and operational standards in order to ensure the
smooth and efficient management of our power plants;

> Managing our unit costs aggressively in our daily operations and in the development and construction of
our Projects;

> Operating in the BTT Area, which is the political and cultural heart of the PRC and a zone of high economic
growth;

> Operating at relatively close proximity to the PRC’s largest store of coal reserves in northern China; and

> Maintaining a strong financial position, good corporate record keeping, and good reputation in the market
as a publicly-listed company.
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Maintaining high standards of professional management and operational standards in order to ensure the
smooth and efficient management of our power plants

We believe that a strong management is our greatest asset. We have a team of management members, engineers
and technicians of high calibre. Many of our senior management members have extensive operational and
management experience in the power industry and enjoyed long tenure with the Company. The quality and
strength of our management team have resulted in more effective cost control and enhanced our ability to
maintain profit margins. Our generation units have also achieved industry leading reliability and fuel
consumption efficiency rates. Since our public listing in 1997, our management team has repeatedly been
recognised by internationally acclaimed financial publications and institutions in their annual awards as one of
the PRC’s best management teams.

Managing our unit costs aggressively in our daily operations and in the development and construction of our
Greenfield Projects

We have consistently pursued a strategy of low cost expansion since our public listing in 1997. Most of the power
generating units acquired subsequent to 1997 were manufactured domestically, albeit with quality meeting
international standards. As such, we have been able to compete on operating costs and construction costs, as well
as power generation costs, without compromising the quality of our services. We believe that our ability to
construct new plants and to operate our existing plants at relatively low cost are key to our ability to maintain
profit margins and competitive tariffs. We believe that this aspect of our operations will be of even greater
significance to our competitiveness if and when the ongoing reform of the power industry leads to the
implementation of competitive bidding for on-grid tariffs on all independent power producers in the PRC.

Operating in the BTT Area, which is the political and cultural heart of the PRC and a zone of high economic
growth

We believe that we have a competitive edge because substantially all our operations are based in the North China
Area, which is a high-growth region in the PRC. Beijing, Tianjin and northern Hebei province have generally
recorded GDP growth and power demand at rates higher than the average rate in the PRC. As the largest
independent power producer in the BTT Area, we believe we are well-positioned to benefit from the continued
economic development of this area, which is our principal service area and the hub of political, cultural and
economic activities. In particular, we expect power demand to increase in the future with increased economic
development in the BTT Area as Beijing prepares for the 2008 Summer Olympics. As of 15 August 2003, our
installed capacity accounted for approximately 38 per cent. of the total installed capacity within the BTT Power
Grid.

We provide electricity to the BTT Power Grid, which is part of the North China Power Network. The North
China Power Network has been ranked as the most stable and reliable power network in the PRC. The North
China Power Network continues to rank first among the PRC’s regional power networks in terms of
transformation capacity, enhancement of transmission and distribution networks, and transmission losses.

Operating at relatively close proximity to the PRC’s largest store of coal reserves in northern China
Substantially all of our Operating Power Plants are fuelled by coal. As our current operations are located in the
North China Area, we are in relatively close proximity to the PRC’s largest store of coal reserves in the provinces
of Inner Mongolia, Shanxi and Shaanxi. This significantly reduces the time and expense of transportation from
the coal mines to our power plants, compared to power producers in the eastern and southern regions.

Although we intend to increase our investment in hydropower projects in the future, we believe coal-fired power
plants will continue to be the principal type of power plants in the PRC, and the strategic location of our
operations in the North China Area will continue to provide us with a competitive advantage over other
coal-fired power plants.

Maintaining a solid financial position, good corporate record, and good reputation in the market as a publicly-
listed company

We believe we currently enjoy a solid assets to liability ratio and strong cash flow. See “Management’s discussion
and analysis of financial condition and results of operations”. Thus, we are well-positioned to pursue our
expansion strategy by participating in future greenfield projects and capitalising on acquisition opportunities
provided by the anticipated release of State-owned power generation assets.
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We were the first PRC incorporated power company to be listed on the Hong Kong Stock Exchange and the first
PRC incorporated company to be listed on the London Stock Exchange. We are required by the stock exchanges
to provide to our shareholders periodic reports of our business and financial condition. This has helped us
increase our financial reporting standards and internal controls and our level of corporate transparency. With
these credentials and standards, we are able to maintain a solid balance sheet, good corporate record keeping and
good reputation as a publicly listed company.

STRATEGY

Our goal is to be one of the leading power producers in the PRC with an international reputation. We seek to
achieve our goal by capitalising on growth opportunities in the North China Area and at the same time selectively
expanding our operations outside the North China Area.

In order to achieve our goal, we will pursue the following strategies:

> Enhancing our competitiveness and continuing to manage our costs aggressively and efficiently;
> Focusing on regions which provide us with cost, market or policy advantages;

> Taking advantage of opportunities to develop new projects and acquire operating assets simultaneously;
and

> Reducing our exposure to fuel supply risks by diversifying our fuel consumption requirements.

Enhancing our competitiveness and continuing to manage our costs aggressively and efficiently

We aim to be one of the most cost-efficient power producers in the PRC by aggressively managing our cost
through strict cost control initiatives which help reducing our unit construction and operating costs. Where
feasible, we use domestically manufactured units and a strict bidding system for the third party provision of
services to our Company in order to keep construction costs low and further reduce depreciation costs, We
believe the 300 MW and above generation units that we are currently developing or constructing will lower the
average fuel consumption rate on a continual basis, further reducing unit variable costs. We also seek to benefit
from cost savings associated with economies of scale by rapidly expanding our installed capacity. As at 15 August
2003, our total installed capacity has increased by 134 per cent. to 7,370 MW from 3,150 MW since 31
December 1996. We also seek to reduce finance costs by pursuing alternative sources of financing such as issuing
convertible bonds in this offering. '

Focusing on regions which provide us with cost, market or policy advantages

We plan to develop and construct more large-scale greenfield projects in three regions. First, we will continue to
develop projects in northern China near the PRC’s largest coal reserves and from which coal can be procured and
transported in a more cost-effective manner than in other regions, which will enable us to reduce our operating
costs and enhance cost competitiveness. Second, we will intensify our efforts in expanding into the southeastern
coastal regions of China, where the relatively developed major economic zones can be found. We believe that
major urban areas in this region have strong demand for electric power, can afford to pay relatively higher power
tariffs, and continue to offer potential for growth. Third, we plan to focus on western China, an area whose
development has been actively promoted by the PRC government. The “West-East Power Transmission” project
is one of the key strategic infrastructure investment schemes listed in the State’s Tenth Five-year Plan, and we have
already made a head start in developing six projects in Yunnan, Gansu and Inner Mongolia (including three
hydropower projects in which we invested in the second half of 2002). We expect projects in the western region
to enjoy various incentives and benefits provided by the PRC government’s development encouragement policy
such as swifter government approval for greenfield projects, tax incentives, greater security of tenure of land use
rights, and government subsidies for project financing.

We plan to hold majority interests in substantially all of the greenfield projects in which we participate. By
developing our business outside the region in which we currently operate, we aim to benefit from economies of

scale and to increase significantly our market share and our profile in major regions of economic importance in
the PRC.
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Upon completion of our Projects, our installed capacity and equity capacity as at 15 August 2003 of 7,370 MW
and 6,588 MW, respectively, are expected to increase to 12,639 MW and 9,992 MW, respectively.

Taking advantages of opportunities to develop greenfield projects and acquire operating assets simultaneously
At the same time as we increase our investments in large-scale greenfield projects in certain identified regions, we
are also actively pursuing opportunities to acquire operating power generation assets throughout the PRC. We
will target at generation assets which enjoy competitive edges and will be able to add value to our existing
business, including those owned by other IPPs, foreign investors and CDT. We are presently undertaking a study
of certain assets and their respective markets, and tariffs and the potential transferors of such targeted assets.

Reducing our exposure to fuel supply risks by diversifying our fuel consumption requirements

Whilst most of our power plants are coal-fired, we plan to invest in more hydropower in future and we have
already made a head start by investing in four subsidiaries which are currently operating, constructing or
developing hydropower projects. Provided that costs can be kept under control and efficiency can be preserved,
we plan to further diversify our fuel consumption requirements by increasing the proportion of hydropower in
our installed capacity so as to reduce our exposure to fuel supply risks, improve our energy efficiency and
enhance environmental protection. We will also continue to study the feasibility of alternative energies such as
gas-fired and wind power projects.

HISTORY

We are a Sino-foreign joint stock limited company incorporated under the laws of the PRC. We were registered
with SAIC on 13 December 1994 as a joint stock limited company. We became a Sino-foreign joint stock
company on 13 May 1998. As at 30 June 2003, our registered capital was RMB 5.163 billion. Our scope of
business includes construction and operation of power plants, sale of electricity, inspection, maintenance and
commissioning of power equipment and power-related technical services.

We listed the H Shares on both the Hong Kong Stock Exchange and the London Stock Exchange on 21 March
1997. As of 15 August 2003, CDT, BIPDIC, HCIC, TJIC, and H Share holders held 35.43 per cent., 13.01 per
cent., 13.01 per cent., 10.84 per cent., and 27.71 per cent., respectively, of our shares. As of 3 September 2003,
based on the closing price of the H Shares on the Hong Kong Stock Exchange at HK$4.275 per H Share, we had
a market capitalisation of approximately HK$6,116 million for the H Shares.
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ORGANISATION

We wholly-own and operate four power plants and have interests in eight subsidiaries and eight associates which
were formed as joint ventures with other parties to develop and operate our power plants. The following chart
shows details of our shareholders and their respective interests in our Company, our power plants, our
subsidiaries and associates, and our interests associated with each subsidiary and associate as at 15 August 2003.
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Notwithstanding our majority equity interests in Datang Liancheng Power and Datang Nalan Hydropower, they are classified as our

assoctates as we do not control the voting rights in these companies.

In addition to the subsidiaries and associates named above, we also have interests in five other associates, namely (i) North China
Electric Power Research Institute Company Limited, which principally provides power related technology services to power
generating companies and in which we own a 30 per cent. equity interest; (i) Tianjin Dagang Huashi Power Generation Company

Limited, which principally engages in power generation business and in which we own a 30 per cent. equity interest; (ifi) Beijing

Datang Texin Heat Company Limited, which provides beat transmission services and in which we own a 49 per cent. equity interest;
(iv) Shanxi Datang Niangziguan Power Generation Company Limited (“Datang Niangziguan Power”), which is in the early stage of
developing a potential greenfield power project and in which we own a 54 per cent. equity interest; and (v) Shanxi Datang Yuncheng
Power Generation Company Limited (“Datang Yuncheng Power”), which is also in the early stage of developing a potential greenfield

power project and in which we own a 51 per cent. equity interest. Notwithstanding our majority equity interests in Datang
Niangziguan Power and Datang Yuncheng Power, they are classified as our associates as we do not control the voting rights in these

Notes:
(1)
(2)
companies.
(3) Dotted lines denote joint ventures.
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OPERATING POWER PLANTS

All of our existing coal-fired plants are located near the PRC’s major coal-producing regions which provide a
ready source of quality fuel. Our hydropower plant is located in Hebei.

The following table shows the location of each of our Operating Power Plants as at 15 August 2003, the installed
capacity of each plant, our interest in each plant and our equity capacity in each plant:

Location Installed Company’s interest Equity
Operating Power Plants of plant capacity in the unit(s) capacity
Douhe (Phases I-IV) Units 1-8 ...coovivevirneecieereneineenns Hebei 1,550 MW 100 per cent. 1,550 MW
Gaojing Units 1-6 ....cccceeieivorernceneemiicninnnenenenieeeeeens Beijing 600 MW 100 per cent. 600 MW
Xiahuayuan Units 1-3 .cccovivvernrrierinnrerecreeceeanae e Hebei 400 MW 100 per cent. 400 MW
Zhangjiakou (Phases I and II) Units 1-8 ..c.ccoveeveerenne Hebei 2,400 MW 100 per cent. 2,400 MW
Datang Panshan Power Units 1 and 2 .....cocoveererneninnne Tianjin 1,200 MW 75 per cent. 900 MW
Datang Huaze Hydropower Units 1 and 2 ...c.ovevenee Hebei 20 MW 90 per cent. 18 MW

Inner
Datang Tucketuo Power (Phase I} Units 1 and 2 ....... Mongolia 1,200 MW 60 per cent. 720 MW
Total CAPACILY .ccvcureirircrserscssusssessesserunarsssaisarsarssransassens 7,370 MW 6,588 MW

The following map shows the map of the PRC and the approximate location of the Operating Power Plants, the

Project Under Construction and the Greenfield Projects.
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Douhe Power Plant (Phases I-1V)

The power plant

Douhe Power Plant is located near the city of Tangshan in northeastern Hebei province, approximately 150
kilometres east of Beijing, Tangshan is located in an area known for coal mines, steel manufacturing and power
generation, Douhe is a coal-fired plant with a total installed capacity of 1,550 MW. Phase I consists of two 125
MW units (Units 1 and 2), and Phase II, IIT and IV consist of two 250 MW units (Units 3 and 4) and four 200
MW units (Units § to 8). Douhe’s units commenced operations between 1975 and 1987.

Ash disposal, water supply, interconnection and dispatch

The ash yard for waste disposal is located approximately seven kilometres from the plant. Based on its operating
experience and the historical use of the ash yard, we believe that the ash yard has an estimated remaining useful
life of approximately 25 years. Cooling water for the plant is obtained from the Douhe reservoir, which is
adjacent to the plant. Power generated by the Douhe plant is transmitted to the BTT Power Grid through
fourteen 220 kV transmission lines.

Financing
Construction of Douhe was originally financed with a loan from the PRC government. The debt has been
completely repaid.

Fuel

A substantial portion of Douhe’s coal supply is sourced from mines in the Northern Shanxi region of Shanxi
Province, approximately 440 kilometres to the northwest, and is transported to the plant via the Da Qin railway,
a journey of approximately 10 hours. The remaining coal requirement is mainly satisfied by the nearby Kai Luan
mine in Tangshan,

The following table shows certain operating statistics for Douhe for each of the three years ended 31 December
2000 to 2002.

Year ended 31 December

2000 2001 2002
Installed capacity (IMW) .iciceriioriiiace e seeueaeeereesnssasasessassasassesassnsnssesesessnssnsnnes 1,550 1,550 1,550
Gross generation (MWh) ..ot sbes e seens 9,242,351 9,487,437 9,206,075
On-grid generation (MWHh) ...cccveriencniniiieeeicniine et s nnsenens 8,601,896 8,826,988 8,569,001
Available HOULS ...vooveiviciiceeiecc ettt ettt et et 8,395 8,274 8,338
Operational hOULS ..cceviviiiiernniieiie ettt s e s st s asae 7,414 7,211 7,354
UtiliSation HOULS ....ovvvvivciiiiiireie et s s s e bae s resssbassaneenne 5,963 6,121 5,939
Capacity factor (PEr CENL.) .ooviniiirirririreierrercereneerrsnrseresserrnesessesesansesessensrsaness 67.88 69.87 67.80
Load factor (PEr COME) ivivmmermierinieeternenreeesteresrerssaeseassresessetesesasssssssenessasenes 80.43 84.88 80.76
Equivalent availability factor (Per cent.) .ovvecevvnerrenrirenrse s ee e 95.97 94.45 95.17
Coal consumption per unit of electricity delivered (gm/kWh) .c.ocoovveverernanne 360 360 362

Gaojing Power Plant

The power plant
Gaojing Power Plant is a 600 MW coal-fired plant located in the western suburbs of Beijing, consisting of six 100
MW generating units. Gaojing’s units commenced operations between 1960 to 1974.

Ash disposal, water supply, interconnection and dispatch

The ash yard for disposal of waste products is located approximately 13 kilometres from the plant. Based on its
operating experience and the historical use of the ash yard, we believe that the ash yard has an estimated
remaining useful life of approximately 14 years. Cooling water for the plant is drawn from the Guan Ting
Reservoir, which is located adjacent to the plant. Power generated by Gaojing is transmitted to the BTT Power
Grid through two 220 kV and nine 110 kV transmission lines.
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Financing
Construction of Gaojing was financed with a grant from the PRC government, which has been fully repaid.

Fuel
Substantially all of the plant’s fuel supply is sourced from the Datong mines in Shanxi province and is transported
on the Feng Sha railway, which takes approximately half a day.

The following table shows certain operating statistics for Gaojing for each of the three years ended 31 December
2000 to 2002:

Year ended 31 December

2000 2001 2002
Instalied capacity (IMW) .ocveveiieiceeecenre et et crese s er et e n s bens e ns 600 600 600
Gross generation (IMWh) .ooiiciiieineciee e eir et ceae e e esseennesssesrsenesseanne 3,104,832 3,116,727 3,469,695
On-grid generation (IMWhH) ..iecoiiminenirreceeirne e rnere e seresstseeses e seesarenes 2,795,874 2,803,954 3,133,434
Available ROULS coveriiiiire et 8,341 7,966 8,384
Operational Rours ...cvvveiiiiiinsn e 7,291 7,211 7,751
UtiliSAtion HOULS ..evviiveiiciieirieii ettt see s ss et st e e e ssbe s s sesasaeas 5,175 5,195 5,783
Capacity factor (PEr CENT.) .cecererirmvireriineeineriererirersereeesseeseseseereseeseerssacsees 58.91 59.30 66.02
Load factor (PEr CENL.Y wivuiiiivereeciirieeseeseireereesseersreessreereressebesrassnssesetennenes 70.97 72.04 74.61
Equivalent availability factor (per cent.) .c.coovvvirieniinieniniecinienieniesesresenennes 94.95 90.94 95.68
Coal consumption per unit of electricity delivered (gm/kWh) ....ccocoveveernnn 406 405 404

Xiahuayuan Power Plant

The power plant

Xiahuayuan Power Plant is located in the district of Xiahuayuan, in the city of Zhangjiakou, Hebei province,
approximately 150 kilometres northwest of Beijing. Although the Xiahuayuan plant itself was first established
in 1937, the plant’s current main generating assets comprise two 100 MW units that commenced operation in
1982 and 1983, respectively, and a 200 MW unit that commenced operation in 1988.

Ash disposal, water supply, interconnection and dispatch

The original ash yard for waste disposal is located four kilometres from the plant. A second ash yard is located
approximately 7.5 kilometres from the plant and is expected to have an estimated remaining useful life of
approximately 16 years. Cooling water for the plant is provided by 15 deep wells located approximately seven
kilometres from the plant. Power generated by Xiahuayuan is transmitted to the BTT Power Grid through two
220 kV transmission lines and one 110 kV transmission line.

Financing
Construction of Xiahuayuan was originally financed with a loan from the PRC government. The debt has been
completely repaid.

Fuel

Approximately 70 per cent. of the plant’s coal supply is sourced from coal mines in Shanxi province and is
transported via the Jing Bao railway to the plant, a three to four hour trip. Approximately 30 per cent. of the
plant’s coal requirements is supplied by a mine located near the power plant.

46



Business

The following table shows certain operating statistics for Xiahuayuan for each of the three years ended 31
December 2000 to 2002,

Year ended 31 December

2000 2001 2002
Installed capacity (IMW) ..ovvcecorniieenre i rinre et reeresesssieasresansesenessnssases 400 400 400
Gross generation (MWh) ..ot 2,662,483 2,733,054 32,277,932
On-grid generation (MWh) c.cccoviiierrriiinecennnnnes et ere e sensens 2,466,796 2,532,995 30,119,062
Available hours .....ccooeciiiinieiicceeceeen, e rrete bbb e re et et atraae s 8,518 8,139 8,476
Operational hOUIS .ottt rranee 7,764 7,757 7,742
UtilISAtION BOULS wvieevriireecierieiinieseresse e erestesee s asaes e resestessebeasresssenesnsnens 6,656 6,833 6,745
Capacity factor (PEL CENE.) .uvervriueriirirrreraereetreernesecsreesseseessersesnseserassesaeses 75.77 78.00 77.00
Load factor (PEr CENEL.) uivimerirerieitenreieesaesessessessesessnssnssesesseesessessassesessesnanes 85.73 88.09 87.12
Equivalent availability factor (Per cent.) .....ccovvereireriersvnccrinrenresesseenenveens 96.97 92.91 96.75
Coal consumption per unit of electricity delivered (gm/kWh) ......ccooveveerinnne 382 382 382

Zhangjiakou Power Plant (Phases | and II)

The power plant

Zhangjiakou Power Plant is our largest power plant in terms of installed capacity and the second-largest power
plant in the PRC. It is a coal-fired plant located on the outskirts of Zhangjiakou city in northwestern Hebei
province, approximately forty-five kilometres from Xiahuayuan Power Plant. Zhangjiakou was constructed in
two phases: Phase I includes Units 1-4, and Phase 11 includes Units 5-8. Phase I of Zhangjiakou consists of four
300 MW coal-fired units. Phase Il of Zhangjiakou consists of four 300 MW coal-fired units built on a site
adjacent to the existing plant and both phases are supplied with coal from the Zhunge’er Mine and with water
from local sources. The Phase II units use the same rail lines as those used by Zhangjiakou Phase I units.
Zhangjiakou’s units commenced operations between 1991 and 2001 and predominantly serves Beijing and
northwestern Hebei.

Ash disposal, water supply, interconnection and dispatch

The ash yard is located approximately six kilometres from the plant and has an estimated remaining useful life
of approximately 20 years. Cooling water for the plant is obtained from wells located four kilometres away.
Power generated by Zhangjiakou power plant is transmitted to the BTT Power Grid via three 500 kV and three
220 kV transmission lines.

Financing

NCPGC, BIPDIC and HCIC contributed to us in 1997 their entire interests in all of the assets comprising Units
3 and 4 in return for shares in the Company. The outstanding debt in respect of this plant {(comprising principal
and accrued interest) was approximately RMB 2.3 billion as of 31 December 2002. The debt consists of loans
from State Development Bank, Industrial and Commerce Bank of China and China Construction Bank and is
expected to be fully repaid by the year 2010.
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Fuel
Coal for Zhangjiakou is supplied primarily by the Datong mines in Shanxi province,

The following table shows certain operating statistics for Zhangjiakou for the period from 2000 to 2002:

Year ended 31 December

2000 2001 2002
ULUES vevveveetierreseeteteecesansestesessesstereeseesessassassnsesseseseassnsesensessaseseesessesmnsesessssnesassoncs 1-7 1-8 1-8
Installed capacity (IMW) .iiiiierriceeenesesiner e et e et r b e e st e b e sessnevas 2,100 2,400 2,400
Gross generation (MWh) ...occecciiiiinesr et sa e ees 7,319,127 10,809,051 12,323,686
On-grid generation (MWHh) .coccoiiicineciree ettt aene 6,885,949 10,132,866 11,623,367
AVAADlE ROULS oieeiiciiceecer et bt rr et et eabeanees 7,937 7,910 8,155
Operational NOULS .ceiiieiiiieireieece e rtre e estesia et e st e s s teesaanssr st asasernsensenn 6,658 7,107 7,313
ULIISAION ROULS oviciieiiireecrrrieie et eeee e e e essaeasresssesrae st s sn s rasaeabesseesresssaessansean 4,550 4,855 5,135
Capacity factor (Per CENL.) woeviiirieinieiiree ettt seaeebebe e e sens 51.80 55.42 58.62
Load factOr {PEL CENLL) wovivrervrreieieteieeietrcsrtsssessesnssesssesssssasssestossosessrassessssesessesss 68.34 68.31 70.22
Equivalent availability factor {Per Cent.) ....ccvimrirceirieisieeicreereereeseeceeeeseeseeseeneons 90.60 91.16 93.02
Coal consumption per unit of electricity delivered (gm/kWh) ....cccocoivecerrirenenn, 349 347 346

Datang Panshan Power

The power plant

The plant of Datang Panshan Power is located in Jixian, Tianjin, a neighbouring city of Beijing. Tianjin is a major
industrial city in northern China. Datang Panshan Power owns and operates two 600 MW units, which
commenced commercial operation in January 2002 and July 2002, respectively.

Joint venture

The plant was originally constructed and operated by Tianjin Panshan Power Generating Company Limited, a
joint venture company between NCPGC and TJIC in which NCPGC has 75 per cent. interest. We entered into
an equity transfer agreement with NCPGC in December 1998 to acquire all of its 75 per cent. interest in the joint
venture company which is now known as Tianjin Datang Panshan Power Generation Company Limited.

Ash disposal, water supply, interconnection and dispatch

The ash yard is located approximately four kilometres away from the plant, with an estimated useful life of 17
years. Water is provided from a source approximately three kilometres away. Datang Panshan Power electricity
is dispatched by NCPGC and the power generated by it is transmitted to the BTT Power Grid through three 500
kV transmission lines.

Financing

Construction of Units 1 and 2 of Datang Panshan Power was financed by a combination of debt (approximately
RMB 4.4 billion) and equity (approximately RMB 1,050 million). The debt is made up of two long-term bank
facilities that are expected to be fully paid by Datang Panshan by the years of 2012 and 2014 respectively. We
have provided guarantees, limited to our 75 per cent. interest in Datang Panshan, in favour of the relevant lending
banks for the repayment of bank loans by Datang Panshan.

Power purchase

Datang Panshan Power and NCPGC have entered into a power purchase agreement and a dispatch agreement
in September 2001, by which the power generated by Datang Panshan Power (minus the electricity consumed by
the plant in power generation) shall be entirely sold to NCPGC. The amount of power to be purchased by
NCPGC shall be reviewed annually on the basis of supply and demand on the power grid and with reference to
the average utilisation hours of the generating units of identical type within the power grid. The power purchase
agreement does not contain a tariff formula and NCPGC agrees to purchase power at the price approved by the
relevant government authority. The term of the power purchase agreement will be automatically renewed on an
annual basis unless the parties agree otherwise,
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Fuel
The plant’s coal supply is sourced from Zhunge’er Mine in Inner Mongolia and is transported via the Huai Da
railway and Da Qing railway to the plant, a trip of 700 kilometres.

The following table shows certain operating statistics for Datang Panshan Power for 2002:

Year ended 31 December

2002
Installed capacity (IMW) ..ceomiiirieniiieerente ettt se s e e se et et st sbna s be b sresesbeneereesen 1,200
Gross generation (MWH) ..ottt sttt st et ses st sea e tsss st st emnsensenes 4,354,857
On-grid generation (IMWh) ..ottt n et et b et nra e snensreseesennans 4,068,694
AVAIIADIE ROULS ..ttt et b s e et e b e s bt s seestesnesbasmasoneeseserseansannens 6,469
OPErational HOULS ......coiiviii ittt s bttt er s e s s s bbb e b s eben 5,432
USATION ROULS 1ouvvevieieiiiieiiecteccresie e ceerascete e e bt estesrtereesaesesessessbeseesbeabsereaasssavessbennsesseesessssnssasssans 4,615
CAPACITY fACTOL {90) cvrverieretiiinieie st eree e bee et st ent e e sa et se e e b can st sb et ebas g e e stenben s ennacobeneonasanns 52.68
LOAA fACLOT (76) . ertreieeriiiceienieeitie et et nee i see v esetbesasseseesva s s s senbe st ssenbsestsesarts saeesrantessnrensesensessares 84.96
Equivalent availability faCtor (%6) .oeoeeriereriereeiniinensiieniessiesseenveseeesensssasressssessssessssssessssesessessenens 93.08
Coal consumption per unit of electricity delivered (gm/KWh) ...cocoovveniiririiniiiir e 349

Datang Huaze Hydropower

The power plant

The hydropower plant of Datang Huaze Hydropower is located in Dage Town, Fengning Manzu Autonomous
County, Hebei Province. The hydropower plant consists of two 10 MW hydropower generation units and
commenced commercial operations in January 2002. Its gross generation during 2002 amounted to 22,081
MWh. Datang Huaze Hydropower represents our first step in hydropower generation.

Joint venture

The plant was originally constructed and operated by Hebei Huaze Hydro Power Development Company
Limited, a joint venture company between North China Power Industries Company and Fengning Manzu
Autonomous County Hydro Power Development Company Limited. We entered into an equity transfer
agreement with North China Power Industries Company in May 2000 to acquire all of its 90.43 per cent. interest
in Datang Huaze Hydropower.

Power purchase

Datang Huaze Hydropower and NCPGC Chengde Power Supply Company (“NCPGC Chengde”) have entered
into a power purchase contract on 1 January 2002, by which the power generated by Datang Huaze Hydropower
(less the electricity consumed by the plant in power generation) shall be exclusively sold to NCPGC Chengde. The
amount of electricity to be purchased by NCPGC Chengde shall be reviewed annually on the basis of supply and
demand on the power grid and with reference to the average utilization hours of the generating units of identical
type within the power grid during the term of the contract. The power purchase contract does not contain a tariff
formula and NCPGC Chengde agreed to purchase power at the prices approved by the relevant government
authority. The term of the power purchase agreement will be automatically renewed on an annual basis in the
absence of disagreement,

Water supply, interconnection and dispatch

The units of Datang Huaze Hydropower are powered by water from Luanhe river. Datang Huaze Hydropower
and NCPGC Chengde have entered into a dispatch agreement on 10 December 2001, by which Datang Huaze
Hydropower’s electricity will be dispatched by NCPGC Chengde. The power generated by Datang Huaze
Hydropower is transmitted to the BTT Power Grid via one 110 kV transmission line.
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Financing
The plant was financed by a combination of debt (approximately RMB 150 million) and equity (approximately
RMB 60 million). The debt consists of loans from NCPG Finance Company.

Datang Tuoketuo Power (Phase I)

The power plant

The plant of Datang Tuoketuo Power (Phase I) is located in Yanshanying, Tuoketuo County, 70 kilometres
south-east of Hohhot, the capital of Inner Mongolia. Phase I of Datang Tuoketuo Power consists of two 600 MW
units. Units 1 & 2, Phase I commence commercial operations in July and August 2003, respectively.

Joint venture

Datang Tuoketuo Power is an equity joint venture company established by NCPGC, BIPDIC and Inner Mongolia
General Power Company Limited (now known as Inner Mongolia Power (Group) Company Limited) in 1993
to be responsible for the development and operation of the plant. We were granted a 60 per cent. interest in
Datang Tuoketuo Power by the SDPC (the predecessor of SDRC) when it approved the feasibility study report
for this project on 29 December 1999,

Ash disposal, water supply, interconnection and dispatch

The Gaobaoshi ash yard is located approximately two kilometres from the plant and has an estimated useful life
of approximately 20 years. Cooling water for the plant is obtained from the Huanghe River which is seven
kilometres away. Power generated by Datang Tuoketuo Power (Phase I) is transmitted to the BTT Power Grid
via 500 kV transmission lines.

Financing

The approved projected cost of Phase I is RMB 6.1 billion (including equity and debt). The debt is primarily made
up of several RMB loans from domestic banks and the NCPG Finance Company and US dollar loans borrowed
from the International Bank for Reconstruction and Development by the Ministry of Finance and onlent to us.
Datang Tuoketuo Power is expected to fully repay the two Renminbi bank loans totalling RMB 2.8 billion by
the year 2019 and to fully repay the US dollar loan of approximately US$252 million by the year 2017. We, solely
or jointly with other joint venture parties to Datang Tuoketuo Power, have provided a guarantee in favour of the
relevant domestic lending banks and the NCPG Finance Company for the repayment of the relevant Renminbi
bank loans by Datang Tuoketuo Power.

Power purchase

Datang Tuoketuo Power and NCPGC have completed the commercial negotiations in respect of the power
purchase arrangements for power supplied by Datang Tuoketuo Power. A power purchase agreement is expected
to be executed between them in the near future. It is expected that such agreement will be in line with a
preliminary power purchase agreement previously submitted to the relevant regulatory authorities.

Fuel
The plant’s coal supply is sourced from Zhunge’er Mine in Inner Mongolia and is transported via a
special-purpose railway to the plant, a trip of 70 kilometres.

DEVELOPMENT OF POWER PLANTS

Government approval process

Power projects in the PRC currently must fit within the State Plan and all related ancillary plans, such as the State
Energy Plan, the State Credit Plan and the State Transportation Plan. Establishment of a new power project and
power plant expansions in the PRC principally involves three sequential rounds of approvals by SDRC (or in the
case of a project exceeding SDRC’s threshold for giving approvals, by the State Council):

> first, approval of a project proposal;

> second, approval of a feasibility study report (and an initial design and project budget in the case of key
projects); and
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> third, approval of a construction commencement report and inclusion by SDRC in the relevant annual State
Plans.

In the first stage, based on the development plan of the power grid, a company wishing to undertake a power
project submits a project proposal to SDRC for review and approval. Thereafter, in the second stage, a formal
feasibility study report is prepared for review and approval by SDRC. The feasibility study considers and
analyses, among other matters, the proposed plant’s location, construction plans, access to fuel, transportation,
water and ash disposal, the proposed power sales price and its impact on ultimate end users, the environmental
impact of the proposed plant and, if applicable, the feasibility of utilising foreign capital. In the third stage, after
the feasibility study report has been approved by SDRC, we apply to SDRC for commencing construction and
SDRC acts to include the project in the relevant annual State Plans and issues a construction permit.

The foregoing summarises only the primary approval process. In the course of developing a power plant,
numerous other permits, approvals and consents must also be obtained from relevant national, provincial and
local governmental authorities relating to siting, construction, environmental matters, operational licences and
other matters. In addition, governmental approvals must be obtained with respect to the ancillary infrastructure
required to support new power projects.

Whilst provincial governments have been granted the authority to approve smaller power projects, the approval
procedures at the provincial level are substantially the same as the procedures described above.

Joint venture power projects involving foreign equity participation are subject to additional governmental
approvals and regulatory consents. A formal, uniform set of procedures for the approval of the construction and
operation of power plants involving foreign investment has not yet been established in the PRC. Approval of a
power project involving foreign investment must be obtained in accordance with the regulations and
requirements of the State Council, SDRC, and MOC, '

Foreign currency borrowings by a Sino-foreign joint venture from a foreign financial institution or other foreign
entity or individual are not subject to prior PRC governmental approval but need to register the foreign debt with
SAFE. However, if such borrowings need to be secured or to be guaranteed by a PRC entity, the provision of such
security or guarantee must be approved by SAFE and registered with SAFE and other authorities.

Primary approval process for new projects were previously handled by NCPGC. In future, application for
approvals of new projects may need to be submitted to the relevant government authorities via CDT, which has
replaced NCPGC as our largest shareholder.

Project identification

We identify projects by analysing the regional demand for electricity, during which we consider factors such as
GDP and population growth, customer mix, analysis of the major users, and industrial expansion. We also
analyse the current tariff levels and the ability of customers to afford higher tariffs. We consider environmental
protection issues and the impact of environmental protection requirements on overall profitability of the project.
Lastly, we determine the extent of government support and subsidies available for this project.

Internal approval process

After our relevant internal departments conduct preliminary evaluations, selected projects are reported at the
General Manager’s executive meeting for preliminary internal approval. After such approval, we conduct due
diligence on the approved project and perform financial and budgetary analysis. Based on such analysis, we then
submit a detailed memorandum in relation to the project to the Board of Directors and the Shareholders at a
‘general meeting for review and approval.

Feasibility study

The initial assessment of a proposed power plant is formalised in a preliminary feasibility study. The proposed
power plant’s land use requirements, access to a power grid, fuel supply arrangements, availability of water, local
requirements for permits and licences and the ability of potential customers to afford the proposed power rates,
among other issues, are discussed and analysed in the feasibility study. A report is then produced and submitted
to SDRC for approval.

Permits and contracts

Throughout the development of a new power plant, we and other relevant parties obtain permits required before
commencement of commercial operations, including permits related to siting, construction, the environment and
planning, operation licences and similar approvals. Power sales and fuel supply arrangements are usually
negotiated early in the development of a power plant. See “Major operating agreements and arrangements —
Coal supply”.
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Construction

We have generally acted, and intend to continue to act, as the general coordinator for the construction of the
power plants owned or controlled by us. We establish a project company which drafts and distributes
information on the project to various advisers, construction companies and equipment vendors to initiate the
competitive bidding process. The construction commences upon selection of the relevant subcontractors and
equipment vendors. We conduct testing and dry runs prior to the start-up of operations. Equipment procurement
and installation, site preparation and civil works are subcontracted to domestic and foreign subcontractors
through such process.

Operation

When construction of a generating unit is completed and approval is received for dispatching electricity to the
power grid, the project company tests its installation and systems and puts the unit through a continuous
168-hour trial run at full load. After successfully passing the continuous 168-hour test and receiving evaluations
from the grid operator on on-grid safety of the on-grid unit, the project company proceeds to sign a power
purchase agreement with the grid operator. Pending formal approval by SDRC to the on-grid tariff, the project
company will commence commercial operation when a tentative on-grid tariff has been approved provisionally.
After the project company receive approval from SDRC for its on-grid tariff, it will replace the tentative
settlement tariff with an approved on-grid tariff, which may or may not be an adjustment of the tentative
settlement tariff. We have historically operated and intend to continue to operate our power plants and manage
power plants in which we own a majority interest.

PROJECTS UNDER CONSTRUCTION

We are currently constructing, through our subsidiaries and associates, eight power projects, comprising five
coal-fired projects and three hydropower projects. The following table shows each of the Projects under
Construction, its planned installed capacity, location, our interest and the commencement dates of construction
and anticipated commencement date of operations:

Anticipated
Planned commencement
Name of Project under Planned installed Company’s equity Commencement year of
Construction capacity Location interest capacity of construction  operations
Datang Tuoketuo Power 1,200 MW Inner 60 per cent. 720 MW July 2002 2004
(Phase II) Mongolia
Datang Pingwang Power 440 MW Shanxi 80 per cent. 352 MW August 2002 2003
Datang Tangshan Power 300 MW Hebei 80 per cent. 240 MW July 2002 2004
(Phase I)
Datang Shentou Power 1,000 MW Shanxi 60 per cent. 600 MW August 2002 2004-2005
Datang Liancheng Power 600 MW Gansu 55 per cent. 330 MW August 2003 2004
Datang Nalan 150 MW each Yunnan 51 per cent. 77 MW December 2005
Hydropower 2002
Datang Lixianjiang 579 MW Yunnan 70 per cent. 405 MW May 2003 2006
Hydropower
Wenshan Malutang 100 MW Yunnan 20.46 per cent. 20 MW January 2002 2004
Power
Total Capacity 4,369 MW 2,744 MW
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GREENFIELD PROJECTS

We are also currently developing, through our subsidiaries, two greenfield coal-fired power projects in Yunnan
and Hebei.

The following table shows each of our Greenfield Projects, its projected installed capacity, location, our interest
in each, status and anticipated commencement date of commercial operations:

Anticipated
commencement
Name of Greenfield Planned installed Company'’s Planned equity year of
Project capacity Location interest capacity Status operations
Datang Tangshan 300 MW Hebei 80 per cent. 240 MW Project proposal and 2004
Power feasibility study
{Phase 1I) approved, awaiting
approval for
commencement
of construction
Datang Honghe 600 MW Yunnan 70 per cent. 420 MW Project proposal and 2005
Power feasibility study

approved, awaiting
approval for
commencement of
construction

Total Capacity 900 MW 660 MW

The total approved project costs of the Projects Under Construction and the Greenfield Projects are estimated to
be at RMB 23.5 billion, approximately 80 per cent. of which we expect to fund through debt and approximately
20 per cent. through equity. We typically require that the return on equity for each project be not less than 10
per cent. See “Management’s discussion and analysis of financial condition and results of operations — Liquidity
and capital resources — Capital expenditure”.

The following sets forth details of each of the Projects under Construction and the Greenfield Projects:
Datang Tuoketuo Power (Phase Il)

The power plant
The plant of Datang Tuoketuo Power (Phase II) is located in Yanshanying, Tuoketuo County, 70 kilometres
south-east of Hohhot, the capital of Inner Mongolia. Phase II of Datang Tuoketuo Power consists of two 600

MW units. Phase 11 has been under construction since July 2002 and is expected to commence operations in
2004.

Joint venture
See “Datang Tuoketuo Power (Phase I)”.

Financing
The initially approved projected cost of Phase II is RMB 4.1 billion (including RMB 820 million in equity). The
State Development Bank is expected to provide the debt financing.

Power purchase

A power purchase agreement between Datang Tuoketuo Power and NCPGC for power supplied by Datang
Tuoketuo Power is expected to be executed before commencement of commercial operations of Phase II. It is
expected that such agreement will be in line with a preliminary power purchase agreement previously submitted
to the relevant regulatory authorities.
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Ash disposal, water supply, interconnection and dispatch

The Gaobaoshi ash yard is located approximately two kilometres from the plant and has an estimated useful life
of approximately 20 years. Cooling water for the plant will be obtained from the Huanghe River which is seven
kilometres away. Power generated by Datang Tuoketuo Power (Phase II) will be transmitted to the BTT Power
Grid via 500 kV transmission lines.

Fuel
The plant’s coal supply is sourced from Zhunge’er Mine in Inner Mongolia and is transported via a
special-purpose railway to the plant, a trip of 70 kilometres.

Datang Pingwang Power

The power plant

The plant of Datang Pingwang Power is designed as a combined heat and power generation plant which will
occupy the existing site of Datong No. 1 Heating & Power Plant, located in Laopingwang Street, Datong City,
Shanxi Province. The power plant will consist of two 220 MW units. The plant has been under construction since
August 2002 and is expected to commence operations in 2003.

Joint venture

The plant is to be developed, owned and operated by Datang Pingwang Power, a joint venture between us and
Shanxi Provincial Power Company (“Shanxi Power”) in which we hold an 80 per cent. interest. We acquired all
of our interest in Datang Pingwang Power from Shanxi Power (with respect to 50 per cent.), No. 1 Power
Construction Company of Shanxi Provincial Power Company (with respect to 20 per cent.) and Datong Heat and
Power Generation Plant (with respect to 10 per cent.) pursuant to an equity transfer agreement in May 2001.

Financing
The approved projected cost of the power plant is approximately RMB 1.7 billion which is to be funded by both
debt and equity. Debt financing (approximately RMB 1.4 billion) is provided by the State Development Bank.

Power purchase

All of the power generated by Datang Pingwang Power is expected to be sold to Shanxi Power which owns 20
per cent. of Datang Pingwang Power. All of the heat generated by the plant is to be sold to Datong Heat and
Power Generation Plant. Datang Pingwang Power will enter into a power purchase agreement and a heat supply
agreement with Shanxi Power and Datong Heat and Power Generation Plant, respectively, before
commencement of commercial operations of the plant.

Ash disposal, water supply, interconnection and dispatch

Datang Pingwang Power will secure government approvals to use wasteland as its ash yard, which is 3 kilometres
from the plant. Cooling water for the plant will be obtained from Datong Cetian Reservoir about 0.5 kilometres
away. When in operation, power generated by the plant will be dispatched by Shanxi Power and will be
transmitted to the Shanxi Power Network via two 220 kV transmission lines which are operated by Shanxi
Power.

Fuel
It is expected that Datang Pingwang Power will source its coal supply from local mines in Datong about 20
kilometres away. Coal will be transported to the plant by truck.

Datang Tangshan Power

The power plant

The plant of Datang Tangshan Power is designed as a combined heat and power generation plant with 2 units,
each with generating capacity of 300 MW. The plant is located at Lubei District, Tangshan City, Hebei Province.
The plant will be constructed in 2 phases. Construction of Phase I commenced in July 2002 and operations are
expected to commence in 2004. The project proposal and the feasibility study of Phase II have been approved,
pending approval for commencement of construction. It is expected that Phase II will commence operations in
2004.

Joint venture
The plant is to be constructed, owned and operated by Datang Tangshan Power, a joint venture between us and
Tangshan Municipal Development Investment Company Limited in which we own 80 per cent. interest.
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Financing

The approved projected cost of Phase I of the plant is approximately RMB 1.4 billion which is to be financed by
both debt and equity. Debrt financing of approximately RMB 1.1 billion is expected to be provided by the
Industrial and Commercial Bank of China and the Bank of Communications.

The approved projected cost of Phase II of the plant is more than RMB 1.3 billion which is to be financed by both
debt and equity. Debt financing of approximately RMB 1.0 billion is expected to be provided by the Industrial
and Commercial Bank of China and the Bank of Communications.

Power purchase

All of the power generated by Datang Tangshan Power is expected to be sold to NCPGC. All of the heat
generated by Datang Tangshan Power is expected to be sold to Tangshan Municipal Heat Company. Datang
Tangshan Power will enter into a power purchase agreement and a heat supply agreement with NCPGC and
Tangshan Municipal Heat Company, respectively, before commencement of commercial operations of the plant.

Ash disposal, water supply, interconnection and dispatch

The ash yard is located approximately 12 kilometres away from the plant and has an estimated useful life of 20
vears. Cooling water for the plant will be obtained from underground and river water sources approximately 0.5
kilometres away. When in operation, power generated by the plant will be dispatched by NCPGC and will be
transmitted to the BTT Power Grid via one 220 kV transmission line.

Fuel
It is expected that Datang Tangshan Power will source its coal supply from local mines about 30 kilometres away
and also from the Datong mines about 600 kilometres away.

Datang Shentou Power

The power plant :

The plant of Datang Shentou Power is located in Shentou Town, Shuozhou City, Shanxi Province. Shanxi
Province has the largest coal reserve and the highest level of coal production in China. The plant is adjacent to
Pingshuo Mining Area of Ningwu Coal Fields. The plant will consist of two 500 MW units. The plant has been
under construction since August 2002 and is expected to commence operations between 2004 and 2005.

Joint venture

The plant is to be developed, owned and operated by Datang Shentou Power, a joint venture between us and
TJIC. We acquired all of our interest in Datang Shentou Power from NCPGC (with respect to 50 per cent.) and
Shanxi Provincial Power Company (with respect to 10 per cent.) by an equity transfer agreement entered into by
the three parties in 2000.

Financing

The approved projected cost of the plant is RMB 5.1 billion which is to be funded by both debt and equity. Debt
financing consists of government export credits and commercial loans (totalling approximately US$338.4
million) from the Czech Republic and the Republic of Slovakia, and RMB bank loans (totalling approximately
RMB 1.2 billion) from two domestic banks, namely State Development Bank and Bank of China.

Power purchase

All of the power generated by Datang Shentou Power is expected to be sold to NCPGC. Datang Shentou Power
and NCPGC will enter into a power purchase agreement before commencement of commercial operations of the
power plant. It is expected that such agreement will be in line with a preliminary power purchase agreement
previously submitted to the relevant regulatory authorities.

Ash disposal, water supply, interconnection and dispatch

The ash yard is located approximately 13 kilometres from the plant and has an estimated useful life of
approximately 10 years. Cooling water for the plant will be obtained from a water source which is § kilometres
away. When in operation, power generated by the plant will be dispatched by NCPGC and will be transmitted
to the BTT Power Grid via 440 kilometre-long 500 kV transmission lines, which are expected to be constructed
and operated by NCPGC.
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Fuel
Datang Shentou Power is expected to source its coal supply from Anjialing open-pit mine of Pingshu Mining
Area. Coal shall be transported to the plant via railway.

Datang Liancheng Power

The power plant

The plant of Datang Liancheng Power is located in Heqiao Town, Yongdeng County, Gansu Province. Gansu
Province is located in northwest China. The power plant will consist of two 300 MW units. The plant has been
under construction since August 2003 and is expected to commence operations in 2004.

Joint venture

The power plant will be developed, owned and operated by Datang Liancheng Power, a joint venture between
us, Gansu Provincial Power Company (“Gansu Power”) and Gansu Provincial Power Construction Investment
Development Company. We currently hold a 55 per cent. interest in the Datang Liancheng Power.

Financing

The initially approved projected cost of the power plant is RMB 2.4 billion which will be funded by both debt
and equity. Loan financing (totalling approximately RMB 1.9 billion) is expected to be provided by three
domestic banks: State Development Bank, Bank of China and China Construction Bank.

Power purchase

All of the power generated by Datang Liancheng Power is expected to be sold to Gansu Power which owns 25
per cent. interest in Datang Liancheng and is the operator of Gansu Power Grid. A power purchase agreement
will be executed by Datang Liancheng Power and Gansu Power before commencement of commercial operations
of the power plant. It is expected that such agreement will be in line with a preliminary power purchase
agreement previously submitted to the relevant regulatory authorities.

Ash disposal, water supply, interconnection and dispatch

The ash yard is located approximately 7 kilometres from the plant and has an estimated useful life of
approximately 10 years. Cooling water for the plant will be obtained from the ground water of the Datong River
which is 0.5 kilometres away. Upon commencement of operations, power generated by the plant will be
dispatched by Gansu Power and will be transmitted to Gansu Power Grid via 220 kV transmission lines.

Fuel
Yaojie Coal & Power Company is expected to supply coal to the plant. Coal will be transported by combination
of railway and truck.

Datang Nalan Hydropower

The power plant

The power units of Datang Nalan Hydropower are located in the Tengtiaojiang river region in Yunnan Province
in southwest China. Datang Nalan Hydropower is to comprise of three 50 MW units. The power units have been
under construction since December 2002 and are expected to commence operations in 2005.

Joint Venture

The hydropower station is to be developed, owned and operated by Datang Nalan Hydropower, a joint venture
established by us, Jinping Power Company Limited (“Jinping Power”) and Beijing Huake Power Engineering
Technology Company Limited (“Huake Power”). We hold 51 per cent. interest in Datang Nalan Hydropower,
Jinping Power holds 35 per cent. and Huake Power holds 14 per cent.

Financing

The approved project costs of Datang Nalan Hydropower is approximately RMB 850 million which is to be
funded by both debt and equity. The registered capital of Datang Nalan Hydropower is proposed to be
approximately RMB 170 million. The paid-in capital of Datang Nalan Hydropower was RMB 26 million as at
30 June 2003. The total investment required is approximately RMB 850 million (subject to any adjustment made
by the relevant PRC government authorities). We, Jinping Power and Huake Power agreed to guarantee 51 per
cent., 35 per cent. and 14 per cent., respectively and on a several basis for any financing obtained by Datang
Nalan Hydropower. Debt financing is provided by the Bank of China and the Agricultural Bank of China.
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Power purchase
The power generated by Datang Nalan Hydropower is expected to be sold to the Yunnan Power Grid. No power
purchase agreement has yet been executed.

Water supply
The hydropower station will source its water supply from the Tengtiaojiang river, which is where the hydropower
station will be located.

Datang Lixianjiang Hydropower

The power plant

The power units of Datang Lixianjiang Hydropower are located in the Lixianjiang river region in Yunnan
Province in southwest China. The current planned installed capacity of Datang Lixianjiang Hydropower is to be
derived from three hydropower stations. They are Yayangshan Hydropower Station comprising of three 33 MW
units, Longma Hydropower Station comprising of three 80 MW units and Jupudu Hydropower Station
comprising of three 80 MW units. The hydropower stations have been under construction since May 2003 and
are expected to commence operations in 2006.

Joint Venture

The hydropower stations are to be developed, owned and operated by Datang Lixianjiang Hydropower, a joint
venture established by us, Beijing Guodian Anrong Energy Investment Company Limited {“Anrong”) and Simau
Area State-Owned Asset Operation Company Limited (“Simau Asset”). We hold 70 per cent. interest in Datang
Lixianjiang Hydropower, Anrong holds 25 per cent. and Simau Asset holds § per cent.

Financing

The approved project cost of the plant is RMB 3.5 billion which is to be funded by both debt and equity. The
paid-in capital of Datang Lixianjiang Hydropower was RMB 28.5 million as at 30 June 2003. We, Anrong and
Simau Asset agreed to guarantee 70 per cent., 25 per cent. and 5 per cent. respectively and on a several basis for
any financing obtained by Datang Lixianjiang Hydropower. Debt financing consists of commercial loans from
State Development Bank, Bank of China and Agricultural Bank of China.

Power purchase
The power generated by Datang Lixianjiang Hydropower is expected to be sold to the Yunnan Power Grid. No
power purchase agreement has yet been executed.

Water supply
The hydropower stations will source their water supply from the Lixianjiang river.

Wenshan Malutang Power

The power plant

The power units of Wenshan Malutang Power are located in the Panlonghe river region in Yunnan Province in
southwest China. Wenshan Malutang Power is to comprise of two 50 MW units. The hydropower station has
been under construction since January 2002 and is expected to commence operations in 2004,

Joint Venture

The hydropower station is to be developed, owned and operated by Wenshan Malutang Power, a joint venture
established by us and eight other parties namely the State Power Corporation — Kunming Exploration and
Testing Design Research Institute Labour Union, Yunnan Wenshan Power Company Limited, Wenshan
Panlonghe Hydropower Development Company Limited, Yunnan Wenshan Power Industry Company, Jianghe
Rural Electric Development Company Limited, Wenshan Guoneng Investment Company Limited, Yunnan
Kairui Technology Industry and Trading Company Limited and Wenshanzhou Water Resource Power
Construction Unit. We agreed to contribute RMB 30 million to the registered capital of Wenshan Malutang
Power in return for a 20.46 per cent. interest.

Financing
The approved project costs of Wenshan Malutang Power is RMB 415 million (including equity and debt). After
our contribution, the registered capital of Wenshan Malutang Power increased to RMB 146.6 million.
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Power purchase .
The power generated by Wenshan Malutang Power is expected to be sold to the Yunnan Power Grid. No power
purchase agreement has yet been executed.

Water supply
The hydropower station will source its water supply from the Panlonghe river, which is where the hydropower
station is located.

Datang Honghe Power

The power plant

The plant of Datang Honghe Power will be located in Hunshuitan, Kaiyuan City, Honghe Zhou, Yunnan
Province in southwest China. The plant will consist of two 300 MW units. Approval of the project proposal and
the feasibility study report for the plant has been obtained, pending approval for commencement of construction.
The plant is expected to commence operations in 2005.

Joint venture

The power plant will be developed, owned and operated by Datang Honghe Power, an equity joint venture
established by us, Yunnan Honghe Cigarette Factory, Yunnan Xiaolongtan Mine Bureau, Yunnan Provincial
Development and Investment Co., Ltd. and Yunnan Power Group Company Limited (“Yunnan Power”) in April
2001. We initially held 15 per cent. interest in Datang Honghe Power, which was later raised to 70 per cent. by
a supplemental agreement between the above-mentioned joint venture parties which we signed in May 2001.

Financing

The initially approved projected cost of the plant is approximately RMB 2.7 billion, which is to be funded by
both debt and equity. Loan financing (totalling approximately RMB 2.2 billion) is expected to be provided by
two domestic banks, namely State Development Bank and The Agricultural Bank of China.

Power purchase _

All of the power generated by Datang Honghe Power is expected to be sold to Yunnan Power, which holds a 10
per cent. interest in Datang Honghe Power and is the operator of the Yunnan Power Grid. No power purchase
agreement has yet been executed.

Ash disposal, water supply, interconnection and dispatch

The estimated useful life of the ash yard for the plant is 20 years and the ash yard is approximately 1 kilometre
away from the plant. Cooling water for the plant will be obtained from the Nanpanjiang River which is
approximately 6 kilometres away. When in commercial operations, the power generated by the plant is expected

to be dispatched by Yunnan Power and is expected to be transmitted to Yunnan Power Grid via two 220 kV
transmission lines, of which Yunnan Power is expected to be responsible for the construction and operation.

Fuel

The plant is expected to purchase coal from the Xiaolongtan Mine, which is located approximately 16.5
kilometres from the plant. Coal will be transported to the power plant by truck.

MAJOR OPERATING AGREEMENTS AND ARRANGEMENTS

Our main operating agreements and arrangements relate to the following areas:
> power purchase

> electricity dispatch

> coal supply

> ash disposal

Such agreements or arrangements are entered into with various counterparties, principally NCPGC and its
affiliates.
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Notwithstanding that NCPGC has transferred its interest in us to CDT, our key operating agreements and
arrangements with NCPGC will continue to be valid and binding. See also “Risk Factors” and “Principal
Shareholders”.

Power purchase

NCPGC Power Purchase Agreement

NCPGC currently purchases all of the electricity generated by the Operating Power Plants wholly-owned by us
under the Power Purchase Agreement. The Power Purchase Agreement applies to all generating units or power
plants which we wholly own and operate and manage in the North China Area. Currently, the Power Purchase
Agreement applies to our Operating Power Plants (except the plants of Datang Panshan Power, Datang Huaze
Hydropower and Datang Tuoketuo Power). With respect to power plants or generating units which we partly
own, but operate and manage, the Power Purchase Agreement requires NCPGC to provide us with a return on
investment based on the principles for calculating reasonable profit set forth in the Power Purchase Agreement.
See “— Our power plants”.

The Power Purchase Agreement sets out the basis on which electricity generated by us is sold to NCPGC. Since
2000, the Power Purchase Agreement has required NCPGC to purchase an amount equal to the amount of
electricity generated by our power plants for a number of hours that is not less than the average utilisation hours
of NCPGC'’s coal-fired power plants. The Power Purchase Agreement also provides a basis on which NCPGC
may elect to purchase amounts of electricity in excess of the minimum purchase commitment. In turn, we are
required by the Power Purchase Agreement to make each of its power plants available to the NCPGC grid for
a minimum of 7,200 dispatchable hours annually.

The Power Purchase Agreement provides that NCPGC and the Company will determine on a case by case basis
which party will finance and construct the transmission lines and other facilities necessary to connect a new
power plant or generating unit in which we have an interest to the BTT Power Grid. Because foreign ownership,
direct or indirect (such as through the Company), of power transmission and transformer facilities in the PRC
is currently prohibited, these facilities will, upon completion, become assets of NCPGC. If we finance the cost of
constructing transmission facilities or transformers, the Power Purchase Agreement requires NCPGC to
reimburse us for all construction costs and to pay us a return on all unreimbursed amounts based on the formula
in the Power Purchase Agreement for calculating our reasonable amount of after-tax profit. Accordingly, we
believe that our profitability will not be affected materially by whether or not we are required to finance the cost
of such transmission facilities.

The Power Purchase Agreement has an indefinite term and provides that it may be terminated or varied only by
agreement of the Company and NCPGC (or as required by law).

Other power purchase arrangements

We are required by the Power Purchase Agreement to sell the entire net amount of electricity generated by our
power plants in the North China Area to NCPGC. However, through our subsidiaries, we may enter into power
purchase agreements with other grid operators outside the North China Area in conjunction with certain of our
Projects.

Electricity dispatch

We entered into a Power Dispatch and Adjustment Agreement with NCPGC on § August 1996 (the “1996
Dispatch Agreement™) setting forth the conditions under which our power plants may be connected to the North
China Power Network and procedures for determining the timing and amount of electricity to be generated by
us and supplied to the BTT Power Grid. Key terms of the 1996 Dispatch Agreement are as follows:

> upon connection, our power plants will generally be under the control of the unified dispatching system of
the North China Power Network and are subject to national government regulations relating to electricity
dispatch;

>  NCPGC will treat our power plants with the same priority as other power plants connected to the NCPGC
Network (except that NCPGC is obligated to purchase a minimum amount of electricity from us as set
forth in the Power Purchase Agreement);
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> the agreement applies to all power plants existing at the date of the agreement and future power plants
which are wholly-owned, operated and managed by us;

> both NCPGC and our power plants are obligated to take certain measures to ensure smooth and safe
dispatch and adjustment of power generation;

> our powers plants are required to follow the daily generation plan and units maintenance and repair plans
formulated by NCPGC; and

> the agreement has an indefinite term and is terminable by mutual agreement or upon the termination of the
Power Purchase Agreement.

Coal supply

Most of our Operating Power Plants and Projects are coal-fired. Previously, NCPGC was responsible for
supplying fuel to our plants at the time and in the amounts and quality required by us pursuant to a fuel supply
agreement dated 5 August 1996. On 19 March 1998, we entered into a supplemental agreement with NCPGC,
pursuant to which NCPGC will arrange for the supply of fuel to our plants in return for a service fee. Although
both of these agreements have not been terminated, and we continue paying fees to NCPGC under such
agreements, we have begun to pursue fuel supply agreements directly with coal mines primarily located in Shanxi
Province. Generally, the terms of such fuel supply agreements include:

> the quality and quantity of fuel required

> the method of delivery (including railway transportation plans)
> inspection and acceptance

> price

> payment and settlement

> dispute resolution

> others

Most of the coal supply for our existing coal-fired plants are obtained from coal producers in Shanxi Province
and the rest is obtained from coal mines located near a particular power plant. The coal is generally transported
by rail from each of the coal mines to each power plant. We strive to reduce our fuel costs in a number of ways,
including seeking to purchase high quality coal at competitive prices directly from coal mines and improving coal
storage management and inspection.

Railroad transportation is a critical component of our ability to obtain sufficient coal supplies. Coal is delivered
to each of our power plants at specified schedules under our coordination with the government-controlled
railroads at government railroad transportation rates.

Determination of coal prices in the PRC

In recent years, in the course of its transition from a comprehensive planned economy to a “socialist market
economy with Chinese characteristics”, the PRC has experimented with a variety of methods of setting prices for
a number of commodities, including coal. Since 1 February 1996, the system for coal allocation in the PRC
allowed prices for coal allocated under the State Plan for electricity production to fluctuate within a range, and
the government sets maximum allowable guideline prices in various coal-producing areas for coal used in
electricity generation. With effect from 1 January 2002, the State in principle no longer issues set guideline prices
and the price of coal is expected to be primarily determined by the market.

Around the beginning of each yvear, SDRC organises a national conference for the purchase of coal for the
following year in which SDRC, the Ministry of Railways, the Ministry of Transportation, the National Coal
Association and various suppliers and users participate. We take part in this national conference and enter into
coal purchase and transportation contracts with relevant parties.
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The following sets forth the quantity of coal we purchased and our fuel costs (including transportation costs) for
the years ended 31 December 2000, 2001 and 2002 and for the six months ended 30 June 2003:

31 December 30 June

2000 2001 2002 2003
Quantity of coal purchased for power plants (tonnes) (millions) ... 10.6 11.8 14.7 8.13
Average price (RMB/IONNE) ..ovevceiveiiiininiiinieiiicreresceseesreeneeseesanes 161.4 163.7 177.8 170.0
Contracted quantity of purchase (tonnes) (millions) .......cccovereennee 8.9 10.4 16.5 67.8
Average price (RMB/tONNe) ....ccoccevviiiiiniiinnnmniireecceie e 165.2 166.4 170.5 171.0
Quantity of coal purchased via truck transport (tonnes) (millions} 1.7 1.4 1.5 74.8
Average price of coal purchased via truck transport (RMB/tonne) 140.5 142.3 148.4 146.0
Average cost of railway transport (RMB/tonne) .......coccvvevvrienennens 28.3 29.5 31.9 324
Cost of railway transport as percentage of total price ........cccoeennes 171 17.7 18.7 19.1

Ash disposal

We entered into an Ash Disposal Agreement with NCPGC dated 5 August 1996 pursuant to which NCPGC
agreed to be responsible for disposing of all ash generated by our power plants in accordance with PRC national
and local environmental protection requirements and industrial policies. We agree annually with NCPGC on a
unit ash disposal charge, which applies throughout the following year. The unit disposal charge reflects NCPGC’s
estimated operating costs, depreciation of its ash yards, amortisation fees for the construction of the ash yard and
a profit margin (also agreed annually with NCPGC) ranging between 5 per cent. and 10 per cent. of costs.

The Ash Disposal Agreement applies to all future generating units or power plants that are wholly-owned and
operated and managed by us and to plants or units that are partly-owned and managed and operated by us that,
in each case, use NCPGC’s existing ash yards. There are no provisions in the Ash Disposal Agreement which
impose an obligation on NCPGC to construct or operate new ash yards for any of our existing or new power
plants.

The Ash Disposal Agreement has an indefinite term and provides that it will terminate only by agreement
between the Company and NCPGC (or as required by law) or automatically upon termination of the Power
Purchase Agreement.

TARIFF POLICY

Tariff policy for Operating Power Plants

Although the Power Purchase Agreement contains a formula to calculate the annual tariff payable for electricity
sold by the Company to NCPGC, we and NCPGC have stopped using the tariff formula since 1997. Instead, we
determine our tariffs at rates that would allow us to cover our expenses, pay our taxes and achieve a return on
our investment. These rates comply with the broad principles established by the Electric Power Law, which states
that the tariffs received by electricity producers shall be formulated to provide reasonable compensation for costs
{(including taxes) as well as a reasonable profit. See “Management’s discussion and analysis of financial condition
and results of operations — Factors affecting results of operations”. Amendments to tariffs we charge must be
approved by SDPC, who will consider the effect of such tariff on the final sales tariff charged by NCPGC to its
customers. To date, none of our applications for tariff charges have ever been rejected by SDRC or its predecessor,
the SDPC.
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The following table shows the tariffs charged by each of our principal power generating units for electricity sold
to NCPGC as of 15 August 2003:

Power plant Generating unit Commencement date Installed capacity Tariff
(MW) (RMB/MWh)
| OO Douhe Units 1 to 8 1976 - 1987 1,550 327.0
2 e Gaojing Units 1 10 6 1961 - 1974 600 327.0
3 e Xiahuayuan Units 1 to 3 1982 - 1988 400 327.0
4 e Zhangjiakou Units 1, 3 & 4 1991 - 1995 900 327.0
S Zhangjiakou Unit 2 1992 300 300.5
6 e Zhangjiakou Units 5,6,7 & 8 1999 - 2001 1,200 317.0
7 e Datang Panshan Power Units 1 & 2 2002 1,200 262.4
SO Datang Huaze Hydropower Hydro Units 1 & 2 2002 20 950.0
(Fengning)
G Datang Tuoketuo Power Units 1 and 2 2003 1,200 262.4
(Phase I)

Tariff policy for Projects

We determine tariffs for new generation units in our Projects according to the Electric Power Law and guidelines
under the No. 701 Document. According to the No. 701 Document, the on-grid tariffs for a power plant will be
determined by reference to the average costs of generators of identical type within the same provincial or regional
grid that have been constructed during the same period. The number of hours that each power plant will be
dispatched to the relevant grid will be determined by the dispatch centre, which is operated by the relevant grid
operator, and will be based on the average availability hours of generators of identical type within the same grid.
The guidelines under the No. 701 Document do not specify exactly whether a power generating company can
be guaranteed a rate of return and what that rate of return should be. However, an independent power producer
may improve its profitability by increasing its production efficiency and reducing generation costs.

COMPETITION

We compete with other plants that supply the BTT Power Grid and we have identified the Guohua Group, the
Huaneng Group and SP Power Development as our major competitors within the BTT Power Grid. Likewise, our
projects outside the BTT Area will face competition from local generators within the relevant provincial or
regional grids.

We face competition for mandates to develop new power plants and competition for financing for our future
plants. The continued growth in China’s economy and electricity consumption have attracted many potential
competitors, including multinational development groups and equipment suppliers, to explore opportunities in

the development of electric power generation projects within the PRC. Accordingly, competition for and from
new power projects may increase in line with the long-term economic growth in the PRC.

ENVIRONMENTAL MATTERS

Our Operating Power Plants and Projects are subject to comprehensive laws and regulations for environmental
protection, which currently

> impose a graduated schedule of pollution fees for the legal discharge of waste substances in excess of certain
levels;

> regulate the construction of new power plants;
> require the payment of fines for violation of laws, regulations or decrees; and

> provide for the closure by the central, provincial or local government of any facility that fails to comply
with orders requiring that it ceases or cures certain activities causing environmental damage.
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Pursuant to these laws and regulations, technical standards have been published for environmental monitoring
and certain rules have been established with respect to the construction and operation of power generating
facilities.

We are also subject to the supervision of the local environmental protection agencies in the regions where our
operations are located. Local environmental agencies in such regions certified in 1996 that our plants existing at
that time (comprising Douhe, Gaojing, Xiahuayuan and Zhangjiakou Power Plants) were in compliance with
applicable regulations. As a condition for approval of their feasibility studies, all Operating Power Plants that
commenced commercial operations after 1996 passed the environmental reviews and examinations conducted by
the relevant government agencies. Since 1996, we have not recorded any violations of environmental regulations
which may materially and adversely affect our operations. We have a programme of upgrading the environmental
protection equipment at our Operating Power Plants so as to maintain compliance with applicable environmental
laws and regulations. Installation of this equipment, which includes electrostatic precipitators, is timed to occur
during major maintenance overhauls so as to minimise any interruption to the normal operation of the plants.

The environmental regulatory system provides for the payment of pollutant discharge fees by businesses such as
our power plants which generate certain categories of pollutant and discharge the same into the environment.
Because of the nature of our business, we store on our property and discharge into the environment waste
substances and pay such fees in respect of certain of our waste discharges. For the years ended 31 December
2000, 2001 and 2002, waste discharge fees paid by us totalled RMB 33.0 million, RMB 56.0 million and RMB
54.4 million, respectively, which represented 0.9, 1.3 and 1.0 per cent. of our total operating costs. Under the
current state policy and our environmental preservation management plan, approximately 90% of the sulfur
oxide discharge fees paid by us in each year will be rebated to us in subsequent years in the form of state subsidies
for use in connection with environmental protection related capital expenditures.

Environmental protection equipment is required to be installed in newly constructed power plants. During the
design process, the equipment must be approved by local environmental protection bureaus with regard to
emission standards and must include abatement equipment in accordance with the applicable environmental
protection standards.

PROPERTY

Our office headquarters, comprised of approximately 7,353.74 square metres, are located at No. 482
Guanganmennei Avenue, Xuanwu District, Beijing, PRC, two floors of which we own and three floors of which
we lease from third parties.

The following table sets forth land use rights for our Operating Power Plants:

Remaining term of  Approximate area

land use rights (Land)
(years) (sq.m.}

Operating Power Plants
DoUhe POWET PIANT viccviieiiiieeeieectrictee et sre e srten e ebaeseseseensessesessssaesseabeansastesans 43 439,476.04
Gaojing Power Plant .....ocovevevnennnienninnininenne, 41 214,839.00
Xiahuayuan Power Plant 43 193,332.00
Zhangjiakou Power Plant ...ttt 41-44 524,998.62
Datang Panshan POWET ...c.coveverriireeniereenieneiecienireeetee e sre e secssesieessesassasnessesnes 45 785,176.60
Datang Huaze Hydropower (FEngning) .....ccocooecerveernveianreereereeereereneeresmennnneeseenee 46 2,177,736.70

The land use rights in respect of the land occupied by Datang Tuoketuo Power for production purpose have been
expired since November 2002. Datang Tuoketuo Power is currently in the process of renewing its land use rights
in respect of such land.

In respect of our Projects, we expect to acquire land use rights for terms of 50 years and in accordance with our
normal operating practices and procedures.
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INSURANCE

In respect of Gaojing, Xiahuayuan and Zhangjiakou Power Plants and the plant of Datang Panshan Power, we
currently maintain with China Pacific Insurance Company Limited property all risk insurance coverage of
approximately RMB 15.6 billion for our fixed assets and inventory and machinery breakdown insurance of
approximately RMB 13.7 billion for our power generation and other ancillary equipment. In respect of Douhe
Power Plant, we currently maintain with the People’s Insurance Company of China property all risk insurance
coverage of approximately RMB 3.7 billion for our fixed assets and inventory and machinery breakdown
insurance of approximately RMB 2.8 billion for our power generation and other ancillary equipment. The
foregoing insurance policies insure the property for the full replacement value in the case of a claim. In respect
of the plant of Datang Huaze Hydropower, we currently maintain with People’s Insurance Company of China
property all risk insurance coverage of approximately RMB 180 million for our fixed assets. However, we have
not maintained any inventory and machinery breakdown insurance in respect of Datang Huaze Hydropower in
view of the relatively small capital investment in this project. In the unlikely event that our assets are substantially
or totally destroyed or damaged beyond repair, our insurance coverage may be insufficient to cover all of our
losses.

We also maintain third party liability insurance for all our Operating Power Plants. We believe that our insurance
coverage is standard for the power industry in the PRC. As of the date of this Offering Circular, we have not made
any significant insurance claims in our operating history.

MAINTENANCE AND REPAIR

As of 15 August 2003, we employed approximately 360 qualified engineers, of which approximately 100 are
senior engineers who are responsible for supervising production as well as repair and maintenance.

In order for NCPGC to manage the supply of electricity in the North China Power Network, our engineers have
devised a timetable for the maintenance of the generating units in which we have an interest to ensure that regular
inspections and repairs are carried out systematically. Any such maintenance timetables are subject to NCPGC
approval.

The procedures for the repair and maintenance of generating units are formulated in line with the relevant
regulations promulgated by the State Power Corporation. Pursuant to these procedures, all the power plants in
which we have an interest are currently operating on a cycle generally of three years, which could be extended
beyond three years depending on actual operating conditions. In each cycle, there are the following three different
levels of maintenance:

> regular checks and maintenance are carried out while the generating units are in operation;

> a small-scale servicing once a year, which takes approximately 14-18 days for units of 200 MW or above
and approximately nine days for 100 MW units; and

> one full-scale overhaul every five years, which takes approximately 45-55 days for units of 200 MW or
above and approximately 38 days for 100MW units.

Since the generating units in which we have an interest commenced operation, production has never been

materially affected by a breakdown of the power generating units, except the interruption of Unit 1 of Douhe
Power Plant during the earthquake in the Tangshan region in 1976.

INTELLECTUAL PROPERTY

We do not own any trademarks and service marks., We believe that our business as a whole is not materially
dependent on such marks or on any other intellectual property.
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LEGAL PROCEEDINGS

Neither ourselves nor any of our subsidiaries or joint ventures are involved in any litigation which would have
a material adverse effect on our business or financial conditions or any of our subsidiaries or joint ventures.

EMPLOYEES

As of 15 August 2003, we had approximately 7,350 employees in total. The following table shows the percentage
breakdown of our employees by function as of 15 August 2003:

Percentage
Management .......cocoeeevieiieiineninnns SO OO O SOOI OTPTRTIN 16.2%
BEIMZINEEES ©erouerieeireeriereereertieer e reeeereesatesseste s re s e sae s e s st tobe 148 Sk e e st asbesabaseeabn s s e besae e aabansaan b resseaben e s st e eteenbenarranne 4.9%
SCEVICE STAT 1 rsierieieiess sttt e st et s st s sre s s s s s as tas et et e e s e s s s ss st s ts st s st n b s st s e e s 1.0%
PLANE WOTKETS 11iiviiiiiiei it sttt e ee e srere st reesaesa et et s st e e sa s asssesessaraensenaansaneanee srensensensessensesensenssasansansensans 76.9%
RIS ittt et s b e bt e b et e b e st e et et b e et b et b e abeeaeeaEeeabe et baRb et beesteateereessraseasaenbaereerentrans 1.0%
TOAL ittt et e et e s ra e e R e Rt e s e reeateestes b e tsenteebeenseateats sebneebaereeteeabeareetseereesbeereenes 100%

We have employment contracts with all of our employees. Neither we nor any of our Operating Power Plants
have experienced any strikes or other labour disputes which affected the operation of any of our Operating Power
Plants. Each of our employees may voluntarily join the trade union of his or her own working unit.

Our human resources department is responsible for the provision of orientation and technical training to all new
employees and other training for all employees according to their needs. The human resources department may
send staff in important positions to reputable domestic or foreign universities or enterprises for further education.
All professional technical staff must attend at least 40 hours of training away from work annually.

The remuneration of our employees include wages, cash subsidies and health and retirement benefits. We
contribute to a retirement plan at a rate of 19 per cent. of the total salaries of our employees. Employees collect
a monthly pension directly from the PRC government upon retirement.
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Principal Shareholders

OVERVIEW

DT

As part of the reform of the electric power industry, CDT assumed NCPGCs interest in us and became our largest
shareholder. CDT is a State-owned enterprise established and owned by the PRC government. As at 15 August
2003, CDT held 35.43 per cent. of our shares.

BIPDIC
Beijing International Power Development and Investment Company is a State-owned enterprise established and
controlled by the Beijing Municipal Government. As at 15 August 2003, BIPDIC held 13.01 per cent. of our
shares.

HCIC
Hebei Construction Investment Company is a State-owned enterprise established and controlled by the Hebei
Provincial Government. As at 15 August 2003, HCIC held 13.01 per cent. of our shares.

TIC
Tianjin Jinneng Investment Company is a State-owned enterprise established and controlled by the Tianjin
Municipal Government. As at 15 August 2003, TJIC held 10.84 per cent. of our shares.

Agreement between the Company and the Principal Shareholders

Each of NCPGC, BIPDIC, HCIC and TJIC has agreed to grant us the right of first refusal, at our option, to
develop, construct and operate all future power generation projects within the BTT Area pursuant to agreements
entered into in 1997 and 1998, respectively. To date, we have exercised this right with respect to the development,
construction and operation of Zhangjiakou Power Plant and the power plants owned by Datang Panshan Power
and Datang Tuoketuo Power.

Following the implementation of the reform principle of “unbundling generation and transmission assets” and
the establishment of CDT, NCPGC focuses on power transmission and distribution business and ceases to
develop or own any power generating assets (except power generating facilities required for discharging its
dispatch functions) in the BTT Area. Accordingly, the right of first refusal granted by NCPGC has been
terminated. However, CDT has undertaken to us that for so long as CDT remains our controlling shareholder
and subject to the operation of market principles and on normal commercial terms, we shall, at our option, have
a preferential right to develop and acquire power projects in the areas in which CDT has operations and that
CDT will not compete with us in relation to the acquisition and development of power projects.

RELATED PARTY TRANSACTIONS

NCPGC and its affiliates are the principal managers of the electric power industry for the North China Power
Network. Due to NCPGC’s historical position as our majority shareholder, we have a number of arrangements
and agreements with NCPGC and its affiliated companies. See “Business — Major operating agreements and
arrangements”.

The agreements and arrangements entered into between NCPGC and ourselves were the subject of arm’s length
negotiations and have been entered into either (a) on normal commercial terms (which expression has been
applied by reference to transactions of a similar nature made by similar entities within the PRC), or (b) where
there is no available comparison, on terms that our Directors have determined are fair and reasonable so far as
our shareholders are concerned. These agreements are no longer related party transactions as NCPGC has
transferred its interest in us to CDT.
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DIRECTORS

The Articles of Association provide for up to 17 Directors. As of 15 August 2003, the Board of Directors consists
of 14 Directors and is accountable to the shareholders’ general meeting. As of 15 August 2003, CDT and each
of BIPDIC, HCIC and TJIC have two Directors on the Board of Directors, and two Directors are independent
non-executive directors. The Directors are elected at the meeting of our shareholders for a term of three years,

renewable upon re-election and re-appointment. The functions and duties conferred on the Board of Directors
include:

> convening shareholders’ meetings and to report its work to the shareholders’ meetings;
> implementing the resolutions of the shareholders’ meetings;

> determining our business plans and investment plans;

> formulating our annual budget and final accounts; and

> formulating our proposals for dividend and bonus distributions and for the increase or reduction of capital
as well as to exercise other powers, functions and duties as conferred by the Articles of Association.

The following individuals have been appointed to serve as our directors and officers:

Name Age Position

Yu Hongji v, 60 Executive Director

Zhang Yi .ecevevernevienrencoinenennens 5SS Executive Director, Vice Chairman and General Manager
Yang Hongming ......ccevcvverceneenne 56 Executive Director, Deputy General Manager
Wang Xianzhou ......cccoeeeeviecnnas 49 Executive Director, Chief Financial Officer
Zhal RUoyu .cccovvnenreenrieirenns 56 Non-Executive Director, Chairman

Hu Shengmu ..c.coovvvevininrernenenne 42 Non-Executive Director

Yang Jiayi cocevenenronsineeenennceninne 44 Non-Executive Director

Liu Haixia .o 41 Non-Executive Director

Su Tiegang ....coocvvevvviicincnnennnn. 54 Non-Executive Director

Ye Yonghui ..oceveiviininincnienennen, 50 Non-Executive Director

Tong Yunshang .......ccoveveeinenas 61 Non-Executive Director

Zhang Wantuo ......c.ceecenerceenniens 56 Non-Executive Director

Xu Daping ..ocoeveeenviinmenncnnes 59 Independent Non-Executive Director

Wu Zhentao .....ccoceovenerenrinennne 49 Independent Non-Executive Director

The terms of all of our Directors and our supervisors will expire on 30 June 2004 unless renewed.
Executive directors

Yu Hongji (F#%E)

Executive director, Mr. Yu (aged 60) graduated from the Mechanical and Electrical Engineering Department of
Tsinghua University and is a professor-grade senior engineer. Mr. Yu joined North China Power System in 1968
and has held various positions and offices including Head of Shanxi Liangziguan Power Plant and Datong Power
Plant No. 2 and had been the Deputy Director of North China Power Administration Bureau and the Deputy
General Manager of North China Power United Company since 1991. Later he became the Depury General
Manager of NCPGC. Mr. Yu was the Vice Chairman and General Manager of the Company from July 1999 to
3 March 2003, when the Board of Directors approved Mr. Yu’s resignation from the offices of Vice Chairman
and General Manager. Mr. Yu has long been engaged in areas of power production, production technology
management and operational management. He has extensive experience in power generation and operational
management.
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Zhang Yi (%)

Vice Chairman and General Manager, Mr. Zhang (aged 55) is a postgraduate of the North China Power College
majoring in thermal engineering and is a professor-grade senior engineer. Mr. Zhang is currently the Vice
Chairman and General Manager of the Company. Mr. Zhang joined North China Power System in 1982 and has
held various positions and offices including Head of the Thermal Engineering Office, Deputy Director of the
North China Power Laboratory, Deputy Head of North China Power Institute and Plant Manager of the Tianjin
Dagang Power Plant. Mr. Zhang was the Deputy Chief Engineer and Manager of the Technology Department of
NCPGC. He joined the Company as Deputy General Manager in December 1998 and became the Vice Chairman
and General Manager of the Company since March 2003. Mr. Zhang is experienced in power plant systems and
equipment, with specific expertise in thermal engineering facilities. Mr. Zhang is a government-sponsored expert
designated by the State Council.

Yang Hongming (#t85)

Deputy General Manager and Secretary to the Board of Directors, Mr. Yang (aged 56) graduated from the North
China Power College majoring in power systems and automation. He is a senior economist and currently the
Deputy General Manager and Secretary to the Board of Directors of the Company. Mr. Yang joined the North
China Power System in 1968 as he worked at the Handan Power Supply Bureau in Hebei Province. Mr. Yang had
held various positions including Technician of Handan Power Supply Bureau in Hebei, as well as Research
Analyst and the Deputy Chief of the Production Control Office in the Hebei Provincial Economic and Trade
Commission. He became the Company’s Deputy Chief Economist, Manager of the Planning and Development
Department and Chief Economist in July 1996. Mr. Yang was appointed as the Deputy General Manager of the
Company in March 2003, Mr. Yang has extensive experience in macroeconomics and marketing and sales in the
power industry, and is particularly well-experienced in respect of government regulations.

Wang Xianzhou (E5% &)

Chief Financial Officet, Mr. Wang (aged 49) graduated from the Beijing Broadcast Television University majoring
in industrial statistics. Mr. Wang is a senior accountant and the Chief Financial Officer of the Company. Mr.
Wang joined North China Power System in 1970 and had since held various positions including Head of the
Financial Department of Xia Hua Yuan Power Plant and Deputy Chief Accountant and Head of the Financial
Division of Zhang Jia Kou Power Plant. Since 1995, Mr. Wang had held various positions including Deputy
Financial Manager and Financial Manager of NCPGC, Financial Manager and Chief Accountant of the
Company. Mr. Wang has been Chief Financial Officer of the Company since August 2000. With his long-standing
involvement in the area, Mr. Wang has acquired extensive experience in the financial management of power
compatnies.

Non-executive directors

Zhai Ruoyu (BZ &)

Chairman, Mr. Zhai (aged 56) graduated from the Economic Management Department of Liaoning University
and is a professor-grade senior engineer. Mr. Zhai is currently the Chairman of the Company and General
Manager of CDT. Mr. Zhai has worked at the Liaoning Power Plant since 1966 and held various offices including
Deputy Director and Director. Since 1992, Mr. Zhai had assumed various positions and offices including Deputy
Chief of Security and Environmental Protection Division of the Ministry of Energy of the PRC, Deputy Director
of the Safety Production Department, Vice Director and Director of the Supervisory Bureau of the PRC Ministry
of Power Industry as well as Head of General Office of the State Power Corporation of the PRC Ministry of
Power Industry. In March 1999, Mr. Zhai took up the position of General Manager of the Northeast branch of
the State Power Corporation. He served as General Manager of NCPGC since December 2000 and became the
General Manager of CDT since December 2002. Having been in the power industry for over 30 years, Mr. Zhai
has long been engaged in areas of power production, production technology management, administration and
financial management. He has extensive experience with specific expertise in power generation and business
management.

Hu Shengmu ($B£2K)

Chief Financial Controller of CDT, Mr. Hu {aged 42) is a university graduate and a senior accountant and is
currently the Chief Financial Controller of CDT. Mr. Hu joined North China Power System as he worked in the
Beijing Power Supply Bureau in 1981. He had been Deputy Head and Deputy Manager of the Finance
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Department of the North China Power Administration Bureau, Chief Accountant and Financial Manager of the
Company and Chief Accountant of NCPGC. Mr. Hu was appointed Chief Accountant of CDT in January 2003.
Mr, Hu has been involved in financial management of power system for 22 years. He is well-experienced in
financial management and has extensive experience in financial practices.

Yang Jiayi (#%% 3)
Deputy General Manager of BIPDIC, Mr. Yang (aged 44) graduated from the Faculty of Civil Engineering of
Taiyuan University of Technology majoring in industrial and civil construction and Zhongnan University of
Finance and Economics majoring in investment economics. Mr. Yang is a master degree holder and an associate
professor in Economics, a certified public accountant as well as a senior engineer. He had worked in the
Municipal Construction Commission of Yuci City, Shanxi Provinee since 1982. In 1983, he pursued postgraduate
studies in investment economics in Zhongnan University of Finance and Economics. Subsequently, Mr. Yang
taught in the Department of Investment at the Central University of Finance & Economics from 1986 to 1996
and had been the Deputy Head of Department of Investment at the Central University of Finance & Economics.
In 1994, Mr. Yang studied at the Faculty of Business Administration of Grenoble Business School No. 2 in France
and has been the Deputy General Manager of BIPDIC since 1996. He was engaged in research projects at the
~School of Government at Harvard University, the United States, from September 2000 to January 2001. With his
long-standing involvement in the academic profession and actual practice of investment management, Mr. Yang
has acquired extensive experience in corporate financial management and investment and corporate finance
planning.

Liu Haixia ()# i)

Assistant to General Manager of BIPDIC, Mr. Liu (aged 41) graduated from the North China Power College
majoring in power plant thermal energy. He subsequently pursued his postgraduate studies in Business
Administration in the Renmin University of China. He is a senior engineer and joined Beijing Electric Power
Company in 1983 and had since undertaken the positions of Technician, Engineer and Assistant to Manager and
Deputy Manager. He has been the Assistant to General Manager of BIPDIC since 1998. With his long-standing
involvement in corporate management and planning management of power companies, Mr. Liu has acquired
extensive experience in corporate management and industrial planning and investment.

Su Tiegang (Fr%:i%)

Deputy General Manager of HCIC, Mr. Su (aged 54) is a university graduate and a senior engineer. He started
his career in 1968 and had worked in the Provincial Construction Commission of Qinghai and Qinghai No. 3
Construction Engineering Company. Mr. Su became the Head of Project Office of HCIC in 1989. In 1991, Mr.
Su served in the Hebei Provincial Planning Committee as Head of the Investment Department. He has been the
Deputy General Manager of HCIC since December 1995. With his long-standing involvement in corporate
management and planning management, Mr. Su is well-experienced in corporate management and industrial
planning and investment.

Ye Yonghui (k&)

Manager of the Energy Branch of HCIC, Mr. Ye (aged 50) started his career in 1969 and joined the Energy
Branch of HCIC in 1990, and has held various positions including Administrative Officer, Deputy Manager and
Manager of the Jibei Branch. From August 1999 to date, he has been the Manager of the Energy Branch of HCIC.
With his long-standing involvement in corporate management and planning management, Mr. Ye has acquired
extensive experience in corporate management and industrial planning and investment.

Tong Yunshang (% ft.L)

General Manager of TJIC, Mr. Tong (aged 61) graduated from the Northeast Forestry College and is a
professor-grade senior engineer. He started his career in 1965 in Tianjin Stationery Company. Subsequent to this,
he had held various positions including being the Plant Manager of Tianjin Paper Manufacturing Company and
Head of Industrial Department of Tianjin Municipal Planning Committee. He has been the General Manager of
TJIC since 1996. With his long-standing involvement in corporate management and planning management, Mr.
Tong is well-experienced in corporate management and industrial planning and investment.
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Zhang Wantuo (7 /73%)

Deputy General Manager of TJIC, Mr. Zhang (aged 56) graduated from the Tianjian University of Finance and
Economics. Mr. Zhang started his career in 1970 in the Tianjin Teachers Institute. He has been the cadre, Deputy
Division and Director of the Energy Department of Tianjin Municipal Planning Committee since March 1981.
In February 1999, he became Deputy General Manager of TJIC. With his long-standing involvement in energy
planning and planning management, Mr. Zhang has acquired extensive experience in corporate management and
power planning and investment.

Independent non-executive directors

Xu Daping (KT )

Mr. Xu graduated from Qinghua University specialising in heat measurement and automatic control. In 1967.
Mr. Xu joined the First Engineering Bureau under the Ministry of Hydraulic Power engaging in the management
of construction technology. In 1979, he joined Gezhouba Hydraulic Power Engineering College and served as an
instructor and department dean and became vice dean of the College in 1985 and dean in 1991. In 1993, Mr. Xu
became vice dean of Beijing Power Economy College and vice dean of North China Electric Power University. Mr.
Xu is currently party secretary of North China Electric Power University. Mr. Xu has extensive knowledge and
practical experience in the power generation industry and in management. Mr. Xu holds the title of professor. Mr.
Xu became an Independent Non-Executive Director in 1996.

Wu Zhentao (RE %)
Mr. Wu graduated from Beijing Industry University. Mr. Wu is a Managing Director of Guo Tai International
Group. Mr. Wu became an Independent Non-Executive Director in 1997.

SUPERVISORS

Our supervisory committee is responsible for monitoring the activities of our Board of Directors and
management. Qur supervisory committee consists of three supervisors, two of whom are shareholder
representatives elected or removed by our shareholders in a general meeting of shareholders and one of whom
is an employee representative elected or removed by the our staff,

Under the PRC Company Law, a joint stock limited company is required to establish a supervisory committee
and this requirement is reflected in the Articles of Association. The term of office of our supervisors is three years,
renewable upon re-election and re-appointment. An elected supervisor cannot concurrently hold the position of
director, general manager, assistant general manager or chief executive in charge of finance. The functions and
powers conferred on our supervisory committee include:

> attending board meetings;
> examining our financial affairs; and

> examining balance sheets, profit and loss accounts, business reports, dividend distribution proposals and
other finarcial information proposed at shareholders’ general meetings by our Directors from time to time.

In the case of any conflict of interests between us and any of our Director or management officers, the supervisors
shall confer with or initiate legal proceedings against such Directors or management officers on our behalf. A
resolution proposed at any meeting of the supervisory committee shall be adopted only if it is approved by not
less than two-thirds of our supervisors.

Zhang Jie (7))

Chairman of the Supervisory Committee and Head of the Disciplinary Unit and Supervisory and Auditing
Department, Mr. Zhang (aged 55) graduated from the Central Communist Party School majoring in political
theories. Mr. Zhang is a senior economist and Chairman of the Supervisory Committee of the Company. He
started his career in 1968 and joined the North China Power System in 1973. Mr. Zhang had held various
positions and offices including, Deputy Head of the Publicity Division, Deputy Director of the Maintenance
Office and General Secretary to the Party Committee of Datong General Power Plant and Chairman of the Staff
Union of Datong Second Power Plant. He had worked in Chengde Power Supply Company as the Secretary to
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the Party Committee in 1994 and in Beijing Power Supply Company (Power Supply Bureau) as the Deputy
Secretary to the Party Committee in January 1995. Mr. Zhang has been the Chairman of the Supervisory
Committee of the Company since September 2000. Mr. Zhang has long been engaged in management work at
power enterprises and has extensive experience in administrative management.

Fu Guogiang ({#E3%)

Deputy Head of the Finance Department of CDT, Mr. Fu (aged 40) is a university graduate and a senior
accountant. He was the Head of the Finance and Assets Management Department of Hebei Power Company and
Manager of the Finance Department of NCPGC. Mr. Fu assumed the position as the Deputy Head of the Finance
Department of CDT since January 2003. Mr. Fu has been engaged in finance management in power system for
an extensive period and has accumulated extensive experience in practice and management.

Shi Xiaofan (AR )

Assistant to General Manager and Head of the Human Resources Department, Mr. Shi (aged 51) was tertiary
educated and is a senior economist. Mr. Shi had worked in NCPGC as the Head of the Personnel Department
and became the Head of the Human Resources Department of the Company in 1996 and also the Assistant to
General Manager of the Company in March 2003. Mr. Shi is well-experienced in human resources development
and management in the power industry and has extensive experience in the management of human resources in
the sector.

SENIOR MANAGEMENT

Yu Libin (£ )

Deputy General Manager, Mr. Yu (aged 58) graduated from the North China Power College majoring in thermal
dynamics with a master’s degree. Mr. Yu is a professor-grade senior engineer and currently a Deputy General
Manager of the Company. He started his career in Northeast Power Construction Company in 1966 and has
served as Deputy Director of Yuan Bao Shan Power Plant, Head of Power Generation Division of the Northeast
Power Administration Bureau’s Production Department, Director of Tieling Power Plant, Deputy Chief Engineer
and Head of the Production Department of Northeast Power Group Company as well as Deputy General
Manager of Liaoning Power Generation Company Limited. Mr. Yu took up the position of Deputy General
Manager of Shanxi Power Generation Company Limited in November 2000 and became Deputy General
Manager of the Company in March 2003. Mr. Yu has worked in North China Power System for over 30 years
and is well-experienced in the areas of power generation and management.

Wei Yuan (FHiT)

Deputy General Manager, Mr. Wei (aged 47) graduated from the Hebei Broadcast & TV University majoring in
party politics. Mr. Wei is a senior economist and currently Deputy General Manager of the Company. He joined
North China Power System in 1977, serving various positions and offices including Director of the plant of
Tangshan Power, Deputy Director and Secretary to Party Committee of Dou He Power Plant and Director of
Qinhuangdao Thermal Power Plant. Mr. Wei became the Company’s Deputy Chief Economist and Manager of
the Development and Planning Department in April 1998 and became Deputy General Manager of the Company
in March 2003. Mr. Wei has extensive experience in power plant administration and production management.

Qiao Xinyi (F+H—)

Director of the Work Division Committee and Head of Corporate Culture Department, Mr. Qiao (aged 51)
graduated from the North China Power College majoring in thermal dynamics. He is a senior economist and is
currently Director of the Work Division Committee and Head of Corporate Culture Department of the
Company. Mr. Qiao joined the North China Power System in 1969. Mr. Qiao had undertaken positions and
offices as Assistant to Director, Deputy Director and Assistant Manager of Human Resources Department of
NCPGC and Deputy General Manager of Qinhuangdao Power Company. He became Director of the Work
Deployment Committee and Head of the Professional Culture Department of the Company in February 2000.
Mzr. Qiao has been involved in the corporate and operational management of power generation companies for
many years and is well-experienced in administrative management.

Qiu Ling (5RRE&)

Chief Economist, Mr. Qiu (aged 57) graduated from the Beijing Power College majoring in thermal engineering
automation. He is a professor-grade senior engineer and is currently the Chief Economist of the Company. Mr.
Qiu started his career in 1970 in Luan He Power Plant and had since held various positions and offices including
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Deputy Director of Hebei Electric Power Testing & Research Institute, Engineering Officer of the Production
Technology Department in NCPGC and Engineering Officer of the Power Station Construction Department. Mr.
Qiu has served the Company as Engineer Officer and Manager of the Construction Department since 1999 and
became the Chief Economist of the Company in March 2003. Mr. Qiu has been involved in power generation
technology for a long time and is well-experienced in power generation construction.

Zhao Qingzheng (¥ H )

Assistant to the General Manager, Mr. Zhao (aged 59) graduated from Beijing Power College majoring in thermal
dynamics. He is a senior economist and has been an Assistant to General Manager of the Company since 1999.
Mr. Zhao started his career in 1968 and had since held various positions and offices including Deputy Director
of Beijing Thermal Power Plant and The General Thermal Power Plant, Head of Finance Department of NCPGC,
General Manager of North China Power Industrial Company and Deputy General Manager of NCPGC. Mr.
Zhao is well experienced in management of power companies.

Cai Enzhi (32838)

Deputy Chief Engineer, Mr. Cai (aged 59) graduated from Jilin Power College majoring in thermal dynamics. Mr.
Cai is a professor-grade senior engineer and joined the North China Power System in 1967 and served as the
Manager of Hebei First Power Infrastructure Company and Deputy Chief Engineer of NCPGC. He became the
Deputy Chief Engineer of the Company in 1999. Mr. Cai is knowledgeable in power production facilities and
corporate management and is well-experienced in management of power companies.

Song Yuluo (KE# )

Deputy Chief Engineer and Manager of the Safety and Environmental Protection Department, Mr. Song (aged
49) graduated with a master’s degree from North China Power University majoring in thermal dynamics. He is
a senior engineer and started his career in 1968, joined the North China Power System in 1976 and served as
Deputy Director and Director of Datong Power Plant No.2 in 1985 and 1994, respectively. He became the
Deputy Chief Engineer of the Company in January 1997 and the Production Manager in October 2000. Mr. Song
is knowledgeable in power production process and corporate production process management and is well-
experienced in management of power generation business.

Zhu Guanqun (K TE)

Deputy Chief Economist, Mr. Zhu (aged 43) graduated from Zhejiang University majoring in precision
engineering. He is a senior engineer and joined the North China Power System in 1982 and served as the Deputy
Director of Beijing General Power Equipment Plant, Deputy Manager of General Planning Department and
Deputy Manager of Finance Department of NCPGC as well as General Manager of North China Power
International Trading Company. He became the Deputy Chief Economist of the Company in January 2002. Mr.
Zhu has extensive experience in management and marketing of power generation business.

Tong Yiying (& X&)

Deputy Chief Engineer and Manager of Operation Department, Mrs. Tong graduated from North China Power
College with Masters in Engineering, majoring in thermal dynamics. She joined the North China Power System
in 1983 and has held various positions in different power enterprises. Mrs.Tong is knowledgeable in management
of power operation and has extensive experience in operational management of power companies. She holds the
professional title of senior engineer. She has held her current positions in the Company since May 2003.

EXECUTIVE COMPENSATION

For the year ended 31 December 2002, we paid to the executive directors, non-executive directors and
supervisors a total of RMB 2.2 million in emoluments. We do not pay our directors or supervisors any fees.
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Terms and conditions of the Bonds

The following terms and conditions (subject to amendment and except for the sentences in italics) will be
endorsed on the Certificates issued in respect of the Bonds.

The issue of the US$153,800,000 0.75 per cent. Convertible Bonds due 2008 of Beijing Datang Power
Generation Company Limited (the “Company”) was authorised by resolutions of the Board of Directors of the
Company passed on 14 August 2001, 19 February 2002, 8 May 2003 and 22 August 2003, by special resolutions
of the shareholders of the Company passed on 10 May 2002 and 10 July 2003, and by special resolutions of the
holders of the Domestic Shares of the Company and holders of the H Shares of the Company passed on 10 May
2002 and 10 July 2003. The Bonds are constituted by a trust deed to be dated on or about 9 September 2003
(the “Trust Deed”) between the Company and J.P. Morgan Corporate Trustee Services Limited (the “Trustee”,
which expression shall include all persons for the time being the trustee or trustees under the Trust Deed) as
trustee for the holders (as defined below) of the Bonds. The statements set out in these Terms and Conditions (the
“Conditions”) include summaries of, and are subject to, the detailed provisions of the Trust Deed. The
Bondholders (as defined below) are entitled to the benefit of, and are bound by, and deemed to have notice of,
all the provisions of the Trust Deed and those applicable to them of the Registrar, Paying, Conversion and
Transfer Agency Agreement to be dated on or about 9 September 2003 (the “Agency Agreement”) relating to the
Bonds between the Company, the Trustee, JPMorgan Chase Bank as principal paying, conversion, replacement
and transfer agent, J.P. Morgan Bank Luxembourg S.A. as registrar and other paying, conversion and transfer
agents named therein. The registrar, principal agent, conversion agents, paying agents and transfer agents for the
time being are referred to below as the “Registrar”, the “Principal Agent”, the “Conversion Agents” (which
expression shall include the Principal Agent), the “Paying Agents” (which expression shall include the Principal
Agent) and the “Transfer Agents” (which expression shall include the Registrar) respectively (together, the
“Agents”). Unless otherwise defined, terms used in these Conditions have the meaning specified in the Trust
Deed. Copies of the Trust Deed and the Agency Agreement are available for inspection during normal business
hours at the principal office for the time being of the Trustee (being at the date of issue hereof at Trinity Tower,
9 Thomas More Street, London E1W 1YT, United Kingdom) and at the specified offices of the Paying Agents,
the Conversion Agents and the Transfer Agents.

1 FORM, DENOMINATION AND TITLE

(a) Form

The Bonds are issued in registered form in the denomination of US$1,000. A bond certificate (each a
“Certificate”) will be issued to each Bondholder in respect of its registered holding of Bonds. Each Bond and each
Certificate will have an identifying number which will be recorded on the relevant Certificate and in the register
of Bondholders which the Company will procure to be kept by the Registrar.

The Bonds will be evidenced by a Global Certificate in registered form which will be deposited with a common
depositary for, and registered in the name of a common nominee of, Clearstream, Luxembourg and Euroclear.

Except in the limited circumstances described in the Agency Agreement, owners of interests in Bonds evidenced
by the Global Certificate will not be entitled to receive physical delivery of definitive Certificates in respect of
their individual holdings of Bonds. The Bonds are not issuable in bearer form.

(b) Title

Title to the Bonds will only pass by transfer and registration in the register of Bondholders as described in
Condition 3. The registered holder of any Bond will (except as otherwise required by law or as ordered by a court
of competent jurisdiction) be treated as its absolute owner for all purposes (whether or not it is overdue and
regardless of any notice of ownership, trust or any interest in it, or any writing on the Certificate or its theft or
loss) and no person will be liable for so treating such person. In these Conditions, “Bondholder” and (in relation
to a Bond) “holder” mean the person in whose name a Bond is registered.

2 STATUS

The Bonds are direct, unconditional, (subject to the provisions of Condition 4) unsecured and unsubordinated
obligations of the Company and (subject as aforesaid) rank and will rank pari passu, without any preference or
priority among themselves and with all other outstanding, direct, unconditional, unsecured and unsubordinated
obligations of the Company, present and future, but, in the event of insolvency of the Company, only to the extent
permitted by mandatory provisions of applicable laws.
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3  REGISTRATION AND TRANSFERS OF BONDS

(a) Registration

The Company will cause to be kept at the specified office of the Registrar a register (the “Register”) on which
shall be entered the names and addresses of the holders of the Bonds and the particulars of the Bonds held by
them and of all transfers of Bonds.

(b) Transfers

Subject to the Agency Agreement and to Condition 3(f), a Bond may be transferred by delivering the Certificate
issued in respect of that Bond, with the form of transfer on the back duly completed and signed, to the specified
office of the Registrar or any of the other Transfer Agents. No transfer of title to any Bond will be effective unless
and until entered on the Register.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in accordance with the
rules of the relevant clearing systems. '

(c) Delivery of new Certificates

Each new Certificate to be issued upon transfer of Bonds will, within three business days of receipt by the relevant
Transfer Agent of the duly completed and signed form of transfer, be made available for collection at the specified
office of the relevant Transfer Agent or, if so requested in the form of transfer, be mailed by uninsured mail at
the risk of the holder entitled to the Bond (but free of charge to the holder) to the address specified in the form
of transfer.

Except in the limited circumstances described in the Agency Agreement (see “The Global Certificate —
Registration of Title”), owners of interests in the Bonds evidenced by the Global Certificate will not be entitled
to receive physical delivery of definitive Certificates in respect of their individual holdings of Bonds.

Where only some but not all of the Bonds in respect of which a Certificate is issued is to be transferred, converted
or redeemed, a new Certificate in respect of the principal amount not so transferred, converted or redeemed will,
within seven business days of deposit or surrender of the original Certificate with or to the relevant Transfer
Agent, Paying Agent or Conversion Agent, be made available for collection at the specified office of the Transfer
Agent, Paying Agent or Conversion Agent or, if so requested by the holder, be mailed by uninsured mail at the
risk of the holder of the principal amount of the Bond (but free of charge to the holder) not so transferred,
converted or redeemed to the address of such holder appearing on the Register.

For the purposes of this Condition 3, “business day” shall mean a day on which banks are open for business in
the city in which the specified office of the relevant Transfer Agent, Conversion Agent or Paying Agent with
whom a form of transfer or Certificate is deposited in connection with a transfer or conversion is located.

(d) Formalities free of charge

Registration of transfer of Bonds will be effected without charge by or on behalf of the Company or any of the
Transfer Agents, but upon payment (or the giving of such indemnity as the Company or any of the Transfer
Agents may require) in respect of any tax or other governmental charges which may be imposed in relation to
1t.

(e) Closed periods

Neither the Company nor the Registrar will be required to register the transfer of a Bond (i) in respect of which
a Conversion Notice (as defined in Condition 6(c)} has been delivered in accordance with Condition 6(c), (ii)
during the period of seven days ending on (and including) the date of redemption pursuant to Condition 7(b) or
Condition 7(c), or (iii} the Certificate in respect of which has been deposited pursuant to Condition 7(d) or
Condition 7(e), or (iv) during the period of seven days ending on (and including) any due date for the payment
of interest.

()  Regulations

All transfers of Bonds and entries on the Register will be made subject to the detailed regulations concerning
transfer of Bonds scheduled to the Agency Agreement. The regulations may be changed by the Company, with
the prior written approval of the Trustee and the Registrar. A copy of the current regulations will be mailed (free
of charge) by the Registrar to any Bondholder on request.
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4 NEGATIVE PLEDGE

So long as any Bond remains outstanding (as defined in the Trust Deed), the Company will not, and will not
permit any of its Subsidiaries to, create or permit to exist any Security Interest upon the whole or any part of their
respective undertakings, assets or revenues, present or future (whether now owned or hereafter acquired) to
secure any of its Relevant Indebtedness (or to secure any guarantee or indemnity in respect of Relevant
Indebtedness) without making effective provision whereby the Company’s obligations under the Bonds and the
Trust Deed are (aa) secured equally and rateably therewith to the satisfaction of the Trustee, or (bb) have the
benefit of such other security, guarantee, indemnity or other arrangement as the Trustee in its absolute discretion
shall deem to be not materially less beneficial to the Bondholders or as shall be approved by an Extraordinary
Resolution (as defined in the Trust Deed) of the Bondholders.

For the purposes of these Conditions,

“Relevant Indebtedness” means any present or future indebtedness for borrowed money which is in the form of,
or represented or evidenced by bonds, notes, debentures, loan stock or other securities which, with the agreement
of the Company or the relevant Subsidiary, as the case may be, are or are capable of being quoted, listed, dealt
in or traded on a stock exchange, or an over-the-counter or other recognised securities market.

“Security Interest” means any mortgage, charge, pledge, lien or other form of encumbrance or security interest.

“Subsidiary” means (i) any company or any other entity (whether having legal personality or not) of which the
Company owns or controls (either directly or through or together with another or other Subsidiaries) more than
50 per cent. of the issued share or registered capital or other ownership interest having voting power to elect
directors, managers or trustees of such company or other entity or {ii) any company or other entity which at any
time has its accounts consolidated with those of the Company or which, under the laws of the People’s Republic
of China (“PRC?), regulations or generally accepted accounting principles applicable to joint stock limited
companies or companies limited by shares from time to time or under International Accounting Standards (as
defined in the Trust Deed) from time to time, is required to have its accounts consolidated with those of the
Company.

5  INTEREST

(a) Interest rate

The Bonds bear interest from and including 9 September 2003 (the “Closing Date™) at the rate of 0.75 per cent.
per annum of the principal amount of the Bonds. Interest is payable semi-annually in equal instalments in arrear
on 9 March and 9 September in each year (each an “Interest Payment Date™), commencing on 9 March 2004.
If interest is required to be calculated for a period of less than one year, it will be calculated on the basis of a
360-day year consisting of 12 months of 30 days each and, in the case of an incomplete month, the actual number
of days elapsed.

(b) Accrual of interest

Each Bond will cease to bear interest (i) where the Conversion Right shall have been exercised by a Bondholder
or by the Trustee pursuant to Condition 6(g), from the Interest Payment Date immediately preceding the relevant
Conversion Date or, if none, the Closing Date (subject in any such case as provided in Condition 6{e)) or (ii) from
the due date for redemption thereof unless, upon surrender of the Certificates in accordance with Condition 8§,
payment of the principal is improperly withheld or refused and in such event such Bond shall continue to bear
interest (both before and after judgment) up to but excluding the date on which payment in full of the principal
thereof is made.

6 CONVERSION
(a) Conversion rights

(i)  Comnwversion Period: Each Bond shall entitle the holder to convert (such right a “Conversion Right”)
during the Conversion Period such Bond into Shares, credited as fully paid. A Bondholder may
exercise the Conversion Right in respect of a Bond by delivering the relevant Certificate in respect of
such Bond to the specified office of any Conversion Agent in accordance with Condition 6(c),
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(i)

whereupon the Company shall issue to the Bondholder Shares credited as paid up in full and are
non-assessable as provided in this Condition 6. Subject to, and upon compliance with, the provisions
of these Conditions, the Conversion Right in respect of a Bond may be exercised, at the option of the
Bondholder thereof, at any time (subject to any applicable fiscal or other laws or regulations and as
hereinafter provided) from 20 October 2003 up to the close of business (at the place where the
relevant Certificate is delivered for conversion) on the date falling seven days prior to the Final
Maturity Date (as defined below) (both days inclusive) or, if the Bonds shall have been called for
redemption pursuant to Condition 7(b) or Condition 7(c) prior to the Final Maturity Date, then up
to, and including, the close of business (at the place aforesaid) on the seventh day before the date fixed
for redemption thereof, unless there shall be default in making payment in respect of such Bond on
such date fixed for redemption, in which event the Conversion Right shall extend (unless already
exercised by the Trustee pursuant to Condition 6(g)) up to the close of business (at the place aforesaid)
on the date on which the full amount of such payment becomes available for payment and notice of
such availability has been duly given in accordance with Condition 16 or, if earlier, the Final Maturity
Date; provided that in each case if the final such date for the exercise of Conversion Rights is not a
business day at the place aforesaid then the period for exercise of the Conversion Right by
Bondholders shall end on the immediately preceding business day at the place aforesaid. The period
during which Conversion Rights may be exercised by a Bondholder is referred to as the “Conversion
Period”.

The number of Shares to be issued on exercise of a Conversion Right shall be determined by dividing
the principal amount of the relevant Bonds (o, in the case of a conversion of some but not all of the
Bonds represented by a Certificate, the principal amount thereof being converted) (translated into
Hong Kong dollars at the fixed rate of HK$7.799 = US$1.00) by the Conversion Price in effect on the
Conversion Date.

For the purposes of this Condition 6 with respect to any place, “business day” means a day (other
than a Saturday or Sunday) on which banks are open for business in such place.

Conversion Price: The price at which Shares will be issued upon conversion (the “Conversion Price”)
will initially be HK$5.558 per Share, subject to adjustment in the circumstances described in
Condition 6(b).

Fractions of Shares: Fractions of Shares will not be issued on conversion and no cash adjustment will
be made. However, if the Conversion Right in respect of more than one Bond is exercised at any one
time such thar Shares to be issued on conversion are to be registered in the same name, the number
of such Shares to be issued in respect thereof shall be calculated on the basis of the aggregate principal
amount of the Bonds being so converted. Notwithstanding the foregoing, in the event of a
consolidation or reclassification of Shares by operation of law or otherwise occurring after 9
September 2003, the Company will upon conversion of the Bonds pay in US dollars a sum equal to
such portion of the principal amount of the Bond or Bonds deposited for conversion as corresponds
to any fraction of a Share not issued as aforesaid if such sum exceeds US$10.

Revival after default: Notwithstanding the provisions of Condition 6(a)(i), if there is default in
making payment in full in respect of any Bond which shall have been calied for redemption on the
date fixed for redemption thereof, the Conversion Right attaching to such Bond will continue to be
exercisable {unless already exercised by the Trustee pursuant to Condition 6(g)) up to, and including,
the close of business (at the place where the Certificate evidencing such Bond is deposited for
conversion) on the date upon which the full amount of the moneys payable in respect of such Bond
has been duly received by the Principal Agent or the Trustee and notice of such payment has been
given in accordance with Condition 16 or, if earlier, 2 September 2008 and, notwithstanding the
provisions of Condition 6(a)(i) and Condition 6(c), any Bond in respect of which the Certificate and
Conversion Notice are deposited for conversion prior to such date shall be converted on the relevant
Conversion Date notwithstanding that the full amount of the moneys payable in respect of such Bond
shall have been received by the Principal Agent or Trustee before such Conversion Date or that the
Conversion Period may have expired before such Conversion Date.
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(v}  Meaning of Shares: In these Conditions, the expression “Shares” means (a) shares which, as of the
date of the issue of the Bonds, are designated as special renminbi-denominated shares in the registered
capital of the Company with a par value of RMB 1.00 each traded in Hong Kong dollars {commonly
referred to as “H Shares” as of the date of the issue of the Bonds) or shares of any class or classes
resulting from any subdivision, consolidation or re-classification of those shares, which as between
themselves have no preference in respect of dividends or of amounts payable in the event of any
voluntary or involuntary liquidation or dissolution of the Company and, (b) fully-paid and
non-assessable shares of any class or classes of the registered capital of the Company authorised after
the date of the issue of the Bonds which have no preference in respect of dividends or of amounts
payable in the event of any voluntary or involuntary liquidation or dissolution of the Company;
provided that, shares to be issued on conversion of the Bonds shall mean only “Shares” as defined in
(a) above.

(vi) Supplementary Provisions: Where the Trustee shall have exercised Conversion Rights pursuant to
Condition 6(g), all relevant Bonds in respect of which Conversion Rights are exercised shall, for the
purpose of this paragraph {vi), be deemed to be held by one person.

Conversion Rights may not be exercised in respect of a Bond where a Bondholder shall have exercised
its right to require the Company to redeem such Bond pursuant to Condition 7(d) or Condition 7(e).

A Conversion Right may not be exercised following the giving of notice by the Trustee pursuant to
Condition 12.

A Conversion Right may only be exercised in respect of one or more Bonds. Where a Conversion
Right is exercised in respect of some only but not all of the Bonds represented by a Certificate, the old
Certificate shall be cancelled and a new Certificate for the balance thereof shall be issued in
accordance with Condition 3(c) in lieu thereof without charge but upon payment by the holder of any
taxes, duties and other governmental charges payable in connection therewith.

The Company will procure that Shares to be issued on conversion will be issued to the holder of the
Bonds completing the relevant Conversion Notice, his nominee or the person specified in the
Conversion Notice or, where Conversion Rights have been exercised by the Trustee pursuant to
Condition 6(g), the Trustee on behalf of the relevant Bondholders or any person nominated by it.

(b) Adjustment of Conversion Price
The Conversion Price will be adjusted in the following circumstances:

(1)  Subdivision, consolidation and reclassification of Shares

If the Company shall (a) subdivide its outstanding Shares, (b) consolidate its outstanding Shares into a smaller
number of Shares, or (¢) re-classify any of its Shares into other securities of the Company, then the Conversion
Price shall be adjusted by multiplying the Conversion Price in force immediately prior to such alteration by the
following fraction:

A
B
where:

A = the nominal amount of one Share immediately after such subdivision, consolidation or reclassification; and
B = the nominal amount of one Share immediately before such subdivision, consolidation or reclassification.

An adjustment made pursuant to this Condition 6(b)(i) shall become effective immediately on the relevant event
referred to above becoming effective.
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(ii) Free distributions and bonus issues '

If the Company shall (a) make a free distribution of Company Shares (as defined in Condition 6(h)) or (b) make
a bonus issue of Company Shares (in either case credited as fully paid by way of capitalisation of profits or
reserves (including any share premium account or capital redemption reserve)) other than a Scrip Dividend of the
type referred to in Condition 6(b)(iii) below, the Conversion Price shall be adjusted by multiplying the Conversion
Price in force immediately prior to such issue by the following fraction:

A

B
where:

A = the aggregate nominal amount of the issued Company Shares of all classes immediately before such issue
or distribution; and

B = the aggregate nominal amount of the issued Company Shares of all classes immediately after such issue or
distribution.

An adjustment made pursuant to this Condition 6(b)(ii) shall become effective immediately on the relevant event
referred to above becoming effective or, if a record date is fixed therefor, immediately after such record date;
provided that in the case of a free distribution or bonus issue of Company Shares which must, under applicable
law of the PRC or, as the case may be, Hong Kong, be submitted for approval to a general meeting of
shareholders or be approved by a meeting of the Board of Directors of the Company before being legally paid
or made, and which is so approved after the record date fixed for the determination of shareholders entitled to
receive such distribution or issue, such adjustment shall, immediately upon such approval being given by such
meeting, become effective retroactively to immediately after such record date.

(iii) Dividend in Shares
If the Company shall issue any Company Shares by way of a Scrip Dividend where the Current Market Price or
Fair Value (as relevant) of such Company Shares:

(i)  exceeds 105 per cent., of the amount of the relevant cash dividend (the “Relevant Cash Dividend”) or the
relevant part thereof and which would not have constituted a Capital Distribution; and

(ii) is less than the Current Market Price per Share

then the Conversion Price in effect on the date when such dividend is declared (o, if the Company has fixed a
prior record date for the determination of shareholders entitled to receive such dividend, on such record date)
shall be adjusted by multiplying the Conversion Price in force immediately prior to such alteration by the
following fraction (assuming the Company has only two classes of Company Shares):

Al + A2 + Bl + B2
Al +A2+Cl1 +C2

where:

A1 = the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6(b)(xxil)
below) of one class, at the time of declaration of such dividend (or at the close of business in the PRC on
such record date as the case may be);

A2 =the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6(b}{xxii)
below)} of another class at the time of declaration of such dividend (or at the close of business in the PRC
on such record date as the case may be);

B1 = the aggregate nominal amount of the number of Company Shares of one class issued by way of such Scrip
Dividend multiplied by a fraction of which (i) the numerator is the amount per Company Share of that class
of the whole, or the relevant part, of the Relevant Cash Dividend and (ii) the denominator is the Current
Market Price or Fair Value (as relevant) of the number of Company Shares of that class issued in respect
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of each existing Company Share of that class in lieu of the whole, or the relevant part, of the Relevant Cash
Dividend;

B2 = the aggregate nominal amount of the number of Company Shares of another class issued by way of Scrip
Dividend multiplied by a fraction of which (i) the numerator is the amount per Company Share of that class
of the whole, or the relevant part, of the Relevant Cash Dividend and (ii) the denominator is the Current
Market Price or Fair Value (as relevant) of the number of Company Shares of that class issued in respect
of each existing Company Share of that class in lieu of the whole, or the relevant part, of the Relevant Cash
Dividend;

C1 = the aggregate nominal amount of the number of Company Shares of one class issued by way of Scrip
Dividend; and

C2 = the aggregate nominal amount of the number of Company Shares of another class issued by way of Scrip
Dividend,

provided if only one class of Company Shares is issued by way of Scrip Dividend, B2 and C2 shall be removed
from the above formula.

An adjustment made pursuant to this Condition 6(b)(iii) shall become effective as provided with respect to
Condition 6(b)(ii); provided that in the case of a Scrip Dividend which must, under applicable law of the PRC
or, as the case may be, Hong Kong, be submitted for approval to a general meeting of shareholders of the
Company before being legally paid, and which is so approved after the record date fixed for the determination
of holders of Company Shares entitled to receive such dividend, such adjustment shall, immediately upon such
approval being given by such meeting, become effective retroactively to immediately after such record date.

(iv) Rughts Issues to Shareholders

If the Company shall grant, issue or offer to all or substantially all Shareholders or to all or substantially all
holders of one or more classes of Company Shares rights entitling them to subscribe for or purchase Company
Shares:

(a) ata consideration per relevant Company Share receivable by the Company (determined as provided in the
Trust Deed) which is fixed on or prior to the record date mentioned below and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(i)  the Current Market Price per Share
at such record date; or

(b) at a consideration per relevant Company Share receivable by the Company which is fixed after the record
date mentioned below and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(ii) the Current Market Price per Share

on the date the Company fixes the said consideration,

then the Conversion Price in effect (in a case within (a) above) on the record date for the determination of holders
of Company Shares entitled to receive such rights or (in a case within (b) above) on the date the Company fixes
the said consideration shall be adjusted by multiplying the Conversion Price in force immediately prior to such
alteration by the following fraction (assuming the Company has only two classes of Company Shares):

Al + A2 + B1 + B2
Al+A2+Cl1+C2
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where:

A1 = the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6{b)(xxii)
below) of one class at the close of business in the PRC {in a case within (a) above) on such record date or
{(in a case within (b) above) on the date the Company fixes the said consideration;

A2 =the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6(b)(xxii)
below) of another class at the close of business in the PRC (in a case within (a) above) on such record date
or (in a case within (b} above) on the date the Company fixes the said consideration;

B1 = the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares would purchase at such Current
Market Price or Fair Value (as relevant) per relevant Company Share of such class specified in (a) or, as the
case may be, (b) above;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares would purchase at such Current
Market Price or Fair Value (as relevant) per relevant Company Share of such class specified in (a) or, as the
case may be, (b) above;

C1 = the aggregate nominal amount of the number of Company Shares of one class issued upon exercise of such
rights at the said consideration being (aa) the aggregate nominal amount of the number of Company Shares
of such class which underwriters have agreed to underwrite as referred to below or, as the case may be, (bb)
the aggregate nominal amount of the number of Company Shares of such class for which applications are
received from holders of Company Shares as referred to below save to the extent already adjusted for under
{aa); and

C2 = the aggregate nominal amount of the number of Company Shares of another class issued upon exercise of
such rights at the said consideration being (aa) the aggregate nominal amount of the number of Company
Shares of such class which underwriters have agreed to underwrite as referred to below or, as the case may
be, (bb) the aggregate nominal amount of the number of Company Shares of such class for which
applications are received from holders of Company Shares as referred to below save to the extent already
adjusted for under (aa),

provided that if only one class of Company Shares is issued by way of rights B2 and C2 shall be removed from
the above formula.

Subject as provided below, such adjustment shall become effective immediately after the latest date for the
submission of applications for such relevant Company Shares by holders of Company Shares entitled to the same
pursuant to such rights or (if later) immediately after the Company fixes the said consideration but retroactively
to immediately after the record date mentioned above.

If, in connection with a grant, issue or offer to the holders of Company Shares of rights entitling them to subscribe
for or purchase Company Shares, any Company Shares which are not subscribed for or purchased by the persons
entitled thereto are underwritten by other persons prior to the latest date for the submission of applications for
such Company Shares, adjustment shall be made to the Conversion Price in accordance with the above provisions
which shall become effective immediately after the date the underwriters agree to underwrite the same or (if later)
immediately after the Company fixes the said consideration but retroactively to immediately after the record date
mentioned above.

If, in connection with a grant, issue or offer to the holders of Company Shares of rights entitling them to subscribe
for or purchase Company Shares, any such Company Shares which are not subscribed for or purchased by the
underwriters who have agreed to underwrite as referred to above or by the holders of Company Shares entitled
thereto (or persons to whom holders of Company Shares have transferred such rights) who have submitted
applications for such Company Shares as referred to above are offered to and/or subscribed by others, no further
adjustment shall be made to the Conversion Price by reason of such offer and/or subscription.
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(v} Warrants issued to holders of Company Shares

If the Company shall grant, issue or offer to all or substantially all Shareholders or to all or substantially all
holders of one or more classes of Company Shares by way of rights, options, warrants or other rights (together
warrants) entitling them to subscribe for or purchase Company Shares;

{a) ata consideration per relevant Company Share receivable by the Company (determined as provided in the
Trust Deed) which is fixed on or prior to the record date for the determination of holders of Company
Shares entitled to receive such warrants and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and
(i)  the Current Market Price per Share
at such record date; or

(b) at a consideration per relevant Company Share receivable by the Company which is fixed after the record
date mentioned above and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and
(ii)  the Current Market Price per Share

on the date the Company fixes the said consideration,

then the Conversion Price in effect (in a case within {a) above) on the record date for the determination of holders
of Company Shares entitled to receive such warrants or {in a case within (b) above) on the date the Company
tixes the said consideration shall be adjusted by multiplying the Conversion Price in force immediately prior to
such alteration by the following fraction (assuming the Company has only two classes of Company Shares):

Al + A2 + B1 + B2
Al+A2+Cl+C2

where:

A1 =the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6(b){xxii)
below) of one class, at the close of business in the PRC (in a case within (a) above) on such record date or
(in a case within (b) above) on the date the Company fixes the said consideration;

A2 = the aggregate nominal amount of all Company Shares in issue (having regard to Condition 6(b)(xxii)
below) of another class, at the close of business in the PRC (in a case within (a) above) on such record date
or {in a case within (b) above) on the date the Company fixes the said consideration;

B1

the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class specified in (a) or, as the case may be, (b) above;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class specified in (a) or, as the case may be, (b} above;

C1 = the aggregate nominal amount of the number of Company Shares of one class to be issued upon exercise
of such warrants at the said consideration which, where no applications by holders of Company Shares
entitled to such warrants are required, shall be based on the number of warrants issued. Where applications
by holders of Company Shares entitled to such warrants are required, the aggregate nominal amount of the
number of Company Shares of such class shall be calculated based upon (aa) the number of warrants which
underwriters have agreed to underwrite as referred to below or, as the case may be, (bb) the number of
warrants for which applications are received from holders of Company Shares as referred to below save to
the extent already adjusted for under (aa); and
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C2 =the aggregate nominal amount of the number of Company Shares of another class to be issued upon
exercise of such warrants at the said consideration which, where no applications by holders of Company
Shares entitled to such warrants are required, shall be based on the number of warrants issued. Where
applications by holders of Company Shares entitled to such warrants are required, the aggregate nominal
amount of the number of such Company Shares of such class shall be calculated based upon (aa) the
number of warrants which underwriters have agreed to underwrite as referred to below oz, as the case may
be, (bb) the number of warrants for which applications are received from holders of Company Shares as
referred to below save to the extent already adjusted for under (aa),

provided if options, warrants or other rights are only issued in respect of one class of Company Shares, B2 and
C2 shall be removed from the above formula.

Subject as provided below, such adjustment shall become effective (i) where no applications for such warrants are
required from holders of Company Shares entitled to the same, upon their issue and (ii) where applications by
holders of Company Shares entitled to the same are required as aforesaid, immediately after the latest date for
the submission of such applications or (if later} immediately after the Company fixes the said consideration but
in all cases retroactively to immediately after the record date mentioned above.

If, in connection with a grant, issue or offer to all or substantially all Shareholders or to all or substantially all
holders of one or more classes of Company Shares of warrants entitling them to subscribe for or purchase
Company Shares in the circumstances described in Condition 6(b)(v), any warrants which are not subscribed for
or purchased by the holders of Company Shares entitled thereto are underwritten by others prior to the latest date
for the submission of applications for such warrants, an adjustment shall be made to the Conversion Price in
accordance with the above provisions which shall become effective immediately after the date the underwriters
agree to underwrite the same or (if later) immediately after the Company fixes the said consideration but
retroactively to immediately after the record date mentioned above.

If, in connection with a grant, issue or offer to all or substantially all Shareholders or to all or substantially all
holders of one or more classes of Company Shares of warrants entitling them to subscribe for or purchase
Company Shares, any warrants which are not subscribed for or purchased by the underwriters who have agreed
to underwrite as referred to above or by the holders of Company Shares entitled thereto (or persons to whom
holders of Company Shares have transferred the right to purchase such warrants) who have submitted
applications for such warrants as referred to above are offered to and/or subscribed by others, no further
adjustment shall be made to the Conversion Price by reason of such offer and/or subscription.

(vi) Issues of equity related securities to Shareholders or rights or warrants to subscribe for such securities

If the Company shall grane, issue or offer to all or substantially all Shareholders or to all or substantially all
holders of one or more classes of Company Shares any securities convertible into or exchangeable for Company
Shares or options, warrants or other rights to subscribe for or purchase such securities:

(a) ataconsideration per relevant Company Share receivable by the Company (determined as provided in the
Trust Deed) which is fixed on or prior to the record date mentioned below and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(i) the Current Market Price per Share
at such record date; or

{(b) ata consideration per relevant Company Share receivable by the Company (determined as aforesaid) which
is fixed after the record date mentioned below and is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(i) the Current Market Price per Share

on the date the Company fixes the said consideration,
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then the Conversion Price in effect (in a case within (a) above) on the record date for the determination of
shareholders entitled to receive such rights or warrants or (in a case within (b) above) on the date the Company
fixes the said consideration shall be adjusted by multiplying the Conversion Price in force immediately prior to
such alteration by the following fraction (assuming the Company has only two classes of Company Shares):

Al + A2 + B1 + B2
Al +A2+C1 +C2

where:

Al =

A2 =

Bl =

Cl=

C2=

the aggregate nominal amount of all Company Shares in issue of one class (having regard to Condition
6(b)(xxii) below), at the close of business in the PRC (in a case within (a) above) on such record date or (in
a case within (b) above) on the date the Company fixes the said consideration;

the aggregate nominal amount of all Company Shares in issue of another class (having regard to Condition
6(b)(xxi1) below), at the close of business in the PRC (in a case within (a) above) on such record date or {in
a case within (b) above) on the date the Company fixes the said consideration;

the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class specified in (a) or, as the case may be, (b) above;

the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class specified in (a) or, as the case may be, (b) above;

the aggregate nominal amount of the number of Company Shares of one class initially to be issued upon
conversion or exchange of such convertible or exchangeable securities or exercise of such options, warrants
or other rights to subscribe for or purchase such securities at the said consideration being, in the case of
rights, (aa) the aggregate nominal amount of the number of Company Shares of such class initially to be
issued upon conversion or exchange or of the number of such convertible or exchangeable securities or
options, warrants or other rights which the underwriters have agreed to underwrite as referred to below or,
as the case may be, (bb) the aggregate nominal amount of the number of Company Shares of such class
initially to be issued upon conversion or exchange or of the number of such convertible or exchangeable
securities or options, warrants or other rights for which applications are received from holders of Company
Shares as referred to below save to the extent already adjusted for under (aa) and which, in the case of
convertible or exchangeable securities, options, warrants or other rights, where no applications by holders
of Company Shares entitled to such convertible or exchangeable securities, options, warrants or other rights
are required, shall be based on the number of convertible or exchangeable securities, options, warrants or
other rights issued. Where applications by holders of Company Shares entitled to such convertible or
exchangeable securities, options, warrants or other rights are required, the aggregate nominal amount of
the number of Company Shares of such class shall be calculated based upon (aa) the number of convertible
or exchangeable securities, options, warrants or other rights which underwriters have agreed to underwrite
as referred to below or, as the case may be, (bb) the number of convertible or exchangeable securities,
options, warrants or other rights for which applications are received from holders of Company Shares as
referred to below save to the extent already adjusted for under (aa); and

the aggregate nominal amount of the number of Company Shares of another class initially to be issued
upon conversion or exchange of such convertible or exchangeable securities or exercise of such options,
warrants or other rights to subscribe for or purchase such securities at the said consideration being, in the
case of rights, (aa) the aggregate nominal amount of the number of Company Shares of such class initially
to be issued upon conversion or exchange or of the number of such convertible or exchangeable securities
which the underwriters have agreed to underwrite as referred to below or, as the case may be, (bb) the
aggregate nominal amount of the number of Company Shares of such class initially to be issued upon
conversion or exchange of the number of such convertible or exchangeable securities or options, warrants
or other rights for which applications are received from holders of Company Shares as referred to below
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save to the extent already adjusted for under (aa) and which, in the case of convertible or exchangeable
securities, options, warrants or other rights, where no applications by holders of Company Shares entitled
to such convertible or exchangeable securities, options, warrants or other rights are required, shall be based
on the number of convertible or exchangeable securities, options, warrants or other rights issued. Where
applications by holders of Company Shares entitled to such convertible or exchangeable securities, options,
warrants or other rights are required, the aggregate nominal amount of the number of Company Shares of
such class shall be calculated based upon (aa) the number of convertible or exchangeable securities, options,
warrants or other rights which underwriters have agreed to underwrite as referred to below or, as the case
may be, (bb) the number of convertible or exchangeable securities, options, warrants or other rights for
which applications are received from holders of Company Shares as referred to below save to the extent
already adjusted for under (aa),

provided if such convertible or exchangeable securities or such options, warrants or other rights are only issued
in respect of one class of Company Shares, B2 and C2 shall be removed from the above formula.

Subject as provided below, such adjustment shall become effective (a) where no applications for such convertible
or exchangeable securities, options, warrants or rights are required from holders of Company Shares entitled to
the same, upon their issue and (b) where applications by holders of Company Shares entitled to the same are
required as aforesaid, immediately after the latest date for the submission of such applications or (if later)
immediately after the Company fixes the said consideration; but in all cases retroactively to immediately after the
record date mentioned above.

If, in connection with a grant, issue or offer to the holders of Company Shares of securities convertible into or
exchangeable for Company Shares or options, rights or warrants to subscribe for or purchase such securities in
the circumstances described in Condition 6(b)(vi) above, any convertible or exchangeable securities or warrants
which are not subscribed for or purchased by the holders of Company Shares entitled thereto are underwritten
by others prior to the latest date for the submission of applications for such convertible or exchangeable securities
or options, rights or warrants, an adjustment shall be made to the Conversion Price in accordance with the above
provisions which shall become effective immediately after the date the underwriters agree to underwrite the same
or (if later) immediately after the Company fixes the said consideration but retroactively to immediately after the
record date mentioned above.

If, in connection with a grant, issue or offer to the holders of Company Shares of securities convertible into or
exchangeable for Company Shares, options, rights or warrants to subscribe for or purchase such securities, any
convertible or exchangeable securities or options, rights or warrants which are not subscribed for or purchased
by the underwriters who have agreed to underwrite as referred to above or by the holders of Company Shares
entitled thereto (or persons to whom holders of Company Shares have transferred such rights to the right to
purchase such warrants) who have submitted applications for such convertible or exchangeable securities or
options, rights or warrants as referred to above are offered to and/or subscribed by others, no further adjustment
shall be made to the Conversion Price by reason of such offer and/or subscription.

(vii) Other distributions to Shareholders

If and whenever the Company shall pay or make any Capital Distribution to the holders of Company Shares, the
Conversion Price shall be adjusted by multiplying the Conversion Price in force immediately prior to such Capital
Distribution by the following fraction:

A-B
A

where:

A = the aggregate Current Market Price and/or the aggregate Fair Value of all Company Shares of all classes on
the last Trading Day preceding the date on which the Capital Distribution is publicly announced.

B = the aggregate Fair Market Value on the date of such announcement, as determined in good faith by two
leading independent investment banks of international repute selected by the Company and approved by
the Trustee and acting as experts, of the Capital Distribution attributable to all Company Shares of all
classes.

Such adjustment shall become effective immediately after the record date for the determination of holders of
Company Shares entitled to receive such Capital Distribution. Provided that (a) in the case of such a Capital
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Distribution which must, under applicable law of the PRC or, as the case may be, Hong Kong, be submitted for
approval to a general meeting of shareholders or be approved by a meeting of the Board of Directors of the
Company before such Capital Distribution may legally be made and is so approved after the record date fixed
for the determination of holders of Company Shares entitled to receive such Capital Distribution, such
adjustment shall, immediately upon such approval being given by such meeting, become effective retroactively to
immediately after such record dated and (b) if the Fair Market Value of such Capital Distribution cannot be
determined until after the record date fixed for the determination of holders of Company Shares entitled to
receive such Capital Distribution, such adjustment shall, immediately upon such Fair Market Value being
determined, become effective retroactively to immediately after such record date.

{viii) Issue of convertible or exchangeable securities other than to Shareholders or on exercise of warrants

If the Company or any of its Subsidiaries or (at the direction or request of or pursuant to any arrangements with
the Company or any of its Subsidiaries) any other company, person or entity shall issue any securities (other than
the Bonds) which by their terms of issue carry rights of conversion into, acquisition of, or exchange or
subscription for, whether directly or indirectly, Company Shares (other than in any of the circumstances described
in Condition 6(b)(vi) above and Condition 6(b)(x) below) or grant such rights in respect of any existing securities
or shares or securities or shares which by their terms might be redesignated as Company Shares and the
consideration per relevant Company Share receivable by the Company {determined as provided in the Trust
Deed) shall be less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(i) the Current Market Price per Share

on the date in the PRC on which the Company fixes the said consideration (o, if the issue of such securities is
subject to approval by a general meeting of shareholders, on the date on which the Board of Directors of the
Company fixes the consideration to be recommended at such meeting), then the Conversion Price in effect
immediately prior to the date of issue of such convertible or exchangeable securities shall be adjusted in
accordance with the following formula (assuming the Company has only two classes of Company Shares):

Al + A2 + Bl + B2
Al +A2+Cl1+C2

where:

A1 = the aggregate nominal amount of all the Company Shares in issue of one class (having regard to Condition
6(b)(xxii) below) at the close of business in the PRC on the day immediately prior to the date of such issue;

A2 = the aggregate nominal amount of all the Company Shares in issue of another class (having regard to
Condition 6(b)(xxii) below) at the close of business in the PRC on the day immediately prior to the date
of such issue;

Bl = the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares would purchase at such Current
Market Price or Fair Value (as relevant) per Company Share of such class;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares would purchase at such Current
Market Price or Fair Value (as relevant) per Company Share of such class;

C1 = the aggregate nominal amount of the number of Company Shares of one class to be issued upon conversion,
acquisition, exchange, subscription or redesignation of such securities at the initial conversion, acquisition,
exchange, subscription or redesignation price or rate; and

C2 = the aggregate nominal amount of the number of Company Shares of another class to be issued upon
conversion, acquisition, exchange, subscription or redesignation of such securities at the initial conversion,
acquisition, exchange, subscription or redesignation price or rate,

provided if securities are issued in respect of only one class of Company Shares, B2 and C2 shall be removed from
the above formula.

ag




Terms and conditions of the Bonds

Such adjustment shall become effective as of the calendar day in the PRC corresponding to the calendar day at
the place of issue on which such securities are issued.

(ix) Other issues of Shares

If the Company shall issue any Company Shares (other than Company Shares issued upon conversion or
exchange of any convertible or exchangeable securities (including the Bonds) issued by the Company or upon
exercise of any rights or warrants granted, offered or issued by the Company or in any of the circumstances
described in Condition 6(b)(i), (ii) and (iii) above) for a consideration per relevant Company Share receivable by
the Company (determined as provided in the Trust Deed) less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and
(i) the Currect Market Price per Share

on the date in the PRC on which the Company fixes the said consideration (o, if the issue of such Company
Shares is subject to approval by a general meeting of shareholders, on the date on which the Board of Directors
of the Company fixes the consideration to be recommended at such meeting}, then the Conversion Price in effect
immediately prior to the issue of such additional Company Shares shall be adjusted by multiplying the
Conversion Price in force immediately prior to such alteration by the following fraction (assuming the Company
has only two classes of Company Shares):

Al + A2 + B1 + B2
Al+A2+C1+C2

where:

A1l = the aggregate nominal amount of all the Company Shares in issue of one class (having regard to Condition
6(b)(xxii) below) at the close of business in the PRC on the day immediately prior to the date of issue of
such additional Company Shares of such class;

A2 = the aggregate nominal amount of all the Company Shares in issue of another class (having regard to
Condition 6(b){xxii) below) at the close of business in the PRC on the day immediately prior to the date
of issue of such additional Company Shares of such class;

B1 = the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class;

C1 = the aggregate nominal amount of the number of additional Company Shares of one class issued as
aforesaid; and

C2 = the aggregate nominal amount of the number of additional Company Shares of another class issued as
aforesaid,

provided if Company Shares of only one class are issued, B2 and C2 shall be removed from the above formula.

Such adjustment shall become effective as of the calendar day in the PRC of the issue of such additional Company
Shares.
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(x) Issue of equity related securities

If the Company shall grant, issue or offer options, warrants or rights to subscribe for or purchase Company
Shares or securities convertible into or exchangeable for Company Shares (other than in the circumstances
described in Condition 6(b)(vi) or (viii)) and the consideration per relevant Company Share receivable by the
Company (determined as provided in the Trust Deed) shall be less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and

(i)  the Current Market Price per Share

on the date in the PRC on which the Company fixes the said consideration (or, if the offer, grant or issue of such
rights, options or warrants is subject to approval by a general meeting of shareholders, on the date on which the
Board of Directors of the Company fixes the consideration to be recommended at such meeting), then the
Conversion Price in effect immediately prior to the date of issue of such convertible or exchangeable securities
shall be adjusted in accordance with the following formula (assuming the Company has only two classes of
Company Shares:

Al + A2 + B1 + B2
Al +A2+Cl+C2

where:

A1 = the aggregate nominal amount of all the Company Shares in issue of one class (having regard to Condition
6(b)(xxii) below) at the close of business in the PRC on the day immediately prior to the date of such issue;

A2 = the aggregate nominal amount of all the Company Shares in issue of another class (having regard to
Condition 6(b)(xxii) below) at the close of business in the PRC on the day immediately prior to the date
of such issue;

B1 = the aggregate nominal amount of the number of Company Shares of one class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration receivable by the Company for such Company Shares (determined as provided in the Trust
Deed) would purchase at such Current Market Price or Fair Value (as relevant) per Company Share of such
class;

C1 = the aggregate nominal amount of the number of Company Shares of one class to be issued on exercise of
such rights or warrants and (if applicable) conversion or exchange of such convertible or exchangeable
securities at the said consideration; and

C2 = the aggregate nominal amount of the number of Company Shares of another class to be issued on exercise
of such rights or warrants and (if applicable) conversion or exchange of such convertible or exchangeable
securities at the said consideration,

provided if such options, warrants, rights or convertible or exchangeable securities are issued in respect of only
one class of Company Shares, B2 and C2 shall be removed from the above formula.

Such adjustment shall become effective as of the calendar day in the PRC corresponding to the calendar day at
the place of issue on which such securities are issued.

(xi) Issue of securities

If and whenever the Company shall issue any securities (including any shares other than Company Shares or
options, warrants or other rights to subscribe for or purchase any Company Shares) to all or substantially all
Shareholders or to all or substantially all holders of one or more classes of Company Shares by way of rights, or
issue or grant any options, warrants or other rights to subscribe for or purchase any securities {including any
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shares other than Company Shares or options, warrants or other rights to subscribe for or purchase any
Company Shares) to all or substantially all Shareholders or to all or substantially all holders of one or more
classes of Company Shares by way of rights, the Conversion Price shall be adjusted by multiplying the Conversion
Price in force immediately prior to such issue or grant by the following fraction:

A-B
A

where:

A = the aggregate Current Market Price and/or the aggregate Fair Value of all Company Shares of all classes on
the record date for the determination of holders of Company Shares entitled to receive such issue or grant
divided by the total number of Company Shares of all classes in issue on the record date.

B = the aggregate Fair Market Value on such record date of the rights divided by the total number of Company
Shares of all classes in issue on the record date.

Such adjustment shall become effective on the date of issue of the securities or grant of such rights, options or
warrants (as the case may be).

(xii) Modification of rights

If and whenever there shall be any modification of the rights of conversion, exchange or subscription attaching
to any such securities or shares as are mentioned in Condition 6(b){viii) above (other than the Bonds and other
than in accordance with the terms applicable to such securities or shares) so that the consideration per relevant
Company Share receivable by the Company upon conversion, exchange or subscription is less than:

(i) 95 per cent. of the Current Market Price or Fair Value (as relevant) per relevant Company Share; and
(i) the Current Market Price per Share

on the dealing day last preceding the date of announcement of the proposals for such modification, the
Conversion Price shall be adjusted by multiplying the Conversion Price in force immediately prior to such
modification by the following fraction (assuming the Company has only two classes of Company Shares):

Al + A2 + B1 + B2
Al+A2+Cl1+C2

where:

A1 = the aggregate nominal amount of all the Company Shares in issue of one class immediately before such
modification;

A2 = the aggregate nominal amount of all the Company Shares in issue of another class immediately before such
modification;

B1 = the aggregate nominal amount of the number of Company Shares which the aggregate consideration (if
any) receivable by the Company for the relevant Company Shares of such class to be issued upon
conversion or exchange or upon exercise of the right of acquisition or subscription attached to the securities
or shares or for the redesignation of such securities or shares, in each case as so modified would purchase
at such Current Market Price or Fair Value (as relevant) per relevant Company Share of such class or, if
lower, the existing conversion, acquisition, exchange, subscription or redesignation price of such securities
or shares;

B2 = the aggregate nominal amount of the number of Company Shares of another class which the aggregate
consideration {if any) receivable by the Company for the relevant Company Shares of such class to be issued
upon conversion or exchange or upon exercise of the right of acquisition or subscription attached to the
securities or shares or for the redesignation of such securities or shares, in each case as so modified would
purchase at such Current Market Price or Fair Value (as relevant) per relevant Company Share of such class
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or, if lower, the existing conversion, acquisition, exchange, subscription or redesignation price of such
securities or shares;

C1 = the aggregate nominal amount of the maximum number of Company Shares of one class to be issued or
redesignated upon conversion or exchange of such securities or upon the exercise of such rights of
acquisition or subscription attached thereto at the modified conversion, acquisition, exchange, subscription
or redesignation price or rate but giving credit in such manner as two independent investment banks of
international repute, selected by the Company and approved in writing by the Trustee, shall, acting as
experts, consider appropriate for any previous adjustment under this Condition 6(b)(xii) or Condition
6(b)(viii) above; and

C2 = the aggregate nominal amount of the maximum number of Company Shares of another class to be issued
or redesignated upon conversion or exchange of such securities or upon the exercise of such rights of
acquisition or subscription attached thereto at the modified conversion, acquisition, exchange, subscription
or redesignation price or rate but giving credit in such manner as two independent investment banks of
international repute, selected by the Company and approved in writing by the Trustee, shall, acting as

experts, consider appropriate for any previous adjustment under this Condition 6(b){(xii) or Condition
6(b)(viii) above,

provided if such modification relates to only one class of Company Shares, B2 and C2 shall be removed from the
above formula.

Such adjustment shall become effective on the date of modification of the rights of conversion, exchange,
subscription or redesignation attaching to such securities.

{xiii) General offers

If and whenever the Company or any of its Subsidiaries or (at the direction or request of or pursuant to any
arrangements with the Company or any of its Subsidiaries) any other company, person or entity shall issue, sell
or distribute any securities in connection with an offer by or on behalf of the Company or any of its Subsidiaries
which the Shareholders, or the holders of any class of Company Shares, generally are entitled to participate in
arrangements whereby such securities may be subscribed or acquired by them (except where the Conversion Price
falls to be adjusted under Condition 6(b)(iv), (v), (vi) or (xi) above), the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before the making of such offer by the following fraction:

A-B
A

where:

A = the aggregate Current Market Price and the aggregate Fair Value of all Company Shares of all classes on
such record date for such issue divided by the total number of Company Shares of all classes in issue on the
record date; and

B = the aggregate Fair Market Value on such record date of the relevant issue divided by the total number of
Company Shares of all classes in issue on the record date.

Such adjustment shall become effective on the date of issue of the securities.

(xiv) Trustee’s discretion

If the Company (with the prior written approval of the Trustee) or if the Trustee determines that an adjustment
should be made to the Conversion Price as a result of one or more events or circumstances not referred to in
Conditions 6(b)(i) to (xiii) (inclusive) above (even if the relevant event or circumstance is specifically excluded
from the operation of Conditions 6(b)(i) to (xiii) (inclusive) above), the Company shall, at its own expense and
acting reasonably, request the Auditors (as defined in Trust Deed) acting in conjunction with two independent
investment banks of international repute, selected by the Company and previously approved in writing by the
Trustee, acting as experts, to determine as soon as practicable what adjustment (if any) to the Conversion Price
is fair and reasonable to take account thereof and the date on which such adjustment (if any) shall be made and
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shall take effect in accordance with such determination, provided that an adjustment shall only be made pursuant
to this Condition 6(b)(xiv) if the Auditors and such independent investment banks are requested to make such
a determination not more than 21 days after the date on which the relevant event or circumstance arises and if
the adjustment would result in a reduction to the Conversion Price.

Provided that where the circumstances giving rise to any adjustment pursuant to this Condition 6(b) have already
resulted or will result in an adjustment to the Conversion Price or where the circumstances giving rise to any
adjustment arise by virtue of any other circumstances which have already given or will give rise to an adjustment
to the Conversion Price, and if the Trustee is of the opinion (acting upon the advice of an expert appointed
pursuant to the Trust Deed, which advice will be binding) that a modification to the operation of the adjustment
provisions is required to give the intended result, such modification (if any) shall be made to the operation of the
adjustment provisions of this Condition 6(b) as may be advised by the Auditors acting in conjunction with two
independent investment banks of international repute, selected by the Company and previously approved in
writing by the Trustee, acting as experts to be in their opinion appropriate to give the intended result.

{(xv) Further Classes of Company Shares

In the event that the Company has more than two classes of Company Shares outstanding at any time the
formulae set out in this Condition 6(b) shall be appropriately adjusted by the inclusion of references to A3, B3,
C3 and D3 and A4, B4, C4 and D4 etc. as relevant to reflect such further class or classes of Company Shares.

Without prejudice to this Condition 6{b)(xv), if Company Shares are issued by way of Scrip Dividend or rights,
or if options, warrants, or other rights to subscribe for or purchase any Company Shares are issued or granted
by way of rights, or if securities convertible or exchangeable into Company Shares are issued at the same time
at a single price, then the Company shall at its own expense and acting reasonably, request the Auditors, acting
in conjunction with two independent investment banks of international repute selected by the Company and
previously approved in writing by the Trustee, acting as experts to determine having regard to the provisions of
this Condition 6(b) whether an adjustment to the Conversion Price is necessary to prevent the Bondholders being
prejudiced and to determine how the Conversion Price should be adjusted. The findings of such independent
investment banks shall, absent manifest error, be binding. The cost of appointing such independent investment
banks shall be borne by the Company.

If at any time any of the classes of Company Shares have different nominal values such modification shall be
made to the operation of the adjustment provisions contained in this Condition 6(b) as may be advised by the
Auditors acting in conjunction with two independent investment banks of international repute, selected by the
Company and previously approved in writing by the Trustee, acting as experts, to be in their opinion appropriate
to give the intended result to such provisions.

For the purposes of any calculation of the consideration receivable by the Company pursuant to this Condition
6(b), if such consideration is expressed in a currency other than Hong Kong dollars it shall be converted into
Hong Kong dollars at the Prevailing Spot Rate on the date on which the consideration receivable by the Company
is fixed.

Wherever the Conditions provide for the appointment of two independent investment banks to make, or assist
in making, a determination, in the event that such banks do not agree in such determination, where appropriate,
the average of such banks’ determinations shall be taken.
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{xvi) Conversion Price upon occurrence of a Relevant Event

If a Relevant Event (as defined in Condition 7(e)) occurs, the Company shall give written notice thereof to
Bondholders as provided in Condition 7(e). Upon any exercise of Conversion Rights within 60 calendar days
following a Relevant Event or, if later, 60 calendar days following the date on which notice thereof is given, the

Conversion Price shall be as set out below, but in each case adjusted, if appropriate, under the provisions of this
Condition 6(b):

Conversion Date Conversion Price

(HKS$)
On or before 9 September 2004 ...ovoiieiriierrrie ettt n e ere s neaes 4.275
Thereafter, but on or before 9 September 2005 .....ccviriiiiniiir et 4.596
Thereafter, but on or before 9 September 2006 ......c.cvveivniriieiiiiiire et ererasenes 4916
Thereafter, but on or before 9 September 2007 ......c..coveieririniorereenee e renere s eneas 5.237
Thereafter and until final MATULIEY ceoeerineiri et eree e emeenesrrean e seeaeas 5.558

{xvii) Adjustment of Conversion Price — further provisions

{a) No adjustment of the Conversion Price will be made if it would result in an increase in the Conversion Price
(other than in the case of an adjustment made in respect of any consolidation referred to in Condition
6(b)(i) above or to correct an error in a previous calculation of the Conversion Price).

(b) Where more than one event which gives or may give rise to an adjustment to the Conversion Price occurs
within such a short period of time such that, in the opinion of the Trustee (acting upon the advice of an
expert appointed, which advice will be binding upon the Company, the Bondholders and the Trustee) the
foregoing provisions would need to be operated subject to some modification in order to give the intended
commercial result, such modification shall be made to the operation of the foregoing provisions as may be
advised by the Auditors acting in conjunction with two independent investment banks of international
repute, selected by the Company and previously approved in writing by the Trustee, acting as experts, to
be in their opinion appropriate to give such intended result.

(¢) No adjustment will be made to the Conversion Price where Company Shares or other securities (including
rights, warrants or options) are issued, offered, exercised, allotted, appropriated, modified or granted to
employees (including directors and officers) of the Company or any of its Subsidiaries or associated
companies pursuant to any Employees’ Share Scheme (as defined in the Trust Deed).

{(xviii) Decision of Auditors

If any doubt shall arise as to the appropriate adjustment to the Conversion Price a certificate of the Auditors and
the independent investment banks acting as experts (appointed in accordance with the Conditions) shall be
conclusive and binding on all concerned save in the case of manifest or proven error.

(xix) Rounding Down

On any adjustment, the resultant Conversion Price, if not an integral multiple of ten Hong Kong cents, shall be
rounded down to the nearest whole ten Hong Kong cents. No adjustment shall be made to the Conversion Price
where such adjustment (rounded down if applicable) would be less than one per cent. (1%} of the Conversion
Price then in effect. Provided that any adjustment not required to be made, and any amount by which the
Conversion Price has been rounded down, shall be carried forward and taken into account in any subsequent
adjustment. Notice of any adjustments shall be given to Bondholders and the Trustee in accordance with
Condition 16 as soon as practicable after the determination thereof. Shares will only be issued on conversion with
a par value of RMB 1.00 (or, if the Shares have been sub-divided so that their nominal value is lower than RMB
1.00 such lower nominal amount) (or any integral multiple thereof) provided that if more than one Bond shall
be deposited for conversion at any one time by the same Bondholder, the number of Shares to be issued in respect
thereof shall be calculated on the basis of the aggregate principal amount of Bonds so deposited.

(xx) No Issue at a Discount
The Conversion Price may not be reduced so that, on conversion of Bonds, Shares would be issued at a discount
to their nominal value.
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(xxi) Selection of Investment Bank

In default of the Company selecting an independent investment bank or banks of international repute when
required for the purposes of the Trust Deed and these Conditions, the Trustee shall be entitled to select such bank
or banks.

(xxii) Cumulative Adjustments

If, at the time of computing an adjustment (the later adjustment) of the Conversion Price pursuant to any of
Condition 6(b)(iii), (iv), (v), (vi}, (viii), (ix) or (x) above, the Conversion Price already incorporates an adjustment
made to reflect an issue of Company Shares or of securities convertible into or exchangeable for Company Shares
or of rights or warrants to subscribe for or purchase Company Shares or securities, to the extent that the number
of such Company Shares or securities taken into account for the purposes of calculating such adjustment exceeds
the number of such Company Shares in issue at the time relevant for ascertaining the number of outstanding
Company Shares for the purposes of computing the later adjustment, such excess Company Shares shall be
deemed to be outstanding for the purposes of making such computation.

(c) Procedure for Conversion

(i)  Conversion Notice: A Conversion Right may be exercised by delivering (at the Bondholder’s expense)
(i) the relevant Certificate to the specified office of any Conversion Agent during, in each case, its
usual business hours, accompanied by a duly completed and signed notice of conversion (a
“Conversion Notice”) in duplicate in the form (for the time being current) obtainable from any
Conversion Agent and (ii) any amounts required to be paid by the Bondholder under this Condition
6(c). Conversion Rights shall be exercised subject in each case to any applicable fiscal or other laws
or regulations applicable in the jurisdiction in which the specified office of the Conversion Agent to
whom the relevant Conversion Notice is delivered is located and subject to the provisions of the
Agency Agreement.

The conversion date in respect of a Bond (the “Conversion Date”) shall be the Trading Day
immediately following the date of such delivery and, if applicable, any payment to be made or
indemnity to be given under these Conditions in connection with the exercise of such Conversion
Right. A Conversion Notice once delivered shall be irrevocable.

(ii)  Stamp Duty, etc.: A Bondholder delivering a Bond for conversion must pay any taxes and capital,
stamp, issue and registration duties arising on conversion (other than any taxes or capital or stamp
duties payable in the PRC and the Hong Kong Special Administrative Region of the People’s Republic
of China (“Hong Kong”) by the Company in respect of the allotment and issue of Shares on
conversion) and such Bondholder must pay all, if any, taxes arising by reference to any disposal or
deemed disposal of a Bond in connection with such conversion. The Company will pay all other
expenses arising on the issue of Shares upon conversion of Bonds.

(ili) Registration: As soon as practicable, and in any event not later than ten calendar days after the
Conversion Date, the Company will, in the case of Bonds converted on exercise of the Conversion
Right and in respect of which a duly completed Conversion Notice has been delivered and the relevant
Certificate and amounts payable by the relevant Bondholder deposited as required by this Condition
6 and any Bonds being converted in accordance with Condition 6(g), register the person or persons
designated for the purpose in the Conversion Notice as holder(s) of the relevant number of Shares in
its share register.

Bonds which are converted will be cancelled by removal of the Bondholder’s name from the Register
on the relevant Registration Date (as defined below). If the Conversion Price is adjusted with effect
(retroactively or otherwise) from a date falling on or before the Registration Date of any Shares issued
on conversion of a Bond the Bondholder’s entitlement to which was arrived at on the basis of the
unadjusted Conversion Price, the Company will procure that the provisions of this Condition 6 shall
be applied, mutatis mutandis, to the number of additional Shares which would have been required to
be issued on conversion of such Bond if the relevant adjustment had been given effect to as of the
Conversion Date.
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The person or persons specified for that purpose will become the holder of record of the number of
Shares issuable upon conversion with effect from the date he is or they are registered as such in the
Company’s register of members (the “Registration Date”). Save as set out in these Conditions, a
holder of Shares issued on conversion of Bonds shall not be entitled to any rights the record date for
which precedes the relevant Registration Date.

If the record date for the payment of any dividend in respect of the Shares is on or after the
Conversion Date in respect of any Bond, but before the Registration Date (disregarding any
retroactive adjustment of the Conversion Price referred to in this Condition 6 prior to the time such
retroactive adjustment shall have become effective), the Company will pay to the converting
Bondholder or its designee an amount (the “Equivalent Amount”) in Hong Kong dollars (and if such
dividend is in a currency other than Hong Kong dollars, at the Prevailing Spot Rate on the record
date) equal to any such dividend to which he would have been entitled had he on that record date
been such a shareholder of record and will make the payment at the same time as it makes payment
of the dividend, or as soon as practicable thereafter, but, in any event, not later than seven days
thereafter.

Certificates for Shares issued on conversion will be dispatched by mail free of charge (but uninsured
and at the risk of the person entitled thereto) within ten calendar days after the Conversion Date.

(d) Shares

Shares issued on conversion will be fully paid and non-assessable and will rank pari passu in all respects with,
and within the same class as, the Shares in issue on the Conversion Date, except that the Shares so issued will not
rank for any dividend or other distribution declared or paid or made by reference to a record date for the
payment of a dividend or other distribution with respect to the Shares prior to such Conversion Date.

(e) Interest on Conversion

If any notice requiring the redemption of any Bond is given pursuant to Condition 7(b) or Condition 7(c) during
the period commencing on the fifteenth day prior to the record date in respect of any dividend payable in respect
of the Shares and ending on the Interest Payment Date next following such record date, where such notice
specifies a date for redemption falling on or prior to the date which is 14 days after such next following Interest
Payment Date, interest shall (subject as hereinafter provided) accrue on Bonds (i) the Certificates for which shall
have been delivered for conversion and in respect of which the Conversion Date falls after such record date and
on or prior to the Interest Payment Date next following such record date or (ii) if such notice specifies a date for
redemption on or prior to such next following Interest Payment Date to which the election by the Trustee
provided for in Condition 6(g) applies, in each case from the preceding Interest Payment Date (or, if the relevant
Conversion Date falls on or before the first Interest Payment Date, from, and including, the Closing Date) to, but
excluding, the relevant Conversion Date; provided that no such interest shall accrue on any Bond if the Shares
allotted on conversion thereof shall carry an entitlement to receive such dividend or the Equivalent Amount. Any
such interest shall be paid by the Company not later than 14 days after the relevant Conversion Date by US dollar
cheque drawn on, or by transfer to a US dollar account maintained by the payee with, a bank in New York City,
in accordance with instructions given by the relevant Bondholder or, in the case of such election by the Trustee,
the Trustee. Save as provided in this Condition 6(e), no payment or adjustment will be made on conversion for
any interest accrued on converted Bonds since the Interest Payment Date last preceding the relevant Conversion
Date, or if the Bonds are converted before the first Interest Payment Date, since the date of issue of the Bonds.

(f) Consolidation, amalgamation or merger :

Without prejudice to the other provisions of these Conditions, in the case of any consolidation, amalgamation
or merger of the Company with any other corporation (other than a consolidation, amalgamation or merger in
which the Company is the continuing corporation), or in the case of any sale or transfer of all, or substantially
all, of the assets of the Company, the Company will forthwith notify the Bondholders of such event in accordance
with Condition 16 and (so far as legally possible) cause the corporation resulting from such consolidation,
amalgamation or merger or the corporation which shall have acquired such assets, as the case may be, to execute
a trust deed supplemental to the Trust Deed to ensure that the holder of each Bond then outstanding will have
the right (during the period in which such Bond shall be convertible) to convert such Bond into the class and
amount of shares and other securities and property receivable upon such consolidation, amalgamation, merger,
sale or transfer by a holder of the number of Shares which would have become liable to be issued upon conversion
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of such Bond immediately prior to such consolidation, amalgamation, merger, sale or transfer. Such supplemental
trust deed will provide for adjustments which will be as nearly equivalent as may be practicable to the adjustment
provisions under this Condition 6. The provisions of this Condition 6(f) will apply in the same way to any
subsequent consolidations, amalgamations, mergers, sales or transfers.

(g) Conversion by the Trustee

The Trustee may, in its absolute discretion (and without any responsibility for any loss occasioned thereby),
within the period commencing on the date five days immediately prior to, and ending at the close of business on
the business day in Hong Kong immediately prior to, the date fixed for redemption from time to time of any of
the Bonds under Condition 7(a), (b) or {c), elect {on behalf of the relevant Bondholders) by notice in writing to
the Company to exercise the Conversion Rights in respect of the Bonds due for redemption on such date (the
“Exercise Date”) and in respect of which Conversion Rights have not previously been exercised by Bondholders
(“Unexercised Bonds”) at the Conversion Price applicable on the Conversion Date, provided that all (if any)
necessary consents have been obtained and the Trustee is satisfied or is advised by an independent investment
bank of international repute appointed by the Trustee at the expense of the Company that the net proceeds of
an immediate sale of the Shares arising from such conversion, disregarding any liability (other than a liability of
the Trustee) to taxation or the payment of any capital, stamp, transfer, issue or registration duties consequent
thereon), together in each case with any other amount payable by the Company in respect of such exercise, would
{when converted, if necessary, into US dollars at the Prevailing Spot Rate at 11:00 a.m. (Hong Kong time) on the
Exercise Date) be likely to exceed by 5 per cent. or more of the principal amount of the Bonds and accrued
interest thereon which would otherwise be payable in respect of such Unexercised Bonds.

All of the Shares delivered on such conversion shall be sold by, or on behalf of, the Trustee as soon as practicable,
and (subject to any necessary consents being obtained, and to the deduction by the Trustee of any amount which
it determines to be payable in respect of its liability to taxation and the payment of any capital, stamp, transfer,
issue or registration duties (if any) and any costs incurred by the Trustee in connection with the transfer, delivery
and sale thereof (“Trustees Expenses”)) the net proceeds of sale together with accrued interest (if any) payable
under Condition 6(e), and any cash in lieu of fractions pursuant to Condition 6(a) and any other amount payable
by the Company in respect of the relevant exercise in respect of the Unexercised Bonds shall, if necessary, be
converted into US dollars at the Prevailing Spot Rate at 11:00 a.m. (Hong Kong time) on the date of such sale
and be held by the Trustee and distributed rateably to the holders of such Unexercised Bonds in accordance with
Condition 8.

The Trustee shall have no liability in respect of the exercise or non-exercise of its discretion pursuant to this
Condition 6(g) or the timing of such exercise or in respect of any such sale of Shares whether for the timing of
any such sale or the price at which any such Shares are sold, or the inability to sell any such Shares or otherwise.

(h) Definitions
For the purposes of these Conditions:

“Alternative Stock Exchange” means at any time, in the case of the Shares, if they are not at that time listed and
traded on The Stock Exchange of Hong Kong Limited (“Hong Kong Stock Exchange”), the principal stock
exchange or securities market on which the Shares are then listed or quoted or dealt in and in the case of other
Company Shares, the principal stock exchange or securities market on which such Company Shares are then
listed or quoted or dealt in.

“Capital Distribution” means in respect of any Dividend charged or provided for in the accounts of the Company
for any financial period, the amount by which the Fair Market Value of the proposed Dividend per Company
Share, together with the Fair Market Value per Company Share of any other Dividend on the Company Shares
charged or provided for in the accounts for such financial period (disregarding for such purpose any amount
previously determined to be a Capital Distribution in respect of that financial period)
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(i)  exceeds the amount shown below:

In respect of the financial year ending Amount

(RMB)
31 December 2003 ..ottt cte e ca e bttt ettt s v b enteenee s rrbeats e b s eaeos 0.138
31 December 2004 ...ooviiieiiiinii ettt et st sa e s ser s e basernse s s reebaesans 0.159
31 December 2005 oottt et re st sea b e s s be st es s bae s sranseheesaee 0.183
31 December 2006 ...cccviieiiiiiiiriicnierrreete et ettt serba e ebe s st ra e et e sreesareanas 0.210
31 December 2007 ..ottt et ebs e aaes 0.241

and converted into Hong Kong dollars at the Prevailing Spot Rate at 11.00 a.m. (Hong Kong time} on the
date the Company makes an announcement relating to such Capital Distribution;

or

(i) when taken together with any other Dividend previously made or repaid in respect of all periods after 31
December 2002, exceeds the aggregate of the consolidated net profits (less the aggregate of any
consolidated net losses) attributable to holders of Company Shares after deducting minority interests and
preference dividends (if any) but (i) deducting any amounts in respect of any asset previously credited to the
Company’s reserves (in respect of any period or date up to and including 31 December 2002) pursuant to
any revaluation of such asset, where amounts arising on the disposal of such asset have contributed to such
profits and (ii) deducting any exceptional and extraordinary items, (and for the avoidance of doubt after
excluding any amount arising as a result of any reduction in registered capital, share premium account or
capital redemption reserve), in each case calculated by reference to the audited consolidated profit and loss
accounts for such periods of the Company and its Subsidiaries.

In making any such calculation, such adjustments (if any) shall be made as the two independent investment banks
of international repute selected by the Company and approved by the Trustee may consider appropriate to reflect
(1) any consolidation or subdivision of the Company Shares, (i) issues of Company Shares by way of
capitalisation of profits or reserves, or any like or similar event or (iii) the modification of any rights to Dividends
of any class of Company Shares.

“closing price” for the Shares for any Trading Day shall be the price published in the Daily Quotation Sheet
published by the Hong Kong Stock Exchange or, as the case may be, the equivalent quotation sheet of an
Alternative Stock Exchange for such day.

“Company Shares” means the Shares (as defined in Condition 6(a)(v)) and the Domestic Shares.

“Current Market Price” means, in respect of a Company Share at a particular date, the average of the closing
prices published in the Daily Quotation Sheet of the Hong Kong Stock Exchange or the equivalent quotation
sheet of an Alternative Stock Exchange for one Company Share (being a Company Share carrying full entitlement
to dividend) for the 20 consecutive Trading Days ending on the Trading Day immediately preceding such date;
provided that if at any time during the said 20 Trading Day period the Company Shares shall have been quoted
ex-dividend and during some other part of that period the Company Shares shall have been quoted cum-dividend
then:

(i)  if the Company Shares to be issued in such circumstances do not rank for the dividend in question, the
quotations on the dates on which the Company Shares shall have been quoted cum-dividend shall for the
purpose of this definition be deemed to be the amount thereof reduced by an amount equal to the amount
of that dividend per Company Share; or

(i)  if the Company Shares to be issued in such circumstances rank for the dividend in question, the quotations
on the dates on which the Company Shares shall have been quoted ex-dividend shall for the purpose of this
definition be deemed to be the amount thereof increased by such similar amount;
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and provided further that if the Company Shares on each of the said 20 Trading Days have been quoted
cum-dividend in respect of a dividend which has been declared or announced but the Company Shares to be
issued do not rank for that dividend, the quotations on each of such dates shall for the purpose of this definition
be deemed to be the amount thereof reduced by an amount equal to the amount of that dividend per Company
Share.

“Dividend” means any dividend or distribution, whether of cash, assets or other property, and whenever paid or
made and however described (and for these purposes a distribution of assets includes, without limitation, an issue
of shares or other securities credited as fully or partly paid up) provided that:

(i)  where a cash Dividend is announced which is to be, or may at the election of a holder or holders of
Company Shares be, satisfied by the issue or delivery of Company Shares or other property or assets, then,
the Dividend in question shall be treated as a Dividend of (i) the cash Dividend so announced or (ii) the Fair
Market Value on the date of announcement of such Dividend, of such Company Shares or other property
or assets to be issued or delivered in satisfaction of such Dividend (or which would be issued if all holders
of Company Shares elected therefor, regardless of whether any such election is made) if the Fair Market
Value of such Company Shares or other property or assets is greater than the cash Dividend so announced;

(ii) any issue of Company Shares falling within Condition 6(b)(ii) shall be disregarded;

(ii) a purchase or redemption of registered capital by or on behalf of the Company (or a purchase of Company
Shares by or on behalf of a Subsidiary of the Company) shall not constitute a Dividend unless in the case
of a purchase of Company Shares by or on behalf of the Company or by or on behalf of a Subsidiary of
the Company, the weighted average price (before expenses) on any one day in respect of such purchase
exceeds by more than 5 per cent. the closing price of the Company Shares as published in the Daily
Quotation Sheet of the Hong Kong Stock Exchange or the equivalent quotation sheet of an Alternative
Stock Exchange, as the case may be, either (1) on that date, or (2) where an announcement has been made
of the intention to purchase Company Shares at some future date at a specified price, on the Trading Day
immediately preceding the date of such announcement and, if in the case of either (1) or (2), the relevant
day is not a Trading Day, the immediately preceding Trading Day, in which case such purchase shall be
deemed to constitute a Dividend in the amount of the excess of the purchase price above such closing price.

“Domestic Shares” means the ordinary shares issued by the Company, with a nominal value of RMB 1.00 each,
which are subscribed for or credited as paid up in RMB.

“Fair Market Value” means, with respect to any assets, security, option, warrants or other right on any date, the
fair market value of that asset, security, option, warrant or other right as determined by two independent
investment banks of international repute selected by the Company and approved in writing by the Trustee, acting
as an expert; provided that (i) the fair market value of a cash Dividend paid or to be paid per Company Share
shall be the amount of such cash Dividend per Company Share determined as of the date of announcement of
such Dividend; (i) where options, warrants or other rights are publicly traded in a market of adequate liquidity
(as determined by such investment bank) the fair market value of such options, warrants or other rights shall
equal the arithmetic mean of the daily closing prices of such options, warrants or other rights during the period
of 20 trading days on the relevant market commencing on the first such trading day such options, warrants or
other rights are publicly traded; and (iv) in each case converted into Hong Kong dollars at the Prevailing Spot
Rate on that date.

“Fair Value” means, in respect of Company Shares (i) that are listed or quoted on a stock exchange other than
the Hong Kong Stock Exchange approved by the Trustee, the current market value of such Company Shares
determined in the same manner as set out in the definition of Current Market Price but substituting references
to the Hong Kong Stock Exchange with references to the relevant stock exchange and making such other changes
as are necessary and (ii) that are not listed or quoted on the Hong Kong Stock Exchange or a stock exchange
referred to in (i) above, the value of such Company Shares as determined by two independent investment banks
of international repute, acting as experts, selected by the Company and approved in writing by the Trustee
(taking the average of such values if such independent investment banks disagree on the value). The findings of
such independent investment banks shall, absent manifest error, be binding. The cost of appointing such
independent investment banks shall be borne by the Company.
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“Prevailing Spot Rate” means with respect to any currency on any date the spot rate at which an independent
bank of international repute, selected by the Company and approved in writing by the Trustee, sells US dollars
or as the case may be, Hong Kong dollars in exchange for that currency on that date.

“securities” includes, without limitation, shares in the registered capital of the Company or options, warrants or
other rights to subscribe for or purchase shares in the registered capital of the Company.

“Trading Day” means a day when the Hong Kong Stock Exchange or, as the case may be an Alternative Stock
Exchange is open for dealing business, provided that if no closing price is reported in respect of the relevant
Company Shares on the Hong Kong Stock Exchange or, as the case may be the Alternative Stock Exchange for
one or more consecutive dealing days such day or days will be disregarded in any relevant calculation and shall
be deemed not have existed when ascertaining any period of dealing days.

7 REDEMPTION AND PURCHASE

(a) Final redemption

Unless previously purchased and cancelled, redeemed or converted as herein provided, the Bonds will be
redeemed at their principal amount on 9 September 2008 (the “Final Maturity Date”). The Bonds may not be
redeemed at the option of the Company other than in accordance with Condition 7(b) or Condition 7(c).

(b) Redemption for taxation reasons

The Bonds may be redeemed (subject to the provisions of Condition 7(f) (Bondholders’ tax option)) at the option
of the Company in whole, but not in part, at any time, on giving not fewer than 30 nor more than 60 days’ notice
{a “Tax Redemption Notice”) to the Bondholders in accordance with Condition 16 {which notice shall be
irrevocable) at their principal amount (together with interest accrued to the date fixed for redemption) (the “Tax
Redemption Date”), if (i) the Company has or will become obliged to pay Additional Amounts (as defined in
Condition 9) exceeding the Additional Amounts payable by the Company as a result of a withholding for or a
deduction of any taxes, duties, assessments or governmental charges for payments in respect of the Bonds
pursuant to the laws and regulations of the PRC or Hong Kong (each a “Relevant Tax Jurisdiction”) as of 3
September 2003 as a result of any change in, or amendment to, the laws or regulations of the Relevant Tax
Jurisdiction, or any change in the application or official interpretation of such laws or regulations, which change
or amendment becomes effective on or after 3 September 2003 (the “New Additional Amounts”), and (ii) such
obligation cannot be avoided by the Company taking reasonable measures available to it.

No Tax Redemption Notice shall be given earlier than 90 days prior to the earliest date on which the Company
would be obliged to pay such New Additional Amounts were a payment in respect of the Bonds then due. Prior
to the publication of any Tax Redemption Notice, the Company shall deliver to the Trustee a certificate signed
by two Directors of the Company stating that the Company is entitled to effect such redemption and setting forth
a statement of facts showing that the conditions precedent to the right of the Company so to redeem have
occurred and an opinion in form and substance satisfactory to the Trustee of independent legal advisers of
recognised standing to the effect that the Company has or will become obliged to pay such New Additional
Amounts as a result of such change or amendment. The Trustee shall, without enquiring and without any liability
therefor, accept such certificate and opinion as sufficient evidence of the satisfaction of the conditions precedent
set out above and it shall be conclusive and binding on the Bondholders.

Upon the expiry of such notice, but subject to Condition 7(f), the Company will be bound to redeem the Bonds
to which such notice relates at their principal amount, together with interest accrued to the date of redemption,
where applicable.

() Redemption at the option of the Company

On or after 23 September 2006 and prior to 25 August 2008 the Company may at any time, having given not
less than 30 nor more than 60 days’ notice (the “Redemption Notice”) to the Trustee and the Bondholders in
accordance with Condition 16 (which notice will be irrevocable), redeem in whole but not in part only the Bonds
on the date (the “Redemption Date”) specified in the Redemption Notice at their principal amount, together with
interest accrued to the Redemption Date, provided that;

(i) (a) the closing price of the Shares for each of 20 consecutive Trading Days, the last of which occurs not
more than five days prior to the date the notice of redemption is published is at least 130 per cent. of the
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Conversion Price then in effect and (b) the closing price of the Shares translated into US dollars at the
average prevailing rate described below, for each of 20 consecutive Trading Days, the last of which occurs
not more than five days prior to the date upon which notice of such redemption is published, was at least
130 per cent. of the Conversion Price then in effect on such Trading Day translated into US dollars at the
rate of HK$7.799 = US$1.00; or

(ii)  at least 90 per cent. in principal amount of the Bonds has already been converted, redeemed or purchased
and cancelled.

If there shall occur an event giving rise to an adjustment to the Conversion Price during any such 20 Trading Day
period, appropriate adjustments for the relevant days approved by the Auditors acting in conjunction with two
independent investment banks of international repute, selected by the Company and previously approved in
writing by the Trustee, acting as experts, shall be made for the purpose of calculating the closing price for such
days.

For the purposes of the above, if on any such Trading Day the closing price is quoted cum-dividend, the closing
price on such Trading Day shall be deemed to be the amount thereof reduced by an amount equal to the amount
of any such dividend or other cash entitlement or, as the case may be, the value (as determined by two
independent investment banks of international repute selected by the Company and approved in writing by the
Trustee) of any entitlement or any dividend {where that is other than cash) per Share.

Upon the expiry of any notice given pursuant to this Condition 7(c), the Company shall be bound to redeem the
Bonds on the date fixed for redemption.

For the purposes of these Conditions:

“average prevailing rate” for the translation of the closing prices shall be the arithmetic average of the middle rate
for the purchase and sale of US dollars wich Hong Kong dollars quoted by The Hongkong and Shanghai Banking
Corporation Limited at the close of business on each day of the relevant 20 consecutive Trading Day period.

(d) Redemption at the option of the Bondholders

On 9 September 2006 (the “Put Option Date”) the holder of each Bond will have the right at such holder’s option
to require the Company to redeem all or some only of the Bonds held by it on the Put Option Date at their
principal amount. To exercise such right, the holder of the relevant Bond must complete, sign and deposit at the
specified office of any Paying Agent a duly completed and signed Redemption Notice together with the Certificate
evidencing the Bonds to be redeemed not later than 20 days prior to the Put Option Date.

A Redemption Notice, once delivered, shall be irrevocable and the Company shall redeem the Bonds the subject
of Redemption Notices delivered as aforesaid on the Put Option Date.

(e) Relevant Event; redemption at the option of Bondholders

Following the occurrence of a Relevant Event, the holder of each Bond will have the right at such holder’s option,
to require the Company to redeem all or some only of the Bonds held by it on the Relevant Event Put Date at
their principal amount together with interest accrued to the Relevant Event Put Date. To exercise such right, the
holder of the relevant Bond must complete, sign and deposit at the specified office of any Paying Agent a duly
completed and signed notice of redemption, in the form for the time being current, obtainable from the specified
office of any Paying Agent (“Relevant Event Put Exercise Notice”) together with the Certificate evidencing the
Bonds to be redeemed by not later than 30 days following a Relevant Event, or, if later, 30 days following the date
upon which notice thereof is given to Bondholders by the Company in accordance with Condition 16. The
“Relevant Event Put Date” shall be the fourteenth day after the expiry of such period of 30 days as referred to
above.

A Relevant Event Put Exercise Notice, once delivered, shall be irrevocable and the Company shall redeem the
Bonds the subject of Relevant Event Put Exercise Notices delivered as aforesaid on the Relevant Event Put Date.

The Trustee shall not be required to take any steps to ascertain whether a Relevant Event or any event which
could lead to the occurrence of a Relevant Event has occurred.
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The Company shall give notice to Bondholders in accordance with Condition 16 by not later than 30 days
following the first day on which it becomes aware of the occurrence of a Relevant Event, which notice shall
specify the procedure for exercise by holders of their rights to require redemption of the Bonds pursuant to this
Condition 7(e).

A “Relevant Event” occurs when (a) a Majority Shareholder of the Company transfers, sells, assigns, conveys or
otherwise disposes of (“Transfer”) all or part of its voting rights in the Company to another person(s) and the
credit rating of the Company is downgraded by Standard & Poor’s Rating Services, a division of the McGraw-
Hill Group of Companies, Inc. (“S&P”) as a result of such Transfer; or (b) the Company consolidates or
amalgamates with, or merges with or into another entity and the credit rating of the resulting surviving or
transferee entity is downgraded by S&P as a result of such consolidation, amalgamation or merger; or (c} the
Company or any of its Relevant Subsidiaries transfers or disposes of all or a substantial part of its assets to
another entity which is not a member of the Beijing Datang Group other than as a result of a consolidation,
amalgamation or merger set out in paragraph (b) above.

For the purposes of this Condition,
“Beijing Datang Group” means the Company and its consolidated subsidiaries.

“Majority Shareholder” means such person(s) for the time being holding or controlling, directly or indirectly, in
aggregate at least 30 per cent. of the voting rights of the Company.

“Relevant Subsidiaries” means any subsidiary of the Company, which as at the date of the Relevant Event, either
(i) is contributing at least ten per cent. of the gross revenue of the Company; or (ii) has assets whose value is at
least ten per cent. of the value of the total assets of the Company.

P pany.

“voting rights” means all the voting rights currently exercisable at a general meeting of the Company whether
or not attributable to the registered capital of the Company.

() Bondholders’ tax option

If the Company gives a Tax Redemption Notice pursuant to Condition 7(b) (Redemption for taxation reasons),
each Bondholder will have the right to elect that his Bond(s) shall not be redeemed and that the provisions of
Condition 2 shall not apply in respect of any payment of principal or interest to be made in respect of such
Bond(s) which falls due after the relevant Tax Redemption Date whereupon no New Additional Amounts shall
be payable in respect thereof pursuant to Condition 9 and payment of all amounts shall be made subject to the
deduction or withholding of the Relevant Tax Jurisdiction taxation required to be withheld or deducted. For the
avoidance of doubt, any Additional Amounts which had been payable in respect of the Bonds as a result of the
laws or regulations of the Relevant Tax Jurisdiction prior to 3 September 2003, will continue to be payable to
such Bondholders. To exercise such right, the holder of the relevant Bond must complete, sign and deposit at the
specified office of any Paying Agent a duly completed and signed notice of redemption, in the form for the time
being current, obtainable from the specified office of any Paying Agent (“Tax Option Exercise Notice) together
with the Certificate evidencing the Bonds on or before the day falling 10 days prior to the Tax Redemption Date.

{(g) Purchase
The Company or any of its Subsidiaries may at any time purchase Bonds at any price in the open market or
otherwise. Any purchase by tender shall be made available to all Bondholders alike subject to applicable laws.

(h) Cancellation
All Bonds which are redeemed or purchased or in respect of which Conversion Rights are exercised will be
cancelled and may not be reissued or resold.

8 PAYMENTS

Payments of principal on the Bonds or accrued interest payable other than on an Interest Payment Date will be
made by transfer to the registered account of the Bondholder or by US dollar cheque drawn on a bank in New
York City mailed to the registered address of the Bondholder if it does not have a registered account. Payment
of principal will only be made after the surrender of the relevant Certificate at the specified office of any of the
Agents.
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Payments of interest due on an Interest Payment Date will be made to the persons shown in the Register at the
close of business on the seventh business day before the due date for the payment of interest. Payment of interest
on each Bond will be made by transfer to the registered account of the Bondholder or (if there is no registered
account) by US dollar cheque drawn on a bank in New York City mailed to the registered address of the
Bondholder.

For the purposes of this Condition 8, a Bondholder’s registered account means the US dollar account maintained
by or on behalf of it with a bank in New York, details of which appear on the Register at the close of business
on the seventh business day before the due date for payment, and a Bondholder’s registered address means its
address appearing on the Register at that time.

All payments are subject in all cases to any applicable laws and regulations, but without prejudice to the
provisions of Condition 9. No commissions or expenses shall be charged to the Bondholders in respect of such
payments.

Where payment is to be made by transfer to a registered account, payment instructions (for value on the due date
or, if that is not a business day, for value on the first following day which is a business day) will be initiated and,
where payment is to be made by cheque, the cheque will be mailed (at the risk and, if mailed at the request of
the holder otherwise than by ordinary mail, expense of the holder) on the due date for payment (or, if it is not
a business day, the immediately following business day) or, in the case of a payment of principal, if later, on the
business day on which the relevant Certificate is surrendered at the specified office of an Agent.

Bondholders will not be entitled to any interest or other payment for any delay after the due date in receiving the
amount due if the due date is not a business day, if the Bondholder is late in surrendering its Certificate (if
required to do so) or if a cheque mailed in accordance with this Condition 8 arrives after the due date for
payment.

In case there shall be a default in the payment of all or any part of the principal or interest on any Bond when
the same shall have become due and payable, whether upon maturity or by declaration or otherwise, then the
Company shall pay to the Trustee for the benefit of the holders of such Bonds the whole amount that then shall
have become due and payable on all such Bonds at the time outstanding for principal and interest, together with
interest on any overdue principal and interest at the rate of S per cent. per annum.

The names of the initial Paying, Transfer and Conversion Agents and the Registrar and their specified offices are
set out below. The Company reserves the right under the Agency Agreement at any time with the prior written
approval of the Trustee to remove any Paying Agent or the Registrar and/or to appoint other or further Paying,
Transfer and Conversion Agents or another Registrar, provided that it will at all times maintain (a) a Paying,
Transfer and Conversion Agent having its specified office in Luxembourg for so long as the Bonds are listed on
the Luxembourg Stock Exchange and a Paying Agent with a specified office in a European Union member state
that will not be obligated to withhold or deduct tax pursuant to any European Directive on the taxation of
savings implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000 or any law
implementing or complying with, or introduced in order to conform, to such Directive and (b) a Registrar with
a specified office in a city approved by the Trustee. Notice of any such removal or appointment and of any change
in the specified office of any Paying, Transfer and Conversion Agent or the Registrar will as soon as practicable
be given to Bondholders in accordance with Condition 16.

For the above purposes of this Condition 8, “business day” means any day (other than a Saturday or a Sunday)
on which commercial banks and foreign exchange markets are open for business in the relevant place of
presentation or payment and (in the case of payment by transfer to a New York City account as mentioned
above} on which dealings in US dollars may be carried on both in London and in such place. When making
payments to Bondholders, fractions of one US cent. will be rounded down to the nearest US cent.
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9 TAXATION

All payments in respect of the Bonds shall be made without withholding for or deduction of any taxes, duties,
assessments or governmental charges of whatever nature imposed or levied by or in a Relevant Tax Jurisdiction
or any political subdivision thereof or by any authority thereof or therein having power to impose or levy such
taxes, duties, assessments or governmental charges, unless such withholding or deduction is required by law. In
the event that any such withholding or deduction in respect of principal or interest is required by law, the
Company will pay such additional amounts (“Additional Amounts”) by way of principal and interest (as
relevant) as will result in the receipt by the Bondholders of the amounts which would have been receivable in the
absence of any such withholding or deduction, except that no such Additional Amounts shall be payable in
respect of any payment on a Bond:

(i)  to, or on behalf of, a holder who is subject to such taxes, duties, assessments or governmental charges in
respect of such Bond by reason of his being connected with the Relevant Tax Jurisdiction otherwise than
merely by holding such Bond or by the receipt of principal or interest in respect of the Bond;

(ii)  if the Certificate in respect of such Bond is surrendered (in the case of payment of principal) more than 30
days after the relevant date except that the holder would have been entitled to such Additional Amount on
surrendering the relevant Certificate for payment on the last day of such 30-day period;

(ili) where such withholding or deduction is imposed on a payment to an individual and is required to be made
pursuant to any European Union Directive on the taxation of savings implementing the conclusions of the
ECOFIN Council meeting of 26-27 November 2000 or any law implementing or complying with, or
introduced in order to conform to, such Directive;

{iv) to or on behalf of a Bondholder who would have been able to avoid such withholding or deduction by
presenting the relevant Bond to another Paying Agent in a member state of the European Union; or

(v)  to, or on behalf of, a holder to the extent such holder would not be liable for or subject to such deduction
or withholding by making a declaration of non-residence or other similar claim for exemption or reduction
to the relevant tax authority or under an applicable tax treaty or otherwise if, after having been requested
to make such a declaration or claim, such holder fails to do so (provided, however, that such holder may
not be required to make such a declaration or claim in a form which reveals the identity of such holder to
the relevant tax authority).

For this purpose the “relevant date” in relation to any Bond means (a) the due date for payment in respect
thereof, or (b) (if the full amount of the monies payable on such due date has not been received in New York City
by the Trustee or the Principal Agent on or prior to such due date) the date on which notice is duly given to the
Bondholders that such monies have been so received.

Any reference herein to principal and/or interest in respect of the Bonds shall be deemed to include any Additional
Amounts which may be payable under this Condition 9 or under any obligations undertaken in addition thereto
or in substitution therefor pursuant to the Trust Deed.

10 UNDERTAKINGS

The Trust Deed contains, amongst others, the following covenants to the effect that whilst any Conversion Right
remains exercisable the Company will:

(i)  issue Shares to Bondholders on exercise of Conversion Rights and ensure that at all times it has the ability
to issue free from pre-emptive rights such number of Shares as would enable the Conversion Rights and all
other rights of subscription and exchange for and conversion into Shares to be satisfied in full and will
ensure that all Shares delivered upon conversion of Bonds will be duly and validly issued as fully-paid and
non-assessable;

(i) notin any way modify the rights attaching to the Shares with respect to voting, dividends or liquidation nor
issue or permit to be in issue any other class of equity share capital carrying any rights which are more
favourable than such rights but so that nothing in this paragraph (ii) shall prevent (a) the issue of any
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(ii1)

(vi)

(vii)

Company Shares to employees (including directors and officers) whether of the Company or any of its
Subsidiaries or associated companies by virtue of their office or employment pursuant to any Employees’
Share Scheme or (b} any consolidation or subdivision of the Shares or the conversion of any Shares into
stock or vice versa, or {c) any modification of such rights which is not, in the opinion of two independent
investment banks of international repute acting as experts selected by the Company and approved in
writing by the Trustee, materially prejudicial to the interests of the holders of the Bonds, or (d) without
prejudice to any applicable rule of law or legislation, the conversion of Shares into, or the issue of any
Shares in, uncertificated form (or the conversion of Shares in uncertificated form into certificated form) or
the amendment of the Articles of Association of the Company to enable title to securities of the Company
(including Shares) to be evidenced and transferred without a written instrument or any other alteration to
the Articles of Association of the Company made in connection with the matters described in this
paragraph (ii) or which is supplemental or incidental to any of the foregoing (including any amendment
made to enable or facilitate procedures relating to such matters and any amendment dealing with the rights
and obligations of holders of securities, including Shares, dealt with under such procedures), or (e) any issue
of equity share capital where the issue of such equity share capital results (or would, but for the fact that
operation of the relevant adjustment provision gives rise to no change or that the adjustment would be less
than 1 per cent. of the Conversion Price then in effect, result) in an adjustment of the Conversion Price;

if any offer is made to all (or as nearly as may be practicable all) holders of Company Shares or to all {or
as nearly as may be practicable all) holders of Shares as a class other than the offeror and/or any associates
of the offeror to acquire all or a majority of the registered capital of the Company or all or a majority of
the Shares, or if any person proposes a scheme with regard to such acquisition, give notice of such offer or
scheme to the Trustee and to the Bondholders at the same time as any notice thereof is sent to holders of
Company Shares or holders of Shares as a class (or as soon as practicable thereafter) stating that details
concerning such offer or scheme may be obtained from the specified offices of the Agents and the Registrar
and, where such an offer or scheme has been recommended by the board of directors of the Company, or
where such an offer has become or been declared unconditional in all respects, use its best endeavours to
procure that a like offer or scheme is extended to the holders of any Shares issued during the period of the
offer or scheme arising out of the exercise of the Conversion Rights and/or to the holders of the Bonds;

use its best endeavours (a) to maintain, the listing of the Shares on the Hong Kong Stock Exchange and on
the official list (the “Official List”) of the Financial Services Authority in its capacity as competent authority
under the Financial Services and Markets Act 2000 (the “UK Listing Authority™) and, the admission of the
Shares to trading on the London Stock Exchange plc’s (the “London Stock Exchange”) market for listed
securities and (b) to obtain and maintain, a listing for all the Shares issued upon conversion of any Bonds
on the Hong Kong Stock Exchange and the Official List of the UK Listing Authority and, admission of the
Shares to trading on the London Stock Exchange’s market for listed securities in accordance with their
respective rules and the listing, quotation or trading on any other stock exchange or securities market on
which the Shares may then be listed, quoted or traded;

use its best endeavours to maintain the listing of the Bonds on the Luxembourg Stock Exchange or, if it is
unable to do so, having used its best endeavours, use its best endeavours to obtain and maintain a quotation
or listing of the Bonds on such other stock exchange or securities market as the Company may (with the
prior approval of the Trustee) decide and shall furnish to such stock exchange or securities market such
information as may be required to obtain and maintain such quotation or listing;

not to pay or make any capital distribution (which, for this purpose, shall mean any distribution in the
nature of a Capital Distribution) unless such Capital Distribution gives rise to an adjustment of the
Conversion Price in accordance with Condition 6(b);

not to reduce its registered capital or any uncalled liability in respect thereof except pursuant to the terms
of issue of the relevant registered capital or by means of a purchase or redemption of the registered capital
of the Company which would not result (or would, but for the fact that the adjustment would be less than
one per cent. of the Conversion Price then in effect, result) in an adjustment to the Conversion Price under
Condition 6(b);
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(viii) procure that no securities (whether issued by the Company or any of its Subsidiaries or otherwise procured
by the Company or any of its Subsidiaries to be issued) issued without rights to convert into or exchange
or subscribe for Company Shares shall subsequently be granted such rights at a consideration per Company
Share which is less than 95 per cent. of the Current Market Price or Fair Value (as relevant) per Company
Share at close of business on the date of the announcement of the proposed inclusion of such rights unless
the same gives rise {or would, but for the fact that the adjustment would be less than one per cent. of the
Conversion Price then in effect) to an adjustment of the Conversion Price; and

(ix) use its best endeavours to make all necessary filings and seek and maintain all necessary approvals in
accordance with the laws and regulations in each of the relevant jurisdictions to ensure that Shares issuable
on conversion of the Bonds may be registered and delivered in accordance with the Conditions.

1t PRESCRIPTION

Claims against the Company for the payment of principal and interest and other sums payable in respect of
Bonds shall be prescribed unless made within ten years (in the case of principal) and five years (in the case of
interest) from the relevant date and thereafter any principal, interest or other sums payable in respect of such
Bonds shall be forfeited and shall revert to the Company.

12 EVENTS OF DEFAULT

The Trustee may at its absolute discretion, and shall, if so requested in writing by the holders of not less than
one-quarter in principal amount of the Bonds then outstanding or if so directed by an Extraordinary Resolution
of the Bondholders, subject in each case to being indemnified to its satisfaction, give written notice to the
Company that the Bonds are due and payable immediately, at their principal amount together with accrued
interest, on the happening of any one or more of the following events {each an “Event of Default™):

(i)  adefault is made in the payment of any principal due in respect of the Bonds and such failure continues for
a period of 3 days;

(ii)  if default is made in the payment of any interest due in respect of the Bonds and such failure continues for
a period of 14 days;

(i) the Company does not perform or comply with any one or more of its other obligations in respect of the
Bonds or the Trust Deed which default is incapable of remedy or, if in the opinion of the Trustee capable
of remedy, is not in the opinion of the Trustee remedied within 30 days after written notice of such default
shall have been given to the Company by the Trustee;

(iv) the Company or any Subsidiary is (or is deemed by law or a court to be) insolvent or bankrupt or unable
to pay its debts as and when they fall due, stops, suspends payment of all or a material part of (or of a
particular type of) its debts, proposes or makes any agreement for the deferral, rescheduling or other
readjustment of all of or a material part of its debts, proposes or makes a general assignment or an
arrangement or composition with or for the benefit of its creditors or a moratorium is agreed or declared
in respect of or affecting all or any material part of (or of a particular type of) the debts of the Company
or any of its Subsidiaries;

(v} (a) any other present or future indebtedness of the Company or any of its Subsidiaries for or in respect of
moneys borrowed or raised becomes due and payable prior to its stated maturity by reason of any actual
or potential default, event of default or the like (howsoever described), or (b) any such indebtedness is not
paid when due or, as the case may be, within any applicable grace period, or (c) the Company or any of its
Subsidiaries fails to pay when due or within any applicable grace period any amount payable by it under
any present or future guarantee for, or indemnity in respect of, any moneys borrowed or raised, provided
that the aggregate amount of the relevant indebtedness, guarantees and indemnities in respect of which one
or more of the events mentioned above in this paragraph (v) have occurred equals or exceeds US$10 million
or its equivalent (as reasonably determined by the Trustee on the basis of the niiddle spot rate for the
relevant currency against the US dollar as quoted by any leading bank selected by the Trustee on the day
on which such indebtedness becomes due and payable or is not paid or any such amount becomes due and
payable or is not paid under any such guarantees or indemnity);
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(vi) a distress, attachment, execution or other legal process is levied, enforced or sued out on or against any
material part of the property, assets or revenues of the Company or any of its Subsidiaries and is not
discharged or stayed within 45 days;

(vil) an order is made or an effective resolution passed for the winding-up or dissolution or administration of
the Company or any of its Subsidiaries, or the Company or any of its Subsidiaries ceases or threatens to
cease to carry on all or substantially all of its business or operations, except for the purpose of and followed
by a reconstruction, amalgamation, reorganisation, merger or consolidation (i} on terms approved by the
Trustee or by an Extraordinary Resolution of the Bondholders, or (ii) in the case of a Subsidiary, whereby
the undertaking and assets of such Subsidiary are transferred to or otherwise vested in the Company or
another of its Subsidiaries;

(viil) an encumbrancer takes possession or an administrative or other receiver or an administrator is appointed
of the whole or any substantial part of the property, assets or revenues of the Company or any of its
Subsidiaries (as the case may be) and is not discharged within 45 days;

(ix) any step is taken by any person with a view to the seizure, compulsory acquisition, expropriation or
nationalisation of all or a material part of the assets of the Company or any of its Subsidiaries;

(x) it is or will become “unlawful” for the Company to perform or comply with any one or more of its
obligations under any of the Bonds or the Trust Deed; or

(xi) any event occurs which under the laws of any relevant jurisdiction has an analogous effect to any of the
events referred to in paragraphs (vi} to (ix) above,

provided that, in the case of any such event other than those described in paragraphs (i), (ii), {in the case of the
Company) (iv), (v), (in the case of the Company) (vii) and (in the case of the Company) (ix), the Trustee shall have
certified in writing to the Company that such event is in its opinion materially prejudicial to the interests of
Bondholders.

13 ENFORCEMENT OF RIGHTS

The Trustee may, at its discretion and without further notice, institute such proceedings against the Company as
it may think fit to enforce the terms of the Trust Deed, but it need not take any such proceedings unless (a) it shall
have been so directed in writing by Bondholders holding at least one-quarter in principal amount of the Bonds
outstanding, and (b) it shall have been indemnified to its satisfaction. No Bondholder may proceed directly
against the Company unless the Trustee, having become bound to proceed, fails to do so within a reasonable time
and such failure is continuing.

14 REPLACEMENT OF CERTIFICATES

Should any Certificate be lost, stolen, mutilated, defaced or destroyed it may, subject to English law in respect of
lost or stolen bonds, be replaced at the specified office of the Paying, Transfer or Conversion Agents or at the
specified office of the Registrar upon payment by the claimant of the expenses, taxes and duties incurred in
connection therewith and on such terms as to evidence, indemnity and security as the Company may reasonably
require. Mutilated or defaced Bonds must be surrendered before replacements will be issued.

15 MEETING OF BONDHOLDERS; MODIFICATIONS; WAIVERS, ETC.

(a) Meeting of Bondholders

The Trust Deed contains provisions for convening meetings of Bondholders to consider matters affecting their
interests, including the sanctioning by Extraordinary Resolution of a modification of any of these Conditions or
any provisions of the Trust Deed. Such a meeting may be convened by Bondholders holding not less than 10 per
cent in principal amount of the Bonds for the time being outstanding. The quorum for any meeting convened to
consider an Extraordinary Resolution will be two or more persons holding or representing at least 50 per cent
in principal amount of the Bonds for the time being outstanding, or at any adjourned meeting two or more
persons being or representing Bondholders whatever the principal amount of the Bonds held or represented,
unless the business of such meeting includes consideration of proposals, inter alia, (i) to modify the Final
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Maturity Date of the Bonds or the dates on which interest is payable in respect of the Bonds, (ii) to reduce or
cancel the principal amount of, or interest on, the Bonds, (iii) to modify or cancel the Conversion Right, (iv) to
change the currency of payment of the Bonds, (v) to reduce or cancel the Equivalent Amount or (vi) to modify
the provisions concerning the quorum required at any meeting of Bondholders or the majority required to pass
an Extraordinary Resolution, in which case the necessary quorum will be two or more persons holding or
representing not less than 75 per cent, or at any adjourned meeting not less than 25 per cent, in principal amount
of the Bonds for the time being outstanding. Any Extraordinary Resolution duly passed shall be binding on ali
Bondholders (whether or not they were present at the meeting at which such resolution was passed).

The Trust Deed provides that a written resolution signed by or on behalf of the holders of not less than 90 per
cent. of the aggregate principal amount of Bonds outstanding shall be as valid and effective as a duly passed
Extraordinary Resolution.

(b) Modifications and waivers

The Trustee may agree, without the consent of the Bondholders, to any modification to any of these Conditions
or the Bonds or any of the provisions of the Trust Deed which in its opinion is of a formal, minor or technical
nature, is made to correct a manifest error or is not materially prejudicial to the interests of the Bondholders. The
Trustee may also agree without the consent of the Bondholders (but only if in its opinion so to do will not be
materially prejudicial to the interests of the Bondholders) to the waiver or authorisation of any breach or
proposed breach of any of the provisions of the Trust Deed or of these Conditions or the Bonds.

Any such modification, waiver or authorisation shall be binding on the Bondholders and, unless the Trustee
agrees otherwise, shall be notified to the Bondholders by the Company in accordance with Condition 16 as soon
as practicable.

In connection with the exercise of its powers, trusts, authorities or discretions (including but not limited to those
in relation to any proposed modification, waiver, authorisation, determination or substitution as aforesaid) the
Trustee shall not have regard to the consequences of such exercise for individual Bondholders resulting from their
being for any purpose domiciled or resident in, or otherwise connected with, or subject to the jurisdiction of, any
particular territory and the Trustee shall not be entitled to require, nor shall any Bondholder be entitled to claim
from the Company or the Trustee, any indemnification or payment in respect of any tax consequence of any such
exercise upon individual Bondholders except to the extent provided for in Condition 9 andf/or in any
undertakings given in addition thereto or in substitution therefor pursuant to the Trust Deed.

(c) Substitution

The Trust Deed contains provisions permitting the Trustee to agree, subject to such amendment of the Trust Deed
and such other conditions as the Trustee may require, but without the consent of the Bondholders, to the
substitution of certain other entities in place of the Company, or any previous substituted company, as principal
debtor under the Trust Deed and the Bonds.

16 NOTICES

Notices to Bondholders will be valid if mailed to them at the respective addresses in the Register and if published,
in at least one leading English language daily newspaper approved by the Trustee with circulation in Europe
{which is expected to be in the Financial Times) or in such other manner as the Trustee may approve and, for so
long as the Bonds are listed on the Luxembourg Stock Exchange and the rules of that exchange so require, will
be published in a newspaper having general circulation in Luxembourg (which is expected to be the Luxemburger
Wort). If publication as aforesaid is not practicable, notice will be given in such other manner as the Trustee may
approve. Such notices shall be deemed to have been given on the seventh day after being so mailed or the date
of publication in such newspaper or newspapers, or if published more than once, on the date of first publication.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held on behalf of
Euroclear or Clearstream, Luxembourg or the alternative clearing system (as defined in the Global Certificate),
notices to bolders of the Bonds must be given by delivery of the relevant notice to Euroclear or Clearstream,
Luxembourg or the alternative clearing system, for communication by it to entitled accountholders in
substitution for notification as required by the Conditions except that for so long as the Bonds are listed on the
Luxembourg Stock Exchange and the rules of that exchange so require, notices shall also be published in a
leading newspaper having general circulation in Luxembourg (which is expected to be the Luxemburger Wort).
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17 INDEMNIFICATION OF THE TRUSTEE

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from responsibility.
The Trustee is entitled to enter into business transactions with the Company and any of its Subsidiaries without
accounting for any profit.

The Trustee shall be entitled to rely on a certificate or report from the Auditors whether or not called for by or
addressed to the Trustee and whether or not any such certificate or report or engagement letter or other document
entered into by the Trustee and the Auditors in connection therewith contains any limit on the liability of the
Auditors.

18 GOVERNING LAW

(a) Governing law
The Trust Deed, the Agency Agreement and the Bonds are governed by, and shall be construed in accordance
with, English law.

(b) Jurisdiction

The Company has in the Trust Deed irrevocably agreed for the benefit of the Trustee and the Bondholders that
the courts of England are to have jurisdiction to settle any disputes which arise out of or in connection with the
Trust Deed, the Agency Agreement and the Bonds and that accordingly any suit, action or proceedings (together
referred to as “Proceedings”) arising out of or in connection therewith may be brought in such Courts.

The Company has in the Trust Deed waived any objection which it may have to the laying of the venue of any
Proceedings in any such courts and any claim that any such Proceedings have been brought in any inconvenient
forum. Nothing contained in this Condition 18 shall limit any right to take Proceedings against the Company in
any other court of competent jurisdiction, nor shall the taking of Proceedings in one or more jurisdictions
preclude the taking of the Proceedings in any other jurisdiction, whether concurrently or not, to the extent
permitted by applicable law.

(c) Agent for service of process

The Company has in the Trust Deed appointed Simmlaw Services Limited to accept service of process on its
behalf (and has undertaken that in the event of such person ceasing to act or ceasing to have an address in
England it will appoint such other person as the Trustee may approve) as its agent for service of process in
England in respect of any Proceedings.

19 FURTHER ISSUES

The Company may from time to time without the consent of the Bondholders create and issue further notes,
bonds or debentures either having the same terms and conditions in all respects as the outstanding notes, bonds
or debentures of any series (including the Bonds) (or in all respects except for the first payment of interest on
them) and so that such further issue shall be consolidated and form a single series with the outstanding notes,
bonds or debentures of any series (including the Bonds) or upon such terms as to interest, conversion, premium,
redemption and otherwise as the Company may determine at the time of their issue. Any further notes, bonds or
debentures forming a single series with the outstanding notes, bonds or debentures of any series (including the
Bonds) constituted by the Trust Deed or any deed supplemental to it shall, and any other notes, bonds or
debentures may, with the consent of the Trustee, be constituted by a deed supplemental to the Trust Deed. The
Trust Deed contains provisions for convening a single meeting of the Bondholders and the holders of notes, bonds
or debentures of other series in certain circumstances where the Trustee so decides.

20 CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of the Bonds under the Contracts (Rights of
Third Parties) Act 1999.
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The Global Certificate

The Global Certificate contains provisions which apply to the Bonds in respect of which the Global Certificate
is issued, some of which modify the effect of the Conditions set out in this Offering Circular. Terms defined in
the Conditions have the same meaning in the paragraphs below. The following is a summary of those provisions:

MEETINGS

The registered holder (as defined in the Conditions) of the Global Certificate will be treated as being two persons
for the purposes of any quorum requirements of a meeting of Bondholders and, at any such meeting, as having
one vote in respect of each US$1,000 in principal amount of the Bonds for which the Global Certificate is issued.
The Trustee may allow a person with an interest in the Bonds in respect of which the Global Certificate has been
issued to attend and speak (but not to vote) at a meeting of Bondholders on appropriate proof of his identity and
interest.

CANCELLATION

Cancellation of any Bonds required by the Conditions to be cancelled following its redemption, conversion or
purchase by the Company will be effected by a reduction in the principal amount of the Bonds in the Register.

CONVERSION RIGHTS

Subject to the requirements of Euroclear, Clearstream, Luxembourg (or any Alternative Clearing System (as
defined below)), the Conversion Right attaching to a Bond in respect of which the Global Certificate is issued
may be exercised by the presentation to or to the order of the Principal Agent, or to such other Agent as shall
have been notified to the Bondholders for such purposes, of one or more Conversion Notices duly completed by
or on behalf of a holder of a book-entry interest in such Bond. Deposit of the Global Certificate with the Principal
Agent together with the relevant Conversion Notice(s) shall not be required. The exercise of the Conversion Right
shall be notified by the Principal Agent to the Registrar and the holder of the Global Certificate.

PAYMENTS

Payments of principal in respect of the Bonds represented by the Global Certificate will be made without
presentation or if no further payment is to be made in respect of the Bonds against presentation and surrender
of the Global Certificate to or to the order of the Principal Agent or such other Agent as shall have been notified
to the Bondholders for such purpose.

NOTICES

So long as the Bonds are represented by the Global Certificate and such Global Certificate is held on behalf of
Euroclear, Clearstream, Luxembourg or in any other clearing system designated by the Company and approved
by the Trustee and (so long as the Bonds are listed on the Luxembourg Stock Exchange) under the rules of the
Luxembourg Stock Exchange (the “Alternative Clearing System”), notices to Bondholders may be given by
delivery of the relevant notice to Euroclear, Clearstream, Luxembourg or the Alternative Clearing System, for
communication by it to entitled accountholders in substitution for notification as required by the Conditions,
except that for so long as the Bonds are listed on the Luxembourg Stock Exchange and the rules of that exchange
so require, notices shall also be published in a leading newspaper having general circulation in Luxembourg
{(which is expected to be the Luxemburger Wort). Any such notice given only by delivery to the relevant clearing
system shall be deemed to have been given on the seventh day after such notice has been delivered.

PUT OPTION

The Bondholders’ put option in Conditions 7(d) and 7(e) may be exercised by the holder of the Global Certificate
giving notice to the Principal Agent of the principal amount of the Bonds in respect of which the option is
exercised and presenting the Global Certificate for endorsement or exercise within the time limits specified in
Conditions 7(d) and 7(e).
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EXERCISE OF BONDHOLDER’S TAX OPTION

The option of the Bondholders provided for in Condition 7(f) shall be exercised by the presentation to or to the
order of the Principal Agent of a duly completed Bondholder’s Tax Option Exercise Notice within the time limits
specified in that Condition,

REGISTRATION OF TITLE

Certificates in definitive form for individual holdings of the Bonds will not be issued in exchange for interests in
the Bonds in respect of which the Global Certificate is issued, except if either Euroclear or Clearstream,
Luxembourg (or any other Alternative Clearing System on behalf of which the Bonds evidenced by the Global
Certificate may be held) is closed for business for a continuous period of 14 days (other than by reason of
holidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact do so.

TRANSFERS

Transfers of interests in the Bonds, with respect to which the Global Certificate is issued, shall be made in
accordance with the Conditions and the Agency Agreement and will be effected through the records of Euroclear,
Clearstream, Luxembourg (or any Alternative Clearing System) and their respective participants in accordance
with the rules and procedures of Euroclear, Clearstream, Luxembourg (or any Alternative Clearing System) and
their respective direct and indirect participants.

TRUSTEE’S POWERS

In considering the interests of Bondholders while the Global Certificate is registered in the name of a nominee for
a clearing system, the Trustee may, without being obliged to do so, have regard to any information provided to
it by or on behalf of such clearing system or its operator as to the identity (either individually or by category) of
its accountholders with entitlements to the Bonds and may consider such interests as if such accountholders were
the holders of the Bonds in respect of which the Global Certificate is issued.

ENFORCEMENT

For the purposes of enforcement of the provisions of the Trust Deed against the Trustee, the persons named in
a certificate of the holder of the Bonds in respect of which the Global Certificate is issued shall be recognised as
the beneficiaries of the trusts set out in the Trust Deed, to the extent of the principal amount of their interest in
the Bonds set out in the certificate of the holder, as if they were themselves the holders of the Bonds in such
principal amounts.
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Exchange rates

The following table sets forth, for the periods indicated, certain information concerning the currency exchange
rate as expressed in US dollar per Renminbi as provided by PBOC. PBOC sets and publishes daily the base
exchange rate with reference primarily to the supply and demand of Renminbi against the US dollar in the market
during the prior day. It also takes into account other factors such as the general conditions existing in the
international foreign exchange markets. Although PRC governmental policies were introduced in 1996 to allow
the convertibility of Renminbi into foreign currency for current account items, conversion of Renminbi into
foreign exchange for capital items, such as foreign direct investment, loans or security, requires the approval of

SAFE, which is under the authority of PBOC.

Renminbi/US dollar PBOC exchange rates

Average High Low Period end
(RMB per US$1.00}

1007 et e e e 8.2897 8.2990 8.2710 8.2795
1998 e e st et s 8.2789 8.2807 8.2700 8.2791
1999 e st sra e sares 8.2762 8.2800 8.2647 8.2795
2000 ittt ettt e rean e e s e sresraen 8.2737 8.2800 8.2468 8.2649
2001 1o st b o 8.2745 8.2878 8.2469 8.2770
2002 ettt r e s naee 8.2752 8.2876 8.2638 8.2773
2003 (through 3 September 2003) ..cooovireirercerniieriniiiienacn, 8.2771 8.2778 8.2766 8.2768

The following table sets forth the average, high, low and period-end Noon Buying Rates for US dollars in New
York City for cable transfers in HK dollars, as certified for customs purposes by the Federal Reserve Bank in New
York for the periods indicated. The average rates represent the average of the Noon Buying Rates on the last day
of each month during the relevant period. No representation is made that HK dollar amounts actually represent
such US dollar amounts or could have been, or could be, converted into US dollars at the rate indicated, any other
rate or at all.

HK dollar/US dollar Noon Buying Rates

Average High Low Period end
(HK dollar per US$1.00}

1907 ettt e saes 7.7417 7.7502 7.7080 7.7482
T998 e e 7.7460 7.7499 7.7340 7.7438
L1999 e e st e 7.7587 7.7746 7.7450 77718
2000 e et b e e s e e s ere e 7.7919 7.7998 7.7740 7.7993
2007 e et s see s naeas 7.7992 7.8008 7.7961 7.7973
2002 et s a et re s e st aee et e enen 7.7991 7.8005 7.7961 7.7979
2003 (through 3 September 2003} ......ocoeevencivnireerennnae 7.7991 7.7998 7.7982 7.7993

Source: Bloomberg.
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Dividends

DIVIDEND POLICY

The Directors have recommended annually since the listing of the Company on the Hong Kong Stock Exchange
the distribution to shareholders of 15 per cent. to 25 per cent. of the Company’s distributable annual earnings
as cash dividends. The amount actually distributed will be determined based on operating requirements and cash
flow considerations.

The following table illustrates cash dividends paid out to shareholders of the Company for the periods indicated:

2000 2001 2002

In RMB unless otherwise indicated

Dividends Per Share cc.ccovevvreerereererereerisesere e eaetesaeseereceesessssesessesessesseseans 0.10 0.17 0.12

The Articles of Association provide that the Company may declare interim and final dividends. The Articles of
Association provide that distributable earnings shall equal the after-tax income of the Company as determined
by (a) IAS, or (b) PRC accounting rules and standards, whichever vields a lower amount. Final and interim
dividends are usually paid during the second and fourth quarters of each year, respectively. See “Description of
the H Shares — Dividends and dividend distributions™.

Cash dividends are declared in RMB and paid in Hong Kong dollars converted at the average of the closing
exchange rate for Hong Kong dollars quoted by the PBOC for each day of the calendar week prior to the
declaration date for the dividend. If the Company does not have sufficient Hong Kong dollars for the dividend
payment, the Company will obtain such Hong Kong dollars through swap centres or by other authorised means.
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Description of H Shares

OVERVIEW

H shares are special Renminbi-denominated shares in the ordinary share capital of a joint stock limited company
incorporated or otherwise established in the PRC. H shares are issued by a joint stock limited company for
subscription and trading in HK dollars by legal or natural persons of Hong Kong, Macau, Taiwan and countries
other than the PRC. Holders of H shares generally enjoy the same rights and obligations as those enjoyed by
holders of domestic shares of a joint stock limited company except that dividends on H shares are paid in Hong
Kong dollars and except with respect to the delivery of notices and financial reports to shareholders, dispute
resolution, registration of shares on different parts of the register of shareholders, the method of share transfer
and the appointment of dividend receiving agents, some of which give holders of H shares greater rights than
holders of domestic shares.

H SHARES OF THE COMPANY

The following is a description of the H Shares in the Company, including summaries of the material provisions
of the Articles of Association and the PRC Company Law.

General

The Company was established on 13 December 1994 as a joint stock limited company. In accordance with the
Articles of Association, the Company has two classes of shares, Domestic Shares and H Shares, each with a par
value of RMB 1.00. As of 3 September 2003, the Company’s registered capital is RMB 5,162,849,000. A total
of 3,732,180,000 Domestic Shares were issued upon the establishment of the Company. The Company made its
first increase in capital after its establishment by issuing 1,430,669,000 H Shares in March 1997. The Company’s
Domestic Shares and H Shares (together, the “Company Shares”) are fully paid. The Directors have been
authorised by special resolutions of the shareholders passed on 10 May 2002 and 10 July 2003, respectively, and
by special resolutions of holders of H Shares and special resolutions of holders of Domestic Shares passed on 10
May 2002 and 10 July 2003, respectively, to issue such number of H Shares as may be required to be issued
pursuant to the conversion (if any) of the Bonds. Based on the initial conversion price, subject to any adjustments
to the conversion price, 215,831,975 H Shares will be issued upon conversion of all the Bonds.

Voting rights

A shareholder of the Company has the right to attend and vote at shareholders’ general meetings and has one vote
for every share he holds. One or more proxies may be appointed by the shareholder to attend and vote at such
meetings in his place, provided the appointment is done in accordance with the Articles of Association and the
PRC Company Law.

At shareholders’ meetings, all resolutions will be determined by a show of hands. The chairman of the meeting
is responsible for determining whether a resolution at a meeting has been passed. However, a poll may be
demanded by the chairman of the meeting, or by any two or more shareholders entitled to vote at the meeting
or by one or more shareholders representing 10 per cent. or more of all shares carrying the right to vote at the
meeting, provided that they are present at the meeting in person or by proxy.

The PRC Company Law and the Articles of Association provide that certain major corporate actions, including
the amendment of the Company’s Articles of Association, the division, merger, dissolution or liquidation of the
Company, the increase or decrease of share capital, the issue of shares of any class, warrants and any other similar
securities, and the issue of debentures of the Company, must be passed by special resolution.

Meetings of shareholders

Meetings of shareholders are divided into general meetings and class meetings. Shareholders’ general meetings are
divided into annual and extraordinary meetings, both of which are convened by the Board of Directors. Annual
general meetings are held once a year within six months of the end of the financial year. The PRC Company Law
and the Articles of Association set out the circumstances under which extraordinary general meetings are
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convened. An extraordinary general meeting shall be convened by the Board of Directors if, amongst other
things, the shareholder(s) holding 10 per cent. or more of all issued voting shares so request. A class meeting shall
be convened by the Board of Directors if, amongst other things, shareholder(s) holding 10 per cent. or more of
the issued voting shares of that class so request.

When the Company convenes a shareholders’ general meeting, written notice of meetings will be given to all
shareholders in the share register. Such written notices will be given not less than 45 days before the date of the
meeting stating the matters to be considered and the date and place of the meeting. Shareholders wishing to
attend the meeting shall deliver their written replies to the Company stating whether they will attend the meeting
not less than 20 days before the date of meeting.

The Company shall, based on the written replies received from the shareholders 20 days before the date of the
shareholders’ general meeting, calculate the number of voting shares represented by the shareholders who intend
to attend the meeting. If the number of voting shares represented by those shareholders who intend to attend the
meeting amount to more than one-half of the Company’s total voting shares, the Company may hold the meeting;
if not, the Company shall within five days notify all shareholders by way of a public announcement such matters
to be considered at, and the place and date for, the shareholders’ general meeting. The Company may then hold
the meeting after such a public announcement has been made.

Resolutions of shareholders’ general meetings are divided into ordinary and special resolutions. An ordinary
resolution is passed by more than one half of the voting rights represented by the shareholders and proxies at the
‘meeting being exercised in favour of the resolution. A special resolution is passed by more than two thirds of the
voting rights represented by the shareholders and proxies at the meeting being exercised in favour of the
resolution.

A resolution at a class meeting is passed by more than two thirds of the voting rights represented at the meeting
which are entitled to vote at the meeting in accordance with the Articles of Association, being exercised in favour
of the resolution.

Dividends and distributions

Shareholders are entitled to receive dividends in proportion to their shareholding. In general, a Company may
only distribute dividends to shareholders in a year where it has made a net profit. The PRC Company Law and
the Articles of Association further require the Company to make allocations to the statutory surplus reserve fund,
the statutory public welfare fund and the discretionary surplus reserve fund before paying dividends.

The Company must allocate 10 per cent. of its after-tax profits to the statutory surplus reserve fund and 5 to 10
per cent. to the statutory public welfare fund, provided that the Company may stop making allocations to the
statutory surplus reserve fund after that fund has reached 50 per cent. of the Company’s registered capital.
Allocations to the discretionary surplus reserve fund are made in accordance with resolutions passed at the
shareholders’ general meetings.

The Company may distribute dividends by way of cash and/or shares. Dividends are paid in proportion to the
shareholding of each shareholder, the plans of distribution formulated by the board of directors being subject to
the approval of the shareholders in a general meeting. The board of directors may distribute interim dividends
with the approval or authorization of the shareholder’s in a general meeting.

Dividends or other payments declared by the Company to be payable to the holders of Domestic Shares must be
calculated in RMB; and those declared payable to the holders of H Shares must be declared and calculated in
RMB, and paid in HK dollars.

The Company has appointed, on behalf of the holders of H Shares, receiving agents to receive on behalf of such
shareholders dividends declared and all other monies owing by the Company in respect of H Shares. The
appointment of the receiving agents by the Company must be in accordance with the law of the place where the
Company’s shares are listed. The Company has appointed Bank of China (Hong Kong) Trustees Limited as
receiving agent a company which is registered as a trust company under the Trustee Ordinance in Hong Kong.
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Class rights

Shares of the same class have the same rights and benefits. Rights conferred on any class of shareholders {“Class
Rights”) may not be varied or abrogated unless approved by a special resolution of shareholders in general
meeting and by the holders of that class of shares at a separate meeting conducted in accordance with the Articles
of Association.

Under the Articles of Association, variation or abrogation of Class Rights includes increasing or decreasing the
number of shares of such class or increasing or decreasing the number of shares of a class having voting or equity
rights or privileges equal or superior to the shares of such class; reducing or removing rights to accrued dividends
or rights to cumulative dividends of such class; adding, removing or reducing conversion privileges, options,
voting, transfer or pre-emptive rights or rights to acquire securities of the Company of such class; creating a new
class of shares with equal or superior voting or equity rights or privileges; constraining the transfer or ownership
of the shares of such class or adding to such constraint; issuing rights to subscribe for, or convert into, shares in
the Company of such class or another class; or increasing the rights or privileges of another class.

Company capital

The Company may increase or decrease its registered capital, provided it does so in accordance with the
requirements of the relevant PRC laws and administrative regulations and the Articles of Association. However,
a company may not reduce its registered capital below the minimum levels set by the PRC laws and
administrative regulations.

Provided approval for the increase in registered capital has been obtained in accordance with the Articles of
Association, the Company may increase its registered capital by offering new shares to non-specially designated
investors for subscription, placing new shares to its shareholders, making a distribution to its shareholders in the
form of shares or any other way permitted by the law and administrative regulations of the PRC.

Power of the Company to purchase its own Shares

Subject to the approval of the relevant PRC regulatory authority and the provisions of the Articles of Association,
the Company may purchase its own shares by making a general offer to repurchase to all its shareholders, public
dealing on a stock exchange, or an off-market contract.

When repurchasing its shares by an off-market contract, the Company will seek the prior approval of the
shareholders in accordance with the Articles of Association. The Company may rescind, vary or waive its rights
under a contract so entered into by the Company with the prior approval of the shareholders in the same manner.
Such off-market contracts include, but are not limited to, agreements to become obliged to repurchase or
acquisitions of the right to repurchase shares of the Company.

The Company must, within the time limit, cancel those shares redeemed or repurchased and apply to the original
companies registration authority for registration of the change of its registered capital. The amount of the
Company’s registered capital is reduced by the par value of those shares accordingly.

After the Company’s registered capital is reduced by the par value of the shares cancelled, the portion of the
amount deducted from distributable profits and used for the repurchase of the shares shall be credited to the
capital reserve fund account of the Company.

Other rights of shareholders

In accordance with the PRC Company Law, shareholders have the right to examine the Articles of Association,
the minutes of the shareholders’ general meetings and financial and accounting reports, and to make proposals
or enquiries in respect of the Company’s operations.
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Shareholder(s) holding five per cent. or more of the total voting rights in the Company have the right to propose
resolutions at the Company’s annual general meeting. Shareholder(s) holding 10 per cent. or more of the total
voting rights in the Company have the right to require the board of directors to convene an extraordinary general
meeting.

If any resolution adopted by the shareholders’ meeting or board of directors violates any law or administrative
regulation or infringes the lawful rights and interests of shareholders, shareholders have the right to initiate
proceedings in the People’s Court of the PRC to require that such acts of violation or infringement be stopped.

Shareholders’ rights in the event of liquidation

In the event of the liquidation of the Company, the assets remaining after the payment of all liquidation expense,
wages and social insurance fees of staff and workers, taxes owing and debts, shall be distributed to the
shareholders according to the class and proportion of shares held by them.
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HONG KONG STOCK EXCHANGE

The H Shares have been listed on the Hong Kong Stock Exchange since 21 March 1997. The table below sets
forth, for the periods indicated, the high and low closing prices (rounded up to two decimal places) and the
average daily volume of trading activity on the Hong Kong Stock Exchange for the H Shares and the highest and
lowest of the daily closing values of the Hang Seng Index. The closing price for the H Shares on the Hong Kong
Stock Exchange on 3 September 2003 was HK$4.273 per H Share.

Adjusted Average

Closing Price Daily Trading
per H Share Volume in shares Hang Seng Index
High Low High Low
HK$ HK$ (in thousands)
1999
First QUarter ...oovvcvoveniincenennicie e see e 2.60 1.57 5,611 11,107 9,076
© Second QUATLEL .vvvevririnieriesiesesesrenresteseene e snecnans 2.55 1.87 7,247 14,005 9,913
Third QUALTEr ..ooeevveeiiereere e 2.48 1.70 4,450 14,507 12,438
Fourth Quarter .....coiviecicierreeicreceee e e 1.77 1.23 5,252 16,962 12,134
2000
First QUATLET .vevvervevrvirereneenenresrensereereeseeseessansansessons 1.49 0.86 9,849 18,302 15,103
Second QUATTET eovvveeverieviereeeercee et 1.77 0.91 13,105 16,942 13,723
Third QUALEL weoveeiriererreiiereereraeesreresaeseesssevesens 2.35 1.41 17,048 17,921 14,613
Fourth QUArTEr .ovevvviiececeecererersee et 2.10 1.42 8,506 16,183 13,984
2001
First QUAITEL uveveeveenriireierricrieteececenreernnrreeseeeeas 2.80 1.93 17,841 16,164 12,583
Second QUATTEL wooeeeiiiiiierii et et 3.28 2.38 18,460 13,878 12,064
Third QUArtEr covvvveiereeeeeeeec e eveaens 2.90 2.20 12,599 13,208 8,934
Fourth Quarter ..o eesnne 2.90 2.45 11,403 11,847 9,798
2002
First QUArter .ooveveeieeeiccvencvenenereereece e 3.25 2.50 14,607 11,893 10,410
Second QUALTEL wovviverecereieiecrecestnievesissesae e nseeseens 3.33 2.90 9,911 11,975 10,643
Third QUALTEL .cceviriiieieierrereererene s seesee e seens 3.65 2.53 9,792 11,402 9,701
Fourth QUArter ....ccocouevvvvrervveineneecenene e 2.98 2.35 11,400 10,227 8,859
2003
FIrst QUATITEL c.cevereeriieiieireerercteeeetennervarbere s oasens 2.85 2.40 10,639 9,873 8,634
Second QUALLEL...coviivivieiirririresereee et e s 3.58 2.65 13,148 10,030 8,409
JULY ot 4.20 3.43 12,991 10,207 9,577
AUBUST ottt reeere e et besc s nas 4.45 4.05 9,867 10,909 9,945
September (through 3 September 2003) ................ 4.28 423 8,412 11,102 10,903

Source: Bloomberg.
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THE PRC

Since 1992, the PRC has promulgated a number of regulations in relation to the issue and trading of shares and
disclosure of information.

In early 1993, the State Council established the Securities Committee and the CSRC. The Securities Committee
was responsible for co-ordinating the drafting of securities regulations, formulating securities related policies,
planning the development of securities markets, directing, coordinating and supervising all securities related
institutions in the PRC and administering the CSRC. The CSRC was the regulatory arm of the Securities
Committee and was responsible for the drafting of regulatory provisions governing securities markets,
supervising securities companies, regulating public offers of securities by PRC companies in the PRC or overseas,
regulating the trading of securities, compiling securities related statistics and undertaking research and analysis.
In early 1998, the State Council dissolved the Securities Committee and the former functions of the Securities
Committee were assumed by the CSRC.

On 22 April 1993, the State Council promulgated the Provisional Regulations Governing the Issue and Trading
of Shares (RELTES L HEHEITEM) (the “Securities Provisional Regulations”). These regulations deal with the
application and approval procedures for public offerings of equity securities, trading in equity securities, the
acquisition of listed companies, deposit, settlement and transfer of listed equity securities, the disclosure of
information with respect to a listed company, enforcement and penalties and dispute settlement. These
regulations specifically provide that separate provisions will be promulgated in relation to the issue of and trading
in special Renminbi-denominated shares. However, (i) if a PRC joint stock limited company proposes to issue
Renminbi-denominated ordinary shares as well as special Renminbi-denominated shares, it has to comply with
the Securities Provisional Regulations in respect of its issue of Renminbi-denominated ordinary shares; (ii) if a
PRC company proposes to offer shares directly or indirectly outside the PRC, it would need to obtain an approval
of the Securities Committee; and (iii) provisions of the Securities Provisional Regulations in relation to
acquisitions of listed companies and disclosure of information are expressed to apply to listed companies in
general without being confined to companies listed on any particular stock exchange. Hence it is possible that
such provisions may be applicable to joint stock limited companies with shares listed on a stock exchange outside
the PRC including, for instance, joint stock limited companies with shares listed on the Stock Exchange.

On 12 June 1993, the CSRC promulgated the Implementation Measures (Provisional) on Disclosure of
Information of the Public Issuing Share’s Company (AFEITHREAFESHBLHAN(GRIT)) pursuant to the
Securities Provisional Regulations. Under these measures, the CSRC is responsible for supervising the disclosure
of information by companies which have offered shares to the public. These measures contain provisions
regarding prospectuses and listing reports to be issued in connection with a public offering of shares in the PRC,
publication of interim and final reports and announcement of material transactions or matters by companies
which have offered shares to the public. Material transactions or matters are those the occurrence of which may
have a material effect on the share price of a company. They include changes to a company’s articles of
association or registered capital, removal of auditors, mortgage or disposal of major operating assets or writing
down the value of such assets where the amount being written down exceeds 30 per cent. of the total value of
such assets, revocation by a court of any resolution passed by the shareholders or the supervisors of a company
and the merger or demerger of a company. These measures also contain disclosure provisions in relation to
acquisition of listed companies which supplement the requirements contained in the Securities Provisional
Regulations.

On 2 September 1993, the Securities Committee promulgated the Provisional Measures Prohibiting Fraudulent
Conduct Relating to Securities (2 [EIE##1E/T X 817708 ). The prohibitions imposed by these measures include
the use of insider information in connection with the issue of or trading in securities {insider information being
defined to include undisclosed material information known to any insider, which may affect the market price of
securities); the use of funds or information or the abuse of power in creating a false or disorderly market or
influencing the market price of securities or inducing investors to make investment decisions without knowledge
of actual circumstances; and the making of any statement in connection with the issue of and trading in securities
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which is false or materially misleading or in respect of which there is any material omission. Penalties imposed
for contravening any of the provisions of the measures include warnings, fines, confiscation of profits and
suspension or cancellation of trading qualifications and revocation of securities business license. In serious cases,
criminal liability may be imposed.

On 4 August 1994, the State Council promulgated the Special Regulations. These provisions deal mainly with the
issue, subscription, trading and declaration of dividends and other distributions of foreign capital stock listed
abroad and disclosure of information, articles of association of joint stock limited companies having foreign
capital stock listed aboard.

On 25 December 1995, the State Council promulgated the Regulations of the State Council Concerning
Domestic Listed Foreign Shares of Joint Stock Limited Companies (B8t % TR{EFH R AT HEAN LW TROIE ).
These regulations deal mainly with the issue, subscription and trading of, and the declaration of dividends and
other distributions of domestic listed foreign shares and disclosure of information of joint stock limited
companies having domestic listed foreign shares.

On 29 December 1998, the Standing Committee of the National People’s Congress promulgated the Securities
Law of the PRC (k% ARAFEIFSHEE ). This is the first national securities law of the PRC, which is the primary
legislation that regulates activities in the PRC securities market. The Securities Law became effective on 1 July

1999.

The Securities Law is applicable to the issuance and trading, in the PRC, of shares, company bonds and other
securities designated by the State Council according to law. Where the Securities Law does not apply, the
provisions of the Company Law and other applicable laws and administrative regulations will apply.

On 29 March 1999, the State Economic and Trade Commission and the CSRC promulgated the Opinion on.the
Further Promotion of Regular Operation and In-Depth Reform of Companies Listed Overseas
(RTHE—FEHES L TAFMATESEMELRENEL) (the “Opinion”), which is aimed at regulating the corporate
functions and governance of PRC companies listed overseas, such as the Company. The Opinion regulates,
amongst other things, the appointment of external directors and independent directors to the board of directors,
and the appointment of external supervisors to the supervisory committee and their respective functions.
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On 28 December 1993, PBOC, with the authorisation of the State Council, issued the Notice on Further Reform
of the Foreign Exchange Control System (FEARBTXRT# —HBWESNCEHEMEFIHI 2% ) which came into effect
on 1 January 1994. Other main regulations and implementation measures includes the PRC Foreign Exchange
Control regulations (FE A REHE SN EHE £&4) effective on 1 April 1996 and promulgated by the State Council
of 29 January 1996 and the Regulations on the Foreign Exchange Settlement, Sale and Payments
(&L EILRACEEME ) which were promulgated by PBOC on 20 June 1996 which took effect on 1 July 1996
and which contain derailed provisions regulating the settlement, sale and payment of foreign exchange by
domestic enterprises, individuals, economic organisations and social organisations in the PRC.

Under such new regulations, the previous dual exchange rate system for Renminbi was abolished and a unified
floating exchange rate system, based largely on supply and demand, was introduced. The PBOC publishes, on
each business day, the Renminbi exchange rate against other major foreign currencies. Such rate is to be set by
reference to the Renminbi/major foreign currencies trading price on the previous day on the inter-bank foreign
exchange market.

In general, all organisations and individuals within the PRC, including foreign invested enterprises, are required
to remit their foreign exchange earnings into the territory of PRC. In addition to PRC enterprises without foreign
investment, their recurrent foreign exchange earnings are generally required to be sold to designated banks unless
specifically approved otherwise. Foreign-invested enterprises, on the other hand, are permitted to retain their
recurrent foreign exchange earnings within the maximum amount authorised by the relevant foreign exchange
administration bureau and the sums retained may be deposited into foreign exchange bank accounts maintained
with designated banks. Capital foreign exchange must be deposited into foreign exchange bank accounts
maintained with designated banks and can generally be retained in such accounts.

At present, control on the purchase of foreign exchange for transactions relating to current account items is being
relaxed. Enterprises which require foreign exchange for their recurrent activities such as trading activities and
payment of staff remuneration may purchase foreign exchange from designated banks, subject to the production
of relevant supporting documents.

In addition, where an enterprise requires any foreign exchange for the payment of interest or dividends that are
payable in foreign currencies under applicable regulations, such as the distribution of profits by a foreign invested
enterprise to its foreign investment party, then, subject to the due payment of tax on such dividends, the amount
required may be withdrawn from funds in foreign exchange accounts maintained with designated banks, and
where the amount of the funds in foreign exchange is insufficient, the enterprise may purchase additional foreign
exchange from designated banks upon the presentation of the resolutions of the board of directors on the profit
distribution plan of that enterprise.

On 3 April 2003, SAFE, based on decisions of the State Council concerning abolition of certain administrative
approval items, issued the Notice on Temporary Measures after the Abolition of Certain Foreign Exchange
Administrative Approvals Relating to Capital Account Items, According to such notice, certain capital account
foreign exchange transactions such as the payment of principal and interest of bonds issued outside of PRC by
PRC companies will no longer be subject to SAFE approval. Most capital account foreign exchange transactions,
however, are still subject to SAFE approval.

When conducting actual foreign exchange transactions, the designated banks may, based on the exchange rate
published by PROC and subject to certain limits, freely determine the applicable exchange rate.
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The Hong Kong Stock Exchange, which commenced trading on 2 April 1986, was formed upon the unification
of the four stock exchanges then existing in Hong Kong. On 3 March 1999, the Financial Secretary announced
in his budget speech a comprehensive reform of the securities and futures market, which included the
demutualisation and merger of the five recognised and approved market operators in Hong Kong, namely the
Hong Kong Stock Exchange, Hong Kong Futures Exchange Limited, Hong Kong Securities Clearing Company
Limited, The SEHK Options Clearing House Limited and HKFE Clearing Corporation Limited into a single
holding company (which was subsequently incorporated under the name of Hong Kong Exchanges and Clearing
Limited (“HKEx”)). The merger became effective on 6 March 2000.

As a result of the merger, the former shareholders of the Hong Kong Stock Exchange and Hong Kong Futures
Exchange Limited (together the “Exchanges”) effectively exchanged their ownership rights in the Exchanges for
economic interests in HKEx and the conventional right to receive dividends, while retaining their existing rights
to trade on the Exchanges. At the same time, certain of the regulatory functions performed by the Exchanges were
passed over to the Hong Kong Securities and Futures Commission (“SFC”).

Shares in the HKEx were listed on the Hong Kong Stock Exchange on 27 June 2000. As a listed company on its
own stock market, HKEx is regulated by the SFC to avoid any conflict of interest and to ensure a level playing
field between HKEx and other listed companies which are subject to the Listing Rules. Regulation by the SFC
is imposed through two sets of provisions. First, the Listing Rules have been amended to incorporate a new
chapter (Chapter 38) relating specifically to the listing of HKEx and which sets out the requirements that must
be satisfied for the securities of HKEx to be listed on the Hong Kong Stock Exchange. Secondly, a Memorandum
of Understanding, dated 22 August 2001, has been entered into among the SFC, HKEx and the Hong Kong Stock
Exchange which sets out the way the parties to it will relate to each other in relation to:

>  HKEx’s and other applicants’ and issuers’ compliance with the Listing Rules;

> the enforcement by the Hong Kong Stock Exchange of its rules in relation to HKEx’s securities and those
of other applicants and issuers;

> the SFC’s supervision and regulation of HKEx as a listed issuer and, where a conflict of interest arises, other
applicants and issuers;

> conflicts of interest which may arise between the interests of HKEx as a listed company and companies of
which it is the controller, and the interests of the proper performance of regulatory functions by such
companies; and

> market integrity.

As of 31 July 2003, the Hong Kong Stock Exchange listed the shares of 832 companies with a total market
capitalisation of approximately HK$4,177 billion. During the month of January 2003, the average trading
volume in value for the main board per trading day on the Hong Kong Stock Exchange was approximately
HK$9,587 million.

Trading on the Hong Kong Stock Exchange takes place on each business day with continuous trading being
divided into morning and afternoon sessions. Trading is order-based using a computer-assisted trading system
that conveys bid and asking prices for securities, Trades are then effected on a matched trade basis directly
between buyers and sellers. All securities are traded in board lots. For most companies a board lot is 2,000 shares;
odd lots are traded separately, usually at a small discount to the board lot prices. Settlement of trades not effected
through the central clearing system described below is made on a 48-hour basis. Share certificates in board lots,
together with transfer deeds, must be delivered on the second day following the transaction. Payment is due
against delivery. The central clearing and settlement system for Hong Kong listed securities, CCASS, provides for
computerised book-entry settlement transactions by the members of the system. CCASS requires trades effected
through the system to be settled on the second business day after the trade takes place. Where the relevant trades
are settled through CCASS, the share certificates are kept at the central depository and sectlement is electronically
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recorded in the stock accounts of participants kept at the depository. There are no market-makers in the Hong
Kong Stock Exchange except in the market for Exchange-traded options, but exchange dealers may act as dual
capacity broker-dealers. Short selling of securities at or through the Hong Kong Stock Exchange is currently
proscribed except in respect of the covered short selling of a limited group of securities.

The Hong Kong Stock Exchange charges a trading fee of 0.005 per cent. and the SFC imposes a transaction levy
of 0.007 per cent. in respect of each transaction, payable by both seller and buyer. In addition, member brokers
charge brokerage fees to either a buyer or a seller which are required to be no less than 0.25 per cent. of the value
of the purchase or sale. However, on 15 January 2003, the Hong Kong Stock Exchange announced that the
minimum commission rates charged by member brokers will cease to have effect from 1 April 2003. With effect
from 1 April 2003, therefore, commissions will be freely negotiated between brokers and the buyer or seller.
Additional administrative fees are also payable for trades effected through CCASS. No participant broker is
entitled to give any rebate of any kind to any person for the purpose of circumventing the minimum brokerage
requirement. Member brokers are required to make a contract note in respect of each transaction in securities.
The contract note is required to be stamped with ad valorem stamp duty and to be delivered to the client not later
than the end of the next trading day following the transaction. See “Taxation — Hong Kong Taxation”.

The SFC, an autonomous statutory body outside the civil service that provides a general regulatory framework
of the securities and futures industries, was established by the Hong Kong government in 1989. The SFC
administers certain elements of Hong Kong securities law, including those ordinances governing the operations
of securities and commodities dealers, protection of investors, disclosure of interests and insider dealing.

The Hong Kong Stock Exchange promulgates its own rules governing share trading and disclosure of
information to shareholders and investors. Companies listed on the main board of the Hong Kong Stock
Exchange are required to enter into a listing agreement with the Hong Kong Stock Exchange, which provides for,
among other things, the issuance of interim and audited annual accounts to shareholders and the making of
prompt public disclosure of material transactions and developments. In addition, the Hong Kong Codes on -
Takeovers and Mergers and Share Repurchases, which have been issued by the SFC but do not have the force of
law, provide guidelines for the fair treatment of shareholders and preservation of an impartial trading market in
connection with takeovers and mergers of public companies in Hong Kong and guidelines for share repurchases
by such companies. The Securities (Disclosure of Interests}) Ordinance in Hong Kong also contains provisions
which require certain persons holding shares (or deemed to be interested in shares) in listed companies in Hong
Kong to disclose their interests in those shares in certain circumstances.

The Hang Seng Index, which is an index of 33 stocks listed on the Hong Kong Stock Exchange, has recently
experienced significant volatility. The highest and lowest closing levels of the Hang Seng Index for 1999 were
16,962 (on 30 December 1999) and 9,076 (on 10 February 1999), respectively. The highest and lowest closing
levels of the Hang Seng Index for 2000 were 18,301.69 {on 28 March 2000) and 13,722.70 (on 26 May 2000),
respectively. The highest and lowest closing levels of the Hang Seng Index for 2002 were 11,974.61 (on 17 May
2002) and 8,858.69 (on 10 October 2002), respectively. The Hang Seng Index declined to its lowest in three years
after the 11 September 2001 terrorist attacks in the United States. The highest and lowest closing levels for the
Hang Sang Index for the period between 1 January 2003 and 31 July 2003 were 10,207.17 {on 16 July 2003)
and 8,409.01 (on 25 April 2003), respectively. As at 31 July 2003, the closing level of the Hang Seng Index was
10,134.83.
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PRC TAXATION OF NON-RESIDENTS

Tax on interest accrued on the bonds

The Individual Income Tax Law of the PRC (the second amended version)
(PEARLHME N AFBREE B E)) , and the Provisions for Implementation of Individual Income Tax Law
of the PRC (FHEARBEHEN AFBREELESRF) (the “Provisions”), which was issued on 28 January 1994,
stipulate that income tax of 20% shall be withheld on any interest payments on the Bonds received by a foreign
individual not resident in the PRC unless otherwise reduced or exempted pursuant to an applicable double-
taxation treaty or by other applicable exemptions.

According to the Income Tax Law of the PRC Concerning Foreign Investment Enterprises and
Foreign  Enterprises (F#ARZMMENEFRFEUHMNELWFTHABE)  and  its  implementing  rules
(PEAREMESFRFESLMSE S FTEREEREAN), in respect of a foreign enterprise without any
establishment in the PRC or a foreign enterprise with establishments in the PRC whose income at issue has no
effective connections with its PRC establishments, any interest payment on the Bonds received by it would be
subject to withholding tax of 20% on such interest payment unless otherwise reduced or exempted under an
applicable double-taxation treaty or by other applicable exemptions.

On 13 December 1999, SAFE and State Administration of Taxation issued a notice regarding Questions
concerning Providing Tax Certificate of Sale and Payment of Foreign Exchange under Non-trading and Certain
Capital Items (EF/MNLEER  EERFERXRTEAZRBSRFMFEMCRIBFEIUEFXMENER). Under
this notice, holders of bonds outside the PRC issued by PRC enterprises may be exempted from income tax on
interests paid by the issuers if an approval from the relevant tax authorities is obtained.

On 18 November 2000, the State Council issued a notice entitled “State Council Notice Regarding the
Income Tax Reduction for Interest and Other Income that Foreign Enterprises Derive in the PRC”
(BFBEXFHAESLREFREEANHESRBRMEFRERRENEA) (“Tax Reduction Notice”). Under the Tax
Reduction Notice, with effect from 1 January 2000, enterprise income tax at a reduced 10% rate will be levied
on interest, rental, license fees and other income obtained in the PRC by foreign enterprises without any agent
or establishment in the PRC or by foreign enterprises without any effective connections in terms of such income
with their agents or establishment in the PRC. Therefore, where the Tax Reduction Notice is not applicable, a
foreign enterprise bondholder may be subject to a 20% tax on any interest payment on the Bonds and other
income, unless reduced by an applicable double taxation treaty or exempt by any applicable exemptions.

The Company has applied to the State Administration of Taxation for an exemption from the withholding tax
which would be normally payable in respect of interest payments on the Bonds and expects that such exemption
will be granted by the State Administration of Taxation to the Company in due course. However, there can be
no assurance that such an exemption, if obtained, will not be revoked or discontinued in the future or that the
current rate of withholding tax will not be increased. If the exemption from withholding tax on interest payments
on the Bonds is revoked or discontinued and PRC withholding tax is payable, the Company will pay such
additional amount of interest as will result in the receipt by the holders of the Bonds of the net amount after such
withholding or deduction equal to the amount which would otherwise have been receivable by them had no such
withholding or deduction been required. See “Conditions.” However, there is no assurance that the Company
will be able to make payments pursuant to the gross-up provision in accordance with PRC Laws.

TAX ON DIVIDENDS

Individual investors

Under the Provisional Regulations of the PRC Concerning Questions of Taxation on Enterprises Experimenting
with the Share System (BRF#IXARMAXBWNELLETME) (the “Provisional Regulations”) and other
applicable tax laws and regulations, dividends paid by PRC companies to individuals are generally subject to a
PRC withholding tax of 20%. However, on 21 July 1993, the State Administration of Taxation issued the Notice
Concerning the Taxation of Gains on Transfer and Dividends from Shares (Equities) Received by
Foreign Investment Enterprises, Foreign Enterprises and Foreign Individuals (£T4MEi#FeN - SMESW
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FHNEE A NBUR A ZE (A AS) B Lk Wi 35 B LB 75 B U [ A3 40) (the “Tax Notice™). Under the Tax Notice, dividends
paid by a PRC company to foreign individuals with respect to shares listed on an overseas stock
exchange(“Overseas Shares”), including any H shares, are exempt from PRC withholding tax for the time being.
However, if the Tax Notice is subsequently withdrawn, we will withhold such taxes as required by law.

The Individual Income Tax Law of the PRC (the first amended version) (FEARLFE N AN BREGE—-KELE))
(the “Amendments”), which became effective on 1 January 1994, states that it supersedes any contradictory prior
administrative regulation concerning individual income tax. The Amendments can be interpreted as providing
that all foreign individuals are subject to the 20% withholding tax on dividends paid by a PRC company on its
overseas shares unless specifically exempted by the relevant PRC government authorities. However, in a letter
dated 26 July 1994 to the former State Commission for Restructuring the Economic System, the former State
Council Securities Committee and the CSRC, the State Administration of Taxation restated the exemption
contained in the Tax Notice. In the event that the letter is withdrawn, a 20% tax may be withheld on dividends
paid to any Bondholder who has converted the Bonds into Shares, subject to reduction by any applicable tax
treaty between the PRC and the country of residence of the relevant Bondholder who has converted the Bonds
into Shares. To date, the relevant tax authorities have not collected any withholding tax from dividend payments
on those Shares which fall within the exemption under the Tax Notice.

Foreign enterprises

According to the Income Tax Law of the PRC Concerning Foreign Investment Enterprises and Foreign
Enterprises and other applicable tax laws and regulations, dividends paid by PRC companies to foreign
enterprises are ordinarily subject to a PRC withholding tax levied at a flat rate of 20%. However, according to
the Tax Notice, a foreign enterprise receiving dividends paid with respect to a PRC company’s overseas shares
will not be subject to withholding tax. If the Tax Notice is withdrawn and such withholding tax becomes
applicable in the future, such rate may still be reduced under relevant tax treaties, if applicable.

Conversion of bonds
Conversion of a Bond by a foreign holder into Shares will not be subject to PRC income tax.

Capital gains tax on sale, redemption or other disposition of bonds
Currently PRC taxation authority does not impose any income tax on any gains realized on any sale, redemption
or other disposition of the Bonds by a foreign Bondholder.

Capital gains tax on sales of shares

The Tax Notice provides that gains realised by foreign enterprises upon any sale of H shares which are not held
by entities established in the PRC by such foreign enterprises and gains realised by foreign individuals upon any
sale of H shares are currently not subject to capital gains tax. With respect to shareholders who are foreign
individuals, whether or not resident in the PRC, the PRC’s Individual Income Tax Law and the Provisions, which
superseded the Tax Notice with respect to capital gain tax, provides that any capital gains realised by such
individuals will be taxable at the rate of 20%. The Law, however, authorises the Ministry of Finance to
promulgate implementing regulations subject to the approval of the State Council. In 1998, the Ministry of
Finance and the State Administration of Taxation issued notices providing that no capital gains tax will be
imposed on gains from sale of shares by individuals. However, there is no assurance that the above exemption
for foreign enterprises and foreign individuals will continue to apply or be renewed in the future. In the event that
capital gains tax is imposed on gains from sale or disposition of H shares, foreign shareholders would be subject
to a 20% tax unless otherwise reduced or exempted by any applicable laws and double-taxation treaty.

Tax Treaties

Foreign shareholders of the Company resident in countries which have entered into double-taxation treaties with
the PRC may be entitled to reduction of withholding tax imposed on the payment of dividends or interests on
the Bonds to such foreign shareholders. The PRC currently has double-taxation treaties with a number of other
countries, which include Australia, Canada, France, Germany, Japan, Malaysia, the Netherlands, Singapore, the
United Kingdom and the United States.
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Stamp Tax

Pursuant to the Provisional Regulations of the People’s Republic of the PRC Concerning Stamp Tax
(P NRJFREENER HITHRH ), which became effective on 1 October 1988, PRC stamp tax is not applicable to
any acquisition or disposition by non-PRC investors of H Shares outside the PRC. These regulations provide that
PRC stamp tax is imposed only on documents executed or received within the PRC which are legally binding in
the PRC and protected under the PRC law.

TAXATION OF THE COMPANY

Income tax

Pursuant to the PRC tax law, Sino-foreign joint ventures are subject to a 30% national income tax plus 3% local
income tax. In certain special zones, such tax rate may be reduced. In addition, manufacturing foreign invested
enterprises with an operating period of more than ten years enjoy a tax holiday of two-year exemption and
three-year 50% reduction commencing from the first profit-making year.

The Company is subject to income tax at the rate of 33%.

Value-added tax

Pursuant to the Provisional Regulations of the PRC Concerning Value Added Tax (P& AR#AFEHER FT5H),
which became effective from 1 January 1994, and their implementing rules, the sale of products within the PRC,
the importation of products and the provision of processing and/or repair services within the PRC by the
Company are subject to value added tax (“VAT”). VAT payable is calculated as “output VAT” minus “input
VAT?”. Input VAT payable by the Company on purchases is recoverable out of the output VAT collected from its
customers, and any excess of output VAT over input VAT paid is payable to the tax authority. The rate of VAT
is 17%, or, in certain limited circumstances, 13%, depending on the product type.

The Company is subject to VAT at the rate of 17%.
HONG KONG TAXATION

Profits tax
No withholding tax in Hong Kong is payable on payments of principal in respect of the Bonds.

No withholding tax is payable in Hong Kong on the payment of interest on the Bonds. Interest on the Bonds will
not be subject to Hong Kong profits tax, except where the interest is received by or accrued to a financial
institution (as defined in the Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong)) and the sums
received or accrued by way of interest arise through or from the carrying on by the financial institution of its
business in Hong Kong.

No tax is imposed in Hong Kong in respect of capital gains from the sale of property (such as the Bonds and the
Shares). Trading gains from the sale or disposal of the Bonds or Shares or (in the case of the Bonds) on their
conversion or redemption by persons carrying on a trade, profession or business in Hong Kong where such gains
are derived from or arise in Hong Kong from such trade, profession or business will be chargeable to Hong Kong
profits tax imposed at the current rate of 17.5 per cent. on corporations and at the maximum rate of 15.5 per
cent. (for the year of assessment 2003/04) and 16 per cent. {for the year of assessment 2004/05) on individuals.
Gains from the sale of Shares will be considered to be derived from or arising in Hong Kong. Gains from the sale
of Bonds may according to Inland Revenue Department practice be treated as derived from or arising in Hong
Kong if contracts for the purchase and sale of the Bonds are effected in Hong Kong. Liability for Hong Kong
profits tax may thus arise in respect of trading gains derived from or arising in Hong Kong from the sale, disposal,
redemption or conversion of the Shares or the Bonds (as relevant) by persons carrying on business of trading or
dealing in securities in Hong Kong.

No withholding tax is payable in Hong Kong on payments of dividends on the Shares. Under current practice of
the Inland Revenue Department, dividends received on the Shares are not chargeable to Hong Kong profits tax.
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Stamp duty

No Hong Kong stamp duty will be chargeable upon the issue, transfer or conversion of a Bond or the issue of
the Shares. However, following conversion of a Bond, a person who effects any sale and purchase of Shares,
whether as principal or as agent and whether in Hong Kong or elsewhere, is required to execute contract notes
and an instrument of transfer and to have the contract notes and the instrument of transfer stamped with Hong
Kong stamp duty. Instruments of transfer attract a fixed-rate stamp duty of HK$S each. Contract notes attract
ad valorem stamp duty at the aggregate rate of HK$2.00 per HK$1,000 or part thereof by reference to the value
of the consideration or market value, whichever is the greater. If, in the case of a sale or purchase or disposition
of Shares by a person who is not resident in Hong Kong, the stamp duty on either or both of the contract notes
is not paid, the transferee will be liable to pay stamp duty on the instrument of transfer in amount equal to all
the unpaid duty.

If the stamp duty is not paid on the instrument of transfer before execution and on the contract notes within two
days after the sale or purchase is effected in Hong Kong (or thirty days thereafter if effected elsewhere), a penalty
of up to ten times the duty payable may be imposed.

Estate duty
Estate Duty is imposed under the Estate Duty Ordinance (Chapter 111 of the Laws of Hong Kong) on the

principal value of property situated in Hong Kong passing on the death of a person.

No estate duty is payable in respect of Bonds on the death of the beneficial owner of the Bonds because the Bonds.
should not be regarded as property situated in Hong Kong.

Shares listed on the Hong Kong Stock Exchange are required by the rules of the Hong Kong Stock Exchange to
be recorded on a share register in Hong Kong. The Shares are regarded as Hong Kong property for the purposes
of the Estate Duty Ordinance and accordingly Hong Kong estate duty may be payable in respect of the Shares
on the death of any person (wherever the person resides or is domiciled).

Hong Kong estate duty is currently imposed on a progressive scale from 5 per cent. to 15 per cent. No estate duty
is payable when the aggregate value of the dutiable estate does not exceed HK$7.5 million and the maximum rate
of duty of 15 per cent. applies when the aggregate value of the dutiable estate exceeds HK$10.5 million.
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UBS AG, BOCI Asia Limited, Lehman Brothers International (Europe) and Société Générale, Hong Kong Branch
(together, the “Managers”) have, pursuant to a Subscription Agreement dated 3 September 2003 agreed with the
Company, subject to the satisfaction of certain conditions, severally to subscribe and pay for the Bonds at 100
per cent. of their principal amount in the proportion indicated in the table below. The Company has agreed to
pay to the Managers a combined management and underwriting commission and a selling concession aggregating
2.25 per cent. of the principal amount of the Bonds. The Company may also, at its absolute discretion, pay to
UBS Investment Bank an additional incentive fee of 0.25 per cent. of the principal amount of the Bonds.

Principal

amount
Managers of the Bonds
UBS AG oootiiiietieiiiee st irestester e s st staetsesse st eseesre e eba st e bsabsabeebe b e b stesaasbessesseseaet e bereertesterasse e s eabersereans 137,651,000
BOCI ASia LIMITEd ...oveiiieiiieeieeteeteetieriee et sit et sttsve vt st e se s taassessae s bessassas st assassssssnansensenssens 5,383,000
Lehman Brothers International (EUFOPE) ....ioveereeiertiriiiiiininenrierc et srassee st a v sese e 5,383,000
Société Générale, Hong Kong Branch ... 5,383,000

The Subscription Agreement provides that the Company will indemnify the Managers against certain liabilities.
In addition, the Company has agreed to reimburse certain expenses of the Managers in connection with the issue
of the Bonds. The Subscription Agreement entitles the Managers to terminate it in certain circumstances prior to
payment being made to the Company.

The Company has agreed in the Subscription Agreement that, except as described below, neither it nor any
person acting on its behalf will issue, offer, sell, contract to sell or otherwise dispose of any interest in any Shares
or securities of the same class as the Bonds and the Shares or any securities (other than preferred stock)
convertible into, exchangeable for or which carry rights to subscribe or purchase the Bonds, the Shares or
securities of the same class as the Bonds, the Shares or other instruments representing interests in the Bonds, the
Shares or other securities of the same class as them, or announce or otherwise make public an intention to do any
of the foregoing, in any such case without the prior written consent of the Lead Manager on behalf of the
Managers between the date of this Offering Circular and the date which is 180 days after the Closing Date (both
dates inclusive).

The Bonds are new issues of securities with no established trading market. Application has been made to list the
Bonds on the Luxembourg Stock Exchange. Application will be made to list the Shares which will be issued upon
conversion of the Bonds on the Hong Kong Stock Exchange. Application will also be made to list the Shares
which will be issued upon conversion of the Bonds on the Official List of the UK Listing Authority and for such
Shares to be admitted to trading on the London Stock Exchange’s market for listed securities.

GENERAL

No action has been or will be taken in any jurisdiction that would permit a public offering, or any other offering
under circumstances not permitted by applicable law, of the Bonds or the Shares issuable upon conversion of the
Bonds, or the possession or distribution of this Offering Circular (in proof or final form), any amendment or
supplement thereto issued in connection with the proposed resale of the Bonds or any other offering or publicity
material relating to the Bonds or the Shares issuable upon conversion of the Bonds, in any country or jurisdiction
where action for that purpose is required. Accordingly, neither the Bonds nor any Shares issuable upon
conversion of the Bonds may be offered or sold, directly or indirectly, and neither this Offering Circular nor any
other offering material or advertisements in connection with the Bonds or the Shares issuable upon conversion
of the Bonds may be distributed or published, in or from any country or jurisdiction, except in compliance with
any applicable rules and regulations of any such country or jurisdiction.

UNITED STATES

The Bonds and the Shares to be issued upon conversion of the Bonds have not been and will not be registered
under the Securities Act, and, subject to certain exceptions, may not be offered or sold within the United States.
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The Bonds are being offered and sold outside the United States in reliance on Regulation S.

In addition, until 40 days after the commencement of the offering of the Bonds, an offer or sale of the Bonds
within the United States by any dealer (whether or not participating in the offering) may violate the registration
requirements of the Securities Act.

UNITED KINGDOM

Each Manager has represented, warranted and agreed that:

(1) it has not offered or sold and, prior to the expiry of a period of six months from the issue date of the Bonds
will not offer or sell any Bonds to persons in the United Kingdom except to persons whose ordinary
activities involve them in acquiring, holding, managing or disposing of investments (as principal or agent)
for the purposes of their businesses or otherwise in circumstances which have not resulted and will not
result in an offer to the public in the United Kingdom within the meaning of the Public Offer of Securities
Regulations 1995;

(2) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of section
21 of the Financial Services and Markets Act 2000 (the “FSMA?™)) received by it in connection with the
issue or sale of any Bonds in circumstances in which section 21(1) of the FSMA does not apply to the
Company; and

{3) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done
by it in relation to the Bonds in, from or otherwise involving the United Kingdom.

THE PRC

This Offering Circular does not constitute a public offer of the Bonds, whether by sale or by subscription, in the
PRC. The Bonds are not being offered or sold within the PRC, by means of this Offering Circular or any other
document.

HONG KONG

Each Manager has represented and agreed that (1) it has not offered or sold and will not offer or sell in Hong
Kong, by means of any document, any Bonds other than to persons whose ordinary business is to buy or sell
shares or debentures, whether as principal or agent, or in circumstances which do not constitute an offer to the
public within the meaning of the Companies Ordinance (Cap.32) of Hong Kong; and (2) it has not issued and
will not issue any advertisement, invitation or document relating to the Bonds, whether in Hong Kong or
elsewhere, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong
Kong (except if permitted to do so under the securities laws of Hong Kong) other than with respect to Bonds
which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional
investors” within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules
made thereunder.

JAPAN

Each Manager has represented and agreed that the Bonds have not been and will not be registered under the
Securities and Exchange Law of Japan (the “Securities and Exchange Law”) and that the Bonds which it
subscribes will be subscribed by it as principal. Each Manager has also represented and agreed that, in connection
with the initial offering of the Bonds, it will not directly or indirectly offer or sell any Bonds in Japan, or to, or
for the benefit of any resident of Japan (which term as used herein means any person resident in Japan, including
any corporation or other entity organised under the laws of Japan), except pursuant to an exemption from the
registration requirements of, and otherwise in compliance with the Securities and Exchange Law and other
applicable laws and regulations of Japan.
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Subscription and sale

ITALY

Each Manager has represented, warranted and agreed that the offering of the Bonds in Italy has not been
registered with the Commissione Nazionale per le Societa e la Borsa (“CONSOB”) pursuant to Italian securities
legislation and, accordingly, that it has not offered, and will not offer, any Bonds in the Republic of Italy in a
solicitation to the public at large (sollecitazione all’investimento) within the meaning of Article 1, paragraph 1,
letter (t) of Legislative Decree No 58 of 24 February 1998, and that sales of the notes in the Republic of Italy will
only be:

(1) negotiated on an individual basis with “Professional Investors” (operatori qualificati), as defined under
Article 31, paragraph 2, of CONSOB Regulation no. 11522 of 1 July 1998, as amended, and none of the
Bonds will be placed, sold or offered either into the primary market or into the secondary market to
individuals residents in Italy;

(2) effected in compliance with Article 129 of the Legislative Decree no. 385 of 1 September 1993 and the
implementing instructions of the Bank of Ttaly, pursuant to which the issue or offer of securities in Italy is
subject to prior notification to the Bank of Italy, unless an exemption, depending inter alia on the amount
of the issue and the characteristics of the securities, applies;

(3) effected in accordance with any other Italian securities, tax and exchange control and other applicable laws
and regulations and any other applicable requirement or limitation which may be imposed by CONSOB
or the Bank of Italy; and

(4) made by an investment firm, bank or financial intermediary permitted to conduct such activities in the
Republic of Italy in accordance with the relevant provisions of Italian law.

SINGAPORE

This Offering Circular has not been registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, each Manager has agreed that this Offering Circular and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the Bonds may not be circulated
or distributed, nor may the Bonds be offered or sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to the public or any member of the public in Singapore other than (1)
to an institutional investor or other person specified in Section 274 of the Securities and Futures Act, Chapter 289
of Singapore {the “SFA™), (2) to a sophisticated investor, and in accordance with the conditions, specified in
Section 275 of the SFA or (3) otherwise pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA.

THE NETHERLANDS

The Bonds are not being and will not be offered, transferred or sold, whether directly or indirectly, in the
Netherlands, other than to individuals or legal entities who or which trade or invest in securities in the conduct
of their profession or trade (which includes banks, investment banks, securities firms, insurance companies,
pension funds, other institutional investors and treasury departments and finance companies of large enterprises).

FRANCE

Each of the Managers has represented, warranted and agreed that, in connection with their initial distribution,
(i) it has not offered or sold and will not offer or sell, directly or indirectly, any Bonds to the public in the Republic
of France and (ii) offers and sales of Bonds will be made in the Republic of France only to qualified investors as
defined and in accordance with Articles L.411-1 and L.411-2 of the French Code monétaire et financier and
Decree no 98-880 dated 1 October 1998 relating to offers to qualified investors.

In addition, each of the Managers has represented, warranted and agreed that it has not distributed or caused to
be distributed and will not distribute or cause to be distributed in the Republic of France, the Offering Circular
or any other offering material relating to the Bonds other than to investors to whom offers and sales of Bonds
in the Republic of France may be made as described above.
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General information

Application has been made to list the Bonds on the Luxembourg Stock Exchange. The legal notice relating to the
issue of the Bonds and the Articles of Association will be registered prior to the listing with the Registre de
Commerce et des Sociétés, where such documents are available for inspection and where copies thereof can be
obtained upon request. As long as the Bonds are listed on the Luxembourg Stock Exchange, an agent for making
payments on, transfers and conversions of, the Bonds will be maintained in Luxembourg.

The Company will make an application to list the Bonds on the Official List of the UK Listing Authority and to
trade the Bonds on the London Stock Exchange’s market for listed securities within three months of the date on
which the Bonds are listed on the Luxembourg Stock Exchange pursuant to the mutual recognition procedures
of the UK Listing Authority’s Listing Rules.

The Company was incorporated under the laws of the PRC as a joint stock limited company in accordance with
the provisions set out in the PRC Company Law and registered with SAIC on 13 December 1994. On 13 May
1998, the Company was registered as a Sino-foreign joint venture company limited by shares.

The Company has obtained all necessary consents, approvals and authorisations in connection with the issue of -
the Bonds. The issue of the Bonds was authorised by resolutions of the Board of Directors of the Company passed
on 14 August 2001, 19 February 2002, 8 May 2003 and 22 August 2003, by special resolutions of the
shareholders of the Company passed on 10 May 2002 and 10 July 2003, and by special resolutions of the holders
of the domestic shares of the Company and holders of the H Shares of the Company passed on 10 May 2002
and 10 July 2003.

Approvals from the following PRC authorities have been obtained:

> State Council;
>  SDRC; and
> (CSRC.

Except as disclosed in this Offering Circular, there has been no significant change in the financial or trading
position since 31 December 2002 nor any material adverse change in the financial position or prospects since 31
December 2002 of the Company, or of the Group.

Neither the Company nor any of its subsidiaries, joint ventures or associates, is involved in any litigation or
arbitration proceedings which may have, or have had during the 12 months preceding the date of this Offering
Circular, an adverse effect on the financial position of the Company and the Group, nor, so far as any of them
is aware, are any such proceedings pending or threatened except as may be disclosed or referred to herein.

Copies (and certified English translations where the documents are not in English) of the following documents
may be inspected (and in the case of financial statements, obtainable also) at the specified office of the Paying,
Conversion and Transfer Agent in Luxembourg for as long as the Bonds are listed on the Luxembourg Stock
Exchange:

> Articles of Association;

> a copy of the audit report of the independent auditors and the audited consolidated financial statements of
the Company as of and for the years ended 31 December 2000, and 2001 and 2002;

> the Subscription Agreement relating to the Bonds; and

> the Trust Deed to constitute the Bonds (which includes the form of the Global Certificate and the definitive
Certificate) and the Agency Agreement.
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General information

In addition, copies in English of the most recent annual audited consolidated financial statements of the
Company and annual audited unconsolidated balance sheet and any half-yearly unaudited interim financial
information published by the Company will be available free of charge at the specified office of the Paying,
Conversion and Transfer Agent in Luxembourg for as long as the Bonds are listed on the Luxembourg Stock
Exchange. The Company publishes both annual and interim financial statements. The Company only publishes
consolidated and condensed unaudited interim financial statements. The Company only publishes consolidated
financial statements and does not publish any unconsolidated financial information, except for annual audited
unconsolidated balance sheets.

The Bonds have been accepted for clearance through the facilities of Euroclear and Clearstream, Luxembourg.
Relevant trading information is set forth below.

Common Code ..ottt e 017598988

IO IN o XS0175989887
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REPORT OF THE INDEPENDENT AUDITORS

TO THE SHAREHOLDERS OF
BEIJING DATANG POWER GENERATION COMPANY LIMITED
(Incorporated in the People’s Republic of China with limited liability)

We have audited the accompanying balance sheets (expressed in Renminbi) of Beijing Datang Power Generation
Company Limited (the “Company”) and the consolidated balance sheets (expressed in Renminbi) of the
Company and its subsidiaries as at 31 December 2000, 2001 and 2002, and the related consolidated statements
{expressed in Renminbi) of income and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with International Standards on Auditing. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation, We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at
31 December 2000, 2001 and 2002, and of the financial position, results of operations and cash flows of the
Company and its subsidiaries for the years then ended in accordance with International Financial Reporting
Standards.

PricewaterhouseCoopers
3 March 2003
Hong Kong
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BELING DATANG POWER GENERATION COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED INCOME STATEMENTS

FOR THE YEARS ENDED 31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in thousands, except per share data)

2000 2001 2002 2002

Note Rmb Rmb Rmb Uss$

Operating revenue..........ccvvvererereereeseereereeeenienses 22(a) 5,694,195 6,550,620 8,017,912 968,663

Operating costs

Local government surcharges ........cccccvvvneninnnne (73,554) (86,749) (102,012) (12,324)
FUel oo 22(a} (1,686,775)  (1,954,115) (2,556,173) (308,817)
Repairs and maintenance......c.oooevevevveeeveeseeeeenne (194,281) (220,468) (278,085) (33,596)
Depreciation.. e (904,356)  (1,071,866) (1,382,613} (167,037)
Wages and staff welfare.......ococceveiiereerinrrnnnns (285,887) (364,163) {440,772) (53,251)
OLhers oot 22 (505,840} (755,544) {820,699) (99,151)
Total Operating COSts ........eceveveereeerrsereerennens (3,650,693)  (4,452,905) (5,580,354) (674,176)
Operating Profit...........eceverereereceriersnreerssinsresrennans 19 2,043,502 2,097,715 2,437,558 294,487
Share of profit of associates ........ccccovverirererrenrennens 6 — 3,913 5,499 664
Interest iNCOME. .....cvvverierrereereeerniicnrenseesinreesnreeninees 171,698 144,507 89,314 10,790
FINance COStS ...ovvvviriirimrinrierireereerrecerscsreneeernnees 20 (144,643) (99,974) (522,145) (63,082)
Profit before taxation............cococeervevreerienieniiennnens 2,070,557 2,146,161 2,010,226 242,859
TaXAtOM...oveviiereereeeeiet et eee e 21 {695,257) (714,492) (672,156) (81,205)
Profit before minority interests ...........ovveveerierennens 1,375,300 1,431,669 1,338,070 161,654
MINOTItY INTEIEStS..cceereeieeeiirieririirereerrarirasrenies — 6,391 66,542 8,039
Net PIOfit cecevereirvrrereereecrrere e sesreeens 1,375,300 1,438,060 1,404,612 169,693
Proposed dividends .........cccoouveverenininncncnennennens 24 516,285 877,684 619,542 74,848
Earnings per share — basic (Rmb) .........ccoce.n.. 25 0.27 0.28 0.27 0.03
Proposed dividend per share (Rmb) ........cccceoeeee. 25 0.10 0.17 0.12 0.01

The accompanying notes are an integral part of these financial statements.

For the convenience of the reader, translation of amounts of Rmb into United States dollar (“USD”) has been made at rate of
USD1.00=Rmb8.2773 quoted by the PBOC on 31 December 2002, No representation is made that Rmb amounts could have been, or could

be, converted into USD at that rate on 31 December 2002 or at the other date.
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BEIJING DATANG POWER GENERATION COMPANY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in thousands)

2000 2001 2002 2002
Notes Rmb Rmb Rmb Us$
ASSETS
Non-current assets
Property, plant and equipment ......cccccocrrecnene. 4 14,719,850 17,109,395 20,856,652 2,519,741
Investments IN aSSOCIALES vvveevuererroreerrersrrenseenees 6 30,000 33,913 142,351 17,198
Available-for-sale investments .........coocveceerennens 7 46,020 46,920 47,320 5,777
GOOAWILL c.evveeeiveririnre e evecnas 8 55,929 50,337 44,745 5,406
Deferred housing benefits .....ccocveiveerenrircnnennn 9 229,518 261,295 224,079 27,072
Deferred tax aSS€ts....iciaiiriirermrerrirercsnserssenne 21 —_ 10,630 99,489 12,019
15,081,317 17,512,490 21,415,136 2,587,213
Current assets
INVENTOTIES. evieuitieirirrerieeirareerorreeresrreerecsesiontaninns 10 257,700 259,014 302,108 36,498
Other receivables and current assets................. 133,460 177,969 106,320 12,845
Due from NCPGC........ccoovvvvieirenrenreereerenseenens 22(g) 277,463 451,721 769,510 92,966
Investments held for trading.......c.cccovverreevureen 7 41,185 285,681 — —
Short-term bank deposits over three months.... 11 2,987,114 3,230,046 1,876,610 226,718
Cash and cash equivalents .......coocveveevecenninnen. 12, 22 1,207,906 1,273,122 2,350,004 283,909
4,904,828 5,677,553 5,404,552 652,936
Total SSELS ..oveeverrerirrrreereeereereeeeseerernrreeeens 19,986,145 23,190,043 26,819,688 3,240,149
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity
Share capital .oceceevveverererv e 13 5,162,849 5,162,849 5,162,849 623,736
RESEIVES wieiiieeieririreeeiirecrererrrernreseessnnseeessnsens 14 7,767,727 8,689,502 9,216,430 1,113,458
Total shareholders’ equity .......cocoeeuruereccnnnn 12,930,576 13,852,351 14,379,279 1,737,194
MINOTItY INEEFESLS.c..vieeerrierreerreriieirenreseresesresseerens 403,462 529,890 907,234 109,605
Non-current liabilities
Long-term 1oans.......ccooeeveveeeieeeneenenecnceneeeenns 15 4,627,096 6,229,064 8,125,089 981,611
Deferred tax liabilities......ocvevveriivieeiieecreeivennens 21 —_ 33,570 31,123 3,760
4,627,096 6,262,634 8,156,212 985,371
Current liabilities
Accounts payable and accrued liabilities........... 17,22 1,159,286 1,498,188 1,886,388 227,899
Short-term 10ans ......cocoeeeeeeeceveceeereve e 16 190,000 241,120 316,000 38,177
Current portion of long-term loans........ccoove.ne. 15 261,647 360,356 540,953 65,354
Taxes payable..ovicieiiieceeeccee e, 414,078 445,504 633,622 76,549
2,025,011 2,545,168 3,376,963 407,979
Total liabilities ...........occeveevveerecrecresenrinernenne 6,652,107 8,807,802 11,533,175 1,393,350
Total shareholders’ equity and liabilities...... 19,986,145 23,190,043 26,819,688 3,240,149

The accompanying notes are an integral part of these financial statements.

For the convenience of the reader, translation of amounts of Rmb into United States dollar (“USD”) has been made at rate of
USD1.00=Rmb8.2773 quoted by the PBOC on 31 December 2002. No representation is made that Rmb amounts could have been, or could
be, converted into USD at that rate on 31 December 2002 or at the other date.
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BELJING DATANG POWER GENERATION COMPANY LIMITED

BALANCE SHEETS

AS AT 31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in thousands)

2000 2001 2002 2002
Notes Rmb Rmb Rmb Us$
ASSETS
Non-current assets
Property, plant and equipment ........ccoeevrrerennn. 4 11,365,576 11,032,768 10,324,706 1,247,352
Investments in subsidiaries........ccoceenreererneniinns S 1,067,135 1,327,554 2,184,460 263,910
Investments in asSOCIALES .....cceevverereerererssreeneneas 6 30,000 33,913 142,351 17,198
Available-for-sale investments......c.ccooeevivinninnnn 7 46,020 46,920 46,920 5,669
GoOodWill .o s 8 55,929 50,337 44,745 5,406
Deferred housing benefits ......coeveveeireeseerieerenne 9 229,518 261,295 224,079 27,072
Deferred tax assets.......coervreveerivrereeneriereereennns 21 — —_ — —
. 12,794,178 12,752,787 12,967,261 1,566,607
Current assets
INVENTOIIES. e cuiitiverecieeiese e eerecitear e me e s ereeans 10 257,559 230,202 255,713 30,893
Other receivables and current assets................. 117,397 154,270 92,216 11,141
Due from NCPGC ......corevrvveieririirrecrrenrereenen. 22(g) 276,401 404,712 559,720 67,621
Investments held for trading........ccceoveervererirnnne 7 41,185 285,681 — —
Short-term bank deposits over three months.... 11 2,987,114 3,230,046 1,876,610 226,718
Cash and cash equivalents ......coccovevinrecreninnne 12,22 1,142,273 1,234,571 2,299,599 277,820
4,821,929 5,539,482 5,083,858 614,193
TOtal ASSELS .ovvvveieiirrieiirreeerie e 17,616,107 18,292,269 18,051,119 2,180,800
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity
Share capital ..cocovevieverernnereer e 13 5,162,849 5,162,849 5,162,849 623,736
RESEIVES cuvrevereererierieriee e reeeeseeveerr e evessvesbennens 14 7,767,727 8,640,787 9,169,904 1,107,838
Total shareholders’ equity .........occovvrrireenen. 12,930,576 13,803,636 14,332,753 1,731,574
MIDOTItY INLETESTS ..vevreerrirrerireresrerreereesieenvrenennens — —_ —_ —
Non-current liabilities
Long-term loans .. einnenenesisssesessenens 15 3,100,402 2,775,000 2,122,000 256,364
Deferred tax liabilities.......ccoveiirereerververivennenes 21 — 9,576 8,208 992
3,100,402 2,784,576 2,130,208 257,356
Current liabilities
Accounts payable and accrued liabilities .......... 17,22 961,409 1,055,377 797,184 96,310
Current portion of long-term loans.........cocc.v.. 15 209,660 196,660 182,000 21,988
Taxes payable....coeevenenrinrcreccerece 414,060 452,020 608,974 73,572
1,585,129 1,704,057 1,588,158 191,870
Total liabilities ........ccocevvviviviriienriiriie e 4,685,531 4,488,633 3,718,366 449,226
Total shareholders’ equity and liabilities ..... 17,616,107 18,292,269 18,051,119 2,180,800

The accompanying notes are an integral part of these financial statements.

For the convenience of the reader, translation of amounts of Rmb into United States dollar (“USD”) has been made at rate of
USD1.00=Rmb8.2773 quoted by the PBOC on 31 December 2002. No representation is made that Rmb amounts could have been, or could
be, converted into USD at that rate on 31 December 2002 or at the other date.
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BENING DATANG POWER GENERATION COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED 31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in thousands)

Statutory Total
Capital Statutory public Discretionary share-
Share reserve surplus welfare surplus Restricted Retained Total holders’
capital (note a) reserve fund reserve reserve earnings reserves equity
Notes Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb
Balance as at 1
January 2000 ......... 5,162,849 3,653,421 540,081 228,675 1,279,906 — 1,000,115 6,702,198 11,865,047
1999 profit
appropriations....... — — - — 690,344 — (690,344) — —_
Dividends declared ...... — — — — — —  (309,771)  (30%,771) (309,771)
Net profite.ceccnennne 14(f) — — — — — — 1,375,300 1,375,300 1,375,300
Transfer between
LESEIVES c1vvvvrcrenrarinen 14(c) — — 130,532 (130,532) — — — — —
Profit appropriations ... 14 — — 137,530 137,530 — — {275,060} : — —
Balance as at 31
December 2000...... 5,162,849 3,653,421 808,143 235,673 1,970,250 — 1,100,240 7,767,727 12,930,576
2000 profit
appropriations........ 14(d) — — — — 583,955 —  (583,955) — —
Dividends declared 25 — — — — — —  (516,285) (516,285) (516,285)
Net profite.irccceaenns 14f) — — — — — — 1,438,060 1,438,060 1,438,060
Transfer between
TESEIVES .evvrivreriniraees 14(c) — — — (114,758) 114,758 — — — —
Transfer to restricted
LESEIVES .ecvrivireirinrnes 14(e) — — — (258,881) — 226,521 32,360 — —
Profit appropriations .. 14 — — 142,845 142,845 — —_ (285,690) — —
Balance as at 31
December 2001...... 5,162,849 3,653,421 950,988 4,879 2,668,963 226,521 1,184,730 8,689,502 13,852,351
2001 profir
appropriations........ 14(d) — — — — 258,331 —_ (258,331) — —
Dividends declared ...... 25 — — — — — — (877,684) (877,684) (877,684)
Net profite.uccinninne 14(f) — — — — — — 1,404,612 1,404,612 1,404,612
Transfer between
FESEIVES .vvvrrverareeesn 14(c) — — — (49,103) 49,103 — — —_ —
Transfer to restricted
FESEIVES ..vvvvririrearines 14(e) — — —_ — — (32,360) 32,360 —_ —
Profit appropriations .. 14 — — 156,541 156,541 — — (313,082) — —

Balance as at 31
December 2002...... 5,162,849 3,653,421 1,107,529 112,317 2,976,397 194,161 1,172,605 9,216,430 14,379,279

(note a) For each of the 3 years ended 31 December 2002, the capital reserve included revaluation surplus about Rmb3,785 million.

The accompanying notes are an integral part of these financial statements.




BELJING DATANG POWER GENERATION COMPANY LIMITED
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED 31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in thousands)

Statutory Total
Capital Statutory public Discretionary share-
Share reserve surplus welfare surplus Restricted Retained Total holders’
capital (notea) reserve fund reserve reserve earnings reserves equity
Notes Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb
Balance as at 1
January 2000......... 5,162,849 3,653,421 540,081 228,675 1,279,906 — 1,000,115 6,702,198 11,865,047
1999 profit
appropriations ....... —_ - —_ — 690,344 —_ (690,344) — —
Dividends declared...... — — — — — —  (309,771) (309,771)  (309,771)
Net profit....ccerinrens 14(f) —_ —_ — — — — 1,375,300 1,375,300 1,375,300
Transfer between
FESEIVES vvvirerararrenes 14(c) —_ — 130,532 (130,532) — — — — —_
Profit appropriations... 14 — — 137,530 137,530 — —  (275,060) — —
Balance as at 31
December 2000 ..... 5,162,849 3,653,421 808,143 235,673 1,970,250 — 1,100,240 7,767,727 12,930,576
2000 profit
appropriations ....... 14(d) — —_ —_ — 583,955 — (583,955) — —
Dividends declared...... 25 — — — — — —  (516,285) (516,285) (516,285)
Net profit.....coooomrerveeee. 14() — —_ — — — — 1,389,345 1,389,345 1,389,345
Transfer between
FESEIVES wvvvinerrerineens 14(c) — — — (114,758) 114,758 -— — — —
Transfer to restricted
TESETVES wvvemrerarininnnns 14(e) — — — (258,881) — 226,521 32,360 — —
Profit appropriations . 14 — — 142,843 142,845 —_ — (285,690) — —
Balance as at 31
December 2001 ..... 5,162,849 3,653,421 950,988 4,879 2,668,963 226,521 1,136,015 8,640,787 13,803,636
2001 profit
appropriations ....... 14(d) — —_ — —_ 258,331 — (258,331) —_
Dividends declared...... 25 — — — — — - (877,684) (877,684) (877,684)
Net profit......ovoreeene. 14(f) — — — — - — 1,406,801 1,406,801 1,406,801
Transfer between
reserves 14(c) — — — (49,103) 49,103 — — — —
Transfer to restricted
FESELVES wvivvvrirerrrenns 14(e) — — — —_ — (32,360) 32,360 — -—
Profit appropriations . 14 — — 155,271 155,271 — — (310,542) — —
Balance as at 31
December 2002 ..... 5,162,849 3,653,421 1,106,259 111,047 2,976,397 194,161 1,128,619 9,169,904 14,332,753

(note a) For each of the 3 years ended 31 December 2002, the capital reserve included revaluation surplus about Rmb3,785 million.

The accompanying notes are an integral part of these financial statements.
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BEUING DATANG POWER GENERATION COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED CASH FLOW STATEMENTS

FOR THE YEARS ENDED 31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in thousands)

2000 2001 2002 2002
Notes Rmb Rmb Rmb Us$
Cash flows from operating activities
Cash generated from operations.........cevvereennn 26(a) 3,146,615 3,121,207 3,676,349 444,148
Enterprise income tax paid....c..cecovrceeerecrervennn, (564,330) (675,237) (628,953) (75,985)
Dividends paid......cccoevveeirericveereerenieeeennennennnns (309,771) (516,285) (877,684) (106,035)
Net cash from operating activities................ 2,272,514 1,929,685 2,169,712 262,128
Cash flows from investing activities
{Increase) Decrease in short-term bank
deposits over three months......cccccevrvievennene, (432,499) (242,932) 1,353,436 163,512
Acquisition of investments held for trading ..... {100,000} (410,345) (200,000) (24,162)
Proceeds from disposal of investments held
for trading...cccvcveeveeereereeeeese et s et eeeeeaeas 59,450 170,340 500,981 60,525
Acquisition of subsidiaries......c.ocorrevencrereenenne 26(b), (¢) (51,546) (14,514) — —
Acquisition of Unit 2 of Zhang Jia Kou
Power Plant ......cooovveviveeceiceeerieeveeccireevnneens 26(d) (424,045) — — —_
Investments in asSOCIALES .u..cvviveeereirerrerresrerresses (30,000) — (97,552) (11,785)
Addition of available-for-sale investment ......... — (900) — —
Additions to property, plant and equipment.... (3,224,335)  (3,037,615) (4,947,114) (597,673)
Proceeds from disposal of property, plant and
EQUIPITIENE .. veeeeueeereeveerieernerreseneensnsossesseenes 730 471 576 70
Interest reCeived .ooovuvnnriininrinivieneeieiesieeesnnensns 171,402 142,235 141,181 , 17,056
Dividends received .....coovveveveeeeiecreeniieniienrenne. 6,646 5,479 7,494 905
Net cash used in investing activities ............. (4,024,197) (3,387,781} (3,240,998} (391,552)
Cash flows from financing activities
Capital contribution from minority
shareholders into subsidiaries.......cccucuveun...... 162,660 122,818 443,888 53,627
Proceeds from long-term loans.....ccccoovuvvnernnnne, 2,048,227 2,277,369 2,992,478 361,528
Proceeds from short-term loans........cceevevveenee. 270,000 1,315,560- 1,533,961 185,321
Repayments of long-term loans ...ccocvvevvvvveeeennn. (492,595) {608,412) (891,360) (107,687)
Repayments of short-term loans..........cocevurvenen. (135,000)  (1,264,440)  (1,459,081) (176,275)
Interest paid ......cceieeereeiecreneeesrerensereeeeeseeseenas (277,752) {319,583) (471,718) (56,990)
Net cash from financing activities ................ 1,575,540 1,523,312 2,148,168 259,524
Net (decrease) increase in cash and cash
EqUIVALENLS ..ot (176,143) 65,216 1,076,882 130,100
Cash and cash equivalents, beginning of year...... 1,384,049 1,207,906 1,273,122 153,809
Cash and cash equivalents, end of year................ 1,207,906 1,273,122 2,350,004 283,909

The accompanying notes are an integral part of these financial statements.




BEIJING DATANG POWER GENERATION COMPANY LIMITED AND ITS SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in Rmb unless otherwise stated)

1. ORGANISATION AND OPERATIONS

Beijing Datang Power Generation Company Limited (the “Company”) was incorporated in Beijing, the People’s
Republic of China (the “PRC”), on 13 December 1994 as a joint stock limited company. The Company listed its
H Shares on The Stock Exchange of Hong Kong Limited and the London Stock Exchange Limited on 21 March
1997. The Company was registered as a Sino-foreign joint venture on 13 May 1998. The Company and its
subsidiaries currently own and operate five coal-fired power plants and one hydropower plant in Hebei Province,
Beijing City and Tianjin Ciry of the PRC. As at 31 December 2002, the Company and its subsidiaries had 7,332
employees.

The principal activity of the Company and its subsidiaries is power generation in the PRC. The Company and
its subsidiaries conduct their business within one industry segment. As at 31 December 2002, the installed

capacity of the Company and its subsidiaries in operation is summarised as follows:

Total installed

capacity
attributable Province/
Total installed to the  Municipality
Operating Plants capacity Company located
{(MW) (MW)
Four original operating plants:
Douhe POWEr PIant ..ccuovuviciicieni ettt e e n e ereenees 1,550 1,550 Hebei
Gaojing Power Plant ... 600 600 Beijing
Xia Hua Yuan Power Plant ....c.oviveeieieeninennieieinenenenioneeeese e e 400 400 Hebei
Zhang Jia Kou Power Plant.....cccccvvveeiieieieeinnieniereesesrcee s ersneenessesnsenns 2,400 2,400 Hebei
Subsidiaries
Tianjin Datang Panshan Power Generation Company Limited.........ccc.c.. 1,200 900 Tianjin
Hebei Huaze Hydropower Development Company Limited .......c.ccccue.e. 20 18 Hebei
6,170 5,868

As at 31 December 2002, the Company holds equity interests in the following subsidiaries and associates, all of
which are limited liability companies established and operated in the PRC:

Registered Paid-up Attributable

Company name Date of establishment capital capital interest Principal activities
’000 000
Subsidiaries
Inner Mongolia Datang Tuoketuo 17 November 1995 698,090 698,090 60% Power generation
Power Generation Company (under
Limited construction)

(“Datang Tuoketuo”)

Tianjin Datang Panshan Power 6 August 1997 1,050,791 1,050,791 75% Power generation
Generation Company Limited
{(“Datang Panshan”}

0




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
{All amounts expressed in Rmb unless otherwise stated)

1. ORGANISATION AND OPERATIONS (CONT'D)

Registered Paid-up Attributable
Company name Date of establishment capital capital interest Principal activities
000 000

Hebei Huaze Hydropower 29 July 1998 59,161 59,161 90% Hydropower
Development Company Limited generation
(“Huaze Hydropower”)

Shanxi Datang Shentou Power 8 December 1998 46,000 46,000 60% Power generation
Generation Company Limited {(under
{(“Datang Shentou”) construction)

Shanxi Datang Pingwang Thermal 14 July 2000 10,000 10,000 80% Power generation
and Power Company Limited {under
(“Datang Pingwang”) construction)

Yunnan Datang Honghe Power 27 April 2001 10,000 10,000 70% Power generation
Generation Company Limited (pre-construction)
(“Datang Honghe”)

Hebei Datang Tangshan Thermal 21 February 2002 10,000 10,000 80% Power generation
Power Company Limited {(under
(“Datang Tangshan”) construction)

Yunnan Datang Lixianjiang 8 November 2002 10,000 10,000 70% Hydropower
Hydropower Development gerneration
Company Limited {pre-construction)
(“Datang Lixianjiang”)

Associates

North China Electric Power Research 7 December 2000 100,000 100,000 30% Power related
Institute Company Limited technology services
(“NCEPR”)

Gansu Datang Liancheng Power 18 August 2001 10,000 10,000 55% Power generation
Generation Company Limited (under
{(“Datang Liancheng ”)* construction)

Wenshan Malutang Power 19 September 2001 130,600 122,600 23% Hydropower
Generation Company Limited generation
{“Wenshan Malutang”) {pre-construction)

Tianjin Dagang Huashi Power S April 2002 10,000 10,000 30% Power generation
Generation Company Limited (under
{“Tianjin Dagang”) construction)

Beijing Datang Texin Heat 27 April 2002 87,800 87,800 49% Heat transportation
Company Limited {pre-construction)
(“Datang Texin”)

Yunnan Datang Nalan Hydropower 18 October 2002 25,000 16,250 . 51% Hydropower
Development Company Limited generation
{“Datang Nalan”)* {pre-construction)

* Though the Company holds majority equity interests of Datang Liancheng and Datang Nalan, it has not obtained majority voting

rights of these companies. Therefore, the Company classifies these investees as associates.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(Al amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the balance sheet of the Company and the
consolidated financial statements of the Company and its subsidiaries are set out below:

(a) Basis of preparation

The balance sheet and balance sheet related information of the Company, and the consolidated financial
statements of the Company and its subsidiaries have been prepared in accordance with International Financial
Reporting Standards (“IFRS”), including International Accounting Standards and Interpretations issued by the
International Accounting Standards Board. The balance sheet of the Company and the consolidated financial
statements of the Company and its subsidiaries have been prepared under the historical cost convention as
modified by the revaluation of certain property plant and equipment, investments held for trading and
available-for-sale investments.

The accounting policies are relevant for the consolidated financial statements of the Company and its subsidiaries
and the balance sheet of the Company.

The preparation of financial statements in conformity with generally accepted accounting principles requires the
use of estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Although these estimates are based on management’s best knowledge of
current event and actions, actual results ultimately may differ from those estimates.

(b) Principles of consolidation

(i)  Subsidiaries

Subsidiaries, which are those entities in which the Company has the power to govern the financial and operating
policies, are consolidated from the date on which control is transferred to the Company and are no longer
consolidated from the date that control ceases. The purchase method of accounting is used to account for the
acquisition of subsidiaries. The cost of an acquisition is measured at the fair value of the assets given up, shares
issued or liabilities undertaken at the date of acquisition plus costs directly attributable to the acquisition. The
excess of the cost of acquisition over the fair value of the net assets of the subsidiary acquired is recorded as
goodwill. See Note 2(f) for the accounting policy on goodwill.

Intercompany transactions, balances and unrealised gains on transactions between group companies are
eliminated; unrealised losses are also eliminated unless cost cannot be recovered. Where necessary, accounting
policies of subsidiaries have been changed to ensure consistency with the policies adopted by the Company.

In the Company’s financial statements, investments in subsidiaries are accounted for using the equity method.

(ii)  Associates

Investments in associates are accounted for by the equity method of accounting. Under this method the
Company’s share of the post-acquisition profits or losses of associates is recognised in the income statements and
its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the cost of the investments. Associates are entities over which the Company
generally has between 20% and 50% of the voting rights, and over which the Company has significant influence,
but which it does not control. Unrealised gains on transactions between the Company and its associates are
eliminated to the extent of the Company’s interest in the associates; unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. When the Company’s share of losses
in an associate equals or exceeds its interest in the associate, the Company does not recognise further losses,
unless the Company has incurred obligations or made payments on behalf of the associate.

In the Company’s financial statements, investments in associates are accounted for using the equity method.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
() Foreign currency translation

{i)  Measurement currency

Items included in the financial statements of each entity in the Company and its subsidiaries are measured using
the currency that best reflects the economic substance of the underlying events and circumstances relevant to that
entity (“the measurement currency”). The consolidated financial statements are presented in Rmb, which is the
measurement currency of the Company and its subsidiaries.

(i) Transactions and balances

Foreign currency transactions are translated into the measurement currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statements.

Translation differences on debt securities and other monetary financial assets measured at fair value are included
in foreign exchange gains and losses. Translation differences on non-monetary items such as equities held for
trading are reported as part of the fair value gain or loss.

(d) Property, plant and equipment

Property, plant and equipment of the original four power plants during the formation of the Company are
recorded at appraised value as at that time. The asset appraisal was conducted by an independent valuer.
Revaluations of property, plant and equipment are to be performed periodically, normally by professionally
qualified valuers. ‘

Additions subsequent to the formation of the Company are recorded at costs. The initial cost comprises its
purchase price, including import duties and non-refundable purchase taxes and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Property, plant and equipment, apart
from construction-in-progress, are stated at cost or original appraised value less accumulated depreciation and
accumulated impairment loss.

Expenditure incurred after the property, plant and equipment have been put into operation, such as repair and
maintenance and overhaul costs, are normally charged to the income statement in the period the costs are
incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of an item of property, plant and equipment
beyond its originally assessed standard of performance, the expenditure is capitalised as an additional cost of
property, plant and equipment.

Depreciation is calculated on a straight-line basis to write off fixed assets, after taking into account the estimated
residual value, over their estimated useful lives as follows:

BUILAINES o verteree ettt ettt et et te et re e s s ae et e ra e R ne et ke e ek ekt ket esE e e st bek e e b entebe s et aesantene 20-50 years
Electric utility plant in service......ccccvnuerenne oo 12-45 years

Transportation facilities, computer and Others .....ccocveievirceevereserinenciiesesesrenan e 4-10 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount.

Construction-in-progress represents plants and properties under construction and is stated at cost. This includes
the costs of construction, plant and machinery and other direct costs. Construction-in-progress is not depreciated
until such time as the relevant assets are completed and ready for its intended use when they are transferred to
the relevant asset category.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(d) Property, plant and equipment (cont’d)
Gains and losses on disposals are determined by comparing the proceeds on disposal with the carrying amount
and are included in operating profit.

Interest costs on borrowings to finance the construction of property, plant and equipment are capitalised during
the period of time that is required to complete and prepare the assets for its intended use. Other borrowing costs
are expensed.

Management considers that the amount of property, plant and equipment as at 31 December 2002 is not
materially different from fair value.

(e} Investments

The Company and its subsidiaries classified its investments in debt and equity into the following categories: held
for trading, held-to-maturity and available-for-sale. The classification is dependent on the purpose for which the
investments were acquired. Management determines the classification of its investments at the time of purchase
and re-evaluates such designation on a regular basis. Investments that are acquired principally for the purpose of
generating a profit from short-term fluctuations in price are classified as held for trading investments and
included in current assets; for the purpose of these financial statements short term is defined as 3 months except
for short term bank deposits {See Note 12). Investments with a fixed maturity that management has the intent
and ability to hold to maturity are classified as held-to-maturity and are included in non-current assets, except
for maturities within 12 months from the balance sheet date which are classified as current assets. During the
years ended 31 December 2000, 2001 and 2002, the Company and its subsidiaries did not hold any investments
in this category. Investments intended to be held for an indefinite period of time, which may be sold in response
to needs for liquidity or changes in interest rates, are classified as available-for-sale. Such investments are included
in non-current assets unless management has the express intention of holding the investment for less than 12
months from the balance sheet date or unless they will need to be sold to raise operating capital, in which case
they are included in current assets.

Purchases and sales of investments are recognised on the trade date, which is the date that the Company and its
subsidiaries commit to purchase or sell the asset. Cost of purchase includes transaction costs. Trading and
available-for-sale investments are subsequently carried at fair value. Held-to-maturity investments are carried at
amortised cost using the effective yield method. Realised and unrealised gains and losses arising from changes in
the fair value of trading investments are included in the income statement in the period in which they arise.
Unrealised gains and losses arising from changes in the fair value of securities classified as available-for-sale are
recognised in equity. The fair values of investments are based on quoted bid prices or amounts derived from cash
flow models. In circumstances where fair values can be reliably calculated, fair values of unlisted equity securities
are estimated using applicable price/earnings or price/cash flow ratios refined to reflect the specific circumstances
of the issuer. Equity securities for which fair values cannot be measured reliably are recognised at cost less
impairment. When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments are included in the income statements as gains and losses from investment securities.

(H  Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Company’s share of the net
assets acquired at the date of acquisition.

Goodwill is amortised using the straight-line method over its estimated useful life and recognised in the income
statement as other operating expenses. Management determines the estimated useful life of goodwill based on its
evaluation of the respective companies at the time of the acquisition, considering factors such as existing market
share, potential growth and other factors inherent in the acquired companies.

At each balance sheet date, the Company assesses whether there is any indication of impairment. If such
indications exist an analysis is performed to assess whether the carrying amount of goodwill is fully recoverable.
A write down is made if the carrying amount exceeds the recoverable amount.

F-13




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(g) Impairment of long lived assets

Property, plant and equipment and other non-current assets, including goodwill and intangible assets are
reviewed for impairment losses whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of the
asset exceeds its recoverable amount, which is the higher of an asset’s net selling price and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest level for which there are separately identifiable
cash flows.

(h) Inventories

Inventories are stated at the lower of weighted average cost or net realisable value, and are expensed to fuel costs
or other relevant operating expenses when used, or capitalised to fixed assets when installed, as appropriate. Cost
of inventories includes direct material cost and transportation expenses incurred in bringing the materials and
supplies to the working locations. Net realisable value is the estimated selling price in the ordinary course of
business, less the costs of completion and selling expenses.

(i) Receivables

Receivables are carried at the original invoiced amount less provision made for impairment of these receivables.
A provision for impairment of receivables is established when there is objective evidence that the Company and
its subsidiaries will not be able to collect all amounts due. The amount of the provision is the difference between
the carrying amount and the recoverable amount, being the present value of expected cash flows, discounted at
the market rate of interest for similar borrowers.

(i). Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement,
cash and cash equivalents comprise cash on hand, deposits held at call with banks and other short-term highly
liquid investments with original maturities of 3 months or less.

(k) Borrowings

Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost using the effective yield method; any difference between proceeds (net of
transaction costs) and the redemption value is recognised in the income statement over the period of the
borrowings.

() Deferred income taxes

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. Currently enacted tax
rates are used in the determination of deferred income tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates,
except where the timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.

(m) Government grants

Government grants are not recognised until there is reasonable assurance that the Company will comply with the
conditions attached to them and that the grants will be received. Government grants are deferred and recognised
in the consolidated income statement over the period necessary to match them with the related costs that they are
intended to compensate on a systematic basis. Grants related to the acquisition of property, plant and equipment
are accounted for as deferred income in the financial statements and are recognised as income over the useful life
of the asset.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(n) Provisions

Provisions are recognised when the Company and its subsidiaries have a present legal or constructive obligation
as a result of past events, it is probable that an outflow of resources will be required to settle the obligation, and
a reliable estimate of the amount can be made. Where the Company and its subsidiaries expect a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but
only when the reimbursement is virtually certain.

{o) Revenue and income recognition

Revenue and income are recognised when it is probable that the economic benefits associated with a transaction
will flow to the Company and its subsidiaries and the revenue and the costs incurred or to be incurred in respect
of the transaction can be measured reliably and on the following bases:

(i)  Operating revenue

Operating revenue represents amount of tariffs billed for electricity generated and transmitted to North China
Power Group Company (“NCPGC”), the substantial shareholder. Operating revenue is billed and recognised
upon transmission of electricity to the power grid controlled and owned by NCPGC.

{(ii) Interest income
Interest income from deposits placed with banks and other financial institutions is recognised on a time
proportion basis that takes into account the effective yield on the assets.

(iii) Dividend income
Dividend income is recognised when the right to receive payment is established.

{p) Retirement and staff housing benefits

Pension obligations

The Company and its subsidiaries have various defined contribution plans in accordance with the local
conditions and practices in the provinces in which they operate. A defined contribution plan is a pension plan
under which the Company and its subsidiaries pay fixed contributions into a separate entity (a fund) and will
have no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets
to pay all employees benefits relating to employee service in the current and prior periods.

Costs of retirement benefits are charged to income statement as incurred.

Staff housing benefits

The Company and its subsidiaries provide housing to their employees at a discount price. The price difference
between the selling price and the cost of housing is considered housing benefit and is amortised on a straight line
basis over the estimated average service lives of relevant employees and included in other operating costs.

Apart from housing benefit, the Company and its subsidiaries also contribute to the state-prescribed housing
fund. Such costs are charged to the income statement as incurred.

(q) Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party
or exercise significant influence over the other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

()  Minority interests
Minority interests include the minorities’ proportion of the fair value of identifiable assets and liabilities of
subsidiaries.

Changes in minority interests represent new capital injection from minority shareholders and share of profit
which should belong to minority shareholders.

The losses applicable to the minority in a consolidated subsidiary may exceed the minority interest in the equity
of the subsidiary. The excess, and any further losses applicable to the minority, are charged against the majority
interest except to the extent that the minority has a binding obligation to, and is able to, make good the losses.
If the subsidiary subsequently reports profits, the majority interest is allocated all such profits until the minority’s
share of losses previously absorbed by the majority has been recovered. '

As of 31 December 2000, 2001 and 2002, all losses of subsidiaries attributed to minorities were less than the
minorities’ investment in the subsidiaries and therefore the Company did not absorb any such loss.

(s) Financial instruments

Liability and equity

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Interest, dividends, gains and losses relating to a financial instrument classified as a liability, are
reported as an expense or as income. Distributions to holders of financial instruments classified as equity are
charged directly to equity. When the rights and obligations regarding the manner of settlement of financial
instruments depend on the occurrence or non-occurrence of uncertain future events or on the outcome of
uncertain circumstances that are beyond the control of both the issuer and the holder, the financial instrument
is classified as a liability unless the possibility of the issuer being required to settle in cash or another financial
asset is remote at the time of issuance, in which case the instrument is classified as equity.

Derivative financial instruments

On inception, the Company and its subsidiaries identify certain derivatives as either i) a hedge of the fair value
of an asset or a liability (fair value hedge), ii) a hedge of the exposure to variability in cash flows attributable to
an asset or liability or a forecasted transaction (cash flow hedge) or iii) a hedge of a net investment in a foreign
entity.

The Company and its subsidiaries’ criteria for classifying a derivative instrument as a hedge include: i) the hedge
transaction is expected to be highly effective in achieving offsetting changes in fair value or cash flows
attributable to the hedged risk, ii) the effectiveness of the hedge can be reliably measured, iii) there is adequate
documentation of the hedging relationships at the inception of the hedge, and iv) for cash flow hedges, the
forecasted transaction that is subject of the hedges must be highly probable.

Derivative financial instruments that are not designated as hedging instruments are classified as held-for-trading
and carried at fair value, with changes in fair value included in the income statement.

An embedded derivative is separated from the host contract and accounted for as a derivative if i) the economic
characteristics and risks of the embedded derivative are not closely related to the economic characteristics and
risks of the host contract; ii) a separate instrument with the same terms as the embedded derivative would meet
the definition of a derivative; and iii) the hybrid (combined) instrument is not measured at fair value with changes
in fair value reported in net profit or loss.

Financial instruments are reviewed for impairment at each balance sheet date. For financial assets carried at
amortised cost, whenever it is probable that the Company and its subsidiaries will not collect all amounts due
according to the contractual terms of loans, receivables or held-to-maturity investments, an impairment or bad
debt loss is recognised in the income statement. A reversal of impairment losses previously recognised is recorded
when the decrease in impairment loss can be objectively related to an event occurring after the write-down. Such
reversal is recorded in income. However, the increased carrying amount is only recognised to the extent it does
not exceed the amortised cost which would have been recorded had the impairment not been recognised.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(t) Contingencies

Contingent liabilities are recognised in the financial statements when it is probable that a liability will crystallise.
Where no provision is recorded, they are disclosed unless the possibility of an outflow of resources embodying
economic benefits is remote. A contingent asset is not recognised in the financial statements unless virtually
certain but disclosed when an inflow of economic benefits is probable.

{u) Dividends
Dividends are recorded in the financial statements of the Company and its subsidiaries in the period in which they
are approved by the shareholders of the Company and its subsidiaries.

(v) Subsequent events

Post-year-end events that provide additional information about a company’s position at the balance sheet date
{adjusting events) are reflected in the financial statements. Post-year-end events that are not adjusting events are
disclosed in the notes when material.

3. FINANCIAL RISK MANAGEMENT

{a) Financial risk factors )

The Company and its subsidiaries conduct their operations in the PRC and are exposed to market risks from
changes in interest and foreign exchange rates. In addition, they are also subject to special considerations and
risks including risks associated with, among others, the political, economic and legal environment, restructuring
of the PRC electric power industry and regulatory reform, new regulation pertaining to setting of power tariff
and availability of fuel supply at a stable price.

Risk management policies are approved by senior management of the Company and carried out by a central
planning department in close co-operation with the operating units of the Company and its subsidiaries.

(i)  Interest rate risk

The floating rate loans expose the Company and its subsidiaries to interest rate risk. The Company and its

subsidiaries use derivative instruments, to the extent available in the PRC, to manage exposure to fluctuations in’
interest rates. When considered appropriate, the Company uses interest rate swap to manage the relative level of

its exposure to cash flow risk associated with borrowings with floating interest rates.

Interest rates applicable to the Company and its subsidiaries’ borrowings and the schedule of long-term loan
repayments are disclosed in Note 15.

(i) Foreign currency risk

The Company’s businesses are principally conducted in Rmb, except that purchases of certain electric utility plant
equipment are dominated in USD. Dividends to shareholders holding H Shares are declared in Rmb and paid in
Hong Kong dollars. As at 31 December 2002, all of the Company and its subsidiaries’ assets and liabilities were
denominated in Rmb except for cash and bank deposits of approximately Rmb2,089 million (2001 - Rmb2,522
million, 2000 - Rmb2,448 million) and long-term loans of approximately Rmb2,212 million (2001- Rmb590
million, 2000 - Rmb333 million) which were denominated in foreign currencies, principally in USD and Hong
Kong dollars. Fluctuation of exchange rate of Rmb against foreign currencies could affect the Company and its
subsidiaries’ results of operation.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

3. FINANCIAL RISK MANAGEMENT (CONT'D)
(@) Financial risk factors (cont'd)

(iii) Credit risk

All of the Company and its subsidiaries’ sales of on-grid electricity for the years were made to NCPGC (see Note
22). In addition, the ten largest suppliers accounted for approximately 64% (2001 - 77%, 2000 - 72%) of the
coal purchases of the Company and its subsidiaries for the year ended 31 December 2002.

A significant portion of the Company and its subsidiaries’ cash and cash equivalents and bank deposits over three
months is deposited with the four largest state-owned banks of the PRC.

The Company and its subsidiaries do not guarantee obligations of other parties except for the Company’s
proportionate share of the loans of its subsidiaries.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance
sheet. The Company considers that its maximum exposure is reflected by the amount of trade receivables and
other current assets, net of provisions for impairment recognised at the balance sheet date.

{iv) Liquidity risk

The Company and its subsidiaries’ policy is to maintain sufficient cash and cash equivalents or have available
funding through an adequate amount of committed credit facilities to meet its commitments regarding
construction of power plants. The amount of undrawn credit facilities at the balance sheet date is disclosed in
Note 26(f).

(b) Accounting for derivative financial instruments and hedging activities
Derivative financial instruments are initially recognised in the balance sheet at cost and subsequently are
remeasured at their fair value.

While derivative transactions provide effective economic hedges under the Company and its subsidiaries’ risk
management policies, the derivatives that do not qualify fro hedge accounting under the specific rules in IAS 39
are carried at fair value with changes in fair value included in the income statement.

(c) Fair values
The fair value of investments held for trading is estimated by reference to their quoted market price at the balance
sheet date. The fair value of interest rate swap is calculated as the present value of the estimated future cash flows.

The carrying amounts of the Company and its subsidiaries’ cash and cash equivalents, short-term bank deposits
over three months, due from a shareholder, accounts payable and short-term loans approximate their fair values
because of the short maturity of these instruments.

Available-for-sale investments are measured at cost as there is no quoted market price in an active market and
their fair value cannot be reliably measured (see Note 7(i)).

The fair values of long-term loans, including current portions of approximately Rmb8,648 million (2001 -
Rmb6,587 million, 2000 - Rmb4,886 million) as at 31 December 2002, have been estimated by applying a
discounted cash flow approach using interest rates available to the Company and its subsidiaries for comparable
instruments. As at the same date, the book value of these liabilities was approximately Rmb8,666 million (2001
- Rmbé6,589 million, 2000 - Rmb4,889 million).

Fair value estimates are made at a specific point in time and based on relevant market information and
information about the financial instrument. These estimates are subjective in nature and involve uncertainties and
matters of significant judgement and therefore cannot be determined with precision. Changes in assumptions
could significantly affect the estimates.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in Rmb unless otherwise stated)

4. PROPERTY, PLANT AND EQUIPMENT

Company and its subsidiaries

Transportation
Electric facilities,
utility plants computers Construction-
Buildings in service and others in-progress Total
000 ’000 000 000 000
Year ended 31 December 2000
Cost or valuation (note i)
Beginning of year......cecveeveenmrnernrnnen,s 1,204,232 11,156,427 292,919 1,931,121 14,584,699
AddItion ...cceveveeveeveee e 47,286 23,695 17,993 3,342,135 3,431,109
ACQUISITIONS .vvovvirieireirerieerereec e 19,506 846,410 8,387 91,818 966,121
DiSposals covvvveeveeiecienriereeee s (403,097) (108,769) (11,141} — (523,007)
Transfer in/(OUt)..cecveveevencenecreeeiecnes 250,900 1,203,533 23,342 (1,477,775) —
End of year....ocvuvveerecncinneveernnn 1,118,827 13,121,296 331,500 3,887,299 18,458,922
Accumulated depreciation
Beginning of year......ccccocvuvevirvnrnnrninnns 141,046 2,645,693 108,660 — 2,895,399
Charge for the vear ....cocoovvecvveereeeennnne, 28,034 846,931 34,824 — 909,789
Written back on disposals .....cc.ccocevcerrnees (8,330) (53,173) (4,613) — (66,116)
End of vear.....coovevevvevcvevenereceeneeene 160,750 3,439,451 138,871 —_ 3,739,072
Net book value
End of year....oovveeieeenenvnrneceeeennn 958,077 9,681,845 192,629 3,887,299 14,719,850
Beginning of vear......cccoevevvvevcereiennnnenn. 1,063,186 8,510,734 184,259 1,931,121 11,689,300
Company
Transportation
Electric utility facilities,
plants in computers Construction-
Buildings service and others in-progress Total
000 ’000 000 ’000 ’000
Year ended 31 December 2000
Cost or valuation (note i)
Beginning of year.....cocoveevenenvivrerncnennens 1,179,414 11,153,335 286,117 716,664 13,335,530
AddItion ..o 45,078 22,161 12,980 1,344,156 1,424,375
ACQUISILIONS cevvevereaniciieineirieresreereeseeneeas 13,209 846,410 7,828 — 867,447
DiSposals ...oevveeveeveiniieiernereeeeeiene (403,097) (108,769) (10,838) — (522,704)
Transfer in/(OUL)...ovvcererrererieecrereereeens 250,900 1,203,533 23,342 (1,477,773) —
End of year..oveeeiornereee e 1,085,504 13,116,670 319,429 583,045 15,104,648
Accumulated depreciation
Beginning of year.......ccccvvvevvnernrinennnn, 141,046 2,645,693 108,660 —_ 2,895,399
Charge for the year ..oocveeveevvevieivnnnnnee, 28,034 846,931 34,824 — 909,789
Written back on disposals .......ccccveevnenne, (8,330} (53,173) (4,613) —_ (66,116)
End of year ..o, 160,750 3,439,451 138,871 — 3,739,072
Net book value
End of year..ovecvveencnnenenrecresncen 924,754 9,677,219 180,558 583,045 11,365,576
Beginning of year......ccoceevrreeveeveerenererennes 1,038,368 8,507,642 177,457 716,664 10,440,131

(notei): Property, plant and equipment of approximately Rmb5,934 million represents fixed assets of the original four power plants during
the formation of the Company, which are recorded at appraised value as the date of formation of the Company conducted by an

independent valuer.




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

4, PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Company and its subsidiaries

Transportation
Electric facilities,
utility plants computers Construction-
Buildings in service and others in-progress Total
’000 000 000 ’000 000
Year ended 31 December 2001
Cost or valuation (note i)
Beginning of Year.......cereeeererviereeeerrererseeneens 1,118,827 13,121,296 331,500 3,887,299 18,458,922
AddItion ..oveeeceienicriereeecesee e 18,136 1,577 25,179 3,574,168 3,619,060
ACQUISITIONS cuveveirerreriererereniesreseseeeereennenanae 170 — 1,415 15,340 16,925
Disposals ...ccvvceiereereneeen e (116,845) (74,747) (7,896) — (199,488)
Transfer IN/(OUL)..ueveeerreerirreeere e 742,965 2,884,199 91,336 (3,718,500) —
End of Year....ooevieveeveerierreenreieereseereeresnesseseas 1,763,253 15,932,325 441,534 3,758,307 21,895,419
Accumulated depreciation
Beginning of year.....cceeevvvvvvvevienerenieerrenenn, 160,750 3,439,451 138,871 — 3,739,072
Charge for the vear ...ccccovveieivcrerveninniecneenns 15,708 1,034,041 37,992 — 1,087,741
Written back on disposals......cccceeverrerennenen (516) (35,860) (4,413) — (40,789)
End of Year..omieerviecieeececenecresneesiesieenens 175,942 4,437,632 172,450 — 4,786,024
Net book value
End of Y€ar...cioiviieviiceen e 1,587,311 11,494,693 269,084 3,758,307 17,109,395
Beginning of year......ccocvvereeveierererreeresmenennans 958,077 9,681,845 192,629 3,887,299 14,719,850
Company
Transportation
Electric utility facilities,
plants in computers Construction-
Buildings service and others in-progress Total
000 000 000 000 000
Year ended 31 December 2001
Cost or valuation (note 1)
Beginning of year.....cccovveeenuvnerissneneneseeinenns 1,085,504 13,116,670 319,429 583,045 15,104,648
AddItion oo 5,073 397 16,011 880,437 901,918
DiSPOSALS cvvevieerieieerierenre ettt seens (116,845) (74,747) (7,896) — (199,488}
Transfer INf{OUt)....eererrerrerrcrrrerenrereereessresennas 181,847 1,186,249 21,066 (1,389,162) —
End of year.... it recececeseennene 1,155,579 14,228,569 348,610 74,320 15,807,078
Accumulated depreciation
Beginning of Year.....cvecevierreernenvrrseersenens 160,750 3,439,451 138,871 — 3,739,072
Charge for the year coceevevcevineiervcevcereraenene, 12,457 1,031,389 32,181 — 1,076,027
Written back on disposals ......c.ccvevreecerieenennn. {516) (35,860) (4,413) —_ (40,789)
End of Year..cvcreeeeceve e 172,691 4,434,980 166,639 — 4,774,310
Net book value '
End of year.. e 982,888 9,793,589 181,971 74,320 11,032,768
Beginning of year......ccocveeeinnierereeresenrencennans 924,754 9,677,219 180,558 583,045 11,365,576

{(notei): Property, plant and equipment of approximately Rmb5,734 million represents fixed assets of the original four power plants during
the formation of the Company, which are recorded at appraised value as the date of formation of the Company conducted by an
independent valuer.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002

(All amounts expressed in Rmb unless otherwise stated)

4. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Company and its subsidiaries

Transportation

Electric facilities,
utility plants computers Construction-
Buildings in service and others in-progress Total
’000 ’000 '000 ’000 000
Year ended 31 December 2002
Cost or valuation (note 1)
Beginning of vear.......cococeeverevereerennns 1,763,253 15,932,325 441,534 3,758,307 21,895,419
AddItion ....coeeveievievecrnree e 26,864 11,307 32,266 5,154,730 5,225,167
Disposals ..cccevrrerrerincenrrninrnnee e (26,435) {132,440) (16,745) — (175,620}
Transfer in/{Out).....cccveencernevenienrecceeneens 112,483 2,055,389 46,909 (2,214,781) —
End of year....ocvveeeecnercinnreeenee 1,876,165 17,866,581 503,964 6,698,256 26,944,966
Accumulated depreciation
Beginning of year.......coeveemeveenccrneens 175,942 4,437,632 172,450 — 4,786,024
Charge for the year ...cccccvvnvreinireneennn 15,835 1,335,828 42,036 —_ 1,393,699
Written back on disposals (83) (77,849) (13,477) —_ (91,409)
End of year .o 191,694 5,695,611 201,009 — 6,088,314
Net book value
End of year..cooovmvireoreecrrvnrneneereneee 1,684,471 12,170,970 302,955 6,698,256 20,856,652
Beginning of year......cocoevceverrirercnennen 1,587,311 11,494,693 269,084 3,758,307 17,109,395
Company
Transportation
Electric utility facilities,
plants in computers Construction-
Buildings service and others in-progress Total
*000 000 000 ’000 000
Year ended 31 December 2002
Cost or valuation (note i)
Beginning of year.......ccccvrinierirnnnenen 1,155,579 14,228,569 348,610 74,320 15,807,078
AddItion .o 5,460 9,455 11,109 454,232 480,256
Disposals .ccvrvrveeiniereetieeeere e (361) (132,440) (16,162) — (148,963)
Transfer in/(OUL)....ccevevrrvnereneireeeenes 35,378 158,886 28,488 (222,752) —
End of year.....ocoveereeencnnnennnneneneen 1,196,056 14,264,470 372,045 305,800 16,138,371
Accumulated depreciation
Beginning of year......ccccocvverenecneerenne 172,691 4,434,980 166,639 — 4,774,310
Charge for the year ...cceoecevereerireenenne 13,350 1,081,610 36,495 —_ 1,131,455
Written back on disposals (83} (79,074) (12,943) — (92,100)
End of year....coovvncrenieniecnecnnnenn 185,958 5,437,516 190,191 —_ 5,813,665 .
Net book value
End of year.....ccoveveeveceverenieeeereeens 1,010,098 8,826,954 181,854 305,800 10,324,706
Beginning of year.......cceeeenreecrreenenen. 982,888 9,793,589 181,971 74,320 11,032,768

(notei): Property, plant and equipment of approximately Rmb5,585 million represents fixed assets of the original four power plants during
the formation of the Company, which are recorded at appraised value as the date of formation of the Company conducted by an

independent valuer.
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NOTES TO THE FINANCIAL STATEIMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

4. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

For the year end 31 December 2002 the interest rates on the loans for which interest has been capitalised varies
from 2.88% to 6.21% (2001 - 3.00% to 7.08%, 2000 - 1.00% to 7.08%) per annum.

A valuation of the Company’s property, plant and equipment was carried out during 1997 by independent

valuers. The revaluation was done based on depreciated replacement costs. The revaluation surplus was credited
to capital reserve in shareholder’s equity.

5. INVESTMENTS IN SUBSIDIARIES

Company
2000 2001 2002
’000 000 '000
At beginning Of YEaL....ovveeereeeeriicreereecenenerre s re e erae st s beneeraesessaeae s 661,275 1,067,135 1,327,554
AQIEONS v seeeereseesee s ese e ssessesesresesseesseesserseesseseesssesseesreseees 405,860 275,610 958,073
Share of results After TAX ..ovveiieireereererre st et eeesee e sreresbera e sa et esee e esenes —_ (15,191) {99,135)
DAVIAEIAS. 1. veeveeriertitiieree e sreie e e s eresrestesebeenebeebesssbessssensessesessssaseesenseseees — — (2,032)
AU I Of YEAT 1ovrvcviiviiinrerrereerecrsenresrinsrrsrisrrsessesestesserssrssssunsssreneerasnsssssssansans 1,067,135 1,327,554 2,184,460

6. INVESTMENTS IN ASSOCIATES

Company and its subsidiaries

2000 2001 2002
’000 000 000
At beginning of YEAL....oviirererereniierieiereee ettt bbb — 30,000 33,913
AAITIONS 1ovvrveniereerereseriirirsesee et raresresesesessesessanatssssessasssesssessrsstesessssssastosssanen 30,000 — 102,939
Share of results after taX ...oicvevceiiiiiiniiie ettt et reneas — 3,913 5,499
AL €N Of YEAT eieiririeietcrtcrcrre ettt ettt st sbt bt st st et st e esat s 30,000 33,913 142,351

The additions in 2002 mainly represent the Company’s investments in various projects in Yunan Province, Beijing

City and Tianjin City.
As at 31 December 2000, 2001 and 2002, the Company’s subsidiaries had no investment in associates.
7. INVESTMENTS

() Available-for-sale investments

Available-for-sale investments of the Company and its subsidiaries mainly comprised a 16% equity investment
(unlisted) in NCPG Finance Company Ltd. held by the Company. NCPG Finance Company Ltd. is a non-bank
financial institution providing financing services to entities controlled by NCPGC.

These investments do not have a quoted market price in an active market. In addition, the principal activities of
these investees are to provide services exclusively to their shareholders and their affiliates. Based upon the limited
forecast financial information regarding these investments available to the Company, the directors are of the
opinion that there are no appropriate methods to reliably measure their fair values. Accordingly, these
investments are stated at cost and are subject to review for impairment loss.

There were no disposals nor provisions for impairment on available-for-sale investments for the years ended 31
December 2000, 2001 and 2002.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

7. INVESTMENTS (CONT'D)

(i) Investments held for trading

Government bonds that are acquired for the purpose of generating a profit from short-term fluctuations in price
are classified as investments held for trading and are stated at fair value. The fair value is determined based on
quoted market prices at the balance sheet dates. The gains or losses arising from changes in the fair value
subsequent to initial recognition are included as income or expenses for the period.

8. GOODWILL

Goodwill arose from the Company’s acquisition of Zhang Jia Kou Power Plant Unit 2 in 2000 and is amortised
over 10 years.

Company and its subsidiaries

2000 2001 2002
’000 ’000 ’000
Cost
Beginning of YEar ....ucecireriiieiiriieeeeceresr ettt — 57,363 57,363
AQItION tovevvirieiee ettt ese b e s e v s e et reesreestssessasbaasabeastessarsenstestsnisraserres 57,363 — —_
ENA Of YEAT cu ittt e et e s e ra et ettt e s e sann s e ne 57,363 57,363 57,363
Accumulated amortisation
BegInning of YEar .c.uvceciirneccierere et e e st — (1,434) (7,026)
Charge fOr the YEAT ..ouviuiiiirieereisieree e s eeeresae e ese st s s eba s asessesasreseasas (1,434) (5,592) (5,592)
ERA Of YOI ctetieiirrirreieiercriesire et te s st oo ns s st s neba e e b sbn s basbantas (1,434) (7,026) (12,618)
Net book value
ENd Of VAL otiiiieiiecriti et teetentens et e ste st et sttt ns bt re et st 55,929 50,337 44,745
BEZINNING Of VEAT wvoviiiiiiieeeiereriereree e seeressessebeneerena i sresee st nrassassassesensssenes 55,929 50,337

The amortisation cost is included in other operating costs in the financial statements.

As at 31 December 2000, 2001 and 2002, there was no goodwill in the subsidiaries’ accounts.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

9. DEFERRED HOUSING BENEFITS

Pursuant to the “Proposal on Further Reform of Housing Policy in Urban Areas” of the State and the
implementation schemes for staff quarters issued by the relevant provincial and municipal governments, the
Company and its subsidiaries have finalised a scheme for selling staff quarters in 1999.

Under the scheme, the Company and its subsidiaries provide housing benefits to its staff to buy staff quarters
from the Company and its subsidiaries at preferential prices. The offer price is calculated based on their length
of service and position pursuant to the prevailing local regulations. The deferred housing benefits represent the
difference between the net book value of the staff quarters sold and the proceeds collected from the employees.
The housing benefits are amortised over the remaining average service life of the relevant employees. The
estimated housing benefits are expected to benefit the Company and its subsidiaries over ten years, which is the
estimated remaining average service life of the relevant employees.

Company and its subsidiaries

2000 2001 2002
’000 ’000 000
Cost
Beginning Of YEAL . .ecoeveeeereiirieeie i trtetesee v e st et esee et e e st saesnsens — 272,018 342,837
AAITION 1.evveviseece ettt ctve e e e e e seeereeen b e as et s et e sanseneaereeneennnas 272,018 70,819 —
ENd Of YEAT .ottt eee e e et et b e st st e renreene 272,018 342,837 342,837
Accumulated amortisation
Beginning Of YEAL ...eveceeerierireecerecirner e treres st veseesessssent e seese e esessesesnesanes —_ (42,500) (81,542)
Charge fOr the YEAT cevveirceieienerieriseirtre e raesteresreseessesessssesesiesnesessesersssassons (42,500) {39,042) (37,216)
ENd Of AT ittt ittt ettt sttt e e st s be e b sra s (42,500) (81,542) (118,758)
Net book value
EDd Of YEAT oottt ettt ettt ee e b e bae e e rb e anentaen 229,518 261,295 224,079
BEZINNING Of YEAT ...oveeieerritireetentee ettt ettt st et e se et seesnbane o — 229,518 261,295

As at 31 December 2000, 2001 and 2002, there was no deferred housing benefit in subsidiaries’ accounts.
10. INVENTORIES

Company and its subsidiaries

2000 2001 2002

’000 ’000 ’000

FUEL ettt et sae bt sr et ar st bbbt e b e rn s 85,804 90,705 108,985
Spare parts and consumable SUPPIIES.......cevvimirverrerniniiiiirn e 171,896 168,309 193,123
257,700 259,014 302,108

Company

2000 2001 2002

000 ’000 000

FUEL ettt sttt et sttt e es 85,804 62,678 90,165
Spare parts and consumable supplies......c.cccoovieieiicnins e 171,755 167,524 165,548
257,559 230,202 255,713

As of 31 December 2000, 2001 and 2002, all inventories were carried at cost.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

11. SHORT TERM BANK DEPOSITS OVER THREE MONTHS

Short-term bank deposits over three months consist of fixed-term deposits denominated in Rmb, Hong Kong
dollars or United States dollars with original maturities ranging from over three months to one year.

The effective interest rates on short-term bank deposits over three months ranged from 1.98% to 2.24% (2001
- 2.16% to 5.07%, 2000 - 1.80% to 6.81%), and these deposits have an average maturity of 82 days (2001 -
117 days, 2000 - 79 days).

12. CASH AND CASH EQUIVALENTS

Company and its subsidiaries

2000 2001 2002
000 ’000 000
Cash at bank and in hand........cccovveviimnine et 227,906 673,122 1,324,416
Short-term bank deposits ....c.c.ccevicirrrrrveieireireere st s reereenens 980,000 600,000 1,025,588

1,207,906 1,273,122 2,350,004

Company
2000 2001 2002
"000 ’000 ’000
Cash at bank and in hand........cccccvereniininincnine e 162,273 634,571 1,274,011
Short-term bank deposits ...cocuvvviceeeiiieerereinnires e ereereseresaesenes 980,000 600,000 1,025,588

1,142,273 1,234,571 2,299,599

The effective interest rates on short-term bank deposits were ranging from 0.44% to 0.72% {2001 - 0.44% to
0.99%, 2000 - 0.99% to 2.16%) and these deposits have an average maturity of 25 days (2001 - 4 days, 2000
- 46 days).

13. SHARE CAPITAL
As at 31 December 2000, 2001 and 2002, the authorised share capital of the Company was Rmb5,162,849,000,

divided into 5,162,849,000 shares of Rmb1 each. The issued and fully paid up share capital of the Company as
at 31 December 2000, 2001 and 2002 was as follows:

Number of Share interest

shares  Share capital percentage

000 Rmb ’000 %

DOmMEStIc SHATES .oouveiieeeieietieeere et re e st ene s eae sttt st b re s 3,732,180 3,732,180 72.29
H O SRares cevvevee ittt sttt re s st s s e st e ra e e e bae st e ae e s be et e nasras 1,430,669 1,430,669 27.71
5,162,849 5,162,849 100.00

Domestic shares are non-listed promoter shares subscribed by promoters in Rmb.

H-shares were listed on The Stock Exchange of Hong Kong Limited and the London Stock Exchange Limited on
21 March 1997, . '

Domestic shares and H shares rank pari passu with each other and in particular will rank in full for all dividends
or distributions declared and paid.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

14. RESERVES

(a) Capital reserve

Capital reserve comprises the revaluation surplus, the difference between the nominal amount of the domestic
shares issued and the fair value of the net assets injected to the Company during its formation and also proceeds
from the issuance of H Shares in excess of their par value, net of expenses related to the issuance of the shares
in 1997.

{b) Statutory surplus reserve

In accordance with the relevant laws and regulations of the PRC and the Company’s articles of association, the
Company is required to appropriate 10% of its net profit, after offsetting any prior years’ losses, to the statutory
surplus reserve. When the balance of such reserve reaches 50% of the Company’s share capital, any further
appropriation is optional.

The statutory surplus reserve can be used to offset prior years’ losses, if any, and may be converted into share
capital by issuing new shares to shareholders in proportion to their existing shareholding or by increasing the par
value of the shares currently held by them, provided that the remaining balance of the reserve after such issue is
not less than 25% of share capital. The statutory surplus reserve is non-distributable.

() Statutory public welfare fund

In accordance with the Company’s articles of association, 10% of its net profit is to be appropriated to a statutory
public welfare fund. The statutory public welfare fund can only be utilised on capital items for the collective
benefits of the Company’s employees such as construction of canteen and other staff welfare facilities. Title of
these capital items will remain with the Company. This fund is non-distributable other than in liquidation.

Pursuant to document Cai Kuai Zi [1995] 14 issued by the Ministry of Finance of the PRC (“MOF”), when the
Company purchases staff quarters, a transfer of the amount used to purchase such quarters should be made from
the statutory public welfare fund to the statutory surplus reserve. For the year ended 31 December 2000,
approximately Rmb130,532,000 were transferred from statutory public welfare fund to the statutory surplus
reserve. In accordance with document Cai Kuai [2001] 5, the document was abolished starting from 2001.

Pursuant to the PRC Accounting System for Business Enterprises, effective in 2001, statutory public welfare fund
is transferred out to discretionary surplus reserve upon utilisation for the collective benefits of the employees. For
year end 31 December 2002, approximately Rmb49,103,000 (2001- Rmb114,758,000) of the statutory public

welfare fund was transferred out to discretionary surplus reserve.

(d) Discretionary surplus reserve

In accordance with the Company’s articles of association, the appropriation of profit to the discretionary surplus
reserve and its utilisation are made in accordance with the recommendation of the Board of Directors and is
subject to shareholders’ approval at their general meeting.

For the year ended 31 December 2002, no appropriation of profit (2001 - Rmb258,331,000, 2000 -
Rmb583,955,000) to the discretionary surplus reserve was made in accordance with the recommendation of the
Board of Directors and is subject to shareholders’ approval at the next general meeting,

The discretionary surplus reserve can be used to offset prior years’ losses, if any, and may be converted into share
capital by issuing new shares to shareholders in proportion to their existing shareholding or by increasing the par
value of the shares currently held by them. The discretionary surplus reserve is distributable.

F-26




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

14. RESERVES (CONT'D)

(e) Restricted reserve

Pursuant to documents Cai Qi [2000] 295, Cai Qi [2000] 878 and Cai Kuai {2001] 5 issued by MOF, deferred
housing benefits for staff quarters sold that were approved by the government before the effective date of Cai Qi
[2000] 293, i.e. 6 September 2000, should be directly deducted from shareholders’ equity starting from 2001,
Accordingly, approximately Rmb258,881,000 which represented the remaining deferred housing benefits
balance in relation to staff quarters sold approved by the government before 6 September 2000 has been directly
deducted from the statutory public welfare fund under PRC accounting standards and regulations (“PRC
GAAP?”). For financial statements prepared in accordance with IFRS, the deferred housing benefits are amortised
over the estimated average service lives of the relevant employees (see Note 9 above). To reflect the reduction of
the statutory public welfare fund, an amount equivalent to the corresponding deferred housing benefits balance
was transferred from statutory public welfare fund to a restricted reserve specifically set up for this purpose.
Upon amortisation of the deferred housing benefits, an amount equivalent to the amortisation for the period is
transferred from the restricted reserve to retained earnings. For the year ended 31 December 2002, approximately
Rmb32,360,000 (2001 - Rmb32,360,000, 2000 - Nil) had been transferred out from this restricted reserve.

(f)  Basis for profit appropriations
In accordance with document Cai Kuai Zi [1995] 31 issued by MOF, appropriations to statutory reserves are to
be determined based on the financial statements prepared in accordance with the PRC GAAP.

In addition, in accordance with the Company’s articles of association, the Company declares dividends based on
the lower of retained earnings as reported in accordance with PRC GAAP and those reported in accordance with
IFRS after deducting current year’s appropriations to other reserves. As at 31 December 2002, the amount of
retained earnings as determined under IFRS was less than that determined under PRC GAAP by approximately
Rmb146 million (2001 - Rmb39 million), while the difference between the two amounts as at 31 December 2000
was not material.

The profit attributable to shareholders for the year ended 31 December 2002 includes a profit of approximately

Rmb1,406,801,000 (2001 - Rmb1,389,345,000, 2000 - Rmb1,375,300,000) that has been dealt with in the
accounts of the Company.

15. LONG-TERM LOANS

Long-term loans include the long-term bank loans, long-term loan payable to NCPGC and other long-term loans
as follows:

Company and its subsidiaries

2000 2001 2002

’000 ’000 ’000

Long-term bank [0ans (@) c.veeervreerenrnirien oo ensere s ereeseeeeens 4,554,824 5,993,310 6,892,252
Long-term loan payable to NCPGC (b)..cccvivvvicinniiiniiiicicicnicnens 11,320 5,660 —
Other 1ong-term 10ans {C)...vvvirrerseerieneiieienesenetrerceer e s saenes 322,599 590,450 1,773,790
4,888,743 6,589,420 8,666,042

Less: Amounts due within one year included under current liabilities ........... (261,647) (360,356) (540,953)

4,627,096 6,229,064 8,125,089
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15. LONG-TERM LOANS (CONT'D)

Company

2000 2001 2002

000 000 000

Long-term bank l0ans .....cccevereernrereiiinrccreneine e 3,298,742 2,966,000 2,304,000
Long-term loan payable to NCPGC ......coeiivirieciineciiciiecnnnneecnsenenenens 11,320 5,660 —
3,310,062 2,971,660 2,304,000

Less: Amounts due within one year included under current liabilities ........... (209,660) (196,660) (182,000)
3,100,402 2,775,000 2,122,000

(a) Long-term bank loans

As at 31 December 2002, approximately Rmb438 million (2001 and 2000 - Nil) of long-term bank loans were
denominated in USD and the other long-term loans were denominated in Rmb. All the long-term bank loans were
unsecured and bear interest at rates ranging from 2.88% t0 6.21% (2001 - 6.21%, 2000 - 6.21% to 6.57%) per
annum. Approximately Rmb2,195 million (2001 - Rmb2,656 million, 2000 - Rmb2,650 million) of the
Company’s loans were guaranteed by NCPGC. Approximately Rmb1,470 million (2001 - Rmb877 million,
2000 - Rmb387 million) of the loans of the subsidiaries were guaranteed by the minority shareholders according

to their shareholding percentage in the subsidiaries.

The long-term bank loans, as summarised below, were drawn to finance the construction of electric utility plants:

Company and its subsidiaries

2000 2001 2002
000 *000 000

Amount repayable
TWILHII OTIE YEAT.eereetertrrerrererissiotestesresresrtsesasesstassassassassiossasesnsassossonssssossons 204,000 311,000 422,000
Between ONe tO tWO YEALS ccvvirvvieerierreriesineietesisressreresseeseneeseesesessossesseennns 341,000 482,000 662,830
Between tWo t0 fIVE YEAIS c.evuiviiviviirieietictiee et et ee et et et eeeseeseeeeseesees 1,674,082 2,402,501 3,081,142
OVEL fIVE JEAS cueveviriiitiiiresesee e ree st st rs e e ese e ese e ses e e sessessasaeas 2,335,742 2,797,809 2,726,280
4,554,824 5,993,310 6,892,252

Company

2000 2001 2002
’000 000 ’000

Amount repayable
WHLHID ONE YEAL.cviuieuieriiiriericnteret e st rts et st ssese e e s e e st et see st e e aseessesenseene 204,000 191,000 182,000
BEtWeen One 10 TWO YEAIS ...iviinrerercrerrereencereneenienstneeiessessonssssinssenssnsseeseses 221,000 242,000 254,000
Between tWo t0 fIVE YEAIS ..vvviiiieeeeciieeree sttt sees e eresee e snens 729,000 747,000 785,000
OVEL fIVE JEALS 1eoveueereterneiriieereeietestemrasaesasresnssrssesesrensatassestsenesenseesansesesuenes 2,144,742 1,786,000 1,083,000
3,298,742 2,966,000 2,304,000
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15. LONG-TERM LOANS (CONT'D)

(b) Long-term loan payablie to NCPGC
The long-term loan payable to NCPGC was denominated in Rmb, unsecured and non-interest bearing. The loan,
as summarised below, was drawn to finance the construction of electricity plants:

Company and its subsidiaries

2000 2001 2002
’000 ’000 000

Amount repayable
WIthin ONE YEAT....ciiiiiiiiie ettt st st eaa 5,660 5,660 —
BEtWEEIL ONIE 10 TWO YEAIS coiiviiiiiirriiiiienniiivenieeisesereetreneesnsssrostosseesesssosinerses 5,660 — —
11,320 5,660 —

As at 31 December 2000, 2001 and 2002, the Company’s subsidiaries had no long-term loan payable to NCPGC.

(c)  Other long-term loans

Other long-term loans were borrowed by MOF from International Bank for Reconstruction and Development
(“World Bank”) and on lent to the Company’s subsidiary, Datang Tuoketuo, for the construction of electricity
plants. The maturity of these loans were as follows:

Company and its subsidiaries

2000 2001 2002
000 000 000
Amount repayable

WWIHIN ONE VAL erereeirirereereieireetereeies e tere st essstesresresresasessentevesereenseresnenne 51,987 43,696 118,953
BEtWEEN OIE 1O TWO YEALS .eevvviriverrierinererrerssesiereesieesssaeessesseseeesensesassesssersnns — 152,746 94,960
Between tWo 0 fIVE YEAIS cvvvevirririiriirerereiniesiessesisseereeseeseesesesnsssessssssens 270,612 394,008 320,303
OVEL fIVE YEATS iivviviereeirieteerententerrtrernsesrsresesessastsassaesesssssessesssssenssssenens — —_ 1,239,574
322,599 590,450 1,773,790

All these loans were denominated in USD and unsecured. Approximately Rmb10 million of these loans bear
interest at a rate of 3.00%, and the other long-term loans bear interest at the rate of LIBOR Base Rate plus
LIBOR Total Spread as defined in the loan agreement between MOF and World Bank, which approximated
2.12% to 2.13% per annum during the year ended 31 December 2002 (2001 - 4.01% to 7.08%, 2000 - 6.39%
to 7.08%). In accordance with a guarantee agreement between NCPGC and MOF, NCPGC agreed to guarantee
60% of the loan balances. As at 31 December 2002, approximately Rmb1,058 million (2001 - Rmb348 million,
2000 - Rmb194 million) of the loans were guaranteed by NCPGC, while the Company providing counter-
guarantee to NCPGC.
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16. SHORT-TERM LOANS

Short-term loans, as summarised below, were drawn by the Company’s subsidiaries for the construction of
electricity plants:

Company and its subsidiaries

2000 2001 2002

’000 ’000 *000

Short-term bank 10ans......c.couecvriveercireieiieeiectiesieere e et e steereeeresereeaeessesraasbeans — 188,000 —
Short-term loan payable to NCPG Finance Company Ltd......cceveeerecvevenne 190,000 53,120 316,000
190,000 241,120 316,000

As at 31 December 2002, all short-term loans were denominated in Rmb, unsecured and bear interest at rates
ranging from 3.99% to 5.85% (2001 - 5.85%, 2000 - 5.58%) per annum. Short-term loans payable to NCPG
Finance Company Ltd. of approximately Rmb12,300,000 (2001 - Rmb53,120,000, 2000 - Rmb48,000,000),
Rmb11,400,000 (2001 and 2000 - Nil) and Rmb20,500,000 (2001 and 2000 - Nil) were guaranteed by Inner
Mongolia Mengdian Huaneng Power Generation Company Limited (“IMPC”) , Tianjin Jinneng Investment
Company and Beijing International Power Development and Investment Company respectively, representing the
share of loans attributable to these minority shareholders.

As at 31 December 2000, 2001 and 2002, there was no short-term loans in the Company’s accounts.

17. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities comprised:

Company and its subsidiaries

2000 2001 2002

’000 000 000
Construction costs and deposits payable 10 cONtractors.........ovvevereriernenenee. 489,404 835,982 983,337
Fuel and material costs payable........ccoceviiviimenreninnncrincese s 318,675 283,145 335,281
Salary and welfare payable .....ociiiiiiircreneniinenenenee e e 147,163 127,236 111,883
GOVEITIMENE GEANTS veevierieeeeeiirirerisrietenresressessessessesssasesssissssrrssssessrsossossons 74,589 94,588 118,928
Interest rate swap Hability ....cccciiiieiierirreinienrnree e e — — 215,286
OTREES ettt sttt s n e e ettt e st st st s e b e e e sebebaebeestesessenns 129,455 157,237 121,673

1,159,286 1,498,188 1,886,388

Company

2000 2001 2002

000 000 000

Construction costs and deposits payable 10 CONractors........ocvvvvveervrerreennes 301,600 429,378 187,986
Fuel and material costs payable.........ccoovveiiecninrnncee e 318,630 280,703 288,785
Salary and welfare payable ....cocvvviniinenenee e 147,013 126,699 101,900
GOVEINMENE BLANLS tovvtiviieiertiiiireereererereersesesossereessesssnereereerassarnessessessssaosions 74,589 94,588 118,928
OHRELS .. ittt st e et s te e ses s ss s e s s b estsbanesbe e et aesenenrenes 119,577 124,009 99,585
961,409 1,055,377 797,184
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17. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES (CONT’'D)

The Company received government grants from local environmental protection authorities for undertaking
approved environmental protection projects. As at 31 December 2000, 2001 and 2002, the Company has not
recognised any income from government grants as no cost has been incurred in connection with projects related
to the government grants.

As at 31 December 2000, 2001 and 2002, other than certain deposits for construction, which were due between
one and two yvears, substantially all accounts payable were due within one year.

As at 31 December 2002, the notional principal amount of the outstanding interest rate swap contract of Datang
. Tuoketuo was USD214,195,000, and the fixed rate and floating rate were 5.15% and 1.92% (LIBOR offered by
British Bankers’ Association at 11 July 2002), respectively.

18. RETIREMENT AND STAFF HOUSING BENEFITS

Retirement benefits

The Company and its subsidiaries are required to make specific contributions to the state-sponsored retirement
plan at a rate of 19% to 20% (2001 - 19%, 2000 - 18%) of the total salaries of the PRC employees. The PRC
government is responsible for the pension liability to the retired employees. The employees of the Company and
its subsidiaries are entitled to a monthly pension at their retirement dates.

In addition, the Company and its subsidiaries have implemented a supplementary defined contribution
retirement scheme. Under this scheme, the employees of the Company and its subsidiaries have to make a
specified contribution based on the number of working vears of the employees, and the Company and its
subsidiaries are required to make a contribution equal to twice the staff’s contributions. Moreover, the Company
and its subsidiaries may, at their discretion, provide additional contributions to the retirement fund depending on
the operating results of the year. The employees will receive the total contributions, and any returns thereon,
upon retirement.

The total retirement cost incurred by the Company and its subsidiaries during the year ended 31 December 2002
pursuant to these arrangements amounted to approximately Rmb126,890,000 (2001 - Rmb114,084,000, 2000
- Rmb108,345,000).

Housing benefits

As discussed in Note 9 above, the Company and its subsidiaries sell staff quarters to their employees at
preferential prices. The deferred housing benefits represent the difference between the net book value of the staff
quarters sold and the proceeds collected from the employees. Amortisation of the deferred housing benefits for
the year ended 31 December 2002 amounted to approximately Rmb37,216,000 (2001 - Rmb39,042,000, 2000
- Rmb42,500,000).

In addition, in accordance with the PRC housing reform regulations, the Company and its subsidiaries are
required to make contributions to the state-sponsored housing fund at rate ranging from 8% to 10% of the
specified salary amount of the PRC employees. At the same time, the employees are required to make a
contribution equal to the Company and its subsidiaries’ contributions out of their salary. The employees are
entitled to claim the entire sum of the fund under certain specified withdrawal circumstances. The Company and
its subsidiaries have no further obligations for housing benefits beyond the above contributions made. For the
year ended 31 December 2002, the Company and its subsidiaries provided approximately Rmb15,996,000
(2001 - Rmb12,853,000, 2000 - Rmb12,141,000) to the fund.
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19. OPERATING PROFIT

Operating profit was determined after charging (crediting) the following:

2000 2001 2002
000 000 ’000

Loss on disposals of property, plant and eqUIPMENT .......cuvvervrerrveriserinesnse 58,699 41,899 74,606
Amortisation 0f ZOOAWIll.......ceeeieeineieieiieinrinri et 1,434 5,592 5,592
Personnel expenses .

= WWAZES ittt sttt st e e en e e e see s bneneenne 136,064 204,611 235,868

- Retirement Denefits .....ciiiiiiireriiiiecienienieneneeeeenerenisiees et eseesesseeseene 108,345 113,187 121,797

- Staff housing benefits 54,641 51,775 52,418°

- Other Staff COSS vivmimnininieniereceeree st e e e st ere et etaerseteetestansensens 74,137 94,225 134,431
Depreciation, INcluding ....cvoeecrieniceienecieeesr et erssresesees e sseaniene 909,789 1,087,741 1,393,699

- Capitalised as cONStruction-iN-pProgress .......oveererererresisrrsurersaresseseesesenes — 9,504 4,715

- Included as Operating EXpenSses.....ccieiruirerrerererecrecrenrenreniesienesieniesiesereens 904,356 1,071,866 1,382,613

- Included as other operating EXpernses ......c.ceeeerecrerirerureerenreerenseerensenens 5,433 6,371 6,371
AUdItOrs’ FEMUNEIAtION ..vevvivereereresirereenrereseseesesesrserseserssssasssnssesessssesesasensesesns 5,000 5,300 5,976
Cost of inventories

S FUEL ot e e e ene 1,686,775 1,954,115 2,556,173

- Spare parts and consumable supplies ......ccccoceeeineneicinnce 38,912 46,233 48,929
Operating lease

= BUIldINgS cvvevvieieiieiceee et bbb e b ereeran 15,103 15,340 14,622
Dividend INCOME ..cvicviiieiiiiiriirieri i e creereeresreesesesssessessssssesstsessassessessessessenes (6,646) {(5,479) (7,494)
Profit on sales of investments held for trading .......coceceevvrnnrresnecinreresierienenns — (5,232) (15,300)
Receivable

- Impairment charge for bad and doubtful debt.....cccoconvvrivvmennrenieerinne, — 8,669 4,407
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20. FINANCE COSTS

2000 2001 2002
’000 ’000 ’000
Interest expense on:
Short-term bank J0anS.....ccccervcrerersieneecresrereenereesessnrereeressassesesseeneseneeresnans 13,683 17,523 7,133
Short-term loans payable to NCPG Finance Co Ltd......ccccevevereevriecrnene. 1,096 12,806 14,503
Long-term bank loans
- wholly repayable within five years.....ccoccovmvvcornicnnincesnecnnenesrnensovenss 17,085 12,731 20,536
- repayable beyond five years .......ccoeceimnncvcnnienes e 189,531 276,217 351,611
Loans payable to shareholders
- wholly repayable within five years.......cceevevrnrerenrnnncnccnenenene 4,460 — —
Other long-term loans
- wholly repayable within five years.......cceverecnncnnniencrnesenceneiecee 51,987 32,027 —
- repayable beyond five Years ......cccoveinrinnesnnn e — — 33,079
277,842 351,304 426,862
Less: amount capitalised in property, plant and equipment ..........coccvevneee. (138,145) (251,884) (144,384)
139,697 99,420 282,478
Exchange 1oss/{gain), Nel.cc i e 4,946 554 {557)
Fair value loss on an interest rate swap (NOte @) .c.oceevecncnreneecrcncneneenenes — — 240,224
144,643 99,974 522,145
(a) To economic hedge against its interest rate risk on long-term loans, Datang Tuoketuo has entered into an interest rate swap, which

is carried at fair value. However, since the swap does not meet the definitions of an effective hedge under IAS 39, the change in its

fair value is charged or credited to the income statement.

21. TAXATION
2000 2001 2002
’000 ’000 ’000
CULTENE TAX uttiiiririeririreeroerersineeeisiseereissereonmessssssstesrsssesssasesasssneerreresstesssnssersnsans 692,257 691,552 764,130
DEfErred tAX .vvviiererreriieeei et sttt et e eee e et sea st sasbes s eaesesresasreaesberenes — © 22,940 {91,974)
692,257 714,492 672,156

Enterprise income tax is provided on the basis of the statutory profit for financial reporting purposes, adjusted
for income and expense items, which are not assessable or deductible for income tax purposes. The applicable
PRC enterprise income tax rate for the Company and its subsidiaries is 33%.

F-33




NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
{(All amounts expressed in Rmb unless otherwise stated) .

21. TAXATION (CONT'D)

(a) The taxation of the Company and its subsidiaries differs from the theoretical amount that would arise by
the statutory tax rate of 33% in the PRC. The reconciliation is shown as follows:

2000 2001 2002
000 000 ’000
Profit befOre taXation . ...cvevveurreveaereaneeseeeresseresessessstessesnsssssssoseorenees 2,070,557 2,146,161 2,010,226
Tax computed at the statutory tax rate of 33% ...ccooeverevrvennecnvcrnanas 683,284 708,233 663,375
Add: Tax effect of non-tax deductible items ......ccocovvvreveveervvrcrieenennns 11,973 6,259 8,781
TAX CHALZE cveeveiiriii ettt et 695,257 714,492 672,156

(b) The movement in deferred tax assets and liabilities during the years is as follows:

Company and its subsidiaries

Preliminary Fair value loss

expenses Depreciation on interest
Deferred tax assets and others difference rate swap Total
000 ’000 000 ’000
At 1 January 2001 ....ocioiieieeeitrrreree e — — — —
Current addition ...uoovveieviereciee et iiresesteecseesnreesneesveens 10,630 — —_ 10,630
At 31 December 2007 ...occueiviirieeeeriece e 10,630 — — 10,630
Current addition cuevvuvvecriiieeenreeeeieeicreeireessresseesenressssienne 7,006 2,579 79,274 88,859
At 31 December 2002 ....covvevveeieeieiiiricieecreeserreeneevenres s 17,636 2,579 79,274 99,489

Company and its subsidiaries

Deferred Capitalisation

housing of borrowing
Deferred tax liabilities benefits costs Total
000 ’000 000
At 1 January 20071 ...oeiciieieeerccncnine et st b e e — — —
Current addition............ eeeeteeeereerreetrerebee i bt asat et e et raeteseaneestateatesnreeren 9,576 23,994 33,570
At 31 December 2001 ....oocovvirieeirenirrrereeneieeessetessesees e eesessesenbessennes 9,576 23,994 33,570
CULTENT TEAUCTION tovviverveerrieieeeeireveesireeereereeesasesrassisreessesenseesensesnsessassoarses (1,368) (1,079) (2,447)
At 31 December 2002 .....cvoeeieeieiniieiert ettt eres e bbb bbb 8,208 22.915 31,123
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21. TAXATION (CONT'D)

{b) The movement in deferred tax assets and liabilities during the years is as follows (cont’d):
As at 31 December 2001 and 2002, there was no deferred tax assets in the Company’s accounts.

As at 31 December 2001 and 2002, the deferred tax liabilities of the Company mainly reflected the tax
consequence of the deferred housing benefits and the movements are listed below:

Deferred tax liabilities

(Deferred housing benefits) Company

’000
At 1 January 20071 ..o e e et saesr et ra e s e e e s sabessee b she s ne e s —
CULLENT AAAITION 1vievieviriresieieesiiiiier e seesseseetets e eesssssssertesersasaasesssasassssnsessasasssssensessassesersssssnsassnrsessens 9,576
At 31 December 2001 ..ciiiiiiieieceriiiierer e sreeesiae et ereerie st resn e st e seeshe et e e ebra st eseestessresanebnenresresneens 9,576
CUIEENT TEAUCTION. 11eneeeiviiiireerriaseerarreesteessreesessensieseessseassssssesrnseosssasssesstesinseasssssesseestasessesersessssesrassassasns (1,368)
At 31 December 2002.....000eiveiiciiiniiariirririesenieeis s sses e sessesessebersestessassasestsrarte s e e e s eeene st ereesnsesneans 8,208

As of 31 December 2001 and 2002, most of the deferred tax assets and deferred tax liabilities will be
reversed and settled after more than 12 months.

22. RELATED PARTY TRANSACTIONS

The related parties of the Company and its subsidiaries are as follows:

Name of related parties Nature of relationship
NCPGC Majority shareholder
NCEPR Associate

NCPG Finance Company Ltd. Affiliate of NCPGC
Tianjin Jinneng Investment Company Shareholder

Beijing International Power Development and Investment Company Shareholder

IMPC Minority shareholder of Datang Tuoketuo
Shanxi Electric Construction Company Affiliate of NCPGC
Beijing Electric Construction Company Affiliate of NCPGC
Tianjin Electric Construction Company Affiliate of NCPGC
Beijing Electric Equipment Plant Affiliate of NCPGC
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22. RELATED PARTY TRANSACTIONS (CONT’'D)

(a) The following is a summary of the major related party transactions undertaken by the Company and its
subsidiaries during the years:

2000 2001 2002
Notes 000 000 000
Tariff revenue from NCPGC .....occoevviirenvincieceeeeieereceens (i) 5,694,195 6,550,620 8,017,912
Management fee to NCPGC ...cooeviiveeineninirenenrecrcennncnnenes (ii) 20,751 24,297 30,165
Fuel service fee to divisions and affiliates of NCPGC ........ (i1) 22,873 23,909 34,800
Ash disposal fee to divisions and affiliates of NCPGC ...... (1) 82,209 75,861 86,392
Rental fee 10 NCPGC ..ovvvviiieerrvinreeirineneeveeneseeeereneeesenns (1i) 9,700 8,494 7,229
Technical supervision, assistance and testing
Service fee to an asSOCIATE .ivvevreererrererierieresesenseneesseeenes b — 22,104 32,569
Interest income from NCPG Finance Company Lid. .......... c 2,324 2,462 3,177
Interest expenses to NCPG Finance Company Ltd. ........... d 5,556 12,806 14,503
Dividend income from NCPG Finance Company Ltd. ....... 6,646 5,479 7,107
Construction and equipment costs charged
by affiliates of NCPGC ......ccceeeevericreeeeeeieenesnsreseenees e 698,660 763,171 1,024,526

(i)  All of the Company and its subsidiaries’ sales of on-grid electricity for the years were made to
NCPGC.

Pursuant to the Power Purchase Agreement dated 5 August 1996, the Company is required to sell its
entire net generation of electricity to NCPGC at an approved tariff rate as determined based on a
regulatory process.

(i) The Company has entered into a number of agreements with NCPGC and its affiliates. Details of the
major agreements are as follows:

Name of agreement Services to be provided by NCPGC Pricing palicy
Production and Construction Management services in relation to Management fee at
Management Services Agreement  the production and construction Rmb0.001/KWh of on-grid

of electric utility plants electricity

Fuel Supply Agreement Fuel purchase, delivery and Fuel service fee at 1% to 3% of
technical assistance services the cost of coal purchased

Ash Disposal Agreement Disposal of all ash generated by Ash disposal fee computed based
the Company’s power plants on ash disposal operating costs,

taxes, depreciation of ash yards
and a profit margin at 5% to
10% of the total costs

Building Lease Agreement Lease of buildings located at the Annual rental fee of approximately
sites of the Company’s power Rmb7 million (2001 - Rmb7
plants totalling 141,671 million, 2000 - Rmb9.7 million)

(2001 - 141,671, 2000 -
214,756) square metres
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22.

(b)

RELATED PARTY TRANSACTIONS (CONT'D)

NCEPR provides technical supervision, assistance and testing services to the Company and its subsidiaries
in relation to the power generation equipment and facilities. Pursuant to the Technical Supervision Services
Contract, such services are charged at a pre-determined rate based on the installed capacity of the Company
and its subsidiaries.

As at 31 December 2002, cash and cash equivalents of approximately Rmb49,090,000 (2001 -
Rmb48,875,000, 2000 - Rmb62,790,000) were deposited with NCPG Finance Company Ltd. at the
prevailing market interest rate of 0.72% (2001 and 2000 - 0.99%).

As discussed in Notes 15 and 16 above, NCPGC and the minority shareholders had provided guarantees
for the Company and its subsidiaries’ loans totalling approximately Rmb4,767 million as at 31 December
2002 (2001 - Rmb3,934 million, 2000 - Rmb3,279 million). In addition, as discussed in Notes 15 and 16
above, the Company and its subsidiaries had loans payable to NCPGC and NCPG Finance Company Ltd.
totalling approximately Rmb316,000,000 as at 31 December 2002 (2001 - Rmb58,780,000, 2000 -
Rmb201,320,000).

The majority of the construction works of Datang Tuoketuo, Datang Panshan, Datang Tangshan, Datang
Pingwang and Datang Shentou were carried out respectively by Shanxi Electric Construction Company,
Beijing Electric Construction Company and Tianjin Electric Construction Company. In addition, Beijing
Electric Equipment Plant supplied certain electric equipment for the construction work of Datang Tuoketuo
and Datang Tangshan. The total contracted amount related to these construction works was approximately
Rmb2.4 billion (2001 and 2000 - Rmb2 billion).

As at 31 December 2002, balances due to these related contractors amounted to approximately
Rmb160,004,000 (2001 - Rmb74,540,000, 2000 - Rmb64,470,000) and were included in accounts
payable.

In addition to the transactions identified above, there are related companies owned/managed by certain
management personnel of the Company and its subsidiaries, which provided property management,
cleaning, transportation and other services of approximately Rmb56,015,000 (2001 - Rmb39,289,000,
2000 - Rmb34,478,000) to the Company and its subsidiaries. As at 31 December 2002, the balance due
from and due to these companies amounted to approximately Rmb1,210,000 {2001 - Rmb2,177,000,
2000 - nil) and Rmb1,733,000 (2001 - Rmb262,000, 2000 - Rmb4,590,000), respectively, and were
included in other receivables and accounts payable.

The balance due from NCPGC of both the Company and its subsidiaries mainly represents the receivable
from NCPGC for tariff revenue. This receivable is unsecured and non-interest bearing. The tariff revenue
is settled on a monthly basis according to the payment provisions in the power purchase agreement. As at
31 December 2000, 2001 and 2002, all tariff revenues receivable from NCPGC were due within one
month.

Apart from the above the related party transaction, the Company has also entered into numerous
transactions with other state-owned enterprises to which the exception in IAS 24, Related Party
Disclosures, applies.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

23. DIRECTORS’, SENIOR EXECUTIVES’ AND SUPERVISORS’ EMOLUMENTS

(a) Details of directors’ and supervisors’ emoluments were:

2000 2001 2002

000 000 ’000

Fees for executive directors, non-executive directors and supervisors . — — —
Other emoluments for executive directors

- basic salaries and alloWances.........iuvvicerreriiniecrenresieseerenrensesenene 482 216 304

“ DONUS oottt sreen e 292 202 292

- retirement benefits ...cccociveiiicieeiiereiceecr ettt 194 113 208

Other emoluments for non-executive dir€CtOrS......vcevirvirirerrirnereireenns 729 780 1,014

Other emoluments fOr SUPEIVISOIS ..cvviiriirererirerverensiiseresesreresssissens 324 291 390

In addition, directors’ and senior executives’ special bonuses of approximately Rmb1,375,300 were
provided for during the years ended 31 December 2000 and 2001 respectively. No special bonus of this
kind was provided for in 2002.

No director had waived or agreed to waive any emoluments during the years ended 31 December 2000,
2001 and 2002.

(b)  Details of emoluments paid to the five highest paid individuals including directors and senior management

were:
2000 2001 2002
*000 *000 *000
Basic salaries and allowances.......ooooviivvivrcricniinieeeccere e 367 426 490
BOMUS ettt e e s st a s e a e s bae s v eree e nan 223 254 305
Retirement Denefits. oo iiieiieiieireieereeeiec e e et snresesssts ceneeesaessannes 148 163 210

For the year ended 31 December 2000, 2001 and 2002, no emoluments were paid to directors, supervisors or the
five:highest paid individuals as an inducement to join or upon joining the Company or as compensation for loss
of office.

For the year ended 31 December 2000, 2001 and 2002, the annual emoluments paid to each of the directors,
supervisors and the five highest paid individuals did not exceed Rmb1,000,000.

24. DIVIDENDS

On 6 March 2001, the Board of Directors proposed a dividend of Rmb0.10 per share, totalling approximately
Rmb516,285,000, for the year ended 31 December 2000. The proposed dividends distribution was approved by
the shareholders in the general meeting dated 29 April 2001.

On 5 March 2002, the Board of Directors proposed a dividend of Rmb0.17 per share, totalling approximately
Rmb877,684,000 for the year ended 31 December 2001. The proposed dividends distribution was approved by
the shareholders in the general meeting dated 23 April 2002.

On 3 March 2003, the Board of Directors proposed a dividend of Rmb0.12 per share, totalling approximately
Rmbé619,542,000 for the year ended 31 December 2002. The proposed dividends distribution is subject to the
shareholders’ approval in their general meeting.
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NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2000, 2001 AND 2002
(All amounts expressed in Rmb unless otherwise stated)

25. EARNINGS PER SHARE AND DIVIDEND PER SHARE

The calculation of earnings per share for the year ended 31 December 2002 was based on the net profit of
approximately Rmb1,404,612,000 (2001 - Rmb1,438,060,000, 2000 - Rmb1,375,300,000) and on the
weighted average number of 5,162,849,000 shares (2001 and 2000 - 5,162,849,000 shares) in issue during the
year.

Proposed dividends per share for the year ended 31 December 2002 were calculated based on the proposed
dividends of approximately Rmb619,542,000 (2001 - Rmb877,684,000, 2000 - Rmb516,285,000) divided by
the number of 5,162,849,000 shares {2001 and 2000 - 5,162,849,000 shares) in issue as at 31 December 2002.

No diluted earnings per share has been presented as there were no dilutive potential ordinary shares outstanding
for the years ended 31 December 2000, 2001 and 2002.

26. NOTES TO STATEMENT OF CASH FLOWS

(a) Reconciliation of profit before taxation to cash generated from operations

2000 2001 2002
’000 ’000 000
Profit before taxXation ........ccecieeveenriceeireceeeereericee et et et e ett et s enresbee e ereerneneens 2,070,557 2,146,161 2,010,226
Adjustments for:
Depreciation of property, plant and equIpment......coccccoecervrecrnecerieresrenns 909,789 1,078,237 1,388,984
Fair value loss on financial inStrument ........ccovvveerreinenenieisieeneseseeressesens — — 240,224
Amortisation 0f OOAWILL.......c..ivevririeriierrnecee e e 1,434 5,592 5,592
Amortisation of staff housing benefits......c.occuvirinieniinienienccnirnineneree s 42,500 39,042 37,216
Loss on disposals of property, plant and equipment ......occvcceerecineccirennens 58,699 41,899 74,606
Gain on disposals of investments held for trading .....c.cccouvvuerrevvierrrennnn — (5,232) (15,300)
TILEIEST INCOME 1uvveireiiieieeiieieireiecrrerecrerres s sreersrseesrbteseereaseestresersseresraseensanen (171,698) {144,507) (89,314)
INTELEST EXPENSES wvorvrieriericriiiiieereerert e ee st esre e sttt et ereesresabsene 139,697 99,420 282,478
Dividend INCOME voouvivrveriertiere st et s ereeeecreererereesesereesbestesseesteeneesreenreenes (6,646) (5,479) (7,494)
Share of profit from an asSOCIALE .......ccvervrerreereerrereerieesieinsrse s esrererasresrenes —_— (3,913) (5,499)
Operating profit before working capital changes .......cccocoervineciveniiccnnicnneen, 3,044,332 3,251,220 3,921,719
(Increase) decrease in current assets: : ’
JIVENEOTIES vvveevrrrreretreereetree e e tente e e eetrersesesbeseeanesesssesasnbterasseesiesteerenteeresssrnes (18,945) 12,898 (43,094)
Other receivables and cULTENt aSSELS....cvvivivrevtiiiiieiiieresree e see s savasiens 7,213 (10,331) 20,061
Due from a shareholder......oovvvvvervrierieric e (111,598) (127,250) (318,527)
Increase (decrease) in current liabilities:
Accounts payable and accrued liabilities .....ccocovveerereincnnnininrrecree e 206,257 1,969 56,022
TaXes PAVADIE.ccveieiiircieicrc e e s 19,356 (7,299) 40,168
Cash provided by OPerations ......cccuivevvevrrererrvntneiesieien i sas e seeseaneees 3,146,615 3,121,207 3,676,349
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26. NOTES TO STATEMENT OF CASH FLOWS (CONT'D)
{b) Acquisition of Datang Shentou and Datang Pingwang

(i)  Datang Shentou

2001
’000
Cash and cash eqUIVAIENTS ......c.ccereririeiiirintccrieere sttt ettt ba e s nse e 1,204
Inventories and OTHEr CUITENT ASSELS ....cvicvrerieriireireerieresrescerissiesetessrasississrssessessessensensinsessisserssssesississens 8,723
Property, plant and eQUIPINIENt.........vvueerriirerre e earere e see et steerestesessestesasaraseseasastssesssserasssnsenersssessenes 10,278
Accounts payable and accrued Habilities ... o imimenrenerenecencrsesenrienesesescassesesssirmsstesieesesees (205)
MUNOLIEY INTEEEST w.reeieieiiieeteieie et ettt s bt e st e stse e e sanre s et eea s eestas e reesastas samt e atessesaastassebranssesnsnesnsasantes (8,000)
PULCRASE PLICE wiviieiiireritiier ettt ee sttt sa sttt st et s b s ses et s b b e s b e s ese stk absbe s b st i nae 12,000
Less: cash and cash eQUIVALENTS ....ocviiriiicieiei e sre e e e ae s s e resa e e s sas s e raesenans (1,204)
INEL CASH OUIIOW ..ottt a e e ettt e e s b e st e eate st e esbesneeseesessnsnonsenssarssnsseasaesans 10,796
(i) Datang Pingwang
2001
’000
Cash and cash eqUIVALENTS ...ooooviiiiienrcc et be s sas b b sn st sa e e e e nes 4,282
Inventories and OThEr CUITENT SSELS ...ciiuivireireisiesiiriiresrrrerresesresessesenseeseessessessessissensensonsossensossessassastans 3,018
Property, plant and eQUIPITIENE. .....ccocioeeivirierieri e rresreeeseesesrententeseseeseeaebesaebosestesessesassesensesaseeseerensesmass 6,647
Accounts payable and accrued Habilities ......uevoueevieieeenirteierreeeee et vees s eae et e s e sreas (3,947)
MINOFITY INTETEST cuvrverretrriereereesteeseesetaessessasieesstassestsensssonessnessesssessesantessestnsesstsssestnsnsesssssnnantasessserentenses (2,000)
PUICRASE PLICE oottt sttt e e bbb e etk s bt et semnasaseeneanesesaenes 8,000
Less: cash and cash eQUIVAIENTS ....c.iivciciiriericn e sttt st st s e senesreseesnanas (4,282)
INEL CASH OULIOW ..veitiie ittt s e ste st e v s s erastb s e e s es e st asenstestnsesstesasseosbeeenss st saesnnasan 3,718
Total net cash outflow of acquisition of Datang Shentou and Datang Pingwang.........c.eceeveererrenenees 14,514
() Acquisition of Huaze Hydropower
2000
000
Cash and cash eqQUIVAIENTS ..o.icoiiiimieiic ettt ss e b ses et b et s be et e st 1,954
Inventories and OTHET CUITEIT ASSETS ..cveeiririierieirieireeirerererisresteessernesressaessessaressenssesssessesnsessesrsssnsessesstesnsessnes 8,247
Property, plant and €QUIPIMENT.......eiotieereirinresririererassss s et et b et e e sre et ssassesassesasesarsatassssaasassnesenseneasnen 103,359
Accounts payable and accrued Labilities .........ccviieierioriini sttt esiesi s v st ree st a s e et ensen e sbeesaersaneens (58,968)
IVINOTITY INTETEST cuvverurerreriereteriastreitesas st trasreesesasesssestantasasarseeseasssassasssanssessessssassensssnssnsssenssossensesrsessensesssssnsens (1,092)
PUECRASE PIICE eevvitiieeteitititie et sttt ettt st e bt e bt et s et e ae st st s b e e st st st s et e st e st e st sseasbasba et aeba et s et eeraeranr oot ententenseans 53,500
Less: cash and cash eQUIVALENTS ......ccovviiiiviiriineeriiirisese et treneesae e e reaesssrreseeseesestesassasassensesessosasssnssesanes _(1,954)
INEL CaSh OUIFIOW. ..ee ittt e sbe bbb e b b e b s b s et beese et ensessenseasensensent et artertesnens 51,546
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26. NOTES TO STATEMENT OF CASH FLOWS (CONT’D)

(d) Acquisition of Zhang Jia Kou Power Plant Unit 2

2000

000
Cash and cash EQUIVALENTS ......vicvviriviiccesine sttt e s te e e s e e s e e s e e ssasss st ae s berbesss e et esteseebesbesaasbassessat 105,955
Prepayments and Other 1€CeiVAbIES ....cucviirrieeirericrres ettt s e es et se b s esaeseassressasesasessessesssnesesrensen 3,341
Property, plant and EQUIPIMENT.....ccciirieririrrecererisetarerieestestertestesessssassstesessesersssarsassestosmssssersasessssoscosessssanssteneas 867,447
Accounts payable and accrued HabIlitIes ....ueivevicrerirreiiner e sieee st rea et e e e e sraete st sesseresessessereanerennes (19,412)
Long-term DAnK LOBIIS ....vovvuiriireiiereiiierieietee et caie it te it e s e e e b e aasesesee e sres s asbas s e b essassenesantsbastseenenrasnnsesansen (484,694)
FAir VAlUE Of TIEL ASSEIS...uiiiiitiiiiriitiiiitiseere it ecreer e e et ess s e eaesbesbe et erseseebeeresbesbasbe srbesbessesarsasssssensessessensensersan 472,637
GOOAWILL ..ottt ettt e ettt e st et e e et e e s st e tae st e bt este s eesnsensen s e s e bee st s st eanbeesbesbssasaseanssanssasberneernesrees 57,363
PUTCHESE PEICE covtiiitiiteier et stk sa et e e ne b seae b et st e nsbesaebesre b s tra e neonnas 530,000
Less: cash and cash eqUIVALENTS «...c..oeriiiiee st ere e s s (105,955)
INEE CASH OULTIOW..cuiiciiiiiii sttt ss st e e s et ae et et s st sabessesseasasseraeaaasesrsesbe st ernernert et enbenbesbessessses 424,045

(e) Significant non-cash transactions

The Company and its subsidiaries incurred additional payable of approximately Rmb147 million (2001 -
Rmb347 million, 2000 - Rmb2435 million) to contractors and equipment suppliers for construction-in-progress
during the years ended 31 December 2002.

(f) Undrawn borrowing facilities

The undrawn borrowing facilities in Rmb and USD available to settle the Company and its subsidiaries’ capital
commitment for construction of electric utility plants amounted to approximately Rmb55,880 million ( 2001 -
Rmb10,930 million, 2000 - Rmb#6,538 million) as at 31 December 2002.

The above borrowing facilities as at 31 December 2000, 2001 and 2002 were made available in accordance with
the estimated financial requirements of the projects as follows:

Company and its subsidiaries

2000 2001 2002
’000 ’000 000

Amount to be drawn down:

Within ONE YEar..vcuvvevereieveeeevrrvarecerieesrnsnienns 1,509,588 7,969,748 12,839,498
2,538,771 1,394,269 1,965,667
2,490,031 1,566,475 41,074,419

6,538,390 10,930,492 55,879,584

Between one to two years
Between two to five years

Company
2000 2001 2002
’000 000 000
Amount to be drawn down:
WHLRITNL OMNE YEAL.cetiiiiieriiiiiereec et sir e seeneee st eresrese e saestesssssaesbesssesresseenes 183,000 5,108,610 9,942,400
BEIWEEI ONE TO TWO YEATS w.evvererecrerseenessesesesssensessesssnsssssesseessesssessssesensssssns 25,610 350,000 —
BetWeen tWo 10 fIVE YEAIS .cvvivreertererrerreiriereiereneetesteen s secnsessssasssseseesessnns 1,349,840 999,840 40,000,000

1,558,450 6,458,450 49,942,400
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27. COMMITMENTS

(@) Capital commitments
Capital commitments of the Company and its subsidiaries in relation to the construction and renovation of the
electric utility plants not provided for in the balance sheets were as follows:

Company and its subsidiaries

2000 2001 2002
000 000 000
Authorised and contracted fOr ...imiiiniicriieie it reeaes 4,562,631 3,161,708 6,070,345
Authorised but not contracted fOr .....ovovvcvvieerirerecreceererctrerere e ereneereas 3,088,721 11,699,672 4,869,639

7,651,352 14,861,380 10,939,984

Company
2000 2001 2002
000 000 000
Authorised and contracted fOr ....vvimmirreiciiicese et etr e re e err e 620,750 271,879 139,877
Authorised but not contracted fOr ......ovuiiiiieiiiececieeis s eeereereereere et 177,590 266,779 228,149
798,340 538,658 368,026

(b) Operating lease commitment
Operating lease commitments extending to November 2016 in relation to buildings were as follows:

Company and its subsidiaries

2000 2001 2002
000 ’000 000

Amount repayable
WWILhIN ONE YEAL..cuercervererierieistesteriereaesesesveeetesee s tessesessesesessessessessssensrnssens 13,350 12,127 12,127
BEtWeen One O fiVE YEAIS wuevrevierieriirieeiiriietisriercsresseessesneseesnesesseesnersessesserees 41,655 41,071 36,161
OVEL fIVE YEATS wuvirerreirriieetesieieetesesteesesenseseraetesressesensesssesesssseasessesssesenses 79,386 72,170 64,953
134,391 125,368 113,241

28. ADDITIONAL FINANCIAL INFORMATION
As at 31 December 2002, net current assets and total assets less current liabilities of the Company and its

subsidiaries amounted to approximately Rmb2,028 million (2001 - Rmb3,132 million, 2000 - Rmb2,880
million) and Rmb23,443 million (2001 - Rmb20,645 million, 2000 - Rmb17,961 million) respectively.

29. PRIOR YEAR COMPARATIVES

Certain comparative figures of 2001 and 2000 have been reclassified to conform to the presentation of financial
statements for the year ended 31 December 2002,
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BELJING DATANG POWER GENERATION COMPANY LIMITED
CONDENSED CONSOLIDATED BALANCE SHEET (Unaudited)
AS AT 30 JUNE 2002 AND 2003

(Amounts expressed in thousands)

30 June 2002

30 June 2003

Notes Rmb Rmb
ASSETS
Non-current assets
Property, plant and eqUIPMENT, NET ..c.vvvrververierrerrenierersersesniersereeseeses 19,361,575 22,389,930
INVESTMENTS IN ASSOCIALES 1evvvrrecrreeireiirierrrieireesireeseesseessaeessessersnsessersan 83,653 168,525
Available-for-sale INVEStIMENES ..ocvvevrerrerrrviriicrircenesesre s 46,920 52,620
GOOAWILL ...t ettt oreers 47,468 41,731
Deferred housing benefits......oececceiviinicininnireccereeereeereecnnenes 265,093 205,386
Deferred tax a8SelS. ouunrinriririiirieieeniesiesreersereeseeseesessessnssnssesessessensenses 82,345 136,310
19,887,054 22,994,502
Current assets
INVENTOLIES vttt bs s sa e st e e e e 288,804 340,587
Other receivables and Current assets ........coveeveeerreeerereerseisreserereeneerennas 116,801 93,849
Due from NCPGC..coooirierieieiniienreirenissessensessessessestessessessssssssssessenss 8 448,100 923,598
Investments held for trading......cccccvvevierrivirernreneneeeerenrencreeeessensenes 206,182 100,000
Short-term bank deposits over three months .......cccoccveeviiiieveeeceneenenee 3,118,165 836,680
Cash and cash equivalents .....ccoceveriveeennncin e 8 856,666 3,391,527
5,034,718 5,686,241
TOtal ASSELS ...ocviiieeieeiiiiecieit sttt re et eeesreenee 24,921,772 28,680,743
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity
Share Capital coocceieercereeieiiee e s 5,162,849 5,162,849
RESEEVES ..veerieirieiiei ettt e st ettt e e 8,413,136 9,381,121
Total shareholders’ equity .......cccooeviieireiiiiieece e 13,575,985 14,543,970
MINOTILY INEETESES. ... eerievrererrierrenreeniererrienseeseesreessersessiressensesssssnesreessosnes 684,818 1,013,016
Non-current liabilities
Long-term l0ans ...c..covevcmrterirnrenieneererrereerereere e reeseeresssesssasesnerens 8 7,035,268 7,848,948
Deferred tax labilities vooeovoeceeie e, 42,932 29,820
7,078,200 7,878,768
Current liabilities
Accounts payable and accrued liabilities ........oceoviecerencnninnciciiinene, 2,425,697 2,620,018
SHOIt-term LOANS ..vevvvvvieiererieieenrierr e res e srree e e s e e rereesbaesrenesseesaeeanen 547,500 1,780,450
Current portion of long-term 1oans........coecevcorvervnienaenniennniennes 8 368,974 607,124
Taxes PAYADIE cuvveivereeieiece e s 240,598 237,397
3,582,769 5,244,989
Total Habilities......ccccovveieeririreienieieneeneeir e e sreensenees 10,660,969 13,123,757
Total shareholders’ equity and liabilities..........ccccocevrevrerieniercnneenne. 24,921,772 28,680,743
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BEHJING DATANG POWER GENERATION COMPANY LIMITED
CONDENSED CONSOLIDATED INCOME STATEMENT (Unaudited)
FOR THE SIX MONTHS ENDED 30 JUNE 2002 AND 2003
(Amounts expressed in thousands, except per share data)

Six months ended 30 June

2002 2003

Notes Rmb Rmb

OPErating FEVEIILE tevvrerreerieriersresrereresiesiesssiostesieosstississtesteeneerensormessesions 4 & 8 3,491,543 4,501,679
OPELATING COSLS -enurririurirerrersrneenseeeaeesaseeraaseesentesrecssresssesesnasssstassassonsesaees 8& 9 (2,473,133) (3,129,463)
OPErating Profit...ccoucrmreereerirererieieereereeresieres et serestsessrasessesseasesssaesns 1,018,410 1,372,216
Share of profit 0f ASSOCIALES. .. .vveririerrrrnrrerenrrereiirerentenerreressee s seerasrons 3,718 7,223
INIEEIEST INCOIMIE. .. neriereirreerereerserreeabeesereeseteenaeerereennesesnasrssrassasssseessees 48,153 24,503
FINAMCe COSES .uuriiriririrenrierierireiereesrerenteeceesere e esreesaesestesrasnsesiaessnennesreen 9 (236,584) (233,700)
Profit before taxXation ......ciececiesirrierinnienintne et e s 833,697 1,170,242
TAXALIOM c. ettt eeetr ettt rre e st ettt eeseeseesebe s saereesetssneessnrastassasaesenesnns S (277,565) (390,427)
Profit before MINOLItY INLEIESTS ...vvvivrereereeeirerrererieearreeeseesentesansessesnrensass 556,132 779,815
MINOLILY INEEIESIS.c..tiiirierierierrerrneeriversisneessseseasessneeaeessneersrsassessnsessseessns 45,186 4,418
INEE PLOfIT1etiteriereirinrereirecesiseiaeieraeseessssesrsseserassssesesaseasssesannasrantesssnssssons 601,318 784,233
Earnings per share — basic (Rmb)..cccveieneinieneninicrncrreeieenes 6 0.12 0.15
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BEIJING DATANG POWER GENERATION COMPANY LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(Unaudited)

FOR THE SIX MONTHS ENDED 30 JUNE 2002 AND 2003
(Amounts expressed in thousands)

Statutory Total

Statutory public Discretionary share-

Share  Capital surplus welfare surplus Restricted Retained Total holders’

capital reserve reserve fund reserve  reserve earnings reserves equity

Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb Rmb

Balance as at 1 January 2002 ... 5,162,849 3,653,421 950,988 4,879 2,668,963 226,521 1,184,730 8,689,502 13,852,351
2001 profit appropriations......... — — — — 258,331 — (258,331 — —
Dividends declared ......coococvevirens - - — — — — (877,684) (877,684) (877,684)
Net Profit coevveeercereriensiererens — — —_ — — — 601,318 601,318 601,318
Transfer between reserves........... — —_ 65,693 65,693 480,685 (16,180)  (595,891) — —
Balance as at 30 June 2007........ 5,162,849 3,653,421 1,016,681 70,572 3,407,979 210,341 54,142 8,413,136 13,575,985
Balance as at 1 January 2003 ... 5,162,849 3,653,421 1,107,529 112,317 2,976,397 194,161 1,172,605 9,216,430 14,379,279
Dividends declared ............ccev..e. —_ —_ — — — — (619,542) (619,542) (619,542)
Net profit vovvevvceecrvevnnensrennenns —_ — — — — — 784,233 784,233 784,233
Transfer between reserves........... — —_ — (16,673) 16,673 (16,180) 16,180 — —
Balance as at 30 June 2003........ 5,162,849 3,653,421 1,107,529 95,644 2,993,070 177,981 1,353,476 9,381,121 14,543,370

F-45




BEUJING DATANG POWER GENERATION COMPANY LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
FOR THE SIX MONTHS ENDED 30 JUNE 2002 AND 2003

{Amounts expressed in thousands)

Six months ended 30 June

2002 2003

Notes Rmb Rmb

Net cash from Operating actiVitiES .oueereeeerereerereiseirersersereressesessoseessosens 502,329 1,230,463
Net cash used in INVESHNG ACHIVILIES cveevervririeeeerernuneenersersrionisressersonsoniens 9 (2,021,894) (1,301,554)
Net cash provided by financing activities.........ccvevuvveeerernrerivrcoesereerenaes 9 1,103,109 1,112,614
Net (decrease)/increase in cash and cash equivalents .......ovceeveerennininees (416,456) 1,041,523
Cash and cash equivalents, beginning of period .......cccccevvivenvniirincnneen, 1,273,122 2,350,004
Cash and cash equivalents, end of period .......ccocevivvrerienecienienienienenienn, 856,666 3,391,527
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BEIJING DATANG POWER GENERATION COMPANY LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)

30 JUNE 2002 AND 2003
(Amounts expressed in Rmb)

1. COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES

Beijing Datang Power Generation Company Limited (the “Company”) was incorporated in Beijing, the People’s
Republic of China (the “PRC”), on 13 December 1994 as a joint stock limited company. The Company listed its
shares on the Stock Exchange of Hong Kong Limited and the London Stock Exchange Limited on 21 March
1997. The Company and its subsidiaries currently own and operate six coal-fired power plants and one
hydropower plant in Hebei Province, Beijing City, Tianjin City and Inner Mongolia Municipality of the PRC. The
Company and its subsidiaries’ power plants are principally engaged in the generation and sale of electric power
to North China Power Group Company (“NCPGC”).

The Company holds equity interests in the following subsidiaries and associates, all of which are limited liabiliry
companies established and operated in the PRC:

Company name

Registered Attributable

Subsidiaries

Inner Mongolia Datang Tuoketuo Power
Generation Company Limited
(“Datang Tuoketuo”)

Tianjin Datang Panshan Power Generation
Company Limited (“Datang Panshan”)

Hebei Huaze Hydropower Development
Company Limited

Shanxi Datang Shentou Power Generation
Company Limited (“Datang Shentou”)

Shanxi Datang Pingwang Thermal Power
Company Limited {“Datang Pingwang”)

Yunnan Datang Honghe Power Generation
Company Limited

Hebei Datang Tangshan Thermal Power
Company Limited (“Datang Tangshan”)

Yunnan Datang Lixianjiang Hydropower
Development Company Limited

Date of establishment capital interest Principal activities
000
17 November 1995 698,090 60% Power generation
6 August 1997 1,050,791 75% Power generation
29 July 1998 59,161 90% Hydropower generation
8 December 1998 261,200 60% Power generation
(under construction)
14 July 2000 207,000 80% Power generation
(under construction)
27 April 2001 10,000 70% Power generation
(pre-construction)
21 February 2002 215,000 80% Power generation
(under construction)
8 November 2002 10,000 70% Hydropower generation

(under construction)
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
{Amounts expressed in Rmb)

1. COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES (CONT'D)

Registered Attributable

Company name Date of establishment capital interest Principal activities
000
Associates
North China Electric Power Research 7 December 2000 100,000 30% Power related
Institute Company Limited (“NCEPR”) technology services
Gansu Datang Liancheng Power Generation 18 August 2001 10,000 55% Power generation
Company Limited (“Datang Liancheng”)* (under construction)
Wenshan Malutang Power Generation 19 September 2001 146,600 20% Hydropower generation
Company Limited {under construction)
Tianjin Dagang Huashi Power Generation 5 April 2002 10,000 30% Power generation
Company Limited (under construction)
Beijing Datang Texin Heat Company Limited 27 April 2002 87,800 49% Heat transportation

(under construction)

Yunnan Datang Nalan Hydropower 30 October 2002 25,000 51% Hydropower generation
Development Company Limited {(under construction)
(“Datang Nalan™)*

Shanxi Datang Niangziguan Power 9 January 2003 2,000 54% Power generation
Generation Company Limited (pre-construction)
(“Datang Niangziguan”)*

Shanxi Datang Yuncheng Power Generation 28 March 2003 10,000 51% Power generation
Company Limited (“Datang Yuncheng”)* (pre-construction)

* Though the Company holds majority equity interests of Datang Liancheng, Datang Nalan, Datang Niangziguan and Dartang
Yuncheng, it has not obtained majority voting rights of these companies. Therefore, the Company classifies these investees as

associates.

2. PRINCIPAL ACCOUNTING POLICIES

The accompanying condensed consolidated financial statements are derived from the unaudited interim financial
statements of the Company and its subsidiaries for the six months ended and as at 30 June 2002 and 2003.

The principal accounting policies adopted for the preparation of the condensed consolidated financial statements
as at and for the six months ended 30 June 2002 and 2003 are consistent with those adopted for the preparation
of the consolidated financial statements as at and for the year ended 31 December 2002.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
{Amounts expressed in Rmb)

3. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

30 June 2002 30 June 2003

’000 ’000
Construction costs and deposits payable to CONIACLOrS...cuouiivieereircenteiiiiie et eteeresieniens 1,376,861 901,104
Fuel and material costs payables......c.coviieiiininiiiic s 479,247 531,382
Salary and welfare Payable .....oovcvcieeiereees et 132,682 172,184
Interest rate SWAP HabIlity .....ccvveieericeierrecrisreee sttt st sae e sesasrese e es s rnesnesneesessnncone 122,162 283,701
GOVEITUNENT GLANTS....covierirerirriiemitiiererisst e s iis e s st eresnsseeseesesmeresaebeshesmassasesesnsstonssess 99,258 118,928
Dividends PAyable ......cc.coiievreierieiimerire ettt sttt s sa e be s b beasebenis — 447,862
ORELS 1ottt ettt e e b e bbbt st e e eb e eae ke b e st et b eabeta et e et s e R e e R e e e e nre e e naees 215,487 164,857

2,425,697 2,620,018

As at 30 June 2002 and 2003, substantially all accounts payable were due within one year.
As at 30 June 2003, the notional principal amount of the outstanding interest rate swap contract of Datang
Tuoketuo was US$214,397,000 (30 June 2002 - US$185,892,000), and the fixed rate and floating rate were

5.15% (2002 - 5.15%) and 1.39% (LIBOR offered by British Bankers’ Association at 13 January 2003) (2002
- 1.93%, LIBOR offered by British Bankers’ Association at 11 January 2002), respectively.

4. OPERATING REVENUE

Operating revenue represents amount of tariffs billed for electricity generated and transmitted to NCPGC.
Operating revenue is billed and recognised upon transmission of electricity to the power grid controlled and

owned by NCPGC.

5. TAXATION

Six months ended 30 June

2002 2003
000 000

PRC enterprise income tax
—— CLUITEIIE TAX etttvitreerurierserieeeiseasieerreessssrasstentssssnessssssssessessssansasesssssasssssasessnsasnsesssessosnessees 339,918 428,552
—— DEfErTed LAX evviericricriireirercie ittt et e e st e bbb et sa e bt ne et stenresresresrons (62,353) (38,125)
277,565 390,427

Enterprise income tax is provided on the basis of the statutory profit for financial reporting purposes, adjusted
for income and expense items which are not assessable or deductible for income tax purposes. The applicable
PRC enterprise income tax rate for the Company and its subsidiaries is 33%.

6. EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended 30 June 2003 was based on net profit of
approximately Rmb784,233,000 (2002 - Rmb601,318,000) and on the weighted average number of
5,162,849,000 shares outstanding during the period.

No diluted earnings per share have been presented, as there were no dilutive potential ordinary shares
outstanding for the six months ended 30 June 2002 and 2003.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
(Amounts expressed in Rmb)

7. PROFIT APPROPRIATIONS

Dividends

On 5 March 2002, the Board of Directors proposed a dividend of Rmb0.17 per share, totalling approximately
Rmb877,684,000 for the year ended 31 December 2001. The proposed dividends distribution was approved by
the shareholders in the general meeting dated 23 April 2002.

On 3 March 2003, the Board of Directors proposed a dividend of Rmb0.12 per share, totalling approximately
Rmb619,542,000 for the year ended 31 December 2002. The proposed dividend distribution was approved by
the shareholders in their general meeting dated 10 July 2003.

Reserves

Approximately Rmb16,180,000 (2002 - Rmb16,180,000) has been transferred from the restricted reserve, which
is specifically set up to reflect the reduction of the statutory public welfare fund under PRC GAAP, to retained
earnings. This amount represented amortisation of deferred housing benefits for the six months ended 30 June
2003.

Pursuant to the Accounting System for Business Enterprises of the PRC, statutory public welfare fund is
transferred out to discretionary surplus reserve upon utilisation for the collective benefits of the employees. For
the six months ended 30 June 2003, approximately Rmb16,673,000 (2002 - Nil) of the statutory public welfare
fund was transferred out to discretionary surplus reserve.

For the six months ended 30 June 2003, no statutory surplus reserve (2002 - Rmbé5,693,000) and statutory
public welfare fund (2002 - Rmb65,693,000) was appropriated from the retain earnings.

For the six months ended 30 June 2003, no discretionéry surplus reserve (2002 - Rmb480,685,000) was
appropriated from the retained earnings.

8. RELATED PARTIES AND TRANSACTIONS

(i)  Related parties of the Company and its subsidiaries:

Name of related parties Nature of relationship

Related parties in which the Company has no equity interest

China Datang Corporation/NCPGC* Substantial shareholder

Tianjin Jinneng Investment Company Shareholder

Beijing International Power Development and Investment Company Shareholder

Inner Mongolia Mengdian Huaneng Power Generation Company Limited Minority shareholder of Datang Tuoketuo
Shanxi Electric Construction Company Affiliate of NCPGC

Beijing Electric Construction Company Affiliate of NCPGC

Tianjin Electric Construction Company Affiliate of NCPGC

Beijing Electric Equipment Plant Affiliate of NCPGC

Related parties in which the Company has equity interest
NCEPR Associate
NCPG Finance Company Ltd. Investee of the Company

* In accordance with document Guo Han {2003] 16, “Approval from the State Council Regarding the Establishment of China Datang
Corporation”, China Datang Corporation will replace NCPGC and hold 35.43% of the Company’s shares, and become the substantial
shareholder of the Company. As at 9 April 2003, China Datang Corporation has registered at the State Administration Bureau for
Industry and Commerce.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
(Amounts expressed in Rmb)

8. RELATED PARTY TRANSACTIONS (CONT'D)

(ii) The following is a summary of the major related party transactions undertaken by the Company and its
subsidiaries during the Period:

Six months ended 30 June

2002 2003
Notes ’000 000
Tariff revenue from NCPGC .....covvvervvvveiinesieneneeeeeeere e (a) 3,491,543 4,501,679
Management fee 10 NCPGC ...oocovvivrnirienivernreereenesesrersensnens (b) 11,794 15,155
Fuel service fee to divisions and affiliates of NCPGC................... (b) 14,827 4,980
Ash disposal fee to divisions and affiliates of the substantial
ShAreholder ..ccuviiieiiei et (b) 36,599 43,183
Rental fee to the substantial shareholder ........coooveveviivievrecrinnnens (b) 3,614 3,614
Construction and equipment costs charged by affiliates of
NCPGC o cvviivieeierierrernressstsieseeseeresassssersesasrassssesesresnsessnssessees (c} 296,014 599,853
Technical supervision, assistance and testing service fee to
INCEPR .ottt ettt et ssnes (d) 10,350 13,766
Interest income from NCPG Finance Company Ltd..........ccoun... (e) 728 5,365
Interest expenses to NCPG Finance Company Ltd. ..o {e) 5,005 17,521
Dividend income from NCPG Finance Company Ltd. ................. 7,107 10,063

(a)  All of the Company and its subsidiaries’ sales of on-grid electricity for the six months ended 30 June
2002 and 2003 were made to NCPGC. Pursuant to the power purchase agreement dated 5 August
1996, the Company is required to sell its entire net generation of electricity to NCPGC at an approved
tariff rate as determined based on a regulatory process.

The balance due from NCPGC mainly represents the receivable from NCPGC for tariff revenue. This
receivable is unsecured and non-interest bearing. The tariff revenue is settled on a monthly basis
according to the payment provisions in the power purchase agreement. As at 30 June 2002 and 2003,
all tariff revenues receivable from NCPGC were aged within one month.

(b) The Company has entered into a number of agreements with the substantial shareholder and its
affiliates. Details of the major agreements are as follows:

Name of agreement Services to be provided Pricing policy
Production and Construction Management services in relation to Management fee at
Management Services Agreement  the production and construction Rmb0.001/KWh of on-grid

of electric utility plants electricity

Fuel Supply Agreement Fuel purchase, delivery and. Fuel service fee at 1% to 3% of
technical assistance services the cost of coal purchased

Ash Disposal Agreement Disposal of ash generated by the ~ Ash disposal fee computed based
power plants on ash disposal operating costs,

taxes, depreciation of ash yards
and a profit margin at 5% to
10% of the total costs

Building Lease Agreement Lease of buildings located at the Annual rental fee of approximately
sites of the Company’s power Rmb7 million
plants totalling 141,671 square
metres




NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
{Amounts expressed in Rmb)

RELATED PARTY TRANSACTIONS (CONT'D)

{c)

The majority of the construction works of Datang Tuoketuo, Datang Panshan, Datang Tangshan,
Datang Pingwang and Datang Shentou were carried out respectively by Shanxi Electric Construction
Company, Beijing Electric Construction Company and Tianjin Electric Construction Company. In
addition, Beijing Electric Equipment Plant supplied certain electric equipment for the construction
works of Datang Tuoketuo and Datang Tangshan. The total contracted amount related to these
construction works and equipment purchase was approximately Rmb2.7 billion (2002 - Rmb2.6
billion).

As at 30 June 2003, balances due to these related contractors amounted to approximately
Rmb193,434,000 (30 June 2002 - Rmb277,020,000) and were included in accounts payable.

NCEPR provides technical supervision, assistance and testing services to the Company and its
subsidiaries in relation to the power generation equipment and facilities. Pursuant to the Technical
Supervision Services Contract, such services are charged at a pre-determined rate based on the
installed capacity of the Company and its subsidiaries.

As at 30 June 2003, cash and cash equivalents of approximately Rmb2,494,757,000 (30 June 2002
- Rmb104,296,000) were deposited with NCPG Finance Company Ltd., an institution of which the
Company holds 16% of its equity interest, at the prevailing market interest rate of 0.72% (2002 -
0.72%). In addition, the Company and its subsidiaries had loans payable to NCPG Finance Company
Ltd. totalling approximately Rmb1,470,050,000 as at 30 June 2003 (30 June 2002 -
Rmb447,500,000).

As at 30 June 2003, NCPGC and certain minority shareholders of its subsidiaries, including Tianjin
Jinneng Investment Company, Inner Mongolia Mengdian Huaneng Power Generation Company
Limited and Beijing International Power Development and Investment Company, had provided
guarantees to the loans of the Company and its subsidiaries amounting to approximately
Rmb4,972,547,000 (30 June 2002 - Rmb4,161,392,000).

In addition to the transactions mentioned above, for the six months ended 30 June 2003, there are
related companies managed by the Company or owned by certain mariagement personnel of the
Company’s subsidiaries, which provided property management, cleaning, transportation, and other
services of approximately Rmb43,486,000 (2002 - Rmb20,168,000) to the Company and its

subsidiaries.

The Company has also entered into numerous transactions with other state-owned enterprises to
which the exception in IAS 24, Related Party Disclosures, applies.




NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
(Amounts expressed in Rmb)

9. SUPPLEMENTAL FINANCIAL INFORMATION

(a) Balance sheet

30 June 2002 30 June 2003

’000 000
INEL CUITENE ASSELS . 1uvreurerreeereereerserirasrerseesteereerserseraeressesssnesseseeseassesssesserssressesseessassssssens 1,451,949 441,252
Total assets less current Habilities....coveverierenenieniiiiiiiin e ee e 21,339,003 23,435,754
INEL @SSELS veeuverrrruriesneereeseenseeuersersranresseeseeeneessersssesnensessesnenseseesuesseransessesneensesrsesssnensennes 13,575,985 14,543,970
Six months ended 30 June
2002 2003
000 000
Additions to property, plant and eqUIPIMENT ....cccovevrvierrerrirrerrerr et eeerseenreesenrnes 2,903,062 2,286,037

(b) Income statement

Six months ended 30 June

2002 2003
’000 ’000
INTEIEST EXPEIISES. . ourereerierriereererritrrereercerreerteseerenraeteseraresinese st esnesreensersesasrennennensecnnersenes 243,108 254,991
Less: amount capitalised in property, plant and equipment.......cccvcerevceloenrenenennnnnae {103,756) (85,416)
139,352 169,575
Exchange 10ss, MEt ..ottt eb st et sba s e — 13
Fair value 0SS On an INTErest Fate SWAP .. vcvvriereierrsrrceriorsernserssierieressesessesassesasssrassessosees 97,232 64,112
FINANCE COSTS couvviriiiiiieiietiiiniet ittt s n e e esonteeseretsosnaosssbn e e s seessosatossomtessassesaoniesnessoasacsastss 236,584 233,700
Cost of inventories
e B e 1,094,233 1,524,410
— Spare parts and consumable SUPPLES.....ocrvriveeireeree e e e 22,723 22,112
Depreciation and amoOrtiSAtION. . ... ererrerrreerereririrereereeerieresresnsessereesssseseseeresseeresreseserees 666,358 716,794
Dividend INCOME ..c.viivieiiiiiecieieer ittt et et ete e seestesbesrbsabesaesbesseatessrenssrseassans (7,107) (10,063)

() Statements of cashflow

Six months ended 30 June

2002 2003

000 ’000

Investing activities
Additions to property, plant and eqUIPMENT.......cooiircriieninneienrec e

Financing activities
Addition of short-term 10ans .....ccvvccerivrrvrinnnneeree et
Repayment of short-term 10ans ........covveeieeinciinincnnc e
Addition of long-term L0ams.....cocevueuirieerireirieiceie ettt e
Repayment of 1ong-term 10ans....uuvivererieneniirenienieninieneninsnseeseeseent st s esressessoneenns

(2,296,834)  (2,279,515)

886,456 1,728,950
(580,076)  (264,500)
1,429,111 483,737
(631,413)  (689,749)

F-53



NOTES TO THE CONDENSED FINANCIAL STATEMENTS (Unaudited)
30 JUNE 2002 AND 2003
(Amounts expressed in Rmb)

10. COMMITMENTS

(a) Capital commitments

As at 30 June 2002 and 2003, capital commitments of the Company and its subsidiaries in relation to the
construction and renovation of the electric utility plants not provided for in the balance sheet were as follows:

30 June 2002

30 June 2003

000 000

Authorised and cONTFACIEd fOr ...ivuivieriirieiitiiercreeete e v e e e b e e e s aseseaseenseanan 6,224,265 6,382,492
Authorised but not contracted fOr . ...iiiiriiiiiieeiierieeieeeeerrece et steeste e e e eseesseessasesnenteerssraneas 11,286,930 4,020,016
17,511,195 10,402,508

(b) Operating lease commitments

As at 30 June 2002 and 2003, operating lease commitments extending to November 2016 in relation to buildings

were as follows:

30 June 2002

30 June 2003

000 000

Amount repayable
WWILHIN ONE PEAT weevieueereirieiieiieiiseieneinesiesresiestessesiessassastsosessesssssessessessessessassesssennsesesesssssssses 13,369 12,127
BETWEEN ONE 10 fIVE YEATS 1eeverrereereriereiieierieisrereress et essessssasateasesssssessessssssssnsresiassesiasiensa 38,616 33,705
OVer fiVe YEALS uvcveveereereriresserroreerserensens O SR 68,561 61,344
120,546 107,176

11. PRIOR YEAR COMPARATIVES

Certain comparative figures of 2002 have been reclassified to conform to the current period’s presentation.
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Appendix A — Definitions

“Articles of Association” .................

“Articles of Association
Mandatory Provisions”.................

“BIPDIC” ..ooiiciiiiriiiiinncninicnens

“BTT Power Grid” .....cooevvvereernne...

“CDT” v

“CERC” v

“CIETAC? oot

“Conditions” ......oovvvvvvinevrercvveecnvrans
“CSRC”
“DILECTOTS™ wrvvvveeiieresreirnereereereereserons

“Domestic Shares” ......ccovvrvevvrveenns

“Electric Power Law” ......ccooruven..

“Financial Services and Markets
ACE” ettt cee e

the articles of association of the Company

provisions in the Articles of Association which are required under
PRC law to be included therein for overseas-listed PRC companies
Beijing International Power Development and Investment Company
R ERESFAREAT, a State-owned enterprise established and
controlled by the Beijing municipal government

the board of directors of the Company

the area comprising Beijing, Tianjin and northern Hebei province

the power grid serving the BTT Area

China Datang Corporation, a State-owned enterprise controlled by
the PRC central government

the China Electricity Regulatory Commission FEBHEEZERE

the China International Economic and Trade Arbitration Commission

TEERZFREMBRERE

the terms and conditions of the Bonds

the China Securities Regulatory Commission P EIE# K EERSZ RS
the directors of the Company

Renminbi-denominated ordinary shares issued by the Company, with
a nominal value of RMB 1.00 each in the registered capital of the
Company which are subscribed for or credited as paid up in Renminbi

the Electric Power Law 4 A RFFEH 71% adopted by the Standing
Committee of the 8th National People’s Congress on 28 December
1995, and effective as of 1 April 1996

the Financial Services and Markets Act of 2000 of the United
Kingdom

Gross Domestic Product

Datang Honghe Power and Datang Tangshan Power (Phase II)

A-1




Appendix A — Definitions

“Grid Control Regulations” ............

“H Shares” or “Shares” .........covuu...

“HCIC” v

“HKS$” or “Hong Kong dollars” ....

“Hong Kong” ............

“Hong Kong Listing Rules” .............

“Hong Kong Stock Exchange” .......

“Inner Mongolia”.......

......................

“London Listing Rules” ..................

“London Stock Exchange” ..............

“MOC” ...

“NCPGC” .o

“NCPG Finance Company”.............

“No. 701 Document”

the Regulations on Power Grid Control HMEEEHE L
promulgated by the State Council on 19 February 1993 and effective
as of 1 November 1993, the Implementation Rules for the
Regulations on Power Grid Control HfEEEHE &G LR
promulgated by former Ministry of Electric Power in October 1994
and the Regulations on North China Power Grid Control
M BEEERE M promulgated by North China Power Group in
July 1993 to implement the national grid control regulations in the
North China Power Network

Special Renminbi-denominated ordinary shares issued by the
Company, with a nominal value of RMB 1.00 each in the registered
capital of the Company which are subscribed for and traded in Hong
Kong dollars and are listed and dealt in on the Hong Kong Stock
Exchange and listed on the Official List of the UK Listing Authority
and admitted to trading on the London Stock Exchange’s market for
listed securities

Hebei Construction Investment Company Wt Z iR E AT, a State-
owned enterprise established and controlled by the Hebei provincial
government

the lawful currency of Hong Kong

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

the listing rules of the Hong Kong Stock Exchange
The Stock Exchange of Hong Kong Limited

the Inner Mongolia Autonomous Region
International Accounting Standards

International Financial Reporting Standards
Independent Power Producer

London InterBank Offered Rate

the listing rules of the London Stock Exchange
London Stock Exchange plc

the PRC Ministry of Commerce %% #§

North China Power Group Company #E%JLE HEH A FE, a State-
owned enterprise controlled by State Grid Company EZXEM A7)

North China Power Group Finance Company Limited
eI NEEM FFRFELE

Ji Jia Ge (2001) No. 701 document issued by SDPC on 23 April 2001
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Appendix A — Definitions

“Noon Buying Rate” ................

“North China Area” ................

“North China Power Group” ..

“North China Power Network”

“PRC” or “China” .......c.ouvunne

“PRC Company Law”

“PRC Securities Law™ ..............

“Projects” ..oovveviverirrenreoreenrnnrenne

“Projects Under Construction”

“RMB” or “Renminbi”

“SAFE” ..o

the noon buying rate in New York City for cable transfers in foreign
currencies, as certified for customs purposes by the Federal Reserve
Bank of New York

Beijing municipality, Tianjin municipality, Shanxi province, Hebei
province and the western regions of Inner Mongolia

North China Power Group FE%Jt# 7145 , a federation of State-
owned enterprises established in 1993 by the former Ministry of
Electric Power, the primary operating entities of which are NCPGC,
Hebei Electric Power Company 4t 5 514 & , Shanxi Electric Power
Company WFEE#HAAT and the Electric Power Company of the
Inner Mongolia Autonomous Region M# & 5K 8 4 F

the electricity transmission system comprising the BTT Power Grid,
the Hebei South Power Grid, the Shanxi Power Grid and the Inner
Mongolia West Power Grid, covering the North China Area

Douhe Power Plant, Gaojing Power Plant, Xiahuayuan Power Plant,
Zhangjiakou Power Plant and the plants of Datang Panshan Power,
Datang Huaze Hydropower and Datang Tuoketuo Power (Phase I)

Official List of the UK Listing Authority

The People’s Bank of China & AE#47, the central bank of the PRC

since 1 January 1994, the exchange rate for foreign exchange
transactions involving Renminbi published daily by PBOC

the Power Purchase Agreement between NCPGC and the Company
dated 5 August 1996, as supplemented by the Agreement on Tariffs
and Supplemental Agreement to the Power Purchase Agreement dated
15 October 1996

the People’s Republic of China

the Company Law of the PRC 4 A RELHME X T | as enacted by the
Standing Committee of the eighth National People’s Congress on 29
December 1993 and effective on 1 July 1994, as amended,
supplemented or otherwise modified from time to time

the PRC Securities Law as enacted by the Standing Committee of the
Ninth National People’s Congress on 29 December 1998

the Projects Under Construction and the Greenfield Projects

Datang Tuoketuo Power (Phase II), Datang Shentou Power, Datang
Pingwang Power and Datang Tangshan Power (Phase I), Datang
Lixianjiang Hydropower, Datang Nalan Hydropower and Wenshan
Malutang Power

the lawful currency of the PRC

the PRC State Administration for Foreign Exchange B&R/MNCEER,
the government agency responsible for matters relating to foreign
exchange administration




Appendix A — Definitions

“SAIC” it the PRC State Administration for Industry and Commerce

“SDPC” ..o the PRC  State  Development  Planning  Commission
EZEERBITWERS , a former ministry of the PRC central government
which was dissolved and reorganised into the SDRC in March 2003

“SDRC” covvirienrenrrerieeneersersenresressioses the PRC State Development and Reform Commission
BREEUEZRL, a new ministry in the PRC Central government
which was established in March 2003 to replace and assume the
responsibilities of the SDPC

“SETC” crveiiveiiireerieiesiees s eine the PRC State Economic and Trade Commission BRE&ZFAZER &,
a former ministry of the PRC central government which was dissolved
in March 2003

£l

“Special Regulations”...........cccevennne. the Special Regulations of the State Council on the Overseas Offering
and Listing of Shares by Joint Stock Limited Companies
EFRATROAGRATRIFERG R LTHFAME , promulgated by
the State Council on 4 August 1994, as amended, supplemented or
otherwise modified from time to time

“8tALE” .ot the PRC

“State Council” .......occovvveccrrierccnnnns the State Council of the PRC E#

“State Plan” .....ccocooiniiiiiiiicinnnienens the plan devised and implemented by the relevant authorities of the
PRC government in relation to the economic and social development
of the PRC

CTIIC”  erveieierteeeinereeesieniesrnese e Tianjin Jinneng Investment Company KEMEEERTLF, a State-

: owned enterprise established and controlled by Tianjin Municipal
Government
“UK Listing Authority” .................. the Financial Services Authority in its capacity as competent authority

under the Financial Services and Markets Act
“United Kingdom” or “UK” .......... the United Kingdom of Great Britain and Northern Ireland

“United States” or “US” ................. the United States of America, its territories and possessions, any state
of the United States and the District of Columbia

“US$” or “US dollars™ ................... United States dollars, the lawful currency of the United States of
America
VAT it Value Added Tax, the tax applied by the PRC tax authorities on

business units or individuals engaged in the sale or importation of
goods or processing, or repair and replacement services

» &« » o«

All references to “we”, “our”, “us” and “our Company” are to the Company and the Group.




Appendix B — Glossary of technical terms

“available capacity” ......c.coocoeeiennen. the generating capacity of a power plant which is available for
producing electricity

“available hours” ........cooerieirrnnne. for a specified period, the numbers of hours in that period that a
generator is available for generation

“average €apacity” .........ccccceeereennne for a specified period, the available capacity of a generating unit
multiplied by the number of hours in such period during which such
generating unit is integrated into the relevant transmission network
divided by the number of calendar hours in such period

“average utilisation hours” ............. for a specified period, the number of hours calculated by dividing the
amount of electricity produced in such period by the average capacity
in such period

“capacity factor” .......ccecevereerneninn for a specified period, the ratio (expressed as a percentage) of the
number of utilisation hours of a power plant to the total number of
hours in such period

“equivalent availability factor” ....... for a specified period and a given power plant, the ratio (usually
expressed as a percentage) of the number of available hours in that
period (reduced, in the case of hours in which the attainable
generating capacity of such plant is less than the installed capacity, by
the proportion of installed capacity not so atrainable) to the total
number of hours in that period

“OIA” o e a transmission system for electricity

“GWR” oo rnerens the unit of energy equal to the work done by 1,000,000,000 watts of
electrical power in one hour (a gigawatt hour)

“installed capacity” .......ccocovvenene the highest level of electrical output which a power plant is designed
to be able to maintain continuously without causing damage to the
plant

CRWH? oeooorereeeeseeesresesees s sesss oo a unit of energy equal to the work done by 1,000 watts of electrical

power in one hour (a kilowatt hour)
RV et osree e veseerae et 1,000 volts

“load factor” ......ccoeieirneecrnne for a specified period, the ratio (usually expressed as a percentage) of
the number of utilisation hours to the number of operational hours of
a power plant for such period

“megawatt Hour” or “MWh” ....... a unit of energy equal to the work done by 1,000,000 wartts of
electrical power in one hour (a megawatt hour)

MW et et 1,000,000 watts; a megawatt
“net generation” ........eiereniiin for a specified period, the total amount of power produced by a

power plant, less the power consumed in the operation of the power
plant in that period




Appendix B — Glossary of technical terms

“on-grid tariff” ......

“operational hours”

..........................

..........................

the price at which an independent power producer sells its electricity
to a grid operator

for a specified period, the number of hours that a power plant
supplies any amount of electrical energy to a grid or, for power plants
with multiple generating units, the weighted average of the number of
hours that each generating unit supplies any amount of electrical
energy to a grid, weighted by the installed capacity of the generating
units

coal with an energy content of 7,000 kilocalories per kilogramme

a unit of energy equal to the work done by 1,000,000 MW (one
terawatt) of electrical power in one hour

for a specified period, the number of hours it would take for a power
plant operating at installed capacity to generate the amount of
electricity actually produced in that period
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