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INTERIM RESULTS AND FINANCIAL DATA

The Board of China Longyuan Power Group Corporation Limited* hereby announced the
unaudited operating results for the six months ended 30 June 2017 and a comparison with the
operating results for the six months ended 30 June 2016 (the “corresponding period of 2016").
For the six months ended 30 June 2017, the Group recorded consolidated operating revenue
of RMB12,315 million, representing an increase of 9.7% over RMB11,228 million* for the
corresponding period of 2016. Profit before taxation amounted to RMB3,407 million, representing
an increase of 1.5% over RMB3,358 million for the corresponding period of 2016. Net profit
attributable to equity holders of the Company amounted to RMB2,495 million, representing an
increase of 5.5% from RMB2,364 million for the corresponding period of 2016. Basic earnings
per share amounted to RMBO0.3005, representing an increase of RMB0.0162 from RMB0.2843
for the corresponding period of 2016. As at 30 June 2017, net assets per share (excluding non-
controlling interests) amounted to RMB5.31.

* In October 2016, the Group obtained control rights over Shanxi Guodian Jinke Wind Power
Generation Co., Ltd. (“Shanxi Jinke") from Guodian Shanxi Jieneng Co., Ltd. (“Guodian Shanxi”), a
fellow subsidiary of the Company. For the six months ended 30 June 2016, the data of consolidated
statement of profit or loss and other comprehensive income were restated as if the Company
had obtained control rights over Shanxi Jinke from the beginning of the period in such financial
statements, similarly hereinafter.

* For identification purpose only
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INTERIM RESULTS AND FINANCIAL DATA
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Note 1:

Ly b
In October 2016, the Group obtained control rights over Shanxi Jinke from Guodian Shanxi, a fellow, 5= /?‘-
subsidiary of the Company. For the six months ended 30 June 2016, electricity sales were restated ¥
as if the Company had obtained control rights over Shanxi Jinke from the beginning of the period in
such financial statements, similarly hereinafter.
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INTERIM RESULTS AND FINANCIAL DATA

For the six months ended 30 June

2017 2016
RMB’000 RMB'000
Revenue w0 12,314, 78900 NG 11,228,115
Profit before taxation 3,406,691 3,357,869
Income tax (555,318) (422,620)
Profit for the period 2,851,373 2,935,249
Attributable to:
Equity holders of the Company 2,494,609 2,364,015
Non-controlling interests 356,764 571,234
Total comprehensive income for the period 2,934,670 2,924,462
Attributable to:
Equity holders of the Company 2,578,077 2,345,921
Non-controlling interests 356,593 578,541
Basic and diluted earnings per share (RMB cents) 30.05 28.43
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INTERIM RESULTS AND FINANCIAL DATA

30 June 31 December

2017 2016

RMB’000 RMB’ 000

Total non-current assets 127,160,719 125,828,117

Total current assets 18,930,612 18&82. 576

Total assets 146,091,331 138,660,693

Total current liabilities 58,467,614 55,807,408

Total non-current liabilities 37,941,107 35,067,034

Total liabilities 96,408,721 90,874,442

Net assets 49,682,610 47,786,251

Gearing ratio (Note 2) 1.10 1.10

Total equity attributable to the equity holders of the

Company 42,705,211 40,889,777

Non-controlling interests 6,977,399 6,896,474

Total equity 49,682,610 47,786,251

Net assets per share (RNVIB) 5.31 5.09
Note 2: Gearing ratio = total liabilities/(total assets — current liabilities)

—
China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2017, with continuous improvement of the global economy, China’'s economy
maintained a stable momentum in general. The power supply and demand across the country
was at ease on the whole from January to June 2017 while the total power consumption grew
at faster pace as compared with the same period last year. The power consumption in the
industrial sectors enjoyed a relatively faster growth while daily average power consumption in the
manufacturing sector reached another high record. Coal-fired power generation grew rapidly; the
utilization hours of power generation equipment decreased slightly; the newly installed capacity
decreased year on year, and the newly installed capacity of solar power took up a proportion of
approximately 50%.

According to the Monthly Statistics of China Power Industry 0 D 000000000 O published
by China Electricity Council, from January to June in 2017, the power consumption across the
country was 2,950.8 billion kWh, representing a year-on-year increase of 6.3%. The electrical
output of above-the-scale power plants across the country amounted to 2,959.8 billion kWh,
representing a year-on-year increase of 6.3%. The cumulative average utilisation hours of
generation equipment across the country reached 1,790 hours, representing a year-on-year
decrease of seven hours. As at 30 June 2017, the installed capacity of above-the-scale power
plants across the country reached 1,629 GW, representing a year-on-year increase of 6.9%. The
newly installed capacity for hydropower, wind power and solar power recorded year-on-year
increase, while the newly installed capacity for coal power and nuclear power decreased year on
year. In the first half of 2017, wind power output across the country reached 149.0 billion kWh,
accounting for 5.0% of the total power generation across the country, which was 0.5 percentage
point higher than that for the corresponding period of last year. The average utilisation hours of
wind power across the country reached 984 hours, representing a year-on-year increase of 67
hours.

Interim Report 2017
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In the first half of 2017,‘ in order to advocate envi'ronmentally—friendly consumption across the




MANAGEMENT DISCUSSION AND ANALYSIS

. BUSINESS REVIEW

1. Continually strengthened safety production management and maintained
steady growth of wind power generation

In the first half of 2017, the Group upheld the fundamental principle of standardization
construction and focused on the basic elements of management in respect of
equipment, technology and appraisal to constantly optimize reliability indicators such
as the malfunction spoiled time and steadily level up production and management
standards. Targeted at the standardization of safe and civilized production, the
Group gave priority to the prevention and control of equipment defects to dive into
modification plan for assurance of safe and economical efficiency of equipment
management and control and technological renovation. Furthermore, it improved
the technological supervision standards and trained up the supervision team, thus
constructing the technological supervision system with characteristics of Longyuan
Wind Power. In regard of the site work, the Group conceived the management
methods of “Three Measures and One Scheme” (“00 O O O “) and the corresponding
implementing specifications to exert strict control over on-site safety and put an
end to safety incidents. It also dispatched five special measures including the
Safeguarding Specifications in the Production Monitoring System to reinforce the
Group-wide technology management in a feasible manner. Meanwhile, it also
consummated the monthly and annual production and management special appraisal
measures and proactively pressed ahead the four kernel tasks, i.e., standardization
of on-site safe and civilized production, implementation of safeguarding systems
and safety measures in production, management of technological supervision and
construction of malfunction-free wind farms.

In the first half of 2017, the Group strengthened and optimised its professional
management, established comprehensive management mode and system for
economic operations, fully determined the reasons for power loss in different
units, adopted specific measures to minimise internal wind power curtailment and
enhanced economic operation level in the farms. In addition, it promoted utilisation
hours benchmarking, established comprehensive four-tier management and control
system covering the headquarter, regional companies, wind farms and individual
units, further strengthened advanced benchmarking, market benchmarking and
feasibility benchmarking, and strengthened and expanded its favourable position in
key benchmarks including utilisation hours, unavailable hours, power consumption of
' plants as well as repair and maintenance costs per kWh.
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MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2017, in the face of complexities in the power market, the Group
strived to level up the marketing and management and made rational decisions
in the trading market to maximise the profit of the Group. As a result, substantial
results have been achieved in respect of grid curtailment management. Various
measures were taken to cope with grid curtailment. In particular, it carried out
stringent assessment on grid curtailment and pressed on with grid structure research
within the Group while further strengthened the sense of marketing and devoted
more efforts to the differentiated marketing outside the Group. Furthermore,
the market-oriented marketing has brought along fruitful results. In this regard, it
conducted in-depth analysis of regional electricity markets and characteristics of
grids, thereby formulating specific marketing plans for different regions. Moreover,
the Group abided by the industry self-discipline, resisted ineffective transactions
resolutely, and won over transacted volume legitimately by means of cross-region
delivery, swap of wind power and coal-fired power, as well as direct power supply
for big customers, resulting in advantageous transacted tariff and steadily increasing
benefits for the first half of 2017.

In the first half of 2017, the Group generated a cumulative gross electricity output
of 22.732 billion kWh, of which electricity generated from our wind power segment
amounted to 17.103 billion kWh, representing a year-on-year increase of 11.00%.
The increase in electricity generated from wind power segment of the Group was
primarily due to the increase in installed capacity and decrease in the percentage
of grid curtailment. In the first half of 2017, the Group's average utilisation hours of
the wind power segment were 1,030 hours, representing an increase of 50 hours as
compared to the corresponding period of 2016.

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

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

wind farms for the first half of 2016 and the first half of 2017 as below:

First half First half Percentage
Region of 2017 of 2016 of change
(MWh) (MWh)
Heilongjiang 1,197,882 1,039,924 15.19%
Jilin 429,457 3264517 37.46%
Liaoning 1,112,106 A 10 1.00%
Inner Mongolia 2,370,444 2,422,335 -2.14%
Jiangsu (Onshore) 1,280,171 1,244,681 2.85%
Jiangsu (Offshore) 526,561 471,175 11.75%
Zhejiang 184,446 203,451 -9.34%
Fujian 820,546 649,936 26.25%
Hainan 63,923 51,740 23.55%
Gansu 984,087 788,198 24.85%
Xinjiang 1,325,245 970,532 36.55%
Hebei 1,333,891 1,371,118 -2.72%
Yunnan 1,108,354 974,972 13.68%
Anhui 786,934 801,050 -1.76%
Shandong 393,985 370,961 6.21%
Tianjin 142,797 149,356 -4.39%
Shanxi 624,135 653,333 -4.47%
Ningxia 670,226 427,171 56.90%
Guizhou 743,018 608,409 22.12%
Shaanxi 308,763 281,431 9.71%
Tibet 7,230 8,768 -17.54%
Chongging 168,715 138,358 21.94%
Shanghai 69,677 66,652 4.54%
Guangdong 57,584 20,635 179.06%
Hunan 79,916 60,682 31.70%
Guangxi 134,103 85,570 56.72%
Jiangxi 25,377 - -
Canada 153,558 134,823 13.90%
Sat Total 17,103,131 15,408,788 11.00%
ﬁ‘%@
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the average utilisation hours/load factor of wind power of
the Group's wind farms for the first half of 2016 and the first half of 2017 as below:

Average Average Average Average Percentage of
utilisation load factor utilisation load factor change of
hours of of wind hours of of wind  the average
wind power power for wind power power for utilisation
for the first the first for the first the first half hours of
Region half of 2017  half of 2017 half of 2016 of 2016 wind power
(hours) (hours)
Heilongjiang 970 22% 842 19% 156.20%
Jilin 866 20% 698 16% 24.07%
Liaoning 1,109 26% 1,098 25% 1.00%
Inner Mongolia 917 21% 937 21% -2.13%
Jiangsu (Onshore) 1,063 24% 1,134 26% 6.26%
Jiangsu (Offshore) 1,096 25% 981 22% 11.72%
Zhejiang 809 19% 893 20% 9.41%
Fujian 1,401 32% 1,245 29% 12.53%
Hainan 646 15% 523 12% 23.52%
Gansu 763 18% 611 14% 24.88%
Xinjiang 860 20% 703 16% 22.33%
Hebei 1,140 26% 1,172 27% -2.73%
Yunnan 1,647 38% 1,574 36% 4.64%
Anhui 1,149 26% 1,178 27% -2.46%
Shandong 1,161 27% 1,095 25% 6.03%
Tianjin 1,082 25% 1,131 26% -4.33%
Shanxi 911 21% 1,011 23% -9.89%
Ningxia 949 22% 822 19% 15.45%
Guizhou 1,185 27% 1,082 25% 9.52%
Shaanxi 962 22% 1,205 28% -20.17%
Tibet 964 22% 1,169 27% -17.54%
Chongging 1,129 26% 925 21% 22.05%
Shanghai 1,467 34% 1,403 32% 4.56%
Guangdong 1,147 26% 802 18% 43.02%
Hunan 1,665 38% 1,264 29% 31.72%
Guangxi 1,404 32% 1,258 29% 11.61% \
Jiangxi 1,475 34% - - -
Canada 1,550 36% 1,360 31% 13.97% e S
Total 1,030 24% 980 22% 5.10% : ﬂgﬁ
China Longyuan Power Group Corporation Limited 11
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the average utilisation percentage of wind power of the
Group's wind farms for the first half of 2016 and the first half of 2017:

First half First half Percentage

Region of 2017 of 2016 of change
(%) (%)

Heilongjiang 99.38 99.36 0.02%
Jilin 99.38 99.00 0.38%
Liaoning 99.36 99.14 0.22%
Inner Mongolia 99.13 98.54 0.59%
Jiangsu (Onshore) 99.26 99.16 0.10%
Jiangsu (Offshore) 96.48 96.12 0.36%
Zhejiang 98.95 98.72 0.23%
Fujian 98.84 98.22 0.62%
Hainan 98.48 99.17 -0.69%
Gansu 99.45 99.39 0.06%
Xinjiang 97.60 99.30 -1.70%
Hebei 98.41 98.25 0.16%
Yunnan 99.47 99.36 0.11%
Anhui 99.10 99.23 -0.13%
Shandong 99.61 99.43 0.18%
Tianjin 99.45 99.48 -0.03%
Shanxi 99.39 99.33 0.06%
Ningxia 99.12 99.30 -0.18%
Guizhou 98.72 99.08 -0.36%
Shaanxi 99.71 99.16 0.55%
Tibet 100.00 99.00 1.00%
Chongging 99.25 99.22 0.03%
Shanghai 99.49 99.56 -0.07%
Guangdong 98.98 99.12 -0.14%
Hunan 98.61 98.50 0.11%
Guangxi 99.28 99.63 -0.35%
Jiangxi 99.76 - -
Canada 97.55 97.89 -0.34%

Total 98.95 98.94 0.01%




MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2017, the consolidated gross power generation from coal power
segment of the Group was 5.323 billion kWh, representing an increase of 13.55%
as compared with 4.688 billion kWh in the corresponding period of 2016. This was
primarily due to the increase in social electricity consumption. The average utilisation
hours of the Group's coal power segment in the first half of 2017 was 2,839
hours, representing an increase of 339 hours as compared with 2,500 hours in the
corresponding period of 2016.

Solidly pushed forward the preliminary work and continued to maintain
the leading advantage

In the first half of 2017, under the guideline of steadily and prudently exploiting
high quality resources and constantly improving development quality, the Group
steadily and prudently developed offshore wind power, energetically tapped into
overseas market and devoted ongoing efforts to technology innovations, aiming to
continually optimise development layout and enhance high-quality resource reserves.
It proactively secured the prime resources in regions not subject to grid curtailment
based on the wind source blueprint of each province so as to progressively
establish the development landscape featuring “nationwide presence and provincial
expansion”. As a result, it attained increasing wind power reserves in regions not
subject to grid curtailment and regions with favorable conditions in grid connection
and consumption; and noticeably, it continually expanded resource reserves by
capitalizing on the opportunities arising during the window period and opportunity
period of offshore wind power. Moreover, it intensified analysis on the wake of wind
farms and research on its data modeling, formulated a synergistic control plan for the
wake of wind farms and thereby increased the power generation of the entire wind
farms; in addition, it adopted the wind resource mapping technology at high resolution
to win more chances for the success in wind farm planning and site selection;
furthermore, it conducted researches on development policies and technologies of
distributed wind power to temporize with the development needs of wind power
under new circumstances.

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2017, under the development plan for the second batch of
wind power projects under the “Thirteenth Five-year Plan” issued by Energy
Administrations at the provincial level, 28 projects of our Group were listed with
total capacity of 1,873 MW and located in regions not subject to grid curtailment. In
the second half of 2017, the Group will put more efforts in ensuring that all projects
under the development plan will be approved. As of 30 June 2017, the Group had
wind power projects of 9.7 GW listed under the development plan of NEA or national
preliminary approval list but not yet put into operation, and wind power projects of 7.4
GW approved but not yet put into operation, indicating an abundant project reserve.

3. Continually exerted high standards for construction quality and ensured
smooth progress of construction of wind power projects

In the first half of 2017, the Group held fast to and implemented the “One, Five
and Five” strategy ("O 0 0O " O O) of Guodian Group, comprehensively boosted the
construction of an internationally top-notch enterprise to build the “Long-lasting
Longyuan”, and progressively pressed ahead construction of wind power projects. In
particular, the 48 MW Baokang Huanglianshan Wind Power Project in Hubei Province
was put into operation marking the breakthrough of “zero” wind power installed
capacity for the Group in Hubei Province. Construction was carried out under stable
construction safety environment without any construction or equipment-related safety
accident. Every unit of the Group continued to carry out work in regard of design
inspection, acceptance and equipment supervision in accordance with strict quality
standards and coordinated and resolved the identified problems in a timely manner,
thus preventing quality issues, effectively reducing hidden perils concerning quality
and ensuring quality of the projects. Furthermore, the Group conducted compilation
and review over the price ceilings in an efficient manner, which manifested prominent
effects on project cost control.

Interim Report 2017




MANAGEMENT DISCUSSION AND ANALYSIS

The construction of the Group’s 900 MW offshore wind power project is in full swing
for the time being. In particular, the Jiangsu Dafeng Offshore Wind Power Project
was under smooth progress in the first half of the year, with the great majority of
ground treatment and concrete pouring of wind turbine foundation completed and
the offshore transformer station and onshore centralised control center installed. The
project successfully constructed the first separable transformer station in the world
and employed the 33-kilometers-long connector-free 220 kV subsea cable with large
cross section for the first time in the world, thereby reducing operation risks of the
project.

The Group upheld the concept of “making profits in virtue of quality assurance” and
further cemented the competitive edges of the Group in the wind power market by
rolling out high-quality fine projects and constructing top-notch wind farms featuring
“Safety, Reliability, High-efficiency and Intelligence.” In response to the increasingly
prominent environmental problems and the growing emphasis laid by competent
authorities in China, the Group strictly complied with construction work procedures in
the course of construction, and actively fulfilled work requirements for projects such as
forest and land requisition, environment evaluation and soil and water conservation.
Thanks to such endeavors, the construction risks were reduced effectively, thereby
laying a foundation for the environmentally friendly development of the Group.

In the first half of 2017, the Group had new consolidated installed capacity of 48 MW.
As at 30 June 2017, the consolidated installed capacity of the Group was 19,542
MW, among which the consolidated installed capacity of the wind power segment
was 17,417 MW, while the consolidated installed capacity of the coal power segment

and the consolidated installed capacity of other renewable energy segment were
1,875 MW and 250 MW, respectively.

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the consolidated installed capacity of the Group’s wind
farms as of 30 June 2016 and 30 June 2017 as below:

As of As of Percentage
Region 30 June 2017 30 June 2016 of change

(Mw) (MW)
Heilongjiang 1,234.7 172349 0.00%
Jilin 547.4 497.4 10.05%
Liaoning 1,003.2 1,003.2 0.00%
Inner Mongolia 2,635.8 2,635.8 0.00%
Jiangsu (Onshore) 1,248.5 1,197.9 4.22%
Jiangsu (Offshore) 480.3 480.3 0.00%
Zhejiang 227.9 2288 0.00%
Fujian 665.1 570.1 16.66%
Hainan 99.0 99.0 0.00%
Gansu 1,289.8 1,289.8 0.00%
Xinjiang 1,541.3 1,541.3 0.00%
Hebei 1,170.1 1,170.1 0.00%
Yunnan 769.5 619.5 24.21%
Anhui 733.1 684.7 7.07%
Shandong 393.4 338.8 16.12%
Tianjin 132.0 132.0 0.00%
Shanxi 829.5 646.5 28.31%
Ningxia 724.7 724.7 0.00%
Guizhou 641.5 641.5 0.00%
Shaanxi 439.2 338.6 29.71%
Tibet 75 7.5 0.00%
Chongging 149.5 149.5 0.00%
Shanghai 47.5 47.5 0.00%
Guangdong 75.74 25.74 194.25%
Hunan 48.0 48.0 0.00%
Guangxi 95.5 95.5 0.00%
Jiangxi 40.0 - -
Hubei 48.0 - -
Canada 99.1 99.1 0.00%

Total 17,416.84 16,546.64 5.26%




MANAGEMENT DISCUSSION AND ANALYSIS

Maintained stable tariffs with a rational attitude towards the market

In the first half of 2017, the average on-grid tariffs for all power generation segments
of the Group amounted to RMB534 per MWh (value-added tax (the “VAT") inclusive),
representing a decrease of RMB5 per MWh as compared with RMB539 per MWh
(VAT inclusive) in the corresponding period of 2016. The average on-grid tariffs for
wind power amounted to RMB569 per MWh (VAT inclusive), representing a decrease
of RMB9 per MWh as compared with RMB578 per MWh (VAT inclusive) in the
corresponding period of 2016, which was mainly due to the increase in electricity
sales in the regions with lower tariffs for wind power compared with the same period
in 2016, so the tariffs for wind power relatively decreased. The average on-grid
tariffs for coal power amounted to RMB395 per MWh (VAT inclusive), representing
an increase of RMB16 per MWh as compared with the average on-grid tariffs for
coal power of RMB379 per MWh (VAT inclusive) in the corresponding period of
2016, mainly attributable to the higher power generation and power generation with
recognized environmental subsidised tariff recorded by Jiangyin Sulong Heat and
Power Generation Co., Ltd. (0O OO0 O0OOOOO), a subsidiary of the Group, in the
first half of 2017 over the corresponding period of 2016.

Vigorously consolidated the measures for guaranteeing funds supply and
control of cost to effectively prevent fund risks

In the first half of 2017, in light of the unfavorable situation of “tight supply and
high cost” in the domestic monetary market, the Group vigorously consolidated the
measures for guaranteeing funds supply and control of cost. Firstly, the Group used
its best endeavours to guarantee funds supply. The Group successfully convened
the second session of Green Energy Financing Summit to strengthen the contact
with major partners in the financial market, continuously expanded the way of
financing and successfully issued a tranche of green corporate bonds. Secondly, the
Group devoted further efforts on the intensive management and control of funds.
The cash sweep and utilisation efficiency was effectively improved by virtue of the
capital pool. Meanwhile, the Group further optimised the regional capital allocation
to effectively reduce financing costs and the capital cost continued to maintain
at the leading level in the industry in the first half of the year. Thirdly, the Group
intensified the management and control of fund plan. The Group improved the fund
plan management system through the monthly fund coordination meeting to subject
the overseas companies and important associates and joint ventures to the unified

management of the Group’s overall fund plan management to effectively prevent fund’

risks.

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

6. Successfully applied major scientific and technological achievements and
increased scientific and technological innovation efforts

In the first half of 2017, the Group creatively adopted the construction scheme
of “modular design and separable installation” and successfully installed the first
offshore separable transformer station in the world. The successful implementation
of the project represents a significant breakthrough in respect of critical technology
for development of offshore wind power and offers a new technology option for the
construction of offshore transformer station. The Group carried out and succeeded
in the engineering practice of 220 kV single core high-voltage submarine cable in the
PRC for the first time. The success of the project solved the technical bottleneck
of transmission engineering, filled the domestic gap of such project and laid a solid
technological foundation for the large scale development of offshore wind farms.

The Group took a number of initiatives to increase efforts on scientific and
technological innovation, reinforced the head office’s scientific and technological
management function and clarified the focus and direction of scientific and
technological work. The scientific research strength of subsidiaries engaged in
technical services was strengthened. In the first half of 2017, five industrial standards
of the Group were included in the wind power standard system of energy industry.
Five group standards of the Chinese Society for Electrical Engineering were approved.
In addition, the Group obtained 26 newly authorized patents, applied for five software
copyrights and was awarded five Scientific Advance Prizes by Guodian Group.

7. Extensively implemented overseas projects and steadily advanced the
production and construction of wind farms

In the first half of 2017, in order to implement the “Thirteenth Five-year Plan” of
Guodian Group and accelerate the progress of “Going Global”, the Group screened,
analyzed and assessed a number of projects in such regions and countries as
the United States, Canada, the Northern, Central and Eastern Europe to seek for
potential opportunities for investment in overseas wind power. In addition, the Group
proactively participated in the wind power project in Poland and increased efforts on
development of greenfield projects. Meanwhile, the Group set up its working team
for Kazakhstan, investigated and conducted investigation, research and study of the
new energy market in Azerbaijan, etc.
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MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2017, the Group’'s Dufferin Wind Farm in Canada recorded
total power generation of 153,658 MWh. The Group proactively fulfilled its social
responsibility in the local place and established close relationship with the community
and the government where the project is located. As at 30 June 2017, the wind farm
has maintained safe production for consecutive 942 days.

Ever since the commencement of construction in 2015, the individual works of the
Group's 244.5 MW wind farm project in De Aar, South Africa were pushed ahead
steadily and smoothly. As at 30 June 2017, all the equipment has been transported
to the site. The electricity transmission and transformation project has been basically
completed. All the units are expected to be officially put into operation by the end of
201157

RESULTS OF OPERATIONS AND ANALYSIS THEREOF

Profit or loss and other comprehensive income

In the first half of 2017, the net profit of the Group amounted to RMB2,851 million,
representing a decrease of 2.9% as compared to RMB2,935 million in the corresponding
period of 2016. Net profit attributable to equity holders of the Company amounted to
RMB2,495 million, representing an increase of 5.5% as compared to RMB2,364 million
in the corresponding period of 2016. Earnings per share amounted to RMB30.05 cents,
representing an increase of RMB1.62 cents as compared to RMB28.43 cents in the
corresponding period of 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating revenue

Operating revenue of the Group amounted to RMB12,315 million in the first half of 2017,
representing an increase of 9.7% as compared to RMB11,228 million in the corresponding
period of 2016. The increase in operating revenue was primarily due to: 1) an increase of
RMB710 million, or 9.9%, in electricity sales and other revenue of wind power segment
to RMB7,901 million in the first half of 2017 as compared to RMB7,191 million in the
corresponding period of 2016, which was primarily due to the increase of electricity sales
volume of wind power segment; 2) a decrease of RMB191 million, or 87.6%, in service
concession construction revenue of wind power segment to RMB27 million in the first half
of 2017 as compared to RMB218 million in the corresponding period of 2016, which was
primarily attributable to the decrease in the construction volume of service concession
projects under construction; 3) an increase of RMB209 million, or 11.7%, in revenue
from coal sales of coal power segment to RMB2,002 million in the first half of 2017 as
compared to RMB1,793 million in the corresponding period of 2016, which was primarily
attributable to the increase of coal price; and 4) an increase of RMB260 million, or 18.4%,
in revenue from electricity sales of coal power segment to RMB1,672 million as compared
to RMB1,412 million in the corresponding period of 2016, which was primarily attributable
to the increase in electricity sales volume of coal power segment of 590 million kWh, or
13.6%, as compared to that of the corresponding period of 2016. At the same time, the
average on-grid tariffs for coal power segment increased RMB14 per MWh (VAT exclusive),
or 4.3%, as compared to that in the corresponding period of 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

(RMB million)
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MANAGEMENT DISCUSSION AND ANALYSIS

Other net income

Other net income of the Group amounted to RMB289 million in the first half of 2017,
representing an increase of 1.4% as compared to RMB285 million in the corresponding
period of 2016, primarily attributable to the slight increase in the government grants
received during the period.

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

(RMB million)
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Depreciation and amortisation expenses

Depreciation and amortisation expenses
of the Group amounted to RMB3,305
million in the first half of 2017, representing
an increase of 8.2% as compared to
RMB3,055 million in the corresponding
period of 2016, primarily due to an
increase of RMB204 million, or 7.3%, in
depreciation and amortisation expenses
of wind power business over the
corresponding period of 2016 as a result
of expansion in the installed capacity of
wind power projects.

Coal consumption costs

The coal consumption costs of the Group
amounted to RMB1,197 million in the first
half of 2017, representing an increase of
77.9% as compared to RMB673 million
in the corresponding period of 2016.
The main reasons are as follows: 1) an
increase of approximately 55.5% in the
average unit price of standard coal for
power and steam generation as affected
by the increase in the coal price in the
first half of 2017; and 2) an increase
of approximately 13.2% in the coal
consumption as a result of the increase
in power generation.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

(RMB million)
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The coal consumption costs are set out
in the diagram below (for the six months
ended 30 June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Coal sales costs

The coal sales costs of the Group in the
first half of 2017 amounted to RMB1,955
million, representing an increase of
12.2% as compared to RMB1,743 million
in the corresponding period of 2016.
The main reasons are as follows: 1) an
increase of approximately 72.8% in the
average procurement price of coal in the
first half of 2017 as compared to that of
the corresponding period of 2016; and 2)
a decrease of approximately 35.1% in the
sales volume of coal.

Service concession construction costs

The Group's service concession
construction costs in the first half of
2017 amounted to RMB27 million,
representing a decrease of 87.6% as
compared to RMB218 million in the
corresponding period of 2016, primarily
due to a decrease of construction volume
of service concession projects under
construction in the first half of 2017 as
compared with that of the corresponding
period of 2016.

The coal sales costs are set out in the
diagram below (for the six months ended
30 June):

(RMB million)
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The service concession construction costs
are set out in the diagram below (for the
six months ended 30 June):
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Personnel costs

Personnel costs of the Group amounted
to RMB658 million in the first half of
2017, representing an increase of 10.6%
as compared to RMB595 million in the
corresponding period of 2016. The main
reasons are as follows: 1) an increase
in headcounts as a result of the Group's
expansion; and 2) a portion of the
personnel costs were expensed instead
of being capitalised as more projects
commenced operation.

Material costs

Material costs of the Group amounted
to RMB94 million in the first half of
2017, representing a decrease of
12.1% as compared to RMB107 million
in the corresponding period of 2016,
which was primarily attributable to the
decrease in material consumption due
to lower utilization hours of equipment
in the biomass segment under the
other segments as the segment carried
out renovation and transformation of
equipment in the first half of 2017.

MANAGEMENT DISCUSSION AND ANALYSIS

The personnel costs are set out in the
diagram below (for the six months ended
30 June):
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The material costs are set out in the
diagram below (for the six months ended
30 June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Repair and maintenance expenses

The repair and maintenance expenses of
the Group amounted to RMB241 million
in the first half of 2017, representing
an increase of 2.1% as compared to
RMB236 million in the corresponding
period of 2016, mainly due to the slight
increase in repair and maintenance
expenses as a result of the increase in
installed capacity of wind power.

Administrative expenses

Administrative expenses of the Group
amounted to RMB147 million in the first
half of 2017, representing an increase of
3.5% as compared to RMB142 million
in the corresponding period of 2016,
which was primarily due to the slight
increase in administrative expenses due
to the increase in business volume of the
Group.

The repair and maintenance expenses are
set out in the diagram below (for the six
months ended 30 June):

(RMB million)
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The administrative expenses are set out
in the diagram below (for the six months
ended 30 June):
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Other operating expenses

Other operating expenses of the Group
amounted to RMB216 million in the first
half of 2017, representing an increase of
11.9% as compared to RMB193 million
in the corresponding period of 2016. The
main reasons are as follows: 1) reversal
of provision for impairment of assets of
RMB94 million according to the transfer
price of certain assets in the biomass
segment in the first half of 2016, while
there was no such reversal in 2017; and
2) costs of sales of electricity equipment
in other segments recorded a year-on-
year decrease due to lower business
volume in the first half of 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

The other operating expenses are set out
in the diagram below (for the six months
ended 30 June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating profit

In the first half of 2017, the operating
profit of the Group amounted to
RMB4,763 million, representing an
increase of 4.7% as compared to
RMB4,551 million in the corresponding
period of 2016. The main reasons are
as follows: 1) the operating profit of
the wind power segment amounted to
RMB4,447 million in the first half of 2017,
representing an increase of RMB564
million, or 14.5% from RMB3,883 million
in the corresponding period of 2016.
This was mainly attributable to the
increase in the installed capacity and
the higher utilization hours in the wind
power segment; 2) the operating profit
of the coal power segment amounted
to RMB341 million in the first half
of 2017, representing a decrease of
RMB242 million, or 41.5% as compared
to RMB583 million in the corresponding
period of 2016, which was primarily
attributable to the decrease in gross
margin of electricity and steam sales
business as compared to that of the
corresponding period of 2016 as a result
of higher coal price; and 3) the reversal
of provision for impairment of assets of
RMB94 million according to the transfer
price of certain assets in the biomass
segment in the first half of 2016, while
there was no such reversal in 2017.

Operating profit is set out in the diagram
below (for the six months ended 30
June):

(RMB million)

5,000 —

4,000

3,000 W

2,000

4,551 — 4,763
1,000
0
2016 2017

Operating pro t

China Longyuan Power Group Corporation Limited

=

23




Net finance expenses

The net finance expenses of the Group
amounted to RMB1,496 million in the first
half of 2017, representing an increase of
4.5% as compared to RMB1,432 million
in the corresponding period of 2016,
which was mainly due to: 1) the increase
of RMB162 million in the interest
expenses in the first half of 2017 as
compared with that of the corresponding
period of 2016 due to the period-on-
period increase in the average balance
of borrowings; and 2) the net gains of
RMB86 million from foreign exchange
of the Group in the first half of 2017 as
compared to RMB36 million of foreign
exchange losses for the corresponding
period of 2016.

Share of profits less losses of

associates and joint ventures

The Group’'s share of profits less
losses of associates and joint ventures
amounted to RMB139 million in the first
half of 2017, representing a decrease of
41.8% as compared to RMB239 million in
the corresponding period of 2016, which
was mainly due to the decrease in share
of profits from Jiangsu Nantong Power
Generation Co., Ltd. (DO O OOOOO
0 0), a joint venture, due to higher coal
price.

Interim Report 2017

MANAGEMENT DISCUSSION AND ANALYSIS

The net finance expenses are set out in
the diagram below (for the six months
ended 30 June):

(RMB million)
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The share of profits less losses of
associates and joint ventures is set out
in the diagram below (for the six months
ended 30 June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Income tax

Income tax of the Group amounted to
RMB555 million in the first half of 2017,
representing an increase of 31.2% as
compared to RMB423 million in the
corresponding period of 2016, which was
mainly due to 1) higher tax rate in the
first half of 2017 as compared to that of
the corresponding period of 2016 as a
result of the end of tax holiday for certain
wind power projects; and 2) the decrease
in income tax as a result of the decrease
in profit of coal power segment.

The income tax is set out in the diagram
below (for the six months ended 30
June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Net profit

In the first half of 2017, the net profit
of the Group amounted to RMB2,851
million, representing a decrease of 2.9%
as compared to RMB2,935 million in the
corresponding period of 2016, mainly
attributable to: 1) the increase of RMB564
million in operating profit of wind power
segment in the first half of 2017 as
compared to that of the corresponding
period of 2016; 2) the decrease of
RMB242 million in operating profit of coal
power segment in the first half of 2017
as compared to that of the corresponding
period of 2016; 3) the decrease of
RMB48 million in operating profit in other
segments in the first half of 2017 as
compared to that of the corresponding
period of 2016; 4) the increase of RMB64
million in finance expenses in the first
half of 2017 as compared to that of the
corresponding period of 2016; 5) the
decrease of RMB100 million in the share
of profits less losses of associates and
joint ventures in the first half of 2017 as
compared to that of the corresponding
period of 2016; and 6) the increase of
RMB132 million in income tax expenses




MANAGEMENT DISCUSSION AND ANALYSIS

Net profit attributable to equity
holders of the Company

In the first half of 2017, net profit
attributable to equity holders of the
Company amounted to RMB2,495
million, representing an increase of 5.5%
as compared to RMB2,364 million in the
corresponding period of 2016, mainly
attributable to the wind power segment,
most equity interests of which were held
by equity holders of the Company.

Segment results of operations

Wind power business
Operating revenue

In the first half of 2017, the operating
revenue of the wind power business
of the Group amounted to RMB7,928
million, representing an increase of
7.0% from RMB7,408 million in the
corresponding period of 2016, primarily
due to the increase in electricity sales
revenue derived from growing power
sales volume led by the increase of
installed capacity and utilization hours of
wind power.

The net profit attributable to equity
holders of the Company is set out in the
diagram below (for the six months ended
30 June):
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Operating revenue of the wind power
business and proportions are set out in
the diagra