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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 2018 and a comparison with the operating results for the six

months ended 30 June 2017 (the “corresponding period of 2017”). For the six months ended 30 June

2018, the Group recorded consolidated operating revenue of RMB13,363 million, representing an increase
of 8.5% over RMB12,315 million for the corresponding period of 2017. Profit before taxation amounted

to RMB4,372 million, representing an increase of 28.3% over RMB3,407 million for the corresponding

period of 2017. Net profit attributable to equity holders of the Company amounted to RMB3,193 million,

representing an increase of 28.0% from RMB2,495 million for the corresponding period of 2017. Earnings
per share amounted to RMB0.3823, representing an increase of RMB0.0818 from RMBO0.3005 for the

corresponding period of 2017. As at 30 June 2018, net assets per share (excluding non-controlling interests)
amounted to RMB6.01.

*  For identification purpose only
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INTERIM RESULTS AND FINANCIAL DATA
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INTERIM RESULTS AND FINANCIAL DATA

For the six months ended 30 June

2018 2017
RMB’000 RMB’000

13,362,888 12,314,785

4,372,194 3,406,691
(769,202) (555,318)

3,602,992 2,851,373



INTERIM RESULTS AND FINANCIAL DATA

30 June 31 December
2018 2017
RMB’000 RMB’000
Total non-current assets 127,760,195 128,512,863
Total current assets 18,639,716 17,122,177
Total assets 146,399,911 145,635,040
Total current liabilities 41,347,803 47,159,418
Total non-current liabilities 49,450,152 45,176,340
Total liabilities 90,797,955 92,335,758
Net assets 55,601,956 53,299,282
Gearing ratio (™ 0.86 0.94
Total equity attributable to the equity holders of
the Company 48,305,832 46,125,851
Non-controlling interests 7,296,124 7,173,431
Total equity 55,601,956 53,299,282
Net assets per share (RMB) 6.01 5.74

Note: Gearing ratio = total liabilities/(total assets — current liabilities)

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

(Unless otherwise specified, the following information disclosure was based on financial
information prepared in accordance with IFRSs)

With the deep advance of the supply-side structural reform, China’s economy continued its good
momentum of steady growth with a year-on-year GDP growth of 6.8% in the first half of 2018.
The power consumption across the country recorded a year-on-year increase of 9.4%. Both the
amount of wind power curtailment and wind power curtailment rate across the country declined
and endogenous divers to economic growth have been obviously strengthened. Currently,
the international political and economic situation is complicated and ever-changing, domestic
regulatory policies on credit and environmental protection are tightened and problems such
as structural imbalance and excess capacity remain obvious. We must carefully analyze, study

Interim Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS

In July 2017, the National Energy Administration (“NEA”) released the 2017-2020 Wind Power
New Construction Plan, proposing that installed capacity of wind power to be increased by
110 GW by 2020. Wind power industry in China still has broad room for its development. In
March 2018, the NEA issued a letter soliciting opinions on Renewable Electricity Quotas and
Assessment Methods (Exposure Draft) (683 DE Z[+UebadX,yelEDE A

L), which sets out the requirements regarding the formulation and implementation of a quota
system, renewable electricity certificates and supervision and assessment. The exposure draft, if
passed and implemented, will further boost the consumption of renewable energy by alleviating
renewable power curtailments from a policy perspective and establishing a mechanism for
better consumption of renewable energy, thereby laying an institutional foundation for furthering
China’s energy production and consumption revolution. In April 2018, the NEA issued the Circular
on Interim Administrative Measures for the Development and Construction of Distributed Wind
Power Projects (£sl,e°f8i £r M#I,Y -]), which will further promote the
development of distributed wind power projects in China. In the same month, the NEA issued
the Circular on Matters Concerning Easing Burdens of Enterprises in Renewable Energy Sector
(66 A Z[Ui918 Abé&+°Y-]). The circular aims to further standardize the
administration of renewable energy sector, reduce the investment and operation burdens of
renewable energy enterprises, lower the costs of renewable energy and support the healthy
development of the real economy related to renewable energy.

In May 2018, the NEA issued the Circular on the 2018 Administrative Requirements of Wind
Power Development (& 62018 E ,e £M#b & EY -]), which explicitly requires strictly
implementing plans and early warning requirements and enforcing competitive allocation of
wind farms. From the issue date of the circular, for newly approved centralized onshore wind
power projects located in provinces (autonomous regions and municipalities directly under the
Central Government) that have not yet issued their respective wind power development plans
for 2018 and offshore wind power projects whose investors are not yet to be determined, the
allocation and determination of on-grid tariffs shall be conducted through a competitive tender
process while the original plans shall continue to apply for provinces (autonomous regions and g
municipalities directly under the Central Government) that have issued their respective wind /
power development plans for 2018 and offshore wind power projects whose investors have been
determined. From 2019 onwards, a competitive tender process should be adopted for allocation
and determination on-grid tariffs of newly approved centralized onshore wind power projects

in every province (autonomous region and municipality directly under the Central Government)
and all offshore wind power projects. The wind power industry will see a new round of tariffs
reduction and the market competition will be intensified.

o i 8 M
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Enhanced safety management, improved management standard and
achieved significant increase in wind power generation

In response to the new stage, new situation and new requirements, the Group

focused on supervision and inspection of production safety in the light of system

construction, education and training, special inspection and safety culture, aiming
at enhancing employees’ safety awareness, subdividing safety responsibilities to
specific employees and strengthen the implementation of corporate responsibility

system to ensure a stable safety environment. In addition, the Group revised its
internal rules and regulations to improve safety risk management and strengthen
the awareness of responsibility and duty performance; and advanced the adoption
of information technology for safety supervision and innovated safety management
procedures and models. Furthermore, trainings were organized for the safety officers
of each shift and team to improve the safety awareness and quality of production

personnel; spot tests were organised for safety production personnel, covering all

safety production positions; the event themed “castigating those violating regulations,

preventing occurrence of accidents” was organized on the warning day, and a variety
of special activities and emergency drills were held to enhance the safety skills and
awareness of all employees. The Group performed all-rounded production safety
checks and special inspections to uncover deep-seated issues in production safety
management through reviewing the implementation of its rules and regulations,

defining the responsibilities of each level of the production system and identifying

safety and equipment hazards, thereby facilitating management improvement.
Through standardizing its safe and civilized production practice in an orderly way, the
Group effectively improved its on-site safety, equipment management and civilized

production level. In accordance with the requirements of the Office of Work Safety

Commission of the State Council and CHN Energy, the Group held a series of “Work
Safety Month“activities themed “life first, safe development” to advocate “being

a safety guard, preventing safety risks and building safe wind power farms”. All

these helped to enhance the concept of safe development and create a safety-aware
culture.

Interim Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2018, the Group continuously improved its equipment management
capability and innovated the overhaul system for wind power equipment. It
strengthened the reliability management of equipment. Based on its analysis of the
overhaul characteristics and differences of wind power equipment, the Group defined
the contents, requirements, working procedures and standards for on-site overhaul
of wind power equipment, innovated and improved the standardized management
system on the overhaul of wind power equipment and developed a “new wind power

equipment overhaul system” to continuously improve the overhaul and management.
The Group steadily carried out the construction of intelligent wind farms, and
improved the efficiency and quality of wind farms in accordance with the principle of
insisting on innovation-driven. It implemented the “12 Measures to Strengthen the

Supervision of Wind Power Technology”, and through the comprehensive analysis
of test results and data, provided technical support for equipment management and
ensured the equipment was in good condition. It adopted drone patrols, big data
analysis and other new technologies to precisely diagnose the health conditions
of generating units and further consolidate the results of “lean maintenance”. It

enhanced the prevention and control of equipment defects, implemented accurate
diagnosis on the defects of old units and certain models and prepared targeted
modification plans, thus further improving the stability of generating units. It also set
out the Incentive Measures on Reporting Defects and Potential Problems of Units and
staff will be amply rewarded for identifying significant defects of equipment. It also

established special incentive funds for technical transformation and encouraged staff
to conduct technology reform, invention and creation.

In the first half of 2018, the Group optimised and refined the benchmarking
assessment and enhanced the benchmarking with the whole industry. It carried out
benchmarking management on different levels and categories and optimized the
special assessment mechanism on utilization hours and time loss for failure, which
improved the scientificity and accuracy in the calculation of indicators and boosted g
the improvement of the production and operation. The Group further addressed
grid curtailment through a two-pronged approach. Internally, it enhanced follow-up
supervision and performed stringent assessment on grid curtailment; and externally,
it strengthened marketing awareness and strove for greater generation load. For the
first half of 2018, the Group generated a cumulative gross electricity output of 25,830
GWh, of which electricity generated from our wind power segment amounted to
20,789 GWh, representing a year-on-year increase of 21.55%. In the first half of 2018,
the Group’s average utilization hours of the wind power segment were 1,181 hours,
representing an increase of 151 hours as compared to the corresponding period of
2017 and 38 hours higher than the average utilization hours of the industry, which
was primarily attributable to the decrease in grid curtailment rate, the increase in
wind resources and the efficiency enhancement of new generators.

o i 8 M
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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 2017 and the first half of 2018 is set out as below:

First half First half Percentage

Region of 2018 of 2017 of change
(MWh) (MWh)

Heilongjiang 1,389,088 1,197,882 15.96%
Jilin 469,610 429,457 9.35%
Liaoning 1,359,244 1,112,106 22.22%
Inner Mongolia 2,765,248 2,370,444 16.66%
Jiangsu (Onshore) 1,411,555 1,280,171 10.26%
Jiangsu (Offshore) 980,129 526,561 86.14%
Zhejiang 182,888 184,446 -0.84%
Fujian 978,926 820,546 19.30%
Hainan 60,412 63,923 -5.49%
Gansu 1,322,240 984,087 34.36%
Xinjiang 1,603,680 1,325,245 21.01%
Hebei 1,429,304 1,333,891 7.15%
Yunnan 1,220,298 1,108,354 10.10%
Anhui 876,649 786,934 11.40%
Shandong 493,945 393,985 25.37%
Tianjin 215,292 142,797 50.77%
Shanxi 1,012,854 624,135 62.28%
Ningxia 832,880 670,226 24.27%
Guizhou 682,749 743,018 -8.11%
Shaanxi 389,389 308,763 26.11%
Tibet 8,525 7,230 17.91%
Chongging 149,995 168,715 -11.10%
Shanghai 70,189 69,677 0.73%
Guangdong 72,932 57,584 26.65%
Hunan 72,237 79,916 -9.61%
Guangxi 132,613 134,103 -1.11%
Jiangxi 48,980 25,377 93.01%
Hubei 62,042 - -
Canada 145,945 153,558 -4.96%
South Africa 349,636 - -
Total 20,789,474 17,103,131 21.55%

Interim Report 2018




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 2017 and the first half of 2018 is set out as
below:

Average Average Percentage
utilisation Average utilisation Average of change
hours of wind load factor  hours of wind load factor of the average
power for the  of wind power power for  of wind power utilisation
first half for the first the first half for the first hours of
Region of 2018 half of 2018 of 2017 half of 2017 wind power
(hours) (hours)
Heilongjiang 1,125 26% 970 22% 15.98%
Jilin 947 22% 866 20% 9.35%
Liaoning 1,355 31% 1,109 26% 22.18%
Inner Mongolia 1,069 25% 917 21% 16.58%
Jiangsu (Onshore) 1,148 26% 1,063 24% 8.00%
Jiangsu (Offshore) 1,656 38% 1,096 25% 51.09%
Zhejiang 802 18% 809 19% -0.87%
Fujian 1,451 33% 1,401 32% 3.57%
Hainan 610 14% 646 15% -5.57%
Gansu 1,025 24% 763 18% 34.34%
Xinjiang 1,040 24% 860 20% 20.93%
Hebei 1,222 28% 1,140 26% 7.19%
Yunnan 1,586 37% 1,647 38% -3.70%
Anhui 1,196 28% 1,149 26% 4.09% |
Shandong 1,332 31% 1,161 27% 14.73%
Tianjin 1,212 28% 1,082 25% 12.01%
Shanxi 1,221 28% 911 21% 34.03%
Ningxia 1,149 26% 949 22% 21.07%
Guizhou 1,064 25% 1,185 27% -10.21% 3
Shaanxi 1,076 25% 962 22% 11.85% ,
Tibet 1,137 26% 964 22% 17.95%
Chonggqing 1,000 23% 1,129 26% -11.43%
Shanghai 1,478 34% 1,467 34% 0.75% E\
Guangdong 1,115 26% 1,147 26% -2.79% s
Hunan 1,505 35% 1,665 38% -9.61%
Guangxi 1,389 32% 1,404 32% -1.07%
Jiangxi 1,224 28% 1,475 34% -17.02%
Hubei 1,293 30% - - -
Canada 1,473 34% 1,550 36% -4.97%
South Africa 1,430 33% - - -
Total 1,181 27% 1,030 24% 14.66%

China Longyuan Power Group Corporation Limited 14
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MANAGEMENT DISCUSSION AND ANALYSIS

In the first half of 2018, the consolidated gross power generation from coal

power segment of the Group was 4,793 GWh, representing a decrease of 9.96%

as compared with 5,323 GWh in the corresponding period of 2017. The average
utilisation hours of the Group’s coal power segment in the first half of 2018 was 2,556

hours, representing a decrease of 283 hours as compared with 2,839 hours in the
corresponding period of 2017. This was mainly due to the increase in the electricity
outside the province and additional capacity of local generating units.

Strengthened strategic leadership and emphasized quality and efficiency,
thus constantly optimizing the layout of wind power

The Group achieved a development pattern of “nationwide expansion and provincial
dispersion” by innovating its development concepts and implementing optimised
layout for the first half of 2018. It launched wind power projects in 31 provinces and
regions across the country, thereby completing a coverage of the whole country
(excluding Hong Kong, Macau and Taiwan). Moreover, the Group strengthened
strategic leadership and kept in mind the big picture including the planning and
construction progress of power grid across the country and regional grid curtailments
rather than limiting on the construction conditions of the project, so as to steadily
develop high-quality resources. It enhanced the establishment of the preliminary work
system, improved the quality of feasibility study reports, built a professional database,
summarized the preliminary development system of wind power and a sound and
standard development process, thereby initially establishing a full set of preliminary
work system with the Company’s characteristics which was domestically leading and
sound. The quality and depth of preliminary work have been improved to constantly
optimize the preliminary work. In addition, the Group actively responded to national
policies, spared no efforts to conduct research and deployment on the distributed
projects, carried out forest and land seizures and mapping survey ahead of schedule
and conducted accurate control on various risk points, thereby ensuring that the
project is able to start construction after being approved.

The Group expanded the proportion of projects located in the regions which boast
low-speed wind and are not subject to grid curtailment so as to constantly optimize
the layout of wind power for the first half of 2018. 9 projects of the Group with an

aggregate capacity of 490 MW, all of which are located in the regions not subject to
grid curtailment, are listed under the Wind Power Development Plans issued by the
Energy Administration of each province in 2018. In the first half of 2018, the Group
was newly approved wind power projects of 330 MW. As at 30 June 2018, the Group
had wind power projects of 7.48 GW approved but not yet put into operation.

Interim Report 2018



MANAGEMENT DISCUSSION AND ANALYSIS

Strict quality management, strengthened management and control over
environmental protection and roll out high-quality and competitive
projects at full stretch

In the first half of 2018, the Group upheld the general business guidelines of “making

progress and optimisation in a steady way” in handling the construction of wind

power projects. Project construction was carried out under safe environment without

any construction or equipment-related safety accident. The problems identified
were timely coordinated and addressed through scientifically optimised design,

strengthened supervision and strict supervision on the manufacturing of equipment,

thereby effectively reducing potential quality problems and ensuring project quality.

Through regularly conducting overall analysis on cost, review on changes, project
payments and the maximum price limit and other in-process controls, the Group
effectively curbed project changes and strictly controlled the project cost. The Group
reinforced management and control over environment risks of projects, strictly

implemented measures on environmental and water protection in the course of

construction, built ecological wind farms across the country and achieved green and
sustainable development.

In June 2018, the wind power project of Shandong Longyuan with an installed
capacity of 98.2 MW in Yushan and Qingyun Towns, Linshu County, the wind power
project of Guangxi Longyuan with an installed capacity of 48 MW in Liujing Town,
Heng County and the wind power project with an installed capacity of 47.5 MW
in Beibao Town, Chongming County, Shanghai of the Group obtained the “China
Power Quality Engineering Award”, the highest project quality prize in the power
construction industry in China. The Company has earned this award the most times
amongst new energy companies in 2018.

As at 30 June 2018, the consolidated installed capacity of the Group was 20,520/
MW, among which, the consolidated installed capacity of the wind power, coal power
and other renewable energy segments were 18,395 MW, 1,875 MW and 250 MW,
respectively.

o i 8 M
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MANAGEMENT DISCUSSION AND ANALYSIS

Geographical breakdown of the consolidated installed capacity of the Group’s wind
farms as at 30 June 2017 and 30 June 2018 is set out as below:

As of As of Percentage
Region 30 June 2018 30 June 2017 of change

(MW) (MW)
Heilongjiang 1,234.7 1,234.7 0.00%
Jilin 547.4 547.4 0.00%
Liaoning 1,003.2 1,003.2 0.00%
Inner Mongolia 2,635.8 2,635.8 0.00%
Jiangsu (onshore) 1,248.5 1,248.5 0.00%
Jiangsu (offshore) 980.3 480.3 104.10%
Zhejiang 227.9 227.9 0.00%
Fujian 717.1 665.1 7.82%
Hainan 99.0 99.0 0.00%
Gansu 1,289.8 1,289.8 0.00%
Xinjiang 1,541.3 1,541.3 0.00%
Hebei 1,170.1 1,170.1 0.00%
Yunnan 769.5 769.5 0.00%
Anhui 733.1 733.1 0.00%
Shandong 393.4 393.4 0.00%
Tianjin 194.0 132.0 46.97%
Shanxi 829.5 829.5 0.00%
Ningxia 724.7 724.7 0.00%
Guizhou 641.5 641.5 0.00%
Shaanxi 439.2 439.2 0.00%
Tibet 7.5 7.5 0.00%
Chongging 209.5 149.5 40.13%
Shanghai 47.5 47.5 0.00%
Guangdong 75.74 75.74 0.00%
Hunan 48.0 48.0 0.00%
Guangxi 95.5 95.5 0.00%
Jiangxi 100.0 40.0 150.00%
Hubei 48.0 48.0 0.00%
Canada 99.1 99.1 0.00%
South Africa 244.5 - -
Total 18,395.34 17,416.84 5.62%
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MANAGEMENT DISCUSSION AND ANALYSIS

Innovated marketing strategies, guaranteed supply and control of price
scientifically and increased operating results steadily

In the first half of 2018, the average on-grid tariffs for overall power generation
segments of the Group amounted to RMB455 per MWh (value-added tax (“VAT”)
exclusive), representing a decrease of RMB1 per MWh as compared with RMB456
per MWh (VAT exclusive) in the corresponding period of 2017. The average on-grid
tariffs for wind power amounted to RMB478 per MWh (VAT exclusive), representing
a decrease of RMB8 per MWh as compared with RMB486 per MWh (VAT exclusive)
in the corresponding period of 2017, which was due to: 1) the increase in the sales
volume of wind power in the regions with lower tariffs brought by the improvement
of grid curtailment as compared with the corresponding period of 2017; and 2) the
increase in electricity sales in the regions with wind power trading as compared
with the corresponding period of 2017. The average on-grid tariffs for coal power
amounted to RMB336 per MWh (VAT exclusive), representing a decrease of RMB2
per MWh as compared with the average on-grid tariffs for coal power of RMB338
per MWh (VAT exclusive) in the corresponding period of 2017, which was mainly due
to the higher proportion of direct power supply and the upward adjustments to the
benchmark tariff of electricity generated by desulphurization coal power generating
units.

Innovated management mode, strictly controlled the risk of capital and
maintained the leading advantage of capital cost

In the first half of 2018, in the face of the external financial environment with
“deleveraging and strengthening regulation”, the Group vigorously expanded
financing channels, continued to innovate its fund management model and
effectively controlled the capital cost. The financing channels have been consistently
expanded, and the third green energy financing summit was successfully held, which /
strengthened the relationship with major partners in the financial market and obtained
more credit granted from financial institutions. The Group continued to deepen
financing innovation and promoted innovative products such as recycling factoring,
asset securitization and supply chain finance, revitalized receivable new energy
subsidies and optimized liquidity indicators. It also improved refined capital operation
and achieved the management and control of large-capital income and expenditure
plans to full coverage at home and abroad to seek the time value of capitals. The
Group strengthened the management and control of capital risks and expanded the
proportion of long-term financing to ensure the safety of the capital chain.

o i 8 M
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MANAGEMENT DISCUSSION AND ANALYSIS

Implemented innovation-driven, strengthened transformation of
results and continuously improved capability supporting the scientific
development

In the first half of 2018, the Company continued to promote scientific and
technological innovation in line with the new requirements of the CHN Energy on
scientific and technological innovation under new circumstances. Based on the
development needs of the Company and following the principle of scientific research
serving for production, it focused on project quality. 6 independent innovation science
and technology projects have been approved by the CHN Energy, the most over the
years. Meanwhile, various scientific and technological achievements were made in
the first half of 2018. As of the end of June 2018, the Group was newly granted 1
invention patent and 18 utility model patents. The “Guidelines on Vibration Evaluation
of Wind Turbine” and the “Post-evaluation Procedures for Photovoltaic Power Station
Equipment”, two standards on the energy industry prepared by the Group, were
approved by the NEA for implementation. So far, the Group have undertaken the
preparation of 42 national and industry standards.

In the first half of 2018, 10 scientific and technological achievements of the Group
were awarded by the CHN Energy, and the Group was awarded the Company of
Science and Technology Innovation. 4 persons were awarded advanced individuals
in technological innovation. Various science and technology projects have obtained
industrial recognitions, and 3 projects were awarded prizes for scientific and
technological progress awards in the industry, of which the study on key technology
in digitalized wind farms and engineering demonstration results has been certified by

Interim Report 2018



Profit or loss and other comprehensive income

MANAGEMENT DISCUSSION AND ANALYSIS

Enhanced management and control over investment risk, steadily
expanded overseas markets, continuously improved competitiveness of
the Company in the international market

In the first half of 2018, the Group thoroughly implemented the relevant requirements
of the State-owned Assets Supervision and Administration Commission of the State
Council on risk prevention and control and steadily carried out overseas business
in accordance with the arrangement of the CHN Energy. The Group strengthened
project risk assessment and actively expanded the wind power market in countries in
Central and Eastern Europe, Central Asia and the America under the “Belt and Road”

initiatives.

In the first half of 2018, the Dufferin Wind Farm in Canada recorded a total power
generation of 145,945 MWh. As at 30 June 2018, it has maintained safe production
for 1,307 consecutive days. The new project development in Alberta was under
full advancement, and the submission of documentation on the tender qualification
review of Alberta was completed. The land lease, wind measurement, access system
application and environmental investigation for the new project were carried out in
an orderly manner and progressed smoothly. The safety situation of the 244.5 MW
project in De Aar, South Africa was good, with 181 days of safe operation; production,
operation and other indicators were good. It recorded a total power generation of
349,636 MWh in the first half of 2018. In terms of safety, health and environmental
protection, the indicators met the requirements of the South African government and
the Company operated smoothly.

RESULTS OF OPERATIONS AND ANALYSIS THEREOF

In the first half of 2018, the net profit of the Group amounted to RMB3,603 million,

representing an increase of 26.4% as compared to RMB2,851 million in the corresponding
period of 2017. Net profit attributable to equity holders of the Company amounted to
RMB3,193 million, representing an increase of 28.0% as compared to RMB2,495 million
in the corresponding period of 2017. Earnings per share amounted to RMB38.23 cents,
representing an increase of RMB8.18 cents as compared to RMB30.05 cents in the
corresponding period of 2017.

China Longyuan Power Group Corporation Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating revenue

Operating revenue of the Group amounted to RMB13,363 million in the first half of 2018,
representing an increase of 8.5% as compared to RMB12,315 million in the corresponding
period of 2017. The increase in operating revenue was primarily due to: 1) an increase of
RMB1,679 million, or 21.3%, in electricity sales and other revenue of wind power segment
to RMB9,580 million in the first half of 2018 as compared to RMB7,901 million in the
corresponding period of 2017, which was primarily due to the increase of electricity sales
volume of wind power segment; 2) a decrease of RMB21 million, or 77.8%, in service
concession construction revenue of wind power segment to RMB6 million in the first half
of 2018 as compared to RMB27 million in the corresponding period of 2017, which was
primarily attributable to the decrease in the construction volume of service concession
projects under construction; 3) a decrease of RMB451 million, or 22.5%, in revenue from
coal sales of coal power segment to RMB1,551 million in the first half of 2018 as compared
to RMB2,002 million in the corresponding period of 2017, which was primarily attributable
to the decrease in coal sales and the slight increase of coal price; and 4) a decrease
of RMB174 million, or 10.4%, in revenue from electricity sales of coal power segment
to RMB1,498 million in the first half of 2018 as compared to RMB1,672 million in the
corresponding period of 2017, which was primarily attributable to the decrease in electricity
sales volume of coal power segment.
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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
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MANAGEMENT DISCUSSION AND ANALYSIS

Other net income

Other net income of the Group amounted to RMB443 million in the first half of 2018,

representing an increase of 53.3% as compared with RMB289 million in the corresponding
period of 2017, mainly due to the increase of RMB113 million in VAT refund as a result of
the increase in revenue of electricity sales of wind power segment as compared with the

corresponding period of 2017.

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):
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating expenses

Operating expenses of the Group amounted to RMB7,882 million in the first half of 2018,
representing an increase of 0.5% as compared to RMB7,840 million in the corresponding
period of 2017, primarily due to the increase in the depreciation and amortisation expenses
in the wind power segment; the decrease in the coal sales cost in the coal power segment
and the increase in administrative expenses, personnel costs and other operating expenses.

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

(RMB million)
216 (2.7%)
8,000
. 4147 (1.9%) - —— 343 (4.4%)
T 241 (3.1%) ——182(2.3%)
94 (1.9%) — 254 (3.2%)
7,000 70 ——84 (1.1%)
658 (8.4%) 255 (0.6%
—27(0.3%) (9.6%)
—6(0.1%)
6,000
1,507 (19.1%)
1,955 (24.9%)
5,000
——1,200 (15.2%)
4,000 — —1,197 (15.3%)
3,000 |
2,000
—— 3,305 (42.2%) —— 3,549 (45.0%)
1,000 , !
0
2017 2018

o 8 M

Depreciation and

L Mat erial costs
amor tisation expenses

Repair and maint enance

Coal consumption costs
expenses

. Coal sales costs Administr ativ e expenses

Service concession .

constr uction costs Other oper ating expenses

e

. Personnel costs

China Longyuan Power Group Corporation Limited 21




22

Depreciation and amortisation expenses

Depreciation and amortisation expenses
of the Group amounted to RMB3,549
million in the first half of 2018,
representing an increase of 7.4% as
compared to RMB3,305 million in the
corresponding period of 2017, primarily
due to the increase of RMB225 million
or 7.4% in depreciation and amortisation
expenses of the wind power segment
over the corresponding period of 2017
as a result of expansion in the installed
capacity of wind power projects.

Coal consumption costs

Coal consumption costs of the Group
amounted to RMB1,200 million in
the first half of 2018, representing
an increase of 0.3% as compared to
RMB1,197 million in the corresponding
period of 2017, which were mainly due
to: 1) an increase of approximately 8.5%
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 2018; and 2) a decrease
of approximately 7.6% in the coal
consumption as a result of the decrease
in power generation.

Interim Report 2018

MANAGEMENT DISCUSSION AND ANALYSIS

Depreciation and amortisation expenses
are set out in the diagram below (for the
six months ended 30 June):
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Coal consumption 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 RMB755 million in the first half of
2018, representing an increase of 14.7%
as compared to RMB658 million in the
corresponding period of 2017, which
was mainly due to: 1) an increase in
headcounts as a result of the Group’s
expansion; 2) the fact that a portion of
the personnel costs were expensed
instead of being capitalised as more
projects commenced operation; and 3)
the fact that the order of payoff was
adjusted during the period with a higher
proportion to be paid in the first half of
2018.

Material costs

Material costs of the Group amounted
to RMB84 million in the first half of
2018, representing a decrease of 10.6%
as compared to RMB94 million in the
corresponding period of 2017, which
was primarily due to a decrease of RMB8
million in material costs as a result of
the overhaul of Guodian Youyi Biomass
Power Co., Ltd. (7e % [J/iebP"

®!) in May 2018.
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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 RMB254 million
in the first half of 2018, representing
an increase of 5.4% as compared to
RMB241 million in the corresponding
period of 2017, which was mainly due to
an increase in the repair and maintenance
expenses as a result of the extended
maintenance period led by more units
under overhauls in the coal power
segment.

Administrative expenses

Administrative expenses of the Group
amounted to RMB182 million in the first
half of 2018, representing an increase of
23.8% as compared to RMB147 million
in the corresponding period of 2017,
which was primarily due to the increase
in administrative expenses such as the
lease fees, travelling expenses, project
consultation fees and office allowance
as a result of the business growth of the
Group.

Repair and maintenance expenses are

set out in the diagram below (for the six
months ended 30 June):
(RMB million)
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Administrative expenses are set out in
the diagram below (for the six months
ended 30 June):
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MANAGEMENT DISCUSSION AND ANALYSIS

Other operating expenses

Other operating expenses of the Group
amounted to RMB343 million in the first
half of 2018, representing an increase of
58.8% as compared to RMB216 million in
the corresponding period of 2017, which
were mainly due to: 1) the increase in
the equipment property insurances in the
first half of 2018; 2) an increase in taxes
as a result of the increased revenue
from power generation business; and 3)
an increase in the total contract costs
arising from the provision of Engineering
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MANAGEMENT DISCUSSION AND ANALYSIS

Operating profit

In the first half of 2018, the operating
profit of the Group amounted to
RMB5,924 million, representing an
increase of 24.4% as compared to
RMB4,763 million in the corresponding
period of 2017. The main reasons are
as follows: 1) the operating profit of
the wind power segment amounted to

RMB5,778 million in the first half of 2018,

representing an increase of RMB1,331
million, or 29.9% from RMB4,447

million in the corresponding period of
2017. This was mainly attributable to
the increase in electricity sales of the
wind power segment which leads to

higher revenue and operating profits; 2)
the operating profit of the coal power
segment amounted to RMB217 million

in the first half of 2018, representing a
decrease of RMB124 million, or 36.4%
as compared to RMB341 million in the
corresponding period of 2017, which was
primarily attributable to the decrease in
sales revenue and operating profits of
the coal power segment as compared
to that of the corresponding period of
2017 as a result of declining coal power
sales and rising fuel prices; and 3) the
operating profit of other segments

amounted to RMB-23 million in the first

half of 2018, representing a decrease of
72 million, or 146.9% as compared to the
corresponding period of 2017.

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

Net finance expenses of the Group
amounted to RMB1,622 million in the first
half of 2018, representing an increase
of 8.4% as compared to RMB1,496
million in the corresponding period of
2017. The main reasons are as follows:
1) the interest expenses increased in
the first half of 2018 as compared to the
corresponding period in 2017 as a result
of the increase in the interest rate and
factoring expenses; 2) interest income
generated from financial assets increased
in the first half of 2018 as compared to
the corresponding period in 2017; and 3)
the Group’s net foreign exchange gain
decreased in the first half of 2018 as
compared to the corresponding period in
2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Net finance expenses are 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
RMB769 million in the first half of 2018,

representing an increase of 38.6% as
compared to RMB555 million in the
corresponding period of 2017, which
was mainly due to the enhancement of
profitability of the wind power segment

in the first half of 2018 and the higher
tax rate as compared to that in the
corresponding period of 2017 as a result
of the end of tax holiday for certain wind
power projects.

Net profit

In the first half of 2018, the net profit
of the Group amounted to RMB3,603
million, representing an increase of
26.4% as compared to RMB2,851 million
in the corresponding period of 2017,
mainly attributable to the year-on-year
increase in the net profit of the wind
power segment and the year-on-year
decrease in the net profit of the coal
power and other segments.

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

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

below (for the six months ended 30
In the first half of 2018, net profit June):

attributable to equity holders of the
Company amounted to RMB3,193 million,
representing an increase of 28.0% as
compared to RMB2,495 million in the
corresponding period of 2017, mainly
attributable to the increase in net profit
from the wind power segment, most /
equity interests of which were held by 2,000
equity holders of the Company.
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