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Corporate Governance Report

Brief Introduction to the
Corporate Governance
Code of CGN Power

The Company strives to maintain a high level of
corporate governance to ensure the realisation of
the Company’s strategy, to protect the interests
of shareholders and to enhance enterprise value.
The Company has complied with the Corporate
Governance Code and Corporate Governance Report
contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange of
Hong Kong Limited (hereinafter referred to as the
“Listing Rules”) (hereinafter referred to as the
“Hong Kong Stock Exchange Code”). The Hong
Kong Stock Exchange Code sets out the principles
of good corporate governance and two levels of
recommendations:

e With respect to code provisions: companies
shall duly comply with, and give reasonable
explanations for any deviations from, the code
provisions; and

e With respect to recommended best
practices: for guidance only and companies
are encouraged to comply with, and give
explanations for any deviations from the
recommended best practices.

The Board approved the Corporate Governance Code
of CGN Power Co., Ltd. (First Edition) (hereinafter
referred to as the “Corporate Governance Code
of the Company”) on November 18, 2014. The
Corporate Governance Code of the Company
covers the basic requirements of the Hong Kong
Stock Exchange Code and in many aspects exceeds
the standards of its recommended best practices.
During this year, the Company had complied with
all code provisions contained in the Hong Kong
Stock Exchange Code. Moreover, only one of the
recommended best practices (namely, a listed
company should announce and release reports
on quarterly results) had not been adopted by the
Company. However, we released the company's
quarterly on-grid power generation and published
quarterly brief reports on operation of the Company
since 2016. During the end of each quarter,
we publish quarterly financial statement for the
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domestic market according to the requirement of
the local debt securities market. At the same time,
we also publish overseas regulation announcement
on the website of the Stock Exchange to disclose the
quarterly financial position on the basis of the PRC
accounting rules, and to appropriately indicate the
differences from that by the International Accounting
Standards. Through reporting and delivering
sufficient information and data to shareholders, we
endeavor to reduce costs and enhance efficiency
for the benefits of shareholders. We will review the
above considerations and practices should we receive
any suggestions and feedback from our shareholders.
We will continue to deliver reports to shareholders in
a comprehensive and timely manner through various
channels, such as all kinds of periodic reports and
the Company website.

The Corporate Governance Code of the Company is
not only in compliance with all code provisions of the
Hong Kong Stock Exchange Code but exceeds the
recommended best practices in the Hong Kong Stock
Exchange Code. In 2015, we selected various H-share
listed companies as our peer benchmark companies.
We conducted the comparison and self-assessment
on the corporate governance among aspects such
as shareholder relations, the operation of the
Board, the operation of the Supervisory Committee,
management and staff, internal control and risk
management, corporate governance procedures
and information disclosure management. Though
setting this benchmark and assessment, we consider
that the Company upholds a good level for the
overall corporate governance and they are shown as
follows:

e We have formulated the corporate governance
code, which was adopted by the Board after
discussion and taking into consideration of the
internal and external parties relating to our
corporate governance to define our corporate
governance framework. The Corporate
Governance Code of the Company emphasizes
on the effectiveness of corporate governance.

e Qur procedures for convening general meetings
(such as the notice period for convening a
general meeting) are subject to the stricter
requirements of the PRC laws and regulations.



We have entered into service contracts with
our Directors as well as our Supervisors, which
define their respective rights, obligations
and responsibilities, particularly the duties
of independent non-executive Directors and
executive Director.

The coverage of the Directors’ liabilities
insurance we have purchased has been
extended to all our subsidiaries, including major
affiliated companies. The maximum indemnity
of the insurance policy for the first renewal in
2015 has a significant increase compared to the
last indemnity.

The Company shall disclose in its annual reports
the compliance by its controlling shareholder
of its undertakings under the non-competition
deed.

The Company has formulated its Code for
Securities Transactions by Directors and
Specific Persons on terms no less strict than
the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code™)
contained in Appendix 10 to the Listing Rules
and its coverage is extended to other “specific
persons”, including our Supervisors and senior
management.

Pursuant to our Code for Securities Transactions
by Directors and Specific Persons, our Directors
and specific persons shall notify the Company
in writing in a timely manner and follow strict
approval procedures before they deal in the
securities of the Company. In addition to
disclosing Directors’ interests and confirming
their compliance with such code, we also
disclose the interests of our Supervisors and
Chief Executive Officer in our securities and
their confirmation of compliance with such
code.

According to the features of the industry, we
have established the Nuclear Safety Committee
under the Board of Directors, which enables
us to enhance the effort on nuclear safety and
management for the Company.

The Nomination Committee of the Board has
established the board diversity policy with
indicators, set up the standards of the board
composition and the quantified indicators for
Directors’ performance.

We set up early schedules for the board
meetings, specialized committee meetings,
supervisory meetings, trainings for supervisors
and inspection planning throughout the year.

We have reported the information on operation
and production of the Company to the Board
in a timely manner. For example, we report
the operation and management situation of
the Company during each board meeting
on a regular basis, the content includes
the attainment of the Company’s business
indicators, safety and quality performance,
business and operation, in order to enable
the Directors to have a full acknowledgement
on the operation and safety aspects of the
Company.

We have established various channels to ensure
relevant requirements from the Board to be
timely delivered and implemented. For example,
we distribute the documents regarding the
resolutions and after-meeting implementation
lists of the board meeting within one working
day after the conclusion thereof, and complete
and despatch the board minutes to Directors
for approval within ten working days. We
will follow up the implementation of actions
from the board meeting, and the status of the
implementation of such items will be reported
to the Board at the next board meeting.
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e We regularly convene a Supervisory Committee
meeting after each board meeting, in order to
let the Supervisory Committee monitors and
expresses opinion on the matters reviewed by
the Board, and to timely deliver opinions to the
Board.

e  We have adopted International Standards -
International Integrated Reporting Council (IIRC)
(Integrated Reporting Approach) to prepare for
the 2014 Annual Report, whereas we are the
first Mainland enterprise using this reporting
approach. Such reporting approach can
provide shareholders” with more non-financial
information.

e We have prepared and reported to the
management on our quarterly connected
transactions, and have annually prepared
and reported to the management on our
annual connected transactions. Letter from
independent directors will be signed by
independent non-executive directors on the
approved connected transactions authorized by
the Board.

We will add financial and industrial information to
the monthly information provided to the Board since
2016, so as to enable the Directors to capture the
existing condition of the Company and the industry.
We will further strengthen our communication with
the shareholders by actively and timely deliver the
Company information to the them.
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Supervisory
Committee

Corporate Governance
Framework

The corporate governance framework of CGN
Power is designed to safeguard the interests of
shareholders and it involves all the key participants in
the corporate governance practices of the Company,
reflecting the ways in which they relate to each
other and their roles and functions in corporate
governance.

Our internal governance structure comprises
mainly our shareholders, the Board and the
Board Committees, Supervisory Committee, our
internal auditors and our management and staff.
External auditors conduct independent review and
assessment on the governance of the Company
which help us continuously optimize our internal
governance. Meanwhile, the interactions between
the Company and other business-related parties,
including customers, partners, social environment
and regulators, also reflect the effectiveness of our
corporate governance. We are fully aware of our
significant corporate and social responsibilities as a
public company and we need to constantly follow
the best corporate governance practices.

The Corporate Governance Code of the Company
is formulated based on the above corporate
governance framework and describes how we
ensure our corporate governance standards can
meet the expectations of our shareholders and other
stakeholders through a series of systems, procedures
and measures.

_—— )
Other business-
related
parties



Overview of Regulatory
Documents on Governance
and Key Rules and
Regulations

On March 24, 2014, the articles of association of
CGN Power Co., Ltd. (hereinafter referred to as the
“Articles of Association”) were approved at the
inaugural meeting and the first general meeting of
the Company. On March 25, 2014, the Company
was formally incorporated and, pursuant to the
Articles of Association, the Company approved
and passed a series of documents with regard to
corporate governance, including Procedural Rules of
General Meeting of CGN Power Co., Ltd.. Based on
this situation, on March 18, 2015, the Board of the
Company approved to establish the Nuclear Safety
Committee of the Board and set up the Terms of
Reference for the Nuclear Safety Committee of the
Board. In addition, although the amendments of
the risk management and internal control under the
Stock Exchange Code are effective for an accounting
period that begins on or after January 1, 2016, the
Company has re-conducted a review on the functions
and responsibilities for the Audit Committee
according to the above revised requirements in 2015
and approved the amendments to the Terms of
Reference for the Audit Committee of CGN Power
Co., Ltd. by the tenth meeting of the first session of
the Board on November 5, 2015. The amendments
indicate the functions and responsibilities on
reviewing risk management and internal control by
the Audit Committee, and supplement and refine
the content of risk management section. The general
meeting, the Board and the specialized committees,
the Supervisory Committee operate independently
and effectively in accordance with the Articles of
Association and their respective procedural rules.

As of the end of 2015, our regulatory documents on
governance and key rules and regulations include:

° Articles of Association of CGN Power Co., Ltd.*

e Procedural Rules of General Meeting of CGN
Power Co., Ltd.*

° Procedural Rules of Board of Directors of CGN
Power Co., Ltd.* (the “Procedural Rules of
Board of Directors”)

e Procedural Rules of Supervisory Committee of
CGN Power Co., Ltd. (the “Procedural Rules
of Supervisory Committee”)

Provisions on the Corporate Governance
Authorization of CGN Power Co., Ltd. (the
“Provisions on the Corporate Governance
Authorization”)

Terms of Reference for the Audit Committee of
CGN Power Co., Ltd.*

Terms of Reference for the Remuneration
Committee of CGN Power Co., Ltd.*

Terms of Reference for the Nomination
Committee of CGN Power Co., Ltd.*

Terms of Reference for the Nuclear Safety
Committee of CGN Power Co., Ltd.*

Board Diversity Policy of CGN Power Co., Ltd.*

Management Rules on Information Disclosure
of CGN Power Co., Ltd.

Management Measures on Inside Information
and Insiders of CGN Power Co., Ltd.

Management Rules on Investor Relations of
CGN Power Co., Ltd.

Management Rules on Connected Transactions
of CGN Power Co., Ltd.

Management Rules on Comprehensive Risk
Management of CGN Power Co., Ltd.

Management Rules on Internal Auditing of
CGN Power Co., Ltd.

Disclosed at the website of the Hong Kong Stock Exchange
or the website of the Company.
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Major amendments to the Articles of Association

On June 12, 2015, amendments to the Articles of Association have been passed on the AGM of the
Company, which are mainly related to the following aspects:

Article Number

Content Before Amendments

Content After Amendments

Article 17

The Company, with the approval of China
Securities Regulatory Commission dated 3
November 2014, issued to Foreign Investors
9,707,500,000 Overseas-Listed Foreign-Invested
Shares (out of these, 8,825,000,000 shares
were newly issued shares of the Company. The
promoters transferred 882,500,000 shares of the
Company they held to the National Council for
Social Security Fund, which were converted into
Overseas-Listed Foreign-Invested Shares), which
were listed on the Hong Kong Stock Exchange on
10 December, 2014,

The Company, with the approval of China
Securities Regulatory Commission dated 3
November 2014, issued to Foreign Investors
11,163,625,000 Overseas-Listed Foreign-
Invested Shares (out of these, 10,148,750,000
shares were newly issued shares of the
Company. The promoters transferred
1,014,875,000 shares of the Company they
held to the National Council for Social Security
Fund, which were converted into Overseas-
Listed Foreign-Invested Shares), which were
listed on the Hong Kong Stock Exchange on
10 December 2014,

The existing structure of the Company’s share
capital is as follows: all shares are ordinary shares
with 44,125,000,000 shares in total, out of these,
29,289,292,000 shares representing 66.38%
of the total number of issued ordinary shares of
the Company are held by the promoter, China
Guangdong Nuclear Power Group Co., Ltd;
3,441,750,000 shares representing 7.80% of
the total number of issued ordinary shares of
the Company are held by Guangdong Hengjian
Investment Holding Co., Ltd.; 1,686,458,000
shares representing 3.82% of the total number
of issued ordinary shares of the Company are
held by China National Nuclear Corporation;
9,707,500,000 shares representing 22.00% of
the total number of issued ordinary shares of the
Company are held by holders of Overseas-Listed
Foreign Shares.

The existing structure of the Company's
share capital is as follows: all shares are
ordinary shares with 45,448,750,000 shares
in total, out of these, 29,176,641,375
shares representing 64.20% of the total
number of issued ordinary shares of the
Company are held by the promoter, China
Guangdong Nuclear Power Group Co., Ltd.;
3,428,512,500 shares representing 7.54%
of the total number of issued ordinary shares
of the Company are held by Guangdong
Hengjian Investment Holding Co., Ltd.;
1,679,971,125 shares representing 3.70%
of the total number of issued ordinary shares
of the Company are held by China National
Nuclear Corporation; 11,163,625,000 shares
representing 24.56% of the total number of
issued ordinary shares of the Company are
held by holders of Overseas-Listed Foreign
Shares.

Article 20

The registered capital of the Company is RMB35.3
billion.

The registered capital of the Company is
RMB45,448,750,000.

Article 122

The Company shall have a supervisory committee.
The supervisory committee shall compose of
three supervisors, including one employee
representative supervisor.

The Company shall have a supervisory
committee. The supervisory committee shall
compose of five supervisors, including two
employee representative supervisor.
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Compliance with Domestic
Regulatory Requirements

The Corporate Governance Code of the Company
and the actual governance practice of the Company
were in compliance with the PRC laws and
regulations, the relevant regulatory requirements
of the China’s Securities Regulatory Commission
("CSRC") and the Hong Kong Stock Exchange and
the Company will revise and update on a continuous
basis as required by the laws and regulations and
regulatory requirements in the future. As of the
end of 2015, none of the Company, the Directors,
Supervisors or senior management was subject to
any administrative punishment, notice of criticism or
blame.

Relationship with
Controlling Shareholder

Independence from Controlling
Shareholder

The Company has an independent and complete
business system and is able to operate independently.
We are independent from our controlling
shareholder in respect of our business, employees,
assets, institutions and finance.

Among nine Directors of the Company, only three
non-executive Directors hold positions in CGNPC. In
2015, except Mr. Shu Guogang, our Vice President,
acting as the general manager in the China Nuclear
Power Engineering Co., Ltd. (“CGN Engineering”),
one of the custodian target companies, none of the
senior management holds positions in CGNPC.

While maintaining our independent and complete
business system and independent operating
ability, we will continue to regulate our connected
transactions and decrease potential competition
to maximize shareholders’ interests. For example,
during the resolution on the consideration of the
renewal of Financial Services Framework Agreement
on the seventh meeting of the first session of
the Board, due to the constitution of connected
transaction between the Company and the

controlling shareholders, CGNPC, as a result of such
agreement, our Directors Zhang Shanming, Zhang
Weiging and Shi Bing (as the representative directors
of the controlling shareholder) abstained from voting
on this resolution.

Particulars of Horizontal
Competition

We entered into a custodian management
framework agreement with CGNPC on April 28,
2014, pursuant to which the Group will provide
certain custodian services and exercise rights or
powers over the custodian target companies which
currently remain within the CGNPC, including
Guangxi Fangchenggang Nuclear Power Co., Ltd. (&
ARk B = E AR A F]), CGN Lufeng Nuclear Power
Co., Ltd. (FEZEZZEAFRAF]), Xianning
Nuclear Power Co., Ltd. (FZZE B A7), Hubei
Nuclear Power Co., Ltd. (#31tiZEHRAF]), CGN
Engineering, on behalf of CGNPC. We entered into
supplementary agreements with CGNPC twice in
2015.

1. On April 5, 2015, we entered into the
Agreement Supplemental to the Entrusted
Management Framework Agreement with
CGNPC, pursuant to which CGN Huizhou
Nuclear Power Co., Ltd. (FEZEMIXE
22 a]) (“Huizhou Nuclear Power”) was
included under the scope of the entrustment.
Huizhou Nuclear Power was included as a
project company under the retained business
of CGNPC before our listing. Based on the
project progress, we accept to manage Huizhou
Nuclear Power according to the Entrusted
Management Framework Agreement.

CGN Power Co., Ltd. 2015 Annual Report
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2. On October 29, 2015, we entered into the
Agreement Supplemental to the Entrusted
Management Framework Agreement Il with
CGNPC, pursuant to which CGN Cangnan
Nuclear Power Co., Ltd. (FEZEMIXE
[R/27]) (“Cangnan Nuclear Power”) and
CGN Ocean Power Co., Ltd. (P EZ /8 ¥
JRAEMRAR]). One of the entrusted target
companies CGN Engineering was responsible
for the preliminary work of Cangnan Nuclear
Power. Based on the project progress, we (as
the entrusted management) suggested CGNPC
to establish a project company and to let the
Group provide entrusted management advice
to the project company. CGNPC has agreed the
Group’s suggestion and established Cangnan
Nuclear Power. Marine energy is one of the
important direction for the future nuclear power
development. By considering the preliminary
stage of the project, the Group suggested
CGNPC to establish a project company and to
let the Group provide entrusted management
advice to the project company. CGNPC has
agreed the Group's suggestion and established
CGN Marine Energy Co., Ltd..

In order to limit potential competition between
CGNPC and its subsidiaries (our Company excluded,
and CGNPC's associates included for purposes of
the connected transactions) (“CGN Group”) and
the Group, we and CGNPC have entered into a non-
competition deed prior to the Listing, pursuant to
which CGNPC has given certain non-competition
undertakings to the Company (for itself and for the
benefits of other members of the Group), to the
effect that it would not, and it would procure that
its associates and connected persons (other than
any members of the Group) do not and would not,
directly or indirectly, whether on its own account
or in conjunction with or on behalf of any person,
firm or company among other things, carry on,
participate, be interested or engaged in or acquire
or hold (in each case whether as a shareholder,
director, partner, agent, employee or otherwise be
involved, whether for profit, reward or otherwise),
any restricted business (other than the disclosed
retained business of CGN Group in the Prospectus)
during the agreed restricted period. Only the
independent non-executive Directors may participate

CGN Power Co., Ltd. 2015 Annual Report

in deciding whether or not to accept any new
business opportunity. In addition, in order to avoid
potential competition between CGN Group and the
Group for certain nuclear power projects retained by
the former, we have obtained the right to acquire
and the pre-emptive right regarding the retained
business to better protect the interests of the Group.

As of the date of this Annual Report, the Company
has acquired Taishan Nuclear project pursuant to the
executed relevant agreements. In addition, CGNPC
has sent a notification to the Company regarding
the new business opportunity, which are a nuclear
power station construction project located in the
UK (the "UK Project”). Three independent non-
executive Directors of the Company have decided
in writing that the Company will not exercise
the option to participate in the new business
opportunity at this stage, that is non-participation
in the UK Project. Please refer to the announcement
dated March 1, 2016 for details. The independent
non-executive Directors will closely monitor the
performance of CGNPC under the non-competition
deed and the management of the Company will
report to the Board on the relevant matters as and
when appropriate. CGNPC confirmed that no default
of non-competition deed has been found during this
reporting period.

Shareholders
Shareholders’ Rights

Shareholders’ rights are based on certain laws and
regulations, such as the Company Law of the PRC,
the Hong Kong Companies Ordinance and the
Listing Rules. Detailed descriptions on major rights
of the shareholders are set out in the Corporate
Governance Code of the Company, which mainly
include:

e receiving dividends and other kinds of profit
distribution in proportion to their respective
shareholding;

e  attending or appointing proxies to attend and
voting at general meetings;

e supervising the Company’s operating activities
and making suggestions or inquiries;



e transferring shares in accordance with the laws,
administrative regulations and the Articles of
Association;

e requesting for the relevant information of
the Company in accordance with the laws,
administrative regulations and the Articles of
Association.

To protect shareholders’ interests and rights, the
Company will submit separate resolutions in respect
of all matters (including the election of specific
Director or Supervisor) at general meetings of the
Company.

All resolutions tendered at the general meetings will
be subject to voting by way of poll in accordance
with the Listing Rules, the poll results will be
published timely on the websites of the Company
and the Hong Kong Stock Exchange after the end of
the general meetings.

The Company is of the view that effective
communication with investors is of utmost
importance in enhancing investor relations and
understanding of the Group's business, performance
and strategies by the investors. The Company also
firmly believes in the importance of timely and
adequate disclosure of the Company’s information
to shareholders and investors for making informed
investment decisions. For the policies and methods
of communication with shareholders and investors
please refer to the section “Shareholders’ Value”.
In order to facilitate effective communication,
the Company has adopted the Shareholders
Communication Policies for the purpose of
establishing mutual relationship and communication
between the Company and the shareholders, and
a website has been set up (www.cgnp.com.cn).
The Company will publish the latest information,
financial information, corporate governance practice
and other information about its business operations
and developments on the website for viewing by the
public.

The annual general meeting of the Company
provides an opportunity for shareholders and
Directors to communicate directly. The Chairman
of the Company and the chairmen of various Board
Committees of the Company will attend the annual
general meeting and reply to questions raised by
shareholders. The external auditors of the Company
will also attend the annual general meeting and reply
to questions about audit practices, preparation and
contents of the auditor’s report, accounting policies
and independence of auditors.

Convening Extraordinary General
Meetings and Submission of
Proposals

According to the Articles of Association, shareholders
who individually or jointly hold 10% or more of
the voting shares of the Company may request for
the convening of an extraordinary general meeting.
The relevant request may be proposed in writing
to the Board requesting the Board to convene
an extraordinary general meeting to deal with
the matters specified in the request. The relevant
extraordinary general meeting shall be held within
two months after such request has been made.

According to the Articles of Association, shareholders
who individually or jointly hold more than 3% of
the shares of the Company may submit a proposal
to the Board in writing 10 days before the date of
the general meeting. The Board shall notify other
shareholders within 2 days of receiving the proposal
and include it for consideration at the general
meeting. The written proposal shall be addressed to
the Board at the headquarters in the PRC.

Further details about the procedures for shareholders
to convene and put forward proposals at any general
meeting are available on the Company’s website.
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Enquiries to the Board

Shareholders who intend to put forward their enquiries about the Company to the Board could email their
enquiries to the email address: IR@cgnpc.com.cn.

Shareholdings

Total number of registered shareholders

Unit: accounts

As of As of

December 31, December 31,

2014 2015

Total number of registered shareholders 6,741 4,213
Registered shareholders of H shares 6,738 4,210

Shareholder structure

Approximate
percentage of
the Company'’s

Number of shares total issued

Nature of shares Shareholders held (shares) shares (%)
Domestic shares CGNPC 29,176,641,375 64.20

Hengjian Investment 3,428,512,500 7.54

CNNC 1,679,971,125 3.70
H shares CLP Nuclear Power Company Limited 142,434,000 0.31

National Council for Social

for Security Fund (“NSSF") 1,014,875,000 2.23

GIC Private Limited 579,748,000 1.28

BlackRock, Inc. 570,978,133* 1.26

Shareholders of other issued

and sold H shares 8,855,589,867 19.48

* BlackRock, Inc. is regarded as holding 570,978,133 H shares in long positions and 21,886,000 H shares in short positions (including
3,592,000 H shares in short positions pursuant to equity derivatives)

The Hong Kong Stock Exchange has granted us a waiver from strict compliance with the requirements under
the Rule 8.08(1)(d) of the Listing Rules. As described in the section headed “Waivers from Strict Compliance
with the Listing Rules” of the Prospectus, the minimum public float of the Company is 24.25%. Our current
minimum public float meets the requirements.
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General Meetings

Pursuant to the Articles of Association, general meetings are divided into annual general meetings ("AGM")
and extraordinary general meetings ("EGM"). General meetings shall be convened by the Board. AGM is held
once every year and within six months from the end of the preceding accounting year.

The Board shall convene an EGM within two months after the occurrence of any of the following events:

e where the number of Directors is less than the number stipulated in the PRC Company Law or less than
two-thirds of the number specified in the Articles of Association;

e where the unrecovered losses of the Company amount to one-third of the total amount of its paid-up
share capital;

e where shareholder, or shareholders who individually or jointly hold, 10% or more of the Company's
issued voting shares make request(s) is writing for convening of an EGMV,;

e whenever deemed necessary by the Board or as requested by the Supervisory committee;

e other circumstances provided for by relevant laws, administrative regulations, regulations of the
authorities and the Articles of Association.

The shareholdings referred to in item 3 above shall be calculated on the basis of the number of shares held as
of the date of written request from the shareholders.

In 2015, we held one general meeting, which was the 2014 AGM held in Hong Kong on June 12, 2015.
The total number of shares represented was approximately 39.9 billion, accounted for 87.77% of total share
capital. All resolutions were passed on the 2014 AGM.
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The resolutions considered and passed at the annual
general meeting include:

by Ordinary Resolution:

e  Report of the Board of Directors for the year
2014

e Report of the Supervisory Committee for the
year 2014

e 2014 Annual report
e Audited financial report for the year 2014
e Profit distribution plan for the year 2014

e Investment plan and capital expenditure budget
for the year 2015

e Re-appointment of auditors for the year 2015

° Remuneration of Directors and Supervisors for
the year 2015

e  Proposal on renewal of the Directors’ Liabilities
Insurance

e Appointment of Supervisors
e H Share Appreciation Rights Scheme

e Continuing connected transaction and
discloseable transactions - renewed Financial
Services Framework Agreement and annual
caps

CGN Power Co., Ltd. 2015 Annual Report

by Special Resolution:

° Amendments to the Procedural Rules of Board
of Directors

. Amendments to the Procedural Rules of
Supervisory Committee

e Amendments to the Articles of Association
e the grant of a general mandate to issue shares

We are serious about the organization and
convening of each general meeting. All Directors
attended the AGMs, with the presence of witnessing
lawyer(s). The Chairman of the Company and the
chairmen of each Board Committees of the Company
attended the AGMs and replied to questions
raised by shareholders. The external auditors of
the Company also attended the AGMs and replied
to questions about audit practices, preparation
and contents of the auditors’ report, accounting
policies and independence of auditors. All of our
Directors attended the 2014 AGM. Since there was a
resolution regarding the renewal of financial services
framework agreement, the independent financial
advisor engaged by the Company also attended
the AGM to replied to questions about connected
transactions. The 2015 AGM is expected to be held
in May 2016.



Board of Directors

Composition of the Board
of Directors

We fully recognize the benefits of diversity in Board
members to the development of the Company
and were committed to establishing a board with
members with a diverse background in the election
of Directors for the first session of the Board. The
Board of the members formulated the Board Diversity
Policy and delegated the Nomination Committee to
review the policy on a regular basis. Differentiation
and diversity in many aspects, such as professional
skills, industry experience, ages and qualifications,
are reflected in the composition of the members of
this session of the Board. Pursuant to the Articles of
Association, the Board of the Company comprises
nine Directors, among which, except for Mr. Gao
Ligang, being a Director and the President of the
Company, all the remaining Directors are non-
executive Directors who are independent of our
management, including three independent non-
executive Directors. Each of the independent
non-executive Directors has confirmed that he is
independent of the Company, thereby contributing
to critical review and control of management
process.

The Board comprises Zhang Shanming (3& & R8)
(Chairman of the Board and non-executive Director),
Gao Ligang (&3ZMl) (executive Director), Zhang
Weiging (58/&)5) (non-executive Director), Shi Bing
(78 £2) (non-executive Director), Xiao Xue (8 £2)
(non-executive Director), Zhuo Yuyun (2F2E) (non-
executive Director), Na Xizhi (A% &) (independent
non-executive Director), Hu Yiguang (8% %)
(independent non-executive Director) and Francis
Siu Wai Keung (88&3%) (independent non-executive
Director). The Directors of the Company have
extensive experience in management in the power
industry, financial and accounting management,
legal, auditing and other fields, respectively. The
Directors are fully aware of their responsibilities,
rights and obligations, and will perform their
duties with truthfulness, integrity and diligence.

In order to improve the decision making body and
its scientificity and raise the quality of substantial
decisions, the Board has established four specialized
Committees, namely the Audit Committee,
Remuneration Committee, Nomination Committee
and Nuclear Safety Committee according to the
Hong Kong Stock Exchange Code and the Board has
delegated the responsibilities to these specialized
Committees as set out in their respective terms of
reference. The chairmen of the Audit Committee,
Remuneration Committee and Nomination
Committee are independent non-executive Directors
and the independent non-executive Directors are
the majority of these committees. The Nuclear
Safety Committee is chaired by our chairman Zhang
Shanming. The Board has at all times complied with
the requirements under Rules 3.10(1) and 3.10(2) of
the Listing Rules for the year 2015 that at least three
independent non-executive Directors have been
appointed. Among them, at least one independent
non-executive Director must have appropriate
professional qualification or professional knowledge
of accounting or professional knowledge related to
financial management.

Each of the independent non-executive Directors has
confirmed his independence according to Rule 3.13
of the Listing Rules, and all of them are considered
as independent parties by the Company.

Since provisions of the Hong Kong Stock Exchange
Code require Directors to disclose the number
and nature of positions held in listed companies
or entities and other material commitments, and
their identities and duration of employment with
the issuer, therefore, the Directors have agreed to
disclose their relevant information timely to the
Company.

Please refer to “Board of Directors, Supervisory
Committee and Senior Management” set out on
page 80 of this Annual Report for the biographical
details of all Directors. Except for those disclosed in
the section, none of other information relating to the
relationship between Director and Supervisor and
other Directors, Supervisors and senior management
shall be disclosed according to the Hong Kong Stock
Exchange Code.

CGN Power Co., Ltd. 2015 Annual Report
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The Board has set up the Procedural Rules of Board
of Directors, which specify the terms of reference of
the Board and procedures for the Board meetings,
etc., and also set out special arrangements for
voting on resolutions regarding major connected
transactions and contracts. Directors shall not
vote on any contract, transaction, arrangement or
proposal in which he/she or any of his/her associates
is materially interested, nor shall his/her be counted
in the quorum. Where the number of the Directors
who can vote on this matter is less than three, such
issue shall be submitted to a general meeting for
voting. In addition, the independent non-executive
Directors shall provide independent opinions in
accordance with laws and regulations and the
Listing Rules. The Company will strictly review each
resolution proposed at the Board meetings to find
out whether there is any conflict of interest that
requires Directors to abstain from voting and remind
all Directors for confirmation before meetings.
For example, for the resolution on the approval
of disposing the equity of Baoyin Company by
R&D institution and signing the Equity Transfer
Agreement on the ninth meeting of the first session
of the Board, due to the constitution of one-off
connected transaction between the Company and
the controlling shareholders, CGNPC, as a result of
such agreement, Directors, Zhang Shanming, Zhang
Weiging and Shi Bing (as the representative directors
of the controlling shareholder) abstained from voting
on this resolution.

Duties of the Board

As the operating decision-making body of the
Company, the Board performs its duties in
accordance with the provisions set out in the Articles
of Association. The Board is responsible for overall
leadership of the Company and is responsible to
the general meeting. The Board reports its work to
the general meeting, implements the resolutions
resolved at the general meeting. The Board has
delegated the powers and responsibilities for daily
management and operation of the Company to the
senior management of the Company.

CGN Power Co., Ltd. 2015 Annual Report

All Directors of the Company are aware of their
joint responsibility for the Company’s operations,
business and development, and perform their duties
in accordance with the provisions of the service
contract and the Corporate Governance Code of the
Company. All Directors must ensure that they have
complied with the applicable laws and regulations,
and devote sufficient time and efforts to handle
the affairs of the Company, to act with integrity,
prudence and skills and to assume their respective
responsibilities. The major responsibilities of the
Board include:

e  formulating strategic guideline of the Company;
e developing working targets of the Board,;

e evaluating the performance of the
management;

e ensuring the Company to implement a prudent
and effective regulatory framework to evaluate
and manage risks;

o performing the function of corporate
governance for the Company or arrange one or
more committees to perform related duties;

e authorizing dedicated committees to perform
the specific responsibilities in accordance with
the Procedural Rules of Board of Directors
and the terms of reference of the Board
Committees.



The main corporate governance duties of the Board
include:

e developing and reviewing the policies and
practices regarding the corporate governance
of the Company;

e reviewing and monitoring the training and
continuous professional development of the
Directors and senior management;

e reviewing and monitoring the Company’s
policies and practices on compliance with legal
and regulatory requirements;

e developing, reviewing and monitoring the
rules regarding code of conduct applicable to
employees and Directors;,

e reviewing the Company’s compliance with the
Corporate Governance Code of the Company
and the Hong Kong Stock Exchange Code and
the disclosure in the Corporate Governance
Report.

Delegation by the Board

The Board retains the power to decide on all
material matters pertaining to the Company,
including: approval and supervision on all policy
matters, overall strategies and budgets, internal
control and risk management system, material
transactions (in particular those possibly involve
conflict of interests), financial information and
other major financial and operation matters. The
Directors may seek independent professional advice
in performing their duties at the Company’s expense
and are encouraged to access and consult with the
Company's senior management independently.

The daily management, administration and
operation of the Company are delegated to the
senior management. The delegated functions and
responsibilities will be reviewed by the Board on a
regular basis.

Board Committees

The Board established four committees with specific
terms of reference, namely the Audit Committee,
the Remuneration Committee, the Nomination
Committee and the Nuclear Safety Committee.
The specialized committees shall conduct study
on specific matters and furnish advice and
recommendations thereon as a reference for the
Board in its decision-making.

CGN Power Co., Ltd. 2015 Annual Report
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Audit Committee

Please refer to the “Report of Audit Committee” set out on page 129 of this Annual Report for details of the
Audit Committee, including its composition, duties and responsibilities and annual work summary.

Remuneration Committee

Please refer to the “Report of Remuneration Committee” set out on page 132 of this Annual Report for
details of the Remuneration Committee, including its composition, duties and responsibilities, annual work
summary, remuneration policies and remuneration of the Directors, Supervisors and senior management for
2015.

Nomination Committee

Please refer to the “Report of Nomination Committee” set out on page 134 of this Annual Report for
details of the Nomination Committee, including its composition, duties and responsibilities and annual work
summary.

Nuclear Safety Committee

Please refer to the “Report of Nuclear Safety Committee” set out on page 135 of this Annual Report for
details of the Nuclear Safety Committee, including its composition, duties and responsibilities and annual
work summary.

Particulars of Board Meetings

The Company has adopted the practice of holding Board meetings on a regular basis. The Company set out
the next year's meeting schedule one year in advance. The notice of regular Board meeting and the meeting
documents signed and issued by the management or chairmen of specialized Board Committees will be sent
to all Directors at least 14 days prior to the date of convening the meeting to enable them to attend the
meeting, have sufficient time to familiarize themselves with the meeting content and decision-making matters
and include relevant matters for consideration in the agenda.

During the reporting period, we convened a total of 5 Board meetings. The convening and voting procedures
of such meetings were all in compliance with the requirements under the Articles of Association and the
Procedural Rules of Board of Directors. Details of the meetings are as follows:

No. Name of meeting Date Mode

1 Sixth meeting of the first session of the Board of Directors January 8, 2015 Physical
2 Seventh meeting of the first session of the Board of Directors March 18, 2015  Physical
3 Eighth meeting of the first session of the Board of Directors June 11, 2015 Physical
4 Ninth meeting of the first session of the Board of Directors August 19, 2015  Physical
5 Tenth meeting of the first session of the Board of Directors November 5, 2015 Physical

CGN Power Co., Ltd. 2015 Annual Report



All resolutions proposed at above meetings were
approved. Major resolutions considered and
approved by the Board during this Reporting Period
include:

Resolution on Approval of 2015 Operational
Plan of CGN Power Co., Ltd.

Resolution on Approval of 2015 Internal Audit
Plan of CGN Power Co., Ltd.

Resolution on Approval of 2015 Comprehensive
Risk Management Report of CGN Power Co.,
Ltd.

Resolution on Approval of Establishing
Independent Safety, Monitoring and
Assessment Centre for Nuclear of CGN Power
Co., Ltd.

Resolution on Approval of Accounting System
(First Edition) of CGN Power Co., Ltd.

Resolution on Approval of Board Diversity Policy
of CGN Power Co., Ltd.

Resolution on Approval of 2014 On-grid Power
Generation Announcement of CGN Power Co.,
Ltd.

Resolution on Approval of 2014 Corporate
Governance Report

Resolution on Approval of 2014 Internal
Control Assessment Report of CGN Power Co.,
Ltd.

Resolution on Approval of Comprehensive Risk
Management Report of CGN Power Co., Ltd.

Resolution on Approval of establishing the
Nuclear Safety Committee

Resolution on Election of members of the
Nuclear Safety Committee

Resolution on Approval of Terms of Reference
for the Nuclear Safety Committee of CGN
Power Co., Ltd.

Resolution on Approval of the 2015
Remuneration Plan for the Chief Financial
Officer and other Senior Management of CGN
Power Co., Ltd.

Resolution on Approval of the 2015
Performance Assessment of the President

Resolution on Approval of the 2015
Performance Assessment of Chief Financial
Officer and other Senior Management

Resolution on Approval of 2015 Internal
Control Assessment Plan of CGN Power Co.,
Ltd.

Resolution on Approval of Disposal of the Equity
of Baoyin Company by the R&D Institution and
Signing of Equity Transfer Agreement

Resolution on Approval of Non-payment of
Interim Dividend by the Company for the Six
Months Ended June 30, 2015

Resolution on Approval of Publishing the
Announcement of Connected Transaction -
Disposal of 22.1% Equity Interests in Baoyin
Company

Resolution on Approval of Establishing
Supervisory Department of the Company

Resolution on Approval of Terms of Reference
for the Audit Committee of CGN Power Co.,
Ltd.

CGN Power Co., Ltd. 2015 Annual Report

103

[}
o
f
©
f=
=
<5
=
o
(&)
D
=
©
pag
o
o
e
o
o




104

Corporate Governance Report

Att

endance of Directors at the Board Meetings, Board Committee

Meetings and General Meetings

The t

able below shows details of attendance of Directors at the Board meetings, Board Committee meetings

and general meetings during this reporting period.

Name

Attendance/Frequency of Meetings
Audit  Remuneration Nomination Nuclear
Board Committee Committee Committee Safety General
Position meeting meeting meeting meeting Committee Meeting

Zhang S

hanming Chairman of the Board and Non-executive 5/5 1 22 1n
Director, member of the Nomination
Committee and Chairman of the Nuclear
Safety Committee

Gao Ligang Executive Director, President and member 4/50 129 1n

of the Nuclear Safety Committee

Zhang Weiging Non-executive Director 4/5% 1n

ShiBing

Non-executive Director 5/5 1

Xiao Xue Non-executive Director, member of the 5/5 22 22 "

Remuneration Committee and member
of the Nuclear Safety Committee

Zhuo Yuyun Non-executive Director, member of the 5/5 4/4 20 7

Na Xizhi

Audit Committee and member of the
Nuclear Safety Committee

Independent non-executive Director, 5/5 3/4@ 1N 20 17
Chairman of the Nomination Comittee,

member of the Audit Committee and

member of the Nuclear Safety Committee

Hu Yiguang Independent non-executive Director, 4/5% 2 (AR 1

Chairman of the Remuneration
Committee and member
of the Nomination Committee

Francis Siu Wai Independent non-executive Director, 5/5 4/4 22 "
Keung Chairman of the Audit Committee and

member of the Remuneration Committee

M

Gao Ligang, a Director, failed to attend the tenth meeting of the first session of the Board due to external training. He delegated
in writing to Zhang Shanming, a Director, to attend and vote at such meeting on his behalf.

Zhang Weiqing, a Director, failed to attend the eighth meeting of the first session of the Board due to other business engagement.
He delegated in writing to Shi Bing, a Director, to attend and vote at such meeting on his behalf.

Hu Yiguang, a Director, failed to attend the tenth meeting of the first session of the Board due to other business engagement. He
delegated in writing to Na Xizhi, a Director, to attend and vote at such meeting on his behalf.

Na Xizhi, a Director, failed to attend the eighth meeting of the Audit Committee due to other business engagement. He delegated
in writing to Francis Siu Wai Keung, a Director, to attend and vote at such meeting on his behalf.

Hu Yiguang, a Director, failed to attend the second meeting of the Nomination Committee due to other business engagement. He
delegated in writing to Na Xishi, a Director, to attend and vote at such meeting on his behalf.

Gao Ligang, a Director, failed to attend the second meeting of the Nuclear Safety Committee due to external training. He
delegated in writing to Zhang Shanming, a Director, to attend and vote at such meeting on his behalf.

CGN Power Co., Ltd. 2015 Annual Report



Training for Directors

As stipulated by the Listing Rules, a director shall be aware of his duties. All newly appointed Directors
have been provided with necessary induction training and materials to ensure that they will have proper
understanding of the operation and business of the Company and their responsibilities under the relevant
laws, regulations and rules.

In order to provide better assistance to the Directors for performing their duties, we have actively made
arrangements for the Directors to participate in trainings in relation to, among others, the business and
corporate governance aspects of a listed company. Furthermore, we will provide the Directors with written
information on applicable policies and regulations issued by the regulators from time to time. In addition,
the management of the Company will monthly provide the Directors with a monthly management report,
which sets out the particulars such as achievements of our operating indicators, safety and environmental
management, production and operation, project construction, as well as the progress of our major
operational events. We will arrange the Directors to carry out on-site inspections from time to time every year
to enable them to have a better understanding of our operation and business, and invite and encourage them
to furnish reasonable suggestions and advice to the Company based on their respective areas of expertise.

For the year ended December 31, 2015, the current Directors have received the following trainings in relation
to the roles, functions and duties of directors of listed companies.

Trainings received

Reading Specific On-site
Director Materials Trainings Inspections
Zhang Shanming | \
Gao Ligang v \
Zhang Weiging vV v
Shi Bing V v
Xiao Xue v v v
Zhuo Yuyun v V V
Na Xizhi v vV v
Hu Yiguang v \ V
Francis Siu Wai Keung v vV vV

Reading Materials Materials include Company Management Monthly Report (a total of 12 issues) and
Company Comprehensive Risk Management Quarterly Report (a total of 4 issues).

Special Trainings ~ The Company has organized two special trainings for Directors in 2015, including:

e On August 19, 2015, the seminar related to the recent trend and analysis of Hong
Kong Listing Companies and use of Director’s insurance held by AON-COFCO
Insurance Brokerage Co., Ltd.

e On November 5, 2015, the seminar “Capital Market Performance and Value
Management after Listing of a Company” held by China International Capital
Corporation Limited and the training “Variation and Major Changes of Hong Kong
Stock Exchange Regulations and Rules” held by King & Wood Mallesons.

On-site Inspections In 2015, the Company continued to organize inspections on company business
participated by the Directors,

e From April 15 to 17, 2015, Directors conducted on-site inspections in
Fangchenggang Nuclear Power Station.

*  OnlJune 12, 2015, Directors conducted on-site inspections in Shenzhen Longgang
Nuclear Power Industrial Park (731188 1% & E % H).

e From July 29 to 30, 2015, Directors conducted on-site inspections in Ningde Nuclear
Power Station.

e From November 9 to 12, 2015, Directors conducted on-site inspections in Suzhou
Nuclear Power Research Institute (&&/HZA THi5TfE AR A7) and Qinshan Nuclear
Power Base (Z= [ L1#Z & &)

CGN Power Co., Ltd. 2015 Annual Report
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Non-executive Directors conducted inspections in Ningde Nuclear Power Station

Appointment and Re-election of Directors

The Articles of Association have stipulated the detailed procedures for election and appointment of Directors.
According to the Articles of Association, the Directors shall be elected at the general meeting and each term
of office shall be three years, Directors must retire by rotation at least once every three years and may be re-
elected for continuous appointment.

Candidates other than those for independent non-executive Directors shall be nominated by the Board, the
Supervisory Committee or shareholders who individually or jointly hold 3% or more of the Company’s voting
shares and be elected at a general meeting of the Company.

Candidates for independent non-executive Directors of the Company shall be nominated by the Board, the
Supervisory Committee or shareholders who individually or jointly hold 1% or more of the Company’s voting
shares and be elected at the general meeting of the Company.

Prior to the election of independent non-executive Directors, the following procedures shall be performed:

e  The nominator of a candidate for independent non-executive Director shall seek consent of the
nominee, has sufficient understanding on the occupation, academic qualifications, job qualification,
detailed working experience and all part-time jobs of the nominee, and is responsible to provide
written materials of the same to the Company before making the nomination. The candidate shall give
a written undertaking to the Company agreeing to be nominated, to undertake the truthfulness and
completeness of his particulars disclosed and to warrant the performance of a Director’s duties after
being elected.

e The nominator of an independent non-executive Director shall give his opinion on the qualification and
independence of the nominee to act as an independent non-executive Director. The nominee shall make
a public announcement as to the absence of any connection between the Company and him/her which
would affect his/her independent and objective judgment.

CGN Power Co., Ltd. 2015 Annual Report



e |f shareholders with nomination rights
nominate a candidate for independent non-
executive Director at a general meeting of the
Company according to the law, a written notice
stating their intention to nominate a candidate
for the Board and the nominee’s consent of
acceptance to be nominated, together with
the written materials and undertaking of the
nominee referred to in the above-mentioned
two sub-paragraphs shall be delivered to the
Company not less than 7 days (calculated
after the Company has sent out the notice of
meeting) before the date of convening the
general meeting.

Prior to the election of Directors other than
independent non-executive Directors, the following
procedures shall be performed:

e  The nominator of a candidate for Director
shall seek consent of the nominee, has
sufficient understanding of the occupation,
academic qualifications, job qualification,
detailed working experience and all part-time
jobs of the nominee, and is responsible to
provide written materials of the same to the
Company before making the nomination. The
candidate shall give a written undertaking to
the Company agreeing to be nominated, to
undertake the truthfulness and completeness of
his/her particulars disclosed and to warrant the
performance of a Director’s duties after being
elected.

e If the nomination of candidates for Directors
is made before the convening of a Board
meeting or a meeting of the Supervisory
Committee of the Company, the written
materials relating to the nominee referred to in
the above-mentioned first sub-paragraph shall
be announced together with the resolution of
the Board meeting or Supervisory Committee
meeting or the notice of the general meeting.

e |f shareholders with nomination rights
nominate a candidate for Director at a general
meeting of the Company according to the
law, a written notice stating their intention
to nominate a candidate for Director and
the nominee’s consent of acceptance to be
nominated, together with the written materials
and undertaking of the nominee referred to
in the above-mentioned first sub-paragraph
shall be delivered to the Company not less than
seven days (calculated after the Company has
sent out the notice of meeting) before the date
of convening the general meeting.

We will review the appointment qualifications of
Directors in strict compliance with the laws and
regulations, the Listing Rules and the Articles of
Association, especially the appointment conditions
and independence of independent non-executive
Directors. All nominees shall firstly be evaluated
by the Nomination Committee before suitable
candidates are recommended for election to become
members of the Board. The Nomination Committee
are also responsible for evaluating the composition
of the Board, supervising the appointment, re-
election for consecutive appointment and succession
plans of Directors.

All Directors shall, upon appointment, enter into
the directors’ service contracts with the Company
specifying the details of Directors’ duties and the
regulatory requirements and restrictions on Directors.
All Directors shall understand that they assume joint
responsibilities to all shareholders in respect of the
Company’s operation, business and development
and shall perform their responsibilities pursuant to
the requirements in the service contracts of directors,
the Corporate Governance Code of the Company
and the Hong Kong Stock Exchange Code. All
Directors shall ensure they will devote sufficient
time and efforts in dealing with the affairs of the
Company and act in a prudent manner and assume
responsibilities accordingly.

All executive Directors, non-executive Directors and
independent non-executive Directors have entered
into service contracts with the Company for a term
of three years.

Directors’ Undertakings

Directors of the Company have confirmed that they
have devoted sufficient time and attention to the
affairs of the Company during the year. All Directors
have also disclosed to the Company the number and
nature of their positions held in public companies
or entities listed in Mainland China, Hong Kong
and overseas and other significant commitments,
and provide the names of the public companies and
entities and the time involved in working for the
relevant positions.

CGN Power Co., Ltd. 2015 Annual Report
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Each of the Directors has signed the Declaration for
Dealing in the Company’s Securities by Directors,
Supervisors and Senior Management Officers ( (ZE
F EENSAEEABEEARAIBZSFEHR
£) ), undertaking to comply with the relevant
confidentiality provisions and the securities dealing
requirements, and has undertaken to obtain the
prior written approval from the Chairman of the
Board or the designated Directors before dealing in
the Company’s securities and report and disclose
the same to the Hong Kong Stock Exchange. All
Directors have signed the confirmation for disclosure
of interests by Directors, Supervisors and Senior
Management on both board meetings for annual and
interim results. Directors shall notify the Company in
writing of any changes in their personal information
on a timely basis in order for the Company to timely
report the same to the Hong Kong Stock Exchange
and the Hong Kong Companies Registry within the
prescribed period.

The Board Office of the Company will regularly
remind Directors to disclose to the Company
Secretary on a timely basis the information required
to be disclosed in connection with matters needing
disclosure by individuals under the Listing Rules.

Directors’ Interest

As recorded in the register required to be kept
pursuant to Section 352 of Part XV of the Hong
Kong “Securities and Futures Ordinance”, none of
the Directors held any shares of the Company or
any of the Company'’s associated corporations as of
December 31, 2015.

Model Code for Securities
Transactions

The Company has adopted the Code for Securities
Transactions by Directors and Specific Persons,
the provisions of which are not less stringent than
the Model Code contained in Appendix 10 to the
Listing Rules. After specific enquiries have been
made on all Directors, the Directors, Supervisors and
senior management have confirmed that they have
complied with the Code for Securities Transactions
by Directors and Specific Persons for the year 2015.

CGN Power Co., Ltd. 2015 Annual Report

Roles of Chairman and President

According to the requirements of provision A.2.1 of
the Hong Kong Stock Exchange Code, the roles of
chairman and chief executive should be separated
and should not be performed by the same individual.
Mr. Zhang Shanming and Mr. Gao Ligang were
the Chairman and the President of the Company,
respectively. The Articles of Association have
expressly specified the functions and powers of the
Chairman and the President. The main functions
and powers of the Chairman include presiding
the general meetings, convening and presiding
meetings of the Board and the responsibility
to review the implementation status of passed
Board resolutions. The main functions and powers
of the President include being in charge of the
Company'’s production, operation and management,
coordinating the implementation of the passed
Board resolutions and reporting to the Board.

Pursuant to the Articles of Association, the President
shall coordinate the implementation of the passed
Board resolutions and report his/her work to the
Board; the Chairman shall prepare the Directors’
Report on behalf of the Board in respect of the work
of the Board and submit the same to the Company’s
annual general meeting for consideration.



Directors’ Financial Reporting
Responsibilities in respect of
Financial Statements

The Directors acknowledge their responsibilities for
preparing the financial statements of the Company
for the year ended December 31, 2015 which give a
true and fair view of the affairs of the Company and
the Group and of the Group’s results and cash flows.

The management has provided the necessary
explanations and information to the Board enabling
the Board to make an informed assessment on the
Company’s financial statements submitted to the
Board for approval. The Company has provided
monthly updated information on the performance,
conditions and prospects of the Company to all
members of the Board.

The statement made by the auditors of the Company
on their reporting responsibilities in respect of the
Company’s consolidated financial statements is
contained in “Independent Auditor’s Report” of this
Annual Report on page 150.

Supervisory Committee

Please refer to the “Report of Supervisory
Committee” as set out in this Annual Report on
page 136 for details of the Supervisory Committee,
including its composition, duties and responsibilities
and the annual work summary for the year.

Mr. Fang Chunfa was awarded “The Best Secretary
of Board of Directors of Listed Companies”, The 5th
China Securities Golden Bauhinia Awards

Company Secretary

The Board has appointed Mr. Fang Chunfa as a joint
company secretary. Mr. Fang is also the Board secretary
of the Company. Pursuant to the requirements
under the Listing Rules, we have also engaged Ms.
Yung Mei Yee from KCS Hong Kong Limited as the
joint company secretary to provide assistance to Mr.
Fang Chunfa in conducting his work. The Company
secretaries also play essential roles in supporting the
Chairman, Board and Board Committees by ensuring
on time and precise information flow, so the Board
policies, procedures and decisions are followed. The
company secretaries have the right to advise on the
corporate governance matters and assist Directors to
familiarize with the affairs of the Company and acquire
professional development.

Mr. Fang has tender his resignation as a joint
company secretary and Board secretary for reason of
job transfer and the Board has appointed Mr. Wei
Qiyan in replacement of Mr. Fang as a joint company
secretary. Ms. Yung Mei Yee has also tendered
her resignation as a joint company secretary, an
authorised representative and the agent for services
of process in Hong Kong of the Company for
personal reasons, and the Board has appointed Ms.
Mok Ming Wai in replacement of Ms. Yung as a joint
company secretary, an authorised representative and
an agent for acceptance of services of process in
Hong Kong of the Company. The resignations of Mr.
Fang and Ms. Yung and the appointments of Mr. Wei
and Ms. Mok are effective since March 16, 2016. For
further details, please refer to the announcement of
the Company dated March 14, 2016.

According to Rule 3.29 of the Listing Rules, the then
joint company secretaries of the Company, Mr. Fang
and Ms. Yung, had taken no less than 15 hours of
relevant professional training during the financial
year ended December 31, 2015.
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Management and Staff

The task of the management and staff of the
Company is the successful implementation of
strategy and direction determined by the Board,
and they must observe national and local laws
and regulations, and safeguard the interest of
shareholders.

The delegation of specific authorities by the Board
to the management is stated in the Provisions on
the Corporate Governance Authorization ( GAE
RIETE) ), and any amendment to the corporate
governance authorization of the Company requires
approval of the Board. The authorization delegated
to the management and staff below the level of
President have been stated in the provisions on the
management authorization, and any amendment
to the management authorization of the Company
requires approval of the President.

The Staff Manual ({(E T F M) ), which is
prepared by the Company as an appendix to the
employment contract, has the same effect as that
of the employment contract. All staff who has
signed employment contracts with the Company
shall sign for receipt of the Staff Manual and make
a statement that they have received, been aware of
and will comply with all provisions set out in the Staff
Manual. All management and staff are subject to
the specific obligations as set out in the Staff Manual
in respect of the work time, disciplines, workplace
code, confidentiality and non-competition restriction,
conflict of interests, value and code of conduct. All
management and staff receive training on the Staff
Manual on regular basis in order to ensure their
understanding of Staff Manual.

The Company has formulated the Management
Regulations on Non-compliance with Disciplines and
Rules by Staff and the Listing Company’s Code of
Conduct for dealing with incidents of a breach of
regulations and discipline and they must be strictly
complied by all of the management and staff. In
addition, we amended and improved the disciplinary
and supervisory mechanism, the corruption-free
conversation procedure and petitioning procedure for
an array of disciplinary and supervisory mechanism
in relations to the working regulations and case
hearing regulations. The amended regulations
shall be stricter with integrity. The Company has

CGN Power Co., Ltd. 2015 Annual Report

established appropriate whistleblower channels and
encourages employees and related third parties (such
as suppliers) to report any misconduct, malpractices
or irregularity in any matters related to the Company
in confidential way.

In 2015, the No. 1 inspection team of the State-
owned Assets Supervision and Administration
Commission ("SASAC") conducted inspections in the
Company without any finding of severe breach of
discipline and regulations. In respect of the requests
of rectification raised by the No. 1 inspection team
of the SASAC, we had already established the
rectification mechanism with a 100% completion.
Such cases concerning non-compliance with
discipline and regulations did not have significant
impact on our financial statements and the overall
operation.

We have expanded the applicable scope of the
Company’s Code for Securities Transactions by
Directors and Specific Persons to cover Senior
Management. According to specific inquiries made
by the Company, all senior management officers
confirmed that they have been in compliance with
the relevant requirements throughout the year ended
December 31, 2015.

The principles and details of the remuneration
of senior management officers are set out in the
“Remuneration Committee Report” on page 132 of
this Annual Report.

The Company has attached great importance
to the continuous professional development of
management and staff. The details of its talent
cultivation are set out in the "Human Capital”
on page 56 of this Annual Report. During 2015,
the Company has regularly organized senior
management officers to participate in a series
of trainings including the “senior management
development program” for the Company’s
management to improve their comprehensive
management skills covering operational
strategies, financial management, production
and operational management. In addition, we
organized the online Q&A and online learning
sessions under the “information disclosure training”
for the management and staff to improve their
understanding and attention in relation to the
information disclosure.



Internal Auditors

The Company has established an internal audit
department, which plays a major role in monitoring
the internal governance of the Company. The Group
has 62 auditing staff with professional qualifications
(such as senior auditors, internal auditors with
international certifications, PRC certified public
accountants and members of the Association of
Chartered Certified Accountants in UK).

Duties of the audit department include:

e Unrestricted access to review all aspects of the
activities and internal controls of the Company;

e  Specific audits on the business, procedures,
expenditures and internal controls of all
functional departments, business units and
subsidiaries of the Company on a regular basis;

e Specific reviews or audits of areas of concern
identified by management or the Audit
Committee.

The manager of the audit department reports directly
to the Audit Committee and the President, and
his opinions will be reflected directly to the Board
through the Chairman of the Audit Committee.

During 2015, the audit department of the
Company conducted specific audit on key areas
of management such as internal controls, project
management and corporate governance of the
Company as well as areas of concern identified
by the management, and issued reports to senior
management officers.

External Auditors

Deloitte Touche Tohmatsu and Deloitte Touche
Tohmatsu Certified Public Accountants LLP have
been appointed as international auditors and PRC
auditors of the Company, to respectively audit
the Company’s consolidated financial statements
for the year ended December 31, 2015 prepared
in accordance with IFRS and China Accounting
Standards. Deloitte Touche Tohmatsu has audited the
Company's 2015 consolidated financial statements
prepared in accordance with IFRS by the Company.
The remuneration paid by the Group for auditing
related services was RMB6.382 million in 2015,
and no non-auditing services had been provided by
the international auditors and PRC auditors of the
Company.
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Internal Control

Structure of the internal control system

Since its establishment, the Company has regarded the construction of internal control system as an integral
component of the construction of its internal management system. The Company continued to enhance
its internal control system under the framework as set out in the Basic Standards of Internal Control for
Enterprises ( ({2 A EMEHIZEARE) ) issued by five ministries and commissions including the Ministry of
Finance, the CSRC, the National Audit Office of the PRC, the China Banking Regulatory Commission and the

China Insurance Regulatory Commission of the PRC.

Five elements

Internal supervision
Information and communication
Control activities
Risk assessment

Internal environment

The internal control system structure of the
Company covers the Board, the management and
all staff. The Board and its Audit Committee oversee
the internal control systems of the Company and
monitor the effectiveness of initiatives and internal
control measures taken by the management.
The management is responsible for the design,
implementation and improvement of the internal
control measures.

We established our three-layer internal control
system to ensure the effective implementation of
internal control. The corporate level is responsible
for establishing the internal control measures and
local branches carried out the internal measures
through the system procedures and application of
the information system. The business units develop a
well-established internal system to comply with the
requirements of management and control as well as
its own internal control in accordance with the Basic
Standards of Internal Control for Enterprises.

CGN Power Co., Ltd. 2015 Annual Report

Company level
Branches
Business segments

Internal control objects

Assets safety
True and complete financial information
Operate in compliance with laws and regulation

Improve operational efficiency and result

Procure the realization of
corporate strategies

The internal control system of the Company is based
on clear management duties and authority, which
covers the business operations of the Group. The
Company specifies the management duties and internal
supervision and check-and-balance mechanism as well
as written process recording requirements by developing
and releasing clear written management documents.
Compliance with laws and regulations by the Company
throughout its various activities is the basis for the
Company'’s operation.

The Company analyzes the internal environment of
business organizations and operations, identifies
risks and carries out rating of risks and develops
specific control measures against risks of high rating
in accordance with the Basic Standards of Internal
Control for Enterprises and Application Guidelines of
Internal Control for Enterprises ( ({2 A 3612 & &
FA#63l) ). We conduct self-assessment of internal
control and independent inspections by the audit
department annually. Depending on the assessment
results, we shall develop the corresponding
correction and improvement measures and follow
up the effective implementation of the relevant
correction and improvement measures.



Key Elements of
Internal Control

Initiatives

Internal Environment

The corporate governance structure specifies the management authority at
various levels

Internal organizations and posts clearly define the allocation of responsibilities
and powers

The internal supervision system
Corporate strategies
Integrity and moral values and corporate culture

Competency of staff

Risk Assessment

Timely identifying and systematically analyzes risks associated with the
realization of internal control objectives in the process of operation activities
and reasonably determines strategies in response to risks

Control Activities

Taking corresponding control measures and formulates internal rules,
systems and procedures based on the risk assessment results to ensure the
implementation of control measures

Covering major business areas such as funding activities, procurement, sales,
engineering projects management, guarantee, research and development,
business outsourcing, asset management and financial reporting

Formulating control measures from the perspectives of, among others things,
separation of incompatible duties, authority approval, accounting system
control, property protection, budgets, operation analyses and evaluation

Information and
Communication
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Timely and accurately collecting and communicating information in relation to
internal controls to ensure effective communication of information within the
enterprise or between the enterprise and external parties

Internal Supervision

Regularly evaluating the implementation of systems and procedures
Independent internal monitor and audit activities

Self-assessment of internal control system on a regular basis
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Internal control evaluation

According to the relevant provisions of the Corporate Governance Code of CGN Power ( (B EZE %
MARARTCEEASE]) ), we have prepared the Internal Control Assessment Proposal for 2015 of the
Company (hereinafter referred to as the “Internal Control Assessment Proposal”), which clearly provides
the evaluation covers the full 2015 financial year, and determines the major units, businesses and matters
to be included in the scope of evaluation as well as high-risk areas based on the risk-oriented principle. The
Internal Control Assessment Proposal was approved at the ninth meeting of the Board in August 2015.

In accordance with the approved Internal Control Assessment Proposal, entities included in the scope of
the current internal control evaluation mainly comprised the Company and 10 subsidiaries, which covered
all business segments and major business areas of the Company; as of December 31, 2015, the aggregate
net assets and operating revenue of the aforesaid companies represented approximately 72.7% and 94.8%
of the net assets and operating revenue of all the companies of the Group, respectively. None of those
subsidiaries which were not included in this evaluation had business or matters which would materially
affect the Company’s operation and management. Each of those entities which are included in the relevant
evaluation shall, based on its own business characteristics and key points of management, follow the
principles of comprehensiveness and importance to incorporate key business areas and major business
processes into the scope of evaluation. Overall speaking, high-risk areas that need to be focused on mainly
include, among others things, investment management, security and emergency management, sales and
revenue management, procurement and expenditure management, asset management and information
technology system management. The aforesaid businesses and matters included in the scope of evaluation
together with high-risk areas cover the major aspects of the Company’s operational management and there
is no material omission.

Based on the determination of material defects in the internal control on the Company’s financial reporting,
as of the benchmark date (December 31, 2015) of the internal control evaluation report, there were no
material defects in the internal controls on the financial reporting, and the Board considers that the Company
has maintained effective internal control on financial reporting in all material aspects in compliance with the
requirements of the Regulated System of Internal Control for Enterprises (1>2 RERIEHI33 #3582 &) and the
relevant provisions.

Based on the determination of material defects in the internal control on the Company’s non-financial
reporting, as of the benchmark date of the internal control evaluation report, the Company was not aware
of any material defect in the internal control on non-financial reporting. From the benchmark date of the
internal control evaluation report up to the issue date of the internal control evaluation report, there were no
factors which would affect the evaluation conclusion of effectiveness of internal controls.

CGN Power Co., Ltd. 2015 Annual Report



Monitoring inside information
The measures for the management and control of inside information by the Company are as follows:

e The Company has expressly stated in the Staff Manual that unauthorized use of confidential or inside
information is strictly prohibited.

e The Company has regulated the channels of disseminating information.

e The Information Disclosure Management System ( {5 B IHFEEIEHIE ) ) and its ancillary procedures
have been formulated in order to regulate the management requirements and handling procedures of
inside information.

e The relevant trainings on information disclosure have been provided to the Company’s management,
subsidiaries and affiliated companies on a sustained basis.

In 2015, we carried out trainings on information disclosure through various ways, covering almost 90%
of the staff. We performed random inspection on the implementation status of certain units, and did not
find any violation. After a year of implementation, we have planned to optimize The Information Disclosure
Management System and its supportive procedures in 2016.

Conclusion

Our Board and the management have placed great emphasis on the continuous improvement in our
corporate governance practices, which is not only a requirement on the Company’s compliance with the
laws and regulations, but also a safeguard for maintenance and enhancement of shareholders’ value.
We will maintain good practice for the corporate governance of the Company by actively enhancing the
communication with the capital market and improving the corporate governance level of the Company.
Through the Corporate Governance Report, the Corporate Governance Code of the Company and the
Company’s website, we provide comprehensive information about our corporate governance practice to
shareholders and other business related parties based on the honest and transparent principle on a regular
and non-regular basis. All Directors, Supervisors and management of the Company will try their best to
practically comply with announced policies and fulfil their commitments. We will continue to monitor and
improve our corporate governance measures in line with regulatory requirements, cumulative experience and
international good practices.
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