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An announcement regarding continuing connected transactions, external guarantee by subsidiary, and connected
transaction of Huaneng Power International, Inc. (the Registrant’), made by the Registrant on January 12, 2018.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should obtain independent
professional advice.

If you have sold or transferred all your shares in Huaneng Power International, Inc., you should at once hand this
circular and, where applicable, the form of proxy and reply slip to the purchaser or transferee or to the bank, or a
licensed securities dealer or other agent through whom the sale or transfer was effected for transmission to the
purchaser or transferee.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility
for the contents of this circular, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of
this circular.

(a Sino-foreign joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 902)

CONTINUING CONNECTED TRANSACTIONS AND
EXTERNAL GUARANTEE BY SUBSIDIARY AND CONNECTED TRANSACTION

Independent Financial Adviser
to the Independent Board Committee and the Independent Shareholders

A letter from the board of Directors of Huaneng Power International, Inc. is set out on pages 5 to 33 of this circular. A
letter from the Independent Board Committee of Huaneng Power International, Inc. is set out on pages 34 to 35 of this
circular. A letter from Gram Capital containing its advice to the Independent Board Committee and the Independent
Shareholders of Huaneng Power International, Inc. is set out on pages 36 to 50 of this circular.

A notice convening the EGM to be held at 9:00 a.m. on 30 January 2018 at the headquarters of the Company at
Conference Room A102, Huaneng Building, 6 Fuxingmennei Street, Xicheng District, Beijing, the PRC together with
the relevant reply slip and proxy form had been issued to Shareholders separately.

If you intend to attend the EGM, you should complete and return the reply slip in accordance with the instructions
printed thereon as soon as possible.

Whether or not you are able to attend, you should complete and return the form of proxy in accordance with the
instructions printed thereon and return it to Hong Kong Registrars Limited at 17M Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, as soon as possible and in any event by not later than 24 hours before the
time appointed for holding such meeting or any adjournment thereof.

Completion and return of the form of proxy will not preclude you from attending and voting at the EGM should you
so wish.
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In this circular, the following expressions have the following meanings unless the context requires otherwise:

“A Shares”

“ADSS”

“Applicable
Percentage
Ratio(s)”

“associate(s)”

“Board”

domestic tradable shares in the ordinary share capital of the Company with a nominal value of
RMB1.00 each, which are listed on the Shanghai Stock Exchange;

American Depositary Shares, each representing the ownership of 40 H Shares, which are listed on
the New York Stock Exchange Inc.;

the relevant percentage ratio(s) calculated in accordance with Rule 14.07 of the Hong Kong Listing
Rules;

has the meaning ascribed to it in the Hong Kong Listing Rules;
the board of Directors of the Companys;

Huaneng Power International, Inc., a sino-foreign joint stock limited company incorporated in the

“Company”, “HPI”"PRC and the H Shares, ADSs and A Shares of which are listed on the Hong Kong Stock Exchange,

“Confirmation
Letter”

“connected
person(s)”

“Director(s)”

“EGM” or
“Extraordinary

General Meeting”

the New York Stock Exchange Inc. and the Shanghai Stock Exchange, respectively;

the Confirmation Letter to be issued to ICBC, Huaneng Group and Shandong Ruyi Technology
Group by Shandong Company in respect of the Guarantee Contract upon consideration and
approval of the Guarantee by the general meeting of the Companys;

has the meaning ascribed to it in the Hong Kong Listing Rules;

the director(s) (including independent non-executive directors) of the Company;

the 2018 first extraordinary general meeting of the Company to be held at 9:00 a.m. on 30 January
2018 at the headquarters of the Company at Conference Room A102, Huaneng Building, 6
Fuxingmennei Street, Xicheng District, Beijing, the PRC to consider and approve (among other
things) the resolution regarding the continuing connected transactions (including the relevant
proposed caps) contemplated under the Huaneng Group Framework and the resolution regarding
the acceptance of the guaranteed loans for working capital relating to Sahiwal Project in Pakistan
by Shandong Companys;




DEFINITIONS

“Gram Capital”,
“Independent

Financial Adviser”

“Guarantee”

“Guarantee
Contract”

“H Shares”

“HIPDC”
“Hong Kong”

“Hong Kong
Listing Rules”
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Gram Capital Limited, a licensed corporation to carry on Type 6 (advising on corporate finance)
regulated activity as defined under the SFO, acting as the independent financial adviser to the
Independent Board Committee and the Independent Shareholders in respect of the purchase of
fuel and transportation services and the sale of products (including the respective proposed caps)
contemplated under the Huaneng Group Framework Agreement;

Shandong Company shall undertake to provide the guarantee as provided by Huaneng Group to
Pakistan Company for the working capital loan in the amount of US$100 million, in accordance

with the terms and conditions of the Guarantee Contract and the Confirmation Letter;

the Guarantee Contract between China Huaneng Group and ICBC entered into between Huaneng
Group and ICBC on 28 September 2017;

overseas listed foreign shares in the ordinary share capital of the Company with a nominal value
of RMB1.00 each, which are listed on the Hong Kong Stock Exchange;

Huaneng International Power Development Corporation;

the Hong Kong Special Administrative Region of the PRC;

the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange;

“Huaneng Finance” China Huaneng Finance Corporation Limited,;

’

“Huaneng Group’
“Huaneng Group
Framework
Agreement”

“Hua Neng HK”

“ICBC”

China Huaneng Group;

the “framework agreement on the continuing connected transactions for 2018 between Huaneng
Power International, Inc. and China Huaneng Group” entered into between the Company and
Huaneng Group on 12 December 2017;

China Hua Neng Group Hong Kong Limited;

Industrial and Commercial Bank of China Limited;
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a committee of the Board established for the purpose of considering the terms and the transaction

« cap of the purchase of fuel and transportation services and the sale of products (including the
Independent Board .
respective proposed caps) contemplated under the Huaneng Group Framework Agreement,

Committee comprising Mr. Yue Heng, Mr. Xu Mengzhou, Mr. Liu Jizhen, Mr. Xu Haifeng and Mr. Zhang
Xianzhi, the independent non-executive Directors of the Company;
Shareholder(s) other than Huaneng Group and HIPDC and their respective associates, and who are
“Independent not involved in, or interested in the transaction contemplated under the Huaneng Group
Shareholder(s)”  Framework Agreement and the acceptance of the guaranteed loans for working capital relating to
Sahiwal Project in Pakistan by Shandong Company;
“Jilin Power” Huaneng Jilin Power Generation Limited;

“Latest Practicable 9 January 2018, being the latest practicable date prior to the printing of this circular for

Date” ascertaining certain information contained herein;
“NDRC” National Development and Reform Commission of the PRC;
“NEA” National Energy Administration of the PRC;

the notice for convening the EGM dated 15 December 2017, which has been issued to the
“Notice of EGM” Shareholders separately and a copy of which can be downloaded from the Company’s website
(www.hpi.com.cn) and the website of the Stock Exchange (www.hkex.com.hk);
“PRC”, “China”  The People’s Republic of China;
“RMB” Renminbi, the lawful currency of the PRC;

“Pakistan CompanyHuaneng Shandong Ruyi (Pakistan) Energy (Private) Limited;

Shandon§ Huaneng Shandong Power Generation Co., Ltd.;
Company
“Shandong Ruyi . )
Technology Group,,Shandong Ruyi Technology Group Co., Ltd.;
“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong);
RSulllzgghal Listing The Rules Governing the Listing of Securities on the Shanghai Stock Exchange;
-3-
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“Shareholder(s)” the shareholder(s) of the Company;
“Stock ExchangeThe Stock Exchange of Hong Kong Limited; and

“subsidiaries”  has the meaning ascribed to it in the Hong Kong Listing Rules.
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(a Sino-foreign joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 902)

Executive Directors: Legal Address:

Cao Peixi Huaneng Building

Liu Guoyue 6 Fuxingmennei Street

Fan Xiaxia Xicheng District
Beijing 100031

Non-executive Directors: PRC

Huang Jian

Wang Yongxiang

Mi Dabin

Guo Hongbo

Cheng Heng

Lin Chong

Independent Non-executive Director:
Yue Heng

Xu Mengzhou

Liu Jizhen

Xu Haifeng

Zhang Xianzhi

12 January 2018
To the Shareholders
Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
AND

EXTERNAL GUARANTEE BY SUBSIDIARY
AND CONNECTED TRANSACTION

1.INTRODUCTION

The Company published two announcements both dated 13 December 2017 regarding the continuing connected
transactions arising from the Huaneng Group Framework Agreement and the External Guarantee by Subsidiary and
Connected Transaction, respectively. As stated in the announcements, the Company shall issue a circular to the
Shareholders containing further information of the continuing connected transactions as contemplated by the Huaneng
Group Framework Agreement and the External Guarantee by Subsidiary and Connected Transaction.

10
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Continuing Connected Transactions under the Huaneng Group Framework Agreement

Under the Shanghai Listing Rules, the conduct of the continuing connected transactions for 2018 with Huaneng Group
and its subsidiaries and associates shall be approved by the Independent Shareholders as one single ordinary
resolution, the Company, for administrative purpose, entered into one framework agreement (i.e. Huaneng Group
Framework Agreement) covering ten types of continuing connected transactions, namely, (i) purchase of ancillary
equipment and parts; (ii) purchase of fuel and transportation services; (iii) leasing of facilities, land and office spaces;
(iv) technical services, engineering contracting services and other services; (v) provision of entrusted sale services;
(vi) sale of products; (vii) purchase of electricity; (viii) sale of electricity; (ix) purchase of heat; and (x) trust loans and
entrusted loans.

Given that the ten types of transactions are by nature not inter-dependent to each other, the transaction amounts of the
ten types of transactions are not aggregated for purpose of the Hong Kong Listing Rules. Instead, under the Hong
Kong Listing Rules, the notification, publication and shareholders’ approval requirements will primarily be decided by
reference to the transaction scale of each type of transactions. Of the ten types of continuing connected transactions
with Huaneng Group and its subsidiaries and associates, the transaction regarding trust loans and entrusted loans is
exempted from the reporting, announcement and Independent Shareholders’ approval requirements pursuant to Rule
14A.90 of the Hong Kong Listing Rules. As the transaction scale of each of (i) purchase of ancillary equipment and
parts, (ii) leasing of facilities, land and office spaces, (iii) technical services, engineering contracting services and
other services; (iv) provision of entrusted sale services, (v) purchase of electricity, (vi) sale of electricity and (vii)
purchase of heat does not exceed 5% of the Applicable Percentage Ratios, those transactions shall be subject to the
reporting, annual review and announcement requirements under the Hong Kong Listing Rules. As the transaction
scales in relation to the purchase of fuel and transportation services and the sale of products exceed 5% of the
applicable percentage ratios, the conduct of purchase of fuel and transportation services and the sale of products
(including their respective proposed caps) contemplated under the Huaneng Group Framework Agreement between
the Company (and its subsidiaries) and Huaneng Group (and its subsidiaries and associates) shall require Independent
Shareholders’ approval. However, as required by the Shanghai Listing Rules, the Company is required to propose as
one single ordinary resolution for all continuing connected transactions for 2018 between the Company (and its
subsidiaries) and Huaneng Group (and its subsidiaries and its associates) for approval by the Independent
Shareholders at the EGM as Huaneng Group together with its subsidiaries and associates are all being treated as
concerted related parties of the Company under the Shanghai Listing Rules. Accordingly, with respect to ordinary
resolution no.1 as set out in the Notice of EGM, all the ten types of the continuing connected transactions for 2018
contemplated under the Huaneng Group Framework Agreement will be treated as one single resolution.

To comply with the requirements of the Hong Kong Listing Rules, the Independent Board Committee will advise the
Independent Shareholders in connection with the continuing connected transaction regarding the purchase of fuel and
transportation services and the sale of products (including their respective proposed caps) contemplated under the
Huaneng Group Framework Agreement. The letter from the Independent Board Committee to the Independent
Shareholders is included in this circular. Gram Capital has been appointed as the independent financial adviser to
advise the Independent Board Committee and the Independent Shareholders on (i) the fairness and
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reasonableness of the purchase of fuel and transportation services and the sale of products (including the respective
proposed caps) contemplated under the Huaneng Group Framework Agreement, and (ii) whether such transactions
(including their respective proposed caps) under the above agreement are in the interests of the Company and its
Shareholders as a whole. The letter of advice from Gram Capital to the Independent Board Committee and the
Independent Shareholders is also included in this circular.

Under the Hong Kong Listing Rules, Gram Capital is only required to opine on the continuing connected transaction
relating to the purchase of fuel and transportation services and the sale of products (including the respective proposed
caps) contemplated under the Huaneng Group Framework Agreement and, in which case, Gram Capital will not
provide opinion on the other transactions contemplated under the Huaneng Group Framework Agreement (the “Other
Transactions”). Notwithstanding such arrangement, the Company still includes details of the Other Transactions in this
circular so that Shareholders can have a full picture of all transactions as contemplated under the Huaneng Group
Framework Agreement. The Company believes that on such basis, the Independent Shareholders have been provided
with sufficient information so as to make an informed decision in the voting of the relevant proposed resolution at the
EGM.

External Guarantee by Subsidiary and Connected Transaction

According to the Hong Kong Listing Rules, the Guarantee involves a subsidiary of the Company undertaking the
guarantee provided by Huaneng Group for Pakistan Company. As Huaneng Group is a connected person of the
Company, the Guarantee constitutes a connected transaction under the Hong Kong Listing Rules. Since the transaction
scale of the Guarantee does not exceed 5% of the applicable percentage ratios as calculated in accordance with Rule
14.07 of the Hong Kong Listing Rules, the Guarantee shall only be subject to the reporting and announcement
requirements under Rules 14A.71 and 14A.35 of the Hong Kong Listing Rules, but is exempt from the Independent
Shareholders’ approval requirement.

However, according to the Shanghai Listing Rules, as the gearing ratio of Pakistan Company exceeds 70%, the
Guarantee has to be submitted to the EGM for consideration and approval. As the acceptance of the guaranteed loans
for working capital to Sahiwal Project in Pakistan by Shandong Company is subject to Independent Shareholders’
approval under the Shanghai Listing Rules, the information regarding the External Guarantee by Subsidiary and
Connected Transaction contained in this circular is not prepared in accordance with Chapter 14 or Chapter 14A of the
Hong Kong Listing Rules but only prepared to provide information for the Shareholders.

Purpose of this circular
The purpose of this circular is:

to provide you with further information in relation to the transactions contemplated under the Huaneng Group
Framework Agreement and the External Guarantee by Subsidiary and Connected Transaction;

®
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to set out the letter of advice from Gram Capital to the Independent Board Committee and the Independent
Shareholders and the recommendation of the Independent Board Committee as advised by Gram Capital regarding
the continuing connected transaction on the purchase of fuel and transportation services and the sale of products
(including the respective proposed caps) contemplated under the Huaneng Group Framework Agreement; and

(ii)

to seek your approval of the ordinary resolutions in relation to the transactions contemplated by the Huaneng
(iii) Group Framework Agreement (including the proposed caps) and the External Guarantee by Subsidiary and
Connected Transaction, which have been respectively set out in the Notice of the EGM.

Independent Shareholders are advised to read this circular carefully for details of all the continuing connected
transactions contemplated under the Huaneng Group Framework Agreement and the External Guarantee by
Subsidiary and Connected Transaction before making their decision as regards voting. Independent Shareholders
should also note that with respect to the ordinary resolution regarding the Huaneng Group Framework Agreement
proposed at the EGM, if they vote in favour of such resolution, they would approve all the continuing connected
transactions contemplated under the Huaneng Group Framework Agreement and the (including the purchase of fuel
and transportation services, the sale of products and Other Transactions). In the event that the resolution proposed at
the EGM as regards the Huaneng Group Framework Agreement is not approved by the Independent Shareholders, all
continuing connected transactions contemplated under the Huaneng Group Framework Agreement (including the
purchase of coal and transportation services, the sale of products and Other Transactions) would not be carried out by
the Company.

2.RELATIONSHIP BETWEEN THE PARTIES

The Company and its subsidiaries mainly develop, construct, operate and manage large-scale power plants in China
nationwide. It is one of the largest listed power producers in China, with a controlled generation capacity of 102,502
MW and equity-based generation capacity of 91,938 MW.

Huaneng Group is principally engaged in the operation and management of enterprise investments development,
investment, construction, operation and management of power plants; organising the generation and sale of power
(and heat); and the development, investment, construction, production and sale of products in relation to energy,
transportation, new energy and environmental protection industries.

As at the Latest Practicable Date, HIPDC, being the direct controlling shareholder of the Company, holds 33.33% of
the total equity interest in the Company, while Huaneng Group holds a 75% direct equity interest and a 25% indirect
equity interest in HIPDC. In addition, Huaneng Group holds a 10.23% direct equity interest in the Company, a 3.11%
indirect equity interest in the Company through Hua Neng HK (a wholly-owned subsidiary of Huaneng Group) and a
0.49% indirect equity interest in the Company through Huaneng Finance (a controlling subsidiary of Huaneng Group).
Huaneng Group is the ultimate controlling shareholder of the Company.

-8-
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Under Chapter 14A of the Hong Kong Listing Rules, Huaneng Group is a connected person of the Company while the
transactions between the Company and Huaneng Group (including its subsidiaries and associates) constitute
connected transactions of the Company, and are subject to the relevant disclosure and/ or Independent Shareholders’
approval requirements as stipulated in the Hong Kong Listing Rules.

The Company holds 80% equity interests in Shandong Company while the remaining 20% equity interest of
Shandong Company is held by Huaneng Group. Shandong Company is a connected subsidiary of the Company.

Pakistan Company is funded and established jointly by Shandong Company and Shandong Ruyi Technology Group in
May 2014. Shandong Company holds a 50% equity interest in Pakistan Company. The registered address of Pakistan
Company is in Lajar, Pakistan, and the scope of operation is production and sales of electricity, gas and related
by-products. As at 30 November 2017, total assets in the financial statements of Pakistan Company amounted to
RMB13.415 billion, total liabilities amounted to RMB11.034 billion (among which, total bank borrowings were
RMB10.325 billion and current liabilities were RMB1.996 billion), net assets amounted to RMB2.382 billion,
operating income amounted to RMB494 million and net profit was RMB75 million.

3.HUANENG GROUP FRAMEWORK AGREEMENT

The Company entered into a framework agreement with Huaneng Group on 5 December 2016 (the “2017 Huaneng
Group Framework Agreement”) for the purpose of governing the conduct of certain continuing connected transactions
between the Company and Huaneng Group (and its subsidiaries and associates) in 2017. The 2017 Huaneng Group
Framework Agreement expired on 31 December 2017. In order to continue the relevant transactions, the Company
entered into the Huaneng Group Framework Agreement with Huaneng Group on 12 December 2017 for a term
commencing on 1 January 2018 and expiring on 31 December 2018.

Pursuant to the Huaneng Group Framework Agreement, the Company and its subsidiaries will conduct the following
transactions with Huaneng Group and its subsidiaries and associates on an on-going basis:

(1)Purchase of ancillary equipment and parts

Due to operational needs, the Company and its subsidiaries have to purchase ancillary equipment and parts which
include mainly the raw materials and ancillary equipment and other installation and products relevant to the
production operation for the infrastructure construction works for power plants. Pursuant to the provisions of the 2017
Huaneng Group Framework Agreement with respect to the purchase of ancillary equipment and parts in 2017 by the
Company and its subsidiaries from Huaneng Group and its subsidiaries and associates, the annual cap of such
transactions for 2017 was set at RMB1.4 billion. During the period from 1 January 2017 to 31 October 2017, the
aggregate transaction amount (unaudited) in respect of the purchase of ancillary equipment and parts by the Company
and its subsidiaries from Huaneng Group and its subsidiaries and associates was approximately RMB214 million. It is
estimated that by the end of 2017, the actual aggregate transaction amount will not exceed the anticipated transaction
amount of 2017. The difference between the estimated transaction amount and the actual transaction amount was
primarily due to the
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scale-down of the newly acquired thermal power projects of the Company for 2017 as compared with the previous
year, attributable to the adjustment according to the actual overall business scale and operation of the Company and
market changes. According to the management policy of the Company and its subsidiaries, the Company will through
tender process enter into arrangement with entities which can offer the lowest prices/most favorable terms to the
Company for the purchase of ancillary equipment and parts. As such, Company and its subsidiaries purchased part of
the ancillary equipment and parts during 2017 from independent third parties at prices which were relatively lower
than the prices offered by Huaneng Group and its subsidiaries and associates. For 2018, the aggregate transaction
amount with respect to the purchase of ancillary equipment and parts by the Company and its subsidiaries from
Huaneng Group and its subsidiaries and associates under the Huaneng Group Framework Agreement is estimated not
to exceed RMB 1.6 billion. Such cap is estimated on the basis of the overall business scale and operation of the power
plants of the Company and its subsidiaries, the expected increase in the need for ancillary equipment and parts from
Huaneng Group and its subsidiaries and associates following completion of the acquisition of certain coal-fired power
plants completed in January 2017 (as a result of which the Company’s installed capacity was increased by 15.937
million KW, equity installed capacity was increased by 13.389 million KW and total installed capacity of generation
units under construction was increased by 3.666 million KW), the increase in the generation capacity of the Company
and its subsidiaries (as of 30 September 2017, the Company had a controlled generation capacity of 102,502 MW and
equity-based capacity of 91,938MW) where the Company and its subsidiaries will procure more ancillary equipment
and parts from Huaneng Group and its subsidiaries and associates, while taking into account at the same time the
benefit of offering favourable prices on bulk purchases by Huaneng Group and its subsidiaries and associates. In
addition, based on the purchaser-oriented pricing process, the historical transaction amount for purchase of ancillary
equipment and parts with Huaneng Group and its subsidiaries and associates is not the sole determining factor in
determining the proposed cap for 2018. Instead, whether or not the proposed annual cap for 2018 in relation to the
purchase of ancillary equipment and parts can be utilized will depend on principally whether the terms offered by
Huaneng Group and its subsidiaries and associates are the most favourable terms under the circumstances.
Accordingly, there exists a possibility that the eventual actual transaction amount in relation to purchase of ancillary
equipment and parts for 2018 may not fully utilize the proposed annual cap for 2018.

The competitive advantage of Huaneng Group and its subsidiaries and associates in the supply of ancillary equipment
and parts is that they are able to offer more favourable prices for bulk purchase of ancillary equipment and parts.
Taking into consideration the ability of Huaneng Group and its subsidiaries and associates to offer more favourable
prices for ancillary equipment and parts, and owing to their close relationships with the Company and its subsidiaries,
Huaneng Group and its subsidiaries and associates are able to provide the Company with the ancillary equipment and
parts in a timely and reliable manner, thereby minimising the management and operational costs of the Company.

Pursuant to the Huaneng Group Framework Agreement, the terms and the prices with respect to the purchase of
ancillary equipment and parts by the Company and its subsidiaries from Huaneng Group and its subsidiaries and
associates are negotiated at arm’s length terms, taking into account the then prevailing market conditions; but in any
event at the terms and prices no less favourable than those offered to the Company and its subsidiaries by an
independent third party for the same or

-10 -
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similar type of ancillary equipment and parts. In addition, the payment of such purchases will be settled in cash in
arrears, or in accordance with the payment terms agreed by the relevant parties in the contracts to be entered into
pursuant to such framework agreement.

The Board (including the independent non-executive Directors) is of the view that the transactions for the purchase of
ancillary equipment and parts as contemplated by the Huaneng Group Framework Agreement were entered into: (i) in
the ordinary and usual course of business of the Company; (ii) on normal commercial terms (on arm’s length basis or
on terms no less favourable to the Company than terms available from independent third parties); and (iii) on terms
and proposed caps that are fair and reasonable and in the interest of the Company and its shareholders as a whole.

As the Applicable Percentage Ratios relating to the scale of the transactions in question do not exceed 5%, such
transactions are only subject to the reporting and announcement requirements under Rules 14A.71 and 14A.35 of the
Hong Kong Listing Rules but are exempt from the Independent Shareholders’ approval requirements. In addition, the
Company will, with respect to the transactions in question, comply with the requirements under Rules 14A.55 to
14A.59 of the Hong Kong Listing Rules in respect of the annual review of these continuing connected transactions. If
the actual aggregate amount of such transactions during the year ending 31 December 2018 exceeds the above cap (i.e.
RMB1.6 billion), the Company will further comply with the requirements under Rule 14A.54 of the Hong Kong
Listing Rules.

(2)Purchase of fuel and transportation services

The Company’s main fuel for power generation is coal. Pursuant to the Huaneng Group Framework Agreement, the
Company and its subsidiaries will purchase fuel and coal transportation services from Huaneng Group and its
subsidiaries and associates at prices and charges calculated by reference to RMB/ton and the actual weight of carriage,
with arm’s length terms taking into account the then market conditions, and in any event the terms of the purchases of
coal and the transportation services shall be no less favourable than those offered by independent third parties to the
Company and its subsidiaries for the same or similar type of coal supply or transportation services.

Pursuant to the provisions of the 2017 Huaneng Group Framework Agreement with respect to the purchase of fuel and
transportation services in 2017 by the Company and its subsidiaries from Huaneng Group and its subsidiaries and
associates, the cap of the aggregate transaction amount for 2017 was set at RMB38.7 billion. During the period from 1
January 2017 to 31 October 2017, the aggregate transaction amount (unaudited) for purchase of fuel and
transportation services by the Company and its subsidiaries from Huaneng Group and its subsidiaries and associates
was approximately RMB17.732 billion. It is estimated that by the end of 2017, the actual aggregate transaction
amount will not exceed the anticipated transaction amount of 2017. The difference between the estimated transaction
amount and the actual transaction amount was primarily due to the adjustment according to the actual operations of
the Company and market changes where demand was far less than expected; and the changes in the coal market and
transportation market as compared with expectation, resulting in a substantial difference between the estimated
transaction amount and the actual transaction amount.

-11 -
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The cap of the transaction amount for purchase of fuel and transportation services by the Company and its subsidiaries
from Huaneng Group and its subsidiaries and associates pursuant to the Huaneng Group Framework Agreement in
2018 is estimated to be RMB35.9 billion. The payment of the consideration will be settled in cash in arrears, or in
accordance with the payment terms agreed by the relevant parties in the contracts to be entered into pursuant to the
framework agreement. The cap of such amount is set on the basis of the overall business scale and operation of the
power plants of the Company and its subsidiaries according to market expectation, the estimated demand of coal (in
RMB) (which was calculated based on the estimated demand of coal (in tonne) for the year ending 31 December 2018
and the estimated coal price for the year ending 31 December 2018), as well as the estimated transportation service
costs for the year ending 31 December 2018. In arriving at the cap amount, the Company also takes into account at the
same time the ability of Huaneng Group and its subsidiaries and associates to offer favourable prices on bulk
purchases of coal and transportation services, the anticipated increase in the generation capacity following completion
of the acquisition of certain coal-fired power plants completed in January 2017, the scale of operation of the Company
and its subsidiaries (as at 30 September 2017, the Company and its subsidiaries had a controlled generation capacity
of 102,502MW, of which 87,509MW was attributable to controlled coal-fired generating units) and the estimated coal
prices for the year as compared to the coal price level as at 31 December 2016. In addition, through the
purchaser-oriented pricing process, the Company can independently choose and purchase from the best offer
according to the actual market conditions within the parameters of the Company’s procurement strategies.
Accordingly, the historical transaction amount for purchase of fuel and transportation services with Huaneng Group
and its subsidiaries and associates is not the sole determining factor in determining the proposed annual cap for 2018.
Instead, Huaneng Group and its subsidiaries and associates are placed on the same footing as the Company’s other
suppliers who can be awarded the contracts with the Company only if they can offer the most favourable terms to the
Company in accordance with the Company’s procurement policy. As such, there exists a possibility that the eventual
actual transaction amount in relation to purchase of fuel and transportation services for 2018 may not fully utilize the
proposed annual cap for 2018.

The competitive advantage of Huaneng Group and its subsidiaries and associates in the supply of fuel and
transportation services is that they can offer more favourable prices for bulk purchase of fuel and transportation
services. Taking into consideration the ability of Huaneng Group and its subsidiaries and associates to offer more
favourable prices for purchases of fuel and transportation services, and owing to their close relationships with the
Company and its subsidiaries, Huaneng Group and its subsidiaries and associates are able to provide the Company and
its subsidiaries with fuel and transportation services in a timely and reliable manner, thereby minimising the
management and operational costs of the Company and its subsidiaries.

The Board (including the independent non-executive Directors) are of the view that the transactions for the purchase
of fuel and transportation services from Huaneng Group and its subsidiaries and associates contemplated under the
Huaneng Group Framework Agreement were entered into: (i) in the ordinary and usual course of business of the
Company; (ii) on normal commercial terms (on arm’s length basis or on terms no less favourable to the Company than
terms available from independent third parties); and (iii) on terms and proposed caps that are fair and reasonable and
in the interest of the Company and its shareholders as a whole.
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As the Applicable Percentage Ratios relating to the transaction scale for the purchase of fuel and transportation
services by the Company and its subsidiaries from Huaneng Group and its subsidiaries and associates exceed 5%,
such transactions shall be subject to the reporting and announcement requirements under Rules 14A.71 and 14A.35 of
the Hong Kong Listing Rules and the requirement to obtain approval from the Independent Shareholders. The
Company has conducted a detailed survey in respect of its short-term and long-term operational demand for coal and
coal transportation services. The Company is of the view that before the convening of the EGM, such transactions will
not (and the Company will through its internal control system ensure that such transactions will not) exceed the
relevant thresholds that require Independent Shareholders’ approval under the Hong Kong Listing Rules.

(3)Leasing of facilities, land and office spaces

For operational needs, the Company and its subsidiaries have to lease facilities, land and office spaces (mainly
including power transmission and transformation assets, vessels, land and office spaces for power plants, etc.) from
Huaneng Group and its subsidiaries and associates. Pursuant to the provisions of the 2017 Huaneng Group Framework
Agreement with respect to the leasing of facilities, land and office spaces in 2017 by the Company and its subsidiaries
from Huaneng Group and its subsidiaries and associates, the cap of the relevant transaction amount for 2017 was set at
RMB300 million. During the period from 1 January 2017 to 31 October 2017, the aggregate transaction amount
(unaudited) which has already been paid by the Company and its subsidiaries to Huaneng Group and its subsidiaries
and associates for leasing of facilities, land and office spaces was approximately RMB175 million. It is estimated that
by the end of 2017, the actual aggregate transaction amount will not exceed the anticipated transaction amount of
2017. The difference between the actual transaction amount and the cap for 2017 was largely due to the fact that the
leasing fees for certain power plants were reduced to make adjustments in repair and maintenance by Huaneng Group
and its subsidiaries and associates. Pursuant to the Huaneng Group Framework Agreement, the transaction amount
with respect to the leasing of facilities, land and office spaces by the Company and its subsidiaries from Huaneng
Group and its subsidiaries and associates in 2018 is estimated not to exceed RMB300 million. Accordingly, the
estimate of such cap amount is based on the existing overall business scale and operation of the power plants of the
Company and its subsidiaries, the anticipated development and growth of such power plants as deemed reasonable by
the Company and its subsidiaries, taking into account at the same time the benefit of favourable prices offered by
Huaneng Group and its subsidiaries and associates for leasing of facilities, land and office spaces. Please refer to
section headed “Measures to Safeguard the Interest of the Independent Shareholders” for pricing mechanism

In respect of leasing of facilities, land and office spaces, the competitive advantage of Huaneng Group and its
subsidiaries and its associates is their ability to offer more favourable prices for leasing of facilities, land and office
spaces. Taking into consideration the ability of Huaneng Group and its subsidiaries and associate in offering more
favourable prices for leasing of facilities, land and office spaces, and owing to their close relationships with the
Company and its subsidiaries, Huaneng Group and its subsidiaries and associates are able to provide the Company
with the leased facilities, land and office spaces in a timely and reliable manner, thereby minimising the management
and operational costs of the Company and its subsidiaries.
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Pursuant to the Huaneng Group Framework Agreement, the terms and the prices with respect to the leasing of
facilities, land and office spaces to the Company and its subsidiaries by Huaneng Group and its subsidiaries and
associates are negotiated at arm’s length terms, taking into account the then prevailing market conditions; but in any
event at the leasing terms and prices no less favourable than those offered to the Company and its subsidiaries by
independent third parties for the same or similar types of leased facilities, land and office spaces. In addition, the
payment will be settled in cash, or in accordance with the payment terms agreed by the relevant parties in the contracts
to be entered into in future pursuant to the framework agreement.

The Board (including the independent non-executive Directors) is of the view that the transactions for the leasing of
facilities, land and office spaces contemplated under the Huaneng Group Framework Agreement were entered into: (i)
in the ordinary and usual course of business of the Company; (ii) on normal commercial terms (on arm’s length basis
or on terms no less favourable to the Company than terms available from independent third parties); and (iii) on terms
and proposed caps that are fair and reasonable and in the interest of the Company and its shareholders as a whole.

As the Applicable Percentage Ratios relating to the scale of the transactions in question do not exceed 5%, such
transactions are only subject to the reporting and announcement requirements under Rules 14A.71 and 14A.35 of the
Hong Kong Listing Rules but are exempt from the Independent Shareholders’ approval requirements. In addition, the
Company will, with respect to the transactions in question, comply with the requirements under Rule 14A.55 to
14A.59 of the Hong Kong Listing Rules in respect of conducting annual reviews of these continuing connected
transactions. If the actual aggregate amount of such transactions during the year ending 31 December 2018 exceeds
the above cap (i.e. RMB300 million), the Company will further comply with the requirements under Rule 14A.54 of
the Hong Kong Listing Rules.

(4) Technical services, engineering contracting services and other services

The reciprocal technical services, engineering contracting services and other services between the Company and its
subsidiaries and Huaneng Group and its subsidiaries and associates mainly include the provision of maintenance
services for power plants’ monitoring systems, real-time consolidation of project data, trial run of generating units,
supervision of manufacture of facilities for construction works in progress and insurance services by Huaneng Group
and its subsidiaries and associates to the Company and its subsidiaries. At the same time, the Company and its
subsidiaries provide operation/production and related coastal port supportive services to Huaneng Group and its
subsidiaries and associates. Pursuant to the 2017 Huaneng Group Framework Agreement, the cap for the aggregate
transaction amount with respect to the purchase of technical services, engineering contracting services and other
services by the Company and its subsidiaries from Huaneng Group and its subsidiaries and associates and the
provision of operation/production and related coastal port supportive services from the Company and its subsidiaries
to Huaneng Group and its subsidiaries and associate for 2017 were set at RMB2.4 billion, i.e. being RMB1.755 billion
the fees for the technical services, engineering contracting services and other services and RMB625 million the fees
for the operation/production and related coastal port supportive services. During the period from 1 January 2017 to 31
October 2017, the aggregate transaction amount (unaudited) for the purchase of technical services, engineering
contracting services and other services by the Company and its subsidiaries from Huaneng Group and its subsidiaries
and associates and the provision of operation/production
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and related coastal port supportive services from the Company and its subsidiaries to Huaneng Group and its
subsidiaries and associate were approximately RMB615 million, i.e. being approximately RMB611.2 million the fees
for the technical services, engineering contracting services and other services and approximately RMB3.8 million the
fees for the operation/production and related coastal port supportive services. It is estimated that by the end of 2017,
the actual aggregate transaction amount will not exceed the anticipated transaction amount of 2017. The difference
between the estimated transaction amount and the actual transaction amount was primarily due to the fact that
adjustments were made to the projected transactions based on the Company’s actual business scale and operation as a
whole and the changes in market conditions.

Pursuant to the Huaneng Group Framework Agreement, the transaction amount with respect to the purchase of
technical services, engineering contracting services and other services by the Company and its subsidiaries from
Huaneng Group and its subsidiaries and associates and the provision of operation/production and related coastal port
supportive services from the Company and its associates to Huaneng Group and its subsidiaries and associates in 2018
are estimated not to exceed RMB2.1 billion, i.e. RMB1.475 billion the fees for the technical services, engineering
contracting services and other services and RMB625 million the fees for the operation/production and related coastal
port supportive services. The estimate of such cap is based on the one hand on the existing overall business scale and
operation of the power plants of the Company and its subsidiaries as well as the anticipated development and growth
of such power plants as deemed reasonable by the Company and its subsidiaries, having taken into account the benefit
of favourable prices for the purchase of technical services and engineering contracting services and other services
offered by Huaneng Group and its subsidiaries and associates. On the other hand it also took into consideration the
national carbon policies promulgated by the State such that the Company and its subsidiaries will need more services
from Huaneng Group and its subsidiaries and associates to monitor the carbon emission level of the power plants of
the Company and its subsidiaries in order to comply with the policies. In addition, the purchaser-oriented process
enables the Company to be at liberty to choose and compare <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>