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+ Guest Contributions

The U.S. Commercial Service in China welcomes contributions from guest authors and other
organizations. The views and opinions of guest contributions do not necessarily represent those of the
Commercial Service or U.S. Government. Inclusion does not represent or imply endorsement of the
individual or organization. If you are interested in contributing, please contact Michael Wang at
Jianhong.Wang@mail.doc.gov.

China's PV Policy and it’s Impact on Business
By Shine Magazine

The embryonic stage of China's photovoltaic industry began in the nineties. Helped by the German
"Renewable Energy Law" in 2004, China's photovoltaic industry has recently developed and grown at a
rapid pace. The output for PV cells in 2007 was 1.1GW and grew to be 1.78 GW in 2008, making China
the world’s largest PV development center. The application of China's photovoltaic industry is far behind
Chinese manufacturers’ development; with only 35MW in 2008, the installed capacity of PV systems is
an embarrassment. A serious imbalance in supply and demand makes China's photovoltaic enterprises
largely dependent on the development and maintenance of the European and American markets.

Despite great achievements, emerging pitfalls cannot be ignored. China's photovoltaic businesses
are affected hardest in this financial crisis. Also, markets in Europe and the United States complain that
Chinese companies are "dumping”. However, they also lament that they "consume the country's energy
to achieve a clean country for westerners."

The Change in Chinese PV Installation Quantity

Year 1996 | 2000 2002 2004 2005 2006 2007 | 2008
Annual Installation 0.16 0.33 2.03 10 5 10 15 35
Quantity

%Y/Y 106.25 | 515.15 392.61 | -50.00 | 100.00 | 50.00 | 133.33
Total 9.6 19 45 65 70 80 95 130
Installation(MW)

Source: National Development Reform Commission
Hardships for China's New Energy Policy

At this early stage, PV enterprises in China, together with trade associations, have been calling for
subsidies from the Chinese government. There is still no Ministry of Energy in China, only an energy
bureau (National Energy Administration, or NEA) founded under the National Development Reform
Commission (NDRC). Therefore, the renewable energy policy has to be applied by NDRC. In 2006, they
released "the price of renewable energy power generation and management of the pilot scheme for

Visit us at: To subscribe/unsubscribe:
www.buyusa.gov/china/en cschina.subscribe@mail.doc.gov



mailto:Jianhong.Wang@mail.doc.gov

cost-sharing", which increased the sales price by one per cent for the development of renewable energy.
In 2008, it was again raised by another one per cent when the electricity price was adjusted. Overall,
compared with developed countries, China is relatively slow in making policies to promote PV industry
development. This is partially due to the financial situation, the high cost of photovoltaic products, and
the lack of a complete industrial chain in China. The most important reason for slow progress of China’s
PV development is likely to be that the government refuses to give PV industry enough attention as it
deserves. When asked for an expected date to introduce any new PV industry development policy, the
relevant government departments generally responded with: "we are discussing it, but the specific time
is yet to be determined."

All has changed in 2009. After the financial crisis, China launched a "3 trillion policy" to stimulate the
economy. The initial fund for new energy and environmental protection was 210 billion yuan. However,
at that time, the development of industry did not include the new energy, an official at the National
Development and Reform Commission explained.

With the deepening of the "carbon currency" concept, China is experiencing much more pressure to
improve their carbon emissions. Needless to say, they have a long way to go. At the G20 summit and
after the financial crisis, the United States and Europe have given more importance to new energy and
its development prospects. These issues have reinstated the Chinese leaders’ determination to develop
new energy. However, just a few months ago, developing the new energy policy was included in Premier
Wen Jiabao's governmental report for the first time. Now, new energy has risen to be included in China's
major industry revitalization plans.

Although China’s level of development for the renewable energy sector is on par with the U.S. and Great
Britain, China’s growing population and economy make its current level unacceptable. Therefore, China
is right to invest in renewable energy, and mainly solar, as it is the best option for China.

The Prelude for PV Policy

The Chinese government started promoting the PV industry. Examples for new projects include the
10MW solar power plant project in Dunhuang City, Gansu Province started on March 22, 2009. Different
from the project of Chongming Island power station in Shanghai and the power plant in Erdos of Inner
Mongolia, both enjoy 4 yuan / kWh subsidies, the significance of Dunhuang project is that it is China's
first commercially operated PV power station. The Chinese government also hoped that a successful bid
to the Dunhuang project would give them a better understanding on the cost of photovoltaic power
generation. But, it came out at such a low price- "0.69 yuan / kWh ", which does not represent the true
cost of photovoltaic enterprises. After 3 months of arguments and discussions, the Dunhuang project
was settled. They chose the second lowest bid of 1.09 yuan / kWh. This project is a demonstration
project and will help shape the ways of government subsidies to the future development of the
photovoltaic industry.

On March 26, 2009, the Chinese Ministry of Finance and the Ministry of Construction of Housing and
Urban and Rural areas jointly issued the "Regulations on accelerating the application of BIPV
implementation guideline". Soon after, the interim method and interpretation on this policy were
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announced. The subsidy in 2009 is 20 yuan / watt. According to a survey conducted by Shine Magazine,
the price of photovoltaic components in China is about 15 yuan /watt, while the installation costs are
slightly higher than 20 yuan /watt.

Shine Magazine believes that the meaning from the guidance is far more profound than the direct
promotion. Although the total amount of subsidies is still not clear, Shine Magazine estimated that the
government subsidies are between 2 billion-3 billion Yuan at the most. Taking the cost reduction into
account, the total installed PV power plant in China for 2009 is 260MW-300MW.

Thin-film battery, with its good applicability to BIPV, has won the favor of investors. Now more and
more thin-film batteries are for new projects for implementation and expansion in China.

The implementation guideline has set rigid rules on the efficiency of application components: the
efficiency of single crystal components should be more than 16%; the efficiency of polycrystalline should
be more than 14 percent, which requires the efficiency of selected single cells to be at 16.5% and the
efficiency of polycrystalline to be at 14.5 %. However, it constrains the development of UMG-Si cells to
some extent.

The subsidy policy prioritizes the grid electricity generating projects, and projects that will help with the
power supply for schools, hospitals, government buildings and other public buildings. Ronggiang Cui,
professor from Shanghai Jiaotong University, said: "Although there still lack explicit rules on government
subsidies, it is a good start after all. It indicates that the Chinese government has a position on on PV
industry." However, it is not enough and there is still a long way to go.

3 Trillion & 1.8 GW

On the day the new policy was released, Jiangsu Province announced that the province was undertaking
a three-year scheme for an aggregated application of 260MW. This can promote the solar energy
applications and relieve the outlet pressure, such as Suntech, Trina Solar and CSI. Shanghai, Zhejiang,
Jiangxi and other prvinces followed and developed their own PV industry policies. Shine Magazine’s
researches indicated that more than two-thirds of China’s 34 provincial-level administrative regions are
promoting the development of solar energy in varying degrees.

In mid-May, the National Development and Reform Commission officials disclosed that a number of PV
power stations would be built and the total installed capacity would be several hundred MW. By the
year of 2010, solar power generation will reach 300MW, and 1.8GW in 2020. It was reported that China
will investment RMB3 trillion Yuan on renewable energy by 2020. According to inside information
obtained by Shine Magazine, Gansu and Qinghai will become the first choices for solar energy
applications in China.

The Status of Chinese PV Industry

Nine Chinese PV enterprises including CSI, China Sunergy, JA Solar, LDK, ReneSola, Linyang Solarfun,
Suntech Power, Trina Solar, Yingli Green Energy have announced their financial results for Q1 2009 in
late May. Generally speaking, the first quarter of PV industry shipments is not good, with a huge drop of
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average delivery price. This has led to a general decline in sales. In addition, high inventory and lower
capacity utilization have driven the costs up to the point that the profit margins have been seriously
diminished. However, the executives from the above listed companies, and industry analysts as well, still
have full confidence in the second quarter and toward the second half of the year. Generally, the second
half of the year may account for about two-thirds of shipments and the shipping price will tend to level.

Glance at the 2009 Q1 of Chinese PV Listed Companies (Unit: $)

The Name of Stock Code Delivering Sales Gross Net Profits
Company Amount Profits
Csl csiQ 18MW 49.46 million -3.89 million | -4.78 million
China Sunergy CSUN 23.9MW 37.04 million -8.78 million | -15.89
million
JA Solar Holdings Co., | JASO 24MW 33.91 million -20.89 -28.29
Ltd. million million
LDK Solar LDK 206 MW 283.26 million | 4.92 million | -22.50
million
Yuhui Solar Energy SOL 90.5MW 106.95 million | -51.09 -
Source Co. Ltd million 30.02million
Solarfun Power SOLF 35. 7MW 100.13 million | 7.24 million | -1.02 million
Holdings Co., Ltd.
Suntech Power STP Undisclosed | 315.66 million | 56.29 1.79 million
Holdings million
Trina Solar Limited TSL 48.8MW 132.11 million | 22.71 -10.62
million million
Yingli Solar YGE Undisclosed | 146.34 million | 22.32 -20.72
million million

Source: Shine Magazine

About Shine Magazine

Shine Magazine, is a monthly publication by Shinergy International Limited. The magazine provides its
readers with market information, technologies, products, and policy analysis in world’s PV industry,
focusing on China. Shine Magazine is sponsored by Chinese Academy of Sciences (CASS) and supported
by China’s National Development and Reform Commission (NDRC), Ministry of Science and Technology

Visit us at:
www.buyusa.gov/china/en

To subscribe/unsubscribe:
cschina.subscribe@mail.doc.gov




(MOST), Ministry of Environmental Protection (MEP), Ministry of Industry and Information Technology
(MIT), and Circular Economy Research Institute of CASS.

For more information, please visit the following two websites:
http://www.solarbe.com/ (Chinese version only) or
http://www.shinergy.org/ (chinese-english bilingual language version for Shine Magazine)

Back to top

= U.S. Government Highlights

» CS Beijing Attended 2" Hebei Caofeidian Port- Related Industry International Conference
Senior Commercial Specialist, Jianhong Wang of the U.S. Commercial Service Beijing Office attended the
the 2" Hebei Caofeidian Port-Related Industry International Conference, which was held in Caifeidian of
Tangshan city on June 16. The conference was sponsored by Hebei Provincial Government and over 500
Chinese and foreign government officials and company executives attended the conference. Rising
Bohai Rim cities including Tangshan, Qinhuangdao, and Chengde sent large delegations, led by their
mayors, to present business and investment opportunities in their respective cities.

Caofeidian, an artificial isle about 220 kilometers away from Beijing, is an important port and industrial
zone in the Bohai Rim and the Beijing-Tianjin-Hebei economic zone. Chinese President Hu Jintao said in
2006 that Caofeidian is a “place of golden opportunities”. Tangshan city has invested more than RMB90
billion Yuan so far in infrastructure construction, and will increase the investment to RMB 100 billion
Yuan by the end of 2009.

On June 15", prior to the conference, Mr. Tang Wenhong, a former senior official from the Ministry of
Commerce (MOFCOM), and now vice mayor of Tangshan city, had a private meeting with foreign
business executives traveling from Beijing. Mr. Tang briefed the participants about the opportunities in
both Caofeidian and Tangshan. He said that China plans to make Caofeidian an important logistics
center, recycling economic center, and a manufacturing center in north China. In addition, Caofeidian
will be the home of oil refineries, coal chemical plants, iron and steel plants, and become a heavy
equipment manufacturing base. Caofeidian is building a 250,000 ton ore terminal, a 300,000 ton crude
oil terminal, and a number of coal terminals. Two leading Chinese oil companies, Petrochina and Sinopec,
both plan to build a 10 million ton oil refinery in Caofeidian. Capital Steel moved from Beijing to
Caofeidian before the Beijing Olympic Games and is now in complete operation. Mr. Tang said that an
express train between Beijing and Tangshan will be built and by then, it will only take about 30 minutes
to travel between the two cities.

> DOE and FCS Beijing Meet China-based U.S. Industry Reps on OGIF
On May 18th, representatives from FCS Beijing, U.S. Department of Energy, and China-based U.S. energy

representatives met to discuss the proposed agenda for the U.S.-China Oil & Gas Industry Forum (OGIF),
which will be hosted by China's National Development and Reform Commission (NDRC) - date TBD. OGIF
is an annual oil and gas event co-hosted by China's NDRC/NEA, the United States Department of Energy,
and Department of Commerce, with broad participation from both the U.S. and Chinese oil industry.

Sally Kornfeld, team leader of International Oil and Gas Activities of the U.S. Department of Energy
briefed participants about the discussions ITA and DOE have had with oil and gas company

Visit us at: To subscribe/unsubscribe:
www.buyusa.gov/china/en cschina.subscribe@mail.doc.gov



http://www.solarbe.com/
http://www.shinergy.org/

representatives in Washington DC. A proposed agenda was distributed to the participants to solicit
comments. Private-sector participants agreed that future OGIF meetings should address more
substantive, even if contentious, issues in a constructive manner and deemphasize the increasing social
networking aspect of the annual event.

Please contact FCS Beijing's Michael Wang at Jianhong.Wang@mail.doc.gov or Bryan Larson at
Bryan.Larson@mail.doc.gov to be included in future planning roundtables and discussions.

Mayoral Training on Building Energy Smart Cities

Beijing, May 18" - 24™ 50 Chinese Deputy Mayors and State-Owned Enterprise executives gathered
together at the National Mayoral Training Center to attend the second JUCCCE (Joint US-China
Cooperation on Clean Energy) Mayoral Training Course: Building Energy Smart Cities. The course
included speakers and trainers from the Ministry of Housing and Urban-Rural Development (MOHURD),
McKinsey & Company, ARUP, ICF Consulting, The City of New York, Tsinghua University, The World Bank,
HDR Consulting, and the Alliance to Save Energy. Speakers presented solutions that covered a variety of
topics, including land use planning, transportation, green buildings, water, waste, and green jobs.
Training also included information on turnkey solutions with vendor listings and financing options to
initiate the local implementation of green initiatives.

DOE and FCS Beijing participated in portions of the training program, including a site visit to the LEED
certified Olympic Village and other Olympic sites in order to provide the government officials and SOE
representatives a better understanding of the role U.S. companies have played in creating the village.
FCS has been an advisor to JUCCCE since the program’s inception on how to link U.S. solution providers
with Chinese local and provincial officials as well as SOEs that want to initiate green projects. For more
information, visit JUCCCE's website at www.juccce.com

Obama Nominated Republican Utah Governor Jon Huntsman as Ambassador to China
The President nominated Utah’s Republican Governor Jon Huntsman to be
Ambassador to China. Below please find some background on why the President
nominated Governor Huntsman, and why the job of Ambassador to China is so
important.

The President believes that the United States will be able to most effectively "i:__' _f'i;'.
confront global challenges in the 21st century by working with China. China has a , 4 L
large and growing population and economy, and will have a crucial role in confronting all of the major
challenges that face Asia and the world in the years ahead. The President believes we will need to
continue to work with China to stem the financial crisis and help lay a foundation for sustainable growth
and lasting prosperity for people on both sides of the Pacific. The President knows that Governor
Huntsman has respect for China’s proud traditions; understands what it will take to make America more
competitive in the 21st century; and will be an unstinting advocate for America’s interests and ideals,
including in North Korea. Governor Huntsman’s long service to the country also prepares him well to be
frank with our Chinese friends when we disagree on human rights, democracy, and other matters.

Governor Huntsman’s Foreign Policy Experience:

¢ Deputy United States Trade Ambassador (2001-2003)

¢ United States Ambassador to the Republic of Singapore, United States Department of State (1992-
1993); Governor Huntsman was appointed as the youngest U.S. Ambassador in more than 100 years.

e Deputy Assistant Secretary of Commerce, Trade Development Bureau (1989-90)
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¢ Deputy Assistant Secretary of Commerce for East Asia and the Pacific
e BAin International Politics from University of Pennsylvania
e Governor Huntsman has twice been unanimously confirmed by the Senate as a U.S. Ambassador.

Personal attributes relevant to China:

e Governor Huntsman speaks fluent Mandarin Chinese.

e Governor Huntsman and his wife, Mary Kaye, have seven children, including two adopted daughters
from China and India.

US EPA Specialist Jeremy Schreifels

OnJune 6-17, Mr. Schreifels met with the Chinese MEP and Chinese Academy of Environmental Planning
(CAEP) to discuss the design of the proposed SO2 cap and trade program and future NOx control
programs for the energy sector. He shared lessons from the U.S. SO2 and NOx cap and trade programs,
including a report he recently completed that describes the lessons from U.S. air quality programs. EPA
is working to help Beijing Develop SO2 Emission Trading Programs for the 12th Five-Year Plan.

Codel Kerry and Codel Pelosi
Senator John F. Kerry, Chairman, Senate Foreign Relations Committee, visited Xian and Beijing May 23 -

28 to discuss global climate change with his Chinese counterparts. The Embassy’s Environment, Science,
Technology & Health Section assisted with arrangements at several events for Senator Kerry, as well as
for the visit by Speaker of the House Nancy Pelosi (May 26-28). Both delegations focused on climate
change and clean energy. Kerry met with Ambassador Stern on June 4 to brief him on the climate
change - related meetings in China to help prepare Stern for his trip on June 7 - 10.

Stern Climate Change Delegation
From June 7-10, a U.S. delegation led by Special Envoy for Climate Change Todd Stern, the President's

Science Advisor John Holdren, Assistant Secretary of Energy David Sandalow and representatives from
the Treasury Department and the Environmental Protection Agency, traveled to Beijing for a series of
high-level meetings to discuss climate change and clean energy. The delegation had candid and
constructive discussions with a wide array of high level Chinese officials, including Vice Premier Li
Kegiang, State Councilor Liu Yandong, NDRC Vice Chairman Xie Zhenhua, Minister of Science and
Technology Wan Gang, Director of the National Energy Administration Zhang Guobao, and Vice Minister
of Foreign Affairs He Yafei. The U.S. delegation focused on two issues during the trip; advancing
international climate change negotiations and expanding bilateral cooperation on clean energy, energy
efficiency and environmental protection.

Energy Cooperation Program Introduced to Major Companies

CO Bryan Larson and USTDA's Geoff Jackson introduced the Energy Cooperation Program (ECP) to
leaders from the China energy renewable energy industry, including representatives from Caterpillar,
United Solar Ovonic, Johnson Controls, GE, Applied Materials, Westinghouse, Booz & Co., Great Point
Energy, Azure International, Honeywell, and Peabody. The industry leaders agreed to provide feedback
and intention to join the ECP within a short time frame so that a formal organization can be established
at the AmCham in Beijing. The group's focus and structure will be determined by those industry leaders
willing to commit the time to set it up. USTDA will play a role in its establishment and future
programming.
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» EPA Office of Air and Radiation on Clean Air and Energy Strategy Implementation
From June 12-21, EPA's Office of Air and Radiation visited Beijing, Nanjing, and Shanghai to consult with
Chinese partners on Clean Air and Energy Strategy implementation. EPA hopes to build cooperative
relationships to improve air quality and reduce long-range transport of air pollution under Clean Air and
Energy Strategy. The delegation included Dale Evarts, US EPA Group Leader.

Back to top

+ Market News and Analysis

> Beijing Plans Subsidized Pricing for Solar Power
Beijing is expected to unveil subsidized prices for solar power production as soon as the second half of
the year, the South China Morning Post reported on Monday, citing an industry official.

The National Energy Commission of the National Development and Reform Commission is considering
following the lead of developed nations in giving subsidized rates for solar energy, the report cited Zhao
Yuwen, head of the China Renewable Energy Society's photovoltaic committee, as saying.

The subsidy will be paid for by a renewable energy fund collected from electricity end-users in the form
of small surcharge based on usage volume, Zhao said.

» CPCIA Executive: China’s Petrochemical Industry May Recover in September
Mr. Feng Shiliang, Deputy Secretary-General and Director of the Information and Marketing Department

of China Petroleum and Chemical Industry Association (CPCIA) said on June 18 that China’s petroleum
and chemical industry may recover in September 2009. Mr. Feng made this remark at the 3"
Roundtable Meeting of Foreign-Funded Petroleum and Chemical Enterprises in China, an event
sponsored and organized by CPCIA.

Although the investment in China’s petroleum and chemical industry in the first five months of this year
went up by 19.2% to reach RMB 290.7 billion Yuan. The total output value of the industry, including that
of foreign-funded enterprises in the period, was RMB 2.3 trillion Yuan, down by 11.2% compared with
the same period last year. China’s exports of petroleum and chemical products were down by 22.8%,
price indicator down by 17.4%, sales down by 13%, profits down by 52.8%. Nevertheless, Mr. Feng
believes the industry is on the tracks of recovery after analyzing the month-on-month growth of the
industry in the first five months.

Petroleum and Chemical Industry Growth in the First Five Months of 2009

Month January February March April May

Growth rate -21.4% -12.4% -8.4% -8.4% -7.2%

Source: CPCIA
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According to Mr. Feng, there are 33,749 petroleum and chemical companies in China. Among them,
2,962, or 15%, are foreign-funded companies. The output value of foreign-funded companies represents
20% of China’s total.

The global financial crisis and economic slowdown have greatly affected the growth of China’s
petroleum and chemical industry. Most of the companies are operating under half their production
capacity, some are even worse. Lower price at the international market has resulted in substantial
increase of imports of petrochemical products and has hit domestic companies hard. For example,
China’s annual average import of methanol in the past nine years was one million tons, but it was 2.24
million tons in the first five months of this year. As a result, the Chinese methanol producers are
operating at 30% of their production capacity.

Mr. Feng predicted that the oil price will stay around USD60/per barrel in the year and the highest will
be at USD 80/per barrel. He believes that China’s petroleum and chemical industries may recover in
September and one most likely to recover in November this year.

In his closing remarks, Mr. Li Yongwu, Chairman of CPCIA, advised roundtable participants not to be
pessimistic or over optimistic about the industry. He said that it is important for us to have confidence in
the future development of the industry.

Jianhong Wang/CS Beijing at email: Jianhong.wang@mail.doc.gov

China to Announce Renewable Energy Blueprint

China's central government will soon release a plan to support the country's renewable energy industry,
the Shanghai Securities News reported on May 4, citing a senior official. This new plan is expected to
raise existing targets for renewable energy development to a much higher level.

"It will be a blueprint for driving the new energy industry's development in China," Shi Dinghuan, a State
Council advisor and head of the Chinese Renewable Energy Association, told the newspaper. Shi made
these remarks at the launch of El DuPont de Nemours & Co.'s photovoltaic technology research center
in Shanghai.

Wang Mengjie, from the Chinese Academy of Sciences, was quoted by the newspaper as saying that the
National Development and Reform Commission has completed a draft of the plan following discussions
by ministers in April. Wang said the new plan would raise existing targets for renewable energy
development to a much higher level.

Under the long-term industry plan released in 2007, the government vowed to speed up construction of
renewable energy power plants and by 2020 to reach installed electricity generating capacity of 300
million kilowatts from hydropower, 30 million kilowatts from wind power, 30 million kilowatts from
biomass power and 1.8 million kilowatts from solar power.

The latest industry plan will raise those targets, the newspaper reported, citing wind power expert Shi
Pengfei. The 30 million kilowatt target for wind power, for example, will be raised to 100 or 150 million
kilowatts because the original goal is likely to be reached by 2011, Shi said.
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China generates about 80 percent of its power from coal. In 2008, renewable energy use was equivalent
to about 250 million tons of standard coal, or 9 percent of the total energy consumed. (Caijing.com.cn)

MIIT Official Discusses China’s Revitalization Plan for Petrochemical Industry with Multinationals

The 3™ Roundtable Meeting of Foreign-funded Petroleum and Chemical Enterprises in China was held in
Hilton Hotel of Beijing on June 18" afternoon. The roundtable was sponsored by China Petroleum and
Chemical Industry Association (CPCIA) and attended by 45 senior executives from the world’s leading
petroleum and chemical companies including BASF, DuPont, Dow Chemical, Dow Corning, GE.

Mr. Chen Yanhai, Director-General of the Raw Materials Department of the Ministry of Industry and
Information Technology (MIIT) and one of the leading draftsmen of the Restructuring and Revitalization
Plan for Petroleum and Chemical Industry released by the Chinese government, was invited to explain
the revitalization plan and share his insights with the roundtable participants.

Mr. Chen said that China plans to build 11 ethylene projects and 20 large oil refineries with a capacity
over 10 million tons/year each in the coming three years. At the same time, 70 small refineries with
capacity under 1 million tons/year will be closed. China considers technology upgrade, consumer
markets, project location, and other relevant factors in deploying these plants. Mr. Chen said that a
great majority of these projects will be built along the coastal areas, rivers, and railway lines.

From a policy perspective, Mr. Chen said that the Chinese government encourages large and strong
companies to merge with smaller and weaker companies.

In regard to the coal chemical industry development, Mr. Chen told the participants that there are three
large demonstration projects in Inner Mongolia and Ningxia Province at present. China will not consider
approving any new coal chemical projects until after the success of these demo projects. As for the
location of coal chemical projects, the Chinese government will strategically deploy such projects in
provinces with rich coal reserve and a large coal production. China will not approve any such project
which would be located in a place where coal has to be imported from other places.

The Ministry of Industry and Information Technology is working together with National Development
and Reform Commission (NDRC) to evaluate 155 large petrochemical projects with a total investment of
RMB126.5 billion Yuan, said Mr. Chen. NDRC and MIIT will soon issue a detailed catalogue of technology
and investment.

When asked about how foreign companies can participate in China’s industry restructuring and
revitalization plan, the plan for petroleum and chemical industry in particular, Mr. Chen responded by
saying that there is no difference between Chinese and foreign companies, and all foreign companies
operating in China can participate in the revitalization plan.

The roundtable was presided over by Mr. Pan Deren, Executive Vice President of CPCIA. Mr. LI Yongwu,
President of CPCIA also attended the meeting. Mr. Feng Shiliang, Deputy Secretary-general of CPCIA did

a presentation on China’s petroleum and chemical industry in the first five months of this year.

CS Contact: Jianhong Wang/CS Beijing at email: jianhong.wang@mail.doc.gov
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» Shenhua Announced Ambitious Coal-to-oil and Coal Chemical Plan
Shenhua Group, China’s largest coal chemical company, plans to transform 100 million tons of coal and

build up a production capacity of 30 million tons of oil and chemical products out of coal by the year
2020, according to Mr. Zhang Diankui, Vice President of the Beijing Engineering branch of Shenhua Coal-
to-0il Chemical Company.

Mr. Zhang made this announcement at the 4™ China New Coal Chemical International Conference,
which was held in Baotao City of Inner Mongolia on June 12", Shenhua group will invest RMB 400
billion yuan in the coming decade to build up seven large coal chemical bases in Inner Mongolia, Ningxia,
Xinjiang, Shaanxi, and Shanxi province. These production bases will focus on developing coal-to-oil, coal-
to-natural gas, and coal-to-olefin products.

Michael Wang/CS Beijing at email: jianhong.wang@mail.doc.gov

> A Leading Chinese Power Company Moves Into Coal Chemical Sector
On June 12, Datang International Power Generation Company, one of the leading power generating

companies in China, announced the incorporation with Datang Energy Chemical Company (Datang
Energy Chemical), and their plan to integrate over a dozen chemical plants.

At the inauguration ceremony in Beijing, Mr. Cao Jingshan, President of Datang International and
president of this newly established energy chemical company, said that Datang International plans to
make Datang Energy Chemical a flagship among new coal chemical companies in China.

According to a report in China Chemical Industry News on June 16™, Datang Energy Chemical has
partnered with multinational companies including Shell and Dow Chemical to develop polypropylene,
sulfur, and gasoline products out of brown coal.

Biography of Cao Jingshan

Mr. Cao Jingshan, aged 45, graduated from Dalian University of Technology
majoring in technical economics and management. He holds a doctorate
degree and is a senior economist. He is currently the Vice Chairman and
President of the company. Mr. Cao started his career in 1981 in Yuanbaoshan

Power Plant and was successively Assistant to Plant Manager, Chairman of the
Labour Union, Deputy Plant Manager and Plant Manager of Yuanbaoshan
Power Plant. In January 2003, he became Deputy Head of the President's Office (Person-in-Charge), and
has been the Head of the President's Office cum Head of the International Cooperation Department of
China Datang Corporation since December 2003. Mr. Cao has been the president of the company since
April 14™, 2008. He has been the Vice Chairman of the Board of Directors of the Company since May
30™, 2008. Mr. Cao has long been engaged in electricity production, technical and operation
management, with extensive knowledge and practical experience in electricity production and operation
management. (Source: http://www.dtpower.com/en/profile/manager.jsp)
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+ Project Alerts

The Jieyang Power Plant Preparatory Office plaque was posted today.

The Guangdong Jieyang Nuclear Power Plant project was proposed in 2003 with a planned capacity of
6x1000 mw, and the location was chosen to be at Wuyu, 6 kilometers to the northeast of the Xianan
Town in Huilai County, Jieyang City. The project preliminary feasibility study is pending the approval
from NDRC.

Dongfang Heavy Industries succeeded in manufacturing China’s first pressured vessel for 1000 mw
nuclear reactors on June 15. The pressured vessel will be installed at the second phase project of the
Lingao Nuclear Power Plant. China could only make 600 mw such vessels before. Dongfang Heavy
Industries nuclear power plant equipment takes 50% of the Chinese market share. The other two
players are Shanghai Electric and The China First Heavy Machinery Group.

On June 22", Guangzhou Daily reported that thirty company executives from both Chinese and French
nuclear power equipment manufacturers met in Zhuhai recently to discuss investment projects into the
Fushan Industrial Park. Fushan Industrial Park is within a 1 to 2.5 hour drive to Taishan Nuclear Power
Plant, Daya Bay Nuclear Power Plant, and Yangjiang Nuclear Power Plant. Zhuhai city plans to make
Fushan Industrial Park into a nuclear power equipment manufacturing base. Companies in the heavy
machinery equipment, nuclear power equipment, heavy ship crankshafts, large capacity electric
transformers, coal mining equipment, and large capacity wind power equipment are to manufacture
their products in the park. For more information, contact Lena Yang/CS Guangzhou at

email: lena.yang@mail.doc.gov

Shaanxi Natural Gas Company will invest RMB226 million Yuan to build a 130-kilometer-long natural gas
pipeline from Xi’an to Shangzhou. The designed pipeline pressure is 4.0 mp and the transportation
capacity is 170 million cubic meters per year.

Shanxi Dong Da Energy Company will invest RMB220 million Yuan to build a coal selection plant in Qin
Shui county of Jincheng city. The designed capacity of the coal wash and coal selection is 5 million
ton/year. The construction period will be from 2010 to 2011. At present, the project is under review by
the Department of Development and Reform of Shanxi Province.

Shanxi Lu Neng Hequ Power Coal Development Company, a joint venture between Lu Neng Group
Corporation and Shanxi Jin Neng Group Corporation, will invest RMB2.43 billion Yuan to develop a coal
mine and related coal selection plant in He Qu County of Shanxi Province. The coal mine will produce 12
million tons of coal/year. The construction period will be from 2010 to 2012. The project has been
submitted to National Development and Reform Commission (NDRC) for review and approval.

Xinjiang Coal Chemical branch company of Shen Dong Tian Long Group plans to invest RMB 6.8 billion
yuan to build a coal-to-natural gas project with a designed capacity of 1.3 billion cubic meters/year. The
planned construction period will be from 2010 to 2013. The company is interested in importing
equipment from overseas. At present, the company is preparing project application documents. It will
be submitted to the National Development and Reform Commission (NDRC) for review and approval.

Shandong Feng Yuan Coal Power Company will invest RMB 1.9 billion yuan to develop a new coal mine
in Tengzhou of Shandong in 2010-2013. The production capacity of coal mine is 12 million tons per year.
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The project application has been submitted to the National Development and Reform Commission
(NDRC) for review and approval.

For more information contact Michael Wang/CS Beijing at email: jianhong.wang@mail.doc.qov
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+ Upcoming Events

» DLA China Cleantech Business Forum
Dates: 7 - 8 July, 2009
Venue: Kerry Centre Hotel
Hosting Organization: DLA Piper
Website: www.dlapiper.com
Contact: Clare Pearson
Tel: +86 10 6561 1788
Fax: +86 10 6561 5158
Email: echo.piao@dlapiper.com
This forum will bring together a mixture of government, industry, and greentech finance for a two day
conference. Speakers will include the Deputy General NDRC, the Deputy General SEPA, and the Chicago
Climate Exchange.

» EP Shanghai — USA Pavilion
Dates: July 8-10, 2009

Location: Shanghai
Contact: Gregory Harris FCS Shanghai at Gregory.Harris@mail.doc.gov

> Xinjiang 6™ International Coal, Mining, and Exploration Exhibition
Dates: July 22-24, 2009
Venue: China Xinjiang International Exhibition Center Urumgqi, Xinjiang, China
Tel: +86 0991-2196921
Fax: +86 991 2321006 2321606
Email: wpjalice@163.com
Web: http://www.zhenweiexpo.com/enzlsk.htm
Web: http://www.xjicme.com.cn/en/En-index.htm

> The 8" Xinjiang International Petroleum & Petrochemical Technology and Equipment Exhibition
Dates: July 26-27, 2009

Venue: China Xinjiang International Exhibition Center
No. 167 You Hao North Road, Urumgqi, China
Contact: Addia Ma

Tel: 86 991 2321006

Email: addia@zhenweiexpo.com

Website: www.xjippe.com.cn
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» 2009 Chengdu New Energy Int’l Forum & Solar Energy Fair
Dates: September 3-5, 2009
Venue: Chengdu Century City New International Convention Center
Sponsor: Chengdu Municipal People's Government
Website: www.sc-pv.com
Email: cdlsnygjlt@163.com
Contact: Mr. Cui Shiyang/CS Chengdu
Telephone: (86-28) 85802930, 85881822
Email: shiyang.cui@mail.doc.gov

» China Mining 2009
Dates: October 20-22, 2009
Location: Tianjin
Venue: Tianjin Binhai International Convention and Exhibition Center
Email: info@mining-expo.com
Website: www.china-mining.com

> Shanghai International Congress & Exhibition on Renewable Energy 2009
Dates: Oct. 22 to Oct. 24, 2009
Venue: Shanghai International Exhibition Center (No. 88 Lou Shan Guan Road, Shanghai, P. R. China)
Hosting Organizations: Shanghai Centre for Scientific and Technological Exchange with Foreign Countries
(SSTEC), Chinese Renewable Energy Society (CRES), Shanghai Worldwide Exhibition Service Co., Ltd
Cooperating Partners: Cleantech Group LLC (the United States) and Shanghai Clean Energy Research
and Industry Promotion Center (SCEC)
Website: http://re.sstec.com.cn
Contact: Mr. Tang Yaohua (SSTEC)
Telephone: (86-21)64712269 64311988
Fax: (86-21)64712001
Email: yhtang@sstec.com.cn
Contact: Miss. Sylvia Chen (WES)
Telephone: (86-21)52287055 52287030
Fax: (86-21)52287022
Email: Sylvia.chen@sh-wes.com

Shanghai International Congress and Exhibition on Renewable Energy 2009 (RECE) is aimed at realizing
sustainable development of the economy through:

-Advancing the exploitation and utilization of renewable energy

-Enhancing energy supply and improving energy structure

-Ensuring energy security and protecting the environment

RECE will be held annually with the distinctive characteristics of internationalization, high level, large-
scale system, and commonwealth.

> Beijing Coal and Mining Expo/China — USA Pavilion
Dates: October 27-30, 2009
Location: Beijing
Contact: FCS Michael Wang at jianhong.wang@mail.doc.gov
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>

2009 China International Sustainable Economy Industrialization Expo
Dates: Oct. 31 - Nov. 2, 2009

Venue: Hangzhou, China

Contact: Liu Rui

Website: http://www.ecsef-hz.com/

Tel: 0086 571 8739 7752

Email: forum@zjjn.cecic.cn

Power-Gen International 2009 Expo:\

Chinese BuyerDelegation organized by U.S. Embassy, Commercial Section
Dates: December 8-10, 2009

Location: Las Vegas

Contact: CS Beijing/ Mingming Ma at mingming.ma@mail.doc.gov

Power-Gen International 2009 is the electric power generation industry’s largest event in the world,
attracting more than 18,000 attendees and 1,200 exhibitors from over 75 countries. Focused on
providing the latest updates and information on key generation issues, PGl features a multi-track
conference program plus curriculum of pre-conference courses. The world’s largest power exhibition is
held concurrently with the conference, showcasing thousands of products, technologies and services.
For more information on PGI 2009, please check out the show's web site: www.power-gen.com
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+ Get to Know CS China

» Introduction to the U.S. Commercial Service Energy Team in China
The U.S. Commercial Service in China offers valuable assistance to U.S. businesses exporting goods and
services. Our country-wide Energy Team can help you identify trade opportunities and local trading
partners. From our four consulates® in Shanghai, Guangzhou, Chengdu and Shenyang and 14 2™ tier
cities markets®, we can help you access all of China!
» Members of CS China Energy Team
Beijing Office Shanghai Office Guangzhou Office Chengdu Office Shenyang Office
Tel: (86-10)8531- Tel: (86-21)6279- Tel: (86-20)8667- Tel: (86-28)8558- Tel: (86-24)2322-
3000 7630 4011 3992 1198x8142

Fax: (86-10)8531-
3701

Bryan Larson
Jianhong Wang

Mingming Ma
Hongying Cai

Fax: (86-21)6279-
7639

Gregory Harris
Scott Yao

Stellar Chu

Fax: (86-20)8666-
6409
Lena Yang

Fax: (86-28)8558-
3991
Cui Shiyang

Fax: (86-24)2322-
2206
Liu Yang
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> Featured CS China Services

International Company Profile (ICP)

ICP helps U.S. companies enter into international business relationships with confidence.
International Company Profile (ICP) helps you evaluate potential business partners’ reliability
and capabilities as marketers for your products and services.

Clients receive expert advice from our commercial specialists as well as answers to customized
questions. We provide fast (20 days) and reliable reports created in conjunction with reputable
investigation/risk analysis firms, Sinotrust in collaboration with Globis. The reports are based
upon a standard questionnaire. Additional due diligence procedures are suggested by the final
report. Reports include information such as:

e Bank and trade references

e Principal officers and managers
e Product lines

« Financial data

e Sales volume

o Market outlook

Cost-effective: For more fee information, please erclick here®.
To request this service, please contact your nearest Commercial Service District Office/U.S.

Export Assistance Center, by calling 1-800-USA-TRADE, or email us
at chinacustomer.service@mail.doc.gov?
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