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Background of the Loan Program
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In order to build a province-wide natural gas pipeline, the provincial government launched the Cleaner Fuel Switch Investment Program, which aims to
establish a county-based distributed gas supply network serving 4.5 million customers in 80 economically underdeveloped and geographically
scattered counties, accelerating the switch from coal to natural gas and biogas in industrial, commercial and household energy consumption and
developing a diversified clean energy supply.
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Despite the rapid growth of natural gas consumption in major urban centers, most households at the rural-urban fringe of Henan Province are still not
covered by natural gas due to limited affordability and difficulties in changing their habits of using traditional fuels. The main reason lies in limited
affordability, which is a result of low willingness of the private and public sectors to invest and high investment costs in providing natural gas services to
scattered township populations.
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To ensure sustainable funding for the long-term investment needs of the Cleaner Fuel Switch Program for 4.5 million customers in geographically
dispersed townships and rural areas within Henan Province, Greater BTH Region, ADB's Results-based Lending (RBL) was adopted for the Program.
ADB's RBL program will provide financial support for the Program from 2019 to 2023 among the 2019-2030 overall investment program. The RBL
program is designed based on the province's past experience in investing in natural gas distribution networks and comprehensively addresses major
challenges to expanding cleaner fuel supply.
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Negotiation
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With the strong support of the Henan Finance Department,
ZYIG actively cooperated with ADB. From March to
September 2019, the ADB team visited Zhengzhou five
times to conduct field investigations of the Program. In
December of the same year, the Program was granted a
loan of EUR 269 million from ADB to support the
development of rural cleaner energy and the improvement

of the atmospheric environment in Henan Province.
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On May 26, 2020, the Government of the People's
Republic of China signed the Loan Agreement with ADB
and the Program Agreement with HPG. This project only
took 9 months from reporting to approval, creating the
fastest approval record for adb energy projects.l|

November of the same year, the first phase of outce
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In March 2021, the Henan Finance Department and ZYIG
signed the Re-onlending Agreement. From 2020 to 2022,
the two-level Program Offices, with the support of the
Henan Finance Department and HPDRC, overcame
many difficulties and successfully completed three
verifications and withdrawals for reimbursement, with a
total withdrawal amount of EUR 103.37 million.
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- Introduction to Program Implementing Agency
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Zhongyuan Yuzi Investment Holding Group Co., Ltd.
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Founded in 2011, Zhongyuan Yuzi Investment Holding Group Co., Ltd. (ZYIG) is a provincial investment
and financing company approved by Henan Provincial Government (HPG) and solely funded by Henan
Finance Department to support the construction of new-type urbanization and promote the urban-rural
integration in Henan Province. The HPG identified the Group as a provincial special-function enterprise
in March 2017. Since December 2014, ZYIG has actively expanded financing channels and innovated
financing modes. With the approval from the HPG, it has carried out the development and application of
aviation base and new energy, application of industrial Internet, the introduction of intelligent healthcare
and high-end medical instruments, and direct investment in cultural tourism, education and wellness,
major industrial and SciTech parks and characteristic towns. It strives to be a competent industrial
investment platform in the Central Plain area and a characteristic state-owned capital investment and
operation company. By the end of 2022, the Group, with consolidated assets of CNY 400 billion, owns a
domestic rating of AAA, international rating of A2 (Moody), and international rating of A (Fitch), and is
also the only group with 3 AAA subjects in Henan Province.
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Henan Tian Lun Investment Holding Group Co., Ltd.
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TIANLUN GROUP
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Tian Lun Gas Group was founded in 2002, and its subsidiary Tian Lun Gas Holding Limited (stock code: 01600.HK) was
listed on the main board of the Hong Kong Stock Exchange in 2010, and has now developed into a leading city gas
operator in China. Guided by two national policies, i.e. rural revitalization and "carbon peaking and carbon neutrality" goals,
Tian Lun Gas Group, together with Zhongyuan Yuzi Investment Holding Group, has promoted gas penetration in rural areas
and invited a strategic shareholder, Zhuhai Port Holdings Group, to develop green energy, aiming to become a first-class
green and low-carbon energy supplier and service provider in China.
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Tian Lun Gas Group adheres to the development strategy of "taking root in Henan and going national" and operates
businesses covering four major sectors: urban gas, gas penetration in rural areas, green energy, and healthy life. At present,
it has realized the strategic layout in 16 provinces including Henan, Hebei, Jilin, Shandong, Shaanxi, Gansu, Hunan, Fujian,
Guangdong, Guangxi, Sichuan, Yunnan and Qinghai. As of December 2022, it owns 69 urban gas projects nationwide, and
provides gas services for 4.9 million urban and rural residents and 35,700 industrial and commercial enterprise customers,
covering a population of about 15 million. A total of 8,606 kilometers of medium and high-pressure gas pipelines were laid
and operated. The Company owns 51 gas stations in operation, 1 LNG plant, and 6 long-distance pipelines in operation and
under construction. In 2021, the Company has a natural gas distribution of 2.755 billion m3 in its operation and agency
business.
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YUTIAN NEW ENERGY
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To deeply implement the relevant requirements of Henan Provincial Strategic Planning for Rural Revitalization issued by the CPC Henan Provincial Committee and the HPG, promote the upgrading of rural
infrastructure, optimize the rural energy supply structure in the province, and build a clean, low-carbon, safe and efficient modern rural energy system in the province, in June 2018, Tian Lun Gas Holding Limited and
Zhongyuan Yuzi Investment Holding Group Co., Ltd., a provincial functional enterprise, jointly initiated the establishment of "Henan Yuzi Tianlun New Energy Investment Fund" with a total scale of CNY 10 billion and
established the investment and operation entity Henan Yu-Tian New Energy Co., Ltd. (hereinafter referred to as "YTNE") as a carrier to implement the "carbon peaking and carbon neutrality" strategy of green energy.
At present, it has three business sectors: gas penetration in rural areas, biogas, and distributed photovoltaic. It has covered 2 million natural gas customers and laid more than 30,000 kilometers of natural gas pipelines
in Henan Province.
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Henan Finance Department, the People's Republic of China

-~ -

PATHLHY
Executive agency

RETATHMEREXR, ILEIBAHRITINEE, AREREARINE D
ANEEEMBXESEIR

According to the requirements of ADB for the project, it is necessary to
strengthen the program implementation and management. A two-level
program office will be set up for the Program to manage the program
implementation and construction

SEHEALAL
Implementing agency
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ZY1G established the ADB Loan Program Leadership Team (hereinafter referred to as
"Leadership Team") in 2019. The Leadership Team consists of the main leaders of ZYIG and
the leaders of relevant government departments. The Leadership Team is responsible for

execution and management.

AR XHEEFBRA BT TIREERDAE
Henan Yu-Tian New Energy Co., Ltd. ("YTNE").

making decisions on major project issues, addressing major policy issues related to the
program, and coordinating relevant departments to ensure adequate program -@u ration,
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> According to the requirements of ADB for program conditions, YTNE, as >  Under the supervision and management of ZYIG Program Office, YTNE

the implementing agency of the "coal to gas" program of the Asian
Development Bank in Henan Province, established the Asian
Development Bank Loan Program Management Office of Henan Yu-Tian
New Energy Co., Ltd. ("YTNE ADB Program Office") in order to
effectively strengthen the organization and implementation management
of the loan program.

ADB Program Office is fully responsible for implementing the Asian
Development Bank Program of Henan Yu-Tian New Energy Co., Ltd.,
coordinating all relevant departments to ensure adequate daily work of
ADB Program, and reporting, communicating and coordinating the data
with ZYIG ADB Program Office.
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Introduction to Results-based Loan
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Result-based lending (RBL), as an innovative loan model, is a result-based financing form, and its payment is closely related to the realization of results.
The core of RBL is to match the relevant lending progress according to the outcome and system development, and to promote the lending enterprises to
achieve their corporate goals by improving their own capabilities and realizing the results as an assessment means. RBL is an important paradigm shift,
which shifts the focus of operations to directly support results by means of financing expenditure and transaction control.
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Advantages
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Disadvantages O &
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Our experience and
suggestions for
disadvantages:

1. RBLEFEH AT S BER R AT R LA .

1. The RBL loan model conforms to the policy and industry development plan.

2. BLEMREUSRIERES TR, BRI TFRSRRESt, BRCHEmB L.

2. The RBL loan model simplifies the preliminary preparation, which is conducive to the rapid receipt of loans and effectively supports program implementation.
3. RBLEFFEUEEN T EHENEHNEE, (RIENE RerIstiit,

3. The RBL loan model focuses on effectively managing the program process and ensuring the effectiveness of program funds.
4. RBLAYSRIET BN B SEhEE AR 1B,

4. The RBL loan model takes into account the ability development of the program implementers.

5. RBLEFFREZUIENN T BAFXSZIB ARTE, (BHERFEEE EENR, HRZFEATE BiR.

5. The RBL loan model increases the government's ownership of the program and promotes coordination

among government departments to achieve the program objectives.

RBLAAESARITURASR, ERESEFRHUTH, WRSCIRMR SR B =EtRE, EEINRREIERIENR.
RBL is the preset result before the loan. In the actual implementation of the program, if the actual result deviates from the preset target, it will directly affect the
verification of the result and withdrawal.

1 EREBMBRSERKENRS MEE, SEURMESANER. TRAXFHEANERE,

1. In the target setting stage, the targets are set in multiple dimensions, including those described by available data and text.
QERERTMNMER, SWTHERD Bin £ LieEHERE .

2. In the target setting stage, agree with ADB that some targets can be withdrawn retroactively during the program implementation cycle.
3AMBSEAMTE, HINERRARSTURBr-ERENER, RS ERMBARIATEOERRE, HEERERHTENR.

3. After the actual implementation of the program, if the actual result deviates from the preset target, it shall communicate with the superior
Program Office and ADB in time to negotiate and adjust the targets for withdrawal.
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Output 3: Stronger awareness of using cleaner
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Output 4: Enhancement of institutional and

organizational capacity
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F20225, FABRSKKWAPREI20FHF

Number of customers connected to gas increased to 1.2 million customers by 2022

F(20234, RiFHBRARKYMEI.16631L5 77

Volume of gas consumption increased to 316.63 million Nm? by 2023

WAISLARTEE, BT2022F %5 H Lt
CNY 915 million of commercial financing mobilized for cleaner fuel switch to
continuously implement the overall program from 2022 and beyond

BIE20214F, ZENRAHARE S KEZXR26880KM
Total length of installed gas distribution network pipeline of 26,880 km by 2021

Bib20214F, ZE12BSIRG I
12 gas stations installed by 2021

B1E20234F, WEREFEERN 1700775775 K/ F
Total annual biogas fuel production of 17 million Nm3 by 2023

RIFRSOOKEHN BB UFERBEABREAIAE, EL50xHSE5E
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At least 50% of participants in S00 gender sensitive cleaner fuel use awareness outreach
programs are women

HEEHEGFERG, MEZRKREHE, e AREF M ERMAREGE T,
AREEFE (ED30% AL

Institutional and organizational capacity in management information system, financial
and risk management, social and environment safeguard enhanced with full staffing (at
least 30% women)

it
Total

4,483.00

1,480.00

4,035.00

16.00

323.00

10,337.00
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Experience From Implementing the Program

BURERI IR I8, SRIH Ipi@Emy, R G, SUE AT [R50 H b difitid 5.
With strong support from government authorities, POs at all levels communicated and cooperated
smoothly, resulting in the fastest approval time among similar ADB-financed programs.

WEFEAIR A DR, (L sET H Ve SE i, 4R bR st SRR 5 AUR
RBL was selected to promote the implementation of the Program and improve the efficiency and
effect of the loan proceeds.

T H LU AT 70 B BN IR, ST HE BKCT 5 100 H S R0
The ADB Program Office of the Implementing Agency set up full-time management to improve the
management level and implementation efficiency in respect of the Program.
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Positive Impact of ADB Loan




environmental benefits
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(I) Accelerate the progress of changing from coal to gas, Increasingly prominent
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With the steady progress of the coal-to-gas program in villages and towns, the supply structure of rural energy has been effectively
optimized, and the original bulk coal and liquefied petroleum gas with heavy pollution and poor economic efficiency have been gradually

replaced with clean, safe and economical natural gas, which has effectively improved the local air quality and ecological environment, with

remarkable environmental benefits.
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standards have improved
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The implementation of the coal-to-gas program in villages and towns has effectively improved
the quality of rural living environment and farmers' life. Lankao County is the first batch of pilot
regions for the coal-to-gas program in Henan Province. Up to now, YTNE has completed the
construction of coal-to-gas works for more than 200,000 households in Lankao County. "The county
will be committed to building a clean, efficient and economical rural energy supply system and
strongly support the coal-to-gas program," said Wang Yantao, then executive deputy head of Lankao
County.

NHZHAENE=%8 "HYS" HEHEERRNEAN. 2R PICATEET—2K,
"EERERIRE T, BEEASIERE, LAI—RAIZRMEEE—RERHES, FEXBATEA,
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RARMIRAERIREARNAHE, MXEERT WS TR FISLHE,

Daizhuang Village in Yifeng Township is the fastest natural village in Lankao County to
promote the "coal-to-gas" program. Dai Yujian, Secretary of the Party Branch of the village, believed
that, "The quality of life has been improved, but the cost of living is decreasing. In the past, a family
usually consumed one tank of gas per month to cook, which cost about 100 yuan, but it would only cost
40 or 50 yuan using natural gas." Since the coal-to-gas program was launched in 2018, the total energy
consumption savings for rural customers in Henan have been CNY 225 million. The coal-to-gas
program has changed the lifestyle of farmers who are striving for a moderately prosperous life, changed
the production mode of seeking to develop agriculture, changed the rural ecological environment, and
helped lucid waters and lush mountains to become invaluable assets, achieving a qualitative change in
the transformation of economic development mode. Nowadays, in Yifeng Township, Lankao County, the
air is fresh and pleasant, the streets are clean and tidy, and the gas pipelines are well-arranged in front
and back of the houses. There is no longer "curling smoke" on the residential roofs, and the traditional
habit of heating and cooking with coal has become history. This benefits from the promotion and
implementation of the coal-to-gas works.

(Il) Township residents have a greater sense of happiness, and their living
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(Il1) We will promote awareness of gender equality in rural areas, improve women's
living conditions, and raise awareness of using clean energy

EmE, RIEXEFRERBLIRESMRIAE, SRR, RUEGHS. BIAR, RITESHRAERIMBERAINRASERE TH#E.
MEREXERIKE. RNFEFRZESMEXREEMHEIRIE, BESMOIUR THERASEXRIRURINIZ 2 ERRAS.
In Henan Province, domestic energy in rural areas is still dominated by mixed fuels, including coal, liquefied petroleum gas, electricity, and firewood. Conversion

programs for rural cleaner fuel require people to have a better understanding of natural gas. Farmers, teachers, and students in the program area will be invited to
participate in a cleaner fuel awareness campaign, in which way to learn about, through various means, natural gas and how to use natural gas safely.

i EERIREH EERSAERMFEREIIAR, HiEE L — L ATRNEREELAR SRR S EERIT . The cleaner

fuel awareness campaign aims to raise awareness among rural residents about cleaner fuel, in particular the implementation of
some emergency treatment measures and the prohibition of vandalism of gas pipelines.

FERERFEENS TEZRAERETR, BRIERARH TAMEMRE R 2R BEE 5. #E2023F48 K EARMSITINERIRIRE ,'
ERiHE10008K, In the process of rapidly launching the construction of the coal-to-gas works, YTNE actively carried out large-scale
environmental protection and safety education publicity and training. By the end of April 2023, more than 1,000 awareness publicity activities in

line with ADB standards have been carried out.

N ZILRER, BRFEEFREERERNREZLMRRSINE, BIANEEM. MR siEEn. XEFMELIRSESHRIEEN
AR, BARZNERASSHRGIFMASZERR, IL2NERIISSASEERRASTRAGMRE. Z5FHEFEFIME. In view of the actual
situation in rural areas, YTNE focused on inviting female members of rural families to participate in the training, and cultivated rural residents'
awareness of air pollution prevention and gas use safety through various flexible and vivid methods such as distributing brochures, on-site
explanations, animation demonstrations and following WeChat official accounts, so that rural residents can truly experience the environmental

protection, economy and convenience brought by using natural gas.
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(IV) Reform and innovate the energy supply system, providing a development platform for
household photovoltaic, biomass and other new energy sources

BERENEWFNERIIREEE, MEBHERERERRRINIMFAERSEFSR. 2
ERNSTEEM L, SERELTER, BALTRSXCMITRENRASIE, ERR
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B EEEOHEKE, IMESREIR6ZT, RAERTHITRAREARTIZ, T4~
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HERMLENAODI/E, ZIBPIT2023F6 MR, BRISIERETETFIEERITIRL
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As a provincial functional enterprise, ZYIG has always taken the industry in line with green energy
development as the key direction of support. On the basis of the implementation of the coal-to-gas program in
villages and towns and in combination with the actual situation in Henan Province, ZYIG, together with
Tianlun Gas, implemented the biogas program to produce cleaner energy and organic fertilizer while solving
the problems of corn straw in rural areas, which is an important measure for ZYIG to realize diversified and
clean energy development, build a multi-wheel-driven energy supply system and enhance the ability to
independently guarantee energy, with high innovation demonstration value. The first program is implemented
in Shangshui County, Zhoukou City, with a total investment of nearly CNY 600 million. With the
internationally advanced dry anaerobic fermentation process, the program can produce more than 18 million
cubic meters of biogas and 75,000 tons of organic fertilizer annually, and consume more than 200,000 tons of
corn straw annually. The estimated potential maximum carbon dioxide emission reduction of the program is
400,000 tons/year. The program is planned to be completed and put into operation by the June of 2023. At
present, various construction and installation work is steadily progressing as scheduled.
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The implementation of the coal-to-gas program
effectively reduced pollutants and CO, emissions, and
improved the quality of energy, achieving a coordinated
balance between economic development and
environmental protection.

—pRERE, MENImBEFA. TERET. ETHEPEER
i, RRNEARE, #EERNCIRE,

The implementation of the Program followed a one-stop
and standardized approach for development, engineering,
construction, operation, and maintenance management,
which ensured the quality of the program and met
national specifications and standards.

G ;)\ Positive Impact of Implementing the Coal-to-gas Program
X
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BRISRET AV, (RHREIEIL.

As all companies participating in the coal-to-gas program are
local, they contribute taxes at the local level. The terminal
operators were able to solve the issue of unemployment
among local migrant workers, and also increase the income
of farmers by creating job opportunities for the local labor
force.

BRI SIMESE T TEKAILRE, FERATESGIRR, 1S
NIIETEREST, ﬂ%&aﬁﬁs FANEIT,

Through the implementation of the coal-to-gas program in
accordance with ADB requirements, the company formed its
ESG system and improved its institutional management
capabilities, ensuring its subsequent operation.
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- L Development Mode of Gas-electricity Coordination

TSR

Making before breaking

HENRABEREE, ASaRER30FmEAREM L, ROKREFEA. XBEEHRER £
Z' AR, RERAIEXKEERRER N QEMSHES, BRREHN. REABRKE. NEREE
B, ERFARERLA. ZNEIRN BERESHEEFEXNTRGEES.

Promote rural energy transition, and give full play to the role of the "new force" of new energy such as
photovoltaic and wind power on the basis of the market development of clean energy in the past 30 years. In the
future, the main forms of energy consumption in rural areas will be gas and electricity. Comprehensive consideration
will be given to the effective supply of energy, the improvement of the living environment, the rise in the living
standard of farmers, the solutions to energy consumption costs, the treatment of rural garbage and livestock and
poultry manure and other major issues.

BakE

Integrating the advantages

RIEANRIFER, TRUEEBH. BEEMSABERRZIRF AN EEAEMERD R RREERML
Bz, EXERE, #ithErs. siittiEz. ohARR. ERAE. RSHE, ROKFEUBERIRETILT.
WES, TFAER, BEFERNRUCRERIR, MREE, SiEeE. FaEdts, B TSilmEs
NEFNZLTE. EFTi7. FEEKRN "EH=8" .

Based on the endowment of rural resources, a low-carbon energy supply system will be formed, with green
power, cleaner gas and renewable energy resources as its main components. These components will be
complementary and mutually beneficial. They will be locally produced and locally consumed, and will be developed in
a distributed way. The services will be co-constructed and shared by all customers. By giving full play to the
characteristics of renewable energy such as good economy, high efficiency and sustainability, integrating abundant
green power such as wind and solar power, carrying out power peak regulation, adopting efficient energy storage
and balancing the power supply, it will be possible to realize a safe and reliable, economical and feasible, green and
low-carbon "energy efficiency triangle" in the new power system.

R E

Solving the problems

BRERIRN "EVMREARE" . BRESR . s | "NESEA" FEER,
UHENERNARE. EEEMKREIAN. IRIEHEF ZEEREFKE.

By tackling the drawbacks such as "harm of returning biomass to farmland", "pollution of burning bulk coal",
"garbage pollution" and "high heating cost" in rural areas, the rural living environment, the income of farmers and the
living standards of township residents can be significantly improved.
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BIFES, HEES
Innovative integration and ecological co-
construction
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C O EMERASTRRUFUESHE, WRTESHRER, FRDEEEEA ADB
' T Biomass natural gas forms an ecological chain of the agricultural industry and builds

an ecosystem, with huge market space in the future
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Digital trading platform
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HFCRPBERS, =NtE, BARS, BrARTEERE
Value-added services for digital users, ETI integration to improve services and
rural life quality

* APRUEMREFETERREBRN, BAEERE;
+ Customers may provide the space on their roof and waste straw in exchange for income, thereby improving the quality of their lives;

¢ BEBFUAMISHERS, REKIPRERE, HREmZM;

+ Digitalization of local operation and maintenance services ensures long-term stable income and eliminates any worries;

o MEEREEMNRS, BIETR400FBRERNE, BAHEENE;

+ Value-added benefits can be obtained by offering intelligent energy services to 4 million potential customers in Henan;

¢ RS, ABRTEREHSTCGERS

+ Three-network integration provides diversified value-added services for the government and residents;
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Improve the utilization rate of new energy
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