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Tohle of Coptents

The Combined Entity mainly relies on the cash provided by operating acbvibes, bank loans and advances from related parties bo finance its investing activities and
working capital requirements. |n pamicular, he amawnt due 10 relaled paries in the amount of LISE180,765 a5 of Decarmiber 31, 2074 s due on demand, and LIS341 514
of bank loan will mature in July 2015

Hondon Energy Caymans Limfed (HECL"), the shareholder of the Combined Enlity, has provided a letter of financial support to the Combined Entity including Ehe
corwersion of the USS160,765 due to HECL as of December 31, 2014 into the share capital of Honiton Energy (Xilinguoke) Co. Lid. and Honton Energy (Baotou) Co. Lid,
BE NEcessan

On May 5, 2015 HECL entered inlo & share purchase agreement to sell all of s equily inlenests in Honiton XIL and Honilon BAV (o 8 subsidiany of TerraFonrm Ghobal, inc
("Acouirer). bnconmection with the proposed scquistion of the Combined Entity, the Acquirer has provided a leter 1o HECL staling that the Accuirer will lake necessany
aclions o cause the Combined Enlity 1o make payment when the bank iban malunes

Taking indo consideration the commitments of HECL and the Acquirer o provide the Combined Entity Bhe necessary financial support, management believes the
Combined Enfty will be able to meet its commimants and liabilities when they fal due for a period extending at least one year beyand the date of the financal
slaterments.

b Basis of consolidation

The accompamyng combened firancial stalements include the financial staterments of Honiton XIL and its whaolly owned subsidary Honiton Xilinguole, and Honiton BAY
and its whally cwned subsidiany Honiton Baotouw. All significant infercomparny balances and ransactions have been eliminated in preparning the combined financial
staternents.

€ seof estimales

Trar preparalion of the combined financial saternents in accordance with LS GAAP mequines management to make estimales and assumplions that affect the reported
amounts of assels and liabilties al the balance sheed dates and the reparled amounts of revenues and expenses during the reporting peniods. Actual resulls cousd
materially difer from those esbmates. Significant tems subject to such estimates and assumptions include the useful Ives of property, plant and equipment and land use
rights, the collectibility of accounts receivable, the realizabiliy of deferred income tax assets, the recoverabiity of the carmying amounts of property, plant and equipment
and land use nghts, the accruals for tax uncerainte s and other cortingencees. The Combined Enlity bases its estmates on historical expenence and various other factors
believed fo be regsonable under the droumstances, the resulls of which form the basis for making judgments aboul the carmying value of assels and liabilites that are not
reddily apparent from olher sources. The curment condomic ervironment has incressed the degree of urcertanty inherent n those eslimales and assumplions

d Fareign ciimency

The acoompanying combined firancial statements am presented in the LS. dollar {"USS"). The functional curmency of Honiton XIL and Honiton BAWY is LSS, whieress (he
furctioral currency of Honiton Xisnguole and Honlon Baolou is the Renminbl [RMBT)

Transactiors denominated in foreign cumencies other than the functional curmency are translated into the funchional currency at the exchange rates prevaiing at the dates
of the tansachons. Moretany assets and liabilties denominated in foreign currencies ane translated into the functional cumency using the applicable exchange rates at the
balance sheet dates. The resulting exchange differences are recorded in “foreign currency exchange gain (loss), net” in the combined staterments of comprehensive loss.
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