Highest efficiency step-down transformers & cores
for electricity distribution




Safe harbor statement

Certain statements in this document are forward-looking or predictive statements. Such statements
involve known and unknown risks, uncertainties, and other factors that may cause actual results,
performance, or achievements to be materially different from any future results, performance, or
achievements expressed or implied.

Such factors include but are not limited to market and customer acceptance and demand for our
products; our ability to market our products; the impact of competitive products and pricing; the ability to
develop and launch new products on a timely basis; the regulatory environment, including government
regulation in the PRC; our ability to obtain the requisite regulatory approvals to commercialize our
products; fluctuations in operating results, including spending for research and development and sales
and marketing activities; and other risks as detailed in our filings with the Securities and Exchange
Commission.

The words identifying forward-looking or predictive statements can include believe, expect, anticipate,
intend, and plan and similar words. These statements are subject to risks and uncertainties that cannot
be known or quantified and, consequently, actual results may differ materially from those expressed or
implied by such predictive statements. Readers are cautioned not to place undue reliance on these
forward-looking or predictive statements, which speak only as of the date they are made.
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China Power Equipment, Inc.

China Power designs and manufactures
electricity transformer cores
for the National Grid using amorphous alloy.

Typical transformer consumes 78% less electricity
to operate (at no load) compared to
traditional transformers.

Generates lower pollutants and
retains more net electricity.

Chinese Government has mandated the use
of the energy-efficient amorphous alloy cores
and transformers.

Demand greatly exceeds supply.

o
EPEI China Power Amorphous alloy transformer
Equipment Inc



Primary products

China Power manufactures
59 different products, primarily

amorphous alloy transformer cores.

China Power o0s
transformer production is currently
subcontracted to other companies.

Production will be brought back
In-house within the next year.

These products do not compete
with current customers
that make transformers.

China Power
Equipment Inc

CPEI
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Environmentally
friendly

less power, less coal
IS burned to deliver
the same net electricity.

It prevents adding

environmental carbon dioxide

by 3,972 kilograms,

sulfur dioxide by 120 kilograms, and
nitrous oxide by 60 kilograms i
each year.
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Located in Xiodan, Chi na
Founded in 2006
61 employees

Year 2009 (millions) Year 2010 Q1 (millions)
Sales $23.9 Sales $5.75

Assets $18.9 Assets $19.83
Net margin 17.7% Net margin 20.1%

OTCBB: CPQQ

Price (June 23, 2010) $2.45

Market capitalization $ 36.53 million

52-week price range $0.31-4.58

Shares Outstanding @sofvay12y  14.91 million

Year ends December 31 v
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Investment highlights

Strong government support for higher energy efficiency and lower pollution.
Demand should remain high for many years.

Three patents and years of experience in technology and production,
Longstanding and strong relations with government and customers.

Proven business model, based on extensive collaboration with customers and
suppliers. For example, in exchange for our engineering and design support,
transformer makers agree to buy ALL their amorphous alloy cores from

China Power Equipment.

Location in western China is a competitive advantage.
Positionedtoservewe st er n Chi n a and exgaading mdrkatt g e

Modest debt leverage and a good credit record.
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Revenues, net ($ in thousands) Net income ($ in thousands)
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EBITDA($ in thousands) Operating income ($ in thousands)
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Electricity generation and distrib

China Power Equipment serves the final step-down, Residential

which is the largest transformer market. USers

Step down
to 220 volts

Urban & rural

Substation Substation distribution grid

Step up to higher Step down to
than 500,000 volts 220,000 volts

Power plant

Step up from10,000
to 220,000 volts
or higher

Step down to
20 v or~380v

Industrial Industrial
users users
Step down to 10,000 volts

CPEI

China Power 11
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Energy and pollution advantages | =
of amorphous alloy transformers (compared to steel transformers)

A Higher net electricity = more affordable electricity.

A Lower pollution is achieved from burning less coal
to create the same net electricity.

Energy saved by using amorphous alloy transformers.2

Capacity No-load loss Load loss Annual operation energy
Product :
(kva) (watts) (watts) consumption (kwh)
500 Amorphous alloy transformer 190 5150 11089 45.89%
Traditional steel transformer 690 5150 20462 savings

Pollution reduced by using amorphous alloy transformers.2

Capacity Product Annual SCEP® Annual CO?2 Annual SO?
(kva) saved (kg) reduction (kg) reduction (kg)

Amorphous alloy transformer
500 2207.52 5499.88 165.88
Traditional steel transformer

-
E P E I c hi I"I a POWE r a. Based on company data. 12
E quipment Inc b. Standard coal equivalent.
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Competitive strengths

+ Product and process technology.

+ Successful business model based on technology, cost, and collaboration.
+ Experienced pioneering management and technology team.

+ Compelling growth strategy in a large, rapidly expanding market.

+ Conservative financial profile, modest debt leverage, good credit record.

+ Best | ocation to serve western Chir
Highest market growth in China over the longest period of time.

No local competitor in western and middle China.
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Product and process technology

Three patents

A Consecutive anneal stove
for amorphous metal distribution transformer cores.

A This advanced technology, a three-stage continuous annealing furnace,

improves product quality and speeds production
A 3-phase oil-immersed amorphous alloy transformer.
A Dry type transformer.

Applying for Two New Patents

A Vacuum Oiling Device for amorphous alloy transformer
A Another new type of amorphous alloy transformer

Amorphous alloy pioneer

Extensive expertise and knowledge
provides substantial competitive advantage 1
based on technology, performance, cost, and relationships.
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Successful business model

e el IRl g LOcal grid companies
Potential suppliers I

YL

. Dependable supply Exclusive supplier
Current suppliers —»EPEI e dl | ransformer makers
I

Joint ventures and technical assistance,
I Cultivated the market of amorphous alloy I L including engineering, design, production I

Collaborating with suppliers and customers

Long successful history of close relationships and collaboration with current and
emerging suppliers of amorphous alloy strip, which is in high demand around the world.

Provides extensive engineering, design, process, and other technical assistance to
transformer makers.

Locks in China Power as their exclusive supplier for ALL their amorphous alloy core
needs.
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Growth drivers

Highest-efficiency electrical transformers ]

N S—

Amorphous alloy transformer cores ]

: )

China Power Equi pmentos
development focus

Increasing electricity consumption with less pollution

Y
A

Accelerating urbanization

Y
y G

Continued economic growth in China

. S

= China Power
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Economic growth

Economic growth drives higher electricity consumption.

Accelerating urbanization.

Increasing application rates for appliances in rural China.

GDP Per Capita and Electricity Consumption
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(per hundred households) 49.1
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m\Washing Machine  mRefrigerator 11 Air Conditioner

Source: CEIC & the National Bureau of Statistics of China.
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China is encouraging amorphous alloy transformers

Listed as an important environmental 8.00% - Electricity Transmission and Distribution
protection product since 2000. loss rate

7.50% -
Energy saving transformers
encouraged by the nation since 2005. 7.00%

Chinads State Grid ¢
intent with the World Bank in

AUQUSt 2009 I 26 prOVInceS WI” 2000 2001 2002 2003 2004 2005 2006 2007
gradua”y replace 1661000 Very Source: CEIC: Center from the National Bureau of Statistics of China.
inefficient transformers.

6.00%

That plan is only the first step in Chin

4 )

China is committed to lowering pollution and greenhouse gases
and raising the quality of life for its citizens
by increasing net electricity
\ in both urban and rural regions, at affordable prices. y
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China Power Equl pmentc‘)ﬂé‘

1. Become the number 2 in highest-efficiency amorphous alloy cores
and transformers.

2. Expand into high-quality high-performance cost-effective
electrical products.

3. Earn an internal rate of return comfortably higher than
Its total cost of capital.

4. Have access to adequate growth capital at lowest realistic cost.
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Near-term strategies 1

1. Increase market share in amorphous alloy transformer cores

by effective marketing to the transformer makers and
by cooperating with the makersodé cust
(Chinads governments and their agenc.i

by direct sales to the transformer makers, and

by increasing production capacity and capacity utilization.

2. Continue to market to and support transformer makers

by assisting them with specifications, engineering, design, prototyping,
product performance validation, and production processes
for the amorphous alloy transformers they need for specific applications.

\ .
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Near-term strategies 2

3. Increase market share in high-performance
electrical transformers

by introducing new line of amorphous alloy transformers,

by expanding sales in geographic regions not served
by current customers, and

by increasing internal production capacity and capacity utilization.
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Production capacity

Existing plant

| n t he Xeclodevelogmendzone,
China Power has a manufacturing area
of 1,100 square meters.

] Amorphous alloy core
Under construction production capacity

The new plant will produce
amorphous alloy cores Current plant 1,500 metric tons

as well as transformers.
With new plant 6,500 metric tons

\ .
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Update on new plant for amorphc

This second plant

will add 5,000 metric tons

of capacity for cores,
bringing our total annual
capacity to 6,500 metric tons.

It will validate to our
customers and the
government that

we will deliver in volume
and high quality.

Coming: shake down,
pre-production to qualify,
then partner in production
with our first plant.

Core production will be on the left,
Photographed on April 5. transformer production on the right.
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