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Huaneng Renewables (958.HK)

Installed Capacity Reached a Record High

Hong Kong | Public Utility| Company report

Increased Electricity Sales Promoted Revenue

In 2015, Huaneng Renewables achieved revenue of RMB7.36 billion, representing an
increase of 19.6% as compared with 2014. Also, the electricity sales increased by 20.3% to
14.01 billion kWh over last year. These increases are mainly attributable to i) increase in
installed capacity, ii) continued optimization of structure and layout and decrease in grid
curtailment ratio and iii) increase in average utilization hours resulting from improved wind
conditions.

The company achieved operating profit of RMB4.12 billion, representing an increase of 23%
as compared with 2014. Net profit attributable to parent company stood at RMB1.86 billion,
soaring by 65.9% over 2014, which primarily results from the drop in average financing cost
rate and the rise in foreign exchange gains. Besides, its EPS was RMB0.19.

The Scale of the Newly Installed Capacity Reached a Record High in 2015

In 2015, the company achieved a total power generation of 14,669 GWh, representing an
increase of 20.5% year-on-year. Of which, wind power generation amounted to 13,852 GWh,
representing a year-on-year increase of 18.6% and solar power generation amounted to 818
GWh, representing a year-on-year increase of 62.6%. The weighted average utilization hours
of the company’s wind farms in 2015 were 1,882 hours, representing an increase of 0.4% as
compared to 2014. Besides, the weighted average utilization hours of the company’s solar
power projects in 2015 were 1,591 hours, representing an increase of 12.0% as compared to
2014. The company's newly installed capacity in 2015 was 2,334 MW, of which the newly
installed wind power projects were 2,194 MW, and the newly installed solar power projects
were 140 MW. The scale of the newly installed capacity reached a record high. Of the newly
installed projects, 1,252MW were located in Tier | to Ill Wind Resources Regions, and 942
MW in Tier IV Wind Resources Regions, which effectively avoided the risk of tariff cut, and
assured project return in advance. As of the end of 2015, the total installed capacity of the
company reached 10,345.4 MW, representing an increase of 34.1% year-on-year. Of which,
the wind power installed capacity amounted to 9420.4 MW, up 29.1% year-on-year, while
the solar power installed capacity stood at 625 MW, increasing by 28.9% over the same
period last year.
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Power Generation Surged in May 2016

In May 2016, the company achieved a total power generation of 2,247 GWh,
representing an increase of 43.4% year-on-year. Of which, wind power generation
amounted to 2,157 GWh, representing a year-on-year increase of 44.2% and solar
power generation amounted to 90 GWh, representing a year-on-year increase of
26.7%. The increase in power generation is mainly attributable to the improvement in
wind resources (a YoY increase of 6%) and decrease in grid curtailment ratio in some
regions. In the five months ended on 31 May 2016, the company achieved a total
power generation of 8,894 GWh, an increase of 33.0% as compared to last year. Of
which, wind power generation amounted to 8,501 GWh, representing a year-on-year
increase of 33.4% and solar power generation amounted to 393 GWh, representing a
year-on-year increase of 23.9%.

Abundant Project Reserve Underpins Future Growth of The Company

In 2015, the company undertook regular wind power projects with an aggregate
installed capacity of 1,648.5 MW which were included in the fifth batch of the wind
power project pre-approval list issued by the National Energy Administration. The
projects are mostly located in Tier IV Resources Regions with high tariff and limited
grid curtailment. The capacity of wind power included in the key wind farm
development base plan and the distributed plan were 433.5 MW and 30 MW,
respectively. The capacity of wind power included in wind power generation for heat
supply plan was 50 MW. The total capacity included in the annual plan amounted to
2,162 MW. The Company obtained a total approved capacity of 1,782 MW in wind
power projects in 2015. The project agreements for wind power development were
signed to develop capacity of more than 1 million kilowatt. Additionally, the company
obtained the filed photovoltaic projects with capacity of 300 MW for the year, and
entered into agreements in relation to the development of photovoltaic capacity of
691 MW. The current wind power industry is facing a relatively high grid curtailment
ratio in some regions, but it is worth noting that the company's new installed
capacity will decline significantly after the installation rush. The management expects
that only 1.4 GW of new installed capacity (1.2-1.3 GW of wind power and 0.1-0.2
GW of PV) and 1.0-1.5 GW of new installed capacity will commence in 2016 and 2017,
respectively, lower than the 2.4 GW in 2015.

Evaluation

The company's advantageous geographical layout ensures an annual grid curtailment
ratio of approximately 9%. It avoids the regions of severe grid curtailment such as
Gansu and Heilongjiang. Also, the installed capacity of Jilin and Xinjiang accounts for
4% only, contributing to low average grid curtailment ratio. We give the company the
target price of HKS$3.0, equivalent to 10 P/E in 2016. (Closing price as at 15 June 2016)

Risk warnings
The new installed capacity falls short of expectations
Wind resources reduce

Grid curtailment ratio increases
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Financials
FYE 2013 2014 2015 2016F 2017F
Valuation Ratios
Price Earnings 20.0x 16.7x 10.9x 8.3x 7.0x
Price to Book 1.3x 1.3x 1.1x 1.0x 0.9x
Dividend Yield 1.0% 1.0% 1.4% 1.9% 2.9%
Per share data(RMB)
EPS Adjusted 0.10 0.12 0.19 0.25 0.30
Book Value Per Share 1.55 1.66 1.83 2.13 2.39
Dividends Per Share 0.02 0.02 0.03 0.04 0.06
Growth& Margin
Revenue growth 46.7% 4.1% 19.6% 30.0% 15.0%
Operating income growth 28.6% 19.8% 23.0% 20.8% 15.0%
Net Profit growth 63.6% 22.8% 65.9% 30.4% 19.2%
Profitability Ratios
Operating Margin 47.3% 54.4% 56.0% 52.0% 52.0%
Net Profit Margin 15.4% 18.2% 25.3% 25.4% 26.3%
Dividend Payout Ratio % 19.8% 17.4% 15.7% 16.0% 20.2%
Key Ratios
Return on Assets 1.6% 1.7% 2.4% 2.8% 2.9%
Return on Equity 7.1% 7.4% 11.0% 12.3% 13.1%
Effective Tax Rate 6.7% 6.9% 6.9% 7.0% 7.0%
Liability ratio 75.5% 77.2% 77.4% 77.5% 78.0%
Income Statement(RMB: mn)
Revenue 5,909 6,151 7,357 9,564 10,999
- Selling, General & Admin Expenses 3,195 2,973 3,676 4,782 5,499
Operating Income 2,793 3,346 4,116 4,973 5,719
- Interest Expense 1,911 2,143 2,238 2,462 2,708
- Net Non-Operating Losses (Gains) -205 -50 -45 -50 -60
Pretax Income 1,009 1,232 2,041 2,661 3,171
- Income Tax Expense 67 86 141 186 222
Income Before XO Items 942 1,147 1,899 2,475 2,949
- Minority Interests 29 26 40 50 59
Net Profit 913 1,121 1,860 2,426 2,890

Source: Company, Phillip Securities (HK) Research Estimates

(Financial figures as at 15 June 2016)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock’s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in
this report.

Firm's Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1%
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of
different product’s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
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