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Jingneng Clean Energy (579.HK)

Soars in Profits, Continuous High Growth to Be Expected

Hong Kong | Environmental protection| Company report

Rapid progress seen in the level of profitability

The company realized an operating income of RMB 14.346 billion in 2015, a year-on-year
increase of 64.35%; the profit attributable to shareholders stood at RMB 1.91 billion, a year-
on-year increase of 58.12%. The EPS was 27.81 cents, up by 51.22% YoY and close to
expectation. The performance growth could mainly be attributed to the increase of
electricity sales as a result of the increased in-production installed capacity in the segment
of gas-fired power and heat energy generation and the segment of photovoltaic power
generation in 2015.

The company continued to see performance growth in the first quarter of 2016, realizing an
operating income of RMB 4.607 billion, a year-on-year increase of 18.51%; profit before tax
stood at RMB 1.12 billion, a year-on-year increase of 38.4%; net profit amounted to RMB
799 million, a year-on-year increase of 43.06%; power generation reached 7.191 billion kWh,
a year-on-year increase of 15.07% and far greater than the market expectation.
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Significant increase in installed capacity and powegeneration

Thanks to the successful commissioning and safe operation of the four thermal power
centers in whose construction the company was involved, rapid increase was seen in the
gas-fired power and heat energy generation business in 2015, resulting in a 81.02% year-on-
year increase of the power generation and up to 19.722 billion kWh, which accounted for
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KEY FINANCIALS

RMB mn FY14 FY15 FY16E FY17E
Revenue 8,729 14,346 15,70916,840
Net Profit 1,208 1,911 2,104 2,312
P/Ex 116 75 68 6.2
EPS, HKD 018 028 031 034
P/B, x .1 10 09 08
BVPS, HKD 1.82 205 229 256
ROE, % 93 136 134 132

Source: Company reports, Phillip Securities Est.

Research department
(+86 21 51699400-107)
research@phillip.com.cn

Page | 1 | PHILLISECURITIES (HK) RESEARCH



PhillipCapital

i|\[o {o @y N, [{I Company report

76.13% of the total power generation. The photovoltaic power generation business
also witnessed rapid development, with the installed photovoltaic capacity increasing
by 62.96% to 440 MW and the photovoltaic power generation increasing by 39.62%
to 630 million kWh. Driven by the various businesses of the company, total power
generation increased significantly to 25.905 billion kWh, a year-on-year increase of
58.43%. Its consolidated installed capacity reached 7,240 MW, a 306 MW increase as
compared to the same period of last year. The company plans to increase the
consolidated installed capacity to 13,350 MW by 2020, by which the annual average
compound growth rate of the company’s production capacity is estimated to reach
13%.
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Continuous reduction seen in financial costs

While continuously expanding its operations performance, the company also made
efforts to further optimize its financial structure, with the net indebtedness
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decreasing to 58.84% in 2015 from the 65.4% in 2014. In addition, the company also
managed to reduce its financing costs by issuing short-term financing bonds at low
interest rates. The average interest rate on borrowings of 2015 was thus decreased
to 4.89% from the 5.71% in 2014. At the end of the first quarter of 2016, the average
interest rate on borrowings was only 4.2%. The financial costs for the year are thus
estimated to be able to be substantially decreased.

Coordinated development seen in the various busine@segments

Upholding the development strategy of "expanding gas-fired power, strengthening
wind power, optimizing hydropower and increasing photovoltaic power", the
company managed to minimize the risks and fluctuations brought by power
generation relying on single energy in an effective manner with its consequently
diversified business structure. According to the company, it will make continuous
efforts to develop gas-fired power generation business in the future and attempt to
expand its business to other parts of the country with Beijing as its headquarters. It
will also seize the policy opportunities to develop wind power generation and
photovoltaic power generation business. However, without a good acquisition target
and given the limited water resources, hydropower business is estimated to grow
relatively slowly.

Valuation and rating

On the one hand, against the backdrop of energy restructuring, the company will
benefit from the trend of strongly developing the clean energy industry in China. On
the other hand, the solid operations relating to the gas-fired power generation
business and rapid development in the wind power generation and photovoltaic
power generation in the company will support a continuous growth in its level of
profitability. On this basis, we estimate that the EPS of the company in 2016 and 2017
will be RMB 0.31 and RMB 0.34, respectively. Target price will be HKD 3.2, and the
rating will be maintained at Buy. (Closing price at 10 August 2016)

Risk warnings

Increase in installed capacity fell short of expectation;

The production capacity of newly started projects fell short of expectation.
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Financials

FYE FY13 FY14 FY15 FY16E FY17E
Valuation Ratios

Price Earnings(P/E) 11.0 11.6 7.5 6.8 6.2
Price to Book(P/B) 1.3 1.1 1.0 0.9 0.8
Per share data(RMB)

EPS,Adjusted 0.19 0.18 0.28 0.31 0.34
Book Value Per Share 1.65 1.82 2.05 2.29 2.56
Dividends Per Share 0.04 0.04 0.07 0.07 0.08
Growth & Margins(%)

Growth

Revenue 50.7% 39.6% 64.3% 9.5% 7.2%
Operating income 32.9% 14.5% 44.3% 10.5% 6.3%
Net profit 27.6% 4.0% 58.2% 10.1% 9.9%
Margins

Gross profit margin 41.5% 38.1% 26.5% 27.6% 29.0%
Operating profit margin 32.7% 26.9% 23.6% 23.8% 23.6%
Net income margin 18.6% 13.8% 13.3% 13.4% 13.7%
Key Ratios

ROE(%) 10.6% 9.3% 13.6% 13.4% 13.2%
ROA(%) 3.3% 2.8% 4.0% 4.4% 4.6%
Income Statement(RMB mn)

Revenue 6,255 8,729 14,346] 15,709 16,840
Gross Income 2,595 3,327 3,801 4,336 4,884
Operating Income 2,047 2,344 3,382 3,739 3,974
Pretax Income 1,450 1,572 2,561 2,756 3,015
Net profit 1,161 1,208 1,911 2,104 2,312

Source: Company, Phillip Securities (HK) Research Estimates

(Financial figures as at 10 August 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 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within _+ 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-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.
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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.
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