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Analysis on Recent Price Correction in the Power Industry:

On the evening of October 7, a letter was circulated on the Internet regarding the approval
of additional coal mine production capacity in 72 sites in Inner Mongolia. On October 8, the
power and coal industries record an approximately 5% - 15% share price correction on a
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single-day. We view the market correction is due to the concerns with potential increase on
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thermal coal prices since August has reached about 67%, much higher than the upper
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view increase on coal-supply is positive for CRP. On October 8th, the State Council states the ;0 2rd Group Inc 1.57%
adjustment allowed for electricity prices was raised from about 10%/15% to 20%. Blackrock Fund Advisors 0.73%
Looking at the longer-term, we maintain the price target of $33.4 HKD for CRP with positive
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prospects; 1). Accelerated transition to new energy power generation during the 14th-Five '
Year Plan period and 2). Possibility of A-share fund-raising. -
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Autonomous Region Energy
Bureau's emergency notice
on accelerating the release
of coal mine production
capacity>>

potentially release 98.35 million tons of
production capacity.

Source: Company reports, Phillip Securities Est.

Sept 16, 2021

<<Improve the dual control
scheme of energy
consumption intensity and
total amount>>

By 2025, the dual control system of
energy consumption will be more
complete, the allocation of energy
resources will be more reasonable, and the
utilization rate will be greatly improved.
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Increase supply of coal would relieve pressure on coal-fired power

generation.

On the evening of October 7, a paper circulated on the Internet named "emergency
notice from the Energy Administration of Inner Mongolia Autonomous Region on
Accelerating the Release of Part of Coal Mine Production Capacity". The primary
takeaway from this paper is 72 coal mines have been approved for additional
production that will release about 98.35 million tons of production capacity,
accounted for approximately 2.5% of the 3.9 billion tons of raw coal output in China
in 2020. Thermal power generation from January to August 2021 increased by 13.7%,
however the growth on coal supply is limited. We view thermal power companies are
expected to a). Reduce coal prices and operating losses for coal-fired capacity, b).
Provide sufficient coal supply to ensure utilization hours.

We view the reason for shortage on coal is due to a). Strong demand for electricity
consumption. From January to August in 2021, total electricity consumption in China
increased by 14.7%/15.4% compared with the same period in 2020/2019. The
increase on electricity consumption is at 13.7% that outpace the production increase
on coal in China at 4.4%.

Figure 1: China Coal Statistics.

Jan - Aug
2017 2018 2019 2020 2019 2020 2021
China Goal production {000 352 36.8 385 39 2493 2488 2597
million ton)
Growth (yoy%) 33%  45%  46%  13% | 45%  019%  4.4%
;C[J:Tr'jm imported Coal (000 million 271 282 3 3.04 290 290 198
Growth (yoy%) 63%  41%  64%  13% | 81% 002% -10.3%
Total energy consumption (000 | g3 477 gaa49 72265 75110 | 47422 47676 54.704
million fwh)
Growth (yoy%) 66% 85%  45%  31% | 44%  054% 147%

Total Coal-fired Electnicity
Generation (000 million fowh)
Growth (yoy%s) 5.1% 4.8% 3.7% 2.2% 3.3% -0.4% 13.7%

Source: MBS, NEA

46,627 49,795 51654 52799 | 34206 34,069 38723

Source: company, PSHK

Allowed Price Adjustment on Electricity Price widen to 20%, while

Energy-Intensive Industries are not subject to the Limit.

On October 8, the executive meeting of the State Council made it clear that "on the
premise of maintaining stable electricity prices for residents, agriculture, and public
welfare undertakings, the allowed price adjustment on electricity prices shall not
exceed 10% and 15%, respectively. In principle, they shall not exceed 20%. For high
energy-consuming industries, electricity price are not subject to the 20% adjustment
limit. "l view that would relieve the pressure of rising coal-price into the input cost.

Power Consumption Growth Expected to Slow Down in the Coming

Months.

According to the Barometer of Completion of Energy Consumption Dual Control
Targets in Various Regions in the first Half of 2021 published by the National
Development and Reform Commission on August 17 2021, the energy intensity in 9
provinces in the first half of the year did not fall but increased and being issued a
first-level warning. Compared with the barometer of the completion of the dual
control targets for energy consumption in the first three quarters of 2020, we view
the pressure on power curtailment and emission reduction is heavy. It will lead to a
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reduction on demand for coal-fired generation. We view electricity consumption
growth deceleration would relieve pressure on rising coal price and thus improving
the operation of CPR.

Figure 2: China Electricity Consumption Growth (yoy %)
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Source: company, PSHK

Risk factors

1) The illness is not controlled as expected

2) Coal prices continue to rise sharply.

3) The scale of new energy installed capacity is less than expected.

4) The price of photovoltaic/wind power equipment has risen more than expected.
5) The subsidy collection rate is slower than expected.
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Cconsolidated Statement of Finandal Position

DeC Y/E, HKD min FY19 Y20 FYZ1E FY22ZE FYZ3E DeC Y/E, HKD min FY19 Y20 FYZ1E FY¥22E FYZ3E
Revenue 67,758 69,551 Bi,455 BE 614 90,724 Asset
COGS [fuel cost) [33,318) (32,484} (45,018} [40,675) (39,554 FFE 150,581  1B0,E17 157,833 213,086 226,576
Gross Profit 34440 37,057 36,437 45935 51,130 Accounts receivable, netofalle 20,385 31,428 35, B0 38,138 40,996
Depreciation & amortization (10,631} (11,713} (12,584} [14,747) (16,510) Other receivables 12,076 g,B50 11,536 12,267 12,548
Employes s3lary expenses [5,1=0) (5001} [5,262) (6,631} (6,971) Azzocistes and IV loans Binver 14,440 14,503 15,108 15,750 16,424
Repair and maintenance (1,854} (2,118} [2,224) (2,351} (2,473) Inventories 3,172 2,512 3,410 3,626 3,7E8E
Material costs (1,036} (1043} (1,133} (1,218) (1,2BE) Mining B natural resources righ 472 4,625 4,626 4,626 4,525
Rental and other costs [7&5) (7o) [751) [E17) [B&5) Cperating lease right of use as: 5,378 5,704 &,5B0 7,103 7,440
Other expenzes 2,884} (2,157} [2,342} (2,514) (2,564) Cazh and cazh eguivalents 4,507 5,036 5,585 &,545 E,A478
Operating Profit 12,179 13323 10,711 17,659 20,358 Cthers 4,315 4,756 4,903 4,957 5,018
Impairment losses (2,284} (500} (651} G [7a1) Total Assets 215,736 299,632 2ZBEASE 307,211 326,202
Cther income 2,B51 2,460 2,BEL 3,064 3,200
Other gains and losses 143 (1,050 - - - Liahdlites
Financing costs (3,767} (3,422} [3,%22) (4,324} ([4,50E) Accounts Payable and Accrued 28,720 33,587 38,335 41,537 43,512
JV and associates 551 7o 536 EET] 1,043 Bormowings E7, 804 102,267 115660 124627 131,406
Earning before tax 9653 11471 995 16,696 19,262 Fayables to associate B Jvs 7,357 E,257 9,670 10,253 10,770
Income tax expense (2,312} (2,784} (2,425} (a,087) (a,652) Cthers 5,038 9,571 11,208 11,918 13,454
Met earning 7341 677 7,531 12,629 14,570 Total Lishilities 129020 153,682 175875 1BE 655 108472
Adtrib. to NCI [751) [E5E) [7a5) (1,248} (1441
Attrib. to Perpetual Egquity - (235} [235] [235} [235) Exquity
Profit attributable to owner 6,500 7,583 6,551 11,144 12 893 Perpetual equity 5,552 10,527 10,527 10,527 10,527
NCI §,210 9,320 10,085 11,315 12,756
Key Finandal Data Sharehokders' Equity 72,524 ES, 203 B8, 731 95,415 104,147
Dec Y/E FY19 Y20 FYZ1E FY22ZE FYZ3E Total Equity B6,716 105,950 110,624 118 556 127,730
Valuation Ratio Total Lisbilities and Equity 215736 259,632 2B6408 W7, 21 326,202
F/E ratio, x 2482 18.52 24.53 1442 12.45 Net gearing () o5 7H o1 EH B5.5% 25.5% BE.2%
/B ratio, x 2.20 1.87 1.7 1.67 154 Tota! iabilties, total Azzets () 58.5% 58.2% 51.4% 61.4% 50.5%
Dividend Yield , % 1.64% 1.55% 1.63% 2.7E% 3.21%
Consolidated Statement of Cash Flow
Per share data [HKD]) DeC Y/E, HKD min FY19 Y20 FYZ1E FY¥22E FYZ3E
EFs 1.37 1.58 1.36 2.32 2.68 CFO 20,508 20,702 23,613 30,753 34,684
EVPE 15.16 i7.B4 15.85 20,04 21.85 Profit before tax 2,853 11,470 9,956 16,686 15,262
DFS [HKD) 0.55 0.63 0.55 0.23 1.07 DEwa 10,631 11,713 12 284 14,747 15,510
Chg in working cap (2,335} [3,488] 280 113 B0
Growth & Margin InCome tax paid [2,044) [2,783) [2,573) [4,131] [4,743)
Growth Cthers 4,603 3,508 2 9B 3,328 3,565
Revenue Growth -11.5% 268 17.1% 6.3% 4.7% CFI [21,385) [2B,624) ([29,668) (2%,647) (2%,630)
Gross Profit Growth -B.2% 7.6%  -17H 261%  113% Capex [22,542) (30,528) (30,000) (30,000) (30,000)
Operating Profit Growth 3.5% A% -19.6% 54.5% 15.3% Others 1,146 1,205 332 353 370
Met Profit Growth 66.5%  15.1% 136 T0A%  15.7% CFF [2,085) 7,485 5,614 (54} [3,225)
Margin Interest paid [2,230) [3,575) [4,157) [4,560) |a,543)
Gross Profit Margin 508%  53.3%  s4a7h 53.0% S564% Cividend paid (2,573 [3,581) [2,622) [4,451) |5,151)
Operating Profit Margin 1E0%  19.2%  13.2%  204%  224% Total bond issurance [1,483)  14,2BE 13,383 E,557 6,779
Met Profit Margin o.TH 10.5% E.0% 12.5% 14.2% Others 6,202 765 - - -
Met Change in Cash [2,872) [427) 558 1,053 1,528
Key Ratios Forgign exchangs (87} 556 - - -
RCE o.2% 9.5% 7.5% 12.0% 12.5% Cash and CE at Y/E 4,207 5,038 5,585 8,848 B 478
RO& 3.1% 3.2% 2.4% 3.5% 4.1%

Source: Wind, PSHK, as of Oct 18, 2021
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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.

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.
© 2021 Phillip Securities (Hong Kong) Limited
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