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Xinyi Energy (osses)

Expect the central government to solve the electricity subsidy arrears once for
all

China | Utilities and Environmental

2021 results in line with consensus

During 2021FY, the consolidated revenue of Xinyi Energy recorded an increase of 33.4% YoY
to HKS$2,296.6 million. Profit for the year attributable to the equity holders surged by 33.7%
to HKS$1,232.3 million. Basic earnings per share amounted to 17.33 HK cents, a growth of
28.9% YoY. With a final dividend of 10.0 HK cents per share, it represents 99.5% of the
distributable income. The full year dividend of 17.4 cents was in line with market consensus.

The Group’s revenue was mainly derived from two core businesses, namely, (1) solar power
electricity generation and (2) service fee income from the provision of the solar farm
operation and management services. The former includes Sales of electricity and Tariff
adjustment (represents amount received and receivable from the sales of electricity to the
customer pursuant to the government policy on subsidies of solar energy in respect of the
Solar Farm Business). Revenue contributed by the sales of electricity and the tariff
adjustment significantly increased by 55.8% YoY to HK$1,068.4 million (46.5% of total
revenue) and 18.6% YoY to HKS1,218.2 million (53.0% of total revenue) respectively. The
Group recorded HKS10.0 million from the solar farm operation and management services
rendered for the 2021FY, which represented for 0.4% of the total revenue.

Growth driven by new installed capacity

The increase in revenue was not only due to the increase in sunshine hours throughout the
year & a significant increase in electricity generation, mainly attributable to the full
operation of the five solar farm projects in the total of 340 megawatts (“MW”) acquired in
2020 (the “2020 Portfolio”) and the completion of the acquisition of the eight new solar
farm projects in the total of 660 MW acquired in 2021 (the “2021 Portfolio”). In total, as of
31 December 2021, the aggregated approved capacity of the solar farms projects of the
Group amounted to 2,494 MW, as compared to 1,834 MW as of 31 December 2020. In
addition, management has increased new solar farm projects acquisitions to 1 GW in 2022
(660 MW in 2021), primarily for grid-parity projects, with half from parent company Xinyi

Solar and half from third parties. Going forward, management expects to add 1 GW per year.

During the year, gross profit increased by 34.7% YoY to HKS1,679.4 million, which is in line
with the increase in revenue. The increase was mainly due to the greater contributions from
both the solar power electricity generation and service fee income from the provision of the
solar farm operation and management services businesses. Overall gross profit margin
slightly increased by 0.7 percentage point to 73.1%. The increase was primarily due to
increase in revenue outweighed the increase in cost of sales.

Trade receivables had a turnover of 646 days and trade receivables amounted to HKS4,628
million, representing a YoY increase of 32.2%; of which, tariff adjustment receivables
(government subsidies) accounted for 97.7%. Although all tariff adjustment receivables are
expected to be collected (all due from state-owned enterprises, The State Grid Corporation
and the China Southern Power Grid), Ministry of Finance does not set out a rigid timetable
for the settlement of tariff adjustment receivables and the delay in receiving the receivables
may affect the business and financial condition, cash flow and liquidity of the company.
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KEY FINANCIALS

HKD mn FY21 FY22E FY23E FY24E
Revenue 2,297 2,867 3,479 4,061
Net profit 1,232 1,585 1,870 2,124
Reported EPS 0.17 0.22 0.26 0.29
P/E ratio, x 229 18.1 15.4 13.5
Dividend Yield, % 44% 52% 58% 6.6%

Source: Company reports, Phillip Securities Est.
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Investment Thesis

In March 2022, the Ministry of Finance released the Report on the Implementation of
the 2021 Central and Local Budgets and the 2022 Draft Central and Local Budgets,
which mentions "promoting the resolution of the subsidy funding gap for renewable
energy power generation". The market expects a big increase in the central
government's fund budget expenditure at this level, which may be related to solving
the shortfall of renewable energy subsidies. If the renewable energy subsidy shortfall
is resolved, the company is expected to reduce its receivables and improve its cash
flow position, which will allow it to use more funds to build new projects. We expect
2022-2024 EPS to be HKDO0.22, HKDO0.26 and HKDO0.29 respectively, with PT of
HKD4.74, implies a FY22E P/E of 21.6x (~2-yrs historical average) and FY22E yield of
~4.4%. Our investment rating is “Accumulate”.

Risk factors

1) lower-than-normal sunshine hours; 2) lower-than-expected new solar farm
projects installations; 3) higher-than-expected acquisition costs; 4) changes in
national policies on new energy and subsidies; and 5) higher-than-expected operating
costs.

* The analyst has a financial interest in the listed corporation covered in this report.
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Financial

Consolidated of Profit or Loss Consolidated of Financial Position
Dec Y/E, HKD mn FY20 FY21  Fy2ee FY23E FY24E Dec Y/E, HKD mn FY20 FY21 FY22E FY23E _ FY24E
Revenue 1,722 2297 2,867 3,479 4,061 Non Current Asset
coss (475) (617) (740) (885) (990) PPE 10998 13838 16933 20060 21581
Gross Profit 1,247 1,679 2,127 2,594 3,071 Others Toa007" p22 1,190 1142 1,080
Other income 9 23 25 31 38 Total Non Current Assets 12,005 15063 18,123 21203 22,661
Other (losses)/gains, net 2 (22) (12) (18) (17) Current Asset
Administrative expenses (45) (55) (91) (97) (110) Inventory - - - - -
Operating Profit 1,213 1,626 2,050 2,514 2,982 Trade and other receivables 3,916 5,031 6,402 7400 8,987
Net Interest (125) (169) (176) (303) (471) Bank balance and cash 1,312 1,105 1,126 1633 2,066
Profit before tax 1,089 1,456 1874 2,211 2,511 Others " 0" 3 3 3 3
Income tax (166) (222) (286) (337) (383) Total Current Assets 5,229 6,139 7,531 9,130 11,056
Shareholders Net profit 922 1232 1,585 1,870 2124 Total Assets 17,234 21,202 25654 30333 33,717
Reported EPS 013 017 0.22 0.26 029 Current Li
DPS 0.1s 017 0.21 0.23 026 Payables 720 831 1,058 1177 1,297
Payout ratio 107.9%  1004%  95.0% 90.0% 90.0% Interest-bearing Borrowings 1210 2,036 3,903 5855 7,022
Shares outstanding 6,360 7110 7227 7,273 7,247 Other Non-current Liabilities " 188" 1837 1,934 2,006 2,345
Total Non-current Liabilities 3,775 4,708 6,895 9,128 10,664
Non Current Liabilities
Long-term debt 653 2,844 4,808 6922 8338
Others "7 1083 1,09 1,033 1,013
Total Current Liabilities 1,418 3,937 5,867 7,955 9,352
Key Financial Data Equity
Dec Y/E FY20 FY21 __ FY22€ FY23E FY24E Shareholders" equity 12,005 12553 12,880 13235 13682
Valuation Ratio Non-controlling interests 5 8 1 15 19
P/S ratio, x 15.8 123 100 8.3 71 Total equity 12,010 12560 12,891 13250 13,701
PJE ratio, x 295 229 181 15.4 135 Total Liabilities and Equity 17,234 21,202 25654 30333 33,717
Dividend Yield, % 3.7% 4.4% 5.2% 5.8% 6.6%
Per share data (RMB)
EPS 013 017 0.22 0.26 029 idated of Cash Flow
BUPS 175 177 1.78 182 189 Dec Y/E, HKD mn Fr20 Fr21 FY226 FY23E  FY24E
DPS (HKD) 015 017 021 023 026 cFo
Profit before income tax 1,089 1,456 1,874 2211 2511
Growth & Margin D&A add-back 427 559 675 750 887
Growth Others T e (88) (110) (38) 88
Revenue Growth 8.1% 33.4%  24.8% 21.4% 16.7% Net (inc)/dec working capital "oz (702)  (L144) (973)  (1374)
Gross Profit Growth 2.6% 34.7%  267% 21.9% 18.4% Net cash flow from operating activities 1,071 1,225 1,205 1998 2113
Operating Profit Growth 3.6% 30.0%  26.1% 22.6% 18.6% cFl
Net Profit Growth 3.5% 33.7%  28.6% 18.0% 13.6% Purchase of PP&E and Investment (1251)  (3128)  (3.735)  (3870)  (2,345)
Margin Others @) 19 20 20 29
Gross Profit Margin 72.4% 731%  742% 74.6% 75.6% Net cash flow from investing act (1254) (3109  (3,715)  (3,850)  (2,317)
Operating Profit Margin 70.5% 708%  715% 72.3% 73.4% CFF
Net Profit Margin 53.5% 53.7%  55.3% 53.8% 523% Net Borrowings 50) 3,005 3,733 3905 2,333
Others (113)  (1356)  (1292)  (1502)  (L697)
Key Ratios Net cash flows from financing activities (203) 1,649 2,011 2,363 637
ROE 8.3% 100%  12.5% 14.3% 15.8% Net Change in Cash (385) (235) 21 507 433
ROA 5.7% 6.4% 6.8% 6.7% 6.6% Cash and CE at Y/E 1,312 1,105 1,126 1633 2,066

Current Price as of: July 4
Source: PSHK Est.
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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.
© 2022 Phillip Securities (Hong Kong) Limited
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