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ENN ENERGY (2688.HK)

Value-added business has great potential for growth, and privatization plan is
progressing steadily

China| Gas|

Investment Summary

In 2024, the company's revenue was 109.85 billion yuan (RMB, the same below) with a year-
on-year decrease of 3.5%, mainly due to the company's gas wholesale business focusing
more on the domestic market and the engineering installation business being affected by
the continuous bottom adjustment of the Chinese real estate market. In terms of business,
the revenue of retail gas sale business was 60.75 billion yuan, basically keeping the same
compared with the same period of last year; the revenue of integrated energy business was
15.27 billion yuan with a year-on-year increase of 5.2%; the revenue of gas wholesale
business was 25.14 billion yuan with a year-on-year decrease of 15.3%; the revenue of
engineering installation business was 4.1 billion yuan with a year-on-year decrease of 23.3%;
the revenue of value-added business was 4.59 billion yuan with a year-on-year increase of
24.1%, the comprehensive customer unit price increased to 612 yuan/household, the
comprehensive customer penetration rate reached 23.9%, and the city gas business has
accumulated 31.38 million household users. We believe that this business has a large
potential for growth, and it is expected that the revenue growth rate will remain above 20%
in 2025. The sales and administrative expense rates were the same as last year, showing that
the company has successfully carried out cost control. Thanks to the continuous promotion
of the gas price adjustment policy, the profits of associates and joint ventures improved
significantly, reaching 912 million yuan with a year-on-year increase of 90.8%. Net profit
attributable to the parent company was 5.99 billion yuan with a year-on-year decrease of
12.2%; EPS was 5.35 yuan with a year-on-year decrease of 11.6%. In 2024, the company paid
a dividend of HKS3 per share. The company has been paying dividends since 2004, and the
dividend amount has been steadily increasing for most of the time, and the shareholder
return is attractive.
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Chart 1: Dividend payout ratio
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KEY FINANCIALS

RMB mn FY24  FY25E FY26E FY27E
Revenue 109853 111389 113498 115876
Net profit 5987 7312 7450 7606
Diluted EFS (RMB) 5.35 6.53 6.66 6.80
P/E ratig, x 10.8 89 B7 B5

Dividend Yield, % 47% 5.0% 5.1% 5.2%

Source: Company reports, Phillip Securities Est.
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2025 Q1 operating results

Retail gas sale business

In the first quarter, the company's retail gas volume was 7.26 billion cubic meters with a
year-on-year increase of 0.3%, of which the gas sales volume to industrial and commercial
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users were 5.23 billion cubic meters with a year-on-year increase of 0.1%, and the
sales volume for people's livelihood was 1.97 billion cubic meters. The daily gas
volume of newly developed industrial and commercial users was 2.5 million cubic
meters, and the number of newly developed household users who completed
engineering installation was 287,000, all of which remained stable. The company
continued to expand its gas volume base. The company actively signed contracts with
the three major oil companies to increase gas volume and steadily obtained long-
term contract resources from PetroChina to meet customer needs. At the same time,
the company continued to optimize the transfer of resources from cooperative
manufacturers and strengthen cooperation with local provincial gas companies and
other resource parties.

Chart 2: Retail Gas Sales Volume Breakdown
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Integrated energy business

As of March 31, 2025, the company has put into operation 367 large-scale integrated
energy projects and 73 large-scale projects under construction, with a maximum
energy consumption of more than 63.9 billion kWh. The company's cumulative
integrated energy sales volume is 10.04 billion kWh with a year-on-year increase of
9.9%. The cumulative grid-connected photovoltaic + under-construction installed
capacity reached 1,029 MW, the cumulative grid-connected energy storage + under-
construction installed capacity reached 200 MWh.

Value-added business

The penetration rate of existing customers of the value-added business was 3.7%,
and the penetration rate of new customers was 49.8%. A total of 12 new projects
were put into operation (including 1 urban gas project), with 287,000 new household
customers, and the business base continued to expand.

Privatization plan is progressing steadily

In May 2025, the parent company of the company, ENN Natural Gas (600803.SH),
announced that the shareholders' meeting had approved by a high vote that ENN
Natural Gas intended to privatize ENN Energy by way of an arrangement, and that
ENN Natural Gas would be listed on the main board of the Hong Kong Stock Exchange
by way of introduction. The evaluation company gave a total consideration of
HKS80.00 per share for the privatization plan of ENN Energy, corresponding to a
market value of HK$90.5 billion, which still has room for an increase of about 24%
compared with the current share price. After the completion of this transaction, the
parent company ENN Natural Gas can give full play to its advantages in natural gas
resource pools and the storage and transportation capacity of LNG receiving stations,
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providing effective support for ENN Energy to cope with changes in downstream
customer demand. At the same time, ENN Natural Gas can match upstream gas
sources with ENN Energy's customer needs, further expand the resource pool, and
improve the efficiency of Zhoushan LNG receiving stations, forming a growth model
of "internal and external double loops" of coordinated development.

Investment Thesis

In Jun,2024, the National Development and Reform Commission released the
National Natural Gas Operation Express Report for May 2025. According to the
statistics, in May 2025, the apparent consumption of natural gas nationwide was
36.42 billion cubic meters with a year-on-year increase of 2.4%. From January to May
2025, the apparent consumption of natural gas nationwide was 176.89 billion cubic
meters with a year-on-year decrease of 1.3%. China Petroleum Economics and
Technology Research Institute predicts that China's natural gas demand will continue
to grow in the future, and China's natural gas demand will be 610 billion cubic meters
in 2035. In 2023, the National Development and Reform Commission issued the
"Guiding Opinions on Establishing and Improving the Upstream and Downstream
Price Linkage Mechanism for Natural Gas." Under this guidance, different cities have
continuously introduced and improved local natural gas upstream and downstream
price linkage mechanisms based on the development of the local natural gas industry
and economic conditions and have launched or accelerated price linkage reforms.
The company has actively followed the reform trend and promoted price
adjustments for residents. As of the end of December 2024, the company’s
cumulative completion rate for gas price adjustment was approximately 63% of
residential gas volume. Since 2025, the old-for-new policy had continued to gain
momentum, involving more and more products, and consumers' enthusiasm for
participation had been high. The company has continuously consolidated its basic
products and services. We believe that as the old-for-new policy continues to gain
momentum, the value-added business is expected to become an important business
growth engine for the company.

We predict that the company's operating income will be 111.39 billion yuan, 113.50
billion yuan and 115.88 billion yuan respectively in 2025-2027. EPS will be
6.53/6.66/6.80 yuan, corresponding to the P/E of 8.9x/8.7x/8.5x. The slight increase
in the company's gas sales in the first quarter was mainly due to the warm winter.
We believe that the company's gas sales are expected to improve in the winter of
2026. We give the company a target price of HK$72.86, corresponding to a P/E of 10
times in 2026., and we maintain our investment rating of" Accumulate ". (Current
price as of Jul 10)

Risk factors
Supply and demand adjustments, real estate industry downturn, natural gas price
fluctuations, and national policies.
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Financial

Consolidated Statement of Profit or Loss

Dec Y/E, RME mn FY23 FY24 FY25E FY26E FY27E
Total Revenue 113858 109853 111389 113498 115876
Cost of sales 99520 96448 95476 97284  -99322
Gross profit 14338 13405 15912 16214 16553
Operating expenses 5315 -5131 -5654 5761 5582
Finance costs -786 -133 -756 -170 -787

Profit before tax 10005 8797 9502 9682 9885

Income tax expense -2273 -1921 -2190 -2232 -2279
Profit for the year 7732 6876 7312 T450 7606

Profit for the year attributable to

— Cwiners of the Company 6816 5987 7312 7450 7606

EPS{RMB) 6.04 535 6.53 6.66 6.80

DPS(HKD) 2.95 3.00 3.20 324 3.30

Dividend payout ratio 45% 53% 53% 53% 53%

Weighted shares outstanding 1128 1119 1119 1119 1119

Key Financial Data

Dec Y/E FY23 FY24 FY25E  FY26GE FY27E
Valutation Ratio

P/E ratio 9.6 10.8 8.9 8.7 8.5
Dividend Yield, % 4. 7% 4.7% 50% 51% 5.2%
Per share data(RMB)

EPS 6.04 535 6.53 6.66 6.80
BVPS 37.83 40.30 44 06 47.26 50.55
DPS(HKD) 2.95 3.00 3.20 3.24 3.30
Growth & Margin

Growth

Revenue Growth 3.5% -3.5% 1.4% 1.9% 21%
Gross Profit Growth -9.0% -6.5% 18.7% 1.9% 21%
Met Profit Growth 16.2% A22%  221% 1.9% 2.1%
Margin

Gross Profit Margin 12 6% 12.2% 14.3% 14.3% 14.3%
Met Profit Margin 6.0% 5.5% 6.6% 6.6% 6.6%
Key Ratios

ROE 17.4% 13.6% 15.5% 14.6% 13.9%
ROA 6.7% 5.8% 6.9% 6.7% 6.5%
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Consolidated Statement of Financial Position

Dec Y/E, RMB mn F¥Y23 FY24 FY25E FY26E FY2T7E
Current assets

Inventories 1682 1513 1647 1573 1714
Accounts receivable 11081 59328 10650 10852 11079
Cash and cash eguivalents DE39 7603 10274 11648 13332
Others 3913 3150 3150 3150 3150
Total current assets 28375 22184 25T 27223 29278
Non-current assets

PPE 50330 53151 55979 38773 61548
Others 25426 27885 27879 2TE3S 27633
Total current assets 76756 81036 83857 85603 29181
Total Assets 103131 103220 109379 113831 118457
Current liabilities

Accountz and bills payables 2171 8203 8712 8877 9063
Short-term Bank and other loans 8757 6464 7183 7319 472
Others 17985 17835 13069 18094 18121
Total current liabilities 34823 32502 33885 34250 65T
Non-current liabilities

Long-term Bank& other loans 5428 G548 6144 6685 7258
Others 14518 13554 13504 13554 13554
Total non-current liabilities 19845 19842 20138 20879 21252
Total liabilities S4B59 52144 54102 54068 55009
Equity attributable to equity holders of the Company 42860 45101 48302 532888 56573
Non-controling interests 5602 5975 5975 5975 5975
Total equity 48252 351078 55277 8863 62548
Total liabilities and equity 103131 103220 109379 113831 118457

Consolidated Statement of Cash Flow

Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY27E

CFO 9512 102%4  1073% 11334 11438
Profit before income tax expense 10005 8797 g502 52 b2a5
Change in working capital -Z22685 1999 -2403 -2170 -2434
Depreciation and Amortization 2840 3106 2935 3051 3189
Others -957 -3803 756 770 787
CFl -4549 4438 -5556 -5002 -5772
Purchasze of PP&E 5759 G586 -5558 5002 -5772
Short trem and long term investment, net 1520 2248 0 0 0
CFF -3143  -7853 -2652 -3958 -3980
Dividends paid -2877 3010 =311 -3364 -3920
Caszh received from financing -168 -4843 458 -84 50
Netincrease in cash and cash equivalents 1620 -1897 2581 1374 1684
Cash and cash equivalents at 31 December 9689 7693 10274 11648 13332

Current Price as of: 10 Jul
Source @ PSHK Est.
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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 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.
© 2025 Phillip Securities (Hong Kong) Limited

Page | 6 | PHILLIPCAPITAL HONGKONG RESEAREH



ENN ENERGY

™ PhillipCapital

EQUITY RESEARCH REPORT

SINGAPORE
Phillip Securities Pte Ltd
250 North Bridge Road, #06-00 Raffles City Tower,
Singapore 179101
Tel : (65) 6533 6001 Fax: (65) 6535 3834
www.phillip.com.sg

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B, JI Jend Sudirman Kav 33A,
Jakarta 10220, Indonesia
Tel (62) 21 5790 0800 Fax: (62) 21 5790 0809
www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd.
15th Floor, Vorawat Building, 849 Silom Road,
Silom, Bangrak, Bangkok 10500 Thailand
Tel (66) 2 2268 0999 Fax: (66) 2 2268 0921
www.phillip.co.th

UNITED STATES
Phillip Futures Inc.
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel (1) 312 356 9000 Fax: (1) 312 356 9005

Contact Information (Regional Member Companies)

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3, Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur
Tel (60) 3 2162 8841 Fax (60) 3 2166 5099
WWW.poems.com.my

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd.

No 436 Heng Feng Road, Green Tech Tower Unit 604

Shanghai 200 070
Tel (86) 21 5169 9400 Fax: (86) 21 6091 1155
www.phillip.com.cn

FRANCE
King & Shaxson Capital Ltd.
3rd Floor, 35 Rue de la Bienfaisance
75008 Paris France
Tel (33) 14563 3100 Fax : (33) 1 4563 6017
www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
L Level 10, 330 Collins Street
Melbourne VIC 3000 Australia
Tel: (61) 39618 8238 Fax: (61) 3 9200 2277
www.phillipcapital.com.au

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway Hong Kong
Tel (852) 2277 6600 Fax: (852) 2868 5307
www.phillip.com.hk

JAPAN
Phillip Securities Japan, Ltd
4-2 Nihonbashi Kabutocho, Chuo-ku
Tokyo 103-0026
Tel: (81) 33666 2101 Fax: (81) 3 3664 0141
www.phillip.co.jp

INDIA
PhillipCapital (India) Private Limited
No. 1, 18th Floor, Urmi Estate, 95 Ganpatrao Kadam Marg,
Lower Parel West, Mumbai 400013
Tel: (9122) 2300 2999 Fax: (9122) 6667 9955
www.phillipcapital.in

UNITED KINGDOM
King & Shaxson Ltd.
6th Floor, Candlewick House, 120 Cannon Street
London, EC4N 6AS
Tel (44) 20 7929 5300 Fax: (44) 20 7283 6835
www.kingandshaxson.com

SRI LANKA
Asha Phillip Securities Limited
Level 4, Millennium House, 46/58 Navam Mawatha,
Colombo 2, Sri Lanka
Tel: (94) 11 2429 100 Fax: (94) 11 2429 199
www.ashaphillip.net/home.htm

Page | 7 | PHILLIPCAPITAL HONGKONG RESEAREH


http://www.phillip.com.sg/
http://www.poems.com.my/
http://www.phillip.co.jp/
http://www.phillip.co.id/
http://www.phillip.com.cn/
http://www.phillipcapital.in/
http://www.phillip.co.th/
http://www.kingandshaxson.com/
http://www.kingandshaxson.com/
http://www.phillipcapital.com.au/
http://www.ashaphillip.net/home.htm
http://www.phillip.com.hk/

