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Key takeaways from analyst presentation

The group posted net profit of Rmb423.5mn in 1H2012, which is in line
with expectation. Capacity plan of gas-fired power business is on track
and is expected to bring in significant contribution to 2013 earnings. But
due to the slight delay in wind power projects construction, we lower our
target price by 1.7% to HK$1.74, representing est 2012 PE of 8.6x and
PB of 0.95x. Maintain Hold.

Half-year results in line with expectation: The group posted revenue of
Rmb1,809.7mn, down 4.4%Y0Y/10.1%HoH mainly due to the decrease in
heat and electricity sales of the gas-fired power segment as a result of the
inspection and maintenance of power generation units. But thanks to twice
on-grid tariff hikes in Apr and Dec last year and decrease in unit gas
consumption, net profit of the group increased by 4.9%YoY/6.0%HoH to
Rmb423.5mn.

Capacity plan on track: Installed capacity of the group’s gas-fired power
business is expected to increase by 87.2%Yo0Y to 2,228MW by the end of
2012 and 288.2%Y0Y to 4,620MW by the end of 2013. For the wind
segment, installed capacity is expected to reach 1,790MW in 2012 and
3,700MW in 2013, representing YoY growth of 37.4% and 154.9%
respectively.

Valuation: We lower our est 2012 FD EPS slightly by 1.6% to Rmb0.1647
due to a slight decrease in expected wind installed capacity in 2012. We
lower our target price by 1.7% to HK$1.74, representing est 2012 PE of
8.6x and PB of 0.95x. Maintain Hold.

Risk factors: Change in government subsidy policy, high gearing, fuel
costs

Results and Valuation

(FY ended Dec 31) FY0O9A  FY10A  FY11A  FY12F  FY13F
Revenue (Rmb mn) 47855  3,6248 39050 50655  9,030.2
YoY Chg (%) 112.1%  -24.3% 7.7% 29.7% 78.3%
Net Income (Rmb mn) 179.6 488.9 803.5 1,012.6 1,355.0
YoY Chg (%) 299.5%  172.2% 64.3% 26.0% 33.8%
FD EPS (Rmb) 0.0488 0.1023 0.1332 0.1647 0.2203
YoY Chg (%) 178.9%  109.6% 30.2% 23.6% 33.8%
NBV (Rmb/share) 1.4351 1.4155 1.4558 1.4847 1.6721
PE (x) - 10.61 8.58 6.41
PB (x) - 0.97 0.95 0.85
ROAA (%) 1.13% 2.43% 3.48% 3.33% 3.31%
ROAE (%) 3.99% 8.12%  10.34%  11.31%  13.96%
Net D/E (%) 214.0%  162.3%  134.4%  250.5%  304.6%

*We assume Rmb1 = HK$1.23; Source: Company, ABCI Securities estimates
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Key takeaways

Results in line with expectation: The group posted revenue of
Rmb1,809.7mn, down 4.4%Y0Y/10.1%HoH mainly due to the decrease in
heat and electricity sales of the gas-fired power segment as a result of the
inspection and maintenance of power generation units. But thanks to twice
on-grid tariff hikes in Apr and Dec last year and decrease in unit gas
consumption, net profit of the group increased by 4.9%YoY/6.0%HoH to
Rmb423.5mn.

Utilization hours of the gas-fired plants was 1,750 hours in 1H2012 but the
management is confident that it can meet annual target of 4,500 hours in
2012 as winter will be the peak season of the business. We make a more
conservative assumption of 4,250 utilization hours in 2012 and 2013. On the
other hand, utilization hours of the wind-power segment was 1,006hrs in
1H2012, and we believe our 2012 assumptions of 2,151 hours is achievable
as wind speed starts to pick up.

Capacity plan on track: No capacity is added to the gas-fired power and
wind power in 1H2012 but the construction of Jinggiao Power Plant with a
capacity of 838MW was substantially completed which is in line with the
original expansion plan. As the Jinggiao Power Plant is expected to
commence production in 4Q2012, the new capacity will be fully reflected in
2013 results. In addition, the equipment procurement bidding process for the
Gaoantun project was completed while the Gaojing Project, which obtained
approval in Mar 2012, has already entered the phase for the design plan
optimization and equipment procurement bidding. We believe the Gaoantun
and Gaojing projects will be able to commence operation in 4Q2013.
Installed capacity of the gas-fired power of the group is expected to increase
by 87.2%YoY to 2,228MW by the end of 2012 and 288.2%Y0Y to 4,620MW
by the end of 2013. For the wind segment, installed capacity is expected to
reach 1,790MW in 2012 and 3,700MW in 2013, representing YoY growth of
37.4% and 154.9% respectively.

Gas-Fired Power Project of the group

Location Projects Commencement Instal!ed
capacity
(Mw)
Southwest Thermal Power Centre Jinggiao Gas-Fired Power Project 2012 838
Northwest Thermal Power Centre Gaoantun Gas-fired Power Project 2013 (Approved in 2011) 845
Northwest Thermal Power Centre Gaojing Gas-fired Power Project 2013 (Preliminary approval was granted) 1,308
Total: 2,991

Source: Company

Funding needs: CAPEX will reach Rmb4.4bn in 2H2012 (total of
Rmb6.0bn in 2012) and Rmbl0Obn in 2013 in order to support the
construction of Gaoantun and Gaojing gas fired plants as well as the wind
power projects. We expect borrowings (e.g. corporate bonds) will continue to
be the major channel for the group to get its funding needs and we estimate
gearing ratio will increase from 140% as at 30 Jun 2012 to 250% by the end
of 2012.

Valuation: We lower our est 2012 FD EPS slightly by 1.6% to Rmb0.1647
due to a slight decrease in expected wind installed capacity in 2012. We
lower our target price by 1.7% to HK$1.74, representing est 2012 PE of 8.6x
and PB of 0.95x
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FY ended Dec 31 2009 2010 2011 2012F 2013F
Consolidated installed capacity (MW) 2,008 2,255 2,499 4282 8,584
Gas 1,190 1,190 1,190 2,228 4,620
Wind 811 1,059 1,303 1,845 3,760
Hydro 6 6 6 264 264
Gross generation (GWh) 4,680 7,390 7,745 9,748 17,621
Gas 3,855 5,042 5,198 5,793 11,164
Wind 802 2,326 2,525 3,485 5,560
Hydro 23 22 22 471 898
Net generation (GWh) 4,558 7,216 7,554 9,563 17,287
Gas 3,748 4,906 5,058 5,677 10,941
Wind 787 2,288 2,474 3,415 5,448
Hydro 23 22 22 471 898
Auv utilization hours
Gas 3,239 4,237 4,250 4,250 4,250
Wind 2,243 2,369 2,000 2,150 2,150
Hydro 3,529 3,438 3,400 3,400 3,400
Av on-grid tariffs (Rmb/kwh)
Gas 0.4825 0.5211 0.5580 0.5915 0.6151
(YoY) 14.8% 8.0% 7.1% 6.0% 4.0%
Wind 0.5412 0.5281 0.5418 0.5548 0.5659
(YoY) 7.9% -2.4% 2.6% 2.4% 2.0%
Hydro 0.3133 0.2892 0.3227 0.3292 0.3358
(YoY) 14.6% -7.7% 11.6% 2.0% 2.0%
Source: Company, ABCI Securities estimates
Half-year results
FY ended Dec 31 (Rmbmn) 1H11 2H11 1H12 YoY HoH
Revenue 1,892.3 2,012.8 1,809.7 -4.4% -10.1%
Other net income 429.3 532.8 308.3 -28.2% -42.1%
Total 2,321.6 2,545.6 2,117.9 -8.8% -16.8%
Gas consumption (1,027.2) (1,082.8) (829.8) -19.2% -23.4%
Service concession construction costs 0.0 0.0 0.0 - -
D&A (391.6) (376.1) (406.6) 3.8% 8.1%
Personnel costs (81.2) (113.6) (86.3) 6.2% -24.1%
Repairs and maintenance (36.2) (66.6) (45.1) 24.8% -32.2%
Other expenses (76.7) (118.4) (92.5) 20.6% -21.8%
Other gains and losses 0.3 (6.3) 100.2 - -
EBIT 708.9 781.8 757.8 6.9% -3.1%
Interest income 9.2 6.2 13.8 50.5% 124.1%
Finance costs (283.8) (298.8) (339.5) 19.6% 13.6%
Share of results of associates 78.3 69.1 106.2 35.6% 53.6%
Share of results of jointly controlled entities (1.3) 1.0 0.1 - -86.5%
EBT 511.3 559.2 538.4 5.3% -3.7%
Tax (76.3) (99.3) (75.2) -1.5% -24.3%
Ml (31.2) (60.4) (39.7) 27.4% -34.2%
Net Profit 403.9 399.6 423.5 4.9% 6.0%
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Profit Forecast

FY ended Dec 31 (Rmbmn) 2009 2010 2011 2012F 2013F
Revenue 4,785.5 3,624.8 3,905.0 5,065.5 9,030.2
Other net income 580.2 609.0 962.1 1,225.0 1,230.0
Total 5,365.7 4,233.9 4,867.2 6,290.5 10,260.2
Gas consumption (1,458.6) (1,970.5) (2,110.1) (2,541.6) (5,045.2)
Service concession construction costs (2,375.7) 0.0 0.0 0.0 0.0
D&A (496.4) (758.1) (767.8) (897.7) (1,197.7)
Personnel costs (119.4) (184.3) (194.8) (253.3) (316.1)
Repairs and maintenance (98.7) (104.5) (102.7) (152.0) (270.9)
Other expenses (335.9) (235.2) (195.1) (314.5) (513.0)
Other gains and losses (3.6) 27.8 (6.0) 0.0 0.0
EBIT 477.3 1,009.0 1,490.7 2,1314 29174
Interest income 18.0 12.7 15.3 13.0 13.0
Finance costs (299.2) (500.3) (582.6) (969.7) (1,269.7)
Share of results of associates 15.6 55.2 147.4 200.0 225.0
Share of results of jointly controlled entities 5.1 0.4 0.3) 0.4 0.4
EBT 216.7 577.1 1,070.5 1,375.1 1,886.1
Tax (17.8) (56.3) (175.6) (247.5) (377.2)
MI (19.4) (31.9) (91.5) (115.0) (153.9)
Net Profit 179.6 488.9 803.5 1,012.6 1,355.0
D&A (496.4) (758.1) (767.8) (897.7) (1,197.7)
Adjusted EBITDA 3935 1,158.1 1,296.3 1,804.1 2,885.1
Adjusted EBIT (102.9) 400.0 528.6 906.4 1,687.4
Dividends (post-listing) - - 53.7 202.5 271.0
Dividends (pre-listing) 13.9 247.9 609.5 - -
No. of issued shares at end of period (mn) 3,676.7 4,778.5 6,032.2 6,149.9 6,149.9
Domestic shares (mn shares) 4,524.1 45124 4,512.4
H-shares (mn shares) 1,508.1 1,637.5 1,637.5
Per share value (Rmb)
Basic EPS 0.0488 0.1023 0.1332 0.1647 0.2203
NBV 1.4351 1.4155 1.4558 1.4847 1.6721
DPS - - 0.00874 0.03293 0.04407
Net debt per share 3.0713 2.2969 1.9559 3.7189 5.0931

Financial Ratio Analysis

FY ended Dec 31 (Rmbmn) 2009 2010 2011 2012F 2013F
Profitability

Adjusted EBITDA margin 8.2% 31.9% 33.2% 35.6% 31.9%
Adjusted EBIT margin -2.2% 11.0% 13.5% 17.9% 18.7%
Net profit margin 3.8% 13.5% 20.6% 20.0% 15.0%
ROAA 1.13% 2.43% 3.48% 3.33% 3.31%
ROAE 3.99% 8.12% 10.34% 11.31% 13.96%
Leverage

Current ratio 0.38 0.52 0.55 0.45 0.35
Quick ratio 0.37 0.51 0.54 0.44 0.34
Interest coverage (EBITDA/ Finance cost) 1.32 2.32 2.23 1.86 2.27
Net debt/Equity 214.0% 162.3% 134.4% 250.5% 304.6%

Source: Company, ABCI Securities estimates
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Balance Sheet Forecast

As of Dec 31 (Rmbmn) 2009 2010 2011 2012F 2013F
PPE 11,104.1 11,812.7 14,044.4 25,375.2 36,376.4
Intangible assets 3,995.9 3,806.3 3,627.5 3,408.4 3,209.4
Others 2,256.2 2,707.3 3,270.6 3,270.6 3,270.9
Non-current assets 17,356.2 18,326.3 20,9425 32,054.1 42,856.7
Inventories 11,279.1 17,356.2 18,326.3 20,942.5 32,054.1
Trade and bill receivables 85.8 35.0 35.1 51.4 59.6
Other receivables, deposits and prepayments 301.7 849.8 1,157.4 1,401.7 1,651.5
Other current assets 294.3 303.6 330.2 330.2 330.2
Cash and cash equivalents 753.9 638.8 2,443.4 1,370.9 420.3
Assets classified as held for sale 0.0 282.4 0.0 0.0 0.0
Current assets 2,018.4 2,523.0 4,358.6 3,546.8 3,536.1
Trade and other payables 1,563.5 1,644.3 1,367.0 1,418.3 3,557.7
Amounts due to related parties 97.6 157.6 260.7 320.0 320.0
Bank and other borrowings-due within one year 3,599.1 2,731.3 6,087.5 6,087.5 6,087.5
Income tax payable 9.3 435 65.8 65.8 65.8
Deferred income-current portion 27.9 90.6 160.1 0.0 0.0
Others 0.0 176.1 0.0 0.0 0.0
Current liabilities 5,297.3 48434 7,941.1 7,891.6 10,031.0
Bank and other borrowings-due after one year 8,461.1 8,883.4 8,154.6 18,154.6 25,654.6
Deferred tax liabilities 0.0 4.2 3.8 38 3.8
Deferred income 50.7 44.7 421 421 421
Other non-current liabilities 0.0 0.0 0.0 0.0 0.0
Non-current liabilities 8,511.7 8,932.4 8,200.5 18,200.5 25,700.5
Total assets 19,374.6 20,849.3 25,301.1 35,600.9 46,392.8
Net assets 5,565.5 7,073.5 9,159.4 9,508.8 10,661.2
Capital and Reserves

Share capital 1,006.4 5,000.0 6,032.2 6,032.2 6,032.2
Reserves 4,270.1 1,764.2 2,749.4 3,098.8 4,251.2
Equity attributable to owners of the Company 5,276.6 6,764.2 8,781.6 9,131.0 10,283.4
MlI 289.0 309.3 377.8 377.8 377.8
Total Equity 5,565.5 7,073.5 9,159.4 9,508.8 10,661.3
Net debt 11,292.3 10,975.9 11,798.7 22,871.2 31,321.8
Gross debt 12,060.2 11,614.7 14,242.1 24,242.1 31,742.1

Cash Flow Forecast

As of Dec 31 (Rmbmn) 2009 2010 2011 2012F 2013F
EBITDA 3935 1,158.1 1,296.3 1,804.1 2,885.1
Change in working capital (679.4) (120.5) (413.6) (310.3) 1,199.5
Others 592.6 570.5 962.1 0.0 0.0
Cash (used in)/generated from operations 306.8 1,608.1 1,844.8 2,718.8 5,314.5
Income tax paid (36.4) (69.9) (175.6) (247.5) (377.2)
CF from operating activities 270.4 1,538.2 1,669.3 2,471.3 4,937.3
CAPEX (5,982.3) (1,772.4) (2,854.0) (12,000.0) (12,000.0)
Others (151.6) (159.5) (613.8) 13.0 13.0
Cash flows from investing activities (6,133.9) (1,931.9) (3,467.8) (11,987.0) (11,987.0)
New loans raised 5,559.4 (359.8) 2,730.5 10,000.0 7,500.0
Net proceeds from issue of shares 0.0 0.0 1,550.0 0.0 0.0
Dividends paid 0.0 (186.5) (60.0) (663.2) (202.5)
Interest paid (456.3) (496.2) (792.4) (969.7) (1,269.7)
Others 944.8 1,323.7 0.0 136.1 71.2
Cash flows from financing activities 6,047.9 281.3 3,428.1 8,503.2 6,099.0
Net (decrease)/increase in cash and cash equivalents 184.4 (112.4) 1,629.5 (1,012.5) (950.6)
Cash and cash equivalents at beg of yr 569.5 753.9 753.9 2,383.4 1,370.9
Effect of foreign exchange rates, net 0.0 (0.9) 0.0 0.0 0.0
Cash and cash equivalents at end of year/period 753.9 640.6 2,383.4 1,370.9 420.3

Source: Company, ABCI Securities estimates
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Disclosures

I, Lee Oi-yee, Lisa , being the person primarily responsible for the content of this
research report, in whole or in part, hereby certify that all of the views expressed in
this report accurately reflect my personal view about the subject company or
companies and its or their securities. | also certify that no part of my compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report.

ABCI Securities Company Limited and/or its affiliates, within the past 12 months,
have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the companies mentioned in the
report.

Disclaimers

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by applicable law. It has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient.
It is published solely for informational purposes and is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial instruments. No
representation or warranty, either expresses or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained herein. This report
should not be regarded by recipients as a substitute for the exercise of their own
judgment. Any opinions expressed in this report are subject to change without notice
and may differ or be contrary to opinions expressed by other business areas as a result
of using different assumptions and criteria. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in materially different
results. The analyst(s) responsible for the preparation of this report may interact with
trading desk personnel, sales personnel and other constituencies for the purpose of
gathering, synthesizing and interpreting market information. ABCI Securities
Company Limited is under no obligation to update or keep current the information
contained herein. ABCI Securities Company Limited relies on information barriers to
control the flow of information contained in one or more areas within ABCI Securities
Company Limited, into other areas, units, Groups or affiliates of ABCI Securities
Company Limited. ABCI Securities Company Limited will not pay any research
analyst any bonus, salary or other form of compensation that is based upon a specific
investment banking transaction. The analysts’ compensation shall be based upon
several factors. Chiefly among such factors is the quality of the research and financial
advice provided to our customers and the impact that the analysts’ research has on the
success of the Company’s overall business. The final compensation of the analyst who
prepared this report is determined exclusively by research management and senior
management of ABCI Securities Company Limited. The securities described herein
may not be eligible for sale in all jurisdictions or to certain categories of investors.
The price and value of the investments referred to in this research and the income
from them may fluctuate. Past performance is not necessarily indicative of future
results. Foreign currency rates of exchange may adversely affect the value, price or
income of any security or related instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales
representative. Neither ABCI Securities Company Limited nor any of its affiliates,
directors, employees or agents accepts any liability for any loss or damage arising out
of the use of all or any part of this report. Additional information will be made
available upon request.
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Company Limited.
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