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Huaneng Renewables Corporation [0958.HK]

2014 earnings in line; Expect positive guidance from analyst
meeting

Huaneng Renewables (HNR)'s reported net profit in 2014 came in at
RMB1,121m. Excluding RMB100m one-off items (reversal of impairment loss and
penalty income from suppliers), core net profit was RMB1,021m (+5% YoY), in
line with our estimate of RMB1,007m. The result implied a 27% earnings growth
YoY in 2H14, driven by a recovery of wind power utilization in Q4 14 and in-
creased contribution from solar power generation. HNR declared dividend of
RMBO0.02 per share, suggesting a 17% pay-out ratio. We continue to like HNR’s
fast growing installation and we are expecting more positive guidance during the
analyst meeting tomorrow. Maintain BUY.

2014 operating highlights. Wind power utilization hours in 2014 dropped
8% YoY to 1,875 hours but have been well expected. Wind power installation
addition of 1.3GW in 2014, though below the company target of 1.8GW, is
within our expectation. For solar power, HNR added 155MW new capacity
during the year (versus target of 200MW). Wind power on-grid tariff in-
creased slightly to RMB0.598/kWh in 2014 from RMB0.594 in 2013.

Recovery in 2H14. HNR’s total power generation in 2H14 increased by 18%
YoY, driven by a strong rebound of wind speed in Q4 14 as well as signifi-
cant increase in solar power generation. Revenue from electricity sales in-
creased by 22% YoY. The higher revenue growth was mainly due to the
much higher on-grid tariff for solar power than that for wind power.

Analyst briefing on March 19 (tomorrow) at 3:00 p.m. HK time. Venue:
Tian Shan & Lu Shan Room, 5/F, Island Shangri-la, Pacific Place, Supreme
Court Road, Central, Hong Kong.

Risks: (1) Capacity ramp-up risk; (2) unexpected decline in wind speed; (3)
high gearing; (4) delay in power transmission line construction.

March 18, 2015

Wind Power Sector

BUY

(Unchanged)

Close: HK$2.64 (mar 17, 2015)

Target Price: HK$3.30 (+25%)
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Market Cap US$3,320m
Shares Outstanding 9,728m
Auditor KPMG
Free Float 43%
52W range HK$2.16-3.84
3M average daily T/O US$7m
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Figure 1: 2014 results highlights

Results Highlights 1H13 1H14 YoY chg 2H13 2H14 YoY chg 2013 2014 YoYchg Comment
Income Statement (RMB m)
Revenue 2,867 2,996 5% 2,931 3,155 8% 5,798 6,151 6% Revenue is in line with expectation.

Sales of electricity 2,865 2,979 4% 2,574 3,135 22% 5,440 6,114 12% Power generation increased by 9.3% YoYin 2014. The
higher revenue growth was due to higher tariff of solar
power generation. Strong growth is reported in 2H14.

Service concession construction revenue 0 16 n/a 355 17 -95% 355 33 -91%

Others 1 1 -58% 1 3 178% 2 4 50%

Other net income 44 40 -11% 35 128 271% 79 168 112%

Income from CDM projects 0 0 n/a 0 0 n/a 0 0 n/a

Government grants 44 39 -11% 35 76 119% 78 115 47%

Others 1 1 1% (0) 52 n/a 0 53 [ 11509% This included RMB44m of penaltyincome from
suppliers (one-off).

Operating expenses (290) (244) -16% (928) (459) -51% | (1,217) (703) -42%

Service concession construction costs 0 (16) n/a (355) 17) -95% (355) (33) -91%

Labour costs (73) (93) 27% (132) (167) 27% (205) (260) 27%

Admin expenses (59) (56) -4% (88) (131) 49% (146) (187) 28%

Repairs & maintenance (18) (21) 11% (72) (66) -9% 91) (86) -5%

Others (139) (58) -58% (280) (77) -72% (420) (136) -68% The substantial decline in other cost was due to
impairmentloss on CDMin 2013.

EBITDA 2,621 2,792 6% | 2,038 2,824 39%| 4,659 5,616 21%
Adjusted EBITDA 2,577 2,752 7%| 2,003 2,696 35%| 4,580 5,448 19%
D&A (962) (1,090) 13% (970)| (1,180) 22% | (1,931)| (2,270) 18%
EBIT 1,659 1,702 3% 1,068 1,644 54% 2,728 3,346 23%
Adjusted EBIT 1,615 1,662 3% 1,034 1,516 47% | 2,649 3,178 20%
Net finance expenses (946) (945) 0% (794)| (1,166) 47% | (1,740)| (2,112) 21%

Finance income 50 64 30% 162 13 -92% 211 78 -63% Finance income in 2013 included RMB151m gains on
equity securities.

Finance expenses (996) (1,010) 1% (956)| (1,180) 23%| (1,951) (2,189) 12%

Share of profit/(loss) of JV and associates 0 0 n/a 3) (2) -44% 3) 2) -44%

Pretax profit 713 756 6% 271 476 76% 984 1,232 25%

Income tax (44) (47) 6% (23) (38) 69% (67) (86) 28% Effective taxrate at 6.9% (largely the same as thatin
2013)

After tax profit 669 709 6% 248 438 76% 917 1,147 25%

Profit from discontinued operation 0 0 n/a 0 0 n/a 0 0 n/a

After tax profit 669 709 6% 248 438 76% 917 1,147 25%

Minority interest (23) (23) 0% (7) 3) -57% (29) (26) -13%

Net profit 646 686 6% 242 435 80% 888 1,121 26%

Exceptional item (47) 18 n/a (36) 37 n/a (83) 100 n/a

Recurring net profit 693 668 -4% 278 353 27% 971 1,021 5% Recurring net profitis adjusted forimpairment and one-
offitems

Recurring EPS (RMB) 0.082 0.074 -10%| 0.033 0.039 19%| 0.113 0.113 0%

EPS (RMB) 0.076 0.076 -1% 0.029 0.048 68%| 0.104 0.124 20%

Note: Figures for 2013 are not restated here
Sources: Company, CGIHK Research
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Figure 2: HNR quarterly power generation

Power generation (GWh) 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14

Wind power

Inner Mongolia 727 718 879 772 539 744 572 942
Liaoning 539 625 393 558 398 533 340 786
Shandong 405 533 256 485 441 478 215 553
Yunnan 467 293 99 268 475 412 123 537
Shanxi 254 242 117 275 270 291 143 396
Hebei 130 151 83 159 124 140 73 167
Guizhou 183 136 178 96 178 143 182 173
Guangdong 121 111 80 172 143 104 53 177
Xinjiang 66 120 112 72 117 174 120 123
Shanghai 33 31 31 35 37 25 23 31
Jilin 21 32 24 31 20 29 20 35
Shaanxi 7 8 7 6 9 8 8 10
Sichuan 0 0 0 0 0 0 8 35
Wind total 2,954 2,999 2,259 2,929 2,751 3,082 1,878 3,963
Solar

Solar total - - - 1 64 165 144 130
Total 2,954 2,999 2,259 2,929 2,816 3,247 2,022 4,093
(Change YoY)

Wind power

Inner Mongolia 87% 67% 89% 27% -26% 4% -35% 22%
Liaoning 26% 24% 12% -12% -26% -15% -14% 41%
Shandong 53% 25% 8% 2% 9% -10% -16% 14%
Yunnan 39% 40% 57% -17% 2% 41% 24% 100%
Shanxi 209% 75% 32% 8% 6% 21% 22% 44%
Hebei 56% 46% 22% 10% -5% -7% -13% 5%
Guizhou 598% 277% 67% -43% -2% 5% 2% 79%
Guangdong 31% 50% 31% 5% 18% -6% -33% 3%
Xinjiang 39% 12% 11% -16% 76% 45% 7% 70%
Shanghai 8% 24% -4% -1% 13% -17% -26% -9%
Jilin 111% 4% -1% 24% -2% -9% -20% 11%
Shaanxi 4309% 249% 80% -3% 35% 0% 17% 62%
Sichuan - - - - - - - -
Wind average 65% 44% 41% 0% 7% 3% “17% 35%
Solar

Solar average - - - - - - - 10755%
Average 65% 44% 41% 0% -5% 8% -“11% 40%

Sources: Company, CGIHK Research
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Disclaimer

This research report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China
Galaxy International Securities (Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing
requirement within such jurisdiction.

This report (including any information attached) is issued by China Galaxy International Securities (Hong Kong) Co., Limited, one of the subsidiaries of
the China Galaxy International Financial Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no repre-
sentation or warranty (expressly or implied) is made as to their accuracy, correctness and/or completeness.

This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past perfor-
mance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regard-
ing future performance. The recipient of this report should understand and comprehend the investment objectives and its related risks, and where
necessary consult their own independent financial advisers prior to any investment decision.

Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this
report, such views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings
Limited and any of its subsidiaries (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).

All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy Interna-
tional and/or the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report
and its attachment/s and/or any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.

Disclosure of Interests

China Galaxy International may have financial interests in relation to the subjected company(ies) the securities in respect of which are reviewed in this
report, and such interests aggregate to an amount may equal to or more than 1 % of the subjected company(ies)’ market capitalization.

One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) men-
tioned in this report.

China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transac-
tions with the securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a
position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.

China Galaxy International may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or invest-
ment services in relation to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this
report.

Furthermore, China Galaxy International may have received compensation for investment banking services from the company(ies) mentioned in this
report within the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies).

Analyst Certification

The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered
in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or
her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by the analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and
Futures Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of
this report; (2) will deal in or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as
an officer of any of the Hong Kong-listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies cov-
ered in this report.

Explanation on Equity Ratings

BUY : share price will increase by >20% within 12 months in absolute terms

SELL : share price will decrease by >20% within 12 months in absolute terms

HOLD : noclear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL
Copyright Reserved

No part of this material may be reproduced or redistributed without the prior written consent of China Galaxy International Securities (Hong Kong) Co.,
Limited.

China Galaxy International Securities (Hong Kong) Co. Limited, CE No.AXM459
Room 3501-3507, 35/F, Cosco Tower, Grand Millennium Plaza, 183 Queen’s Road Central, Sheung Wan, Hong Kong. General line: 3698-6888.




