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Market Data: Feb 9, 2018

Closing Price (HKS) 2.00
Price Target (HKS) 2.30
HSCEI 11,902
HSCCI 4,322
52-week High/Low (HKS) 2.53/1.98
Market Cap (USD Mn) 12,061
Market Cap (HKS Mn) 90,898
Shares Outstanding (Mn) 45,449
Exchange Rate (RMB-HKS) 1.18

Price Performance Chart:

26%

16%
A
o [ I
\f '
v s \ s s

-4%

S S B O
UG CEIRG
\ 0\ &\ 0“‘\

o O
S
& S

CGN POWER CO LTD-H
Hang Seng China Ent Index

Source: Bloomberg

Analyst

Vincent Yu, CFA
A0230513070005
BAMS599
yuwj@swsresearch.com
(+86) 21 2329 7301

Related Reports
“CGN POWER (1816:HK)_ Critical
mass " Dec 18, 2017

The company does not hold any equities
or derivatives of the listed company
mentioned in this report (“target”), but then
we shall provide financial advisory
services subject to the relevant laws and
regulations. Any affiliates of the company
may hold equities of the target, which may
exceed 1 percent of issued shares subject
to the relevant laws and regulations. The
company may also provide investment
banking services to the target. The
Company fulfills its duty of disclosure
within its sphere of knowledge. The clients
may contact
compliance@swsresearch.com for
relevant disclosure materials or log into
www.swsresearch.com under disclosure
column for further information. The clients
shall have a comprehensive
understanding of the disclosure and
disclaimer upon the last page.
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CGN POWER CO LTD-H (01816 HK)

Financial summary and valuation

2015 2016 2017E 2018E 2019E
Revenue (Rmbm) 23,263 32,890 44,456 50,243 54,568
YoY (%) 11.9 41.4 35.2 13.0 8.6
Net income (Rmbm) 6,593.6 7,286.9 9,857.3 10,307.2 11,3723
Yo (%) 15.4 10.5 35.3 46 10.3
EPS (Rmb) 0.15 0.16 0.22 0.23 0.25
Diluted EPS (Rmb) 0.15 0.16 0.22 0.23 0.25
ROE (%) 11.7 11.1 16.5 15.7 15.3
Debt/asset (%) 63.9 715 70.6 69.5 67.3
Dividend Yield (%) 2.8 2.9 4.1 43 48
PE (x) 11.9 10.8 8.0 7.6 6.9
PB (x) 1.0 1.0 0.8 0.7 0.7
EV/Ebitda (x) 14.1 14.7 10.0 9.5 9.0

BT AL A AR 8] R AT RABE 50.5 12 A AR, BRARARIE AN 8] R ATE BAR A
8 10%. # 5% B AT A BAAT T Bt la iy K2, &ATH R AEAZA, KA4EH EPS
M4 T2 2017 £ 0.22 T (FlH3EK 37.5%), 2018 4 0.23 7 (FlEK 4.5%),
2019 ¥ 0.25 T (R¥E K 87%)., KA LABIFME 2.3 HF. AN IEBDIFN AL
15% Lk =\, EiAZE%E,

HRIKT A . NAMEENT IR ZITRAE, FEZERTHELEERAL
RAFT L. RAERZTE, ANIBEHEYEENETHE I 456W. FH F
—BwEEH, A RETHPHEER (6019855H-F N) BAT# AE4E 17 42 PE, &
EHIE 143GW. mP T HE A HEFAAH 7.5 12 PE, EEMNE 21.56W. &KA1A
A A RETHAF R EARA RS FES BT A BREIT TR A %A
5, AV B 4R AT EPS TAM

BEFNALER., B KREEEFROYEIZAF, BRI “BE+ =27 BRI
51, ik 2020 SFJ& F B E AL F] 58GW, d ik 2017 SF K F B 3R R E AR
# 35.8GW, ELKAINA 2018 FHREHTFMAZHREG ., RAVAATFT S HE A8
B 1542 FHA, BGWMES T4 6 FTHEA P E LIRS,

FLIREEKE, SAIER EPS M4 T 2017 5 0.22 T (RFle3g Kk 37.5%), 2018 F
0.23 © (R 3K 4.5%), 2019 5F 0.25 © (F¥EK 8.7%)., &A1 LA BIFME 2.3
BT NI BN AL 15% LR TE], LIAENE,
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CGN Power announced that the company plans to issue up to 5bn A-shares, representing less than
10% of the firm’s total share capital after the issuance. Considering the time for completion of the A
share offering is not determined at present, we maintain our EPS forecast at Rmb0.22 for 17E
(+37.5% YoY), at Rmb0.23 for 18E (+4.5% YoY) and Rmb0.25 for 19E (+8.7% YoY). To reflect our
expectation that the announcement of the plan will drive the firm’s valuation higher, we revise up
our target price from HKS$2.20 to HKS2.30. With 15.0% upside, we upgrade to Outperform.

Potential A-share offering. The company plans to use proceeds from the issue to construct nuclear
power units: the Yangjiang Units 5 and 6 and Fangchenggang Units 3 and 4, as well as to replenish
working capital. Installed operating capacity will rise 4.5GW after the completion of the new units.
China National Nuclear Corporation (CNNC), the country’s other large nuclear power operator, has
14.3GW in nuclear power capacity by end-2017, against CGN Power’s 21.5GW. CNNC, listed on the
A-share market, is trading at 19.5x 18F PE, based on Wind consensus forecasts, while CGN Power is
trading at 7.5x 18E PE in Hong Kong. Thus, we believe the A-share issuance will benefit CGN Power’s
valuation. The validity period for the completion of the plan is 12 months from approval at an
extraordinary general meeting (EGM) of the firm’s shareholders, an H-share shareholders’ class
meeting and a domestic shareholders’ class meeting. Considering the time for completion of the A-
share offering is not yet determined, we maintain our previous EPS forecasts.

Possible approval for new capacity. Approvals of new nuclear power capacity in China remain on
hold, after two years of suspension. Given a 2020 target for installed nuclear capacity of 58GW
under the country’s current five-year plan, and capacity as at end-2017 at just 35.8GW, we believe
the government may begin approving new nuclear power stations over 2018. We believe CGN
Power projects, including the Lufeng Unit 1 and 2 and Fangchenggang Units 5 and 6, are likely to be
approved within the year.

Upgrade to Outperform. We maintain our EPS forecasts at Rmb0.22 for 17E (+37.5% YoY), at
Rmb0.23 for 18E (+4.5% YoY) and Rmb0.25 for 19E (+8.7% YoY). We revise up our target price from
HKS2.20 to HKS2.30, representing 8.5x 18E PE and 0.8x 18E PB. With 15.0% upside, we upgrade to
Outperform.
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Figl: Project update

Tariff
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Status as of Capacity Equity

Project Technology Generation Location

Consolidated Subsidiaries

Daya Bay Unit 1 Operating 1987.8 1994.2 984 0.42 75% M310 Second Plus Guangdong
Daya Bay Unit2 Operating 1987.8 1994.5 984 0.42 75% M310 Second Plus Guangdong
Ling'ao Unit 1 Operating 1997.5 2002.5 990 0.43 100% M310 Second Plus Guangdong
Ling'ao Unit 2 Operating 1997.1 2003.1 990 0.43 100% M310 Second Plus Guangdong
Lingdong Unitl Operating 2005.1 20109 1,087 0.43 93% CPR1000 Second Plus Guangdong
Lingdong Unit2 Operating 2006.6 2011.8 1,087 0.43 93% CPR1000 Second Plus Guangdong
Yangjiang Unit 1 Operating 2008.1 20143 1,086 0.43 78% CPR1000 Second Plus Guangdong
Yangjiang Unit 2 Operating 2009.6 2015.6 1,086 0.43 78% CPR1000 Second Plus Guangdong
Yangjiang Unit 3 Operating 2010.1 2016.1 1,086 0.43 78% CPR1000 Second Plus Guangdong
Yangjiang Unit 4 Operating 2012.1 20173 1,086 0.43 78% CPR1000 Second Plus Guangdong
Yangjiang Unit 5 Under construction 2009.9 2018.10 1,086 0.43 78% ACPR1000 Third Guangdong
Yangjiang Unit 6 Under construction 2009.1 2019.10 1,086 0.43 78% ACPR1000 Third Guangdong
Taishan Unit 1 * Under construction 2009.1 2017.12 1,750 0.43 51% EPR Third Guangdong
Taishan Unit 2 * Under construction 2010.4 2018.06 1,750 0.43 51% EPR Third Guangdong
Fangcheng Unit 1 ** Operating 2010.7 2016.1 1,086 0.4207 61% CPR1000 Second Plus Guangxi

Fangcheng Unit 2 ** Operating 2010.12 2016.10 1,086 0.4207 61% CPR1000 Second Plus Guangxi

Fangcheng Unit 3 ** Under construction 2015.12 2022 1,180 0.414 61% Hualong One Third Guangxi

Fangcheng Unit 4 ** Under construction 2016.12 2022 1180 0.414 61% Hualong One Third Guangxi

Fangcheng Unit 5 ** Plan to start - - 1,250 0.414 61%  Hualong One Third Guangxi

Fangcheng Unit 6 ** Plan to start - - 1,250 0.414 61%  Hualong One Third Guangxi

Lufeng Unit 1 ** Plan to start - - 1,250 0.43 100% AP1000 Third Guangdong
Lufeng Unit 2 ** Plan to start - - 1,250 0.43 100% AP1000 Third Guangdong
Lufeng Unit 3 ** Plan to start - - 1,250 0.43 100% Third Guangdong
Lufeng Unit 4 ** Plan to start - - 1,250 0.43 100% Third Guangdong
Lufeng Unit 5 ** Plan to start - - 1,250 0.43 100% Third Guangdong
Lufeng Unit 6 ** Plan to start - - 1,250 0.43 100% Third Guangdong

* Acquired in March, 2015; ** May acquire in mid-2016

Ningde Nuclear has been changed from a joint venture to a subsidiary since 1 Jan, 2017

Ningde Unit 1 Operating Feb 2008 Apr 2013 1,089 0.43 32% CPR1000 Second Plus Fujian
Ningde Unit 2 Operating Jan 2008 May 2014 1,089 0.43 32% CPR1000 Second Plus Fujian
Ningde Unit 3 Operating Jan 2010 Jun 2015 1,089 0.43 32% CPR1000 Second Plus Fujian
Ningde Unit 4 Operating Sep 2010 Jul 2016 1,089 0.43 32% CPR1000 Second Plus Fujian
Ningde Unit 5 Plan to start Apr 2016 Jan 2021 1,089 0.43 32% Hualong One Third Fujian
Ningde Unit 6 Plan to start Apr 2017 Jan 2022 1,089 0.43 32% Hualong One Third Fujian

Associate Company

Hongyanhe Unit 1 Operating Aug 2007 Jun 2013 1,119 0.4142 38% CPR1000 Second Plus Liaoning
Hongyanhe Unit 2 Operating Mar 2008 May 2014 1,119 0.4142 38% CPR1000 Second Plus Liaoning
Hongyanhe Unit 3 Operating May 2009 Aug 2015 1,119 0.4142 38% CPR1000 Second Plus Liaoning
Hongyanhe Unit 4 Operating Aug 2009 Jun 2016 1,119 0.4142 38% CPR1000 Second Plus Liaoning
Hongyanhe Unit 5 Under construction Mar 2015 Jan 2020 1,119 0.4142 38% ACPR1000 Third Liaoning
Hongyanhe Unit 6 Under construction Jul 2015 Jan 2020 1,119 0.4142 38% ACPR1000 Third Liaoning

Source: Company, SWS Research
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APPENDIX

Consolidated Income Statement

Rmbm 2015 2016 2017E 2018E 2019E
23,263 32,890 44,456 50,243 54,568
Revenue
C 11,742 18,096 22,616 25,565 27,707
Cost of Sales
9 ) 11,133 14,357 21,191 23,945 26,064
r. Gross Profit
1,754 1,658 1,656 1,694 1,698
s Other Income
C Distribution expenses & ey 157 12 20
| o 1,681 2,259 2,259 2,554 2,774
Administrative expenses
i
EBITDA 15,531 18,388 27,835 30,787 33,313
a EBIT 12,159 13,661 21,328 23,374 25,285
n 2,970 4,083 5,396 6,308 6,270
t Finance Costs
e Profit before tax 9,189 9,577 15,932 17,066 19,014
1,116 653 1,469 1,488 1,824
€ Income tax expense
I 1,479 1,638 4,606 5,271 5,818
Minority interests
6,594 7,287 9,857 10,307 11,372

3 Profit for equity holders
s Source: SWS Research

Consolidated cash Flow Statement
Rmbm 2015 2016 2017E 2018E 2019E

. . 9,189 9,577 15,932 17,066 19,014
Profit before taxation
— 3,372 4,727 6,507 7,413 8,028
Plus: Depr. and amortisation
. 2,970 4,083 5,396 6,308 6,270
Finance cost
. -1,882 -1,077 -897 -1,066 -1,137
Losses from investments
. . . -2,962 1,260 8,629 99 -371
Change in working capital
877 1,232 1,212 1,178 1,334
Others
. . 10,786 16,753 39,756 29,510 31,315
CF from operating activities
CAPEX -28,450 -47,637 -33,656 -26,252 -21,646
2 -1,2 -1,1 -1,1
Other CF from investing activities 7,778 8,394 235 198 1193
. . - -20,672 -19,243 -34,891 -27,450 -22,839
CF from investing activities
S ’ 2,099 1,142 0 0 0
Equity financing
AT 548 10,388 7,698 10,275 -615
Net change in liabilities
- - -3.2 = 1 =
Dividend and interest paid 4,455 4,684 3,253 3,40 3,753
Other CF from financing activities 7,291 7,434 -5,3%6 -6,308 -6,270
. . L -10,053 -588 -950 566 -10,638
CF from financing activities
-19,939 -3,078 3,915 2,626 -2,163

Net cash flow

Source : SWS Research

Please refer to the last page for important disclosures Page 2



Feb 12, 2018 Utilities | Company Research

Consolidated Balance Sheet

Rmbm 2015 2016 2017E 2018E 2019E
I Asses 26852 43825 44039 51511 52469
Bank balances and cash 7179 8457 12371 14997 12834
Trade and other receivables ety oz G i 10463
Inventories 10790 13138 20635 24544 26964
e —— 2235 7508 2208 2208 2208
Long-term investment 11877 12037 13633 15361 17155
PPRE 168647 216509 243814 262833 276651
Intangible and other assets 10414 15263 15642 15999 16333
Total Assets 217801 287634 317128 345704 362609
Current Liabilities 25291 65168 53449 58990 62782
Borrowings 7537 20807 7764 8288 8428
Trade and other payables 9495 27377 38387 44128 47682
Other current liabilities e e e s 6672
Long-term liabilities 113801 140567 170570 181428 181104
Total Liabilities 139092 205735 224019 240418 243886
Minority Interests 22073 25364 29970 35241 41059
Shareholder Equity 56637 56535 63139 70045 77664
Share Capital 45449 45449 45449 45449 45449
FEsErvEs 11188 11086 17690 24596 32216
Equity attributable 56637 56535 63139 70045 77664
Total Liabilities and equity 217801 287634 317128 345704 362609
Source: SWS Research
Key Financial Ratios
2015 2016 2017E 2018E 2019E
Ratios per share (Rmb)
Earnings per share 0.15 0.16 0.22 0.23 0.25
Diluted earnings per share fale 0.16 0.22 0.23 0.25
Operating CF per share 0.45 0.42 0.77 0.60 0.50
Dividend per share 0.05 0.05 0.07 0.07 0.08
Net assets per share 1.73 1.80 2.05 2.32 2.61
Key Operating Ratios(%)
ROIC 5.9 5.2 7.3 7.4 7.5
ROE 11.7 111 16.5 15.7 15.3
Gross profit margin 47.9 43.7 47.7 47.7 47.8
EBITDA Margin 66.8 55.9 62.6 61.3 61.0
EBIT Margin 52.3 41.5 48.0 46.5 46.3
Growth rate of Revenue(YoY) s 414 35.2 13.0 8.6
Growth rate of Profit(YoY) 15.4 105 353 4.6 103
Debt-to-asset ratio 63.9 71.5 70.6 69.5 67.3
Turnover rate of net assets 03 04 05 0.5 05
Turnover rate of total assets oL 2 0.1 0.1 0.2
Effective tax rate (%) 16.2 12.1 9.2 8.7 9.6
Dividend yield (%) 2.8 2.9 41 43 48
Valuation Ratios (X)
P/E 11.9 10.8 8.0 7.6 6.9
P/B 1.0 1.0 0.8 0.7 0.7
EV/Sale 9.4 8.2 6.3 5.8 5.5
EV/EBITDA 14.1 14.7 10.0 9.5 9.0

Source: SWS Research

Please refer to the last page for important disclosures Page 3
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Information Disclosure:

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he/she nor his/her associate
serves as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations reviewed
or any third party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company
or the group company(ies). A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market
making activities for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of
the Company serving as an officer of any of the listed corporation reviewed; or (iii) do not have any financial interest in relation to the listed corporation
reviewed or (iv) do not, presently or within the last 12 months, have any investment banking relationship with the listed corporation reviewed.

Undertakings of the Analyst

I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered
as the Securities Analyst. I hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only
legitimate information is used in this report. I am also responsible for the content and opinions of this report. I have never been, am not, and will not be
compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of Shenwan Hongyuan Securities. The company is a qualified securities investment consulting institute approved by China
Securities Regulatory Commission with the code number ZX0065.

Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market
trends of securities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating,
etc. by issuing securities research reports solely to its clients.

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant
disclosure materials or log into www.swsresearch.com for the analysts' qualifications, the arrangement of the quiet period and the affiliates’
shareholdings.

Introduction of Share Investment Rating

Security Investment Rating:

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report,
we define the terms as follows:

Trading BUY: Share price performance is expected to generate more than 20% upside over a 6-month period.

BUY: Share price performance is expected to generate more than 20% upside over a 12-month period.

Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period.

Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period.

Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period.

SELL: Share price performance is expected to generate more than 20% downside over a 12-month period.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the
report, we define the terms as follows:

Overweight: Industry performs better than that of the whole market;

Equal weight: Industry performs about the same as that of the whole market;

Underweight: Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative
rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation,
such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and
information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The
industry classification is available at our sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer:

This report is to be used solely by the clients of SWS Research Co., Ltd. ( subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the
“Company”). The Company will not deem any other person as its client notwithstanding his receipt of this report.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The
materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for
the sale or purchase of any security or other investment instruments.

The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions,
which are subject to the complete report released on the Company’s website (http://www.swsresearch.com). The clients may ask for follow-up
explanations if they so wish.

The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released. The prices, values and
investment returns of the securities or investment instruments referred to herein may fluctuate. At different periods, the Company may release reports
which are inconsistent with the materials, opinions and estimates contained herein.

Save and except as otherwise stipulated in this report, the contactor upon the first page of the report only acts as the liaison who shall not provide any
consulting services.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment
decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any
event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or
losses of securities investment is invalid. The investment and services referred to herein may not be suitable for certain clients and shall not constitute
personal advice for individual clients. The Company does not ensure that this report fully takes into consideration of the particular investment objectives,
financial situations or needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions
herein are suitable for the clients’ particular situations; and to consult an independent investment consultant if necessary.

Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under
no circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone. Please be particularly cautious to
the risks and exposures of the market via investment.

Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation
for this report where the receiver of this report is not a client of the Company.

Please refer to the last page for important disclosures Page 4
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The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this
report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by
any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein
are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances without the prior consent of the
Company.

This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and
Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the
laws of the Hong Kong under the SFO).

This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling
within Article 49(2)(a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as
“Relevant Persons”). This document is directed only at Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this
document or any of its contents.

Distribution in Singapore

If distributed in Singapore, this report is meant only for Accredited Investors and Institutional Investors as defined under Section 4A of the Securities and
Futures Act of Singapore. If you are not an Accredited Investor or an Institutional Investor, you shall ignore the report and its contents. The Singapore
recipients of the report are to contact the Singapore office of Shenwan Hongyuan Singapore Private Limited at 65-6323-5208, or 65-6323-5209 in respect
of any matters arising from, or in connection with, the report.

Please refer to the last page for important disclosures Page 5



