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CR Power (836 HK)

Unlock potential value

In 2023, CR Power aims to achieve newly-added attributable installed capacity
of 7,000MW in wind and solar power. We estimate CRP will achieve 3850 MW
newly-added attributable installed capacity of solar power and 3150 MW of wind
power, as lower upstream costs increase installation willingness. Additionally,
CRP’s announcement on the spin-off of its new energy business to A shares
will unlock the CR Power’s valuation. Besides, we regard the segment profit of
thermal power will improve in 2023 as well, driven by: 1) active signing of long-
term coal contracts with higher implementation rate; 2) lower imported coal
prices; 3) better thermal power tariff based on electricity market reforms.CR
power is trading at 0.90x/0.81x PB for FY23/24E, which is lower than its
peers hist. avg. PB of 1.4/1.2x.The valuation is attractive. We initiate
coverage and arrive at a SOTP-based TP of HK$23.2with BUY rating,
based on 1.4x FY23E PB of renewable segment and 0.7x FY23 forward PB
of thermal segment.

B CR Power's new energy business is expected to grow rapidly, and the
spin-off of the new energy business to A-shares will be beneficial to
the overall valuation. CR Power's target for newly-added installed
capacity of wind and solar power in 2023 is 7,000MW, with an expected
higher installation willingness in solar power due to the decrease in
upstream costs. We anticipate the Company's newly-added attributable
installed capacity of solar power to be 3,850 MW and 3,150MW of wind
power in 2023. For 2025, CR Power targets to reach total wind and solar
attributable installed capacity of 40GW. In order to better achieve this goal,
CR power announced its spin-off of the new energy business to A-shares
to acquire more funds, which will also help improve the overall valuation
and obtain more capital to invest in the new energy construction.

B The recent drop in thermal coal prices is expected to improve the
Company's thermal power business profits and lower costs. In 2023,
we estimate the average unit fuel cost decrease by 5% YoY to
RMB322.1/MWh, and the thermal power tariff expect to increase 2%YoY to
RMB436/kWh, leading to better profit improvement in CR Power's thermal
power business. The improvement can be attributed to active signing of
long-term coal contracts with higher fulfilment rates, benefitting from lower
imported coal prices to manage coal cost fluctuations, electricity market
reforms and optimized electricity price policies to divert coal costs.

M We initiate coverage of CR Power and arrive at a SOTP-based TP of
HK$23.2 with BUY rating. CR power is trading at 0.90x/0.81x PB for
FY?23/24E, which is lower than its peer’s avg. PB of 1.4x/1.2x. The valuation
is attractive. We arrive at a SOTP-based TP of HK$23.2 with BUY rating,
based on 1.4x FY23E PB of renewable segment (~peers avg. PB of 1.4x in
FY23E) and 0.7x FY23 forward PB of thermal segment (~peers avg.PB of
around 0.8x in FY23E).

Earnings Summary

(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E
Revenue (HK$ mn) 89,800 103,305 112,940 121,074 129,603
Net profit (HK$ mn) 1,592.7 7,042.5 12,299.3 14,803.9 17,634.0
EPS (Reported) (HK$) 0.33 1.46 2.56 3.08 3.67
YoY growth (%) (79.0) 342.2 74.6 20.4 19.1
Consensus EPS (HK$) na 1.46 2.45 2.94 3.31
P/E (x) 6.2 54 7.0 5.9 5.1
P/B (x) 0.8 0.7 0.9 0.8 0.7
ROE (%) 18 8.3 141 15.3 16.4

Source: Company data, Bloomberg, CMBIGM estimates
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CR power’s company background

China Resources Power Holdings Co., Ltd. (CRP) was established in 2001 and listed on
the main board of the SEHK in 2003. CR Power is a company under China Resources
Group and is one of the most efficient and profitable integrated energy companies in China,
with business covering renewable power, thermal power, hydropower, electricity sales,
comprehensive energy services and others. From 2003 to 2022, CR Power's total assets,
operating profit increased several times.

Figure 1: CRP’s development process
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China Resources Group (CRG) is the parent company of CRP and was founded in Hong
Kong in 1938. Over the past 80 years, it has become a diversified enterprise with
businesses in consumer goods, energy, construction, healthcare, and several areas.
Through comprehensive development and mutual assistance, CRG has achieved
synergies among its business areas, offering solid support for the CR Power's
development.

Figure 2: CRP’s shareholding structure
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Source: Company data, CMBIGM estimates
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By 2022, CR Power had 246 power plants in operation, including 42 coal-fired plants, 159
wind farms, 38 photovoltaic plants, 2 hydroelectric plants, and 5 gas-fired plants.
Additionally, CRP's primary assets are located in provinces with fast-growing areas. Its
power plants are mainly situated in regions with developed economies, such as East China,
Central China, and South China. The Company's operations cover all 31 provinces,
autonomous regions, municipalities, and special administrative regions in China.

The Company's total operational generation capacity was 52,581MW, with 28.7% of the
total attributable operational generation capacity located in Central China, 26.9% in Eastern
China, 15.5% in Southern China, 14.7% in Northern China, 5.8% in Northwestern China,
5.0% in Northeastern China, and 3.4% in Southwestern China. Moreover, CR Power's wind,
hydroelectric, and photovoltaic plants had an attributable operational generation capacity
of 17,004MW, which accounted for approximately 32.3% of its total attributable operational
generation capacity.

Figure 3: CR Power’s service area(2020-25E) Figure 4: CRG’s attributable capacity (2015-2022)
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Business brief of CR Power

Although CRP's revenue has experienced some volatility due to fluctuations in thermal
power prices and foreign exchange rates, it has shown a steady growth trend over the past
several years. Between 2013 and 2022, revenue increased from HK$ 68.92 bn to HK$
103.3 bn. However, revenue declined in 2016 and 2019, with a 5.99% YoY decrease in
2016 due to lower thermal power prices and foreign exchange rates, and an 11.93% YoY
decrease in 2019 due to the spin-off of the coal business.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 5: CRP’s revenue (2013-2022)
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In 2022, CRP's revenue increased by 15% YoY. Such increase was mainly attributable to
:1) the 20.2% YoY rise in average on-grid tariff (ex-tax) of consolidated coal-fired power
plants; 2) the 4.1% YoY increase in net generation volume of consolidated power plants ;
3) a 13.8% YoY increase in the average price (ex-tax) of the sales of heat supply of
consolidated power plants, and 6.4% YOoY rise in the sales of heat supply of consolidated
power plants. However, the revenue increase was partially offset by depreciation of RMB

against the Hong Kong dollar.

Figure 6: CRP’s operating profit (2013-2022) (HK$mn)
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Source: Company data, CMBIGM estimates

At present, CR power is mainly engaged in two business segments — thermal power
segment (inclusive of coal-fired power plants and gas-fired power plants) and renewable

energy segment (inclusive of wind, photovoltaic and hydro power).
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Figure 7: Composition of CRP’s revenue (FY22)
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Source: Company data, CMBIGM estimates

For 2022, CRP’s thermal power business revenue recorded HK$69.5bn while its segment
recorded loss of HK$7.16, mainly due to (1) 10.6% YoY rise in the unit cost of standard
coal; (2) the 2.4% YoY increase in net generation volume of thermal power plants; and (3)
the 6.4% YoY increment in heat sales volume of consolidated power plants. In particular,
the increase was partially offset by the depreciation of RMB against Hong Kong dollar.

Additionally, the revenue from CR Power's renewable energy business reached
HK$20.8bn, showing significant growth, and the profit was HK$9.982bn. The profit from the
renewable energy business helped offset the losses from the thermal power business,
resulting in a total profit of HK$2.823bn for CR Power in 2022. The pre-tax profit was HK$
2.391bn.

CRP’s renewable energy business

= Industry analysis

(1) National energy policy targets to support the future high-speed growth of
the wind power and solar power generation industry

In 2022, China's cumulative installed wind power capacity reached 37GW, with a CAGR of
16.17% from 2016 to 2022. The wind and solar power installation plans for different regions
in China during the 14th Five-Year Plan period are clear. We estimate China's wind power
installed capacity to reach 620mn kW by 2025, with a CAGR of 17% from 2021 to 2025.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Figure 8: Newly-added wind power and solar power installed capacity in China
(2018-25E)
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According to the data of Wind Daily and NEA, in 2022, wind power bidding exceeded
103.27 GW in China, and newly-added installed capacity of wind power achieved 37 GW.
Most of the bidding capacity are expected to be grid-connected in 2023, resulting in an
estimated 67 GW of newly-added installed capacity and an increase of around 81% YoY.
Thus, in 2023, we predict the cumulative installed wind power capacity to be around 432
GW in China. Additionally, the newly-added installed wind power capacity in 2024 and 2025
will be up by 15% YoY and reach 77 GW and 89 GW respectively, with a predicted
cumulative installed wind power capacity of 509 GW and 598 GW, maintaining around 20%
YoY growth each year.

Figure 9: Accumulated power installed capacity in China (2018-25E)
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For solar power, China's solar power installed capacity was 392 GW in 2022, and the solar
bidding capacity for 2022 was about 155 GW. Based on the views of CPIA, China's
conservative prediction for newly-added installed capacity of solar power in 2023 will be
95GW, and the optimistic prediction will be 120 GW. Meanwhile, according to data from
the NEA, the newly-added installed capacity of solar power in 1Q23 was 33.66 GW, up by
154.81% YoY. As of Apr 2023, domestic PV component bids have exceeded approximately
82 GW.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Thus, we are positive that the newly-added installed capacity of solar power in 2023 may
reach 120 GW, with a total accumulative installed capacity of 513 GW for the year.
Additionally, solar power will continue to maintain high growth in 2024 and 2025, and we
estimate cumulative solar power installed capacity will reach 652 GW and 811 GW.

By 2025, the cumulative installed capacity of wind and solar power will reach 1,409 GW,
exceeding the national 14th Five-Year Plan target of 1,200 GW.

(2) Lower upstream cost leads to higher IRR of the wind farm project, prompting
CRP’s investment willingness

The wind power industry in China has entered the Grid Parity Era since 2021, leading to a
reduction in upstream costs and a decline in wind turbine prices. According to Wind Power
Headlines, the highest price for onshore wind turbines reached RMB4,200/kW in mid-2020
and fell to the lowest at RMB1,150/kW in Feb 2023, dropping by -73%. Therefore, lower
upstream costs have resulted in an increase in the IRR of wind power projects, making
more projects suitable for investment by Suntien. As a result, Suntien is expected to show
a higher willingness to invest in wind power installation in 2023.

Figure 10: Wind turbine price (2012-2022)
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Figure 11: Onshore wind power tariff

Date | Resources Area Il Resources Area lll Resources Area IV Resources Area

2015 0.51 0.54 0.58 0.61

2016 0.49 0.52 0.56 0.61

2017 0.47 0.50 0.54 0.60

2018 0.40 0.45 0.49 0.57
2019(after 1st Jan) 0.34 0.39 0.43 0.52
2019(after1st Jul) 0.34 0.39 0.43 0.52

2020 0.29 0.34 0.38 0.47

2021 Grid Parity

Source: NDRC, CMBIGM estimates

The optimization of the industrial chain in the wind power sector reduces cost and increases
efficiency, which drives the long-term growth in IRR of the wind power project. For example,
if the average tariff (ex-tax) for the project is RMBO0.45/kWh, the construction cost of a
100MW onshore wind power project falls from RMB4,500/kWh to RMB4,000/kWh, the IRR
of the project will increase from 11% to 14.3%. Additionally, if the construction cost
decreases further to RMB3,800/kWh, the IRR will increase to 15.5%.
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Figure 12: Sensitivity analysis of IRR
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As the IRR for wind farm projects increases thanks to lower upstream cost, more projects
will meet CR Power's investment criteria IRR. Therefore, a higher IRR of the wind power
project is likely to boost CR Power’s investment willingness in newly-added wind power
installations.

= CR Power’s renewable business develops rapidly

CR Power’s total attributable operational generation capacity of wind, photovoltaic and
hydro power projects amounted to 17,004MW, up by 0.2% YoY.

In terms of wind power generation segment, CR Power’s wind power projects maintain
steady growth. As the wind power enters into the parity era, the lower cost of upstream
wind power components will benefit the downstream wind power operators. CR Power’s
wind power accumulated operational installed capacity was 15,512MW by 2022, and the
newly-added installed capacity was 1,175MW. In particular, the total designed capacity of
wind power projects under construction was 4,857MW.

For solar power segment, the attributable operational generation capacity of PV projects
was 1,212MW in 2022, and the newly-added attributable installed capacity was 387MW.
The total designed capacity of wind power projects under construction was 5,604MW.

Additionally, the Chinese government has set a goal for central enterprises to increase their
proportion of renewable energy installed capacity to over 50% by 2025, as part of efforts
to achieve the national "Carbon peaking and carbon neutrality goals". Major power
operators have been investing more heavily in renewable energy projects. In 2023, CR
power targets to add 7,000 MW of wind and PV power attributable generation capacity.

Figure 13: CRP’s development target of renewable energy
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Source: Company data, CMBIGM estimates
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Besides, CRP plans to accelerate the development of wind and PV projects and aims to
add 40mn kW of renewable energy installed capacity by 2025. The Company will invest
HK$ 45bn in 2023, mainly in wind and PV power plants, thermal power units, and coal mine
construction. Next, it plans to spin off CR New Energy and list on the A-share market in
these two years.

Figure 14: CR Power’s business spin-off structure
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Source: Company data, CMBIGM estimates

= CR Power announces spin-off and A-Share listing of subsidiary CR
New Energy to unlock potential value

- CR Power plans to spin off CR New Energy and list on A-share market, issuing
new A-shares of the subsidiary via public offer. The spin-off will dilute the parent
company's ownership in the subsidiary to not less than 70%. The net proceeds of
the spin-off will fund the construction of over 30 wind farms and photovoltaic power
plant projects in China over the next three to five years, with 70% of the proceeds
allocated for this purpose and 30% for general working capital.

- The SpinCo Group (CR New Energy) focuses on wind and photovoltaic power
plants, while the Retained Group operates in the thermal power business, including
coal-fired and gas-fired power plants, sales of electricity, and other businesses.
The proposed spin-off will not result in one business supporting two listing statuses,
and the Retained Group will retain sufficient operations and assets to support its
separate listing status.

- The spin-off is expected to increase the market influence and brand value of
SpinCo, attract strategic investors, and provide resources and collaboration
opportunities to expand its renewable energy projects and promote sustainable
growth. While the move will increase the cash reserves and total assets of the
Group, it will not affect its liabilities. Nonetheless, it will raise funds and increase
the net asset value of the Group, enabling it to further expand its business.

1. Uncertainty factor elimination brings positive impact to the CR Power‘s stock
price.

Early 2022, there were an uncertain news reported that CR Power would spin off
its new energy business and list it on the Hong Kong stock market. Due to the
valuations of power operator companies in the HK market were relative lower than

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE



23 Jun 2023 #Eﬁﬁ

CME INTERNATIONAT

in A-share market, the related uncertainty caused CR Power's stock price dropped
and remained under pressure.

The recent announcement of the plan for the spin-off of its subsidiary, CR New
Energy, to list in the A-share market has alleviated related concerns and
uncertainties, which is positive for CR Power's stock price performance in short-
term.

Figure 15: Power operators comparisons (A/H-market)
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Figure 16: CR Power stock price performance
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2. Financial impact of the proposed spin-off and A-share listing on the CR
Power

a) Impacts on P/L:
The proposed spin-off and share listing of SpinCo will not result in any
expected gain or loss on the consolidated statement of P/L of the CR Power,
but the proportion of the CR Power's shareholding in SpinCo will be diluted,
resulting in dropped earnings for the CR Power's shareholders and increased
earnings for non-controlling interests.

Additionally, CR New Energy may raise more funds to develop new energy
business in mid-long term, which will result in better financial performance to
the CR New Energy. Its financial performance will also be reflected in CR
Power. CR Power considers the proposed spin-off and share listing to be fair
and reasonable and in the interest of the Company and its shareholders as a
whole.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 10
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b) Impacts on B/S:
The proposed spin-off and A-share listing of SpinCo is expected to generate
funds and increase the number of shares, cash reserves, and total assets of
the Group. However, it will not affect the Group's liabilities, and will only
increase its net asset value.

The spin-off of CR New Energy and listed in A-share market makes CR
Power’s business development more clearly, which enable investors to re-
evaluate CR New Energy and CR Power's stock value

The spinoff of CR New Energy and listing in A-share market can increase the equity
value of the CR Power. When the new energy segment is independently spun off
and listed, CR Power’s business development can be more clearly and completely
reflected, which is beneficial for investors to re-evaluate CR New Energy and CR
Power's value and may lead to a higher premium.

The spin-off of CR New Energy and A-share listing are conductive to better
financing in domestic capital market, helping CR Power to achieve its new
energy capacity installation goal by 2025.

CR Power positively respond to the national carbon neutrality policy and aim to
achieve the target of 40GW of new energy installed capacity by 2025 (both solar

and wind power). The new energy segment spin-off and list on A-share market will
enable new energy segment raise more capital to help CR Power to achieve the
target of 2025.

The spin-off of CR New Energy and A-share listing deliver positive Impacts
on corporate governance improvement and increase transparency of SpinCo

The proposed spin-off and share listing will improve SpinCo's corporate
governance and increase transparency, allowing investors to appraise its
performance and potential. The capital structure of the Company will be optimized,
reducing its debt asset ratio.

The spin-off of CR New Energy and A-share listing boost market influence
and attract strategic investors for sustainable growth of SpinCo

CR Power's intention to spin-off and list its subsidiary, CR New Energy, as a
separate entity is expected to increase the brand value and market influence of
SpinCo. This move is also expected to attract strategic investors from the industry
and local institutions, offering SpinCo with additional resources and collaboration
opportunities to expand its renewable energy projects further and promote
sustainable growth.

CRP’s Thermal Power Segment

CR Power's thermal power business has been affected by
fluctuations in coal prices

CR Power’s profits rebounded in 2019-2020 due to declining coal prices and the expansion
of its new energy business, while the thermal power business suffered losses in 2021-2022
due to the highest coal prices in history. In 2022, coal prices remained high, resulting in an

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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overall loss for the thermal power business. However, coal prices are expected to decline
in 2023, benefiting CRP’s thermal power business.

= Global coal prices dropped from historical highs, due to higher coal
production and inventory

The international energy market in 2022 was characterized by volatility. Geopolitical
conflicts and abnormal weather conditions led to a rapid increase in demand for coal,
causing a supply-demand imbalance that drove coal prices to historical highs. In 2022,
China’s coal price benchmark Qinhuangdao 5,500kcal/kg price climbed unexpectedly from
around RMB1,300/ton to RMB1,600/ton during Sep-Oct before mildly dropping to
RMB1,550/ton.

In 2023, the price of thermal coal has been declining since 1Q23 due to high production
and inventory levels, with major ports having historically high inventory levels.

Figure 17: Qinhuangdao 5,500 kcal/kg thermal coal
price (RMB/ton) (2017-23 Apr)

Figure 18: Qinhuangdao imported thermal coal
prices(RMB/ton) (2022-23 Apr)
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Source: wind, Company data, CMBIGM estimates

Since 1Q23, coal prices in China have been falling, with prices for Qinhuangdao 5,500
kcal/kg thermal coal dropping to below RMB800/ton. This is due to high coal production
and inventory levels, which have put pressure on coal prices. The downward trend has
continued into 2Q23, with the spot price of 5,500 kcal/kg thermal coal at the Bohai Rim
ports being RMB1000/ton at the end of April and dropping to below RMB 900/ton at
Qinhuangdao Port by the end of May.

Based on the data of Mysteel, as of the end of April, coal inventory went up by 8.5mn tons
to 168mn tons at power plants across, with coal inventory available for about 29 days. Coal
inventory has reached its highest level in history for the same period, and some power
plants have a low willingness to unload thermal coal. As for coal inventory in ports, the
amount in China was 66.42mn tons in April, up 5.9% from March and up 31.6% YoY. By
May, the coal inventory at major ports in the Bohai Rim had reached 29.22 mn tons, rising
by 11.4% from April, reaching its highest level in history.

Source: wind,Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 19: Qinghuangdao port’s coal inventory (2017- Figure 20: CCTD main ports’ coal inventory (2015-2023
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Recently, end-user power operators mainly rely on long-term coal transportation contracts,
with imported coal serving as supplementary purchases. Both power plant and national
port's coal inventories have reached their highest levels in two years. According to
Mysteel's data, the inventory of power coal at 55 ports across the country was 75.064mn
tons as of June 2023, an increase of 32.61mn tons compared to the previous month and
up 223.04mn tons YoY. This may indicate a relative high supply of thermal coal.

On the other hand, international coal prices have been decreasing this year. The prices of
coal at three major international ports - Newcastle Port, Europe's three ports, and Richards
Bay Port - have been continuously decreasing. Although the average price is still higher
than in previous years, it has significantly fallen compared to the coal price surge in 2022.

We expected that the overall price of thermal power coal in China will drop to around
RMB900-1,100/ton in 2023, benefiting the thermal power operators.

= The demand for thermal power tends to be week in 2023, dragging
down the thermal coal price further down

The recent increase in electricity load due to rising temperatures in various regions has not
yet had a significant impact on the coal market. However, the drop in coal prices has
reduced costs for thermal power operators.

= The prospects for thermal power business’ profitability are expected
to gradually improve

The thermal power industry has always been an important basic industry for the
development of China's national economy. It still plays a vital role in ensuring the overall
stable energy supports and stable power generation. From 2012 to 2022, the share of
thermal power installed capacity in China's total power installed capacity decreased from
71.49% to 52.07%, but the total installed capacity of thermal power has continued to grow,
from 818.68 GW in 2012 to 1,332.39 GW in 2022, with a growth CAGR of about 5.23%
from 2012 to 2022

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 13
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Figure 21: China’s electricity installed capacity structure (2018-25E)
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In the future, as the installed capacity of renewable energy continues to increase in China's
total power installed capacity, the peak-shaving effect of thermal power will become more
prominent. Thermal power will still be the main source of power generation for a mid-long
time and will continue to play a vital role for energy supply. According to data from the
China Electricity Council (CEC), it is estimated that China's total installed power capacity
will reach about 3,000 GW by 2025, and the installed capacity of thermal power is expected
to maintain an average annual growth rate of about 2%, surpassing 1,400 GW by 2025.

Figure 22: Thermal power installed capacity (2018-25E)
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= The annual average utilization hours of coal-fired units are expected
to gradually increase

CR Power has been focusing on large coal-fired power units’ investment and operation.
Most of the power units have been in operation since 2004 and their annual average
utilization hours are significantly higher than the national average, indicating CRP's high
operating efficiency in thermal power segment.

During 2009-2014, the company's utilization hours of coal-fired units were 5,000-6,000
hours annually, exceeding the national average by 600-900 hours. Afterwards, the
utilization hours of thermal power gradually declined to 4,500-5,000 hours due to lower
electricity consumption growth. As the new energy’s installed capacity grows rapidly, and
the demand for grid peak-shaving goes up, the utilization hour of thermal power will
rebound.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 23: Utilization hours of CRP’s thermal power
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* CR Power effectively controls coal cost with long-term coal contract
and high implementation rate; CRP expects to add 1,500MW thermal
power installed capacity for 2023

For 2022, CRP has signed a long-term contract to purchase 90.88mn tons of thermal coal,
with a full-year expected implementation rate of over 80%, and has effectively controlled
the coal cost. In 2023, CRP actively signed the long-term contract and expected the
implementation rate will further lift to ensure the coal supply and cost controls.

In addition, in 2023, CRP also aimed at purchasing more imported Indonesia coal and using
in coastal Guangdong and Guangxi power plants. CRP plans to have a total of 1,544.2MW
of attributable installed capacity of thermal power units in 2023, including one unit in Shanxi
Ningwu, one unit in Fuyang Phase 2 project in Anhui, Guangdong Yunfu power plant, and
natural gas distributed projects.

In 2022, the core profit of CR Power's renewable energy business was HK$ 8.645bn, while
the core loss of its thermal power business was HK$2.582bn. We expected thermal power
segment will achieve a small turnaround of its profit in 2023.

= Continued optimization of electricity pricing policies expected to
benefit thermal power operators, but caution needed regarding tariff
policy adjustments due to potential downward shifts in Coal Prices

In 2022, several provinces responded to the NDRC's announcement of an improved coal-
fired power pricing mechanism to deepen market-oriented reform. The fluctuation range of
market-based electricity transaction prices was adjusted to a range of 20% in either
direction, compared to the current range of 10% for the ceiling and 15% for the floor from
the benchmark price. High energy-consuming enterprises are not restricted by the 20%
upward fluctuation ceiling for market transaction prices of coal-fired electricity.

Based on the Polaris power grid data, the annual long-term transaction prices for thermal
power in Guangdong and Jiangsu in 2023 are expected to lift by nearly 20% based on the
coal benchmark price (with only a 7% increase in Guangdong in 2022). We believe that
better electricity pricing mechanisms is an important measure to help the thermal power
operators to digest the coal cost and ensure electricity supply in 2023.

Recently, some province like Yunnan has implemented a "capacity payments" policy to
alleviate the operational difficulties of thermal power companies. We believe more province
will introduce such policies and power operators will benefit from it.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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However, we also stay cautious against the potential risks of tariff policy adjustment if the
thermal coal price continuous to drop.

Key assumption and valuation

= Key assumption

In 2023, CRP guided its newly-added wind power and solar power installed capacity will
be 7,000MW. Based on the mgmt.’s guidance, the solar power installation plan will be
positive as the upstream cost goes lower, thus we expect an increase of 3,850MW as solar
power’s newly-added installed capacity in 2023. Moreover, we predict the newly-added
installed capacity for wind power to be 3,150MW in 2023.

For power generation, we estimate CRP’s expected gross power generation of wind power
will be 38,450GWh, up by 4% YoY. For average tariff, we predict the wind power tariff to
slightly drop to RMB463.47/kWh as the coal price continued to drop and the higher
proportion of electricity trading.

Additionally, we predict CRP’s gross power generation of solar power will be 2,930/GWh
in 2023. Based on the CRP’s mgmt’s target of newly added new energy installed capacity
of 7,000MW in 2023, we estimated solar power’s newly-added installed capacity was
around 3,850MW. We expected solar segment will achieve a rapid growth.

Figure 24: Key assumption table of renewable power segment

2019 2020 2021 2022 2023E 2024E 2025E
Wind attributable installed capacity -MW 8,687 10,396 14,337 15,512 18,662 22,262 25,862
% YoY 2% 20% 38% 8% 20% 19% 16%
Newly added installed capacity -MW 1,871 1,709 3,941 1,175 3,150 3,600 3,600
Gross power generation-k/GWh 17.39 21.14 33.33 36.89 38.45 45.02 52.94
% YoY 19% 22% 58% 11% 4% 17% 18%
Utilization hours 2,201 2,236 2,464 2,398 2,250 2,200 2,200
% YoY -5% 2% 10% -3% -6% -2% 0%

2019 2020 2021 2022 2023E 2024E 2025E
Solar attributable intsalled capacity -MW 453 562 824 1,212 5,062 9,462 14,137
% YoY 1% 24% 47% 47% 318% 87% 49%
Newly added 5 109 262 388 3850 4400 4675
Gross power generation-k /GWh 0.71 0.77 1.25 1.47 2.93 8.62 14.78
% YoY 31% 8% 62% 18% 99% 194% 1%
Utilization hours 1,501 1,424 1,510 1,510 1,480 1,450 1,421
% YoY 30% -5% 6% -2% -2% -2% -2%

Source: Company data, CMBIGM estimates

In 2023, in terms of thermal power segment, we expect: (1) newly-added attributable
installed capacity of thermal power will be around 1,500MW, according to the mgmt.’s
guidance; 2) the unit cost of standard coal will drop by 8% YoY to RMB1,040/ton, based
on the CRP’s steady long-term thermal contract amount, higher implementation rate, and
lower imported thermal coal cost; 3) thermal power tariff((excl. vat) will slightly up by
2%YoY to RMB436/kWh due to the optimization of tariff policies. Overall, we estimate
CRP’s thermal power revenue and profit will continue to improve.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 25: Key assumption table of thermal power segment

2019 2020 2021 2022 2023E 2024E 2025E
Attributable operational generation capacity- M 30,972 32,127 32,556 35,577 37,077 40,077 43,077
% YoY 4% 4% 1% 9% 4% 8% 7%
Newly added capacity-MW 1,157 1,155 429 3,021 1,500 3,000 3,000
Power generation-k /GWh 136 137 148 151 157 162 166.93
Utilization hours 4,725 4,590 4,691 4,731 4,731 4,684 4,637
% YoY -6% -3% 2% 1% 0% -1% -1%
Reported Tariff (excl. vat) -Rmb/kWh 337 331 356 428 436 436 436
% YoY 1% -2% 7% 20% 2% 0% 0%

2019 2020 2021 2022 2023E 2024E 2025E
Avg. unit fuel cost - Rmb/MWh 204 191 306 339 32 322 322
% YoY 31% -6.4% 60.4% 10.9% -5.0% 0.0% 0.0%
Avg. unit cost of standard coal -Rmb/ton 680 641 1,022 1,130 1,040 1,040 1,040
% YoY -6.7% -5.8% 59.5% 10.6% -8.0% 0.0% 0.0%
Avg. coal consumption -g/kWh- 297 296 297 297 298 298 299
% YoY -1.0% 0.2% 0.3% 0.2% 0.2% 0.2% 0.2%

Source: Company data, CMBIGM estimates

=  Valuation

CR power is trading at 0.90x/0.81x PB for FY23/24E, which is lower than its renewable
peer’'s avg. PB of 1.4x/1.2x. The valuation is attractive. We believe present valuation of CR
Power did not fully reflected its new energy business value. As the new energy business
develop rapidly in the following years, the spin-off of CR New Energy and A-share listing
will enable CR Power further unlock its new energy business value.

We arrive at a SOTP-based TP of HK$23.2 with BUY rating, based on 1.4x FY23E PB
of renewable segment (~peers avg. PB of 1.4x in FY23E) and 0.7x FY23 forward PB of
thermal segment (~peers avg.PB of around 0.8x in FY23E). In addition, the ROE of
23E/24E of CR Power were relative high, we believe CR Power still has great growth
potentials.

Figure 26: SOTP-based target price
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Source: Company data, CMBIGM estimates
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Figure 27: CR Power’s PB band
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Figure 28: CR Power’s PE band
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Figure 29: Peers tables (Renewable power)
c::?;’;g MKt cap EPS 2325 PBR
Company Ticker (HKS$) (HK$mn) 23E 24E  25E CAGR § 23E 24E 25E 23E  24E  25E
CHINA RES POWER 836 HK 1716 82547 21 246 290 332 161% 697 592 517 090 081 073
CGN NEWENERGYH 1811 HK 222 9525.63 005 006 007 166% 535 450 394
CHINA LONGYUAN-H 916 HK 8.7 14055759 0.94 113 129 172% 795 664 579 08 075 067
CHIMA DATANG C-H 1798 HK 269 19566.26 038 043 050 155% 656 579 491 098 085 073
CHINA LONGYUAN-A  001269CH  20.55 12863166 092 110 125 162% 2224 1875 1648 227 206 186
CHINA THREE GO-A 600905 CH 5.26 150849.11 032 038 045 182% 1647 1376 1179 178 160 140
Average 109 92 80 " 14 12 14
Source: Company data, CMBIGM estimates
Figure 30: Peers tables (Thermal power
Price
Company Ticker {HK$) {HK$mn) 23E 24E 25E § 23E  ME 25E
CHINA POWER INTE 2380 HK 277 34265.32 0.3 042 054 334% 632 612 468 067 062 059
CHINA RES POWER 836 HK 1716 82647 21 246 290 332 161% 697 592 547 090 081 073
HUANENG POWER-H 902 HK 4.65 126612.13 0.56 0.65 076 166% 767 659 545 069 065 050
HUADIAN POWER-H 1071 HK 3.80 66209 94 051 (.66 073 195% 680 527 476 066 061 054
Average 74 61 51 08 07 06
Source: Company data, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 18
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Financial Summary

INCOME STATEMENT

YE 31 Dec (HK$ mn)

Revenue 69,551 89,800 103,305 112,940 121,074 129,603
Cost of goods sold (32,494) (58,444) (64,283) (61,824) (63,654) (65,538)
Gross profit 37,057 31,356 39,022 51,116 57,420 64,065
Operating expenses (12,621) (13,999) (15,207) (16,456) (17,850) (19,112)
Staff costs (6,001) (6,355) (6,632) (7,241) (8,033) (8,732)
Others (6,620) (7,644) (8,575) (9,215) (9,818) (10,380)
Operating profit 24,436 17,357 23,815 34,660 39,570 44,953
Other income 2,460 2,812 1,982 1,982 1,982 1,982
EBITDA 26,896 20,169 25,797 36,642 41,551 46,935
Depreciation (11,468) (14,598) (14,245) (14,543) (16,040) (17,454)
Other amortisation (245) 0 (185) (162) (124) 91)
EBIT 15,184 5,571 11,367 21,937 25,387 29,389
Interest income 349 301 192 192 192 192
Interest expense (3,771) (4,061) (4,083) (4,340) (4,210) (4,169)
Foreign exchange gain/loss 0 0 0 0 0 0
Other income/expense 799 122 (199) 122 122 122
Others (1,090) (92) 2,184 0 0 0
Pre-tax profit 11,470 1,841 9,461 17,911 21,491 25,535
Income tax (2,794) (958) (1,906) (4,478) (5,373) (6,384)
After tax profit 8,676 884 7,556 13,433 16,118 19,151
Minority interest (1,094) 709 (513) (1,134) (1,314) (1,517)
Net profit 7,583 1,593 7,042 12,299 14,804 17,634
BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec (HK$ mn)

Current assets 40,638 53,940 48,631 34,142 34,014 30,754
Cash & equivalents 5,036 7,934 7,721 8,628 9,271 4,454
Account receivables 31,428 37,769 35,616 20,329 19,372 20,736
Inventories 2,912 6,748 4,582 4,406 4,537 4,671
Contract assets 1,262 1,489 712 778 834 893
Non-current assets 218,994 233,415 234,757 251,674 267,131 281,207
PP&E 180,817 192,953 191,356 208,313 223,773 237,819
Deferred income tax 861 1,041 1,075 1,075 1,075 1,075
Goodwill 745 664 622 460 335 244
Other non-current assets 28,367 29,997 32,654 32,654 32,654 32,654
Total assets 259,632 287,355 283,388 285,815 301,145 311,962
Current liabilities 65,065 68,059 82,671 74,652 79,557 78,017
Short-term borrowings 20,158 23,186 38,383 29,417 32,459 28,899
Account payables 33,587 34,136 30,248 29,091 29,952 30,838
Other current liabilities 11,320 10,737 14,039 16,144 17,146 18,279
Non-current liabilities 88,617 112,245 100,164 99,997 99,225 98,357
Long-term borrowings 82,109 105,310 93,322 93,155 92,383 91,515
Other non-current liabilities 6,507 6,935 6,842 6,842 6,842 6,842
Total liabilities 153,682 180,304 182,835 174,648 178,782 176,374
Share capital 22,317 22,317 22,317 22,317 22,317 22,317
Retained earnings 46,580 44,390 49,783 59,263 69,144 80,852
Other reserves 16,906 21,681 10,139 10,139 10,139 10,139
Total shareholders equity 85,803 88,388 82,239 91,719 101,600 113,308
Minority interest 20,148 18,663 18,315 19,449 20,763 22,280
Total equity and liabilities 259,632 287,355 283,388 285,816 301,145 311,962

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 19
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CASH FLOW 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec (HK$ mn)

Operating

Profit before taxation 11,470 211,048 9,461 17,911 21,491 25,535
Depreciation & amortization 11,713 14,598 14,430 14,705 16,164 17,546
Change in working capital (6,339) (10,599) (595) 16,343 2,635 462
Net cash from operations 20,702 7,400 24,167 44,359 34,796 37,036
Investing

Capital expenditure (30,529) (25,118) (32,580) (31,500) (31,500) (31,500)
Others 1,905 5,720 (1,267) 0 0 0
Net cash from investing (28,624) (19,398) (33,847) (31,500) (31,500) (31,500)
Financing

Dividend paid (2,756) (3,155) (1,226) (2,819) (4,923) (5,926)
Net borrowings (33,590) (27,753) (43,383) (38,383) (29,417) (32,459)
Others 44,397 45,804 54,077 29,250 31,688 28,031
Net cash from financing 8,051 14,896 9,468 (11,952) (2,653) (10,353)
Net change in cash

Cash at the end of the year 129 2,898 (213) 907 643 (4,817)
GROWTH 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Revenue 2.6% 29.1% 15.0% 9.3% 7.2% 7.0%
Gross profit 7.6% (15.4%) 24.4% 31.0% 12.3% 11.6%
Operating profit 19.0% (29.0%) 37.2% 45.5% 14.2% 13.6%
EBITDA 15.1% (25.0%) 27.9% 42.0% 13.4% 13.0%
EBIT 19.1% (63.3%) 104.0% 93.0% 15.7% 15.8%
Net profit 15.1% (79.0%) 342.2% 74.6% 20.4% 19.1%
PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Gross profit margin 53.3% 34.9% 37.8% 45.3% 47.4% 49.4%
Operating margin 35.1% 19.3% 23.1% 30.7% 32.7% 34.7%
EBITDA margin 38.7% 22.5% 25.0% 32.4% 34.3% 36.2%
Return on equity (ROE) 9.6% 1.8% 8.3% 14.1% 15.3% 16.4%
GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Current ratio (x) 0.6 0.8 0.6 0.5 0.4 0.4
VALUATION 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors.
CMBIGM does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives,
financial position or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which
is contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their
dependence on the performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate
particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment
decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and
reliable. CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM
provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change with out notice. CMBIGM may issue
other publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships
with the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this
report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As aresult, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or
qualified as a research analyst with the Financial Industry Regulatory Authority (‘FINRA”). The analyst is not subject to applicable restrictions under FINRA
Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report
is intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing
to effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as
defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced
by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers
Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined
in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the
extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 21



