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Earnings down 42%. Two new projects 
announced 
 
• Asia Power has announced a 42% fall in interim net 

earnings to $2.1m, mainly due to higher than 
expected costs for its Asia Wind Power 
(Mudanjiang) project. The group also announced 
two new projects, which will lend to more stability 
in earnings in the medium term. 

 
• We maintain our Hold recommendation. We 

downgraded our Long Term Buy call last month 
after a series of management and board changes 
resulted in some uncertainty over the stock and its 
new direction. We continue to be cautious on this. 

 
• Also, the Asia Wind Power project comes on only in 

2006. We would prefer to see there is no delay on 
this before getting more optimistic. 

 
• Group simultaneously announced two new projects. 

An agreement to set up a joint venture called Asia 
Power (Leibo) Hydroelectricity Co. and an indirect 
16.12% stake in Chongqing Yujiankou 
Hydroelectricity Co., which has a 60MW 
hydropower electricity generation plant in 
Chongqing.  

 
• Current valuations are not demanding at 8.5x current 

year and 8.1x FY2006. Stock is also a low 0.7x book 
value, while yield is circa 6.1%. However, we don’t 
believe a re-rating is likely till there is more stability 
in the group’s earnings. The cost over-runs seen in 
this 1H were not expected, and it remains to be seen 
if there will be similar costs in the 2H.  

 
• Note that if Asia Power had not recognized 

Mudanjiang’s pre-operating costs, net profit would 
have been $4.2m, an increase of 15.5% over the last 
corresponding period. The stock would be cheap on 
this basis, once operations normalize. 
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New projects announced 
 
In a separate announcement, Asia Power said it has an 
agreement to set up a joint venture called Asia Power 
(Leibo) Hydroelectricity Co., Ltd. It will invest  
RMB37.5m (about S$7.7m) for a 75% stake in the j-v.  
Leibo will develop and operate three hydropower 
electricity generation plants (Lami, Huzhu and 
Sichuanjiao) in Sichuan Province, Chine. The total 
installation capacity is about 65MW. The strategy is 
that earnings from hydropower plants will be more 
stable given it is not subject to fluctuations in oil and 
coal prices. 
 
In a third announcement, Asia Power said it is also 
buying a 51% stake in Great Rich Finance Ltd for 
RMB24.5m (S$5.0m). Great Rich's main asset is a 
deemed interest of 31.6% in Chongqing Yujiankou 
Hydroelectricity Co., Ltd. This will give Asia Power  
an indirect 16.12% in Chongqing Yujiankou. 
Chongqing Yujiankou has been operating hydropower 
electricity generation plants with capacity of 60MW 
since January this year.    
 
 
Valuation and recommendation 
 
Current valuations are not demanding at 8.5x current 
year and 8.1x FY2006. Stock is also a low 0.7x book 
value, while yield is circa 6.1%. However, we don’t 
believe a re-rating is likely till there is more stability 
in the group’s earnings. The cost over-runs seen in this 
1H were not expected, and it remains to be seen if 
there will be similar costs in the 2H. We maintain our 
Hold recommendation on the stock. 
 
However, long-term investors should note that if Asia 
Power had not recognized Mudanjiang’s pre-operating 
costs, net profit would have been $4.2m, an increase 
of 15.5% over the last corresponding period. The stock 
would be cheap on this basis, assuming operations 
normalize. 

Interim results  
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Revenue grew 7.8% to $49.2m due to the increase in 
sales of $3.1m and $431,000 respectively from 
Heilongjiang Asiapower Xinbao Heating & Power Co. 
(Xinbao) and Asia Power (Neijiang) Hydroelectricity 
Co.  (Neijiang). This was due to higher electricity 
volume for Xinbao and Neijiang by 5.5% and 18.9% 
respectively, and also a higher average tariff price. 
 
However, cost of sales also rose by 11.5% mainly due 
to the increase in Xinbao’s costs such as coal price, 
depreciation and repair and maintenance expenses. 
 
The unexpected 208% hike in administrative expenses 
to $8.7m was unexpected. The jump mainly included 
pre-operating costs for Mudanjiang, which includes 
preliminary research, feasibility and survey costs. 
Mudanjiang will only be operational in the beginning 
of the year 2006. If Asia Power had not recognized 
Mudanjiang’s pre-operating costs, net profit would 
have been $4.2m, an increase of 15.5% over the last 
corresponding period. 
 
The higher associates contribution was mainly due to 
Sichuan Anning River Energy Development Co. which 
started operations early this year and contributed 
$739,000 to earnings.  
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NRA Capital Pte. Ltd is a participant in the SGX-MAS Research Incentive Scheme and receives a compensation of 
S$4,000 per annum for each stock covered under the Scheme. This publication is confidential and general in nature. 
It was prepared from data believed to be reliable, and does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific person who may receive this report. No representation, 
express or implied, is made with respect to the accuracy, completeness or reliability of the information or opinions 
in this publication. Accordingly, neither we nor any of our affiliates nor persons related to us accept any liability 
whatsoever for any direct, indirect or consequential losses (including loss and profit) or damages that may arise 
form the use of information or opinions in this publication. Opinions expressed are subject to change without notice. 
 
NRA Capital Pte. Ltd. and its related companies, their associates, directors, connected parties and/or employees 
may own or have positions in any securities mentioned herein or any securities related thereto and may from time to 
time add or dispose of or may materially interested in any such securities. NRA Capital Pte. Ltd. and its related 
companies may from time to time perform advisory, investment or other services for, or solicit such advisory, 
investment or other services from any entity mentioned in this report. The research professionals who were involved 
in the preparing of this material may participate in the solicitation of such business. In reviewing these materials, 
you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts 
of interest. Additional information is, subject to the duties of confidentiality, available on request. 
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36 Robinson Road 
#12-05/06 City House 
Singapore 068877 
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