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Asia Power Corp

Start-up costs dragged down its 1H performance

1H results were dragged down by higher start-up costs. Asia Power
Corporation (API) reported a dismal set of 1HO5 results with pretax profit
down 68% YoY to S$2.3m. While revenue saw a 7.8% YoY increase to
S$49.1m, giving an 8.1% YoY decline in gross profit to S$7.9m, higher
operating expenses eroded its operating profits. This was due to
exceptionally high administrative expenses, which rose 208% YoY to
S$8.7m. As a result of this, the group incurred an operating loss of S$0.25m
versus a profit of S$5.2m in the previous period. Management attributed
this to the new subsidiary, Asia Wind Power (Mudanjiang) for research,
feasibility and survey costs. This came up to a total of S$5.9m. This plant
is only expected to be operational in 2006.

Announced two new joint ventures.  In another development, Asia Power
has also entered into an agreement to set up a joint venture called Asia
Power (Leibo) Hydroelectricity Co., Ltd. Asia Power will inject RMB37.5m
(about S$7.7m) into the venture and hold a 75% interest. This venture is
to develop and operate 3 hydro power electricity generation plants (namely
Lami, Huzhu and Sichuanjiao) in Sichuan Province, PRC. The total
installation capacity is expected to be 65MW. Management views this as
a more stable source of earnings as the running of hydro power plants are
relatively unaffected by the fluctuations in oil and coal prices.

Asia Power is also buying a 51% stake in Great Rich Finance Ltd for
about RMB24.5m (S$5.0m). Great Rich's key investment is a deemed
interest of 31.6% in Chongging Yujiankou Hydroelectricity Co., Ltd. The
principal activity is to operate hydropower electricity generation plants
with 60MW installation capacity in Chongqing province, PRC. The plants
have been in operation since January this year.

Lowering fair value to 15 cents. While management is not able to
comment on further start-up related costs in 2H, we have prudently toned
down our estimates. We are lowering FY05 earnings from S$5.9m to
S$4.2m. We have also revised down our fair value to 15 cents, using the
same 11x valuation parameter. Based on the normal DPS of 0.5 cents,
net yield is 4.2% at current price. We retain our BUY rating.

Yearto  Turnover EBIT Net Profit EPS EPS Growth Consensus EPS PER Net Div Yield
31 Dec (S$m) (S$m) (S$m) (cents) (%) (cents) (x) (%)

FY 03 82.9 45 2.3 0.7 - - 17.1 175
FY 04 85.6 5.3 55 1.7 142.9 - 7.1 48.3
FY O5F 93.5 -0.6 4.2 1.2 -29.4 - 10.0 35.0
FY 06F 100.7 3.6 4.9 14 16.7 - 8.6 35.0

Please refer to the important disclosures at the back of this document.
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Asia Power Cor p 1HO04 1HO05 % Chg

Year Ended 31 Dec (S$m) (S$m) (YoY)
Turnover 45.6 49.2 7.8

Cost of sales -37.0 -41.3 115

Gross profit/loss 8.6 7.9 -8.1

Other operating income 0.1 0.5 338.7

Distribution & admin expenses -2.8 -8.7 207.9

Other operating expenses -0.7 0.0 -99.7

Profits from operation 5.2 -0.3 -104.9

Associates 2.4 2.9 19.7

Pre-tax profit 7.3 2.3 -68.2

Net profit 3.6 2.1 -42.2

EPS (cts) 11 0.6 -46.5

Gross margin (%) 18.8 16.0

Operating margin (%) 11.3 -0.5

PBT margin (%) 16.0 4.7

PAT margin (%) 8.0 4.3

Asia Power Corp Ltd's Key Financial Data

EARNINGS FORECAST

Year Ended 31 Dec (S$m) FY03 (6-mth) FYo04 FYO5F FYO6F
Power Plant 39.6 84.2 92.4 98.0
Others 0.0 0.8 1.1 2.7
Revenue 39.6 85.0 93.5 100.7
Cost of sales -37.3 -73.6 -82.0 -87.8
Gross profits 2.3 114 115 12.9
Pre-tax profits 1.4 9.9 4.7 9.5
Net Profits 0.9 5.5 4.2 4.9
EPS (cents) 0.3 1.7 1.2 1.4
DPS (cents) 0.3 0.7 0.7 0.5
NAV (cents) 15.3 16.6 17.9 19.1
KEY RATIOS

Revenue growth (%) -51.0 114.8 10.0 7.7
Pre-tax growth (%) -77.4 607.8 -51.9 100.7
Net Profit growth (%) -63.3 511.8 -22.2 15.0
Pre-tax profit margin (%) 3.5 11.6 5.1 9.4
Net profit margin (%) 2.3 6.4 4.5 4.8
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SUMMARY BALANCE SHEET

As at 31 Dec (S$m) FY03 FY04 FYO5F FYO6F
Share capital 26.6 26.7 29.2 29.2
Reserves 28.3 315 33.8 36.7
Shareholders' Funds 55.0 58.2 63.0 65.9
Fixed assets 72.1 72.4 75.2 78.9
Current assets 52.3 53.9 81.2 83.8
Current liabilities 38.7 44.0 54.4 57.3
Long-term liabilities 8.8 2.6 6.6 6.5
Others 21.9 21.4 324 33.0
Assets less Liabilities 55.0 58.2 63.0 65.9
SUMMARY CASH FLOW

Year Ended 31 Dec (S$m) FY03 FY04 FYO5F FYO6F
Pretax profits 1.4 9.9 4.7 9.5
Depreciation 2.1 4.2 2.5 2.5
Others -2.4 -4.6 -6.0 -6.7
Changes in working capital 19.0 -7.5 -0.5 -1.8
Operating cash flow 20.1 1.9 0.7 35
Net cash used in investing activities -5.5 -2.1 -2.1 -1.9
Cash flow from financing activities -12.1 -3.5 6.2 -7.3
Change in cash/(debt) 25 -3.7 4.9 -5.7
End cash/(debt) 17.8 14.2 195 13.8
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SGX-MAS RESEARCH INCENTIVE SCHEME
OCBC Investment Research Pte Ltd (OIR) produced this report under the SGX-MAS Research Incentive
Scheme. OIR is compensated S$4,000 per annum for each company covered under the Scheme.

SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC Investment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented. However, OIR'’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-
month investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/
-10% from the current price; Sell = More than 10% downside from the current price.

DISCLAIMER

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. OCBC Investment Research Pte
Ltd, OCBC Securities Pte Ltd and their respective related and affiliated corporations together with their
respective directors and officers may have or take positions in the securities mentioned in this report and
may also perform or seek to perform broking and other investment or securities-related services for the
corporations whose securities are mentioned in this report as well as other parties generally.

For OCBC Investment Research Pte Ltd
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Carmen Lee
Published by OCBC Investment Research Pte Ltd Research Manager

Page 4 10 August 2005



