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Reuters: ASPW.SI Sector: Industrial Rating :
Bloomberg: API SP .
Price 5$0.14 wainan QUEPErform
Y/E 31-Dec 6M 2002A 6M 2003A 2004F 2005F
Net Profit (S$m) 1.1 0.9 5.4 5.9
EPS (S cent) 0.3 0.3 1.7 1.9
EPS Growth (%) - -15 +500 +10
Consensus EPS - - 1.7 1.9
PER (x) @ S$0.14 42.4 50.0 8.3 7.6
NTA (S$) 0.15 0.15 0.19 0.20
Performance (%) imth 3mth 12mth|Market Capitalisation : S$ 48m
Absolute -10 -13 -20|Issued Shares : 321m
Relative against STI -11.2 -17 -42|30-day avg daily vol ('000) : 33

Note: FY02 & FY03 figures are for 6 mths due to change of year end from Jun to Dec

Profit is back on track

e FYO04 will mark its first 12-month
contribution for Dec year end

e 1H profits of S$3.6m, and expecting 2H profit
of S$1.8m

e The 2H is traditionally lower as bulk of
revenue recognised in 1H

e Maintain OUTPERFORM rating

Summary : Asia Power (API) changed its year-end
from Jun to Dec late last year. As a result of this
change, the coming set of results is for the 12-month
period ended 31 Dec 2004. We take a re-look at its
performance ahead of the FY04 results. With market
capitalisation of around S$45m, Asia Power is not
required to do quarterly reporting. Based on the last
set of results, which covered the first six months of
the year, the company reported a strong 173% YoY
rise in net earnings to S$3.6m. This marked a sharp
turnaround in other operating income from a loss of
S$1.44m to a profit of S$0.12m. In addition, finance
costs fell 29% YoY, associates contribution grew 159%
YoY and tax rate also came off. More significantly,
the results saw the maiden contribution from two
associates that were acquired in Jun 2003. In total,
both associates contributed profit of slightly less than

S$1m. For the full year, we are projecting net profit of
S$5.4m. Traditionally, the second half of the calendar
year is usually slower. While it is a fairly small
company, yield is fair at 3.6%. Together with its
undemanding valuations, APl stays as an
OUTPERFORM with medium term fair value estimate
of 19 cents.

Recent developments. Some of the key events in
2004 included the change in Asia Power’s (API)
financial year-end from June to Dec. In addition, its
performance was also aided by the maiden contribution
from two associates, which joined the group in 2003.
Recently, one of the key global trends is the high price
of oil and this has similarly led to higher coal prices.
At our last report, we gathered from management that
the hike in coal prices for this year is within acceptable
range. APl has an assured source for its coal supplies
and price appreciation this year is around 10% which
was mitigated by a hike in electricity tariffs.

Strong 1H performance, with slight tapering in

profits expected for the 2H.  Traditionally, the second
half of the calendar year is usually slower than the
1H.The main reason being that while profits are largely
recognised in the 1H, costs are spread out evenly
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over the whole year. As such, this gives rise to better
profit contribution in the 1H.

API's earnings peaked in FY01 when it reported profit
of $8.3m on revenue of $109m. Since then, its
profitability has been on a downtrend, partly brought
on by start-up losses from new ventures. Excluding
the exceptional items, group profit would have
averaged about S$4-5m per year. To bring the group
back to its previous profitability track, management
undertook several rounds of restructuring exercises,
which led to Asia Power reporting profits of S$3.6m in
the recent interim period.

At S$3.6m, this translated into a strong 173% YoY
rise in 1HO4 net earnings. The strong performance was
due to a sharp turnaround in other operating income
from a loss of S$1.44m to a profit of S$0.12m, lower
finance costs (down 29% YoY), higher associates
contribution (+159% YoY) and lower tax rate.
Associates saw a strong 159% YoY improvement to
S$2.4m, mainly coming from two newly acquired
associates in June 2003 which contributed profits of
less than $1m.

Revenue rose 5.3% YoY to S$45.6m in 1HO04.
However, cost of sales rose from 78% in 1HO3 to 81%

EARNINGS FORECAST

SINGAPORE Asia Power Corp

by 1HO4. This was due to rising costs for its Xinbao
plant pertaining to coal price, depreciation, staff costs
and rental of machineries. This led to a decline in gross
profit margin from 22.3% to 18.8% as gross profit fell
from S$9.65m to S$8.57m. Apart from this, operating
margin also fell from 12.5% in 1H03 to 11.3% in 1HOA4.
However, with higher contribution from associates and
lower taxes, net profit grew 167% to S$3.6m.

Valuation . In the last four financial years (FY6/00-
FY6/03), the group has paid out dividends of at least
0.5 cent per year. Based on 1H net earnings of S$3.6m
and together with a traditionally slower 2H, we are
projecting 2H net earnings of S$1.8m, giving full year
net earnings of S$5.4m.

At current price of 14 cents, the stock is trading at
8.3x FY04 earnings and 7.6x FYO5 earnings and a
price-to-book of 0.8x. Yield is fairly attractive at 3.6%
based on current price compared to the average for
China power stocks of about 2.5% yield and P/B of
1.56x. For its undemanding valuations, discount in P/
B versus premiums for the bigger peers, fairly stable
dividend policy, Asia Power stays as an
OUTPERFORM. Our medium term fair valuation
estimate for the stock is 19 cents.

FY6/03A FY12/03A

Year Ended 31 Dec (S$m) 12-mth to Jun 03 6-mth to Dec 03 FYO04F FYO5F
Power Plant 80.6 39.6 84.2 88.2
Others 0.1 0.0 0.8 1.1
Revenue 80.7 39.6 85.0 89.3
Cost of sales -70.0 -37.3 -73.0 -75.9
Gross profits 10.7 2.3 12.0 13.4
Pre-tax profits 6.2 1.4 10.3 11.6
Net Profits 2.4 0.9 5.4 5.9
EPS (cents) 14 0.3 1.7 1.9
NAV (cents) 15.9 15.3 18.5 19.9
KEY RATIOS

Revenue growth (%) -15.7% -51.0% 114.8% 5.0%
Pre-tax growth (%) -57.3% -77.4% 639.6% 12.6%
Net Profit growth (%) -61.5% -63.3% 503.7% 10.2%
Pre-tax profit margin (%) 7.6% 3.5% 12.1% 13.0%
Net profit margin (%) 3.0% 2.3% 6.3% 6.6%
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SUMMARY BALANCE SHEET

SINGAPORE Asia Power Corp

As at 31 Dec (S$m) Jun-03 Dec-03 2004F 2005F
Share capital 26.6 26.6 26.7 26.7
Reserves 30.5 28.3 324 37.1
Shareholders' Funds 57.1 55.0 590.1 63.8
Fixed assets 67.6 72.1 79.0 82.7
Current assets 65.0 52.3 59.3 69.3
Current liabilities 38.4 38.7 44.0 45.4
Long-term liabilities 13.2 8.8 9.2 14.8
Others 23.9 21.9 26.0 28.1
Assets less Liabilities 57.1 55.0 59.1 63.8
SUMMARY CASH FLOW

Year ended 12-mth to Jun 03 6-mth to Dec 03 2004F 2005F
Pretax profits 6.0 1.4 10.3 11.6
Depreciation 3.8 2.1 2.5 25
Others -1.0 -2.4 -4.8 -5.2
Changes in working capital -12.6 19.0 -6.7 -2.1
Operating cash flow -3.8 20.1 1.3 6.9
Net cash used in investing activities -8.0 -5.5 -1.5 -1.4
Cash flow from financing activities 151 -12.1 -6.5 -7.0
Change in cash/(debt) 3.3 25 -6.7 -15
End cash/(debt) 155 17.8 111 9.6
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Price Chart Asia Power Corp vs STI
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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 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 (Outperform, Market Perform, Underperform) are
medium-term calls of performance against the index within a 12-month investment horizon.

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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