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Asia Power Corporation Ltd

Found its footing in hydropower plants

Focus on renewable energy power plants. Recently, we visited several
of Asia Power Corporation Ltd's (API) hydropower plants in China. Currently,
API holds stakes in 8 power plants, of which 4 are hydropower plants, with
a total installed capacity of more than 500 MW. API's focus has in the last
one year, with the change in management, shifted to environmentally friendly
and renewable energy power plant projects, which explains the emphasis
on hydropower plants. Both the Anning River and the Neijiang hydropower
plants are already operating with installed capacity of 52MW and 13.5MW,
respectively. The Yujiankou plant has an installed capacity of 60MW.
Recently, it acquired a 24.9% stake in Shi Yang, which will operate 3
hydropower plants in the Sichuan province. Of this, one plant is likely to
come on-stream by the end of the year, with another by end-2007.
Management is scouting for more opportunities to invest in either existing
or new hydropower plants.

Rights to develop a further 28 hydropower plants. In addition, API has
also secured the rights to develop 28 hydropower electricity plants with a
total installation capacity of 202 MW in the Yunnan province. Construction
for these 28 plants will be spread out over a period of time to reduce the
financial strain on the group (a hydropower plant typically requires about a
2-yr construction period). As hydropower plants are fairly effective and
significantly cheaper in terms of operating costs, margins are also
substantially better rather coal-fired plants.

Strengthening its footing in hydropower plants. Prospects for the group
look promising with current high oil and coal prices, and the focus on
renewable energy sources offers a good way to both reduce pollution and
raw materials costs. Recently, it disposed off its 33.3% stake in Shanghai
Witlong Electric, realising net gains of S$362,000. We view this as part of
its effort to concentrate its effort on hydropower plants - which are going to
be key earnings drivers in the coming years. Going forward, if APl manages
to secure more hydropower plants, these assets are likely to gradually
appreciate in value as demand for energy in China remains strong and
hydropower plants are attractive sources of energy. With the projects API
is currently pursuing, the group is likely to see at least a 50% rise in
installed capacity in the coming years. We do not have a rating on this stock.

Yearto Turnover Gross Profit Net Profit EPS EPS Growth
31 Dec (S$m) (S$m) (S$m) (cents) (%)

FY 03 82.9 11.9 2.3 0.7 -

FY 04 85.6 12.0 5.5 1.7 142.7

FY 05 98.1 12.0 10.1 2.9 69.9

Please refer to the important disclosures at the back of this document.
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Asia Power Corp Ltd's Key Financial Data
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Asia Power Corp Results 1HO5 1HO6 % Chg

Year Ended 31 Dec (S$ m) (S$m) (S$m) (YoY)

Turnover 49.2 61.8 26%

Cost of sales -41.3 -43.1 4%

Gross profit/loss 7.9 18.7 138%

Other operating income 0.5 12.2 >500%

Distribution & admin expenses -2.8 -5.6 104%

Other operating expenses -5.9 0.0 nm

Profits from operation -0.3 25.3 nm

Associates 2.6 3.2 24%

Pre-tax profit 2.1 26.0 >500%

Net profit 2.1 17.0 >500%

EPS (cts) 0.61 4.81 >500%

Gross margin (%) 16.0% 30.3%

Operating margin (%) nm 41.0%

PBT margin (%) 4.2% 42.1%

PAT margin (%) 4.3% 27.5%

Plants in operation Stake Installed Location
Capacity

Hydro Power Plants

Sichuan Anning River Energy Development Co Ltd * 30.0% 52MW Sichuan

Asia Power (Neijiang) Hydroelectricity Co Ltd 60.0% 13.5MW Sichuan

Chongging Yujiankou Hydroelectric Co Ltd * 31.6% 60MW Chongging

Coal-Fired Power Plant

Heilongjiang Asiapower Xinbao Heating & Power Co Ltd 51.0% 225MW Heilongjiang

Peaking Power Plants

Changzhou Suyuan Electric Power Co (Changzhou Plant) 25.0% 51MW Jiangsu

Changzhou Suyuan Electric Power Co Ltd (Yangzhou Plant) 25.0% 48MW Jiangsu

Changzhou Huayuan Electric Power Co Ltd 25.0% 59.6MW Jiangsu

Hydro Electricity Plants

Asia Power (LEIBO) Hydroelectric Co Ltd 67.0% 40MW Sichuan

* Held via a subsidiary
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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 FOR RESEARCH REPORT

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. You may wish to seek advice from a financial adviser regarding the suitability of the securities mentioned
herein, taking into consideration your investment objectives, financial situation or particular needs, before making
a commitment to invest in the securities. 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.
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