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Exceptional margin from conventional energy

SINGAPORE | ENERGY | 1H23 RESULTS

1H23 net profit beat our estimates, due to the surge in Singapore power prices (USEP),
which peaked in May to S$492/MWh, and widening margins from lower gas prices. USEP
has retreated to about S$200/MWh in July. Together with temporary price controls
implemented by the Energy Market Authority (EMA) from 1 July, we think 2H23e
conventional energy margin would normalize.

SCl began to accrue interest income of S$122mn from S$2bn deferred payment note it
received from the sale of Indian power plants in Jan 2023. This includes a $$38mn fair
value gain from a stronger Rupee. But it also booked a one-time non-cash accounting
loss of S$78mn on reversal of currency translation and capital reserves.

We raise FY23e net profit estimates by 19.8% to factor in the stronger 1H23. We also lift
TP to S$6.00 (previously S$5.06), based on an average 9x EV/EBITDA of FY24e estimates
for the renewable energy players. Downgrade to ACCUMULATE due to recent price
performance.

Results at a glance

Y/E 31 Dec (SSmn) 1H22 1H23 Comments

Renewables 76 117 Acquisitions in China and India, new energy
storage systems, higher electricity prices for solar
business in Singapore, offset by lower wind
resource in India

Integrated Urban 62 48 Expiry of solid waste management agreement for

Solutions Central-South District in Singapore, lower land
sales in Vietnam and China, higher land sales in
Indonesia

Conventional Energy 296 435 Surge in power prices, lower price of gas
feedstock

Other Businesses 10 15

Corporate (55) (135) Higher finance cost for funding of acquisitions

Deferred payment note - 122 Interestincome accrued from DPN and S$38mn

(DPN) income fair value gain from stronger Rupee

Net profit before El 389 602

Exceptional items 6

Discontinued operations 101 (78) Reversal of currency translation and capital
reserves from the sale of Indian power plant

Total Net Profit 490 530

Al

Source: Company, PSR

The Positives

Surge in Singapore power price in 2Q and lower gas prices boost profit from
conventional energy. The Uniform Singapore Energy Price (USEP) rose to a peak of
S$$492/MWhin May due to scheduled maintenance at some power plants. SCI had lower
contracted capacity in 2Q and hence was able to enjoy higher pool gains. The USEP has
since retreated to about $$200/MWh in July, and margins are expected to normalise.
Two-thirds of its capacity has been locked-in through long term contracts from 2H23.
This helps to lock in volume and protect margins.

EMA implements temporary price controls from 1 July. The measures works to
smoothen out any spike in USEP and still ensure a positive margin for the power
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KEY FINANCIALS
Y/E Dec (S$ 'mn) FY21 FY22 FY23e FY24e
Revenue 6,408 7,825 7,261 6,903
Gross Profit 1,227 1,666 1,540 1,525
EBIT 767 1,184 1,421 1,310
NPAT 279 848 912 837
P/NAV (x) 2.7 2.5 2.2 1.9
P/E (x) 35.8 11.8 10.9 11.9
ROE (%) 7.4 21.9 21.2 16.9

Source: Company, PSR
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producers. We believe the impact on SCI would be marginal. Profit from conventional
energy would be shaved by 13.8% (S$60m) if it were implemented in 1H23. Net profit
margin would be 2.1%pt lower at 13.1% (1H22: 9.5%).

e Renewable energy segment books profits from new acquisitions in China and India,
and the new energy storage system in Singapore. The solar infrastructure in Singapore
also benefitted from higher electricity prices, offset by lower wind resources in India.
Renewables make up 61% of the group’s total gross capacity. Current capacity of
11.9GW (including 3.3GW under development) well exceeds its target of 10GW by 2025.

e SCl recognises accrued interest income of $$122mn from the S$2bn deferred payment
note it received from the buyer of the Indian power plants. This amount includes
S$38mn in fair value gain from a stronger Rupee. This is offset by a SS78mm non-cash
accounting loss from the reversal of currency translation and capital reserves. In our
earnings estimates, we assume these notes would be repaid over 20 years. SCI has
received S$47mnin 1H23.

The Negatives

e Weaker contributions from Integrated Urban Solutions was due to 1) expiry of solid
waste management agreement for the Central-South district in Singapore; 2) lower land
sale in Vietnam. SCI expects more land sales in 2H23 when the development permits are
received from Vietnamese authorities; mitigated by 3) higher land sales in Indonesia.
The sale of the solid waste management business has been called off.

e Netgearing has risen to 1.38x (net debt $$6.6bn) with acquisitions of renewable energy
portfolios in China and India, and the ground-breaking of a new 600MW hydrogen-ready
combined cycle plant in Singapore which will be operational in 2026. The average cost
of debt edged up by 0.6% pt to 4.7% from end 2022.

Outlook

While conventional energy will provide a stable stream of earnings, renewable energy will
be the key earnings driver for the next two years as more projects are completed and
become operational. Any improvement in land sales in China and Vietnam in 2H will give an
uplift to our earnings estimates.

Downgrade to ACCUMULATE and raised TP to $$6.00 (prev. $$5.06)
Our TP is based on EV/EBITDA of 9x FY24e estimates, in line with the peers in the renewable
energy sector. We downgrade our call due to recent price performance.
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Financials
Income Statement Balance Sheet
Y/E Dec, (S'mn) FY20 FY21 FY22 FY23e FY24e Y/E Dec, ($'mn) FY20 FY21 FY22 FY23e FY24e
Revenue 5,447 6,408 7,825 7,261 6,903 ASSETS
Cost of sales (4,660) (5,589) (6,598) (5,595) (5,363) PPE & Investment Properties 11,867 7,339 7,232 5,553 5,786
Gross Profit 787 819 1,227 1,666 1,540 Others 5,290 3,219 3,230 6,204 6,273
General and Administrative expenses (344) (393) (499) (514) (540) Total non-current assets 17,157 10,558 10,462 11,757 12,059
Other operating income 126 114 169 19 50
Other items (127) (197) (7) - - Cash and cash equivalents 1,767 1,032 1,344 1,441 1,676
EBIT 442 343 890 1,171 1,050 Inventories 386 196 222 113 107
Net finance expenses (464) (275) (273) (173) (242) Trade and other receivables 2,048 1571 1,986 1,393 1,324
Share of results of associates and joint ve 233 206 248 250 260 Others 1,894 205 381 121 121
Profit before tax 211 274 865 1,248 1,068 Total current assets 6,095 3,004 3,933 3,068 3,228
Taxation (32) (123) (138) (225) (192)
Net Profit 179 151 727 1,024 876 Total Assets 23,252 13,562 14,395 14,825 15,288
Minority interests (21) (21) (23) (33) (39)
Discontinued operations (1,154) 149 144 (78) LIABILITIES
Profit attributable to owners (997) 279 848 912 837 Trade and other payables 2,844 1,159 1,708 1,412 1,343
ST borrowings 2,643 627 765 996 896
Per share data (S$ cents) Others 525 341 432 522 489
Y/E Dec FY20 FY21 FY22 FY23e FY24e Total current liabilities 6,012 2,127 2,905 2,930 2,728
BVPS 187.1 2111 2231 260.3 2954
DPS 40 5.0 12.0 14.0 11.8 LT borrowings 8,627 7,350 6,881 5,974 5974
EPS (55.9) 15.6 47.6 51.2 46.9 Others 734 609 691 1,009 1,009
Total non-current liabilities 9,361 7,959 7,572 6,983 6,983
Total liabilities 15,373 10,086 10,477 9,913 9,711
Cash Flow
“YJE Dec, (5'mn) FY20 FY21 FY22 FY23e  FY2de EQUITY
CFO Share Capital 566 566 566 566 566
Netincome 179 151 727 1,024 876 Retained profits 5,827 3,153 3,349 4,713 5,338
Adjustments 1,248 878 556 325 445 Others 1,482 (243) 3 (367) (328)
WC changes (379) (453) (49) (107) 5 Total equity 7,875 3,476 3,918 4,912 5,577
Cash generated from ops 1,048 576 1,234 1,242 1,326 Total equity and liabilities 23,248 13,562 14,395 14,825 15,288
Others (99) (103) (36) (292) (367)
Cashflow from ops 949 473 1,198 950 959 Valuation Ratios
Y/E Dec FY20 FY21 FY22 FY23e FY24e
CFI P/E (x) -10.0 358 11.8 109 119
CAPEX, net (925) (318) (282) (510) (510)  P/B(x) 3.0 27 25 22 19
Others 474 (963) 182 - - EV/EBITDA (x) 145 18.1 12.1 96 10.0
Cashflow from investments (451) (1,281) (100) (510) (510) Dividend yield (%) 0.7 0.9 2.1 2.5 2.1
Growth & Margins (%)
CFF Growth
Dividends paid to owners (71) (54) (107) (250) (211) Revenue -53.4% 17.6% 22.1% -7.2% -4.9%
Proceeds from borrowings, net 86 862 (364) (100) (100) Gross profit -14.5% -16.6% 55.9% 35.8% -7.6%
Others (707) (752) (384) 97 97 EBIT -33.7% -22.4% 159.5% 315% -10.3%
Cashflow from financing (692) 56 (855) (253) (214) PBT -49.8% 29.9% 215.7% 44.3% -14.4%
Margins
Net change in cash (194) (752) 243 187 235 Gross profit margin 14.4% 12.8% 15.7% 22.9% 22.3%
Cash at the start of the period 1,879 1,668 920 1,276 1,331 EBIT margin 8.1% 5.4% 11.4% 16.1% 15.2%
Currency translation (27) (27) (27) (27) (27) Net profit margin -18.3% 4.4% 10.8% 12.6% 12.1%
Others - - - - - Key Ratios
Ending cash 1,668 920 1,276 1,331 1,504 ROE (%) -21.2 74 219 212 16.9
*nm - not meaningful ROA (%) 6.2 6.1 8.6 104 10.0
Net Gearing (%) 120.7% 199.8% 160.8% 112.6% 93.1%
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Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
< -20% Sell 5

PSR Rating System

We do not base our recommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Researchshall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate
for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in theissuance of this report may, from time to time maintaina long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This reportis intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any particular
person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a professional
and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific investment
objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

0] recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(i) tothe extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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