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Renewing portfolio and a spark in India

SINGAPORE | CONGLOMERATE | UPDATE

e Singapore runs an integrated utilities facility with stable earning despite general
weakness from the power segment.

e An additional source of income from the sale of renewable credit to Facebook

e  Utilities’ China benefited from seasonality in 1H18.

e  Utilities’ India is turning around due to improvement in the power market.

Singapore

Utilities’ Singapore integrated facilities offer stability away from weak power market. The
landscape of Singapore power market remains competitive due to excess supply (reserve
margin ~90%). Uniform Singapore Energy Price (USEP) has bottomed out since 2Q16. But
any recovery is aligned with the recovery of sulphur fuel oil (HSFO) price which is pegged to
crude oil prices, see Figure 1. Our barometer for spark spreads suggest (FX adjusted ratio of
USEP/OQil price), intense competition is still squeezing margins, as shown in Figure 2. The
current margin is still below the 5-year average level. Singapore integrated operations can
deliver more stable operational performance because gas, steam and on-site logistics
segment will help offset sluggishness from the power sector. As the main utility provider in
Jurong Island, SCI can offer four integrated energy sources to customers, namely power,
gas, industrial wastewater treatment and gas. For instance, the group has the flexibility to
sell excess gas or utilise power from the spot market when rates are low. In addition, SCI
could also monetise the pipelines (steam, water, and gas) by renting our parts of the
transmission capacity.

Figure 1: Improving USEP driven by rising oil prices
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Figure 2: FX adjusted ratios (USEP/OQil price) remain low
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Additional source of income* from the sale of green certificates to Facebook. Following
the recent announcement that Facebook will establish a 170,000 square meter data center
in Singapore with US$1.4bn investment, SCl announced a 20-year deal of renewable energy
credit to Facebook. The capacity of supply totals at 50MWp. As of now, there are more
than 100MW of capacity under operation and development. The supply will be in the form
of renewable energy credit which is at the discrepancy of Facebook. At the moment, the
majority of the solar power generated is supplied to the grid. Moving forward, the group
aims to secure a long-term contract that is similar to the deal.

China

Utilities’ China benefited from seasonality in 1H18. The Chongging Songzao plant is the
primary revenue and profit contributor for power segment in China. Due to the abnormal
weather conditions over the past three quarters, the demand for power was strong,
translating into longer servicing hours. There is also some seasonality because thermal
enjoys higher loads when hydro is not running. The plant is subject to annual power
purchase agreement (PPA) which is renewed by the local government. Generally, the PPA
will guarantee profits over long terms but also cap the margin. Hence, the volume of
demand is the key driver. It is expected that the ongoing power demand and will grow at a
stable pace.

India

Utilities’ India is turning around due to improvement in power market. In India, thermal
plants with long-term PPAs not only guarantee a stable tariff which is higher than the spot
rate but also gains access to domestic coal supply whose prices are lower and more stable
than imported ones. As shown in Figure 3, the spot tariff in the S1 area where both SCI
thermal plants are located fluctuate violently compared to the steadily growing domestic
coal prices. Hence, long-term PPAs provide more visibility for plants in profitability. On the
other hand, plants under short-term PPAs suffer from thin or even negative spark spread
over the past two years, see Figure 4, since the rally of imported coal price outpaced
improvement of spot tariff.

The market situation has reversed recently. Highlighted in the red circle on both charts, the
gaps are narrowing. The trending spot rate will incentivise power purchasers to lock in the
price by signing long-term PPAs with thermal plants. In retrospect, TPCIL, the first thermal
plant with 1,320MW capacity, has been operating under long-term PPA over the years.
SGPL, the second thermal plant with the same capacity, recently secured 250MW under
long-term PPAs. SGIL, wind and solar power provider, secured 90% of 927MW under long-
term PPAs and is developing the 800MW capacity that is expected to be completed by
2019. As per Figure 4, 3Q18 should see some weakness in revenue at SGPL as power prices
trend lower. More encouraging has been the recent sharp in power prices due to decline in
hydro and renewables output.
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*Based on the latest greenhouse gas
(GHG) emissions intensity shown in the
FY17 annual report, we can derive 14,500
tonnes of CO, equivalent emissions for the
50MW capacity, assuming daily three
working hours and 50% of total volume of
power generated supplied to Facebook.
According to the adjusted average
China/India carbon emission allowance of
S10/tonne, we estimate the
revenue of the deal to be ¢.S5145k.
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Figure 3: Narrowing gap between spot tariff and domestic thermal coal price
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Figure 4: Narrowing gap between spot tariff and imported coal price
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United Kingdom (UK)

Fast ramping power plants, the future next to renewables. UK Power Reserve is the
largest flexible energy player in the UK. It can supplement the decline in renewable energy
especially during winter months with its gas fuelled rapid response (2 to 5 minutes) small-
scale power plants. As renewables make up a larger part of the electricity supply, such
types of power plants will become more relevant in the energy mix, especially if cost-
effective batteries are available.

Valuation table

Segments/Holdings  Multiples BVPS (SGS) PPS (SGS) Holdings Market Value (SGSmn)
Utilities PB of 1.2x 1.8 2.1 3,765
Others PB of 1.0x 0.7 0.7 1,236
Marine PB of 1.6x 1.1 1.8 61% 2,263
Market cap (SGSmn)
Gallant Venture Market value 704.6 12% 79
Total 7,343
PPS 4.1
TP (after conglomerate discount of 10%) 3.70
Source: PSR
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Income Statement
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Balance Sheet

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e
Turnover 9,545 7,907 8,346 11,127 12,013 ASSETS
Gross revenue 732 1,105 946 1,035 1,355 PP&E 8,685 11,226 11,158 11,197 11,309
EBITDA 1,030 1,238 1,203 1,251 1,531 Associates and JVs 2,349 1,746 1,765 1,942 2,097
Depreciation & Amortisation 405 454 571 584 613 Receivables and prepayments 451 734 1,184 1,951 2,648
EBIT 625 784 631 667 918 Others 823 960 1,018 1,172 1,172
Net Finance (Expense)/Inc (205) (372) (483) (419) (464) Total non-current assets 12,308 14,666 15,125 16,262 17,228
Associates & JVs 6 125 164 189 217 Cash 1,606 1,883 2,687 2,716 2,662
Profit Before Tax 426 537 312 437 670 Trade receivables 1,568 1,958 2,045 2,249 2,429
Taxation 28 (100) (67) (113) (206)  Inventories and WIP 4,233 3,466 3,733 2516 3,106
Profit After Tax 454 437 245 324 464 Others 201 317 163 175 182
Non-controlling interests (94) 42 14 8 15 Total current assets 7,608 7,624 8,627 7,656 8,379
PATMI 549 395 231 316 a49 Total Assets 19,915 22,290 23,753 23,918 25,606
LIABILITIES
Per share data Borrowings 5,032 7,096 8,275 8,441 8,611
Y/E Dec, SG Cents FY15 FY16 FY17 FY18e FY19e Others 894 1,016 888 916 933
EPS, basic 29.2 19.9 10.5 17.7 25.1 Total non-current liabilities 5,926 8,112 9,163 9,357 9,543
EPS, diluted 28.9 19.7 10.4 17.6 25.0 Trade payables 3,388 3,398 3,362 3,193 3,353
DPS, basic 11.0 8.0 5.0 5.0 5.0 Borrowings 1,801 2,126 1,572 1,886 2,011
DPS, diluted 10.9 7.9 5.0 5.0 5.0 Others 758 492 1,482 895 790
BVPS, basic (SGD) 3.2 33 33 3.5 4.2 Total current liabilities 5,946 6,016 6,416 5,974 6,154
BVPS, diluted (SGD) 3.1 33 3.3 3.5 4.1 Total Liabilities 11,872 14,128 15,579 15,331 15,698
Shareholder Equity 5,630 5,898 5,940 6,296 7,439
Perpetual securities 803 803 1,003 1,003 1,003
Cash Flow Non-controlling interests 1,610 1,461 1,231 1,288 1,467
Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e
CFO Valuation Ratios
Profit for the period 454 437 245 324 464 Y/E Dec FY15 FY16 FY17 FY18e FY19e
Adjustments 896 888 982 923 1,085 P/E (x) 10.5 14.3 28.8 15.3 10.7
WC changes (1,961) (367) (506) (219) (610) P/B (x) 1.0 0.9 0.9 0.8 0.6
Cash generated from ops (611) 958 720 1,028 939 EV/EBITDA (x) 12.4 11.9 12.7 9.9 8.3
Others (150) (86) (70) (113) (206) Dividend yield (%) 3.6 2.8 1.7 1.9 1.9
Cashflow from ops (761) 872 650 915 733 Growth & Margins (%)
Growth
CFI Revenue -12% -17% 6% 33% 8%
CAPEX, net (1,325) (740) (459) (986) (668) Gross profit -48% 51% -14% 9% 31%
Others 126 (60) 367 210 223 EBIT -45% 25% -19% 6% 38%
Cashflow from investments (1,199) (801) (92) (776) (445) Net income -31% -28% -42% 37% 42%
Margins
CFF GP margin 8% 14% 11% 9% 11%
Loans, net of repayments 2,050 1,107 779 479 296 EBIT margin 7% 10% 8% 6% 8%
Dividends (415) (225) (162) (93) (116) NP margin 6% 5% 3% 3% 4%
Others 254 (669) (341) (500) (537) Key Ratios
Cashflow from financing 1,890 214 276 (115) (357) ROE (%) 10% 7% 4% 5% 6%
Net change in cash (70) 285 834 25 (69) ROA (%) 3% 2% 1% 1% 2%
Effects of exchange rate 15 (35) (8) 10 15 Net Debt or (Net Cash) 5,226 7,339 7,161 7,610 7,960
Ending cash 1,604 1,855 2,681 2,716 2,662 Gearing (%) 65% 90% 88% 89% 80%

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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We do not base ourrecommendations 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

Page | 5 | PHILLIP SECURITIES RESEARCH (SINGAPORE)




SEMBCORP INDUSTRIES LTDLUI4»2:¥13

E PhillipCapital

Head of Research
Paul Chew — paulchewkl@phillip.com.sg

Contact Information (Singapore Research Team)

Marketing & Operations
Mohamed Amiruddin - amiruddin@phillip.com.sg

Banking and Finance

Tin Min Ying — tinmy@phillip.com.sg

Transport | REITs (Industrial)
Richard Leow - richardleowwt@phillip.com.sg

REITs (Commercial, Retail, Healthcare) | Property
Tara Wong - tarawongsj@phillip.com.sg

Oil & Gas | Energy
Chen Guangzhi - chengz@phillip.com.sg

REITs (Commercial, Retail, Healthcare) | Property

Dehong Tan - tandh@phillip.com.sg

US Equity
Ho Kang Wei - hokw@phillip.com.sg

Telco | Technology
Alvin Chia - alvinchiawy@phillip.com.sg

Technical Analysis
Jeremy Ng - jeremyngch@phillip.com.sg

China/HK Equity
Zheng Jieyuan — zhengjy@phillip.com.sg

SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel +65 6533 6001
Fax +65 6535 6631
Website: www.poems.com.sg

JAPAN
Phillip Securities Japan, Ltd.
4-2 Nihonbashi Kabuto-cho Chuo-ku,
Tokyo 103-0026
Tel +81-3 3666 2101
Fax +81-3 3666 6090
Website: www.phillip.co.jp

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel +66-2 6351700 / 22680999
Fax +66-2 22680921

Website www.phillip.co.th

UNITED STATES
Phillip Capital Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1-312 356 9000
Fax +1-312 356 9005
Website: www.phillipusa.com

INDIA
PhillipCapital (India) Private Limited
No.1, 18th Floor, Urmi Estate
95, Ganpatrao Kadam Marg
Lower Parel West, Mumbai 400-013
Maharashtra, India
Tel: +91-22-2300 2999 / Fax: +91-22-2300 2969
Website: www.phillipcapital.in

CAMBODIA
Phillip Bank Pic
Ground Floor of B-Office Centre,#61-64,
Norodom Blvd Corner Street 306,Sangkat
Boeung Keng Kang 1, Khan Chamkamorn,
Phnom Penh, Cambodia
Tel: 855 (0) 7796 6151/855 (0) 1620 0769
Website: www.phillipbank.com.kh

Page | 6 | PHILLIP SECURITIES RESEARCH (SINGAPORE)

Contact Information (Regional Member Companies)

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue Il,
No. 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel +603 2162 8841
Fax +603 2166 5099
Website: www.poems.com.my

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B,
JlJend Sudirman Kav 33A
Jakarta 10220 — Indonesia
Tel +62-21 5790 0800
Fax +62-21 5790 0809

Website: www.phillip.co.id

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel +33-1 45633100
Fax +33-1 45636017
Website: www.kingandshaxson.com

AUSTRALIA
Phillip Capital Limited
Level 10, 330 Collins Street
Melbourne, Victoria 3000, Australia
Tel +61-03 8633 9803
Fax +61-03 8633 9899
Website: www.phillipcapital.com.au

TURKEY
PhillipCapital Menkul Degerler
Dr. Cemil Bengli Cad. Hak Is Merkezi
No. 2 Kat. 6A Caglayan
34403 Istanbul, Turkey
Tel: 0212 296 84 84
Fax: 0212 233 69 29
Website: www.phillipcapital.com.tr

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway
Hong Kong
Tel +852 2277 6600
Fax +852 2868 5307

Websites: www.phillip.com.hk

CHINA
Phillip Financial Advisory (Shanghai) Co Ltd
No 550 Yan An East Road,
Ocean Tower Unit 2318,
Postal code 200001
Tel +86-21 5169 9200
Fax +86-21 6351 2940
Website: www.phillip.com.cn

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4N 6AS

Tel +44-20 7426 5950

Fax +44-20 7626 1757

Website: www.kingandshaxson.com

SRI LANKA

Asha Phillip Securities Limited
2" Floor, Lakshmans Building,

No. 321, Galle Road,

Colombo 03, Sri Lanka

Tel: (94) 11 2429 100

Fax: (94) 11 2429 199
Website: www.ashaphillip.net

DUBAI
Phillip Futures DMCC
Member of the Dubai Gold and
Commodities Exchange (DGCX)

Unit No 601, Plot No 58, White Crown Bldg,
Sheikh Zayed Road, P.O.Box 212291
Dubai-UAE
Tel: +971-4-3325052 / Fax: + 971-4-3328895



mailto:paulchewkl@phillip.com.sg
mailto:amiruddin@phillip.com.sg
mailto:tinmy@phillip.com.sg
mailto:chengz@phillip.com.sg
mailto:alvinchiawy@phillip.com.sg
mailto:richardleowwt@phillip.com.sg
mailto:tandh@phillip.com.sg
mailto:jeremyngch@phillip.com.sg
mailto:tarawongsj@phillip.com.sg
mailto:hokw@phillip.com.sg
mailto:zhengjy@phillip.com.sg
http://www.poems.com.sg/
http://www.poems.com.my/
http://www.phillip.com.hk/
http://www.phillip.co.jp/
http://www.phillip.co.id/
http://www.phillip.com.cn/
http://www.phillip.co.th/
http://www.kingandshaxson.com/
http://www.kingandshaxson.com/
http://www.phillipusa.com/
http://www.phillipcapital.com.au/
http://www.ashaphillip.net/
http://www.phillipcapital.in/
http://www.phillipcapital.com.tr/
http://www.phillipbank.com.kh/

=== e P niliEERIE

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 Research shall 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 the issuance of this report may, from time to time maintain a 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 report is 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:

(i) 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

(ii) to the 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.

Page | 7 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



