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Main Board Listing – Research 
 

GCL-Poly Energy Holdings Limited [Stock Code: 3800] 保利協鑫能源控股有限公司 
 

Global Coordinators, Bookrunner and Lead Manager : Morgan Stanley Asia Ltd 

Joint Sponsors : Morgan Stanley Asia Ltd 
CCB International Capital Ltd 

Sector  :  Power 
Business :  Sales of electricity and steam 

Total share offer: *288,000,000 shares 
 (29.3% of the enlarged share capital) 
 
Public Offer: 28,800,000 shares (10%) 

Placing: 259,200,000 shares (90%) 

*All 288,000,000 shares are New Shares 

Price:  HK$3.30 – HK$4.10 per share 
 

Market Cap:  HK$3,280 million– HK$3,985 million 
 
Pro forma FY2007E PER:  51.3X – 62.4X 
                        
Adjusted NTA per share: HK$1.91 – HK$2.19 
 
Staffing:  1,153  (as of 26 October 2007) 

HK Public Offer period: 
31st October 2007 – 5th November 2007 
 
Receiving banks: Bank of China (Hong Kong) 

Bank of Communications 
 

Share registrar: Computershare Hong Kong 
Investor Services Limited 

 
Listing date:  13th November 2007 

 Business of GCL-Poly Energy  
GCL-Poly Energy is one of the largest foreign-
owned independent cogeneration plant operators 
in the PRC which is principally engaged in the 
development, management and operation of 
cogeneration plants in Jiangsu and Zhejiang 
province, PRC.  

The power plants within the Group and the 
Associated Cogeneration Plants can be classified 
by fuel types as follows: 6 coal-fired cogeneration 
plants; 1 gas-fired cogeneration plant; 5 
Resources Comprehensive Utilization Plants; 2 
biomass-fuelled cogeneration plants and 1 
municipal solid waste incineration plant.  

Besides sales of electricity, the cogeneration 
plants provide steam for industrial and 
commercial purposes, during the power 
generation process. For the first 4 months of 
2007, sales of steam contributed 23.5% of total 
revenue.  

As of 30th April 2007, the company’s total 
attributable installed capacity and the attributable 
steam extraction capacity amounted to 
464.26MW and 1,017.52 ton/hour. 

 
Shareholding Structure after Listing (Assuming the over-allotment option is not exercised) 
Highexcel Investment Ltd (wholly-owned by Mr. Zhu Gong Shan, the Chairman of the Co) 39.64%
MS China 3 Ltd (an affiliate of Morgan Stanley) 20.71%
Poly CMIC [a wholly-owned subsidiary of Poly (HK) Investments Ltd (#0119)]   10.32%

Public Investors 29.33%

   100.0%
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Use of Proceeds 
Net proceeds from the offer are estimated to be HK$961.5 million (Assuming the over-allotment option is 
not exercised, and at an issue price of HK$3.70 each, being the midpoint of the indicative price range) 

 HK$ million 
To acquire the equity interest of several cogeneration power plants 330.0 
For the expansions of the cogeneration power plants 103.0 
For loan repayment to MS China 3 Ltd.  275.0 
For cash payable due to restructuring 50.0 
For the expansion of the Taicang Incineration Plant 38.0 
For future expansions and acquisitions and working capital purpose  165.5 

 
Financial Highlights 

 Year ended 31st December 
 2004 2005 2006 
 RMB’000 RMB’000 RMB’000 
Turnover 438,431 822,819 910,022 
Gross profit 73,125 147,017 199,269 
Attributable profit 4,900 27,048 58,295 
    
Gross margin 16.7% 17.9% 21.9% 
Net margin 1.1% 3.3% 6.4% 
 
Revenue Breakdown (% of Total Revenues) 

 Year ended 31st December 
 2004 2005 2006 
 % % % 
Sales of electricity 91.6 85.4 78.2 
Sales of steam 8.4 14.6 21.8 
Total  100.0% 100.0% 100.0% 
 

Strengths/Opportunities 

9 Government support on alternative and clean energy sources As the power plants within the 
Group and the Associated Cogeneration Plants are all environment friendly, GCL-Poly Energy can 
benefit from higher on-grid tariff, which was 17% to 33% higher than the conventional coal-fired power 
plants in 2006. Moreover, compared to the general enterprise income tax rate of 33%, the Company 
currently enjoys a preferential enterprise income tax rate of 15%, due to its environmental friendly 
nature.  
 

9 Advantageous strategic locations in highly developed industrial zones Jiangsu and Zhejiang 
Province have recently enjoyed rapid economic growth, with GDP CAGRs from 2001 to 2005 at 17.8% 
and 18.8% respectively. These two provinces have some of the highest GDP growth rates and 
utilization hours in PRC. Having 13 power plants located in Jiangsu Province and 2 located in Zhejiang 
Province, GCL-Poly Energy can benefit from the strong demand for electricity & steam. 
  

9 Exclusive right to sell steam in certain area Being a beneficial policy for cogeneration plants, the 
regulation issued in August 2000, prohibits new installation of boilers for steam generation in an area 
where steam demand can be satisfied by the existing cogeneration plants. It implies that GCL-Poly 
Energy can earn stable revenue from its existing cogeneration plants, without interruptions from new 
rivals. 

 
9 Aggressive acquisition and expansion plans GCL-Poly Energy will acquire at least 4 cogeneration 

plants and expand the existing power plants, right after the global offering. With such clear expanding 
strategies, it is expected that its attributable capacity and revenue will grow significantly in 2008. 
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Weaknesses/Threats 

× Further increase in fuel price Similar to the conventional independent power producers, sales of 
power is largely determined by on-grid tariffs which is regulated by the relevant provincial government 
authorities, while cost of coal, represented 82.3% and 78.3% of total cost of sales in fiscal year 2005 
and 2006 respectively, varies with the domestic coal price. As a result, the profit margin of GCL-Poly 
Energy will be narrowed if the coal price further increases. 

  
× High valuation Based on the high end of the indicative offering price, the expected PE ratio in 

FY2007 reaches 62.4X. Compared with the conventional IPPs, namely Huaneng Power, Datang 
Power and China Resources Power with PE ratios of 16X, 38X and 40X respectively, GCL-Poly 
Energy with limited track records, may not be able to justify its aggressive PE multiple, solely by its 
distinctive environmental friendly power plants.  

 
Recommendation: Caveat Emptor 
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Important Disclosure / Analyst Certification / Disclaimer 
  
This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of 
The Bank of East Asia, Limited (BEA).  
 
The research analyst primarily responsible for the content of this report, in part or in whole certifies 
that the views on the companies and their securities mentioned in this report accurately reflect his/her 
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be, 
directly, or indirectly, related to specific recommendations or views expressed in this report.  
 
This report has been prepared solely for information purposes and has no intention whatsoever to 
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer, 
invitation, advertisement, inducement or representation of any kind or form whatsoever. The 
information is based upon information, which East Asia Securities Company Limited considers 
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein 
reflect a judgment as of the date of this document and are subject to change without notice. Any 
recommendation contained in this report does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific addressee. This report is not to be taken in 
substitution for the exercise of judgment by respective readers of this report, who should obtain 
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group 
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report 
or further communication given in relation to this report.  
 
At time of this report, East Asia Securities Company Limited has no position in securities of the 
company or companies mentioned herein the report, while BEA along with its affiliates and/or 
persons associated with any of them may from time to time have interests in the securities mentioned 
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may 
effect transactions in securities mentioned herein and may also perform or seek to perform broking, 
investment banking and other banking services for these companies.  
 
BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common 
equity securities of the subject company or companies mentioned in this report and may, within the 
past 12 months, have received compensation and/or within the next 3 months seek to obtain 
compensation for investment banking services from the subject company or companies mentioned in 
the report. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is 
a citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication, 
availability or use would be contrary to law and regulation. 
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