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Pha Lai Thermal Power JSC. (PPC — HSX)

Unfavorable 2016
Particulars (VND bn) Q2-FY16 Q1-FY16 +/- qoq Q2-FY15 +/- yoy
Net revenue 1,516 1,707 -11% 2,262 -33%
PAT (192) (157) 22% 317 -161%
EBIT 200 127 57% 247 -19%
EBIT margin 13.2% 7.5% 574bps 10.9% 225bps

Source: Rongviet Securities database

¢ 2Q16: Disappointed results due to absence of PL1’s PPA

¢« 3Q16: Electricity production activities is forecasted to experience off-
seasonal period

e« Expecta mutationin4Q16

« FY17 outlook: Expect greater generating capacity after new PPA for PL1

Outlook and Valuation

The absence of PL1’s PPA affected PPC 1H16’s business results stronger than our forecast.
PPC’s business activities might experience off-season period in 3 quarter due to rainstorm
peaks in northern region. However, PL1 got PPA as well as the yen has cooled down, we
expect PPC will record profits in 3Q16 after substantial losses in the first 2 quarters.

PL1’s Qc volume allocated for 2H16 is 595 million kWh. For 1H16, PPC is negotiating with
EVN to retroact profit for PL1 (caused by difference between official PPA price and temporary
price). In case of successful negotiation, we expect that over VND260 billion will be retroacted
for 1H16. Empirically, we believe that the negotiation will take time and the ability to reach
an agreement in 4Q is unclear. Excluding this retroactive amount and the exchange rate loss,
PPCFY16’s EPS can reach VND1,863.

Due to most of its debt denominated in Yen, sharply increase of JPY/VND in 2016 negatively
affected on accounting profit of Pha Lai Thermal Power Plant as well as PPC’s market price.
After PL1 got its new PPA, however, Q42016’s business result of PPC is expected to recover.
Besides, despite disappointed profit caused by FX variation, we believe that PPC can
maintain minimum cash dividend at VND1,700 per share based on its strong cash flow and
high retained earnings. Hence, we revise our PPC’s target price to VND19,400 per share and
recommend BUY for long-terminvestment.
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BUY
CMP (VND) 14,600
Target Price (VND) 19,400
Investment Period Long-term
Stock Info
Sector Power
Market Cap (VND bn) 4,645
Current Shares O/S 318,154,614
Beta 0.9
Free float (%) 183
52 weeks High 17,500
52 weeks Low 14,000
Avg. Daily Volume (in
20 sessions) 110,156

FY15 Current

EPS 1,762 827
EPS Growth -46% -53%
Adjusted EPS 3,344 n/a
P/E (*) 5.7 n/a
P/B 1.05 1.08
EV/EBITDA (¥) 5.84 9.45
Cash dividend (on par) 25% 17%
ROE (*) 20% 13%

Y/E Dec (VND bn) 2014 2015 FY2016E FY2017F
Net Revenues 7,482 7,665 6,705 7,370
% chg 13.6% 2.4% -12.5% 9.9%
PAT 1,045 561 125 1,071
% chg -46.9% 130.2% -41.6% 77.6%
EBIT margin (%) 14.0% 7.3% 1.9% 14.5%
ROA (%) 4.2% 10.1% 6.2% 11.4%
ROE (%) 8.9% 19.8% 12.2% 21.9%
EPS (VND) 3,284 1,762 209 3,367
EPS (excluded FX) 1,346 3,344 1,863 3,452
Book value (VND) 17,835 18,038 16,092 17,608
Cash dividend (VND) 1,500 2,500 1,700 1,700
P/E (x) 18.6 5.7 7.0 4.0
P/BV (x) 14 1.0 0.9 0.8
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Please see penultimate page for additional important disclosures.
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Exhibit 1: 1QFY2016 Results

Particulars (VND bn) Q1-FY16 Q4-FY15 +/-(qoq) Q1-FY15 +/- (yoy)
Net Revenues 1,516 1,707 -11.2% 2,262 -33.0%
Gross profits 82 52 56.1% 188 -56.4%
SG&AC 24 22 7.7% 22 9.9%
Operating Income 58 30 92.4% 240 -75.9%
EBITDA 219 147 48.5% 422 -48.2%
EBIT 200 127 57.2% 247 -19.2%
Financial expenses 388 285 36.1% -1 -29535.1%
- Interest Expenses 38 27 36.9% 30 25.5%
Dep. and amortization 19 20 -6.5% 175 -89.2%
PBT -191 -157 22.3% 338 -156.7%
PAT -192 -157 22.3% 317 -160.7%

Source: PPC, Rongviet Securities database

Exhibit 2: 1QFY2016 performance analysis

Particulars Q1-FY16 Q4-FY15 +/-(qoq) Q1-FY15 +/- (yoy)
Profitability Ratios (%)

Gross Margin 5.4% 3.1% 233bps 8.3% -291bps
EBITDA Margin 14.4% 8.6% 580bps 18.7% -424bps
EBIT Margin 13.2% 7.5% 574bps 10.9% 225bps
Net Margin -12.7% -9.2% -347bps 14.0% -2670bps
Adjusted Net Margin 6.2% -4.7% 1088bps 7.0% -80bps
Turnover *(x)

-Inventories 74 9.1 -1.7 11.0 -3.6
-Receivables 3.0 29 0.1 3.1 -0.1
-Payables 0.0 0.0 0.0 259 -25.9
Leverage (x)

Total Debt/ Equity 13 1.0 0.3 1.0 0.3

Sources: RongViet Research database; (*) Annualized turnover

Pha Lai Thermal Power Joint Stock Company (HSX: PPC) announced its 2Q16 financial statements in which
earnings results fell short of our expectations. PL1’s power purchase agreement (PPA) could not be finalized

until end of May 2016, which results disappointed earning and causes a big error in forecasting contracted
quantity (Qc) and PPC’s revenue. Moreover, the JPY appreciated more than 16% against VND while our

forecast was about 11%, contributing to the big gap between projection and PPC’s actual results.

2Q16: Disappointed results due to absence of PL1’s PPA

At the end of Q216, PPC’s total sale volume was only 1.28 billion kWh, declined by 12% and 24%
compared with 1Q16 and 2Q15 respectively. There are two main reasons affecting PPC 2Q16’s earnings:
(1) most of the time in 1H16, northern weather condition was quite favorable for hydropower plants,

and (2) PPA contract negotiation has yet finished, so PL1 operated with low capacity during this period.
PL1’s production decreased by nearly 50% compared with 2Q15.

Please refer to important disclosures at the end of this report
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Graph: Volume and average selling price
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PPC 1H16’s total sale volume reached more than 2.73 billion kWh, dropped 13.2% compared to TH15's.

2Q16 net sales attained approximately VND1,516 billion, decreased by 11% and 33% compared to 1Q16
and 2Q15 respectively. 2Q16 gross margin is slightly higher than 1Q16 but still remain low (5.4%) and
gross profit reached nearly VND82 billion. Moreover, the yen appreciated 9.4% against VND in 2Q16,
hence PPC continued suffering loss due to unrealized foreign exchange loss, whereby 2Q16 PAT
recorded the loss of VND192 billion.

1H16 total net sales and gross profit approximated VND3,223 billion (-24.4% YoY) and VND134.3 billion (-
58.2% YoY) respectively. The yen has appreciated over 16% against VND in 1H16 and PPC recorded
unrealized foreign exchange loss of nearly VND350 billion which was a huge gap compared with TH15’s
gains of VND368 billion.

3Q16: Electricity production activities is forecasted to experience off-seasonal period

3 quarter is the rainy season of the northern region. Hence, supply from hydro power plants is
relatively abundant, not only resulting low demand from thermal power plants but also causing low
market price. As a result, 3Q is a disadvantageous period for most of the thermal power plants as both
electricity production and price will decline. For PPC, we estimate 3Q16 sale volume of two plants will
reach more than 1.15 billion kWh, continue to fall compared to first two quarters of 2016 and declined
by 17% compared to 3Q15. However, it would be noticed that in 3Q15 PPC attained a dominant sale
volume thanks to the rainstorm in July 2015 which disrupted coal supplies for thermal power plants,
except PPC.

Besides the decline in sale volume, 3Q16 electricity market price is forecasted to strongly drop due to
abundant supplies from hydro power plants. With these reasons, we expect that PPC could achieve
more than VND1,468 billion in revenue. Gross margin will slightly improve whereby gross profit is
estimated at c. VND70 billion. Revenue and gross profit are forecasted to decrease 18% (yoy) and 73%
(yoy) respectively.

The JPY/VND tends to recover from end of June level. If current rate (JPY/VND218) remains till end of
Sept, we estimate PPC can record an unrealized foreign exchange gain of approximately VND6&9 billion.
Hence, PPC’s PBT is expected to reach more than VND183 billion, whereby PAT will attain VND171
billion instead of the loss as first two quarters.

Please refer to important disclosures at the end of this report 3
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Exhibit 3: 2QFY2016 Forecast vs Actual Exhibit 4: 3QFY2016 Forecast
Particulars (VND bn) Q2-FY16 +/- qoq +/-yoy Particulars (VND bn) Q3-FY16 +/- gog +/- yoy
1,516 2,367 -36% Net Revenues 1.468 -3% -18%
82 193 -58% Gross profits 70 -15% -73%
82 193 -58% EBIT 157 -22% -39%
-192.3 -322.6 -40% PAT 171 -189% 133%

Source: PPC, RongViet Research

Source: RongViet Research

Expect a mutation in 4Q16

Unit 1 and 5 major maintenances, capacity per unit would be up by 6%. As planned, PPC will
overhaul Unit 1 (of PL1) in August and Unit 5 (of PL2) in September, whereby these 2 units will suspend
for 40 days. However, as the maintenance takes place in rainy season of the North, we believe the
repairs will not affect PPC's electricity production activities. Instead, available capacity per Unit will
increase more than 6% after overhaul.

Low supplies from hydro power plant. The rainy season of the North will gradually end in 4™ quarter.
Moreover, in second half of the year, large hydro power plants have to break off to store water for dry
season next year. Therefore, the electricity market price is expected to rebound along with higher
demand from thermal power.

With these reasons, we estimate total sale volume of PL1 and PL2 at 1.53 billion kWh in 4Q16, up 33%
and 30% compared with 3Q16 and 4Q15 respectively. FY16 total sale volume is expected to reach 5.4
billion kWh, higher than PPC FY16’s target, but declined by 5% compared with FY15.

FY16 total revenue is expected to attain VND6,705 billion (-12.5% YoY) and gross margin is 6.8% (FY15:
12.6%). We maintain JYP forecast of 15% appreciation against VND, whereby FY16’s PBT and PAT will reach
nearly VND135 billion and VND125 billion, respectively, down 78% compared with FY15. FY16 EPS is
forecasted to be VND209 only, while excluding extraordinary factor of exchange rate raise FY16 EPS to
VND1,863.

FY17 outlook: Expect greater generating capacity after new PPA for PL1

PL1 is one of the oldest coal-burning plants and was fully depreciated. Consequently, poor performance
caused PL1’s variable costs usually higher than other new thermal power plants. This drags its
competitiveness down when PPC participating in competitive generating market since offered price is
based on variable costs. PPA contract is a guarantee that the majority of cost is transferred into price to
ensure a certain profitability. PL1 had not finalized its PPA contracts yet in 1H16, hence it operated at
only 63% capacity during that time.

According to PPC's announcement, the contract with a term of 4 years (2016-2019) was signed at the
end of May 2016. New price per kWh is only 10 dong lower than the old one, a good price for PL1 since
its main and equipment fully depreciated. We expect PL1 can operate at 82-85% of design capacity
since 2017, in which the revenue contributed from contracted quantity (Qc) will rise strongly compared
to FY16.

Outlook and Valuation

The absence of PL1’s PPA affected PPC 1H16’s business results stronger than our forecast. PPC’s business
activities might experience off-season period in 3 quarter due to rainstorm peaks in northern region.
However, PL1 got PPA as well as the yen has cooled down, we expect PPC will record profits in 3Q16 after
substantial losses in the first 2 quarters.

Please refer to important disclosures at the end of this report 4
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PL1’s Qc volume allocated for 2H16 is 595 million kWh. For 1H16, PPC is negotiating with EVN to retroact
profit for PL1 (caused by difference between official PPA price and temporary price). In case of successful
negotiation, we expect that over VND260 billion will be retroacted for 1H16. Empirically, we believe that the
negotiation will take time and the ability to reach an agreement in 4Q is unclear. Excluding this retroactive
amount and the exchange rate loss, PPC FY16’s EPS can reach VND1,863.

Due to most of its debt denominated in Yen, sharply increase of JPY/VND in 2016 negatively affected on
accounting profit of Pha Lai Thermal Power Plant as well as PPC’s market price. After PL1 got its new PPA,
however, Q42016’s business result of PPC is expected to recover. Besides, despite disappointed profit caused
by FX variation, we believe that PPC can maintain minimum cash dividend at VND1,700 per share based on
its strong cash flow and high retained earnings. Hence, we revise our PPC’s target price to VND19,400 per

share and recommend BUY for long-terminvestment.

Valuation model Price Weight Average

FCFF 30,917 40% 12,367
P/E 14,905 60% 8,943
Gia binh quan 100% 21,310
Gid trj diéu chinh do anh hudéng hoat ddng tai chinh -1,943
Giatrihop ly 19,367

Please refer to important disclosures at the end of this report
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VND Billion

VND Billion
INCOME STATEMENT FY2014 FY2015 FY2016E FY2017F
Revenue 7,482 7,665 6,705 7,370
COGS 6,985 6,701 6,249 6,340
Gross profit 497 264 456 1,030
Selling Expense 0 0 0 0
G&A Expense 107 104 104 104
Finance Income 1,055 343 375 377
Finance Expense 143 733 692 234
Other profits 8 19 14 17
PBT 1,302 604 135 1,175
Prov. of Tax 247 39 9 88
Minority’s Interest 9 5 2 16
PAT to Equity Shareholder 1,045 561 125 1,071
EBIT 719 1,195 718 1,259
EBITDA 1,419 1,653 797 1,339
FINANCIAL RATIO 2014 2015 2016F 2017F
Growth
Revenue 13.6% 2.4% -12.5% 9.9%
Operating Income -57.9% 120.1% -59.1% 163.4%
EBITDA -29.2% 16.5% -51.8% 68.0%
PAT -46.9%  1302%  -41.6% 77.6%
Total Assets -4.8% -2.3% -8.2% 1.6%
Equity 5.1% 1.1% -10.8% 9.4%
Internal growth rate 4.8% -8.3% -40.6% 10.8%
Profitability
Gross profit/Revenue 6.6% 12.6% 6.8% 14.0%
Operating profit/ Revenue 5.2% 11.2% 5.2% 12.6%
EBITDA/ Revenue 19.0% 21.6% 11.9% 18.2%
Net margin 14.0% 7.3% 1.9% 14.5%
ROAA 4.2% 10.1% 6.2% 11.4%
ROAE 8.9% 19.8% 12.2% 21.9%
Efficiency
Receivable Turnover 4.2 35 3.1 33
Inventory Turnover 8.5 9.8 9.7 10.1
Payable Turnover 6.1 6.2 6.2 6.1
Liquidity
Current 4.9 4.5 4.0 4.5
Quick 44 4.0 3.6 4.1
Solvency
Total Debt/Equity 98.8% 92.9% 98.5% 84.3%
Current Debt/Equity 5.8% 6.1% 6.8% 7.2%
71.9% 69.9% 71.5% 58.2%

Long-term Debt/ Equity

Please refer to important disclosures at the end of this report

BALANCE SHEET
Cash and equivalents
Receivables
Inventories

Other current assets
Total Current Asset
Tangible Fixed Assets
Construction in Progress
Long-term Investment
Other long-term assets
Long-term Asset
Total Asset

Payables

Current Debt
Long-term Debt

Other long-term liabilities
Total Liability
Owner’s Equity
Capital

Retained Earnings
Funds & Reverses
Others

Total Equity
Minority’s Interest
TOTAL RESOURCES

VALUATION RATIO
EPS (dong)

P/E (x)

BV (dong)

P/B (x)

DPS (dong/cp)

VALUATION MODEL
FCFF
P/E

Target price (dong/share)

VALUATION HISTORY
05/2016
02/12/2015

2014
4,633
2,139

705

3
7,480
854
242
2,745
4
3,844
11,324
326
327
4,083
873
5,608
5,674
3,262
1,899
638

()}
5,674
42
11,324

FY2014
1,346
19
17,835
14
1,500

Price

30,917
14,905

Price Recomme

19,100
21,600

2015  2016F 2017F
3,108 2,866 3,604
2,200 2,077 2,400
660 623 628

5 5 5
5,973 5,571 6,637
425 79 144
305 294 294
2,012 1,970 1,968
2,354 2,247 1,284
5,097 4,589 3,689
11,069 10,161 10,327
430 375 380
349 349 403
4,011 3,662 3,260
540 655 681
5,330 5,041 4,724
5,739 5,120 5,602
3,262 3,262 3,262
2,116 1,433 1,856
689 706 719

0 0 0
5,739 5,120 5,602
0 0 0
11,069 10,161 10,327
FY2015 FY2016 FY2017
3,344 1,863 3,452
6 7 4
18,038 16,092 17,608
1.0 0.9 0.8
2,500 1,700 1,700
Weight Average

40% 12,367

60% 8,943

19,367 (¥)

(*) After FX variation

Period

Neutral Long-term

Neutral Long-term
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DISCLAIMERS

This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer to sell or a
solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or particular needs of any
specific. The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the objectivity this research. This research is to
be viewed by investors only as a source of reference when making investments. Investors are to take full responsibility of their own decisions. VDSC shall not be
liable for any loss, damages, cost or expense incurring or arising from the use or reliance, either full or partial, of the information in this publication.

The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters; and no part of the research analyst's
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report.

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its accuracy or
completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this report and can be subject to
change without notice.

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any person or party for
any purpose is strictly prohibited without the written permission of VDSC. Copyright 2016 Viet Dragon Securities Corporation.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Viet Dragon Securities Corp. (“VDSC"), a company authorized to engage in securities activities in Vietnam. VDSC is not a registered
broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This
research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities
Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through Rosenblatt Securities Inc., 20 Broad Street 26th Floor, New York NY 10005, a registered broker dealer in the United States. Under
no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through VDSC. Rosenblatt
Securities Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a
major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA") and may
not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of the equity
securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees may have interests, or long or short
positions, and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material
conflict of interest as of the date of this publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor received
compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or intends to seek
compensation for investment banking services from the subject company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific investment
objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete
statement or summary of any securities, markets, reports or developments referred to in this research report. Neither VDSC nor any of its directors, officers, employees or
agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research report’s
preparation or publication, or any losses or damages which may arise from the use of this research report.

VDSC may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of VDSC.
Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S.
issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related

financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect
within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars
is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by VDSC with respect to future
performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise
against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment
in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior.

Please refer to important disclosures at the end of this report 7
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Company Report

This report is created for the purpose of providing investors with an insight into the discussed company that may assist
them in the decision-making process. The report comprises analyses and projections that are based on the most up-to-
date information with the objective which is to determine the reasonable value of the stock at the time such analyses are
performed. Through this report, we strive to convey the complete assessment and opinions of the analyst relevant to the
discussed company. To send us feedbacks and/or receive more information, investors may contact the assigned analyst or
our client support department.

RATING GUIDANCE

Ratings
BUY ACCUMULATE NEUTRAL REDUCE SELL
Return Potential
Intermediate- term (up to 6 >20% 10% to 20% -5% to10% -15% to- 5% <-15%
months)
Long-term (over 6 months) >30% 15% to 30% -10% to 15% -15% to -10% <-15%
ABOUT US

RongViet Securities Corporation (RongViet) was established in 2007, licensed to perform the complete range of
securities services including: brokerage, financial investment, underwriting, financial and investment advisory and
securities depository. RongViet now has an operating network that spreads across the country. Our major shareholders,
also our strategic partners, are reputable institutions, i.e Eximbank, Viet Dragon Fund Management, etc... Along with a
team of the professional and dynamic staffs, RongViet has the man power as well as the financial capacity to bring our
clients the most suitable and efficient products and services. Especially, RongViet was one of the very first securities firms
to pay the adequate attention to the development of a team of analysts and the provision of useful research report to
investors.

The Analysis and Investment Advisory Department of RongViet Securities provides research reports on the macro-
economy, securities market and investment strategy along with industry and company reports and daily and weekly
market reviews

Network

Headquarter

Address: Floor 1-2-3-4-5, Viet Dragon Tower, 141 Nguyen Du, Ben Thanh Ward, Dist.1, Tp.HCM
Phone: 84.8 6299 2006 Fax: 84.8 6291 7986

Website: www.vdsc.com.vn

Ha Noi Branch NhaTrang Branch Can Tho Branch
2C Thai Phien - Hai Ba Trung District 50Bis Yersin - NhaTrang 08 Phan Dinh Phung -CanTho
- HaNoi
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