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credit rating of an issuer and is not specific to an individual issuance that it may issue.
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Surveillance Credit Rating Report: Shenergy (Group) Co., Ltd.

Tear Sheet

July 19,2023

Company Name Rating Type Current Rating Rating Date Date of Expiry Outlook/CreditWatch
Shenergy (Grou . .
Cogyéd P |ssuer Credit Rating AAA e July 19,2023 July 18,2024 Stable

Industry Classification: Regulated utilities/unregulated power and gas. Rating Snapshot:
Company Overview: Shenergy (Group) Co., Ltd. (“Shenergy" or “company") is a state-owned enterprise I Credit Rating: AAA.../Stabl
wholly-owned by Shanghai State-owned Assets Supervision and Administration Commission (Shanghai ssuer Credit Rating: spel STADIS
SASAC). It invests in, constructs and manages electrical power and gas infrastructure projects, and plays . | )
an important role in Shanghai’s energy security. Main revenue sources are from its gas and power Business Risk Profile: 2/strong
business. In 2022, the company’s retail gas sales volume was 8.91 billion cubic meters and total power Industry Risk: N/A
output of 53.74 billion kWh. By the end of March 2023, the company had controlled installed capacity of naustry sisk:
16.12 GW, generating 13.41 billion kWh of electricity from January to March. By the end of March 2023, it c titive Position N/A
held total assets of 213.07 billion RMB, net assets of 123.51 billion RMB (including minority ompetitive Fosition:
shareholders' equity). Its operating revenue was 17.94 billion RMB and net income was 690 million RMB . L .
from January to March 2023. Financial Risk Profile; 2/Modest
Economy and Industry Trends: We expect China’s GDP growth in 2023 to significantly recover from that Anchor: a+
in 2022. The recovery will be largely built on an uptick in domestic consumption and investment. As
domestic demand increases inflation may rise, but we expect it to remain within the target range. In our Adjustments

view, China’s carbon targets and ongoing development of natural gas infrastructure can continue to boost
domestic gas demand and support gas distributors’sales. The impacts of geopolitical conflicts and other
factors on global gas supply and demand are gradually easing, which is expected to push down
international gas prices from the peak and alleviate distributors’margin pressure.In 2023, thermal power
generators’ profitability may further improve along with fuel cost decline, and the overall power sector
will keep high capex on new energy. We expect Shanghai’s demand for power to stay strong, with energy
consumption maintaining steady growth in the next 1 to 2 years.

Business Risk Profile: The company's business risk profile maintains strong. It has a monopoly over gas
in Shanghai, where tariff mechanisms are clear and being constantly improved. The company has
effective upstream and downstream integration. Its diversified gas sources help ensure sufficient gas
supply and improve flexibility on costs. However, the company has limited control over gas costs, which
can cause unstable profits. The company plays an important role in supplying power to Shanghai. Its
power supply business utilizes highly efficient equipment, and the company is gradually moving to
diversify its energy mix. Accelerated market-oriented reforms can ease cost pressures, while expansion
into new energy should help stabilize profits. However, pressure from fluctuating costs may continue due
to limited control over upstream coal prices.

Financial Risk Profile: Financial risk maintains "modest”. Leverage is somewhat volatile but largely
controllable, amid changes in fuel prices. At the same time, low financing costs can help maintain
interest coverage at a high level. We expect capex to increase as the company expands its new energy
and natural gas infrastructure. This, alongside other investments, would increase its debt, but the
company has sufficient credit lines and good access to financing channels, and is expected to maintain
strong refinancing capacity.

Capital Structure: We have made a one-notch upward adjustment to reflect the company’s significant
holdings of high-quality, highly-liquid financial assets. These enhance its financial flexibility and help to
mitigate financial risks.

External Influence: Shenergy is 100% controlled by Shanghai SASAC, and is critical to Shanghai
Municipal Government. As Shanghai’s sole energy platform, the company plays a key role in the city’s
energy security and in forming and implementing Shanghai's energy strategy. It is highly irreplaceable,
and we expect Shanghai Municipal Government to maintain its holding position and control over the
company going forward.

Diversification:
Capital Structure:
Financial Policy:

Liquidity:

Management & Governance:

Comparable Rating Analysis:

Stand-alone Credit Profile:

External Influence:

Note: Industry Risk, Competitive Position not applicable due to company spanning multiple

industries.

Neutral (no impact)
Positive (+1 notch)
Neutral (no impact)
Adequate (no impact)
Neutral (no impact)
Neutral (no impact)
aaspe-

+3

Relative Position of Shenergy in
Distribution of Indicative Credit Quality of

No. of Entities

1,400 Corporates

Key Metrics: ATIER N S B D _oxd oy S o urd (oS @
PR B \>X\‘>>®<a‘?>?>®%‘?>%®®w
2022A 2023E 2024F WP P Ve e @ EeT § Lo
. . @
FFO/debt (%) 243 17-99 18-23 Ind\cat\ve Credit Quality
Note: Red bar represents median indicative credit quality of about 1,400
FFO interest coverage (X) 8.6 7.5-85 8-9 sampled companies, yellow bar represents Shenergy's position.
Source: S&P Global (China) Ratings.
EBITDA margin <%) 11.3 13-15 16.5-18.5 Copyright © 2023 by S&P Ratings (China) Co., Ltd. All rights reserved.
Note: Above data adjusted by S&P Global (China) Ratings. A- actual, E-estimated F-forecast.
Peer Comparison: (2021-2022 average value, RMB, millions)
Shenergy CRGas Shenzhen Gas Beijing Energy
Revenue 62,934 74,692 25,738 85,614
EBITDA 7,919 10,389 2,959 23,844
FFO/debt (%) 32.6 62.1 26.1 7.6
FFO interest coverage (x) 9.9 20.8 9.4 2.7

Note: Above data adjusted by S&P Global (China) Ratings; Source: Shenergy. Peer company information from public information, adjusted by S&P Global (China) Ratings.
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Assumptions and Forecasts
Assumptions

— In 2028 and 2024, revenue decreases by 4-8% and 0-5% respectively, considering sharp fall
in revenue from real estate and merchandise trade segments.

— In 2023 and 2024, capex is 14-15 billion RMB and 13-14 billion RMB respectively, with
spending focused on constructing new energy and natural gas infrastructure.

— In 2023 and 2024, the gas retail dollar margin is 0.4-0.5 RMB/m3 and 0.45-0.55 RMB/m3
respectively.

— In 2023 and 2024, the price of standard coal purchased by the company net of tax is 1,050-
1,150 RMB/tonne and 880-980 RMB/tonne respectively.

— In 2023 and 2024, the company receives cash dividends from its financial assets of 2-2.5
billion RMB each year.

— In 2023 and 2024, dividend payouts to shareholders are 1.5-2 billion RMB respectively.

Outlook

The stable outlook on Shenergy reflects our view that it shall continue playing an important role in Shanghai’s energy security,
remaining critical to Shanghai Municipal Government. The company should maintain its monopoly over gas in Shanghai, acquiring gas
from a diverse range of sources. Its power supply business should maintain a leading market share and good unit operating efficiency
in Shanghai and installed new energy capacity is set to increase. The change in natural gas and coal prices, along with increased capex,
may see leverage fluctuate. However, we expect it to maintain low financing costs and strong access to financing. Coverage of FFO to
interest should stay high.

Upside scenario: Not applicable.
Downside scenario:
We might consider lowering the rating of the company if:

The company's importance to Shanghai Municipal Government deteriorates. This scenario could occur if i) the company’s role in local
energy security is significantly diminished; ii) the company’s monopolistic role and advantages are significantly reduced; or iii) there is
a change in the ownership structure, where Shanghai Municipal Government’s holding in the company is weakened, or the company is
no longer directly controlled by Shanghai SASAC.
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S&P Ratings (China) Co., Ltd. (“S&P Ratings”) owns the copyright and/or other related intellectual property rights of the abovementioned content
(including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content).
No Content may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of S&P Ratings. The Content shall not be used for any unlawful or unauthorized purposes. S&P Ratings and any
third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively "S&P Parties") do not guarantee the accuracy,
completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless
of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS,
THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses
caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P Ratings' opinions, analyses, forecasts and rating acknowledgment decisions (described below) are not and should not be
viewed as recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P Ratings assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill,judgment and experience of the user, its management, employees, advisors and / or clients when making investment
and other business decisions. S&P Ratings does not act as a fiduciary or an investment advisor except where registered as such. While S&P Ratings
has obtained information from sources it believes to be reliable, S&P Ratings does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives. Rating-related publications may be published for a variety of reasons that are not necessarily
dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a credit rating and related analyses.

S&P RATINGS IS NOT PART OF THE NRSRO. A RATING ISSUED BY S&P RATINGS IS ASSIGNED ON A RATING SCALE SPECIFICALLY FOR USE IN CHINA,
AND IS S&P RATINGS' OPINION OF AN OBLIGOR’S OVERALL CREDITWORTHINESS OR CAPACITY TO MEET SPECIFIC FINANCIAL OBLIGATIONS, RELATIVE
TO THAT OF OTHER ISSUERS AND ISSUSES WITHIN CHINA ONLY AND PROVIDES A RANK ORDERING OF CREDIT RISK WITHIN CHINA. AN S&P RATINGS'
RATING IS NOT A GLOBAL SCALE RATING, AND IS NOT AND SHOULD NOT BE VIEWED, RELIED UPON, OR REPRESENTED AS SUCH. S&P PARTIES ARE
NOT RESPONSIBLE FOR ANY LOSSES CAUSED BY USES OF S&P RATINGS' RATINGS IN MANNERS CONTRARY TO THIS PARAGRAPH.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P Ratings reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P
Ratings disclaims any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P Ratings keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P Ratings may have information that is not available to other S&P Ratings business units.
S&P Ratings has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with
each analytical process.

S&P Ratings may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
Ratings reserves the right to disseminate its opinions and analyses. S&P Ratings' public ratings and analyses are made available on its Web site
www.spgchinaratings.cn, and may be distributed through other means, including via S&P Ratings' publications and third-party redistributors.
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