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Indonesia Acquisition, New Business Area
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o)
< Key Financial Indicators
< Market Data FY 2012A 2013A 2014A 2015A
2y Date 2016-07-08 Revenue (Mn/HKD) 46.90 65.00 85.18 14546
2 Closingricz (HKD) 0.445 Yoy (%) 5.3% 38.8% 30.9% 70.8%
o Total Sheres (M) 952.00 Net Profit (Mn/HKD) 25.49 32.26 9.27 39.51
< Matet Cap (HKDIV) 423.64 YoY (%) 6.3% 26.6% -71.3% 326.3%
Net Assels (HKDIVIn) 487.54 Gross Margin(%) 77.9% 75.8% 56.3% 34.7%
Totel Asses (HKDIVI) 610 44 Net Profit Margin (%) 57.5% 52.0% 13.2% 27.5%
BVPSHAD) 051 ROE (%) 17.2% 17.1% 2.8% 8.1%
Source:Wind EPS (HKD) - B 0.01 0.04
OCFPS (HKD) - - 0.01 -0.03

Source: Company Disclosure, Industrial Securities Research Institute
Related Report pany

Investment Highlight

® Key points: The main business of The Company is municipal and industrial
wastewater treatment. It operates three sewage treatment projects (designed
capacity 83,500tpd) of BOT model in Jiangsu Province of China. Sewage
treatment business as such are pretty stable, anti-inflation and of good cash

Owerseas Research- flow. Besides, sustainable growth is realizable by increasing water price or by
enlarging the amount of wastewater processed. Recently The Company is
Analyst: Lu Hengjun planning the acquisition of an Indonesia palm kernel oil plant to carry out its
ClIA biomass power generation business. Indonesia’s biomass resources is so rich
luhj@xyzqg.com.hk that the acquisition is believed to be a probable growth engine of ELL ENV.
SFC: AZF126 ® Our view: The Company’s existing sewage treatment business is stable and
SAC: S0190515010004 strongly anti-risk with PE10.2 for FY2015 and 12.36% premium of planned

new share issue price relative to the current price, a certain margin of safety.
Whereas the Indonesia planned biomass power generation business is quite
attractive and of good prospects. We suggest that investors remain concerned
about the progress of its follow-up.

Contact: Long Lei

® Risks: Acquisition not approved by SFC; Overestimation of biomass power
generation business development in Indonesia; the continuous depreciation of
RMB against Indonesian Rupiah.
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® Key Points: The main business of ELL ENV (“The Company”) is municipal and
industrial wastewater treatment. It operates three sewage treatment projects
(designed capacity 83,500tpd) of BOT model in Jiangsu Province of China.
Sewage treatment business as such are pretty stable, anti-inflation and of good
cash flow. Besides, sustainable growth is realizable by increasing water price or
by enlarging the amount of wastewater processed. Recently The Company is
planning the acquisition of an Indonesia palm kernel oil plant to carry out its
biomass power generation business. Indonesia’s biomass resources is so rich that

the acquisition is believed to be a probable growth engine of ELL ENV.

® Sewage treatment business is pretty stable, anti-inflation and of good cash
flow. ELL ENV is operating three sewage treatment projects designed capacity
83,500tpd. Until now Hai’an Hengfa and Rugao Hengfa project have completed
upgrading to meet standard first grade A, whereas Rugao Honghao project also
obtained emission permits last year. Excluding impact of upgrading construction
on project utilization, the total operating revenue were steadily increasing, HKD
51.51m/54.01m/48.95m for FY2013-2015. Under BOT model, the existing
projects are expected to benefit from increases of water price and real process

amount, therefore to be stable, anti-inflation and of good cash flow and prospect.

® |Indonesia power plant acquisition, probable new growth engine of ELL ENV.
Indonesia is extremely rich in biomass resources. It is estimated that the total
potential of biomass power generation capacity of Indonesia is up to 50GW,
equivalent to more than 1,600 standard power plant of 30MW, currently under low
level of utilization. However, for fast growing economy as Indonesia, there is a
big power gap, meaning promising potential for development of biomass energy
market. ELL ENV is planning to acquire a palm kernel oil plant (including a
biomass power plant of capacity 2 * 15MW), acquisition amount USD22.26m
(approximately HKD174m). The project is expected to put into production and
achieve profitability. If this business goes well, we believe that the company will
further expand biomass power generation business in Indonesia, starting a new

growth engine of the company’s business.

® Our view: The Company’s existing sewage treatment business is stable and
strongly anti-risk with PE10.2 for FY2015 and 12.36% premium of planned new
share issue price relative to the current price, a certain margin of safety. Whereas
the Indonesia planned biomass power generation business is quite attractive and of

good prospects. We suggest that investors remain concerned about the progress of
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its follow-up.

® Risks: Acquisition not approved by SFC; Overestimation of biomass power
generation business development in Indonesia; the continuous depreciation of

RMB against Indonesian Rupiah.
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Introduction of Share Investment Rating

Industry Investment Rating: When measuring the difference between the markup of the industry index and that of the market’s
benchmarks (HSI, Hang Seng Index) within twelve months after the release of the report, we define the terms as follows:

Overweight: Industry performs better than that of the whole market;
Neutral: Industry performs about the same as that of the whole market;
Underweight: Industry performs worse than that of the whole market

Buy: Witha markup more than 15% better than that of the market;
Outperform: Witha markup 5% to 15% better than that of the market;
Neutral: With a markup less than 5% better or worse than that of the market;
Underperform: Witha markup more than 5% worse than that of the market

Company Investment Rating: When measuring the difference between the markup of the company stock price and that of the market’s
benchmarks (HSI, Hang Seng Index) within twelve months after the release of this report, we define the terms as follows:

Institutional Sales Team

Institutional Sales Director | DENG Yaping 021-38565916 dengyp@xyzg.com.cn
Sales Mangers in Shanghai
Name Telephone E-mail Name Telephone E-mail
LUO Longfei 021-38565795 luolf@xyzqg.com.cn | SHENG Yingjun 021-38565938 shengyj@xyzg.com.cn
YANG Chen 021-38565915 yangchen@xyzg.com.cn | WANG Zheng 021-38565966 wangz@xyzg.com.cn
FENG Cheng 021-38565411 fengcheng@xyzg.com.cn | WANG Xi 021-20370618 wangxi@xyzg.com.cn
GU Chao 021-20370627 guchao@xyzg.com.cn | LI Yuanfan 021-20370716 liyuanfan@xyzg.com.cn
HU Yan 021-38565982 huyanjg@xyzg.com.cn | WANG Liwei 021-38565451 wanglw@xyzg.com.cn
Address: 21F, Building 1, Wudaokou Plaza, No. 1199 Minsheng Road, Pudong, Shanghai, China (200135)
Fax: 021-38565955
Sales Mangers in Beijing
Name Telephone E-mail Name Telephone E-mail
ZHU Shengdan 010-66290197 zhusd@xyzg.com.cn | ZHENG Xiaoping | 010-66290223 | zhengxiaoping@xyzg.com.cn
XIAO Xia 010-66290195 xiaoxia@xyzqg.com.cn [ CHEN Yang 010-66290197 chenyangjg@xyzg.com.cn
LIU Xiaoliu 010-66290220 liuxiaoliu@xyzg.com.cn | WU Lei 010-66290190 wulei@xyzg.com.cn
HE Jia 010-66290195 hejia@xyzg.com.cn
Address: Room 601-605, North Building, 35 Jinshifang Street, Xicheng District, Beijing (100033)
Fax: 010-66290220
Sales Managers in Shenzhen
Name Telephone E-mail Name Telephone E-mail
ZHU Yuanyu 0755-82796036 zhuyy@xyzq.com.cn | LI Sheng 0755-82790526 lisheng@xyzg.com.cn
YANG Jian 0755-82797217 yangjlan@xyzg.com.cn | SHAO Jingl 0755-23836027 shaojingli@xyzg.com.cn
WANG Weiyu 0755-23826029 wangweiyu@xyzg.com.cn

Address: Room 701, Kerry

Center Tower 1, No.1, 4th Zhongxin Road, Fu Tian District, Shenzhen,
Fax: 0755-23826017

China (518035)

Global Market Sales Managers

Name Telephone E-mail Name Telephone E-mail
LIU Yirong 021-38565452 liuyirong@xyzg.comcn | XU Hao 021-38565450 xuhao@xyzg.com.cn
ZHANG Zhenlan 021-20370633 zhangzhenlan@xyzg.com.cn | CHAN Chiwan 021-38565439 chanchiwan@xyzg.com.cn
ZENG Yagqi 021-38565451 zengyaqi@xyzg.com.cn | SHEN Shengxiong shensx@xyzg.com.cn
ZHAO Xinh 021-38565922 zhaoxinli@xyzg.com.cn

Fax: 021-38565955

Address: 21F, Building 1, Wudaokou PTaza, No. 1199 Minsheng Road, Pudong, Shanghai, China (200135)

PE and Corporate Client Sales Director

LIU Junwen

021-38565559

liujw@xyzg.com.cn

PE Sales Manager

Name Telephone E-mail Name Telephone E-mail
XU Rui 021-38565811 xur@xyzg.com.cn | YANG Xueting 021-20370777 yangxueting@xyzg.com.cn
TANGQIa 021-38565470 tanggia@xyzg.com.cn | HAN Lifeng 021-38565840 hanlf@xyzqg.com.cn

Fax: 021-38565955

Address: 21F, Building 1, Wudaokou Plaza, No. 1199 Minsheng Road, Pudong, Shanghai, China (200135)

Please Refer to the Last Page for Important Disclosure



mailto:wangz@xyzq.com.cn
mailto:liyuanfan@xyzq.com.cn
mailto:zhusd@xyzq.com.cn
mailto:xiaoxia@xyzq.com.cn
mailto:hejia@xyzq.com.cn
mailto:xuhao@xyzq.com.cn
mailto:xur@xyzq.com.cn

INDUSTRIAL SEGURITIES

@%ﬂtiﬁ%‘l

Equity Research Report

Hong Kong and Overseas Market
Institutional Sales Director DING Xianshu 18688759155 dingxs@xyzg.com.hk
Name Telephone E-mail Name Telephone E-mail
ZHENG Liangyan 18565641066 zhengly@xyzg.com.hk | YANGHan 18682559054 yanghan@xyzg.com.hk
WANG Ziliang 18616630806 wangzl@xyzg.com.hk | ZHOU Wei 13926557415 zhounei@xyzg.com.hk
SUN Boyi 13902946007 sunby @xyzg.com.hk
Address: Room 3201, Infinitus Plaza, 199 Des Woeux Road, Central Hong Kong
Fax: (852)3509-5900

[ Information Disclosure 1
The Industrial Securities Co., Ltd. (hereinafter referred to as the ‘Company”) fulfills its duty of disclosure within its sphere of
knowledge. The clients may visit the column of Insider Trading Prevention and Control at www.xyzg.com.cn for the arrangement of the
quiet period and the affiliates’ shareholdings.

[ Analyst Certification]

We are conferred the license registered with relevant regulatory. We hereby confirm that we are in compliance with relevant
compliance requirements. We hereby issue this report independently and objectively with due diligence, professional and prudent
research methods and only legitimate information is used in this report. We hereby certify that the views expressed in this report
accurately reflect our personal views about any or all of the subject securities or issuers referred to herein. We have never been, are not,
and will not be compensated directly or indirectly in any form for the specific recommendations or opinions herein.

[ Disclaimer]

The report is prepared by the Company, a qualified securities investment consulting business approved by the China Securities
Regulatory Commission.

The report is distributed in Hong Kong by China Industrial Securities International Brokerage Ltd., which is regulated by the Hong
Kong Securities and Futures Commission (HKSFC CE No. AYE823). Queries concerningthe report from readers in Hong Kong should
be directed to our Hong Kong sales managers.

The report will be provided in other countries and regions according to local rules and regulations.

The Company will not treat unauthorized receivers of this report as its clients. The clients understand that the text message reminder
and telephone recommendation are no more than a brief communication of research opinions, which are subject to the complete report
released on the Company’s website (http:/www.xyzq.com.cn). The clients may ask for follow -up explanations if they so wish.

Based on different assumptions or standards and with different analytical approaches, the Company’s salespersons, traders and
other professionals may express views, written or oral, towards market trend and securities trading which are inconsistent with opinions
and recommendations contained herein. The views in this report are subject to change, and the Company has no obligation to up date its
information with all receivers of the report.

The Company’s asset management department, proprietary business department and other investment-related departments may
make independent investment decisions based on investment that are inconsistent with opinions and recommendations contained herein.

The report is not delivered to investors, including but not limited to US residents, who may mislead the Company to violate local
laws and regulations of any counties, regions or jurisdictional areas (except for the “major U.S. institutional investors™ specified in Rule
15a-6 under the Securities Exchange Act of 1934).

The report may contain hyperlinks to external websites. The Company has not referred to and will not be responsible for the
contents on the external websites. The hyperlinks are only provided for the convenience and reference for the receivers. The contents on
the external websites do not constitute a component of the report or implying any recommendation of securities. The receivers should
treat them cautiously and solely at their own risk.

The report is based on public information; however, the authenticity, accuracy or completeness of such information is not warranted
by the Company. The materials and opinions contained herein are for the clients’ reference only, and are not to be regarded or deemed as
an invitation for the sale or purchase of any securities. The clients should make investment decisions independently and solely at their
own risks.

Under the legal framework, the Company may take paositions in and trade stocks of the companies referred to herein, which may
also receive investment banking services from the Company. The clients shall consider the Company’s possible conflict of interests
which may affect the objectivity of this report, and shall not base their investment decisions solely on the report.

Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any
request of explanation for this report where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report and reserves all rights related to this report. Unless otherwise indicated in
writing, all the copyrights of all the materials herein belong to the Company. Inthe absence of any prior authorization by the Company
in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by any means,
or be used in any other ways which will infringe upon the copyrights of the Company. No one shall have the right to redistribute and use
the report at any circumstances without the prior consent of the Company.
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