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Year End 31 Dec 2016 2017 2018E 2019E 2020E
Biomass

Capacities in operation (MW) 151 328 532 730 903

Growth rate (%) 151.7% 117.2% 62.2% 37.2% 23.7%
Power sold (‘000 MWh) 619 1,393 2,732 4,123 5,355

Growth rate (%) 40.4% 125.2% 96.1% 50.9% 29.9%
On-grid tariff (RMB/kWh) 0.75 0.75 0.75 0.75 0.75
Growth rate (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Construction revenue (HKS mn) 1,964 2,893 3,353 3,555 3,688

Growth rate (%) 232.3% 47.3% 15.9% 6.0% 3.7%
Operation revenue (HKS mn) 460 1,031 2,073 3,120 4,173

Growth rate (%) 31.8% 124.1% 101.1% 50.5% 33.8%
HWT

Capacities in operation (ktpa) 133 161 194 281 671

Growth rate (%) 0.0% 21.0% 20.5% 44.8% 138.8%
Actual processed volume (kt) 98 113 145 199 353

Growth rate (%) 88.5% 15.3% 28.6% 36.8% 77.5%
Waste treatment fee (RMB/tonne) 2,414 2,450 2,867 2,895 2,924

Growth rate (%) 11.1% 1.5% 17.0% 1.0% 1.0%
Construction revenue (HKS mn) 85 60 93 599 788

Growth rate (%) 92.0% -29.4% 54.6% 545.4% 31.5%
Operation revenue (HKS mn) 240 309 491 642 1,187

Growth rate (%) 123.1% 28.6% 58.9% 30.8% 84.8%
Environmental Remediation

Secured contract value (HKS mn) N/A N/A 120 192 288

Growth rate (%) N/A N/A N/A 60.0% 50.0%
Solar

Actual on-grid electricity sales ('000 MWh) 28 27 27 27 27

Growth rate (%) -2.7% -2.5% 0.0% 0.0% 0.0%
On-grid tariff (RMB/kWh) 2.27 2.27 2.27 2.27 2.27

Growth rate (%) 1.8% 0.0% 0.0% 0.0% 0.0%
Wind

Actual on-grid electricity sales ('000 MWh) 245 247 247 247 247

Growth rate (%) 488.1% 0.9% 0.0% 0.0% 0.0%
On-grid tariff (RMB/kWh) 0.61 0.61 0.61 0.61 0.61

Growth rate (%) 0.0% 0.0% 0.0% 0.0% 0.0%
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(HK$mn) 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
Pre-tax profits 2,193 2,797 3,520 4,265 4,886 5,390 5,844 6,279 6,677
Net interest expenses 271 381 457 482 468 444 359 209 45
Tax paid (469) (626) (823) (1,040) (1,222) (1,348) (1,461) (1,570) (1,669)
Depreciation and amortisation 378 491 614 743 875 1,005 1,129 1,244 1,348
Change in WC (696) (308) 93 631 627 538 553 551 605
Capex (3,851) (4,344)  (4,641)  (4,820) (4,802)  (4,595) (4,272) (3,856) (3,378)
Free cash flow (FCF) (2,174) (1,610) (781) 261 832 1,435 2,151 2,857 3,628
Discount factor 0.92 0.85 0.78 0.72 0.66 0.61 0.56 0.51 0.47
Discoutned FCF (HK$mn) (2,000) (1,362) (608) 187 548 869 1,199 1,465 1,711
No. of shares 2,066 2,066 2,066 2,066 2,066 2,066 2,066 2,066 2,066
Discounted FCF per share (HK$) (0.97) (0.66) (0.29) 0.09 0.27 0.42 0.58 0.71 0.83
Equity value per share
Total DCF/share (2019-27E) (HK$) 0.97
Terminal value/share in 2027E (HK$) 8.47
DCF/share (firm value) (HK$) 9.44
Less: net debt (end-2018)/share (HK$) (1.12)
% shared by minority shareholders 0.4%
Less: value shared by minority shareholders (HK$) (0.03)
DCF/share (equity value) (HK$) 8.30
DCF assumptions
Cost of debt 4.8%
Cost of equity 13.8%
Tax rate 25.0%
Targeted gearing 50.0%
WACC 8.7%
Terminal growth rate 3.5%
HHR: BHER (A TN
WACC
6.7% 7.2% 7.7% 8.2% 8.7% 9.2% 9.7% 10.2% 10.7%
1.5% 11.6 9.7 8.2 6.9 5.8 4.9 4.2 35 3.0
% 2.0%) 12.8 10.7 8.9 7.5 6.3 53 4.5 3.8 3.2
hs 2.5% 14.4 11.8 9.8 8.2 6.9 5.8 4.9 4.1 3.4
s 3.0%) 16.4 13.3 10.9 9.0 7.5 6.3 5.3 4.4 3.7
o 3.5% 19.1 15.2 12.3 10.0 6.9 5.8 4.8 4.0
!_;’ 4.0%) 22.7 17.6 14.0 11.3 9.2 7.6 6.3 5.3 4.4
£ 4.5% 27.9 21.0 16.3 12.9 10.4 8.5 7.0 5.8 4.8
§ 5.0%) 36.3 25.8 19.4 15.0 11.9 9.6 7.8 6.4 53
e 5.5% 51.8 33.6 23.9 17.9 13.9 11.0 8.8 7.2 5.9
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CMS 3-mth P/E (x) 18-20E 2019E_ Div Yid (%) P/B (X)
Up/(Dn) Mkt cap avg t/o EPS
Company Ticker Price  Rating TP side (%) (US$m) (US$m) 2018E 2019E Cagr (%) PEG (x) 2018E 2019E 2018E 2019E
HSI 26,193 10.9 9.8 10.5 0.9 3.8 4.1 1.2 1.1
HSCEl 10,443 7.9 7.1 10.4 0.7 4.3 4.7 1.0 0.9
Sector Average 9.6 8.5 14.9 0.9 3.0 3.3 1.2 1.1
Sector Average
(exclude GD
Investment) 8.6 7.6 15.9 0.7 29 3.2 1.1 1.0
Sector Median 8.6 7.4 15.8 0.5 2.7 3.0 1.1 1.0
CEl 257 HK 6.71 BUY 9.50 41.6 5,259 18.5 7.5 8.1 3.2 2.5 4.1 3.8 0.9 1.1
BEW 371 HK 3.94 BUY 6.10 54.8 4,732 9.8 8.6 7.4 16.2 0.5 4.6 5.3 1.6 1.4
CEG 1257 HK 6.15 BUY 8.30 34.9 1,621 2.4 9.7 7.4 28.4 0.3 2.0 2.6 1.2 1.0
Canvest 1381 HK 4.26 BUY 4.90 15.0 1,335 0.9 134 11.6 15.5 0.8 1.1 13 1.9 1.7
CTEG 1363 HK 0.80 NEUTRAL 1.22 51.9 645 1.0 6.8 5.8 16.7 0.3 3.8 4.7 1.0 0.9
GD investment 270 HK 14.26 Non-rated N/A N/A 11,896 11.2 18.7 17.5 6.1 2.9 3.9 4.4 2.2 2.1
Dynagreen 1330 HK 2.97 Non-rated N/A N/A 1,843 0.7 10.0 8.4 20.7 0.4 2.7 3.4 1.1 1.0
Dongjiang 895 HK 8.57 Non-rated N/A N/A 1,341 1.4 12.0 10.1 17.2 0.6 2.2 2.6 1.5 1.2
Tianjin 1065 HK 3.00 Non-rated N/A N/A 1,415 0.3 7.2 6.8 N/A N/A 2.6 3.0 0.7 0.6
Siic Environment 807 HK 1.73 Non-rated N/A NA 575 0.1 7.0 6.3 12.7 0.5 3.5 2.7 0.5 0.5
Yunnan Water 6839 HK 2.11 Non-rated N/A N/A 321 0.1 N/A N/A N/A N/A N/A N/A N/A N/A
Kangda 6136 HK 1.02 Non-rated N/A N/A 265 0.2 4.2 3.8 12.1 0.3 2.6 2.7 0.4 0.4
. “E p P ’
R A A : 2018-F10 710 &; 5K FFR ML E AN AZ K T 21449 #9R
Rl 2705 s X 5 p
HARB: HH BEEE (FE) A
5. IR fEiaey b (& 2
ROE (%0) ROIC GPM (%) OPM (%) Net gearing (%) Payout (%) Eff. tax Share px chg (%)
rate
(%0)
Company 2018E_ 2019E 2017 2018E_ 2019E 2018E_ 2019E 2018E 2019E 2018E 201S9E 2017 1-mth 3-mth 12-mth
HSI 12.9 12.9 41.5 40.3 (1.6) (8.7) (8.1)
HSCEl 12.7 12.7 339 335 0.1 (3.5) (8.5)
Sector Average 12.9 13.1 9.0 39.1 39.1 30.7 30.0 50.1 59.0 27.8 27.7 20.1 (2.5) (15.3) (22.9)
Sector Average
(exclude GD
Investment) 13.0 13.2 9.2 36.6 36.3 29.0 28.3 58.4 68.8 23.2 22.9 19.9 (3.0) (17.7) (28.2)
Sector Median 12.4 13.7 8.5 34.9 34.6 28.4 27.6 59.2 62.5 24.3 22.0 20.8 (0.7) (16.6) (32.8)
CHEl 15.0 13.7 9.2 34.9 33.3 30.2 29.1 41.8 54.6 31.0 31.0 25.5 6.3 (30.0) (32.8)
BEW 19.7 20.4 9.0 30.6 30.8 18.8 16.2 95.5 100.1 39.0 39.0 21.3 0.8 (6.7) (35.8)
CEG 13.3 13.7 21.9 31.3 31.3 27.7 27.6 22.3 34.7 19.4 19.4 19.3 (3.1) (21.0) (11.e)
Canvest 14.9 15.1 12.4 31.2 30.2 28.4 27.1 59.2 76.9 15.0 15.0 12.1 4.9 (1.8) 0.0
CTEG 15.7 16.4 10.2 43.7 42.8 24.2 19.0 67.2 62.5 21.0 22.0 17.9 (16.7) (25.2) (26.0)
GD investment 12.0 12.3 7.5 59.1 61.8 47.6 47.6 0.0 0.0 73.2 76.4 21.2 3.6 11.8 29.9
Dynagreen 11.4 11.9 N/A 44.8 44.5 39.5 40.5 N/A N/A 27.0 28.1 19.2 (1.7) (17.0) (34.0)
Dongijiang 12.4 13.8 8.5 34.6 34.6 19.1 19.3 64.6 84.0 26.2 26.6 11.1 (6.1) (12.6) (26.2)
Tianjin 9.9 9.7 7.2 N/A N/A 45.3 45.2 N/A N/A 18.9 20.5 27.8 0.3 (16.2) (40.9)
Siic Environment 7.0 7.0 3.2 N/A N/A 23.6 25.8 N/A N/A 24.3 16.9 22.1 (12.2) (29.49) N/A
Yunnan Water N/A NA 4.3 N/A N/A N/A N/A N/A N/A N/A N/A 225 (7.0) _(19.5) (34.7)
Kangda 10.3 10.5 5.8 41.9 42.8 32.9 32.9 N/A N/A 10.7 10.0 20.3 1.0 (15.7) (40.0)
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Forecasts Rating
2018E 2019E 2020E BUY NEUTRAL SELL
CMS - diluted core EPS (HK$) 0.63 0.83 1.05 X
% change 22.5% 30.9% 25.9%
% difference to consensus -4.0% -2.1% 2.1%
Consensus 0.66 0.85 1.03 16 0 0
% change 27.5% 28.4% 20.7%

HHER: HH, BEER (58 7N
BT Fo £ 2 MK
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GBS TN 4) A YR AN AR
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M %0 &
e, TRk 1714 2144 2522 2,902 3,285 TN 3,000 4581 6.376 8317 10,265
HAB 28 AL HAE B R 60480 2R 121 138 147 157 167 A (2,009)  (3,146)  (4378)  (5717)  (6,980)
A~ 2976 5132 7,455 10,548 14,038 A4 992 1,435 1,998 2,600 3,285
AN B A9 A A 34 52 51 50 50 A 62 92 150 201 269
LA AR T A AR P A 2 TALHOR & 3 1,014 2,137 3,090 3,941 4,530 :ﬁ%% A - (198) (237) (379) (504) (615)
BT S o - o 7 % gah AER (135) (144) (229) (303) (346)
FERAF > 5879 9,638 13,316 17,670 22,166 EEAH 856 1,291 1,769 2,297 2,938
EA 6 m 154 202 246 A5 %R (62) (100) (163) (271) (381)
BENHH &) 1) 1) 1) 1)
F M 2T e IR P A4 AL 542 1,339 1936 2469 2838 '
ACRIR:] 793 1,190 1,606 2,025 2,557
T AR 4 0 0 0 0 FRAEAL (154) (230) (337) (469) (626)
AP IRAT B B A BAT B3 106 939 939 939 939 o Je F# 639 960 1,268 1,556 1,930
AR ILF N 886 2,404 1951 2,755 3502 PSS 0 (3) (5) (6) (8)
bk 1585 4,793 4,981 6,365 7,526 HAHE 639 956 1,263 1,549 1,923
FEER 7,464 14432 18,297 24,034 29,692 MG B (10) 2 0 0 0
AR 270 541 805 1238 1,579 Hs AR 629 954 1,263 1549 1923
BATIREK, bR A R 1,017 1666 2328 3041 3712 AL A VB B A AT A 988 1,495 2,056 2,680 3,434
AMALT 8 10 14 20 27 AR A 0.44 0.52 0.63 0.83 1.05
A 1,295 2,217 3,147 4,299 5318 Wi Bl B GBL) 0.44 0.52 0.63 0.83 1.05
RS 1698 2953 4,390 6,756 8,616 HRAA CEAL) 0.00 0.09 0.12 0.16 0.20
Al AT R 38 57 80 104 127
#IEA 5 232 439 337 469 626
JER B A SR 1,968 3,449 4,807 7,330 9,369
RAEHR 3263 5666 7,954 11,628 14,687 Rl K $ (%)
BEEER 4,201 8,766 10,342 12,406 15,005 EION 149.3 527 39.2 304 234
MA 0 1,608 1,608 1,608 1,608 87 VB B4 AT AL 126.3 51.4 375 30.3 28.2
H gk 4187 7,140 8711 10,769 13,360 Bis )M 135.4 50.8 37.1 29.8 27.9
BRAEARBLEHR 4,187 8,748 10,319 12,377 14,968 Hs % A8 133.8 49.7 32.1 22.6 24.1
AR A 13 18 23 29 37 R AR ARSI B N/A 18.3 22.8 30.9 25.9
BRE 4201 8,766 10,342 12,406 15,005 RN A) N/A N/A 37.1 30.9 25.9
&t 1,968 3495 5195 7,995 10,195 A8 £(%)
FREI(R ) (976) (151)  (2,304) (4,301) (5,753) ERES 33.0 31.3 31.3 31.3 32.0
HFRAFE GBL) 2.91 4.74 4.99 5.99 7.24 AL oA VB B A T A 32.9 326 322 32.2 335
RS 28.5 28.2 27.7 27.6 28.6
A F (s 4 A ) 21.0 20.8 19.8 18.6 18.7
BiE ) H 856 1,201 1769 2297 2,938 FIRAE (%) 19.4 19.3 21.0 23.2 24.5
PRI 132 205 287 383 496 BER M SBANLE (%) 45 3.2 3.6 36 34
FEFEER (440)  (1,598) (@07 (696)  (308) ALEEE (X 13.8 12.9 10.9 8.5 7.7
E2) (14) a1 239 573 740 & XA (%) 0.0 19.4 19.4 19.4 19.4
FLEAIR 6 26 37 48 59 FAAAFEE (%) 23.2 1.7 22.3 34.7 38.3
AL (39) (44) (74 (118 (176) LI A% BRI E (%) 18.9 17 18.2 25.7 27.7
BEEDHEANL 500  (80) 1351 2486 3,750 RALE () 1.2 2.2 16 15 14
FAFL (324)  (441)  (494)  (519)  (545) B4RE (%)
WERMF 04K (1,263) (1,665 (2,490) (3,332) (3,819) H AR () 05 04 04 04 04
Fo @0)  (761) o 0 0 MAAATE (0 18 17 17 19 2.0
B EHHRENE (1,618)  (2,867) (2,984) (3,851) (4,364) LHMEF () 282 281 2.7 27.8 28.6
HORATERIRPTIFERA 0 3381 0 0 0 HERE (9 0.9 09 09 09 09
F8 A (74) (132) (209) (334)  (461) &) 08 0.8 0.8 0.8 08
RE A 5 A 0 0 (G10)  (208)  (377) B A A S F (%) 17.7 14.7 13.3 13.7 14.1
i F IR 929 1366 1,700 2800 2200 ff@*&q& o = ?5'[_), ,21‘9 — 19.9 19.3 19.5
Iy 1 (s0) o o o HAFR: 2 FAH BBEER (K TN
BRENTRAL 997 4,429 1,181 2,168 1,362
ALERAE (121) 1,482 (453) 803 748
A (38) 36 0 0 0
AR 1,044 886 2,404 1,951 2,755
FARKRR 886 2,404 1951 2755 3502
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