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Cleaning has never been so much fun
Hygiene services and hazardous waste treatment

Beijing Enterprises Urban Resources (“BEUR”) provides hygiene services to local
governments, as well as running hazardous waste treatment projects. BEUR
targets to consolidate the fragmented hygiene-service market with higher
mechanisation and digitalisation. Strong project wins YTD provide visibility to
revenue growth in 2020 and 2021. On the other end of the spectrum, BEUR is
running several hazardous waste treatment (“HWT”) projects, which are
monopolistic by nature due to high entry barriers.

Hygiene services + hazardous waste treatment

BEUR provides environmental hygiene services and HWT services in China. It had
its IPO in January 2020, raising net proceeds of HK$603m. Future earnings growth
will be driven by the organic project wins from hygiene services and the completion
of HWT projects.

Innovating hygiene services in China

According to Frost & Sullivan, China’s hygiene-service market is expected to
increase from Rmb262bn in 2018 to Rmb517bn in 2023. At the same time, local
governments are increasing their outsourcing, creating potential opportunities for
companies such as BEUR. BEUR differentiates itself with high mechanisation and
digitalisation to increase efficiencies and service quality. Existing contracts by end-
2019 can generate HK$2.3bn of annual revenue, over a contracted area of 150m
sqm (about 21,055 football pitches). For 2020, management targets to win service
contracts equivalent to HK$1-1.2bn of annual revenue, which means top-line
growth of at least 30% for this segment in 2020.

Hazardous waste - High entry barriers

At the other end of the spectrum, BEUR is operating a fleet of HWT projects, with
high technological and administrative entry barriers. Due to shortage of capacity in
the medium term, treatment fees (which is market-driven) are likely to remain robust
and that should support margins and returns. BEUR will compete for another four
HWT projects within 2020, possibly boosting operational capacity by another 20%.

Visible growth for 2020/2021

BEUR's strategy is straight-forward. Hygiene services and HWT are obviously more
important than before Covid-19, thus the company is confident in renewing most
of its hygiene-service contracts and is aiming at bigger contracts with longer
durations in the future. The company generated HK$636m of operating cashflow in
2019. It has budgeted capex of HK$1-1.2bn for 2020, with 30%/70% going into
hygiene services/HWT. No dividend policy is in place at the moment. BEUR is
trading at 10.8x 2019 PE, versus 31.4x 2020 consensus PE and 5.5x 2020
consensus PB of A-share comparables in the hygiene-service sector.

Financials

Year to 31 March 16A 17A 18A 19A
Revenue (HK$m) 25 912 1,864 2,711
Core profit (HK$m) 8 39 142 267
Core EPS (HK/share)* 0.002 0.011 0.040 0.074
EPS growth (% YoY) 396% 265% 88%
PE (x) nm nm 20.3 10.8
Core ROE (%) 5.2% 12.0% 15.7%
PB (x) nm nm 1.85 1.59
Net gearing (%) -23% 6% 29% 15%

Source: Company
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10 things you need to know

BJ Ent Urban - 3718 HK

Snoopin around

1. Company profile and history

a

BEUR is an integrated waste management solution
provider, providing environmental hygiene services and
hazardous waste treatment services in China.

BEUR’s business started from Guangxi in 2013, engaging in
operation of garbage transportation stations and
transportation of household waste.

In 2015, BEUR's environmental hygiene business started to
expand nationwide. In Dec 2016, BEUR further expanded
into hazardous waste treatment industry.

By end-2019, BEUR had 97 environmental hygiene service
projects and 444,100t/a of hazardous waste treatment
capacity in operation.

3. Ownership structure

Genius Link Utilities L.P.

HNW Investment Fund

BE Water Group

28.04%

24.75%

6.00%
Glowing Trend Other shareholders

9
Investment Limited 2:07%

30.20%

Shanghai Ziyue 5.34%

25.22% BEUR (3718 HK)

Note: Shareholding as of 27 March 2020

5. Capital-raising history

O BEUR went IPO on the Main Board of Hong Kong Stock
Exchange in Jan 2020. BEUR issued 900m shares at
HK$0.69/share with a net proceed of HK$603.4m after
deducting listing expense.

7. Cashflow

O BEUR’s operating cashflow was HK$636m in 2019, the
first time of turning positive since 2016.

O Capex increased from HK$104m in 2016 to HK$958m in
2019 amid its rapid business expansion.

O Free cashflow remained negative at -HK$322m in 2019.

9. Key strengths

a

BEUR benefits from strong support from BE Water and BE
Holding with their brand recognition, financial strength and
nationwide customer base.

BEUR enjoys technical advantages in hazardous waste
treatment. It is qualified to treat 38 categories of hazardous
waste among all 46 major categories under the National
Catalog.

BEUR'’s ability to offer one-stop solution in treating both
municipal solid waste and industrial waste gives it a market-
leading position and possible business opportunities.

2. How does the company make money?

a

For BEUR’s environmental hygiene business, the company
mainly gets paid from local government agencies for
providing environmental hygiene services. Since 2019,
BEUR also gets paid from enterprises for providing
property management services.

For BEUR’s hazardous waste treatment business, it mainly
gets paid from industrial companies for collection,
transportation, storage and disposal of hazardous wastes.

4. Management/board composition/auditor

a

BEUR’s board consists of nine members, with three
executive directors, three non-executive directors and
three independent non-executive directors.

BEUR’s audit committee is comprised of three members. All
of them are independent non-executive directors.

EY was the external auditor for BEUR’s IPO and 2019
annual audit.

6. Dividend history

Q
Q

BEUR hasn't distributed any dividend so far.

The board may consider declaring dividends in the future
after taking into account BEUR’s results of operations,
financial condition as well as cash requirements and
availability. There is no pre-determined payout ratio.

8. Key things to note in the accounts

a

As at Jun 2019, BEUR had seven operating concession
arrangements (out of 118 projects) with certain
governmental authorities which are under the scope of
IFRIC-12. For the six months ended 30 Jun 2019, revenue
from these operating concession arrangements amounted
to HK$56.5m, accounting for c.4% of total revenue for the
period.

In Jun 2018, BEUR disposed of Gansu Huayi, one of its
subsidiaries engaging in waste electrical and electronic
equipment treatment. The operating results for Gansu
Huayi is thus booked as profits from discontinued
operation in BEUR’s financial statements.

10. Key risks

a

BEUR’s business is dependent on the central government's
environmental protection policies, which may be subject to
changes.

BEUR’s business requires large amount of capex, yet only
start to generate cash inflows when commercial operations
begin. Thus there is a risk of mismatch between cash inflow
and outflow.

The sectors in which BEUR operates in are highly
competitive, which may adversely affect BEUR’s business
and financial condition.
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CLSA BJ Ent Urban - 3718 HK Snoopin around

Environmental hygiene services

O BEUR’s environmental hygiene services include comprehensive road cleaning,
garbage sorting, garbage collection and transportation, garbage transportation
station management, public toilet management, manure collection and
transportation, greenway maintenance, river cleaning services and property
management services.

QO As at end-2019, BEUR operated 97 environmental hygiene projects in 23
provinces, municipalities and autonomous regions, with a total contracted area
of c.150m sgm (that approximates the area of 21,055 standard football pitches),
creating an average revenue of HK$10.7 per sqm.

Figure 1

Movements in BEUR’s environmental hygiene projects
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Figure 2

Distribution of BEUR’s environmental hygiene projects as of 30 Jun 2019
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Figure 3

Contracted area of hygiene service contracts of BEUR
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O BEUR disclosed that average revenue for hygiene services was HK$10.7 per sqm
in 2019, up 16% YoY. However, if we go into details, there are many contract
terms specific to each project.

Figure 4

Average revenue per sqm
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Figure 5

BEUR’s sanitation vehicle fleet

Source: BEUR
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Project wins translate to revenue growth
Q In 2019, BEUR won hygiene-service projects with annual contract service
revenue of Rmb776m.

Q For all the hygiene-service projects accumulated till end of 2019, annual
contract service revenue would be HK$2.3bn.

Q In its 2019 results group call, BEUR said they target to win hygiene-service
contracts with annual service revenue of Rmb1bn to Rmb1.2bn.

Q So far in 2020, based on voluntary announcements in Hong Kong Stock
Exchange, BEUR has won six projects, with a total contracted value of
Rmb7,811m, corresponding to annual revenue of Rmb6é662m.

Q The new project wins could be rapidly translated into additional revenue,
usually within one to two months after winning the bid.

Q According to the company, one-third of the hygiene-service contracts have a
duration of over eight years, with another one-third having a duration of four to
eight years. For the remaining one-third of contracts, service terms are one to
three years. Most importantly, the company said that most of the contracts have
the “3+3+2” renewal terms. That means as long as the services delivered in the
first three years are satisfactory, the contracts can be renewed for another “3+2”
years.

Figure 6

Hygiene-service project win so far in 2020

Date Region Contract amount (Rmbm) Annual revenue (Rmbm)
27-Jan 20 Shenzhen 7,312 487
12-Feb 20 Shandong 154 51
17-Mar 20 Shanxi 162 54
26-Apr 20 Shandong 48 24
9-May 20 Shaanxi 114 38
14-May-20 Guangdong 20 7

Total 7,811 662

Source: BEUR

Figure 7

Duration of its hygiene service contracts
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Mechanised cleaning
QO BEUR combines high-pressure flushing and sweeping for mechanised cleaning
of roads with its extensive use of mechanised cleaning vehicles.

Figure 8

BEUR'’s comprehensive road cleaning service
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Source: BEUR

Figure 9

BEUR’s mechanised road cleaning

Source: BEUR
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Figure 10

BEUR’s mechanised road cleaning

Source: BEUR

Garbage collection and transportation

QO BEUR has built a professional team to take charge of its garbage collection and
transportation service. The company collects household garbage from
dumpsters and transport them to designated garbage transportation stations
on a daily basis with its fully enclosed vehicles.

Figure 11

Garbage collection and transportation

Source: BEUR
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Garbage transportation station management

Q Its garbage transportation management has been designed to ensure the
effectiveness and efficiency of our environmental hygiene services.

Figure 12

Garbage transportation station management
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Source: BEUR

Greenway maintenance

Q Its greenway maintenance mainly includes watering, fertilisation, weeding,
pruning, pest prevention and cleaning of greenways.

Figure 13

Greenway maintenance

Source: BEUR

Page 8 of 22

Find CLSA research on Bloomberg, Thomson Reuters, FactSet and CapitallQ - and profit from our evalu@tor proprietary database at clsa.com

Prepared for - W: johnny.lau@clsa.com


https://www.clsa.com/member/smallcaps/
http://www.clsa.com/
https://www.clsa.com
https://www.clsa.com/member/smallcaps/

CLSA BJ Ent Urban - 3718 HK

Hazardous waste treatment

a

Under BEUR’s hazardous waste treatment business, the company processes and
safely disposes of hazardous waste for industrial companies and medical
institutions and charge them waste treatment fees. Its business mainly covers
collection, transportation, storage and disposal of wastes such as medical waste
and industrial solid waste.

BEUR is qualified to process 38 categories of hazardous waste among all 46
major categories under the National Catalog.

Projects in operation: As of end-2019, BEUR had six hazardous waste
treatment projects in operation and two hazardous waste treatment projects in
trial operation. Treatment facilities of BEUR’s projects that engaged in hazard-
free waste disposal and recycling & reuse amounted to 370,396 and 250,000
tonnes per year respectively.

Projects in trial operation: Two projects with a total capacity of 176,300
tonnes/annum are in trial operation, which will enter formal operation soon.

Projects under construction: Five projects were under construction as of Dec-
2019, with a total capacity of 172,300 tonnes/year. Among that, four projects
with total capacity of 123,300 tonnes/year of harmless treatment capacity will
enter trial operation before end-2020.

Projects in preparatory phase: Future growth will likely come from projects in
preparatory phase. As of now, there are four projects with total capacity of
630,000 tonnes/year that could be come on stream before end-2021 and end-
2022, if progress is smooth.

Figure 14

BEUR: HWT projects scale

700,000 7 Tons/annum
600,000
500,000 - 444,100
400,000
300,000

200,000 A 176,300 172,300

100,000 +

O Tons /year 630.000

0 T T r
In operation Trial operation Under construction Planned
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Figure 15

BEUR’s hazardous waste transporting vehicles

Source: BEUR

Q The ASP of its HWT harmless disposal projects went up 20% YoY to HK$3,743/t
in 2019. For HWT recycling, the ASP dropped by 18% YoY, due to decrease in
the market price of methanol during the period.

Figure 16

BEUR: Hazardous waste treatment ASP
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Figure 17

BEUR: Hazardous waste treatment volume
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Environmental hygiene industry in China

O China’s environmental hygiene service market is classified into two sectors,
namely the government agency sector and the enterprise sector. In the
government agency sector, local government agencies undertake the
responsibility to provide environmental hygiene services. While for the
enterprise sector, the relevant services are outsourced to enterprises.

Q Historically, environmental hygiene services were primarily provided by the
government agencies. From 2013, with the government’s supporting policies to
encourage private investment in public services, the share of enterprise sector
started to grow.

QO The size of China's environmental hygiene service market increased from
Rmb13%9bnin 2014 to Rmb262bn in 2018 at a Cagrof 17.2%. According to Frost
& Sullivan’s forecast, the market size is expected to further increase to
Rmb517bn in 2023, at a Cagr of 14.6% from 2018. The share of enterprise
sector is expected to rise from 39% in 2018 to 71% in 2023.

Figure 18

Market size of environmental hygiene services
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Source: Frost & Sullivan, BEUR

Q The environmental hygiene service market for enterprises is highly fragmented
with ¢.4,000 market participants in 2018. The top five players only have c.11%
market share in aggregate. BEUR ranked fourth among all environmental
hygiene service providers in the enterprise sector in terms of revenue in 2018,
with a market share of c.1.6% in the enterprise sector.

Figure 19
Competitive landscape of China’s environmental hygiene service market
Ranking Company Revenue (Rmb bn) Market No of provinces Primary operating
share covered provinces
1 Company A 3.9 3.8% 22 Nationwide
2 Company B 2.7 2.7% 22 Nationwide
3 Company C 2.0 2.0% 13 Guangdong
4 BEUR 1.6 1.6% 22 Nationwide
5 Company D 1.3 1.3% 8 Guangdong
Top 5 11.5 11.4%
Others 89.6 88.6%
Total 101.1 100.0%

Source: Frost & Sullivan, BEUR
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Hazardous waste treatment industry in China

a

Figure 20

There are two major final treatment methods of hazardous waste in China,
namely resource utilisation and disposal. From 2014 to 2018, the treatment
volume of hazardous waste through resource utilisation grew from 20.6mt to
46.5mt, representing a Cagr of 22.6%. The disposal volume of hazardous waste
in China increased from 9.3mt to 29.9mt, representing a Cagr of 33.9%.

The output of hazardous waste in China increased from 36.3mt in 2014 to
79.8mt in 2018 at a Cagr of 21.8%. According to Frost & Sullivan’s forecast, the
total output of hazardous waste in China will increase to 150.7mt in 2023,
representing a Cagr of 13.6% from 2018.

Figure 21

Snoopin around
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Q The output of hazardous waste in China is unevenly distributed. In 2017, 29.5%

of the hazardous waste output was from Shandong, followed by 6.3% from
Jiangsu, and 4.9%/4.9%/4.7% from Zhejiang/Sichuan/Hunan. However, the
total designed treatment capacity for hazardous waste in these provinces were
comparably low, creating a shortage of treatment capacity in these provinces.

Figure 22

Distribution of China's hazardous waste treatment capacity
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Q The hazardous waste treatment market in China is highly fragmented, with
approximately 1,000 industry participants in 2018. The top 10 players only
account for c.10% of total treatment capacity and c.14% of total treatment
volume in aggregate. In 2018, BEUR ranked sixth and ninth among all hazardous
waste treatment companies in terms of treatment capacity and treatment

volume respectively.

Figure 23
Competitive landscape of China’s hazardous waste treatment market
Ranking Company Total designed Market share Qualified treatment
treatment capacity categories
('000 tons per year)
1 Company E 1,101.5 3.0% 44
2 Company F 399.7 1.1% 45
3 Company G 396.5 1.1% 42
4 Company H 313.1 0.9% 41
5 Company | 269.6 0.7% 36
[ BEUR 253.1 0.7% 38
7 Company J 235.0 0.6% 26
8 Company K 204.8 0.6% 26
9 Company L 191.0 0.5% 43
10 Company M 182.5 0.5% 22
Top 10 Subtotal 3,546.8 9.7%
Others 32,825.5 90.3%
Total 36,372.3 100.0%

Source: Frost & Sullivan, BEUR

Figure 24

Ranking based on actual treatment volume of hazardous waste
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574.4 4.4%
252.4 1.9%
165.2 1.3%
151.6 1.2%
148.3 1.1%
132.8 1.0%
127.1 1.0%
105.9 0.8%
80.5 0.6%
77.3 0.6%
1,815.5 13.9%
11,349.8 86.1%
13,165.3 100.0%

Source: Frost & Sullivan, BEUR, China Everbright Greentech
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Key financials

O BEUR’s revenue increased from HK$1.9bn in 2018 to HK$2.7bn in 2019, up
46% YoY, mainly driven by an increase in revenue from the environmental
hygiene services segment.

O BEUR'’s gross profit in 2019 was HK$784m, up 41% from HK$555m in 2018,
representing an overall GP margin of 29%. GP margin of the hazardous waste
treatment business was 46.5%, higher than the 24.5% of environmental hygiene
services.

O BEUR'’s core profit in 2019 increased 88% YoY to HK$267m, from HK$142m in
2018. Core ROE was 16% in 2019.

QO Net gearing in 2019 dropped to 15% versus 29% in 2018, mainly due to an
increase in cash balance.

Q BEUR went IPO on the Main Board of Hong Kong Stock Exchange in Jan 2020.
BEUR issued 900m shares at HK$0.69/share with net proceeds of HK$603.4m
after deducting listing expense.

Figure 25

Usage of IPO proceeds

Usage Percentage Value (HK$m)

Purchasing equipment and facilities for hazardous waste 36.4% 216

treatment projects

Construction hazardous waste treatment projects 15.2% 90

Purchasing sanitation vehicles 16.5% 98

Repayment of borrowings 25.3% 150

Procurement of general working capital 6.6% 39

Total 100.0% 593

Source: BEUR

Figure 26 Figure 27
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Py —
2,500 1 400 1
540
2,000 300 1 281 547
176
q 200 -
1,500 422 142
1,000 - 106 100 4
] Locs 39
= 1,264 ,L
500 A 0 T T
662
(27) (29)
0 (100) -
2016 2017 2018 (restated) 2019 2016 2017 2018 {restated) 2019
Source: BEUR Source: BEUR, CLSA. Note: we calculate the "core profit" and margins based on the actual
numbers reported by the company.
Figure 28 Figure 29
Margins Net gearing
100% 79% B GP margin OEBIT margin W Net margin O Net gearing
40%
50% 37%
3 27% 30% 1700 23% 29% 1o% 30%
0% 20% A
3% 10% 29%
: 15%
-50% 9
0% T G T T
-100% -10% 1 -23%
-110% -20%
-150%
-30% -
2016 2017 2018 2019
2016 2017 2018 2019
Source: BEUR, CLSA Source: BEUR, CLSA
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Figure 30 Figure 31
Cashflow Core ROE
800 7 HK$m  mOperating cash flow 636 18% 4 @ Core ROE
5
600 - O Capex* 16% A -
[}
400 Free cash flow 12% |
J 12%
200 12% 4
0 A
10% 1
(200) 4
8% 1
(400) +
o 5%
(600) &% °
(800) A 4% 1
(722)(775) .
1,000) O
{ ) (958)
(1,200) -~ 0% T
2016 2017 2018 (restated) 2019 2017 2018 2019

Note: *Positive capex in 2017 was mainly due to cash from acquired company. Source: BEUR

Figure 32

Source: BEUR, CLSA. Note: Core ROE is estimated based on estimated core profit, which we
calculate based on the actual numbers reported by the company.

Figure 33

Revenue by segment

Gross profit by segment

3,000 A HK$m B Environmental hygiene services OHazardous waste treatment H Others
2,500
2,000
176

1,500 422
1,000 - 106

500 1

0
2016 2017 2018 (restated) 2019

900 7 HK$m
800 A
700 A
600 1
500 1
400 1
300 1
200 A
100 1

@ Environmental hygiene services
O Hazardous waste treatment business
B Others

229

251

0 ra
2016

2017 2018 (restated)

2019

Source: BEUR

Figure 34

Source: BEUR

Figure 35

Segment results breakdown

GP margin by segment

600 7 HK$m B Environmental hygiene services
OHazardous waste treatment business
500 + W Others 39
400 1 197
35
300 A
200 1 214
100 1 68
0 ©
2016 2017 2018 (restated) 2019

60%

50% \
40%

30%

20%

10% Environmental hygiene services === Hazardous waste treatment business

e QOverall
0% T T
2016 2017 2018 (restated)

2019

Source: BEUR

Source: BEUR, CLSA
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Financials is easy to comprehend

Q Anyone who cover the environmental companies listed in Hong Kong would
probably be driven perplexed by the complicated IFRIC-12 accounting. We
believe that some professional accountants would share the view that it is not
easy to understand.

QO Thegood newsis, for BEUR, most of the projects, revenue, profit are recognised
in normal accounting. That means the earnings and valuation can be interpreted
without much tweak.

O For the year 2018, 97%/96% of its total revenue/gross profit were recognised
in normal accounting.

Figure 36 Figure 37
BEUR: Revenue mostly in normal accounting BEUR: Gross profit mostly in normal accounting
2,500 q HK$m BIFRIC-12 ONormal accounting 700 7 HK$m BIFRIC-12 reverue O Normal accounting
600 A
2,000 A
500 A
1,500 1 400 4
1,000 1 1,969 300 555
200 1
500 o
697 100 | 193
0 * 4]
2016 2017 2018 2016 2017 2018
Source: BEUR Source: BEUR

Valuation comparison

QO BEUR is trading at 10.8x 2019 PE, versus 31.4x 2020 consensus PE and 5.5x
2020 consensus PB of A-share comparables in the hygiene service sector.

Figure 38
Comparable - Environmental hygiene services
Ticker Company name 2018 2019 2018 2019 2020 2020
revenue revenue attributable attributable consensus  consensus
profit profit PE PB
In HK$m
3718 HK Beijing Enterprises Urban Resources 1,863 2,711 430 281 7.4 1.3
In Rmbm
002973 CH Qiaoyin Environmental Tech 1,576 2,195 103 131 55.6 8.6
300815 CH EIT Environmental Development 2,816 3,595 182 313 35.8 9.4
000967 CH Infore Environment Technology 13,045 12,696 929 1,362 12.8 1.3
603686 CH Fujian Longma Environmental 3,444 4,228 236 270 21.2 2.9
Comparables average 31.4 5.5

Source: Bloomberg
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BEUR - HWT projects in operation

Status Project name Chinese name Location Business Treatment Commencem Treatment Designed
model Type entdate of method(s) treatment
operation capacity (Tons
per annum)
In operation Shandong Industrial W T4 EaeRs Shandong Self- Waste January 2017 Landfill 54,000
Solid Waste Disposal N owned and disposal
Center Project - MERE+FLIEE operated
Landfill
In operation Shandong Industrial W T4 EaeRs Shandong Self- Waste January 2017 Wastewater 14,400
Solid Waste Disposal N owned and disposal and liquid
Center Project - Liquid MERE+FLIEE operated waste
waste flocculation
and
purification
In operation Shandong Industrial W T4 EaeRs Shandong Self- Waste January 2017 Incineration 13,000
Solid Waste Disposal N owned and disposal
Center Project - MEEHOIER operated
Incineration
In operation  Ningxia Ruiyuan Waste BEEERERE Ningxia Self- Recycling March 2018 Distillation, 200,000
Methanol and Mixed _ ____ Jm owned and and extraction
Alcohol Recycling and KRR B RIRF operated reuse of alcohol
Reuse Project IEE
In operation Guangxi Guigang BT LK Guangxi BOO Waste January 2016 Heated 1,650
BEWG Medical Waste __ . disposal steam
Disposal Center EREEETL sterilization
Project 152
In operation Ge'ermu Industrial BEATRELE Qinghai O&M Waste March 2018 Landfill 100,000
Waste Centralized disposal
Disposal Project FRERR
In operation Shouguang Industrial =i T 2 E RLEs Shandong Self- Waste June 2018 Incineration 9,000
Solid Waste Disposal N owned and disposal
Center Project MERE+FLIEE operated
In operation Chongging Plastics EEEESATIA Chongging Self- Recycling April 2018 Plastic 50,000
Comprehensive owned and and recycling
Utilization Project 5B operated reuse
Source: BEUR
Figure 40
BEUR - HWT projects in trial operation
Status Project name Chinese name Location Business Treatment Expected date of Treatment Designed
model Type operation method(s) treatment
commencement capacity (Tons
per annum)
In trial Yaojiagang Industrial HEBEET Hubei Self- Waste The fourth Landfill 79,346
operation Waste - Landfill | N owned and disposal quarter of
Treatment and REMRERE operated 2019
Recycling Project TBIEE
In trial Yaojiagang Industrial HEBSET Hubei Self- Waste The fourth Wastewater 20,000
operation Waste N owned and disposal quarter of and liquid waste
Treatment and REMRERE operated 2019 flocculation and
Recycling Project - TBIEE purification
Liquid waste
In trial Yaojiagang Industrial HEBSET Hubei Self- Waste The fourth Incineration 27,000
operation Waste N owned and disposal quarter of
Treatment and REMRERE operated 2019
Recycling Project - TBIEE
Incineration
In trial Hami Nangang EIRT R S Xinjiang Self- Waste The fourth Cement Kiln Co 50,000
operation Construction . _ owned and disposal quarter of - processing
Materials Cement KRR operated 2019
Kiln Co-Processing BT XEIEE
Industrial Waste
Project

Source: BEUR
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BEUR - HWT projects in under construction

Status

Under
construction

Under
construction

Under
construction

Under
construction

Under
construction

Under
construction

Under

construction

Under
construction

Project name

Shandong Industrial
Solid

Waste Disposal Center
Project -

Phase Il

Shouguang Industrial
Solid Waste

Disposal Center
Project - Phase Il

Shouguang Industrial
Solid Waste

Disposal Center
Project - Phase Il

Shouguang Industrial
Solid Waste

Disposal Center
Project - Phase Il

Guangxi Guigang
BEWG

Medical Waste
Disposal Center
Upgrading Project

Xianju Waste
Incineration Disposal
Center Project

Zigong Industrial
Waste Disposal
and Recycling Project

Zigong Industrial
Waste Disposal
and Recycling Project

Chinese name

LIRETHER
BRI E IR
B(ZH)

SN IHEERE
BEIEREFOT
EIEE (ZH))
SN IHEERE
BEIERE T OT
EIEE (ZH))

SN IHEERE
BEIERE T OT
EIEE (ZH))

EFEEItEK
BEREEYRE
L EEIRE

IEFREREE
BREFOIER

BEmILERE
BEMRENREIR
WIEE

BEmILERE
BEMRENREIR
WIEE

Location

Shandong

Shandong

Shandong

Shandong

Guangxi

Zhejiang

Sichuan

Sichuan

Business
model

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Self-
owned and
operated

Treatment
Type

Waste
disposal

Waste
disposal

Waste
disposal

Waste
disposal

Waste
Disposal

Waste
disposal

Recycling
and
reuse

Recycling
and
reuse

Expected date Treatment Designed
of method(s) treatment
operation capacity
commencement (Tons per
annum)
The first Incineratio 33000
quarter of n
2021
The first Incineratio 30,000
quarter of n
2021
The first Wastewate 18,376
quarter of rand liquid
2021 waste
flocculatio
n and
purification
The first Landfill 22,298
quarter of
2021
The third Heated 3,650
quarter steam
of 2019 sterilizatio
n
The first Incineratio 15,000
quarter of n
2021
The first Incineratio 30,000
quarter of n
2021(
The first Landfill 20,000
quarter of
2021

Source: BEUR
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Research subscriptions
To change your report distribution requirements, please contact your CLSA sales representative or email us at cib@clsa.com.
You can also fine-tune your Research Alert email preferences at https:/www.clsa.com/member/tools/email_alert/.

Companies mentioned

BJ Ent Urban (N-R)

BE Water (371 HK - HK$2.98 - BUY)
Beijing Ent (392 HK - HK$26.15 - BUY)
CE Greentech (1257 HK - HK$3.11 - BUY)
EIT Environmental Development (N-R)
Ernst & Young (N-R)

Frost & Sullivan (N-R)

Fujian Longma Environmental (N-R)
Gansu Huayi (N-R)

Genius Link Utilities (N-R)

Glowing Trend Investment Limited (N-R)
HK Exchanges (N-R)

HNW Investment Fund (N-R)

Infore Enviro Tech (N-R)

Qiaoyin Environmental Tech (N-R)
Shanghai Ziyue (N-R)

Analyst certification

The analyst(s) of this report hereby certify that the views expressed in this research report accurately reflect my/our own personal
views about the securities and/or the issuers and that no part of my/our compensation was, is, or will be directly or indirectly
related to the specific recommendation or views contained in this research report.

Important disclosures

Recommendation history of Beijing Enterprises Holdings Ltd 392 HK
— Shantnu Phutela ® BUY A O-PF

g Other analysts v U-PF x SELL
T 50- No coverage m N-R
O]
°
< A )
2 45+
¥4
[8]
% A
40
351
301
25 T T T T T T T T T
Sep 17 Jan 18 May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20
Date Rec Target Date Rec Target
15 Nov 2019 BUY 46.00 21 May 2017 O-PF 42.00
12 Jul 2017 O-PF 46.00

Source: CLSA
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— — Johnny Lau, CFA e BUY a4 O-PF
§+ Other analysts v U-PF % SELL
¥ No coverage m N-R °
(0] @
O ® 0
a 81 ° PY L
¥4
[8]
2
n
6 -
4 -
Sep 17 Jan 18 May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20
Date Rec Target Date Rec Target
27 Feb 2020 BUY 8.30 24 Mar 2019 BUY 8.60
26 Feb 2020 BUY 8.20 07 Mar 2019 BUY 8.40
26 Nov 2019 BUY 8.10 03 Mar 2019 BUY 7.90
13 Aug 2019 BUY 9.10 24 Oct 2018 BUY 7.80
Source: CLSA
Recommendation history of Beijing Enterprises Water 371 HK
— — Johnny Lau, CFA e BUY a O-PF
w7 Other analysts v U-PF % SELL
x No coverage m N-R
~ )
(V]
0
g 6 ° .
X [ J
S ® ° ¢
n
5 -
4 -
3 -
Sep 17 Jan 18 May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20
Date Rec Target Date Rec Target
26 Feb 2020 BUY 5.60 30 Aug 2018 BUY 5.50
29 Aug 2019 BUY 5.70 02 Apr 2018 BUY 6.00
28 Mar 2019 BUY 5.80 09 Mar 2018 BUY 6.50
01 Feb 2019 BUY 5.40

Source: CLSA

The policy of CLSA and CL Securities Taiwan Co., Ltd. (“CLST") is to
only publish research that is impartial, independent, clear, fair, and not
misleading. Regulations or market practice of some
jurisdictions/markets prescribe certain disclosures to be made for
certain actual, potential or perceived conflicts of interests relating to a
research report as below. This research disclosure should be read in
conjunction with the research disclaimer as set out at
www.clsa.com/disclaimer.html and the applicable regulation of the
concerned market where the analyst is stationed and hence subject to.
Investors are strongly encouraged to review this disclaimer before
investing.

Neither analysts nor their household members/associates/may
have a financial interest in, or be an officer, director or advisory board
member of companies covered by the analyst unless disclosed herein.
In circumstances where an analyst has a pre-existing holding in any
securities under coverage, those holdings are grandfathered and the

analyst is prohibited from trading such securities.

Unless specified otherwise, CLSA/CLST or its respective affiliates,
did not receive investment banking/non-investment banking income
from, and did not manage/co-manage a public offering for, the listed
company during the past 12 months, and it does not expect to receive
investment banking compensation from the listed company within the
coming three months. Unless mentioned otherwise, CLSA/CLST does
not own 1% or more of any class of securities of the subject company,
and does not make a market, in the securities. (For full disclosure of
interest for all companies mention on this report, please refer to
http://www.clsa.com/member/research_disclosures/ for details.)

The analysts included herein hereby confirm that they have not
been placed under any undue influence, intervention or pressure by
any person/s in compiling this research report. In addition, the analysts
attest that they were not in possession of any material, non-public
information regarding the subject company at the time of publication
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of the report. Save from the disclosure below (if any), the analyst(s)
is/are not aware of any material conflict of interest.

As analyst(s) of this report, |/we hereby certify that the views
expressed in this research report accurately reflect my/our own
personal views about the securities and/or the issuers and that no part
of my/our compensation was, is, or will be directly or indirectly related
to the specific recommendation or views contained in this report or to
any investment banking relationship with the subject company covered
in this report (for the past one year) or otherwise any other relationship
with such company which leads to receipt of fees from the company
except in ordinary course of business of the company. The analyst/s
also state/s and confirm/s that he/she/they has/have not been placed
under any undue influence, intervention or pressure by any person/s
in compiling this research report. In addition, the analysts included
herein attest that they were not in possession of any material,
nonpublic information regarding the subject company at the time of
publication of the report. The analysts further confirm that none of the
information used in this report was received from CLSA's Corporate
Finance department or CLSA's Sales and Trading business. Save from
the disclosure below (if any), the analyst(s) is/are not aware of any
material conflict of interest.

For the companies under research coverage, CLSA, CLSA Americas
and/or CLST expect(s) to receive or intend(s) to seek compensation for
investment banking services from Beijing Enterprises Water in the next
three months.

Key to CLSA/CLST investment rankings: BUY: Total stock return
(including dividends) expected to exceed 20%; O-PF: Total expected
return below 20% but exceeding market return; U-PF: Total expected
return positive but below market return; SELL: Total return expected
to be negative. For relative performance, we benchmark the 12-month
total forecast return (including dividends) for the stock against the 12-
month forecast return (including dividends) for the market on which
the stock trades.

We define as “Double Baggers” stocks we expect to yield 100% or
more (including dividends) within three years at the time the stocks are
introduced to our “Double Bagger” list. "High Conviction" Ideas are not
necessarily stocks with the most upside/downside, but those where
the Research Head/Strategist believes there is the highest likelihood
of positive/negative returns. The list for each market is monitored
weekly.

Overall rating distribution for CLSA (exclude CLST) only Universe:
Overall rating distribution: BUY / Outperform - CLSA: 72.63%,
Underperform / SELL - CLSA: 27.28%, Restricted - CLSA: 0.36%; Data
as of 31 Mar 2020. Investment banking clients as a % of rating
category: BUY / Outperform - CLSA: 9.03%, Underperform / SELL -
CLSA: 2.80%; Restricted - CLSA: 0.18%. Data for 12-month period
ending 31 Mar 2020.

Overall rating distribution for CLST only Universe: Overall rating
distribution: BUY / Outperform - CLST: 71.43%, Underperform / SELL
- CLST: 28.57%, Restricted - CLST: 0.00%. Data as of 31 Mar 2020.
Investment banking clients as a % of rating category: BUY /
Outperform - CLST: 0.00%, Underperform / SELL - CLST: 0.00%,
Restricted - CLST: 0.00%. Data for 12-month period ending 31 Mar
2020.

There are no numbers for Hold/Neutral as CLSA/CLST do not have
such investment rankings. For a history of the recommendation, price
targets and disclosure information for companies mentioned in this
report please write to: CLSA Group Compliance, 18/F, One Pacific
Place, 88 Queensway, Hong Kong and/or; (c) CLST Compliance (27/F,
95, Section 2 Dun Hua South Road, Taipei 10682, Taiwan, telephone
(886) 2 2326 8188). EVA® is a registered trademark of Stern, Stewart
& Co. "CL" in charts and tables stands for CLSA estimates, “CT” stands
for CLST estimates, "CRR" stands for CRR Research estimates and “CS”
for Citic Securities estimates unless otherwise noted in the source.

This publication/communication is subject to and incorporates the
terms and conditions of use set out on the www.clsa.com website
(https://www.clsa.com/disclaimer.html). Neither the
publication/communication nor any portion hereof may be reprinted,
sold, resold, copied, reproduced, distributed, redistributed, published,
republished, displayed, posted or transmitted in any form or media or
by any means without the written consent of CLSA and/or CLST. CLSA
and/or CLST has/have produced this publication/communication for
private circulation to professional, institutional and/or wholesale
clients only, and may not be distributed to retail investors. The
information, opinions and estimates herein are not directed at, or
intended for distribution to or use by, any person or entity in any
jurisdiction where doing so would be contrary to law or regulation or
which would subject CLSA, and/or CLST to any additional registration
or licensing requirement within such jurisdiction. The information and
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statistical data herein have been obtained from sources we believe to
be reliable. Such information has not been independently verified and
we make no representation or warranty as to its accuracy,
completeness or correctness. Any opinions or estimates herein reflect
the judgment of CLSA and/or CLST at the date of this
publication/communication and are subject to change at any time
without notice. Where any part of the information, opinions or
estimates contained herein reflects the views and opinions of a sales
person or a non-analyst, such views and opinions may not correspond
to the published view of CLSA and/or CLST. Any price target given in
the report may be projected from one or more valuation models and
hence any price target may be subject to the inherent risk of the
selected model as well as other external risk factors. Where the
publication does not contain ratings, the material should not be
construed as research but is offered as factual commentary. It is not
intended to, nor should it be used to form an investment opinion about
the non-rated companies.

This publication/communication is for information purposes only
and it does not constitute or contain, and should not be considered as
an offer or invitation to sell, or any solicitation or invitation of any offer
to subscribe for or purchase any securities in any jurisdiction and
recipient of this publication/communication must make its own
independent decisions regarding any securities or financial instruments
mentioned herein. This is not intended to provide professional,
investment or any other type of advice or recommendation and does
not take into account the particular investment objectives, financial
situation or needs of individual recipients. Before acting on any
information in this publication/communication, you should consider
whether it is suitable for your particular circumstances and, if
appropriate, seek professional advice, including tax advice.
Investments involve risks, and investors should exercise prudence and
their own judgment in making their investment decisions. The value of
any investment or income my go down as well as up, and investors may
not get back the full (or any) amount invested. Past performance is not
necessarily a guide to future performance. CLSA and/or CLST do/does
not accept any responsibility and cannot be held liable for any person’s
use of or reliance on the information and opinions contained herein. To
the extent permitted by applicable securities laws and regulations,
CLSA and/or CLST accept(s) no liability whatsoever for any direct or
consequential loss arising from the use of this
publication/communication or its contents.

To maintain the independence and integrity of our research, our
Corporate Finance, Sales Trading, Asset Management and Research
business lines are distinct from one another. This means that CLSA’s
Research department is not part of and does not report to CLSA
Corporate Finance department or CLSA’s Sales and Trading business.
Accordingly, neither the Corporate Finance nor the Sales and Trading
department supervises or controls the activities of CLSA’s research
analysts. CLSA’s research analysts report to the management of the
Research department, who in turn report to CLSA’'s senior
management. CLSA has put in place a number of internal controls
designed to manage conflicts of interest that may arise as a result of
CLSA engaging in Corporate Finance, Sales and Trading, Asset
Management and Research activities. Some examples of these controls
include: the use of information barriers and other controls designed to
ensure that confidential information is only shared on a “need to know”
basis and in compliance with CLSA’s Chinese Wall policies and
procedures; measures designed to ensure that interactions that may
occur among CLSA’s Research personnel, Corporate Finance, Asset
Management, and Sales and Trading personnel, CLSA’s financial
product issuers and CLSA's research analysts do not compromise the
integrity and independence of CLSA’s research.

Subject to any applicable laws and regulations at any given time,
CLSA, CLST, their respective affiliates, officers, directors or employees
may have used the information contained herein before publication
and may have positions in, or may from time to time purchase or sell or
have a material interest in any of the securities mentioned or related
securities, or may currently or in future have or have had a business or
financial relationship with, or may provide or have provided corporate
finance/capital markets and/or other services to, the entities referred
to herein, their advisors and/or any other connected parties. As a
result, you should be aware that CLSA and/or CLST and/or their
respective affiliates, officers, directors or employees may have one or
more conflicts of interest. Regulations or market practice of some
jurisdictions/markets prescribe certain disclosures to be made for
certain actual, potential or perceived conflicts of interests relating to
research reports. Details of the disclosable interest can be found in
certain reports as required by the relevant rules and regulation and the
full details are available at
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therein include the position of CLSA and CLST only. Unless specified
otherwise, CLSA did not receive any compensation or other benefits
from the subject company, covered in this publication/communication,
or from any third party. If investors have any difficulty accessing this
website, please contact webadmin@clsa.com on +852 2600 8111. If
you require disclosure information on previous dates, please contact
compliance_hk@clsa.com.

This publication/communication is distributed for and on behalf of
CLSA (for research compiled by non-US and non-Taiwan analyst(s)),
and/or CLST (for research compiled by Taiwan analyst(s)) in Australia
by CLSA Australia Pty Ltd (AFSL License No: 350159); in Hong Kong
by CLSA Limited (Incorporated in Hong Kong with limited liability); in
India by CLSA India Private Limited, (Address: 8/F, Dalamal House,
Nariman Point, Mumbai 400021. Tel No: +91-22-66505050. Fax No:
+91-22-22840271; CIN: U67120MH1994PLC083118; SEBI
Registration No: INZ0O00001735 as Stock Broker, INM0O00010619 as
Merchant Banker and INHO00001113 as Research Analyst,; in
Indonesia by PT CLSA Sekuritas Indonesia; in Japan by CLSA Securities
Japan Co., Ltd.; in Korea by CLSA Securities Korea Ltd.; in Malaysia by
CLSA Securities Malaysia Sdn. Bhd.; in the Philippines by CLSA
Philippines Inc (a member of Philippine Stock Exchange and Securities
Investors Protection Fund); in Singapore by CLSA Singapore Pte Ltd
and solely to persons who qualify as an "Institutional Investor",
"Accredited Investor" or "Expert Investor" MCI (P) 086/12/2019; in
Thailand by CLSA Securities (Thailand) Limited; in Taiwan by CLST and
in the EU and United Kingdom by CLSA Europe BV or CLSA (UK).

United States of America: Where any section is compiled by non-
US analyst(s), it is distributed into the United States by CLSA solely to
persons who qualify as "Major US Institutional Investors" as defined in
Rule 15a-6 under the Securities and Exchange Act of 1934 and who
deal with CLSA Americas. However, the delivery of this research report
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to any person in the United States shall not be deemed a
recommendation to effect any transactions in the securities discussed
herein or an endorsement of any opinion expressed herein. Any
recipient of this research in the United States wishing to effect a
transaction in any security mentioned herein should do so by
contacting CLSA Americas.

The European Union (“EU”) and the United Kingdom: In these
jurisdictions, this research is a marketing communication. It has not
been prepared in accordance with the legal requirements designed to
promote the independence of investment research, and is not subject
to any prohibition on dealing ahead of the dissemination of investment
research. The research is disseminated in these countries by either
CLSA (UK) or CLSA Europe BV. CLSA (UK) is authorised and regulated
by the Financial Conduct Authority. CLSA Europe BV is authorised and
regulated by the Authority for Financial Markets in the Netherlands.
This document is directed at persons having professional experience in
matters relating to investments as defined in the relevant applicable
local regulations. Any investment activity to which it relates is only
available to such persons. If you do not have professional experience
in matters relating to investments you should not rely on this
document. Where the research material is compiled by the UK
analyst(s), it is produced and disseminated by CLSA (UK) and CLSA
Europe BV. For the purposes of the Financial Conduct Rules in the
United Kingdom and MIFID Il in other European jurisdictions this
research is prepared and intended as substantive research material.

For all other jurisdiction-specific disclaimers please refer to
https://www.clsa.com/disclaimer.html. The analysts/contributors to
this publication/communication may be employed by any relevant
CLSA entity or CLST, which is different from the entity that distributes
the publication/communication in the respective jurisdictions.© 2020
CLSA and/or CL Securities Taiwan Co., Ltd. (“CLST").
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