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Key Data
52Wk H/L(SG$) 0.205/0.06
Issued shares (mn) 8,589.3
Market cap (SG$ mn) 1,606.2
3-mth avg daily turnover (SG$ mn) 5.04
Major shareholder(s) (%):

Shanghai Industrial Hldgs 46.71

China Energy Conservation 13.02
Source(s): Company, Bloomberg
FY12 Revenue breakdown (%)
Waste water treatment 40.7
Water purification treatment 25.6
Construction and others 33.7
Source(s): Company, ABCI Securities
Share performance (%)

Absolute Relative*

1-mth 37.78 43.56
3-mth 89.80 93.39
6-mth 165.71 149.97

*Relative to HSI
Source(s): Bloomberg
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SIIC Environment (SIIC SP)

Key takeaways from management meeting

SIIC Environment (SIIC) is mainly engaged in the operation of waste water
treatment, water purification treatment and construction businesses
(including power plant EPC and municipal EPC). We have summarized
some key points after meeting the CFO of SIIC, Raymond Tan

With its solid shareholder background, SIIC’s ability to secure projects has
been much strengthened since its restructuring in 2010. Business growth will
be driven both organically and by M&A

Positive catalysts in 2014 include potential asset injection from parent and
listing on HKEX.

Strong shareholder background helps secure projects. As the water treatment
industry is capital intensive, competitiveness of its industry players rely heavily on
their ability to win projects and obtain sufficient funding to develop the awarded
projects. After SIIC’s share restructuring in 2010, Shanghai Industrial Holdings
(SIHL) has become the largest shareholder with a 46.7% stake at present. Backed
by a strong shareholder background, SIIC’s funding cost was as low as 4.7%
compared to the industry average at 5%-7%, which is a major competitive
advantage for the Group in project bids. Since its restructuring, SIIC's water
treatment capacity has increased 290% to 3.9mn tons/day. Currently, the Group’s
projects are covering 12 provinces in China.

Growth drivers in 2014: SIIC’s operation will continue to expand through organic
growth and M&A. Organic growth will be achieved through securing more BOT
projects and upgrading its existing plants that would allow SIIC to raise the water
tariff. Returns of projects acquired through M&A are evaluated through the NPV
method and management expects IRR on BOT projects to be at least 8%. SIIC
plans to increase its water treatment capacity by 1mn ton/day each year for the
next few years (representing a capacity growth of 25% YoY for 2014) with an
annual CAPEX of RMB 2bn. Recent placement of 3.1bn shares with total proceeds
of S$ 263.5 in Dec 2013 has helped enhance capital and allow the Group to secure
more funding through leveraging. Management targets to maintain the FY14E EPS
at levels similar to FY13E. To achieve that, FY14E net profit would have to increase
by more than 50% YoY considering the earnings dilution to be resulted from the
share placement in Dec 2013.

Asset injection as potential catalyst. As SIHL also holds a 47.5% stake in
General Water, a private company with a water treatment capacity of 5.5 mn
tons/day in China, potential asset injection from the parent is possible in the future.
No defined schedule, however, has been disclosed by the Group yet.

Dual listing may drive up valuation: Based on the data from Bloomberg, the
Group’s comparable peers BEWG (371 HK) and CEB (257 HK) are trading at 4.2x
and 3.1x FY13E P/B while SIIC is trading at 3.0x FY13E P/B. Management is
pursuing listing on HKEx by mid-2014. Given SIIC’s higher ROE than BEWG
(11.1% vs 9.7%), its share valuation in SGX could be driven up by the HK-listed
peers.

Results and Valuation

FY ended Dec 31 2009A 2010A 2011A 2012A 9M13
Revenue (RMB mn) 319.3 282.4 519.5 804.5 1,059.70
Chg (%,YoY) (17.4) (11.6) 84.0 54.9 28.9
*Net Income (RMB mn) (179.5) 22.1 110.1 130.5 176.0
Chg (%,YoY) N/A N/A 398.10% 18.50% 15.30%
*EPS (RMB) -0.9114 0.0114 0.0321 0.0258 0.0321
BVPS (RMB) 0.9871 0.1781 0.2088 0.959 0.0631*
Chg (%,YoY) 15.4 329 39.6 0.2596 9.1
P/E (x) N/A N/A N/A 26.76 N/A
P/B (x) N/A N/A N/A 0.94 2.94*
ROA(%) (12.2) 1.6 45 3.1 14.5
ROE (%) (63.3) 7.4 15.2 11.1 N/A
DPS(RMB) 0 0 0 0 0
Net gearing (%) 306.5 101.5 59.3 91.1 29.8

* 9M13 BVPS and PB were annualized based on 1H13 financials and incorporated impact of the

Source(s): Bloomberg, SICC, ABCI Securities estimates

placement completed in Dec 2013
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Exhibit 1: Business breakdown by project quantity

Risk factors: 1) Failure in asset injection and/or listing on HKEX; 2) Execution
risks in M&A; 3) Aggressive project bidding may lower returns; 4) Competition
with controlling shareholder in water treatment business; 5) New business
risks of non-water treatment projects; 6) No dividend record

Exhibit 2: Capacity breakdown by project location (total 3.9mn
tons/day)
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Exhibit 3: Project quantity by province

Province

Wastewater Treatment/
Reclaimed Water Water Supply Waste incineration Total
Treatment
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Fujian
Guangxi
Henan
Liaoning
Shanxi
Yunnan
Zhejiang
Shanghai
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Exhibit 4: Sector Valuation Summary (Data as of Jan 9, 2014)

Company Ticker curr Price FY12 FY13E FY14E FY13E FY12 FY12 - FY13E

P/E(X) P/E(X) P/E (X) P/B (X) ROAA ROAE  Yield (%)
SIIC Environment SIIC SP SG$ 0.186 26.76 - - 2.94 3.69 13.45 0.00
China Everbright 275 HK HK$ 10.44 35.44 33.25 27.19 4.20 7.11 14.96 0.62
BEWG 371 HK HK$ 4.50 37.01 32.37 24.86 3.09 2.72 9.44 1.00

Source(s): Bloomberg, ABCI Securities estimates
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Disclosures

Analyst Certification

I, Lee Oi Yee, Lisa being the person primarily responsible for the content of this
research report, in whole or in part, hereby certify that all of the views
expressed in this report accurately reflect my personal view about the subject
company or companies and its or their securities. | also certify that no part of
my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report. | and/or my associates
have no financial interests in relation to the listed company (ies) covered in this
report, and | and/or my associates do not serve as officer(s) of the listed
company (ies) covered in this report.

Disclosures of Interests

ABCI Securities Company Limited and/or its affiliates may pursue financial
interests to the companies mentioned in the report.

Definition of equity rating

Rating Definition

Buy Stock return = Market return rate

Hold Market return — 6% < Stock return < Market return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross
dividend yield over the next 12 months

Market return: 5(year average market return rate from 2007(2011

Time horizon of share price target: 12(month

Definition of share price risk
Rating Definition
Very high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 <180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 =180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark
index. Benchmark index: Hang Seng Index.

Volatility is calculated from the standard deviation of day to day logarithmic
historic price change. The 180(day price volatility equals the annualized
standard deviation of the relative price change for the 180 most recent trading
days closing price.

Disclaimers

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by applicable law. It has no regard to the
specific investment objectives, financial situation or particular needs of any
specific recipient. It is published solely for informational purposes and is not to
be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. No representation or warranty, either expresses or
implied, is provided in relation to the accuracy, completeness or reliability of
the information contained herein. This report should not be regarded by
recipients as a substitute for the exercise of their own judgment. Any opinions
expressed in this report are subject to change without notice and may differ or
be contrary to opinions expressed by other business areas as a result of using
different assumptions and criteria. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in materially
different results. The analyst(s) responsible for the preparation of this report
may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting
market information. ABCI Securities Company Limited is under no obligation to
update or keep current the information contained herein. ABCI Securities
Company Limited relies on information barriers to control the flow of
information contained in one or more areas within ABCI Securities Company
Limited, into other areas, units, groups or affiliates of ABCI Securities
Company Limited. The compensation of the analyst who prepared this report is
determined exclusively by research management and senior management (not
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including investment banking). Analyst compensation is not based on
investment banking revenues, however, compensation may relate to the
revenues of ABCI Securities Company Limited as a whole, of which
investment banking, sales and trading are a part. The securities described
herein may not be eligible for sale in all jurisdictions or to certain categories of
investors. The price and value of the investments referred to in this research
and the income from them may fluctuate. Past performance is not necessarily
indicative of future results. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related instrument
mentioned in this report. For investment advice, trade execution or other
enquiries, clients should contact their local sales representative. Neither ABCI
Securities Company Limited nor any of its affiliates, directors, employees or
agents accepts any liability for any loss or damage arising out of the use of all
or any part of this report. Additional information will be made available upon
request.
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form by any means or (i) redistributed without the prior written consent of ABCI
Securities Company Limited.

Office address: ABCI Securities Company Limited, 13/F Fairmont House,
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