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Stable Growth of Results in 2014

In H1 of 2014, revenue of the Company was RMB 849 million, an increase of 19.92%
compared with the same period of 2013. Net profits of Company shareholders were 174
million, an increase of 19.57% yoy. As shown in the positive profit forecast of the results in
2014, the revenue of the whole 2014 were 2.048 billion, an increase of 29.35% vyoy
compared with 2013 and the net profits of company shareholders grew by 20.8% yoy, which
indicated the stable growth of company operations.

Development of all Businesses Hand in Hand

In H1 of 2014, revenue of industrial waste disposal business was RMB 647 million, an
increase of 17.62% yoy, among which, the revenue of resource sales business was 492
million, an increase of 12.35% yoy. Because copper prices continuously remained low and
the Company implemented hedging, we expect that the decline of copper prices would have
a limited influence on the resource sales business. The revenue of industrial waste disposal
was 155 million with sharp growth of 38.23% yoy. The revenue of municipal waste disposal
business was 122 million, an increase of 31.27% yoy.

Rapid Growth in 2015

In H2 of 2014, Northern Guangdong Project, Hade Project and Jiangmen Project were put
into operation successively, with the scales of 500 thousand tons, 60 thousand tons and
198.5 tons respectively. The disposal ability of the Company reached 1188.5 thousand tons,
which was great growth in scale compared with the scale of 430 thousand tons at the end of
2013. It is expected that in 2015 and the following two or three years, the Company will
embrace the high-speed growth period of results.

Waste gains more attention

In this year's National People’s congress and the Chinese Political Consultative Conference,
the national association of industry and commerce submitted Proposal of Dismantling
Subsidy of Waste Household Appliance, suggesting to offer household appliances
dismantling enterprises subsidies, rise up the industry doorsill, weed out small enterprises
and non-technical companies in this industry and improve industrial concentration ratio, so
that as a leader of the waste industry, the Company will benefit. Although it is only a
proposal, we believe that in the future the waste industry will be reformed and gain more
attention.

Valuation

As a leader of this waste industry, the Company possesses tremendous development
potential. Operation in the waste industry requires business certificate, which is issued in
limited amount in all places, so the industry doorsill is proved to be high. However, the
Company owns 46 of the 49 business certificates for waste. The Company's performance
and appraisement show a rising trend according to policy's release of good news and the
Company's new projects’ commissioning in succession. We give the target price 35.31 HKD
of 12 months on the company, equivalent to 25/17 times prospective PE ratio of that in
2015/2016, which is considered as "Buy" rating.
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Key Financial Summary

FYE 12/13 12/14F 12/15F  12/16F
Operating Profit (HKD 000) 238,851 316,968 470,902 680,925
Net Profit, adj. (HKD 000) 208,282 250,596 392,137 581,157

EPS, ad. (HKD) 0.92 072 113 168
PIE (X) 26.0 33.2 211 142
BVPS (HKD) 9.93 7.70 869  10.46
PIB (X) 24 3.1 2.7 23
DPS (HKD) 0.30 0.20 0.30 0.50
Div. Yield 13%  0.8% 13%  21%

Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
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Financials

For Financial Summary at the end of report

FYE FY12 FY13 FY14E FY15F FY16F
Valuation Ratios

P/E (X) 19.4 26.0 33.2 211 14.2
P/B (X) 25 2.4 3.1 2.7 23
Dividend Payout ratio 73.17% 32.61% 27.78% 26.55% 29.76%
Dividend Yield 3.77% 1.26% 0.84% 1.26% 2.09%
Per share data (RMB)

EPS, reported 1.23 0.92 0.72 1.13 1.68
EPS, adj. 1.23 0.92 0.72 1.13 1.68
DPS 0.90 0.30 0.20 0.30 0.50
BVPS 9.63 9.93 7.70 8.69 10.46
Growth

Revenue 1.4% 4.0% 29.4% 49.0% 40.0%
Operating income 34.1% -24.4% 32.7% 48.6% 44.6%
Net Income, adj. 30.9% -21.9% 20.3% 56.5% 48.2%
Key Ratios

Current ratio 283.38% 268.55% 276.90% 278.37% 302.47%
Gross profit margin 36.92% 30.48% 30.00% 30.00% 30.50%
Net profit margin 17.53% 13.16% 12.24% 12.85% 13.60%
Return on average assets 10.47% 6.53% 6.86% 9.09% 11.91%
Return on average equity 17.54% 9.61% 10.21% 13.81% 17.52%
Liability/asset 26.91% 25.02% 28.31% 29.38% 25.50%
Income statement (thousand RMB) FY12 FY13 FY14F FY15F F Y16F
Operating revenue 1,521,518 1,582,936 2,048,000 3,051,5 20 4,272,128
Cost of good sell (959,814) (1,100,399) (1,433,600) (2,136,064) (2,969,129)
Gross profit 561,704 482,537 614,400 915,456 1,302,999
Adiministractive expenses (34,012) (38,288) (32,529) (42,288) (54,974)
Selling expenses (207,693) (221,406) (294,517) (441,776) (618,486)
Other cost (15,891) (19,868) (19,868) (19,868) (19,868)
Investment income 11,672 35,876 49,482 59,378 71,254
Operating profit 315,780 238,851 316,968 470,902 680,925
Non-operating expenses 16,948 32,626 4,090 4,090 4,090
Profit before tax 332,728 271,477 321,058 474,992 685,01 5
Income tax (38,711) (27,839) (35,106) (47,499) (68,502)
Effective income tax rate 11.63% 10.25% 10.93% 10.00% 10.00%
Net profit for the period 294,017 243,638 285,952 427,4 93 616,513
Minority interest 27,311 35,356 35,356 35,356 35,356
Net profit attributable to equity holders 266,706 208,282 250,596 392,137 581,157
Balance Sheet (thousand RMB) FY12 FY13 FY14F FY15F FY16F
Cash or cash egivalent 1,027,815 946,887 763,348 658,009 703,809
Account receivable 207,393 179,584 350,664 420,797 504,956
Inventory 258,489 244,452 368,138 478,580 598,225
Other current assets 531,411 255,759 337,702 337,702 337,702
Fixed assets 572,194 587,882 902,625 1,373,412 1,708,095
Intangible assets 298,560 439,040 477,934 477,934 477,934
Other non-current assets 472,233 613,854 842,634 842,634 842,634
Total Assets 3,109,606 3,267,458 4,043,045 4,589,068 5,1 73,355
Cash payable 209,740 157,927 200,357 200,357 200,357
Short term loan 38,109 265,724 117,812 141,374 169,649
Other current liability 375,568 182,069 339,043 339,043 339,043
Long term loan 110,996 124,713 395,355 575,587 518,028
Other non-current liability 102,247 87,061 92,001 92,001 92,001
Total Liabilities 836,660 817,494 1,144,568 1,348,362 1, 319,078
Shareholders' equity 2,272,946 2,449,964 2,898,477 3,240,706 3,854,277
Minority interest 178,923 208,196 230,750 230,750 230,750
Total shareholders’ equity 2,094,023 2,241,768 2,667,7 27 3,009,956 3,623,527
Total shareholders’ equity and liabilities 3,109,606 3,267,458 4,043,045 4,589,068 5,173,355
Source: PSR
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recommendation

Recomm endation Rating
Buy
Accumulate
Neutral
Reduce

Sell
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We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
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Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited
to) a stock’s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts,
and speculative undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm's Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product’s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2015 Phillip Securities (Hong Kong) Limited
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