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Current Price HK$ 2.17 Industrials: Environmental Services

Upside Potential 70.0%
Positive Profit Alert

Market Cap. Hiesioam Ozner issued a positive profit alert today in which it mentioned
Shares Outstanding 2,046.0 mn that“ t bompany will record a significant increase in the revenue
Free Float (FF %) 919.2 mn / 45.0% for the financial year ended 31st December 2017 compared with
52 Week Range (HK$) 9,73/ 1.53 that for the financial year ended 31st December 2016, in addition
Ave. Daily Value US$ 0.51 mn to a marginal increase in the profit for FY2017 as compared with
Hang Seng Index Level  31,580.4 that for FY 2016.” The increase in revenue is primarily due to an
Insider Holding % 55.0% increase in the sales and installation of water purification

machines, expansion of the distributor network and acquisition of
two new subsidiaries during the year. For FY2017, our revenue
estimate is RMB1,342 mn, an increase of 46% over FY2016
reported revenue of RMB921 mn. Our forecast includes revenue of

P/E 13.6x (FY12/2018E) RMB1,140 mn from the existing business, suggesting an organic
PEG 0.58x growth of 24% YoY and RMB200 mn from the new acquisitions of
EV/EBITDA 4.7x (FY12/2018E) Bili and Lepu. For the current reporting period of 2H2017, we
P/B 1.4x forecast revenue of RMB774 mn, an increase of 55% over the

2H2016 revenue of RMB498 mn. Our net income estimate for
FY2017 is RMB188.6 mn, an increase of 12% YoY. The lower
st expected increase in net profit as compared to revenue is mainly
due to the company’s leasing business model which records lower
gross margins in later years as compared to the first year of
w leasing. We will be doing a more detailed note when the company
reports its FY2017 results next Monday on 19th March.

e Maintain PT; 70% Upside
We expect the company to maintain a double-digit revenue and
EPS growth rate over the next few years, driven primarily by
growing sales of both its leasing and buy-out models of water
purifiers along with increasing product and geographical
diversification driven mainly by its new acquisitions. Our 12-
month DCF-based price target on the stock is HKD 3.70 per
share, which represents an upside of about 70% over the
current stock price. Our price target on the stock represents a
multiple of 23.1x/19.3x on our FY2018/FY2019 earnings
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Details of Acquisitions made in FY2017

In 2017, Ozner acquired a 51% interest each in two companies —
Foshan Lepuda and Guangdong Bili for RMB161 mn and RMB
174 mn, respectively. Foshan Lepuda is a well renowned
technology company in the Pearl River Delta specializing in the R
& D, manufacture and sale of various types of micro motors that
are widely used in various home appliances and high-tech
enterprises with industrial related equipment.

Guangdong Bili specializes in the provision of drinking water
machines to the educational sector in the PRC. The company has
an extensive distribution network with more than 2,000 dealer
channels across the PRC and owns a number of patents. Both
these acquisitions will be consolidated in FY2017.

In May 2017, Ozner also announced the acquisition of another
company NEP Holdings in Malaysia which manufactures and sells
its proprietary water purification systems under its Diamond
brand. Diamond is a leading brand in the water purification
products business in South-East Asia with presence in 5
countries with market share of 12%, 29% and 15% in Malaysia,
Singapore and Hong Kong, respectively and is now focusing on
increasing its presence in China and Taiwan. The acquisition will
be consolidated in FY2018. We believe that all these acquisitions
are a good strategic fit for Ozner and will help the company to
expand and diversify its existing business.
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Income Statement ( millions RMB )
Revenue
yly
Cost of Revenue
Gross Profit
Gross margin (%)
Other Operating Revenue
as a % of sales
Selling, General & Admin Expense
asa % of sales
Other Operating expenses
as a % of sales
Operating Income
yly
Operating margin (%)
Interest Expense
Interest income
Equity in (losses)income of affiliates
Other recurring (expenses)/income
Amortization of intangibles
Goodwill impairment
Other non recurring (expenses) income
Pretax Income (reported)
yly
Pretax Income (adjusted)
yly
- Income Tax Expense
Efective tax rate (%)
- Minority Interests
Income Before XO Items
yly
- Extraordinary (gain) Loss Net of Tax
Net Income (reported)
yly
Exceptional (L)G

Add back: interest expense on convertible bonds

Net Income (adjusted)
yly

Basic EPS (reported)
Basic EPS (adjusted)

Basic Weighted Avg Shares

Diluted EPS (reported)

yly

Diluted EPS (adjusted)

yly

Diluted Weighted Avg Shares (mn)

FY 2013
402.3
-129.5
272.8
67.8%

18.6
4.6%
-101.6
25.3%
-6.5
1.6%
183.2

183.6

-30.7
16.7%

152.9

0.0
152.9

0.00
152.9

0.1208
0.1208

1,266
0.1208
0.1208

1,266

FY 2014
511.7
27.2%
-177.0
334.7
65.4%

235
4.6%

-192.5
37.6%
-14.2
2.8%
151.6
-17.3%
29.6%

0.7

FY 2015
745.4
45.7%
-306.5
438.9
58.9%
12.3
1.6%
-309.5
41.5%
-38.5
5.2%
103.2
-31.9%

-77.4%

-29.9%
0.0161
0.0499

1,743

0.0158
-80.5%
0.0490
-39.7%
1,774

FY 2016
920.8
23.5%
-418.7
502.1
54.5%
12.7
1.4%
-269.1
29.2%
-33.4
3.6%
212.3
105.6%

FY 2017E
1,341.8
45.7%
695.6
646.2
48.2%
13.9
1.0%
-350.3
26.1%
-34.1
2.5%
2757
29.9%
20.5%
-77.9
18.5

-1.5%

FY 2018E
2,155.4
60.6%
-1,150.6
1,004.8
46.6%
15.3
0.7%
-496.7
23.0%
-38.3
1.8%
485.1
76.0%
22.5%
97.7

FY 2019E
2,388.9
10.8%
-1,276.3
1,112.6
46.6%
16.9
0.7%
-521.8
21.8%
-36.1
1.5%
571.6
17.8%
23.9%
97.7
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FY 2020E
2,598.7
8.8%
-1,366.6
1,232.1
47.4%
18.6
0.7%
-538.5
20.7%
-37.3
1.4%
674.8
18.1%
26.0%
-76.1

FY 2021E
2,801.4
7.8%
-1,466.8
1,334.6
47.6%
20.4
0.7%
-550.6
19.7%
-38.2
1.4%
766.3
13.6%
27.4%
-51.0

CAGR (2018021)
24.9%

29.3%

23.2%

34.7%

16.6%

16.6%

25.8%

13.6%

22.5%



Reference ltems

EBITDA

Dividends per Share

Dividend payout ratio
Dep & Amor.

as a % of sales

Balance Sheet (millions RMB)
Assets
+ Cash & Near Cash Items
+ Short-Term Investments
+ Accounts & Notes Receivable
+ Inventories
+ Other Current Assets
Total Current Assets
+ Long-Term Investments
+ Gross Fixed Assets
- Accumulated Depreciation
+ Net Fixed Assets
+Gross Revenue Generating Assets
- Accumulated Depreciation
+Net Revenue Generating Assets
+ Other Long-Term Assets
+ Goodwill & other Intangible Assets
Total Longlerm Assets
Total Assets

Liabilities & Shareholders' Equity

+ Accounts Payable

+ Short-Term Borrowings

+ Other Short-Term Liabilities
Total Current Liabilities

+ Long-Term Borrowings

+ Other Long-Term Liabilities
Total Liabilitie

+ Equity component of convertible bonds

+ Share Capital & APIC

+ Retained Eamings & Other Equity
Total Shareholders' Equity

+ Minority Interest
Total Liabilities & Equity

FY 2013
2519
0.000

0%
68.7
17.1%

FY 2013

2214
0.0
50.6
36.9
49.4
358.3
0.0
260.3
-28.3
2320
672
-86
585.3
39.1
94.9
951.4
1,310

57.8
2127
699.1
969.6

0.0
6.6
976.2
0.0
0.0
333.5
333.5
0.0
1,310

FY 2014
257.7
0.000

0%
106.1
20.7%

FY 2014

309.8
300.0
435
90.5
56.7
800.6
0.0
532.3
-59.2
4731
1,113
-7
941.7
1411
93.6
1,649.5
2,450

129.2
0.0
418.6
547.7
0.0
6.5
554.2
0.0
988.8
907.0
1,895.8
0.0
2,450

FY 2015
281.7
0.000

0%
178.5
23.9%

FY 2015

5184
0.3
714
191.5
192.3
973.9
0.0
9173
-112.9
804.3
1,562.5
-307.1
1,2454
196.1
89.9
2,335.7
3,310

155.7
0.0
889.6
1,045.2
305.9
6.5
1,357.6
0.0
953.3
998.4
1,951.8
0.0
3,309

FY 2016 FY 2017E FY 2018E
424.0 573.5 839.1
0.000 0.000 0.000

0% 0% 0%
2117 297.8 354.0
23.0% 22.1% 21.2%

FY 2016E FY 2017E FY 20&E
529.3 9215 965.2
0.3 75.0 75.0
44.0 83.3 133.8
164.2 295.6 488.9
413.9 538.1 565.0
1,151.8 1,913.5 2,227.8
0.0 49.9 49.9
952.4 1,282.4 1,6104
-176.3 -252.1 -350.1
776.1 1,030.4 1,260.3
1,968.8 2,248.7 2,602.6
-484.4 -695.3 937.8
1,484 4 1,553.4 1,664.8
190.7 198.3 206.3
85.8 301.7 484.7
2,537.0 3,133.7 3,666.0
3,689 5,047 5,894
128.4 233.6 382.5
196.3 346.3 346.3
567.0 595.3 613.2
891.7 1,175.2 1,342.0
567.0 767.0 967.0
6.2 6.3 6.5
1,464.9 1,948.6 2,315.5
52.3 52.3 52.3
938.3 1,489.0 1,489.0
1,228.7 14173 1,7176
2,219.3 2,958.6 3,258.9
4.4 139.7 319.2
3,689 5,047 5,894
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FY 2019E
983.2
0.000

0%
411.6
20.3%

FY 2019E

933.6
75.0
148.3
542.2
593.3
2,292.3
49.9
1,8354
-467.0
1,368.5
29775
-1,216.8
1,760.6
2145
4932
3,886.7
6,179

420.1
346.3
631.6
1,398.0
767.0
6.6
2,1715
52.3
1,489.0
2,077.3
3,618.6
388.6
6,179

FY 2020E
1,142.9
0.000
0%
468.1
19.5%

FY 2020E

823.1
75.0
161.3
580.6
622.9
2,263.0
49.9
2,082.9
-599.8
1,483.1
3,360.0
-1,633.7
1,826.3
2231
501.4
4,083.8
6,347

4453
146.3
650.5
1,2421
567.0
6.7
1,815.9
52.3
1,489.0
2,525.6
4,066.9
463.7
6,347

FY 2021E
1,290.2
0.000
0%
523.9
18.7%

FY 2021E

1,016.9
75.0
173.9
623.2
654.1
2543.0
49.9
2,262.9
7471
15158
3,744.6
-1,888.9
1,855.6
2320
509.3
4,162.7
6,706

473.2
46.3
670.1
1,189.5
367.0
6.9
1,563.4
52.3
1,489.0
3,054.7
4,596.0
5441
6,706



Cash Flow (millions RMB)
+ Profit after tax
+ Depreciation of Revenue Generating Assets

+ Depreciation & Amortization of PPE and other assets

+ Other Non-Cash Adjustments

+ Changes in Non-Cash Capital
Cash From Operating Activities

+ Disposal of Fixed Assets

+ Capital Expenditures (Revenue Generating Assets)

+ Capital Expenditures (PPE and Intangibles)
+ Increase in Investments
+ Decrease in Investments
+ Other Investing Activities
Cash From Investing Activities
+ Dividends Paid
+ Change in Short-Term Borrowings
+ Increase in Long-Term Borrowing
+ Decrease in Long-term Borrowing
+ Increase in Capital Stocks
+ Decrease in Capital Stocks
+ Other Financing Activities
Cash from Financing Activities
Net Changes in Cash
Effect of Foreign Exchange Rate Changes, Net
Opening cash
Closing cash

Ratio Analysis

Per Share Data (RMB)

Basic EPS (adjusted)

Diluted EPS (adjusted)
Dividend per share (DPS)
Book Value per share (BVPS)

Margins (%)

Gross Margin

Operating Margin

EBITDA Margin

Pre-Tax Margin (adjusted)
Net Income Margin (adjusted)

Growth (%)

Sales growth

EBIT growth

Net Income (adjusted) growth
EPS (adjusted) growth

Return Ratios
DuPont ROE (%)
Margin (%)
Turnover (x)
Leverage (x)

ROA
Return on Capital Employed
Return on Invested Capital

FY 2013
180.6
544
143
477
9.3
306.4
0.0
-244.8
-202.7
0.0
0.0
0.1
-447.4
0.0
0.0
2145
0.0
0.0
0.0
-88.2
126.3
-14.7
0.2
FY 2013 FY 2014
0.12 0.08
0.12 0.08
0.000 0.000
0.2 12
67.8% 65.4%
455% 29.6%
62.6% 50.4%
45.6% 315%
38.0% 24.2%
0.0% 27.2%
0.0% 17.3%
0.0% -19.0%
0.0% -32.8%
45.8% 6.5%
38.0% 24.2%
0.3 0.2
39 13
1.7% 5.1%
53.9% 8.0%
28.0% 6.5%

FY 2014
155.8
84.7
215

FY 2015

0.05
0.05
0.000
1.0

FY 2015
434
136.3
422
75.85
-109.8

187.9
0.0
-411.6
-270.0
0
300.0
-85.1

FY 2016E

0.10
0.09
0.000

FY 2016
247.2
172.9

38.8
-242.6
27.8
2441
0.0
-367.1
-191.2

FY 2017E

0.09
0.08
0.000

FY 2017E  FY 2018E
188.6 3002
210.9 2426

86.9 1114
12.9 620
-161.2 103.9
338.2 612.3
0.0 0.0
-279.9 3539
-100.0 110.0
1322 79
0.0 0.0
-334.6 -296.8
-846.7 -768.7
0.0 0.0
150.0 0.0
200.0 2000
0.0 0.0
550.7 0.0
0.0 0.0
0.0 0.0
900.7 200.0
392.2 43.6
5293 9215
9215 965.2
FY 2018E
0.14
0.13
0.000
12
46.6%
225%
38.9%
19.6%
13.9%
60.6%
76.0%
59.2%
59.2%
9.2%
13.9%
0.4
18
5.1%
10.7%
6.6%
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FY 2019E
359.7
279.0
132.6

69.5
-40.2
800.7

0.0
-374.8
-249.2

FY 2019E

0.17
0.16
0.000

FY 2020E

FY 2020E

0.21
0.20
0.000
1.6

47.4%
26.0%
44.0%
24.5%
17.3%

8.8%
18.1%
24.6%
24.6%

11.0%

17.3%
04
1.6

71%
13.2%
9.4%

FY 2021E
529.1
355.2
168.7

80.5
-38.9
1,094.6

1.0
-384.6
-209.3

FY 2021E

0.25
0.24
0.000
18

47.6%
274%
46.1%
26.9%
18.9%

7.8%
13.6%
18.0%
18.0%

11.5%

18.9%
0.4
1.5

7.9%
13.9%
10.6%



FCF Calculation
Op. cash

capex

FCF (RMB million)
FCF margin (%)
FCF per share
Price/FCF per share

Net Cash calculation
Cash + short term investments
Less: long term debt

Net Cash (Debt)

Net cash per share

Valuation ratio's
P/B

PIE

P/S

EV/sales
EV/EBITDA
EV/EBIT

EV/IFCF

Dividend Yield (%)
Div payout on FCF

Receivable days
Inventory days
payables days
Current ratio

Enterprise Value Calculation

Market Cap. [in RMB]

+ Minority Interest

+Total Debt (ST & LT Debt)
- Cash & Equivalents
Enterprise Value

FY 2013
306.4
-447.5
-1411
-35.1%
0.1

FY 2013
2214
-212.7

8.6

0.0

FY 2013

23
52
81
0.4

FY 2014
384.0
-102.7
-318.7
-62.3%
-0.21
-12.0

FY 2014
609.8
0.0

609.8

0.4

FY 2014
2.12
30.83
7.46
6.27
12.45
2117
-10.07
0.0%
0.0%

34
131
193

1.5

FY 2014
3,819
0
0
610
3,210

FY 2015
187.9
681.7
-493.8
-66.2%
-0.28
6.9

FY 2015
518.7
-305.9
212.8

0.12

FY 2015

1.84
39.44
4.52
4.23
11.20
30.56
6.39
0.0%
0.0%

28
168
170
0.9

FY 2015
3,368
0
306
519
3,155

FY 2016E
2441
-558.3
-314.2
-34.1%
-0.16
9.7

FY 2016E
529.6
-763.3
-233.7

0.1

FY 2016E
1.43
18.16
291
317
6.88
13.73
9.28
0.0%
0.0%

23
155
124

1.3

FY 2016
2,677
4
763
530
2,915

FY 2017E
338.2
-379.9
417
-3.1%
-0.02
-105.4

FY 2017E
996.5
-1,113.3

-116.8

0.1

FY 2017E

1.65
23.31
3.00

3.14

7.35
15.29
-101.09
0.0%
0.0%

23
155
123

1.6

Current
3,729
4
1030
840
3,924

FY 2018E
612.3
-463.9
148.4
6.9%
0.07
296

FY 2018E
1,040.2
-1,313.3

273.1

0.1

FY 2018E
1.59
14.65
1.87
1.96
5.02
8.69
28.41
0.0%
0.0%

23
1556
121

1.7
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FY 2019E
800.7
624.0
176.6
7.4%
0.08
249

FY 2019E
1,008.6
-1,113.3

-104.7

0.0

FY 2019E
1.41
12.22
1.68
1.76
4.29
7.38
23.87
0.0%
0.0%

23
155
120

1.6

FY 2020E
954.8
656.7
298.1
11.5%
0.13
14.7

FY 2020E
898.1
-713.3
184.8

0.1

FY 2020E
1.23
9.81
1.55
1.62
3.69
6.25
14.14
0.0%
0.0%

23
155
119

18

FY 2021E
1,094.6
-593.8
500.7
17.9%
0.22
8.8

FY 2021E
1,091.9
-413.3

678.6

0.3

FY 2021E
1.08
8.31
1.44
1.50
3.27
5.50
8.42
0.0%
0.0%

23
155
118
21



DCF model 2014 2015 2016 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E
EBIT 152 103 212 276 485 572 675 766 827 890 954 1,020
% growth -17% -32% 106% 30% 76% 18% 18% 14% 8% 8% 7% 7%
Taxes @ 23% 46% 14% 22% 22% 23% 23% 24% 24% 24% 24% 24%
EBIAT 116 55 182 215 376 44 517 584 630 678 721 77
% growth -24% -53% 230% 18% 75% 17% 17% 13% 8% 8% 7% 7%
+D&A 106 178 212 298 354 412 468 524 560 596 633 670
- Capital expenditures -703 -682 -558 -380 -464 -624 657 -594 625 656 -686 -7115
- Change in net WC 25 -110 28 -161 -104 -40 -37 -39 -23 -23 -24 -24
Free Cash Flow to Firm -455 -558 -136 -28 162 188 292 475 542 595 651 708
FCY yly growth 110% 23% -76% -79% -675% 16% 55% 63% 14% 10% 9% 9%
Value per Share
Cost of capital WACC 9.9%
Terminal Growth 7.9% 8.9% 9.9% 10.9% 11.9% PV of Free Cash Flow 1,971
2.5% 5.16 4.21 3.51 2.99 259 PV of Terminal Value 4,528
2.8% 5.41 4.37 3.63 3.07 265 Add: Net Cash -126
3.0% 5.59 4.48 313 2.69 Less: Minority Interest -4
3.3% 5.89 4.67 3.83 3.22 2.75 Total Equity Value 6,370
35% 6.11 4.81 3.92 3.28 2.80 Shares outstanding 2,046
DCF value 3.70

All values in RMB except DCF value which is in HKD

Evaluateresearch.com




Disclaimer

Evaluate Research provides institutional equity research on global public mid-cap
companies. All information used in the publication of this report has been compiled
from publicly available sources that are believed to be reliable; and we do not seek
insider information for writing this report. Opinions, estimates and projections in
this report constitute the current judgment of the analyst(s) as on the date of this
report. It is not guaranteed as to accuracy, nor is it a complete statement, of the
financial products, securities, or markets referred to. Opinions are subject to change
without notice. To the extent permitted by law, Evaluate does not accept any liability
arising from the use of information in this report.

This document is provided for information purposes only, and is not a solicitation or
inducement to buy, sell, subscribe, or underwrite securities or units. Evaluate does
not make individually tailored investment recommendations. Any valuation given in
a research note is the theoretical result of a study of a range of possible outcomes,
and not a forecast of a likely share price. The securities, issuances or investment
strategies discussed in this report may not be suitable for all investors. Investments
involve many risk and potential loss of capital. Past performance is not necessarily
indicative of future results. Evaluate may publish further update notes on these
securities/companies but has no scheduled commitment and may cease to follow
these securities/companies as may be decided by the research management.

Evaluate and its analysts are free to issue any opinion on the security or issuance.
Evaluate seeks to comply with the CFA Institute Standards as well as NIRI Guidelines
(National Investor Relations Institute, USA) for all conduct, research and
dissemination of research, particularly governing independence in issuer
commissioned research.

Forward-looking information or statements in this report contain information that is
based on assumptions, forecasts and estimates of future results, and therefore
involve known and unknown risks or uncertainties which may cause the actual
results, performance or achievements of their subject matter to be materially
different from the current expectations.

Evaluate makes an effort to use reliable, comprehensive information, but makes no
representation that this information is accurate or complete. Evaluate is under no
obligation to update or keep current the information contained herein. The
compensation of the analyst who prepares any Evaluate research report is
determined exclusively by Evalnuate’s

Evaluate Research Ltd. does not conduct any investment banking, stock brokerage or
money management business and accordingly does not itself hold any positions in
the securities mentioned in this repo
employees may have a position in any or related securities mentioned in this report
at an appropriate time period after the report has already been disseminated, and in
compliance with all CFA Institute Standards.

No part of this report may be reproduced or published without the prior written
consent from Evaluate Research Ltd. Please cite the source when quoting.

Copyright 2015 Evaluate Research Limited. All rights reserved.
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