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Cash Offer for BEUR (03718 HK) at HK$0.78 per Share
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® Beijing Enterprises Water (BEW, the "Company", 00371 HK) announced that it will make a cash offer for
Beijing Enterprises Urban Resources (BEUR, 03718 HK) at HK$0.78 per share, the same price as the
previous last trading day. As at April 25, BEW (00371 HK) held 1,124,284,000 shares of BEUR (03718 HK),
accounting for 31.2% of its total issued share capital of 3,600,000,000 shares. The offer involves 2,475,716,000
shares of BEUR (03718 HK), with a total consideration of HK$1,931,058,480 based on the offer price of HK$0.78
per share. After the closing of the offer, BEW (00371 HK) intends to maintain the listing status of BEUR (03718 HK).
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® Based on HK$0.78 per share and a total issued share capital of 3,600,000,000 shares, BEUR (03718 HK) is valued
at HK$2.808 billion, or 5.6x 2021 P/E. We think this valuation is a bargain relative to BEUR's (03718 HK) 26.4%
revenue growth and 17.6% growth in profit attributable to shareholders in 2021. In addition, the operating cash
inflow of BEUR (03718 HK) in 2021 reached HK$542.6 million, even exceeding the profit attributable to
shareholders, reflecting its very good profit quality. If the acquisition was completed in 2021, it would have
increased the profit attributable to shareholders of BEW (00371 HK) by about 13%, which would be a very

iE E significant improvement compared to its current profit attributable to shareholders, which was only flat in 2021.
oy Moreover, BEUR (03718 HK) is mainly engaged in environmental hygiene services and hazardous waste treatment
# o services, which basically does not compete with BEW (00371 HK) but strongly compliments BEW'’s (00371 HK)
Bt § business. We think that the acquisition of BEUR (03718 HK) will be a very good investment from both
[ g business and financial perspectives.
o
Eid ; ® As at December 31, 2021, Beijing Enterprises Water (00371 HK) held more than HK$10.7 billion in cash, which is
& g_ abundant compared to the total offer consideration of HK$1.93 billion. We think this acquisition is another
w

manifestation of the Company’s asset-light strategy. We may slightly raise the Company’s earnings forecast in
the next Company Report, and will review the target price and investment rating. The current target price is
HK$3.70 and the investment rating is "Buy".
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Buy BN Relative Performance>15%;

or the fundamental outlook of the company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.
Neutral i Relative Performance is -5% to 5%;

or the fundamental outlook of the company or sector is neutral.
Reduce RS Relative Performance is -5% to -15%;

or the fundamental outlook of the company or sector is unfavorable.

Sell Sy Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark:  Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Qutperform MR AT Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform kT Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for SF REIT (02191 HK),JINSHANG BANK (02558 HK),BANKOFZHENGZHOU (06196 HK),XPENG-W (09868 HK),Guotai Junan
and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this Research
Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2022 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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