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Fair value



Formerly known as Youyue International New business in sustainable development solutions Presence in Harbin, China



Identified potential in sustainable development business We recently visited Harbin City, China to gain insight into Green Build Technology’s (GBUT) sustainable development projects. GBUT, formerly known as Youyue International, entered into the new business of providing sustainable development solutions for existing housing estates in Harbin City, China through the acquisition of Harbin Promlite Energy Saving Technology Co., Ltd. The new business was identified as a potential avenue to improve the company’s performance, while we note that the existing business in packaging products continues to operate and is being managed by the company. Engaged in town planning projects GBUT essentially provides sustainable development solutions, and subcontracts the architectural design, construction and/or installation works to third parties. At the moment, we understand that more than 1800 light bulbs have been installed in the Hejiagou and Majiagou vicinities, as part of the Three-Ditch Bankside LED energy conservation project. The group is also involved in town planning projects, whereby they may engage in various initiatives, such as replacing the original coal-fire heating system with GBUT’s solar energy and natural gas-based heat supply technology. We also saw the construction of thermal façade walls for their project in Hebai estate. Decent results, but new business comes with risks Following a return to profitability for 120 trading days, they were removed from the watch-list on 21 Jan-15. FY14 revenue rose 18% to RMB289.7m due to higher sales in both segments and PATMI grew substantially from RMB0.8m in FY13 to RMB23.4m for FY14. Other operating income increased as a result of receiving higher government grants of RMB26.5m under its new business segment. Nonetheless, we highlight that such grants and revenue are dependent on the projects the group takes on, and due to the nature of sub-contracting the work to third party firms, the group may be liable for their default or for any delays in project. We currently have NO RATING for GBUT. Key financial highlights Year Ended Dec 31 (RMB '000)
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EPS (RMB cts) *from continuing operations
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Analysts Jodie Foo (Lead) ● +65 6531 9809 [email protected] Carey Wong ● +65 6531 9808 [email protected] Key information Market cap. (m)



S$88.4 / USD65.1
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S$0.1 / USD0.1
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Company background i.



Expanded into new business of providing sustainable development solutions Incorporated in Singapore since 2004, Green Build Technology Limited (GBUT), formerly known as Youyue International Limited, was solely involved in the manufacturing and sale of flexible packaging products after the divestment of its loss-making food business in 2012. In June-14, through the acquisition of Harbin Promlite Energy Saving Technology Co., Ltd, a company incorporated in China, the group sought after the new business in providing sustainable development solutions for existing housing estates in Harbin City, China. Such activities principally involve the provision, installation and management of LED lightings as well as town planning projects to upgrade and/or replace existing infrastructure. The new business was identified as a potential avenue to improve the company’s performance, while we note that the existing business continues to operate and is being managed by the company. ii. Removed from SGX watch-list this year Having recorded three years of pre-tax losses and an average market cap of less than S$40m, the group was placed on the watch-list of the SGX-ST from 5 Mar-12. Following a return to profitability for 120 trading days, they were removed from the watch-list on 21 Jan-15. Further information can be found under the section, ‘Financials’. Projects under new Green Technology Services segment The group essentially provides sustainable development solutions, and subcontracts the architectural design and construction and/or installation works to third parties. Being qualified as a registered energy conservation service company by the PRC National Development and Reform Commission (NDRC), Harbin Promlite collaborates with the local authorities to take on projects in Harbin city. i. LED Project In FY13, prior to the acquisition, Harbin Promlite had entered into an agreement with a government-affiliated corporation, Harbin City Inland Waterway Construction Development Co., Ltd, for a LED Lighting Energy Conservation Project, wherein Harbin Promlite would invest in and install LED light bulbs. They would also maintain the LED light bulbs for 60 months after installation. We understand that more than 1800 light bulbs have been installed in the Hejiagou and Majiagou vicinities, also known as the Three-Ditch Bankside LED project. Exhibit 1: Three-Ditch Bankside Green Lighting Project (三沟 LED 照明节能改造)



Source: Company
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ii. Town Planning Project – Hebai Estate On 18 Jul-14, Harbin Promlite secured a town planning project in Hebai estate, Harbin, with investment costs worth ~RMB200m , from the Harbin Authority for Energy-Saving and Reform of Existing Buildings (哈 尔滨既有建筑节能综合改造领导小组办公室). The project involves the upgrading of an existing housing estate in Harbin city, and covers about 1850 households, or a built-up area of ~163k sqm. Initiatives under this project include the substitution of existing coal boilers with solar and gas heating elements, and construction of thermal façade walls for the existing buildings. There are also plans for construction of car parks as well as a park to improve the overall environment of the housing estate. As seen in Exhibit 3 and Exhibit 5, GBUT implements their solar energy and natural gas-based heat supply technology to replace the original coal-fire heating system (Exhibit 2) known to cause environmental pollution. Their technology enables automatic regulation of the output power to improve utilization of fuel and reduce harmful emissions as a result.



Exhibit 2: A coal burning boiler house found in each district of the city



Exhibit 3: GBUT’s natural gas-based heat supply technology system



Source: OIR



Source: OIR



Exhibit 4: GBUT’s computers to gather data for studies on efficiency of its systems



Exhibit 5: Use of solar panels



Source: OIR



Source: OIR
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Exhibit 6: An example of the condition of windows and walls for existing housing estates



Exhibit 7: Hebai Estate after GBUT’s construction of thermal façade walls and extra layer of window



Source: OIR



Source: OIR



Exhibit 8: Plans to renovate existing courtyard with a park and an underground carpark



Source: Company
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iii. Town Planning Project – Others The company announced on 27 Feb-15 that they were awarded more projects to upgrade existing housing estates in Harbin over the next two years. The projects could cover a total built-up area of ~5.3m sqm. We visited one such estate that is slated to undergo similar upgrading solutions as abovementioned, and will be completed before the winter season this year. Exhibit 9: A housing block in an existing estate slated for upgrading by this year



Source: OIR



Sources of revenue for Green Tech business segment i. Earns pecuniary income derived from electricity savings Under the agreement, Harbin Promlite will receive 80% of the pecuniary amount derived from the electricity savings while Inland Waterway is entitled to the remaining 20%. The total amount of electricity savings is determined by measurements guided by the China Classification Society Quality Certification Company. Inland Waterway will pay the final amount to Harbin Promlite within 3 months upon the confirmation of the amount by the classification company. ii. Various sources from town planning projects Depending on the project requirements, sources of revenue may come from one or more of the following: (a) grants and subsidies from the PRC government, (b) income from providing heat to the households through the solar and gas heating elements during winter, (c) sale and/or rental of residential/commercial units in the upgraded buildings, (d) sale of carpark lots (Harbin Promlite holds ownership), (e) renovation revenue from the extension or improvements to ground level shop houses. We note that government grants and subsidies received are currently recognized under ‘other operating income’.
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Financials Decent results but new business comes with risks After the divestment of its loss-making food business as abovementioned, the group saw revenue rise at a CAGR of 6% over FY12-FY14. With the expansion into the new business, FY14 revenue rose 18% to RMB289.7m due to higher sales in the packaging segment and its green technology segment contributed RMB30.5m mainly from its pilot project Hebai estate. Other operating income increased as a result of receiving higher government grants and subsidies of RMB26.5m under its new business segment. Thus, PATMI grew substantially from RMB0.8m in FY13 to RMB23.4m for FY14. While the management expects the environment for its packaging segment to remain challenging, they are optimistic towards the demand for green technology services in China given that they have continued to secure more town planning projects. Nonetheless, we would like to highlight that its new business segment’s revenue and government grants are dependent on the project-based activities the group takes on. In addition, due to the nature of subcontracting the work to third party firms, the group may be liable for their default or for any delays in project. All considered, we also note that GBUT is currently trading at 9.1x FY14 P/B, which is near its three-year historical average P/B. We have NO RATING on this counter.
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Company financial highlights



Income statement Year Ended Dec 31 (RMB '000) Revenue Gross profits Other operating income SG&A Other expenses Finance costs Profit before tax Profit after tax Minority interest Profit after tax and minority interests*



FY11



FY12



FY13



FY14



249,440 52,454 16,823 -38,433 -15,640 -4,105 11,099 7,793 0 7,793



242,448 42,214 5,812 -27,315 -3,883 -3,643 13,185 10,977 0 10,977



245,418 37,827 6,380 -27,934 -3,086 -4,612 8,575 5,907 770 5,137



289,651 45,005 33,948 -29,265 -7,843 -5,310 36,535 28,399 5,017 23,382



FY11



FY12



FY13



FY14



50,827 281,255 306,812 647,719 441,356 260,138 704,560 -115,633 58,792 647,719



17,906 112,424 107,030 238,327 56,121 97,937 156,813 19,034 62,480 238,327



14,710 128,650 86,463 244,945 80,039 86,554 168,908 20,596 55,441 244,945



15,634 209,995 79,363 322,387 87,066 132,163 222,046 44,449 55,892 322,387



FY11



FY12



FY13



FY14



-4,972 -33,756 -38,728 -48,290 -2,704 -50,994 106,500 93,326 3,604 50,827



40,090 -19,702 20,388 -12,340 -39,642 -51,982 3,600 -1,327 -32,921 17,906



25,440 -24,170 1,270 -5,358 1,160 -4,198 19,580 -5,732 -8,660 14,710



53,294 -50,365 2,929 -3,419 115 -3,304 2,620 -2,883 -3,258 15,634



FY11



FY12



FY13



FY14



21.0 6.1 3.1 1.2 -6.7 net cash 3.3 -48.4 51.7 nm



17.4 6.9 4.5 2.5 -22.7 46.9 4.6 8.0 36.7 21.2



15.4 5.4 2.1 2.1 25.9 85.9 2.2 8.6 78.5 19.6



15.5 14.4 8.1 8.2 71.9 71.2 9.8 18.6 17.2 9.1



*from continuing operations Balance sheet As at Dec 31 (RMB '000) Bank and cash balances Other current assets Property, plant, and equipment Total assets Debt Current liabilities excluding debt Total liabilities Shareholders equity Minority interests Total equity and liabilities



Cash flow statement Year Ended Dec 31 (RMB '000) Op profit before working cap. chg. Working cap, taxes and int Net cash from operations Purchase of PP&E Other investing flows Investing cash flow Net borrow Financing cash flow Net cash flow Cash at end of year



Key rates & ratios Gross Profit Margin (%) Operating Profit Margin (%) Net profit margin (%) Return on Average Assets (%) Return on Average Equity (%) Net gearing (%) EPS (RMB cts) NAV per share (RMB cts) PER (x) PBR (x) Sources: Company
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SHAREHOLDING DECLARATION: The analyst/analysts who wrote this report holds/hold NIL shares in the above security.



DISCLAIMER FOR RESEARCH REPORT This report is solely for information and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other person without our written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a commitment to invest in the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected and associated corporations together with their respective directors and officers may have or take positions in the securities mentioned in this report and may also perform or seek to perform broking and other investment or securities related services for the corporations whose securities are mentioned in this report as well as other parties generally.



Privileged / confidential information may be contained in this document. If you are not the addressee indicated in this document (or responsible for delivery of this message to such person), you may not copy or deliver this message to anyone. Opinions, conclusions and other information in this document that do not relate to the official business of OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected and associated corporations shall not be understood as neither given nor endorsed.



RATINGS AND RECOMMENDATIONS: - OCBC Investment Research’s (OIR) technical comments and recommendations are short-term and trading oriented. - OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon. - As a guide, OIR’s BUY rating indicates a total return in excess of 10% based on the current price; a HOLD rating indicates total returns within +10% and -5%; a SELL rating indicates total returns less than -5%.
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