800 Super Holdings Ltd

Oversold!

SINGAPORE | INDUSTRIALS | FY18 RESULTS

=  FY18 revenue was within expectation

= Negative surprise of a 4Q18 loss dragged FY18 PATMI 25% lower than our estimate
= One quarter of loss during ramp-up is not representative of normalised business

= Qverdone sell-down presents an opportunity to purchase mispriced stock

= Upgrade to BUY from Accumulate; new target price of $1.03 (previously $1.30)
Results at a glance

(SGDmn) FY18 FY17 YoY Comments

Revenue 151 157 -3.7% Completion of term contracts and renewal of certain contracts
at more competitive prices

EBIT 12.8 21.6 -40.8% Lowerrevenue exacerbated by S$3.07mn or 2.3% higher
opex, resulted in lower margin of 8.5% from 13.8%

PATMI 9.2 17.1 -46.5%

Source: Company, PSR

The Positives

+ New sludge treatment facility is already treating sludge and expected to be fully
operational by December 2018. Recall that the contract awarded by the Public Utilities
Board was valued at $$133.65 million for a period of 15.5 years. This implies an average
annual additional revenue of $8.6mn going forward.

+ Pasir Ris—-Bedok PWC contract has commenced and will start contribution in 1Q19.
Recall that the public waste collection (PWC) contract size of $193.5mn awarded by the
National Environmental Agency is for a tenure of 7 years and 4 months (average annual
additional revenue of $26.4mn going forward). The Pasir Ris—Bedok sector is an
amalgamation of the former Pasir Ris—=Tampines and Bedok sectors. 800 Super had
already taken over the Pasir Ris—Tampines sector since July 2018, and will be taking over
the Bedok sector in November 2018.

The Negatives

— Higher than expected manpower costs was the key contributor to earnings miss.
Manpower cost is the largest cost component (53% of FY18 opex); and it came in 20%
higher than expected for 4Q18 and consequently 4.6% higher than expected for FY18.
(Refer to Appendix on Page 3 for further analysis.)

— YoY weaker balance sheet, but it was expected. Debt/equity ratio increased
substantially YoY from 64% to 105%. Current ratio has decreased YoY from 1.70x to
0.84x, resulting in a net current liability position. Cash has decreased substantially YoY
from $$25.1mn (16% of total assets) to S$5.6mn (3% of total assets). We had already
forecasted a YoY weaker balance sheet, this is not a major surprise. (Refer to Appendix
on Page 3 for further analysis.)

— YoY lower dividend and lower payout ratio. The lower payout ratio is likely due to capex
requirements for the Pasir Ris—Bedok PWC contract that commenced in July 2018 (after
the June financial year-end).

YoY comparison of dividends

cents/ share FY18 FY17
Interim - 1.0
Final 1.0 3.0
EPS 5.12 9.58
Payoutratio (%) 20%  42%

Source: Company, PSR

— $446k of goodwill from the acquisition of Iwash Laundry fully written off. The laundry
business remains loss-making. However, to put things in context, the goodwill represents
only 0.2% of total assets.
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KEY FINANCIALS

Y/E Jun FY17 FY18 FY19e FY20e
Revenue (SGD mn) 7 151 180 188
PATMI(SGD mn) 71 92 #U2 %6
EPS (cents) 958 512 793 88
P/E, adj. (x) 3.8 29 8.3 8.1
BVPS (cents) 451 468 536 602
P/B (x) 293 141 123 110
DPS (cents) 4.0 10 15 20
Div. Yield (%) 3.0 15 2.3 3.0

Source: Company Data, PSR est.

VALUATION METHOD
DCF (WACC:6.9%; Terminal g: 15%)

Richard Leow, CFA, CFTe, FRM
Research Analyst

(+65 6212 1848)

richardleowwt@phillip.com.sg
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Outlook
The outlook is positive. In our recent reports, we had been stating our expectation of near-
term PATMI weakness due to transitional ramp-up of new projects. The loss reported in
4Q18 is an aberration and the business has not changed structurally. This one quarter of
loss is not reflective of future quarters, nor is it a precursor to deterioration of future
earnings.

We are expecting 19%/55% YoY higher revenue/PATMI in FY19e, due to contributions from
the sludge treatment facility and Pasir Ris—Bedok PWC contract. However, debt is expected
to be higher due to capex on vehicles and bins to fulfil the PWC contract. Correspondingly,
manpower cost and disposal charge will increase YoY in FY19e due to these two large
projects. Disposal charge is expected to trend higher over the next two quarters, in line
with higher throughput at the sludge treatment facility. We expect 800 Super to turn free
cash flow positive only in FY20e.

Opportunity: The commencement of the Pasir Ris—-Bedok PWC contract puts 800 Super in a
dominant position to bid more competitively than the former incumbents Veolia (Pasir Ris—
Tampines) and SembWaste (Bedok) for the waste removal contracts with condominiums
and commercial properties within the sector. This is a potential source of positive earnings
surprise in subsequent periods.

Upgrade to BUY from Accumlate; new target price of $1.03 (previously $1.30)

Our target price gives an implied FY19e forward P/E multiple of 13.0x. As FY19e is
transitional, we think that FY20e is a better representation of a normalised full year. We
estimate 8.18 cents EPS and 7.84 cents free cash flow per share in FY20e. The current price
of 64 cents/share is 8.2x of FY20e free cash flow per share and gives a 3.1% dividend yield
(based on our FY20e assumption of 2 cents).
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Appendix

Despite the loss in 4Q18, most of the financial numbers did not show material deviation
from our expectations. We believe that the market has over-reacted to this non-recurring
loss during this transitional period as new projects come online.

Income Statement review

Though we have not shown our 4Q18 estimates previously, they can be inferred from the

difference between our FY18 estimate and the 9M18 actual.

= Swing factor of manpower cost was materially higher than we had forecast
Our estimates for 4Q18 expenses were mostly in line, except for manpower cost which
was $3.27mn or 20% higher than we expected. This was the largest swing factor
between profit and loss in our 4Q18 estimate.

= Headline 43% YoY increase in purchase of supplies and disposal charge in 4Q18 did
not come as a surprise
The scale of increase in purchases of supplies and disposal charges in 4Q18 is merely a
continuation of what occurred in 3Q18, which was then 28% higher YoY. We had
already assumed higher expense for 4Q18.

Figure 1: Income Statement comparison between our estimate and actual

=  Manpower cost is the largest cost
component (53% of opex)

= Supplies and disposal charge is
the second largest cost
component (19% of opex)

SS mn Our 4Q18 4Q18 actual vs. Our FY18 FY18 actual vs.
estimate actual estimate estimate actual estimate
Revenue 35.88 37.900 5.6% 149.09 151.115 1.4%
Otherincome 0.12 0.121 0.8% 0.50 0.497 -0.6%
Othergain/(loss), net - 0.002 N.M. (0.20) (0.198) -1.0%
Purchase of supplies and disposal charge (7.48) (7.776) 4.0% (26.65) (26.939) 1.1%
Sub-contractor charges (0.90) (1.033) 14.8% (3.46) (3.596) 3.9%
Depreciation of PPE (3.52) (3.055) -13.2% (10.55)  (10.085) -4.4%
Other expenses (5.77) (7.058) 22.3% (23.28) (24.559) 5.5%
Employee benefits expense (16.14) (19.411) 20.3% (70.32) (73.587) 4.6%
Finance expenses (0.54) (0.384) -28.9% (1.06) (0.901) -15.0%
Profit before income tax 1.63 (0.694) N.M. 14.07 11.747 -16.5%
Income tax expense (0.29) (0.977) 236.9% (1.94) (2.629) 35.5%
Net profit for the year 1.34 (1.671) N.M. 12.13 9.118 -24.8%
Non-controlling interests (0.01) (0.017) N.M. (0.03) (0.037) 23.3%
PATMI 1.34 (1.654) N.M. 12.16 9.155 -24.7%

Source: Company, PSR estimates

Balance Sheet review

= YoY weakness does not come as a surprise
As indicated by the three financial ratios at the end of the Figure 2, we had forecast a
weaker balance sheet.

= YoY lower ending cash, as internal resource was used to fund capex
The increase in total debt of $37.1mn was lower than the $66.6mn increase in PPE.
The YoY lower cash is a reflection of the use of internal resource to partially fund the
capex. Also, debt/equity ratio employed for the additional PPE was 126%, which
contributed to the higher gearing.
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Figure 2: Balance Sheet comparison between our estimate and actual

SS mn Our FY18 FY18 FY17
estimate actual actual
ASSETS
PPE 153.9 166.0 99.4
Others 1.5 1.5 1.5
Total non-current assets 155.4 167.5 100.9
Trade receivables 28.8 34.7 30.3
Cash 6.0 5.6 25.1
Others 1.6 1.8 1.7
Total current assets 36.4 42.1 57.1
Total Assets 191.8 209.6 158.0
LIABILITIES
Trade payables 19.2 31.9 20.2
Short term loans 11.0 18.5 11.0
Others 2.9 11 2.9
Total current liabilities 33.1 51.6 34.1
Long term loans 69.0 70.5 41.0
Others 2.3 3.8 2.3
Total non-current liabilities 713 74.3 433
Total Liabilities 104.4 125.9 77.4
EQUITY
Non-controlling interest: (0.0) (0.0) (0.0)
Shareholder Equity 87.5 83.8 80.6
Debt/equity 92% 106% 65%
Currentratio 1.10x 0.82x 1.68x
Cash/total assets 3% 3% 16%

Source: Company, PSR estimates
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Income Statement
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Balance Sheet

Y/E Jun, SGD mn FY16 FY17 FY18 FY19e FY20e Y/E Jun, SGD mn FY16 FY17 FY18 FY19e FY20e
Revenue 156.4 156.9 151.1 180.2 187.6 ASSETS
Otherincome 0.4 0.4 0.5 0.5 0.6 PPE 84 99 166 185 185
EBITDA 27.9 30.6 229 31.6 32.8 Others 1 1 1 1 1
Depreciation & Amortisation (8.2) (9.0) (10.1) (14.6) (15.4) Total non-current assets 85 101 167 186 186
EBIT 19.7 216 128 170 174 Trade receivables 34 30 35 41 43
Net Finance (Expense)/Inc (1.0) (0.7) (0.8) (0.8) (0.6) Cash 21 25 6 14 21
Otheritems (0.13) (0.10) (0.20) - - Others 2 2 2 2 2
Profit Before Tax 186 208 11.7 16.2 16.8 Total current assets 56 57 42 58 66
Taxation (1.9) (3.7) (2.6) (2.1) (2.2) Total Assets 141 158 210 244 252
Profit After Tax 16.7 17.1 9.1 14.2 14.6
- Non-controlling interest - (0.03) (0.04) (0.03) (0.03) LIABILITIES
PATMI 16.7 17.1 9.2 142 14.6 Trade payables 21 20 32 38 40
Shortterm loans 11 11 19
Others 3 3 1 1 1
Total current liabilities 35 34 52 41 42
Long term loans 35 41 71 104 99
Others 1 2 4 4 4
Total non-current liabilities 36 43 74 107 102
Per share data (cents) Total Liabilities 71 77 126 148 145
Y/E Jun FY16 FY17 FY18 FY19e FY20e
EPS 9.36 9.58 5.12 7.93 8.18 EQUITY
DPS 250 400 1.00 150 2.00 Non-controlling interests - (0) (0) (0) (0)
BVPS 39.39 45.09 46.82 53.59 60.22 Shareholder Equity 70 81 84 96 108
Cash Flow Valuation Ratios
Y/E Jun, SGD mn FY16 FY17 FY18 FY19e FY20e Y/E Jun FY16 FY17 FY18 FY19e FY20e
CFO P/E (x), adj. 73 138 129 83 81
Netincome 16.7 17.1 9.1 14.2 14.6 P/B (x) 1.7 2.9 1.4 1.2 1.1
Adjustments 11.3 13.4 14.1 17.5 18.2 EV/EBITDA (x), adj. 53 8.6 8.8 6.6 6.0
WC changes 75 25 (500 (11) (0.3) Dividend Yield (%) 37 3.0 1.5 23 30
Cash generated from ops 355 33.0 182 30.5 325 Growth & Margins (%)
Others (2.8) (3.4) (2.4) (2.8) (2.8) Growth
Cashflow from ops 327 29.6 158 27.6 29.7 Revenue 11.5% 03% -3.7% 19.2% 4.1%
CFI EBITDA 32% 9.6% -25.3% 38.3% 3.8%
CAPEX, net (12.9) (24.6) (56.1) (33.2) (15.7) EBIT -1.6%  9.4% -40.8% 33.1% 2.4%
Others (0.03) (0.35) (5.46) - - Net Income 37.6% 2.3% -46.5% 54.9% 3.2%
Cashflow from investments (12.9) (24.9) (61.5) (33.2) (15.7) Margins
CFF EBITDA margin 17.9% 19.5% 15.1% 17.5% 17.5%
Share issuance, net - 0.02 - - - EBIT margin 12.6% 13.8% 85% 9.4% 9.3%
Loans, net of repayments (5.6) 6.0 325 16.0 (5.0) Net Profit Margin 10.7% 109% 6.1% 7.9% 7.8%
Dividends (3.6) (6.3) (5.4) (1.8) (2.7) Key Ratios
Others - - (0.9) - - ROE (%) 26.2% 22.7% 11.1% 15.8% 14.4%
Cashflow from financing (9.1) (03) 263 14.2 (7.7) ROA (%) 12.7% 11.4% 5.0% 6.3% 5.9%
Net change in cash 10.7 4.4 (19.5) 8.6 6.3 Debt-to-Equity (x) 065 065 1.06 110 0.93
Effects of exchange rates (0.1) 0.1 (0.0) - - Net Debt or (Net Cash) 252 269 835 90.8 795
CCE, end 20.6 25.1 5.6 14.2 20.6 Net Gearing (x) 0.36 0.33 1.00 0.95 0.74

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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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 reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation

™ PhillipCapital
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report 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 any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

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 Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report 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 report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including 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 report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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