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Sewage treatment in China

Similar technologies, but different business performance

During a tour of China in September 2009, SAM’s water utilities analyst had the opportunity to visit many Chinese companies, some
of them active in the field of wastewater treatment
Technologies

* The processes and technologies for treating sewage in China are similar to those used in
Europe and are based on plant and processes developed by international companies such as
Trojan, Andritz, Air Blower, Flottweg, Alfa Laval, Toshiba and ITT

+ The extent of sewage treatment depends on the intended use of the end product. A high
proportion — up to 60% - of wastewater is recycled, especially in Northern China, and is used
for irrigation, manmade sewers and toilet flushing. UV radiation and chemical processes are
employed to disinfect the wastewater.

* Biogas is only produced in larger plants and is used to generate electricity in-house. Such
production is not very common, as Chinese sewage does not contain very high levels of fat.

Business performance

*  The most successful companies are those still under 50% state ownership which work closely
with the authorities. Other key criteria: a full project pipeline, access to capital, strong operating
performance, general contractor, use of innovative technologies, growth in line with the market

+  Growth markets: central and western China

_ _ _ * Biggest private companies: Veolia, Beijing Capital, Beijing Enterprise Water
China Everbright International‘s

sewage clarification basin in Jinan * Revenues from the sewage treatment business derive from wastewater charges gathered by
an authorized “collector” along with the fees for the drinking water supply. The collector then
hands the money to the local authority, which in turn gives it to the sewage plant operator. With
this system, it can take up to 6 months for the company to actually bank the revenues.
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Company: Beljing Enterprise Water

Wastewater treatment

Employees: 1'403

Figures in HKD million 30.06.2008

Total revenue: 11
Net profit: -9
Market cap. (31.01.10): 8'810

Source: Bloomberg

Source: SAM
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Company description

Beijing Enterprise Water (BEW) operates 24 sewage treatment plants and 6 drinking water
purification plants in 11 Chinese provinces, making it one of the country‘s top five water supply
and wastewater treatment companies. In 2008 it acquired ZKC, BEW's research arm, which
now manages most of the projects.

BEW also acts as a general contractor (EPC) in both China and abroad

In strategic terms, BEW wants to be active in every stage of the water industry‘s value chain, i.e.
the construction and operation of reservoirs, preparing simple untreated water, sewage
collection & clarification, and treatment of sewage sludge. The company has no plans to get
involved in the supply of drinking water.

The government owns a 57% stake in BEW.

Analyst's opinion

Wastewater treatment is a growing business in China. The government's 5-year plan sets a
target of 70% of municipal sewage being treated by 2010.

BEW is ideally positioned to grow in line with the market. It has achieved a critical mass, has a
presence in many provinces, boasts a strong operating performance, enjoys discounted bank
loans, acts as a general contractor and has won a prestigious 5-year contract to build all the
remaining Malaysian sewage treatment plants (brokered by the Chinese government).

The company is also active in central China, in the provinces where growth will be more
dynamic than in the coastal provinces.

BEW's target: 11 million m3/d compared with 5 million at present. Since previous targets have
been exceeded, it is quite feasible that BEW will actually achieve them

Asset injection is expected from the parent company. Equity will presumably be needed for this.
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Investment Strategy Water

Theme View:
Major Chinese cities have already and will further increase rates for waste water treatment to finance the needed investments in
new plants and infrastructure.

Regulation turned negative in the Brazilian state of Minas Gerais. The water utility was not able to get the increase in water prizes
approved.

British water utilities outperformed after authority OFWAT released the final decision about the water prices in UK and some
rumors about possible merger & acquisitions reached the market.

Reuse of water will grow faster than desalination as this technology is more affordable.
Portfolio Implications:

Companies benefiting from the growth opportunities in the Chinese water market are overweight. However, stock selection
becomes more important after stock prices of Chinese companies increased significantly.

Reduced exposure to Brazilian water utilities as there is a lot of uncertainties in further approvals of water prices, especially in
Minas Gerais.

British water utilities are attractive and are neutral weighted in the portfolio.

The fund is overweight in companies which supply technology for reuse of water such as Danaher or ITT.
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Disclaimer

Important legal information:

The details given on these pages do not constitute an offer. They are given for information purposes only. No liability is assumed for
the correctness and accuracy of the details given. The value of the units and the return they generate can go down as well as up. They
are affected by market volatility and by fluctuations in exchange rates. Past performance is no indication of future results. The values
and returns indicated here do not consider the fees and costs which may be charged when subscribing, redeeming and/or switching
units. The breakdown into sectors, countries and currencies as well as possibly indicated benchmarks are liable to change at any time
in line with the investment policy determined in the Prospectus. The translation into action of fund recommendations contained in these
documents shall always lie in the sole responsibility of the intermediary or investor. Investments should only be made after a thorough
reading of the current Prospectus and/or the Fund Regulations, the current simplified prospectus and articles of association, the latest
annual and semi-annual reports and after advice has been obtained from an independent finance and tax specialist. The documents
mentioned can be obtained free of charge by calling the local SAM office, on www.sam-group.com or from any address indicated
below. The range of SAM investment funds with domicile in Luxembourg (SICAV) is registered for public offering in Luxembourg,
Switzerland, Germany, Austria, Spain and Italy. However, due to the different registration proceedings in the various countries, no
guarantee can be given that each fund or share category is or will be registered in every jurisdiction and at the same time. For an up to
date registration list, please refer to www.sam-group.com. Please note that in any jurisdiction where a fund or share category is not
registered for public offering, they may, subject to the applicable local regulation, only be sold in the course of private placement or
institutional investments. Particularly, the SAM funds are not registered and, therefore, may not be offered for sale or be sold in the
United States of America and their dependencies. In a case of private placement this pages are destined exclusively for internal use by
the intermediary appointed by SAM and/or the institutional investor and shall not be passed over to third parties. Particularly, this
document shall under no circumstances be used as material for public offering or any other kind of promoting to the public of the SAM
Funds or their share categories. Switzerland: Representative is Julius Baer Investment Funds Services Ltd., Hohlstrasse 602,
Postfach, CH-8010 Zurich. Germany: Paying and Information Agent is Bank Julius Bar (Deutschland) AG, An der Welle 1, Postfach
150252, D-60062 Frankfurt/Main. Austria: Paying Agent is Erste Bank der Osterreichischen Sparkassen AG, Graben 21, A-1010
Vienna. Spain: SAM investment funds are registered in the Registry of Foreign Collective Investment Institutions Commercialized in
Spain of the CNMV: Julius Baer Multipartner (No. 421). For a list of registered distributors in Spain, please refer to www.cnmv.es.
Copyright © 2010 SAM - all rights reserved.
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