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Abstract

Abstract

From the "Two Mountains Theory" to "Beautiful China", since the 18th CPC
National Congress, the construction of ecological civilization has accelerated in many
dimensions such as ideological concepts, strategic arrangement and implementation of
measures, and the environmental protection industry has made considerable
development during this period. This has brought about internal mergers and
acquisitions within the environmental protection industry, as well as investors' attention
to environmental stocks, which needs to be based on the effective evaluation of the
value of environmental protection enterprises. With the proposal of the "carbon peaking
and carbon neutrality”" goals, the sustainable development concept of ESG has gained
extensive attention, and many institutional investors and enterprises have incorporated
ESG factors into enterprise value research and investment decisions. The environmental
protection industry naturally possesses the attributes of a green industry and is closely
related to ESG. Therefore, it is of great significance to study how to incorporate ESG
factors into the enterprise valuation system of listed companies in environmental
protection industry.

Combined with sustainable development theory, stakeholder theory, and principal-
agent theory, this paper analyzes the impact path of ESG factors on enterprise value in
the income method, as well as factors that affect the value of environmental protection
enterprises. This paper compares and selects evaluation methods through three aspects:
macro environment, environmental protection industry and the current situation of
enterprises. I choose the FCFF model in the income method as the basis for the
improvement of this model. It is mainly divided into two parts: the improvement of
cash flow and correction of discount rate. The improvement of cash flow mainly
analyzes the key issues of ESG on environmental protection enterprises, selects carbon
emissions that have a significant impact on environmental protection enterprises, and
quantifies the impact on cash flow in the detailed forecast period. The beta coefficient

of discount rate and the sustainable growth rate are calculated using ESG scores, taking



Abstract

into account the ESG factors as a whole, which to reflect the impact of ESG
performance and practice on future revenue growth and risk of enterprises.

This paper selects Grandblue Environment Co., Ltd. as a case study and finds
that:(1) By analyzing the applicability of the main evaluation methods, the two-stage
FCFF model in the income method is more suitable for the value evaluation of
environmental protection enterprises. (2) ESG factors affect the enterprise value of
Grandblue Environment Co., Ltd. Applying for improved the model based on ESG
factors, the overall value of the Grandblue Environment Co., Ltd. is 32.732 billion yuan,
an increase of 18.75% compared to the traditional FCFF model with an overall value
of 27.741 billion yuan. Compared with the valuation results calculated by the market
method or the traditional two-stage FCFF model, it can be seen that on the evaluation
benchmark date, the improved model considering ESG factors is conducive to better
reflecting the internal value of the Grandblue Environment Co., Ltd. (3) Environmental
protection enterprises have a natural connection with ESG factors, and enterprises
should pay attention to their own ESG rate and performance, take initiative to disclose
ESG information, and actively participate in ESG practice to achieve enterprise value
enhancement and sustainable development.

Key Words: Improved FCFF model; ESG factors; Grandblue Environment Co., Ltd.;

Environmental protection enterprises; Enterprise value evaluation
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