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12-month upside potential

Target price 4.37
Current price (as at 1 Aug) 2.56
Capital upside (%) 70.7
Net dividends (%) 2.8
Total return (%) 73.5

Key stock information

Syariah-compliant? Yes
Market cap (RM m) 1,407
Issued shares (m) 549
Free float (%) 34
52-week high / low (RM) 3.12/1.74
3-mth avg volume (‘000) 850
3-mth avg turnover (RM m) 2

Share price performance

1M 3M 6M
Absolute (%) -5.8 -6.4 -7.7
Relative (%) -7.6 -5.8 -11.4
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Major shareholders %
Dataran Sentral (M) Sdn Bhd 24.3
Mulpha Infrastructure Holdings 21.9
Lembaga Tabung Haji 5.9

Company Update

Mudajaya Group Buy

Construction Bloomberg Ticker: MDJ MK | Bursa Code: 5085

India’s wakeup call

India recently experienced its worst power crisis, effecting over 600m people across 20
states. We view this blackout as a positive for RKM (Mudajaya’s 26% associate) as there is
heightened pressure for Coal India Ltd to ink the fuel supply agreements with IPPs. Coal
India Ltd recently agreed to supply 80% of the required coal to the IPPs with any shortfalls
met via imports. The pooled pricing should not impact RKM given its fuel cost pass thru
mechanism. Maintain BUY on Mudajaya with RM4.37 TP.

Monster blackout hits India

» On Monday and Tuesday, India was hit by a massive power disruption affecting over
600m people, marking India’s worst power crisis. While Monday’s blackout impacted 9
states, it was far worse on Tuesday with 20 states effected, covering India’s entire
northern half (see Figure 1).

> India’s Federal Power Minister said that the outage was caused by states drawing power
“beyond their permissible limits”. There appeared to have been a domino effect, with
the overloaded northern grid drawing too heavily on the eastern grid, which in turn led
to the collapse of the north-eastern network.

Loud wakeup call

» We think that this event serves as a loud wakeup call for the Indian government to
swiftly resolve India’s power shortage which is estimated to run at a negative reserve
margin of -15%, implying that blackouts are experienced at some point every day.

> This massive power disruption also puts pressure on Coal India Ltd (CIL) to expedite the
signing of the Fuel Supply Agreement (FSA) with IPPs to ensure the generation capacity
comes on-stream as planned. Recall that one of the major hiccups in India’s power
sector is the reluctance of CIL to ink the coal supply agreement with IPPs (see our
Mudajaya reports dated 13 and 18 April).

» During CIL's board meeting on 31 July, it was agreed that CIL will supply at least 80% of
the required coal to the IPPs. To meet the minimum supply, 65% will come from
domestic coal while the balance 15% will be imported to cover the shortfall.

> A pooled pricing mechanism will be employed to ensure pricing fairness to all IPPs. Each
IPP will pay the same price for its coal which is based on the weighted average price of
domestic and imported coal.

» Previously, it was proposed that a 0.01% penalty be imposed on CIL if it fails to supply
the minimum 80% requirement. With such an insignificant penalty, there were concerns
whether CIL will be committed to fulfil its supply obligations. However, with coal imports
and a pooled pricing mechanism now coming in, we think this penalty clause is likely to
be raised. Earlier proposals were for a 40% penalty on the shortfall sum.

Impact on Mudajaya

» We view India’s blackout as a positive to Mudajaya’s 26% associate, RKM Powergen,
which is tasked to operate 4x360MW coal fired power plants in Raigarh, Chhattisgarh.
RKM is one of the IPPs in India that has yet to ink the FSA with CIL.

> While the pooled pricing mechanism will increase the overall coal cost for RKM, it will
not dent its bottomline as it can invoke its Fuel Cost Pass Thru (FCPT) mechanism to
charge a correspondingly higher tariff.

Valuation and recommendation

» We maintain our earnings forecast and BUY rating on Mudajaya at an unchanged TP of
RM4.37. Our TP is based on a 25% discount to SOP value comprising: (i) 10x FY12
earnings and (ii) FCFE valuation of its Chhattisgarh IPP at 16% equity cost. This implies an
undemanding FY12-13 P/E of 9x and 7.5x respectively.

All required disclosure and analyst certification appear on the last two pages of this report. Additional information is available upon
request. Redistribution or reproduction is prohibited without written permission
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Figure 1 : State’s effected by India’s power crisis
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Figure 2 : Sum-of-parts valuation for Mudajaya

Multiplier/ Value to

SOP Component RM/m ) Per Share
WACC Mudajaya

FY12 earnings 267 10 2,667 4.85

Chattisgarh IPP - FCFE at 16% equity cost 2,047 16% 532 0.97

SOP Value 3,200 5.82

Discount applied 25% (800) (1.46)

Target Price 2,400 4.37

Source: Alliance Research
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SNAPSHOT OF FINANCIAL AND VALUATION METRICS

Figure 3 : Key financial data

FYE 31 Dec FY10 FY11 FY12F FY13F FY14F
Revenue (RM m) 870.4 1,347.1 1,574.2 1,932.7 1,660.7
EBITDA (RM m) 280.5 299.9 396.7 460.4 332.7
EBIT (RM m) 277.9 297.1 392.3 454.8 325.9
Pretax profit (RM m) 278.4 293.9 392.3 454.8 435.4
Reported net profit (RM m) 215.6 231.0 266.7 318.9 333.1
Core net profit (RM m) 215.6 231.0 266.7 318.9 333.1
EPS (sen) 39.2 42.0 48.5 58.0 60.6
Core EPS (sen) 39.2 42.0 48.5 58.0 60.6
Alliance / Consensus (%) 110.9 106.7 97.8
Core EPS growth (%) 80.9 7.2 15.5 19.6 4.4
P/E (x) 6.5 6.1 5.3 4.4 4.2
EV/EBITDA (x) 4.4 4.1 3.1 2.7 3.7
ROE (%) 39.3 27.7 25.2 24.4 21.0
Net gearing (%) Net cash Net cash Net cash Net cash Net cash
Net DPS (sen) 3.4 6.9 7.3 8.7 9.1
Net dividend yield (%) 13 2.7 2.8 3.4 3.6
BV/share (RM) 1.32 1.72 2.13 2.63 3.14
P/B (x) 1.9 1.5 1.2 1.0 0.8
Source: Alliance Research, Bloomberg
Figure 4 : Forward P/E trend Figure 5 : Forward P/B trend
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Figure 6 : Peer comparison
Target  Share Net Dividend
price price Mkt Cap EPS Growth (%) P/E (x) P/BV (x) ROE (%) Yield (%)
Company Call (RM) (RM) (RM m) CY12 cvY13 CY12 CY13 (CY12 CY13 CYi2 (CY13 (Cvyi2 (Cyi3
Gamuda Buy 4.77 3.52 7,319.5 17.4 13.4 13.2 11.6 1.8 1.7 13.6 143 3.8 4.3
1JM Corporation Neutral 5.61 5.13 7,087.9 18.5 9.2 14.0 12.8 1.3 1.2 9.1 9.4 2.9 3.1
WCT Trading buy 3.10 2.48 2,035.5 10.5 19.8 11.3 9.5 1.3 1.2 11.4 12.5 3.1 3.7
Mudajaya Group Buy 4.37 2.56 1,406.6 15.5 19.6 53 4.4 1.2 1.0 22.7 22.1 2.8 3.4
Kimlun Corp Buy 1.85 1.42 341.4 6.6 16.9 7.5 6.4 13 1.1 16.0 14.8 3.3 3.9
Average 13.7 15.8 10.3 8.9 1.4 1.2 14.6 14.6 3.2 3.7

Source: Alliance Research, Bloomberg

Share price date: 1 Aug 2012
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Financial Summary

Income Statement

Price Date: 1 Aug 2012

FYE Dec FY10 FY11 FY12f FY13f FY14f FYE Dec FY10 FY11 FY12f FY13f FY14f
PPE 434 75.1 100.1 125.1 150.1 Revenue 870.4 1,347.1 1,574.2 1,932.7 1,660.7
Intangibles 7.0 8.0 9.0 10.0 11.0 EBITDA 280.5 299.9 396.7 460.4 332.7
Inventories 12.3 12.8 21.9 27.4 24.7 Depn & amort (2.6) (2.8) (4.4) (5.6) (6.9)
Receivables 380.3 706.3 690.0 847.2 728.0 Netinterest expense - - - - -
Otherassets 421.8 479.7 676.0 872.4 1,019.0 Associates & JV 0.5 (3.2) - - 109.5
Deposit, bank and cash 254.9 154.8 190.5 185.5 365.8 El - - - - -
Assets 1,119.7 1,436.7 1,687.5 2,067.6 2,298.6 Pretax profit 278.4 293.9 392.3 454.8 435.4
Taxation (41.4) (17.0) (58.8) (68.2) (65.3)
LT borrowings - - - - - Mi (21.4) (45.9) (66.7) (67.6) (37.0)
ST borrowings - - - - - Net profit 215.6 231.0 266.7 318.9 333.1
Payables 337.7 413.9 438.1 547.1 494.9 Adj net profit 215.6 231.0 266.7 318.9 333.1
Other liabilities 21.0 15.0 15.0 15.0 15.0
Liabilities 358.7 428.9 453.1 562.1 509.9 Key Statistics & Ratios
FYE Dec FY10 FY11 FY12f FY13f FY14f
Share capital 314.8 320.3 320.3 320.3 320.3
Reserves 408.2 625.9 852.6 1,123.7 1,406.8 Growth
Shareholder's equity 723.1 946.2 1,172.9 1,444.0 1,727.1 Revenue 20.9% 54.8% 16.9% 22.8% -14.1%
MI 37.9 61.6 61.6 61.6 61.6 EBITDA 62.5% 6.9% 32.3% 16.1% -27.7%
Equity 761.0 1,007.7 1,234.5 1,505.5 1,788.7 Pretax profit 65.7% 5.6% 33.5% 15.9% -4.3%
Net profit 80.9% 7.2% 15.5% 19.6% 4.4%
Equity and Liabilities 1,119.7 1,436.7 1,687.5 2,067.6 2,298.6 Adj EPS 80.9% 7.2% 15.5% 19.6% 4.4%
Cash Flow Statement Profitability
FYE Dec FY10 FY11 FY12f FY13f FY14f EBITDA margin 32.2% 22.3% 25.2% 23.8% 20.0%
Profit before taxation 278.4 293.9 3923 454.8 435.4 Net profit margin 24.8% 17.2% 16.9% 16.5% 20.1%
Depreciation & amortisation 2.6 2.8 4.4 5.6 6.9 Effective taxrate 14.9% 5.8% 15.0% 15.0% 15.0%
Changes in working capital (47.1) (250.2) 31.2 (53.6) 69.7 ROA 24.0% 18.1% 17.1% 17.0% 15.3%
Netinterest received/ (paid) - - - - - ROE 39.3% 27.7% 25.2% 24.4% 21.0%
Tax paid (41.4) (17.0) (58.8) (68.2) (65.3)
Others 3.2 85.2 - - - Leverage
Operating Cash Flow 195.7 114.7 369.1 338.6 446.7 Debt/ Assets (x) - - - - -
Debt/ Equity (x) - - - - -
Capex (9.6) (34.5) (25.0) (25.0) (25.0) (Net debt)/ equity (x) Netcash Netcash Netcash Netcash Netcash
Investmentin associate (156.0) (68.0) (200.0) (200.0) (150.0)
Others (43.5) (75.2) (69.1) (66.7) (40.8) Key Drivers
Investing Cash Flow (209.1) (177.7) (294.1) (291.7) (215.8)  FYE Dec FY10 FY11 FY12f FY13f FY14f
Contract wins (RM/m) 241 766 1,800 500 500
Issuance of shares 176.9 5.5 - - -
Changes in borrowings - - - - - Valuation
Dividends paid (18.4) (38.1) (40.0) (47.8) (50.0)  FYE Dec FY10 FY11 FY12f FY13f FY14f
Others (6.3) (4.4) - - - EPS (sen) 39.2 42.0 48.5 58.0 60.6
Financing Cash Flow 152.2 (37.1) (40.0) (47.8) (50.0) Adj EPS (sen) 39.2 42.0 48.5 58.0 60.6
P/E (x) 6.5 6.1 5.3 44 42
Net cash flow 138.8 (100.1) 35.7 (5.0) 180.3 EV/ EBITDA (x) 4.4 4.1 3.1 2.7 3.7
Forex - - - - -
Beginning cash 116.1 254.9 154.8 190.5 185.5 Net DPS (sen) 3.4 6.9 7.3 8.7 9.1
Ending cash 254.9 154.8 190.5 185.5 365.8 Yield 1.3% 2.7% 2.8% 3.4% 3.6%
BV pershare (RM) 1.32 1.72 2.13 2.63 3.14
P/BV (x) 1.9 1.5 1.2 1.0 0.8
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DISCLOSURE

Stock rating definitions

Strong buy - High conviction buy with expected 12-month total return (including dividends) of 30% or more

Buy - Expected 12-month total return of 15% or more

Neutral - Expected 12-month total return between -15% and 15%

Sell - Expected 12-month total return of -15% or less

Trading buy - Expected 3-month total return of 15% or more arising from positive newsflow. However, upside may not be
sustainable

Sector rating definitions

Overweight - Industry expected to outperform the market over the next 12 months
Neutral - Industry expected to perform in-line with the market over the next 12 months
Underweight - Industry expected to underperform the market over the next 12 months

Commonly used abbreviations

Adex = advertising expenditure

bn = billion

BV = book value

CF = cash flow

CAGR = compounded annual growth rate
Capex = capital expenditure

CY = calendar year

Div yld = dividend yield

DCF = discounted cash flow

DDM = dividend discount model

DPS = dividend per share

EBIT = earnings before interest & tax
EBITDA = EBIT before depreciation and amortisation

EPS = earnings per share
EV = enterprise value

FCF = free cash flow

FV = fair value

FY = financial year

m = million

M-o0-m = month-on-month
NAV = net assets value
NM = not meaningful
NTA = net tangible assets
NR = not rated

p.a. = per annum

PAT = profit after tax

PBT = profit before tax

P/B = price / book ratio

P/E = price / earnings ratio
PEG = P/E ratio to growth ratio
g-o-q = quarter-on-quarter

RM = Ringgit

ROA = return on assets

ROE = return on equity

TP = target price

trn = trillion

WACC = weighted average cost of capital
y-0-y = year-on-year

YTD = year-to-date
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DISCLAIMER

This report has been prepared for information purposes only by Alliance Research Sdn Bhd (Alliance Research), a subsidiary of Alliance
Investment Bank Berhad (AIBB). This report is strictly confidential and is meant for circulation to clients of Alliance Research and AIBB
only or such persons as may be deemed eligible to receive such research report, information or opinion contained herein. Receipt and
review of this report indicate your agreement not to distribute, reproduce or disclose in any other form or medium (whether electronic
or otherwise) the contents, views, information or opinions contained herein without the prior written consent of Alliance Research.

This report is based on data and information obtained from various sources believed to be reliable at the time of issuance of this report
and any opinion expressed herein is subject to change without prior notice and may differ or be contrary to opinions expressed by
Alliance Research’s affiliates and/or related parties. Alliance Research does not make any guarantee, representation or warranty
(whether express or implied) as to the accuracy, completeness, reliability or fairness of the data and information obtained from such
sources as may be contained in this report. As such, neither Alliance Research nor its affiliates and/or related parties shall be held liable
or responsible in any manner whatsoever arising out of or in connection with the reliance and usage of such data and information or
third party references as may be made in this report (including, but not limited to any direct, indirect or consequential losses, loss of
profits and damages).

The views expressed in this report reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendation(s) or view(s) in
this report. Alliance Research prohibits the analyst(s) who prepared this report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or providing a specific recommendation for, or view of, a particular company.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation to buy or sell any
securities or other investments or any options, futures, derivatives or other instruments related to such securities or investments. In
particular, it is highlighted that this report is not intended for nor does it have regard to the specific investment objectives, financial
situation and particular needs of any specific person who may receive this report. Investors are therefore advised to make their own
independent evaluation of the information contained in this report, consider their own individual investment objectives, financial
situations and particular needs and consult their own professional advisers (including but not limited to financial, legal and tax advisers)
regarding the appropriateness of investing in any securities or investments that may be featured in this report.

Alliance Research, its directors, representatives and employees or any of its affiliates or its related parties may, from time to time, have
an interest in the securities mentioned in this report. Alliance Research, its affiliates and/or its related persons may do and/or seek to do
business with the company(ies) covered in this report and may from time to time act as market maker or have assumed an underwriting
commitment in securities of such company(ies), may sell or buy such securities from customers on a principal basis and may also perform
or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit
such investment, advisory or other services from any entity mentioned in this report.

AIBB (which carries on, inter alia, corporate finance activities) and its activities are separate from Alliance Research. AIBB may have no
input into company-specific coverage decisions (i.e. whether or not to initiate or terminate coverage of a particular company or securities
in reports produced by Alliance Research) and Alliance Research does not take into account investment banking revenues or potential
revenues when making company-specific coverage decisions.

In reviewing this report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest. Additional information is, subject to the overriding issue of confidentiality, available upon request to
enable an investor to make their own independent evaluation of the information contained herein.

Published & printed by:

ALLIANCE RESEARCH SDN BHD (290395-D)
Level 19, Menara Multi-Purpose

Capital Square

8, Jalan Munshi Abdullah

50100 Kuala Lumpur, Malaysia

Tel: +60 (3) 2692 7788

Fax: +60 (3) 2717 6622

Email: allianceresearch@alliancefg.com



