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“Expands order book to new
record high of RM0.9bn”
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Taliworks (Twk MK)

BUY (upgrade) ‘
Up/Downside: +10.9%

Price Target: RM0.95
Previous Target (Rating): RM0.86 (Hold)

Boosts construction order book

» Taliworks secured a second major contract for the Sg Rasau Water Supply
Scheme (WSS) Phase 1 project worth RM602.4m, bringing new contract wins
YTD to RM896.3m.

» We reduce our 2021E core EPS by 1% to reflect the impact of securing new
contracts in late-2021 but raise core 2022-23E EPS by 18-29% to reflect higher
construction earnings, partly offset by lower solar assets earnings contribution

» We upgrade our call on Taliworks to BUY from Hold with higher target price
(TP) of RMO0.95, based on 20% discount to lifted RNAV (reflecting higher
construction segment valuation)

Record-high order book of RM0.9bn

Taliworks has secured 2 packages for the Sg Rasau WSS Phase 1 project, bringing the
total new contract wins to RM896.3m YTD 2021. This exceeds our previous assumption
of RM300m new contracts in 2021-23E. Taliworks’ remaining order book increased to a
new record high of about RM0.9bn, supporting construction earnings growth over the
next 3 years. Assuming PBT margin of 10% for the new contracts, we lift core EPS by
18-29% in 2022-23E. The positive earnings impact from the new contracts is partly offset
(reduced by 4-5 ppt) by the reduction in contribution from its proposed acquisition of
solar assets. Taliworks announced that the agreement to acquire the balance 20%
minority interest in the solar assets has lapsed. It will continue to pursue the acquisition
of an 80% stake in the 4 solar assets from Terraform Global for RM144.1m.

Short-listed for RM2bn contract

We gather that Taliworks has also been short-listed for Package 1 of the project and the
award decision is expected in 1-2 months. Package 1 involves the construction of a
700MLD water treatment plant (WTP) with indicative contract value of RM2bn. Hence,
there is potential upside to our earnings forecasts if it also secures Package 1 of the
project. Based on the same assumptions, we estimate the potential upside to core EPS
is 44-61% if it secures the remaining package for the project. We have not assumed the
potential contract to be secured in our forecasts, given the stiff competition for the tender.

Upgrade to BUY

We raise our RNAV/share by 10% to RM1.18 from RM1.08 to a higher valuation for its
construction arm (same PER of 12 but raise sustainable earnings assumption to RM25m
from RM4m previously). Based on the same 20% discount to RNAV, we lift our TP to
RM0.95 from RMO0.86. Given potential total return of close to 20%, we upgrade our call
to BUY from Hold. Key upside/downside risks: changes in government policies and a
faster/slower-than-expected economic recovery.

Earnings & Valuation Summary

FYE 31 Dec 2019 2020 2021E 2022E 2023E
Revenue (RMm) 377.1 317.9 328.0 555.7 668.0
EBITDA (RMm) 147.3 121.7 153.2 150.9 173.3
Pretax profit (RMm) 108.8 78.5 122.0 117.1 142.2
Net profit (RMm) 76.5 59.5 79.9 81.5 100.7
EPS (sen) 3.8 3.0 4.0 4.0 5.0
PER (x) 22.5 29.0 21.6 21.1 17.1
Core net profit (RMm) 49.7 66.2 81.6 83.5 100.7
Core EPS (sen) 2.5 3.3 4.0 4.1 5.0
Core EPS growth (%) 36.9 333 233 2.3 20.6
Core PER (x) 347 26.0 21.1 20.6 17.1
Net DPS (sen) 5.3 6.6 6.6 6.6 6.6
Dividend Yield (%) 6.1 7.7 7.7 7.7 7.7
EV/EBITDA 10.0 13.2 11.7 12.1 10.3
Chg in EPS (%) -0.6 +18.0 +28.6
Affin/Consensus (X) 1.0 1.2 1.4

Source: Company, Affin Hwang forecasts
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Secured 2 packages of Sg Rasau WSS Phase 1 project

Just to recap, Taliworks announced that it has been awarded a design and build contract
for the Sg Rasau water treatment plant (WTP) and WSS Phase 1 Package 3 in Selangor
by Pengurusan Air Selangor Sdn Bhd on 2 December 2021. The project involves the
construction of the new Bukit Lipat Kajang booster station, reservoirs and associated
works at a contract sum of RM293.9m. The contract period is from 15 December 2021
to 31 December 2024. Subsequently, Taliworks was also awarded Package 2 for this
project involving the construction of a treated water pumping station and mains to the
existing Bukit Lipat Kajang Reservoirs, distribution and associated works on 16
December 2021. The new contract value is RM602.4m with a 3-year construction period.
Both packages are to complete by 31 December 2024. We assume new contract wins
of RM896m in 2021E (actual) and RM300m p.a. in 2022-23E. The expected jump in
construction earnings will also see this division increase its contribution to 15-23% of
group EBIT in 2022-23E from potential breakeven or a small loss in 2021.

Fig 1: Sg Rasau Water Treatment Plant and Water Supply Scheme

Source: Affin Hwang, Company

Fig 2: RNAV and target price

Segments SIEUCECH)] RNAV Old RNAV  Change
(RMm) (RMm) (%)
Construction @ PER of 12x net profit of RM25m 100 300 48 525
Water @ DCF at WACC of 7% 100 539 539 0
Toll highway @ DCF at WACC of 7% 32.5-51.0 581 581 0
Waste management @ DCF at WACC of 7% 35 374 374 0
Solar power @ DCF at WACC of 7% 80 138 172 (20)
Co. net cash/(debt) 456 456 0
RNAV 2,388 2,171 10
No. of shares (m shrs) 2,016 2,016 0
RNAV/share (RM) 1.18 1.08 10
Target price at 20% discount to RNAV/share 0.95 0.86 10

Source: Affin Hwang estimates
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Financial Summary — Taliworks Corporation
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Profit & Loss Statement

Key Financial Ratios and Margins

FYE 31 Dec (RMm) 2019 2020 2021E 2022E 2023E FYE 31 Dec (RMm) 2019 2020 2021E 2022E 2023E
Revenue 3771 317.9 328.0 555.7 668.0 Growth
Operating expenses (229.9) (196.2) (174.8) (404.8) (494.6) Revenue (%) 0.8 (15.7) 32 69.4 20.2
EBITDA 147.3 121.7 153.2 150.9 1733 EBITDA (%) 0.7 17.4) 25.9 (1.5) 149
Depreciation (35.7) (32.0) (34.3) (34.3) (34.3) Core net profit (%) 36.9 333 233 23 206
EBIT 111.6 89.7 118.9 116.6 139.1
Net intincome/(expense) (19.8) (7.3) (10.9) (13.7) (13.6) Profitability
Associates' contribution 9.8) 2.8 15.8 16.2 16.7 EBITDA margin (%) 39.0 38.3 46.7 271 26.0
Forex gain/(loss) 0.0 0.0 0.0 0.0 0.0 PBT margin (%) 28.9 24.7 37.2 21.1 21.3
Exceptional gain/(loss) 26.8 6.7) 1.7 (2.0) 0.0 Net profit margin (%) 203 187 244 147 15.1
Pretax profit 108.8 78.5 122.0 117.1 142.2 Effective tax rate (%) 203 19.1 20.3 20.3 20.0
Tax (22.1) (15.0) (24.8) (23.8) (28.4) ROA (%) 32 2.7 39 39 49
Minority interest (10.3) (4.0) (17.4) (11.7) (13.1) Core ROE (%) 48 6.6 8.8 95 12.0
Net profit 76.5 59.5 79.9 815 100.7 ROCE (%) 10.2 10.8 129 11.9 149
Core net profit 49.7 66.2 81.6 83.5 100.7 Dividend payout ratio (%) 138.4 2237 166.5 163.2 132.1
Balance Sheet Statement Liquidity
FYE 31 Dec (RMm) 2019 2020 2021E 2022E 2023E Current ratio (X) 3.7 4.9 4.0 29 31
Fixed assets 12.4 9.2 9.6 10.1 105 Op. cash flow (RMm) 642.8 43.1 101.9 108.4 198.6
Other long term assets 1,533.2 1,485.2 1,606.8 1,584.7 1,563.0 Free cashflow (RMm) 639.9 427 101.4 107.9 198.2
Total non-current assets 1,545.7 1,494.3 1,616.4 1,594.8 15735 FCF/share (sen) 31.7 2.1 5.0 5.4 9.8
Cash and equivalents 657.6 450.9 264.3 2254 277.0 Asset management
Stocks 12 29 7.1 9.9 10.6 Debtors turnover (days) 119.3 119.1 167.7 144.1 83.2
Debtors 123.2 103.7 150.7 219.4 152.2 Stock turnover (days) 11 33 7.9 6.5 58
Other current assets 25.9 231 231 231 231 Creditors turnover (days) 85.0 48.7 71.2 76.3 54.8
Total current assets 807.9 580.7 4453 477.8 462.9

Capital structure
Creditors 87.9 42.4 64.0 116.2 100.4 Net gearing (%) NA NA 9.2 14.3 8.6
Short term borrowings 42.6 327 30.0 30.0 30.0 Interest cover (x) 5.9 5.7 7.2 71 8.2
Other current liabilities 87.6 441 17.7 17.7 17.7
Total current liabilities 218.0 119.2 1117 163.9 148.1

Quarterly Profit & Loss
Long term borrowings 4429 3708 3708 3708 3708
Other long term liabilities 399.7 377.3 407.3 405.7 404.7 Revenue 82.6 74.9 65.6 61.9 102.3
Total long term liabilities 842.6 748.1 778.1 776.5 775.5 Operating expenses (48.9) (48.0) (40.3) (39.5) (32.8)
Shareholders' Funds 1,032.9 959.3 906.2 854.7 822.4 EBITDA 33.7 26.9 253 225 69.5
Minority interests 260.0 248.4 265.8 2775 290.6 Depreciation (8.5) (10.2) (7.2) 6.3) (7.6)

EBIT 25.2 16.7 18.0 16.2 61.9
Cash Flow Statement Net intincome/(expense) (2.3) (2.5) (2.5) (2.5) (2.8)
FYE 31 Dec (RMm) 2019 2020 2021E 2022E 2023E Associates' contribution 0.6 6.4 2.7 25 7.8
EBIT 1116 89.7 118.9 116.6 139.1 Forex gain/(loss) (0.0) 0.0 0.0 (0.0) 0.0
Depreciation & amortisation 357 32.0 343 343 343 Exceptional items 0.9) (1.5) (1.6) (0.0) 04
Working capital changes (56.3) (48.7) (29.7) (19.2) 50.6 Pretax profit 226 19.1 16.7 16.2 67.2
Cash tax paid (16.0) (12.4) (24.8) (23.8) (28.4) Tax (3.9) (3.7) (3.0 (2.9) (3.9)
Others 567.8 (17.5) 3.1 0.5 3.1 Minority interest (2.5) 0.4 14) 0.7) (22.0)
Cashflow from operation 642.8 43.1 101.9 108.4 198.6 Net profit 16.2 15.7 124 12.6 41.4
Capex (2.9) 0.4) (0.5) (0.5) (0.5) Core net profit 171 17.2 13.9 126 41.0
Disposal/(purchases) (538.1) 223.7 (144.1) 0.0 0.0
Others 0.0 0.0 0.0 0.0 0.0 Margins (%)
Cash flow from investing (541.0) 2233  (144.6) (0.5) (0.5) EBITDA 40.8 35.9 385 36.3 67.9
Debt raised/(repaid) 208 (79.5) 0.0 0.0 0.0 PBT 273 255 255 26.1 65.7
Equity raised/(repaid) 0.0 0.0 0.0 0.0 0.0 Net profit 19.6 21.0 18.9 20.3 40.4
Net interest income/(exp) (24.9) (18.8) (10.9) (13.7) (13.6)
Dividends paid (112.4)  (172.9) (133.0) (133.0) (133.0)
Others 613.9 (206.8) 0.0 0.0 0.0
Cash flow from financing 497.4 (478.0) (144.0) (146.8) (146.6)
Free Cash Flow 639.9 42.7 1014 107.9 198.2

Source: Company, Affin Hwang estimates
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Important Disclosures and Disclaimer

Equity Rating Structure and Definitions

BUY Total return is expected to exceed +10% over a 12-month period

HOLD Total return is expected to be between -5% and +10% over a 12-month period

SELL Total return is expected to be below -5% over a 12-month period

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company. Report is intended as information only and not as a recommendation

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months.

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months
NEUTRAL Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months
UNDERWEIGHT Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (“the Company”) based on sources believed to be reliable and is not to be
taken in substitution for the exercise of your judgment. You should obtain independent financial, legal, tax or such other professional advice, when making your independent appraisal, assessment, review
and evaluation of the company/entity covered in this report, and the extent of the risk involved in doing so, before investing or participating in any of the securities or investment strategies or transactions
discussed in this report. However, such sources have not been independently verified by the Company, and as such the Company does not give any guarantee, representation or warranty (expressed or
implied) as to the adequacy, accuracy, reliability or completeness of the information and/or opinion provided or rendered in this report. Facts, information, estimates, views and/or opinion presented in this
report have not been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units within the Company, including investment banking personnel
and the same are subject to change without notice. Reports issued by the Company, are prepared in accordance with the Company’s policies for managing conflicts of interest. Under no circumstances shall
the Company, be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or consequential losses, loss of profit and damages) arising from the use of or
reliance on the information and/or opinion provided or rendered in this report. Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities. The
Company its directors, its employees and their respective associates may have positions or financial interest in the securities mentioned therein. The Company, its directors, its employees and their respective
associates may further act as market maker, may have assumed an underwriting commitment, deal with such securities, may also perform or seek to perform investment banking services, advisory and other
services relating to the subject company/entity, and may also make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. The Company,
its directors, its employees and their respective associates, may provide, or have provided in the past 12 months investment banking, corporate finance or other services and may receive, or may have
received compensation for the services provided from the subject company/entity covered in this report. No part of the research analyst’s compensation or benefit was, is or will be, directly or indirectly,
related to the specific recommendations or views expressed in this report. Employees of the Company may serve as a board member of the subject company/entity covered in this report.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any
kind relating to such data.

Copyright © 2021 Sustainalytics. All rights reserved.

This report contains information developed by Sustainalytics. Such information and data are proprietary of Sustainalytics and/or its third-party suppliers (Third-Party Data) and are provided for informational
purposes only. They do not constitute an endorsement of any product or project, nor an investment advice and are not warranted to be complete, timely, accurate or suitable for a particular purpose. Their
use is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers.

This report, or any portion thereof may not be reprinted, sold or redistributed without the written consent of the Company.

This report is printed and published by:
Affin Hwang Investment Bank Berhad (14389-U)
A Participating Organisation of Bursa Malaysia Securities Berhad

22nd Floor, Menara Boustead,
69, Jalan Raja Chulan,
50200 Kuala Lumpur, Malaysia.

T:+603 2142 3700
F:+603 2146 7630
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