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TNB serves winding-up petitions on
Perwaja Steel unit for amount due

p Recommendation:

Buy
TARGET Price: RM16.80
by VIDF Research (Sept 21)

Highlights

e TNB serving winding-up
petitims on Perwaja Steel.

e Anount outstanding of
RM131m accounts for 2% of
FY16F earnings and is 0.1% of
our TF.

e Re-affirm ‘Buy’ atunchanged
DCF-derived TP of RM16.80/
share.

Seres winding-up peti-
tions'gainst Perwaja Hold-
ings ihd. Tenaga Nasional
Bhd (NB) has served three
windig-up petitions on Per-
waja teel Sdn Bhd’s unit for
outsteding amounts owing to
the foner.

Bac in August, TNB was
demaling a total payment of
RM13n from Perwaja, and the

latter as given 21 days to set- -

tle the amount, failing which,
winding-up proceedings
would be instituted.

It is reported that Perwaja
had in February 2014 signed a
settlement agreement with
TNB to settle a sum of RM164m
in monthly instalments. How-
ever, Perwaja failed to meet its
obligations given that it has
ceased operations. This
resulted in TNB terminating
the settlement agreement and
demanding all remaining out-
standing amounts from Per-
waja. Perwaja is now contest-
ing TNB's petition since it is in
the middle of finalising a pro-
posed regularisation plan.

A provision wouldn't
change our view much. The
RM131m amount claimed from
Perwaja accounts for 1.8% of
our FY16F net profit, which is
the impact it would have if TNB
were to provide for the amount.

The RM131m also translates

to around two sen/share which
is about 0.1% of our TP of
RM16.80/share.

Our conviction is premised
on balance sheet value unlock-
ing. Key catalysts: 1) Strong
earnings visibility postimba-
lance cost pass-through imple-
mentation; 2) dividend catalyst
on the back of free cashflow
yield of ~7% over FY16F/17F, a
relatively under-geared balance
sheet at 0.35x and the upcoming
capital optimisation exercise; 3)
overseas expansion provides
scope for stronger growth in
the mid-term; and 4) the heat-
wave in THCY16 provided a

. temporary boost to demand in

an otherwise, weak economlc
growth environment.

Capital management and the
resolution of its RM2b tax issue
with the Inland Revenue Board
are key catalysts over the next
12 months. Plus, 4% dividend
yield looks attractive.
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