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Sector coverage: Water

Company description: Taliworks is involved in
water and waste-related businesses. It has
expanded its core expertise to include highway
management and construction & engineering.
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Stock information
Bloomberg ticker TWK MK
Bursa code 8524
Issued shares (m) 2016
Market capitalisation (RM m) 1673
3-mth average volume (‘000) 694
SC Shariah compliant Yes
F4GBM Index member No
ESG rating NA
Major shareholders
Tali Eaux Sdn Bhd 19.0%
Water Clinic Sdn Bhd 13.4%
Sethu Vijay Vijendra 9.0%

Earnings summary

FYE (Dec) FY20
PATMI - core (RM m) 59.5
EPS - core (sen) 3.0
P/E (x) 28.1

Fy21f  FY22f

51.5 55.7
26 28
31.8 31.0

Taliworks Corporation

Steady as always

Taliworks’s 1HFY21 core PATAMI of RM25m (-9.6% YoY) was within ours but
below consensus expectations. DPS of 1.65 sen was declared as expected.
Performance from its water segment should remain steady while its toll division
could benefit from looser restrictions moving ahead. Taliworks might also
secure construction work from upcoming WTP projects. Maintain forecasts and
BUY with unchanged SOP-driven TP of RM0.96. We continue to like Taliworks
for its consistent earnings delivery amidst pandemic uncertainties bolstered by
an attractive dividend profile of 8.0%. Key downside risk includes protracted
restrictions from Covid-19 SOPs.

Within expectations. Taliworks reported 2QFY21 results with revenue of RM61.9m (-
5.6% Qo0Q, -18.6% YoY) and core PATAMI of RM12.6m (1.4% QoQ, 7.4% YoY). This
brings 1HFY21 core PATAMI to RM25.0m, decreasing by -9.6%. Results were within
our but slightly below consensus at 48% and 41% of full year forecasts.

Dividends. DPS of 1.65 sen was declared for the quarter (going ex on 7 Sept 2021).
Dividend payment is in-line with our expectations of 1.65 sen per quarter.

QoQ. Core PATAMI registered marginal increase of 1.4% despite revenue declining
by -5.6% aided by higher margins from its construction business (reversal of retention
sum losses) and lower minority interests as contribution from its Cheras-Kajang
highway was lower chalking up a lower ADT of -17.1%.

YoY. Core PATAMI increased by 7.4% offsetting revenue decline of -18.6% driven by
RM3m swing to profitability by its associate (SWM) and lower finance costs (-7.8%)
having retired two tranches of its IMTN. We note that the revenue decline resulted
from cessation of Taliworks Langkawi which contributed RM14m (revenue) and
marginal operating loss of -RM676k in 2QFY20.

YTD. 1HFY21 earnings fell by -9.6% brought about by lower metered sales at SSP1,
expiration of Langkawi water operations and lower net returns from investments.

Water segment. Revenue declined by -29% resulting from: (1) expiration of Taliworks
Langkawi (31-Oct-20) and (2) lower metered sales and electricity rebates for its SSP1
operations. Excluding Langkawi, metered sales at SSP1 declined by -1.6% with
average MLD marginally lower by -1.1% during the period. The segment is poised to
benefit from steady contribution from SSP1.

Tolls. Revenue contribution from Cheras-Kajang highway increased by 2% driven by
improving ADT of 2.7% YoY. We believe the recovery was derailed by NRP Phase 1
in June. Nonetheless, performance was still better than 2QFY20 which was dragged
by MCO1.0. Grand Sepadu’s ADT came in higher by 7.7% YoY on the back of low
base effect as well as redirection of traffic from closure of the old bypass. We
anticipate further rebound in ADT in in-line with loosening restrictions moving forward.

Forecast. Maintain forecasts given in-line earnings performance.

Maintain BUY, TP: RM0.96. Maintain BUY with same SOP-driven TP of RMO0.96.
Taliworks’s defensive source of earnings should anchor its healthy sustainable yields
of 8.0% for FY21-22. We continue to like Taliworks for its consistent earnings delivery
amidst pandemic uncertainties bolstered by an attractive dividend profile. Key
downside risk includes protracted restrictions from Covid-19 SOPs.
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Figure #1 Quarterly results comparison

FYE Dec (RM m) 2QFY20 1QFY21 2QFY21 QoQ (%) YoY (%) 1HFY20 1HFY21 YoY (%)
Revenue 76.1 65.6 61.9 (5.6) (18.6) 160.4 1275 (20.5)
EBITDA 27.2 25.9 24.7 4.5) (9.2) 65.0 50.6 (22.2)
Finance cost (5.2) @) (4.8) 2.0 (7.8) (10.8) (9.4) (12.5)
Share of results of JV 0.0 04 0.2 (48.4) 404.9 02 06 208.6
Share of results of associate (1.0) 23 23 (2.6) (336.5) (4.3) 4.6 (206.1)
PBT 15.7 16.7 16.2 (3.3) 3.0 36.9 32.9 (10.7)
PAT 12.0 13.8 133 (3.6) 10.3 29.5 27.0 (8.4)
Core PATMI 11.7 12.4 12.6 1.4 74 276 25.0 (9.6)
Reported PATMI 11.7 12.4 126 1.4 74 27.6 25.0 (9.6)
Core EPS (sen) 06 06 0.6 1.4 74 1.4 1.2 (9.6)
EBITDA margin (%) 35.8% 39.4% 39.9% 40.6% 39.7%

PBT margin (%) 20.6% 25.5% 26.1% 23.0% 25.8%

PATMI margin (%) 15.4% 18.9% 20.3% 17.2% 19.6%

Bursa, HLIB Research

Figure #2 SOP valuation for Taliworks
Sum of parts Multiplier Cost of Equity Value Stake Per Share

(x) (%) (RMm) (RM m) ()]
Highway Assets

Cheras- Kajang Highway 7 538 51 274 0.14
NNKSB 7 269 45 111 0.06
Water Operations

SHSB & Taliworks Langkawi 8 578 100 578 0.29
Solid Waste Management

SWME based on acquisition price 700 35 245 0.12
Construction 6 8 100 8 0.00
Receivables owed by SPLASH 714 0.35
Net Cash and financial assets 20 0.01
SOP Valuation 1,951 0.96
HLIB Research
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Financial Forecast

All items in (RM m) unless otherwise stated

Balance Sheet

Income Statement

FYE Dec FY19 FY20 FY21f FY22f FY23f
Cash 716.0 504.4 458.3 380.5 319.1
Receivables 148.1 125.5 105.5 105.5 95.5
Inventories 12 29 29 2.9 29
PPE 12.2 8.9 10.2 11.1 11.8
Others 1,476.1 1,433.3 1,409.6 1,384.6 1,358.0
Assets 2,353.5 2,075.0 1,986.4 1,884.5 1,787.2
Payables 211.0 94.9 107.2 105.8 107.4
Debt 467.6 403.5 3735 3435 3135
Others 382.0 368.9 368.9 368.9 368.9
Liabilities 1,060.6 867.3 849.6 818.1 789.7
Shareholder's equity 1,032.9 959.3 878.8 799.7 7231
Minority interest 260.0 2484 2554 262.8 270.5
Equity 1,292.9 1,207.7 1,134.2 1,062.5 993.6
2.6
Cash Flow Statement
FYE Dec FY19 FY20 FY21f FY22f FY23f
Profit before taxation 87.9 78.5 784 80.8 84.7
D&A 35.8 320 29.8 30.1 30.3
Working capital (214.1) (71.8) 323 (1.4) 11.6
Taxation (23.1) (15.0) (18.9) (19.5) (20.5)
Others 348 15.3 19.9 18.4 18.7
CFO (78.7) 3941 141.6 108.3 124.8
Others 714.0 230.1 - - -
CFI 714.0 2301 (5.0) (5.0) (5.0)
Changes in debt 20.5 (64.1) (30.0) (30.0) (30.0)
Shares issued
Dividends (96.8) (133.0) (133.0) (133.1) (133.1)
Others (25.0) (79.9) (19.6) (18.1) (18.1)
CFF (101.2) (277.1) (182.7) (181.2) (181.2)
Net cash flow 534.1 (7.9) (46.1) (77.8) (61.4)
Forex
Others - - - - -
Beginning cash 89.8 716.0 504.4 458.3 380.5
Ending cash 716.0 504.4 458.3 380.5 319.1

FYE Dec FY19 FY20 FY21f FY22f FY23f
Revenue 3771 3179 2914 290.6 297.9
EBITDA 158.5 128.9 1274 128.7 133.2
EBIT 122.7 96.9 98.4 99.2 103.4
Finance cost (25.0) (21.2) (19.6) (18.1) (18.1)
Associates & JV (9.8) 2.8 (0.3) (0.3) (0.6)
Profit before tax 87.9 78.5 784 80.8 84.7
Tax (23.1) (15.0) (18.9) (19.5) (20.5)
Net profit 64.8 63.5 59.5 61.4 64.2
Minority interest 10.0 4.0 7.0 74 7.7
Core PATAMI 54.8 59.5 52.5 54.0 56.5
Exceptionals (21.6)
Reported PATAMI 76.5 59.5 52.5 54.0 56.5
110.5 92.7 88.9 91.2 94.7
0.055 0.046 0.044 0.045 0.047

Valuation & Ratios
FYE Dec FY19 FY20 FY21f FY22f FY23f
Core EPS (sen) 2.7 3.0 2.6 2.7 2.8
P/E (x) 305 28.1 31.8 31.0 29.6
EV/EBITDA (x) 9.0 122 125 12.7 125
DPS (sen) 4.8 6.6 6.6 6.6 6.6
Dividend yield 5.8 8.0 8.0 8.0 8.0
BVPS (RM) 0.6 0.6 0.6 05 0.5
P/B (x) 1.3 14 15 1.6 1.7
EBITDA margin 42.0 40.6 437 443 4.7
EBIT margin 774 752 772 77.0 776
PBT margin 23.3 24.7 26.9 27.8 284
Core PATAMI margin 14.5 18.7 18.0 18.6 19.0
ROE 5.3 6.2 6.0 6.8 7.8
ROA 2.8 3.1 3.0 3.3 3.6
Netgearing CASH CASH CASH CASH CASH
Assumptions
FYE Dec FY19 FY20 FY21f FY22f FY22f

Water Output (m m®)

-SHSB 361.0 349.2 359.7 368.3 375.7

- Taliworks Langkawi 20.4 16.9 0.0 0.0 0.0

Traffic Volume (m)

- Cheras-Kajang Highway 54.1 434 477 48.2 48.7

-NNKSB 341 217 30.1 31.0 31.9
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for any
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to time, own, have positions
or be materially interested in any securities mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, directly or indirectly, to any person or published in whole or in part, or altered in
any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 23 August 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:

@-

2. As of 23 August 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

@-
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Stock rating guide

BUY Expected absolute return of +10% or more over the next 12 months.

HOLD Expected absolute return of -10% to +10% over the next 12 months.

SELL Expected absolute return of -10% or less over the next 12 months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result in a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sector rating guide

OVERWEIGHT Sector expected to outperform the market over the next 12 months.
NEUTRAL Sector expected to perform in-line with the market over the next 12 months.
UNDERWEIGHT Sector expected to underperform the market over the next 12 months.

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative
measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of the individual
stock under review.
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