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INITIATION REPORT 23 November 2017 

Name of PLC: Mega First Corporation Berhad (MFCB) PLC Website:  www.mega-first.com  

Business Summary: Investment holding group operating in power generation, manufacture of limestone 

products and property development 

Top Three Shareholders: Goh Nan Kioh and deemed interest 33.3% 

                                          FMR LLC    8.4% 

                                         Perbadanan Pembangunan Ekonomi Sabah (SEDCO)    3.6% 

Market / Sector: Trading/Services Stock Code: 

Bloomberg Ticker: 

3069 

MFCB:MK 

Market Capitalisation: RM 1,362.6m Recommendation: Buy 

Target Price:                             RM 5.50 Expected Capital Gain: 

Expected Div Yield: 

Expected Total Return: 

57.6% 

1.4% 

59.0%  Current Price: RM 3.49 

Analyst : Lim Boon Ngee | Tel : +603 2163 3200; Email : bnlim@bcta.com.my  

 
Key Stock Statistics 2015 2016 2017F 2018F 

EPS (sen)  29.2   31.7   38.6   34.5  

P/E (x)  11.9   11.0   9.0   10.1  

Net Dividend/Share (sen)  7.6   5.0   5.0   5.0  

NTA/Share (RM)  3.16   3.03   3.29   3.59  

Book Value/Share (RM)  3.20   3.06   3.32   3.62  

Issued Capital (mil shares)  254.2   381.4   390.4   390.4   

52-weeks Share Price Range (RM)   2.13 - 4.02 

Estimated free float    50.4% 

Average volume (shares)     163,960 

 

Per Share Data 2015 2016 2017F 2018F 

Year-end 31 Dec     

Book Value/Share (RM)  3.20   3.06   3.32   3.62  

Operating CF/Share (sen)  51.9   32.3   18.0   11.7  

EPS (sen)  29.2   31.7   38.6   34.5  

Net Dividend/Share (sen)  7.6   5.0   5.0   5.0  

P/E (x)  11.9   11.0   9.0   10.1  

P/Cash Flow (x)  6.7   10.8   19.4   29.9  

P/Book Value (x)  1.1   1.1   1.1   1.0  

Dividend Yield (%)  2.2   1.4   1.4   1.4  

Payout Ratio (%)  34.7   15.8   12.9   14.5  

ROE (%)  9.6   12.2   12.2   10.0  

Net Gearing (%)  (7.1)  (17.4)  11.3   41.8            

 

Remarks - Per-share data adjusted for Rights issue 

 

P&L Analysis (RM mil) 2015 2016 2017F 2018F 

Revenue  588.69   915.46   1,162.04   855.97  

EBITDA  183.64   253.24   281.09   239.31  

Depreciation & amort  (36.60)  (52.22)  (38.36)  (39.61) 

Net interest income  0.48   (1.39)  (0.71)  (2.87) 

Pre-tax Profit  147.52   199.63   242.01   196.83  

Net Profit  74.26   120.74   150.75   134.83  

EBITDA Margin (%)  31.2   27.7   24.2   28.0  

Pre-tax Margin (%)  25.1   21.8   20.8   23.0  

Net-Margin (%)  12.6   13.2   13.0   15.8   

 

 

1. Investment Highlights/Summary 

 

 MFCB is a diversified group with 3 core 

divisions, namely  power generation, 

manufacture of limestone products, property 

development and investment. 

 

 FY18-19 earnings will be underpinned by higher 

production utilization of its kiln capacity and 

increased construction profit from Don Sahong 

Hydropower Project. As such, negative impact 

on group earnings from the expiry of its 

operations agreement for the Shaoxing power 

plant in China will not be too significant. 

 

 MFCB also looks forward to longer term steady 

concession earnings from the Don Sahong 

Hydropower project from FY20 onwards, when 

the power plant is expected to be commissioned.  

The associated risk currently lies with the 

successful delivery of the project within the 

project timeline. Funding is largely in place with 

the securing of US$150m Club Deal Facilities. 

Concerns over project cost can also be mitigated 

with the award of the EPCC contract to 

Sinohydro Corporation Limited for US$265m. 

 

 The stock is currently trading at P/BV of 1.1x 

based on its book value of RM3.17 as at 

2QFY17. Based on our EPS forecast for FY17 

and FY18, the stock is currently trading at 

attractive P/E of 9.0x and 10.1x.  

 

 We initiate coverage on MFCB with a Buy 

recommendation and a target price of RM5.50 

using sum-of-parts valuation methods. 

 

http://www.mega-first.com/
mailto:bnlim@bcta.com.my


  
 

Page 2 of 10 

   BCT Asia advisory 

2. Company Background/Overview 

 

a) History 

 

Although the company was incorporated way back in 1966, the present form of MFCB only took place in 

1990-1991 after the completion of a restructuring exercise. MFCB was subsequently re-listed on Bursa 

Malaysia Securities Berhad (formerly known as Kuala Lumpur Stock Exchange) in Jun-1991. MFCB 

acquired an associate stake in Rock Chemical Industries (Malaysia) Berhad (RCI) in Jan-1992, which 

later became a subsidiary in 2004. In 2012, MFCB completed a take-over offer of RCI, which resulted in 

RCI becoming a 100%-owned subsidiary. 

 

In 1995, MFCB’s Serudong Power Sdn Bhd was granted the rights to build, own and operate a power 

plant in Tawau, Sabah, marking MFCB’s first entry into power generation business. In 1996, MFCB 

acquired a 60% stake in Shaoxing Mega Heat And Power Co., Ltd, a heat and power producer in the 

town of Qixian, Shaoxing County in the Zhejiang Province, China. 

 

In 1997, MFCB expanded into the property division with the acquisition of Gombak Land Sdn Bhd, 

which had property projects in Ipoh, Melaka and the Klang Valley. In 2003, its 65%-owned Idaman 

Harmoni Sdn Bhd completed the acquisition of the PJ8 development land and entered into a JV 

agreement with IJM Properties Sdn Bhd to develop PJ8 land in 2004. 

 

In 2008, MFCB signed the Project Development Agreement for the Don Sahong Hydropower Project in 

Champasak Province, Laos (Don Sahong Hydropower Project). 

 

Today, MFCB is a diversified group with 3 core divisions, namely  power generation, manufacture of 

limestone products, property development and investment. 

 

b) Corporate structure 
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3. Business Operations 

 

The scope of business activities is illustrated in the diagram as follows:- 

 

i. Power division - build, own and operate power plants; 

ii. Resources division - quarrying of limestone, manufacturing and trading of lime products, calcium 

carbonate powder; and 

iii. Property division - property development and property investment 

 

Turnover breakdown by segmental (FY16) 

 

 
 

 

 

PBT breakdown by segmental (FY16) 

 

a) Power division  

 

In FY16, the power division operates two power plants, one in Zhejiang Province, China (Shaoxing plant) 

and the other in Tawau, Sabah (Tawau plant). Including construction revenue from the Don Sahong 

Hydropower Project, this division accounted for 82% and 92% of group turnover and PBT in FY16 

respectively.  

 

Shaoxing power plant 

 

MFCB owns 60% of Shaoxing Mega Heat & Power Co., Ltd. (SMHP), which was established by 100%-

owned Mega First Power Industries Sdn Bhd and Qixian Heat & Power Co., Ltd (QHP) of Shaoxing 

County as a sino-foreign co-operative joint venture on 23-Oct-1995 with an operating period of 22 years 

to 22-Oct-17.  

 

SMHP had the rights to own, operate and maintain an 83MW coal-fired heat and power generation plant 

in Qixian Town, Shaoxing County in the Zhejiang Province, China. Steam output was sold to  textile 

factories within the vicinity, whilst generated electrical energy was distributed to the power bureau 

through the local grid. 

 

In recent years, the Shaoxing power plant had experienced decline in sales volume in both generated  

steam and electrical energy. This was attributed to tighter environmental control policies imposed by the 

Chinese government and weaker industrial output, which consequently reduced the demand for steam 

and electrical energy for industrial activities. The Shaoxing plant, being a coal-fired thermal plant, as 

well as its customers, which are mostly involved in the garment and textile industries, were directly 

targeted due to their adverse impact to environmental pollution. 

 

Although the impact of lower sales volume was cushioned by forex gain resulting from the appreciation 

of RMB against ringgit, earnings have been on a declining trend since FY14, with PBT having declined 

from around RM120m (FY14) to RM78m (FY16) and RM38m (9MFY17). 

 

To comply with the existing policies and emission standards imposed by the Chinese government, an 

estimated RMB50m investment is required by 31-Dec-17 to upgrade and modify the existing plant and 

Source: MFCB 2016 Annual Report 
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machinery. Although MFCB has the option to extend the agreement for another 5 years to 31-Dec-22, 

SMHP may not be able to recoup its additional investment given the relatively short extension against the 

backdrop of declining demand for the plant’s output. As such, the agreement with QHP for the operation 

of Shaoxing power plant was left to expire on 22-Oct-17 without being renewed.  

 

Upon the expiry of the JV agreement, MFCB is entitled to recover its share of non-fixed assets less 

liabilities, in accordance to its 60% equity interest. Such non-fixed assets include inventories, receivables, 

bank balances and deposits, while liabilities would consist of payables, short-term borrowings and 

taxation. Impact to MFCB from the non-extension of the power plant operation would be a loss of future 

profits from SMHP. In FY16, SMHP accounted for 34% and 39% of group turnover and PBT. There will 

also be a reduction of RM62.9m (net assets of 16 sen/share), mainly derived from the fixed assets of 

SMHP, which are solely owned by QHP. 

 

Tawau power plant 

 

Serudong Power Sdn Bhd (51%-owned subsidiary) was granted the rights to build, own and operate a 

36MW diesel-filled power plant in Tawau, Sabah. The Tawau power plant has a 21-year power purchase 

agreement (PPA) with Sabah Electricity Sdn Bhd (SESB) for the supply of electricity which started from 

2-Dec-1996. Expiring on 2-Dec-2017, a negotiation with SESB is currently on-going for a proposed 

extension of the existing PPA for another 5 years. In FY16, the Tawau power plant accounted for 8% and 

5% of group turnover and PBT in FY16.  

 

Don Sahong Hydropower Project 

 

On 13-Feb-2008, MFCB signed a project development agreement with Government of Lao People’s 

Democratic Republic (Lao PDR) to build, own and operate the Don Sahong Hydropower Project in the 

Khong District, Champassak Province, Lao PDR. The Don Sahong Hydropower Project is a run-of-river 

hydropower project, which will have a capacity of 260MW and capable of generating 2,000 GWh of 

electricity per year. The construction works commenced towards end-FY15 and is anticipated to be 

completed by end-2019. 

 

The project company, Don Sahong Power Company Ltd (DSPC), an 80%-owned subsidiary, had also 

entered into a PPA with Electricite Du Laos (EDL) on 1-Oct-15 for the supply of electricity on a take-or-

pay basis. The PPA shall be for a period of 25 years from the commercial operation date, targeting at 

early-2020. DSPC shall construct a 230kV transmission line from the Project’s switchyard to 

interconnect with the existing EDL Grid System.  

 

On 15-Oct-15, DSPC entered into an engineering, procurement, construction and commissioning (EPCC) 

contract with Sinohydro Corporation Limited for the development, construction and commissioning of 

the Don Sahong Hydropower Project over a period of 50 months for US$265m. Sinohydro Corporation 

Ltd is a reputable infrastructure construction company with expertise in a wide range of infrastructure 

projects including water and hydropower facilities, airports, roads and ports. Amongst the many 

hydropower projects in its portfolio, include the Three Gorges Hydropower Project in China and the 

Bakun Hydropower Project in Sarawak, Malaysia. 

 

Construction revenue of Don Sahong Hydropower Project 

 

In FY16, MFCB recognized construction revenue and PBT amounting to RM362.44m and RM96.10m 

for the construction work of Don Sahong Hydropower Project. Revenue from the construction services is 

recognised based on the percentage of completion method by reference to the completion of a physical 

proportion of the contract works performed. The contract works refer to the EPCC contract and 

construction of the transmission facility. The physical completion reached 16.5% and 30.9% as at end-

FY16 and 2QFY17 respectively, and is on track to reach 45-50% completion by end-FY17. 

 

The total project cost including interest during the construction period is estimated at US$417m. Given 

the funding structure in place, MFCB does have sufficient financial resources to complete the project by 

end-FY19. 
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Funding of Don Sahong Hydropower Project 

  US$m  

Internally generated funds  142.60  

Supplier credit  53.00  

Proceeds from Rights issue  38.40  

Full conversion of Warrants shares  33.00  

Club Deal Facilities  150.00  

Total  417.00 

 

b) Resources division  

 

The resources division is principally involved in the quarrying of limestone and the manufacturing of 

lime products such as quicklime, hydrated lime, quicklime powder and calcium carbonate powder. 

 

Due to its alkaline property, the lime products are used in the manufacturing process of a wide range of 

industries such as steel, pulp and paper, mining, water treatment, agriculture, incineration and 

construction. Meanwhile, calcium carbonate powder is used as filler material in the manufacturing of 

cosmetics, shoes, plastic products and rubber gloves. 

 

The major capacity expansion in two phases started in FY14. Phase 1 expansion, which included the 

installation of 1 new lime kiln, the addition of a hydration plant, a petcoke grinding plant and a quicklime 

grinding plant, and additional storage facilities, was completed in FY16. After the completion of phase 2 

expansion of an additional lime kiln in Mar-17, MFCB currently operates 7 lime kilns with a total rated 

capacity of 1,560 mt/day from a single location at Gopeng, Perak. MFCB is believed to be amongst the 

largest lime producers in Malaysia. Its products are sold locally and exported to India, Australia, 

Singapore, Indonesia, Papua New Guinea and the Philippines. The feedstock for the production of lime 

products is limestone, which is sourced from the quarries owned by MFCB located within the vicinity of 

the manufacturing plant. This division accounted for 11% and 8% of group turnover and PBT in FY16. It 

is currently running at a production run-rate of around 70-75%. 

 

c) Property division 

 

MFCB’s property development projects focus mainly on affordable housing and accompanying shop 

houses targeted at the middle income segment. MFCB also owns two office blocks and a few retail units 

in PJ8 located in Petaling Jaya, Selangor as well as owns and manages close to 1,000 car parking bays in 

Greentown Business Centre, Ipoh. Considering the subdued market sentiment, there has been no new 

property launches since 2015. Its current profits are derived mainly from the stable rental income stream. 

 

d) Investment and others 

 

The Group also operates several smaller businesses such as flexible packaging products, printing of 

labels and stickers. The profit contribution is not significant to the group. 

 

MFCB also has 9,477 hectares of concession land in Cambodia primarily for agricultural development 

and cultivation. Around 250 acres are already planted with coconut crop with planned new planting of 

500 acres per annum. 

 

4. Financial Review 

 

a) Revenue Breakdown by Segmental (RMm) 

       5Y 

RMm  FY11   FY12   FY13   FY14   FY15   FY16  CAGR 

Power  453.58   484.65   462.72   481.54   435.23   751.67  10.6% 

Resources  85.22   85.37   91.07   107.86   94.69   98.54  2.9% 

Property  44.22   34.12   41.61   50.67   26.36   18.69  -15.8% 

Investment  27.49   31.17   33.36   32.39   32.41   46.56   

Total Turnover  610.51   635.30   628.76   672.47   588.69   915.46   
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% growth      

Power 14.8% 6.8% -4.5% 4.1% -9.6% 72.7%  

Resources 14.3% 0.2% 6.7% 18.4% -12.2% 4.1%  

Property 76.6% -22.8% 21.9% 21.8% -48.0% -29.1%  

Total Turnover 16.7% 4.1% -1.0% 7.0% -12.5% 55.5%  

 

b) PBT Breakdown by Segmental (RMm) 

       5Y 

RMm  FY11   FY12   FY13   FY14   FY15   FY16  CAGR 

Power  90.66   98.43   107.61   120.85   117.12   184.65  15.3% 

Resources  14.85   19.48   21.91   22.25   11.34   15.03  0.2% 

Property  36.56   25.54   12.97   28.38   7.43   12.32  -19.5% 

Investment  (0.72)  (14.35)  12.42   (18.46)  11.64   (12.37)  

Total PBT  141.35   129.10   154.89   153.02   147.52   199.63   

        

PBT margin        

Power 20.0% 20.3% 23.3% 25.1% 26.9% 24.6%  

Resources 17.4% 22.8% 24.1% 20.6% 12.0% 15.2%  

Property 82.7% 74.9% 31.2% 56.0% 28.2% 66.0%  

Total PBT 23.2% 20.3% 24.6% 22.8% 25.1% 21.8%  

 

 Historically,  PBT contribution had been underpinned by its power division due to the steady 

demand for energy consumption and the fuel pass-through mechanism in the respective PPAs. In 

recent years, the division also benefited from the favourable RMB and US$ against ringgit on the 

profit contribution from its Shaoxing power plant. PBT CAGR from the power division grew by 

6.6% from RM90.66m (FY11) to RM117.12m (FY15).  

 

 In FY16, PBT from power generation  declined to RM88.55m (FY16) from RM117.12m (FY15), 

mainly due to lower sales volume , lower forex gains and accelerated depreciation of fixed assets in 

its Shaoxing power plant in China. However, this was offset by the recognition of construction PBT 

of RM96.10m in FY16 for the construction work of Don Sahong Hydropower Project. 

 

 For the resources division, turnover growth had been driven by additional lime kiln lines, 

downstream and capacity expansion as well as pockets of smaller scale acquisitions. In Aug-15, 

MFCB commissioned a new lime kiln and downstream processing plants with a quicklime capacity 

of 400 mt/day. In Mar-17, it further expanded the kiln capacity by another 420 mt/day, bringing the 

total rated kiln capacity to 1,560 mt/day. Its PBT was halved at RM11.34m in FY15 due to plant 

shutdown for major maintenance, higher operating expenses and borrowing costs for capacity 

expansion. PBT bounced back strongly in FY16 underpinned by better operating efficiency, higher 

utilization rate and cost savings from an internal rationalisation process (which was completed in 

FY15). MFCB has also built up additional limestone reserves land through the acquisition of 

50.25% stake of Premier Capacity Sdn Bhd. 

 

 With no new launches since FY15, its PBT of property division was derived pre-dominantly from 

rental income. In FY16, its PBT of RM12.32m included a rental income (RM9.49m), revaluation 

gain on investment properties (RM8.62m) but write-off on property development cost of RM6.70m. 

 

 The profit contribution from smaller businesses such as flexible packaging products, printing of 

labels and stickers is not significant to the group. The swing in profit in investment and others was 

mainly attributed to forex, ESOS expenses, investment in quoted shares and other non-operating 

items. 
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5. Earnings Outlook 

 

PBT Breakdown by Segmental (1H FY17) (RMm) 

 

RMm  FY16  1H FY16 1H FY17 % growth 

Power  184.65   82.42   120.58  46.3% 

Resources  15.03   6.39   10.44  63.3% 

Property  12.32   5.69   5.48  -3.7% 

Investment  (12.37)  (6.20)  (13.93)  

Total PBT  199.63   88.30   122.57  38.8% 

 

 From FY18, there will be an absence of earnings contribution from the Shaoxing power plant due to the 

expiry of the operations agreement on 22-Oct-17. In FY16, SMHP accounted for 39% (RM78m) of 

group PBT. The shortfall is expected to be cushioned by an increase in construction profit from Don 

Sahong Hydropower Project. 

 

 The Tawau power plant contributed 5.3% (RM10.55m) to group PBT in FY16. The existing PPA with 

SESB is due to expire on 2-Dec-17. On the request of SESB, a proposal for an extension has been 

submitted. Negotiation with the Energy Commission of Malaysia to extend the PPA for another 5 years is 

in progress. The management of MFCB is optimistic of an extension given the shortage of cost effective 

energy generation capacity in eastern Sabah. 

 

 The earnings of power division will be significantly boosted by higher progress billings from the 

construction work of Don Sahong Hydropower Project. It generated a PBT of RM96.10m based on 

the physical completion of 16.5% as at end-FY16. The construction work reached 30.9% as at 2QFY17 

and is on track to reach 45-50% completion by end-FY17. This would translate into higher recognition of 

construction revenue and profit in FY17 accordingly. The loss of earnings contribution from Shaoxing 

power plant will be more than offset by the substantial increase in profit recognition from the 

construction profit of the Don Sahong Hydropower Project. 

 

 Its integrated manufacturing of lime products combines strategic ownership of lime reserves, 

quarrying and production of lime products. Given the depleting lime reserves, ownership of limestone 

reserves land provides a long-term strategic advantage. To ensure constant limestone supply and 

consistency in quality, MFCB has its own limestone quarry at Gopeng, which is equipped with laboratory 

for research and performance testing. The switching costs to alternative suppliers, full supply chain 

arrangement, qualification process and consistency in quality and reliability are barriers-to-entry to new 

players. 

 

 Going forward, the resources division is expected to deliver strong profit growth driven by capacity 

expansion, improved utilization rate and better cost absorption due to the expected higher production 

volumes. The completion of another lime kiln capacity (Kiln 7) in Mar-17 has expanded the capacity by 

35% (400 mt/hr) to 1,560 mt/day. MFCB is targeting export markets such as India, Indonesia, PNG, the 

Philippines and Australia to fill up the expanded capacity. Backed by its current order flow as well as the 

favourable expectations in securing  new orders overseas, this extra capacity should be well taken up in 

FY18. There are plans to add Kiln 8 by FY18 with an additional capacity of 400 mt/day on a capex of 

RM18m.  

 

In addition, MFCB has acquired additional 201 acres of limestone reserve land for RM22.69m cash 

through the acquisition of a 51.22% and 50.25% equity interest in Melewar Jutamas Sdn Bhd and 

Premier Capacity Sdn Bhd respectively. In total, the group now has more than 1,000 acres of limestone 

reserve land. 

 

 Profit contribution from property division will remain small. Due to the sustained  subdued market 

conditions, there will not be any new launches in the short-term. The focus is to sell off the remaining 

RM10m worth of completed property inventory located in Melaka, Salak Tinggi and Ipoh. The rental 

income derived from the PJ8 office buildings and commercial lots and parking bays in Greentown (Ipoh), 

will provide recurring and stable income stream. 
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 The Don Sahong Hydropower Project is targeted to commence its commercial operation by early-

FY20. This would provide a long-term steady income and cash flow to the group. 

 

6. Balance Sheet 

 

RMm  FY12   FY13   FY14   FY15   FY16  

PPE, investment properties and lands  418.68   457.68   496.46   532.12   516.02  

Project development expenditure  34.80   52.75   72.46   221.73   169.05  

Investment  73.08   71.22   37.66   41.85   40.65  

Other LT assets  45.29   40.04   28.79   3.61   2.69  

Intangible  -     -     -     -     370.39  

Goodwill  10.81   10.81   10.81   10.81   10.81  

Current Asset   312.38   365.75   433.85   395.56   478.25  

Current Liabilities  124.25   145.20   151.17   184.77   208.26  

LT Liabilities  25.28   30.22   43.24   50.27   56.92  

Shareholders' Funds  610.74   679.57   738.95   814.12   1,165.99  

MI  134.76   143.27   146.67   156.52   156.69  

      

Total cash and cash equivalent  126.11   156.64   235.47   198.05   291.33  

Total borrowings  (68.71)  (71.78)  (92.77)  (139.98)  (88.63) 

Net cash  57.40   84.86   142.70   58.07   202.70  

Net gearing -9.4% -12.5% -19.3% -7.1% -17.4%  

 

 MFCB’s gearing is expected to increase substantially over the next three years as construction of the Don 

Sahong Hydropower plant progresses. 

 

 The total project cost including interest during the construction period is estimated at US$417m. Funding 

is in place for MFCB to complete the project by end-FY19. On 9-Oct-17, MFCB entered into a facility 

agreement with various financial institutions for club deal facilities amounting to US$150.00m to part-

finance the construction of Don Sahong Hydropower Project. 

 

 As at end-FY16, its book value stood at RM3.06/share. 

 

7. Dividend 

  FY12   FY13   FY14   FY15   FY16  

Net dividend (sen) *  6.22   6.57   7.01   7.63   5.00  

Net dividend (RMm)  15.85   16.70   17.82   25.76   19.07  

Dividend payout (%) 27% 23% 25% 35% 16% 

* adjusted for Rights issue 

 

 The Group does not adopt any dividend policy. In FY16, MFCB has decided to trim its dividend to 5 sen 

from 7.6 sen (adjusted for dilution from Rights issue) to conserve cash for the Don Sahong Hydropower 

Project. Consequently, total dividend payout was lowered to RM19.07m.  

 

8. Recent Developments 

 

 On 26-Nov-15, MFCB announced a proposed rights issue with warrants on the basis of 7 Rights share for 

10 existing share together free detachable warrants on the basis of 3 Warrant for every 7 Rights shares 

subscribed. Pricing for the rights issue and the exercise of the warrants were fixed at RM1.59/share or 

USD0.38/share and RM2.22/share respectively. The net proceeds amounting to RM244m are intended for 

part-financing of Don Sahong Hydropower Project. The rights issue with warrants was completed on 15-

Apr-16. 

 

 On 28-Dec-16, 52.4%-owned Hexachase Corporation Sdn. Bhd. increased its equity interest in Hexachase 

Flexipack Sdn. Bhd. (HFSB) to 88.14% from 65%. HFSB is in involved in the manufacturing of flexible 

packaging products. 
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 On 30-Jun-17, MFCB acquired 50.25% stake in Premier Capacity Sdn Bhd for RM10m cash. Premier 

Capacity is engaged in mining and owns leasehold land measuring 116 acres in Kampar. The land is 

located about 12 km from the group’s existing plant in Gopeng. 

 

9. Key Investment Risks 

 

 The resources division operates its quarrying and production of lime products from Malaysia. This 

division derived 52% of its revenue from export sales, which are denominated mainly in US$ and 

Australian Dollar. The appreciation of the ringgit against these currencies would have an impact on 

earnings and profit margins. 

 

 The Don Sahong Hydropower Project is subject to country and economic risks pertaining to Laos PDR. It 

may also be faced with project execution risks, which include delay in the construction and potential 

contingency allowance for higher construction costs and environmental risks.  

 

10. Valuation and Recommendation 

 

 FY18-19 earnings will be underpinned by higher production utilization of its kiln capacity and increased 

construction profit from Don Sahong Hydropower Project. As such, negative impact on group earnings 

from the expiry of its operations agreement for the Shaoxing power plant in China will not be too 

significant. 

 

 MFCB also looks forward to longer term steady concession earnings from the Don Sahong Hydropower 

project from FY20 onwards, when the power plant is expected to be commissioned.  The associated risk 

currently lies with the successful delivery of the project within the project timeline. Funding is largely in 

place with the securing of US$150m Club Deal Facilities. Concerns over project cost can also be 

mitigated with the award of the EPCC contract to Sinohydro Corporation Limited for US$265m.  

 

 The stock is currently trading at P/BV of 1.1x based on its book value of RM3.24 as at 2QFY17. Based on 

our EPS forecast for FY17 and FY18, the stock is currently trading at attractive P/E of 9.0x and 10.1x.  

 

 We initiate coverage on MFCB with a Buy recommendation and a target price of RM5.50 using sum-of-

parts valuation methods. 

 

RNAV valuations for MFCB 

 

RNAV Equity value (RMm) Remarks 

Resources division  224.13  12x FY18 P/E 

Property division  178.06  FY16 net asset value 

Investment in quoted shares  40.32  FY16 net asset value 

Net cash (including conversion proceeds)  297.28   

Don Sahong Hydropower Project  1,821.23  DCF (WACC of 9.94%) at 20% discount 

Total  2,398.45   

   

 mil shares  

Current enlarged shares  390.42   

Outstanding warrants  58.43   

ESOS  13.69   

Fully diluted shares  462.54   

   

RNAV/share (RM)  5.50   
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Disclosures/Disclaimer 

 

Investment ratings: 

Buy (generally >10% upside over the next 12 months) 

Hold (generally negative 10% downside to positive 10% upside over the next 12 months) 

Sell (generally >10% downside over the next 12 months) 

 

This report has been prepared by BCT Asia Advisory Sdn Bhd pursuant to the Mid and Small Cap Research 

Scheme (“MidS”) administered by Bursa Malaysia Berhad. This report has been produced independent of any 

influence from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of 

companies disclaims any and all liability, howsoever arising, out of or in relation to the administration of MidS 

and/or this report. 

 

The information and opinion in this document has been obtained from various sources believed to be reliable. This 

publication is for information purpose only, and must not be relied upon as authoritative or taken in substitution 

for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or 

sell any securities. Opinions expressed in this publication are subject to change without notice and any 

recommendation herein does not have regard to the specific investment objectives, financial situation and the 

particular needs of any specific addressee. No representation, express or implied, is made with respect to the 

accuracy, completeness or reliability of the information or opinions in this publication. Accordingly, neither we 

nor any of our affiliates nor persons related to us accept any liability whatsoever for any direct, indirect or 

consequential losses (including loss and profit) or damages that may arise from the use of information or opinions 

in this publication. 

 

BCT Asia Advisory Sdn Bhd and its related companies, their associates, directors, connected parties and/or 

employees may own or have positions in any securities mentioned herein or any securities related thereto and may 

from time to time add or dispose of or may materially be interested in any such securities. BCT Asia Advisory 

Sdn Bhd and its related companies may from time to time perform advisory, investment, communications or other 

services for, or solicit such advisory, investment, communications or other services from any entity mentioned in 

this report. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 

may give rise to real or potential conflicts of interest. 

  


