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Based on our recent meeting with JSMR, the company plans to operate
~200km of new toll roads each year until 2019. Currently, JSMR has
operated 625km of 1,260km. Capex requirement for these additional
635km is ~IDR 70tn. Assuming 70% debt financing, JMSR most likely
needs to raise ~IDR 49tn. With current equity level of IDR 17.86tn, the D/E
ratio would increase to 4.5x. In order to manage further stretch on its
balance sheet due to huge capex requirement, there are several funding
plans in the pipeline, such as project bond issuance, toll road divestment,
sub-holding company formation, and asset securitization. Pertaining to
asset securitization, the company has officially raised IDR 2tn with tenor of
5 years and coupon rate at 8.4% per annum. The coupon payment will be
done quarterly, while the principal is annually. According to our discussion,
this securitization has no impact on Debt to Equity Ratio as the proceeds of
IDR 2tn will be stated in Cash&Cash Equivalents (asset) and Deferred
Revenue (liability) at Balance Sheet, while the interest payment will be
increasing. Interest coverage ratio in 1H17 stood at 2.48x, still above
JSMR’s covenant limit of 1.25x.
Moving forward, the management said that most of JSMR’s toll road will
continue to experience tariff adjustment in odd years where we will see the
impact on this to revenue at even years. According to data that we
gathered, there are 13 toll roads, including Jagorawi and CikampekPadalarang toll roads (top 5 revenue contribution) which will have tariff
adjustment this year. As we know, starting this month, e-toll penetration
will be 100% in accordance to the direction from President Joko Widodo
which we see this as a positive catalyst considering salary and allowance
expenses took a portion of 30-40% of total COGS. Currently, we are still
reviewing our valuation based on these information from
management.
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