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Weak 9M15 Results
NEUTRAL
NEUTRAL TP 8,000. We change our recommendation to NEUTRAL and
lowering our 52-week TP to IDR 8,000 due to weak 9M15 results and also
higher production downside risk ahead as the company will shutdown
operations in its two mines by early 2016 and mid 2017, which both mines
are expected to contribute to a total of ~12% to FY15E production.
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exploration
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Current Price: IDR 7,025
52-Week Target Price: IDR 8,000

Weak 9M15 Results. The company reported its net sales decline by 19%
YoY to USD 1.21bn (76% of our FY15E) due to sales volume decrease by 4%
YoY to 20.9 MT and ASP decrease by 16% YoY to USD 57.90 per ton. COGS
was booked decline by 19% YoY to USD 946.75mn due to lower average total
cash cost by 15% YoY to USD 48.90 per ton and lower average strip ratio by
12% YoY from 10.11x to 8.92x. Thus gross profit was booked decrease by
18% YoY to USD 259.80mn. Moreover, due to loss on derivative transactions
was booked by USD 14.38mn compared to gain in 9M14 was booked by USD
30.33mn, net income decline by 51% YoY to USD 82.95mn (66% of our
FY15E).

Risk from Mine Closure Plan. The company plans to close its Kitadin
Tandung Mayang (KTM) mine activities in the beginning of next year.
Moreover, the second mine closure is going to happen in Jorong. The closure
is being reviewed by government for approval due to its reserves will be fully
depleted by mid 2017. KTM and Jorong are planed to contribute by 2.4 MT
(8.4%) and 1.2 MT (4.2%) in respectively to FY15E total production plan of
28.7 MT. On the other hand, the company is looking to acquire or merger
with other coal company to increase its reserves and production. Without
unorganic growth, we view company’s minelife is estimated less than 10
years ahead.
Capex Revised. As per 30 September 2015, the company has realized USD
16.7 mn (56%) out of FY15E capex plan of USD 30 mn, revised by 53% from
the initial plan of USD 64.4 mn. The company will carry over its USD 34 mn
capex plan from this year to next year.

Share Price Performance
Price (IDR)

7,025

Financial Highlights
7,000 Revenue (USD mn)

52-Week High (11/27/14)
52-Week Low (11/16/15)
YTD Change/%

19,225

(8,350) / (54.31%)

Stock Information
Market Cap (IDR)

Shares Out/Float (M)

High Dividend. We estimate the company will offer its FY15E final dividend
payout ratio by up to 80% and yield by up to 10%.

7,937.7B

1,129.9/393.7

Source: Bloomberg, Sinarmas Investment Research

% growth
Gross Profit (USD mn)
Net Profit (USD mn)
% growth
Gross Margin (%)
Net Margin (%)
Return on Equity (%)
Return on Assets (%)

2013
2,178

-11%
483
204
-53%
22.0%
9.0%
23.0%
15.0%

2014
1,942

-11%
408
200
-2%
21.0%
10.0%
22.0%
15.0%

2015E
1,578

Source: Company Data, Sinarmas Investment Research

Please see important disclaimer and disclosure at the end of the document

-19%
346
125
-37%
22.0%
8.0%
14.0%
10.0%

2016F
1,446

-8%
305
128
3%
21.0%
9.0%
14.0%
10.0%

2017F
1,380

-5%
297
127
-1%
22.0%
9.0%
13.0%
10.0%
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Financial Statement (in USD '000)
Net sales

Cost of goods sold
Gross profit
EBITDA

Profit before income tax
Net income

Gross profit margin
EBITDA margin

Net income margin

Operational Results
Production Volume (MT)
Sales Volume (MT)
ASP (USD/ton)

Avg. Strip Ratio (x)

Avg. Cash Production Cost (USD/ton)

Avg. Total Production Cost (USD/ton)

Source: Company data, Sinarmas Investment Research
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9M15

9M14

1,206,550

1,487,613

-19%

244,157

-21%

(946,753)
259,797
193,789
131,121

82,948

22%
16%

7%

9M15

(1,171,767)
315,846
232,215
169,412

21%

9M14

8.9

10.1

34.1
48.9

-18%
-44%
-51%

11%
21.7

57.9

-19%

16%

21.5
20.9

% YoY

21.7

% YoY
-1%
-4%

68.7

-16%

57.4

-15%

44.7

-12%
-24%

DISCLAIMER
This report has been prepared by PT Sinarmas Sekuritas, an affiliate of Sinarmas Group.

This material is: (i) created based on information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied upon as such; (ii) for your private information, and we are not soliciting any action
based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any security.
Opinions expressed are current opinions as of original publication date appearing on this material and the information,
including the opinions contained herein, is subjected to change without notice. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the
preparation of this publication may interact with trading desk personnel, sales personnel and other constituencies for the
purpose of gathering, integrating and interpreting market information. Research will initiate, update and cease coverage
solely at the discretion of Sinarmas Research department. If and as applicable, Sinarmas Sekuritas’ investment banking
relationships, investment banking and non-investment banking compensation and securities ownership, if any, are specified
in disclaimers and related disclosures in this report. In addition, other members of Sinarmas Group may from time to time
perform investment banking or other services (including acting as advisor, manager or lender) for, or solicit investment
banking or other business from companies under our research coverage. Further, the Sinarmas Group, and/or its officers,
directors and employees, including persons, without limitation, involved in the preparation or issuance of this material may,
to the extent permitted by law and/or regulation, have long or short positions in, and buy or sell, the securities (including
ownership by Sinarmas Group), or derivatives (including options) thereof, of companies under our coverage, or related
securities or derivatives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and
principal, willing to buy and sell certain of the securities of companies under our coverage. Further, the Sinarmas Group may
buy and sell certain of the securities of companies under our coverage, as agent for its clients.

Investors should consider this report as only a single factor in making their investment decision and, as such, the report
should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment
decision. Recipients should not regard this report as substitute for exercise of their own judgment. Past performance is not
necessarily a guide to future performance. The value of any investments may go down as well as up and you may not get
back the full amount invested.

Sinarmas Sekuritas specifically prohibits the redistribution of this material in whole or in part without the written permission
of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the actions of third parties in this respect. If
publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to
be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain
viruses. The sender therefore does not accept liability for any errors or omissions in the contents of this publication, which
may arise as a result of electronic transmission. If verification is required, please request a hard-copy version.

Additional information is available upon request.
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