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Tunas Baru Lampung

New sugar import quota

TBLA secured 100,000 tons of new sugar import quota

Tunas Baru Lampung (TBLA) just announced that it has secured the first raw sugar import
quota for this year totaling 100,000 tons for the period ending June 2017. The
announcement of the sugar import was somewhat unexpected to us as we previously
assumed that the new sugar import quota would only be given in 2Q17. Nonetheless, we
are thrilled by the good news as it would have positive impact to the company’s overall
performance going forward.

Expect sugar business to improve significantly in 1H17

Judging from the relatively small sugar sales contribution in TH16 as well as strong sugar
demand during this seasonally tight sugar supply period, we expect TBLA to book much
stronger sugar revenue in TH17 as compared to the same period last year. Given the 100k
tons of new sugar import quota, coupled with roughly 130k tons of sugar inventory carried
forward from last year's import quota, the company will now have access to 230k tons of
raw sugar, which is far more than enough to meet the market demand. Note that we
expect TBLA to sell up to 200k tons of refined sugar in FY17, conservatively higher
compared to 170k tons in FY16. On top of that, we also expect additional revenue
contribution from TBLA's new sugar mill which could produce up to 84k tons of white
sugar in its first year of operation. Overall, we believe TBLA's sugar business would
improve significantly with FY17F revenue reaching Rp3.07tn (+43.7% YoY).

Supported by modest recovery in CPO output

Production recovery in CPO output this year will also serve as strong catalyst to TBLA's
top line growth as we expect FFB production to improve by +30% YoY to 1.37 tons with
CPO output of more than 253k tons (+33.4% YoY). On the ASP front, we also expect CPO
prices to remain favorable during the 1H17 given the low inventory level in both Indonesia
and Malaysia, coupled with seasonally low harvesting period. We believe CPO price would
remain in its current level of USD700/ton within the 1H17 before normalizing to
USDé650/ton in 2H17 as stronger production recovery kicks in.

Reiterate Buy call with TP of Rp1,290 per share

We expect TBLA to continue outperform its peers in the industry, mainly supported by its
compelling sugar business. Margins expansions from its lucrative sugar business will
remain as key catalyst to earnings growth going forward. We reiterate our Buy call on
TBLA with TP of Rp1,290 per share, implying FY17F PER of 8.6x, which is still attractive in
our view as compared to other plantation companies PER range of 12 — 15x. Furthermore,
we also like TBLA's higher dividend policy which translates into 4.6% dividend yield in
FY17F.

Exhibit 1 : Financial Highlights

Revenue (Rpbn) 6,338 5,331 5,927 7,368 7,930
Operating profit (Rpbn) 795 604 971 1,352 1,437
Net profit (Rpbn) 433 197 571 794 849
EPS (Rp) 87.3 38.2 106.8 148.6 158.9
EPS growth (%) 411.0 -56.2 179.6 39.1 6.9
EV/EBITDA (x) 6.1 9.8 6.3 4.8 4.4
PER (x) 11.4 26.0 9.3 6.7 6.3
PBV (x) 2.0 1.8 1.6 1.4 1.2
Dividend yield (%) 1.2 2.4 1.1 4.3 6.0
ROE (%) 17.8 6.9 16.9 20.2 19.0

Source : TBLA, Ciptadana Estimates
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Exhibit 2 - Income Statement

Revenue 6,338 5,331 5,927 7,368 7,930
COGS -5,045 -4,161 -4,422 -5,375 -5,803
Gross profit 1,293 1,170 1,505 1,993 2,127
Oper. expenses -497 -567 -533 -641 -690
Oper. profit 795 604 971 1,352 1,437
EBITDA 1,065 843 1,397 1,819 1,928
Interest income 6 4 16 0 0
Interest expense -207 -223 -306 -308 -308
Other income (exp.) 73 43 20 20 0
Pre-tax profit 562 263 762 1,064 1,129
Income tax -126 -62 -181 -258 -266
Minority interest -3 -4 -10 -1 -14
Net profit 433 197 571 794 849
Exhibit 3 - Balance Sheet

Cash & cash equivalent 529 306 955 71 328
Acct, receivables 711 797 739 807 934
Inventory 956 1,146 1,142 1,372 1,570
Other curr, asset 664 880 872 959 1,098
Total current asset 2,861 3,129 3,708 3,209 3,930
Fixed assets - net 4,245 5,984 6,849 7,065 7,086
Other non-curr.asset 222 171 177 194 200
Total asset 7,328 9,284 10,734 10,469 11,216
ST debt + curr. maturity 1,440 1,606 2,343 2,023 2,023
Acct, payable 292 330 300 367 417
Advances received 0 0 0 0 0
Other curr. liab 857 772 753 774 805
Long term debt 648 1,810 2,040 1,410 1,410
Other non-curr, liab, 1,636 1,887 1,896 1,912 2,045
Total liabilities 4,875 6,405 7,331 6,486 6,700
Shareholder equity 2,436 2,857 3,369 3,934 4,466
Minority interest 18 21 35 48 51
Total liab + SHE 7,328 9,284 10,734 10,469 11,216
Exhibit 4 - Per Share Data

EPS 87.3 38.2 106.8 148.6 158.9
BVPS 490.4 554.2 630.6 736.5 835.9
DPS 11.9 23.8 1.1 42.7 59.4
FCF per share -175.5 -318.4 -48.8 52.5 107.0

Source : TBLA, Ciptadana Estimates
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Exhibit 5 - Cash Flow

Net income 433 197 571 794 849
Depreciation 270 239 425 468 491
Chg in working cap. -568 -107 22 -297 -257
Other -8 8 0 0 0
CF-Oper activities 126 338 1,018 965 1,084
Capital expenditure -999 -1,979 -1,289 -684 -512
Others 1 0 10 0 0
CF-Investing activities -998 -1,979 -1,279 -684 -512
Net change in debt 309 1,292 966 -950 0
Net change in equity 289 -8 0 0 0
Dividend payment -59 -123 -59 -228 -318
Other financing 204 257 13 14 3
CF-Financing activities 744 1,418 920 -1,165 =315
Net cash flow -128 -224 659 -884 257
Cash - begin of the year 648 520 296 955 71
Cash - end of the year 520 296 955 71 328
Exhibit 6 - Key Ratios

Growth

Revenue (%) 71.0 -15.9 11.2 24.3 7.6
Operating profit (%) 60.8 -24.1 60.9 39.2 6.3
Net profit (%) 413.6 -54.5 189.7 391 6.9
Profitability Ratios

Gross margin (%) 20.4 22.0 25.4 27.0 26.8
Operating margin (%) 12.5 1.3 16.4 18.3 18.1
EBITDA margin (%) 16.8 15.8 23.6 24.7 243
Net margin (%) 6.8 3.7 9.6 10.8 10.7
ROA (%) 5.9 2.1 5.3 7.6 7.6
ROE (%) 17.8 6.9 16.9 20.2 19.0
Liquidity Ratios

Current ratio (x) 1.1 1.2 1.1 1.0 1.2
Quick ratio (x) 0.7 0.7 0.8 0.6 0.7
Cash conversion cycle (days) 88.0 130.9 122.2 114.9 120.8
Activity Ratio

Inventory turnover (days) 69.2 100.5 94.3 93.1 98.7
Receivable turnover (days) 325 51.6 47.3 38.3 40.1
Payable turnover (days) 13.7 21.3 19.4 16.5 18.0
Solvency Ratio

Interest cover (x) 5.2 38 4.6 5.9 6.3
Debt to equity ratio (x) 0.9 1.2 1.3 0.9 0.8
Net debt to equity (x) 0.6 1.1 1.0 0.9 0.7

Source : TBLA, Ciptadana Estimates
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Analyst Certification

Each contributor to this report hereby certifies that all the views expressed accurately reflect his or her personal views about the
companies, securities and all pertinent variables. It is also certified that the views and recommendations contained in this report are not
and will not be influenced by any part or all of his or her compensation.

Disclaimer

This report does not constitute an offer to buy or sell any security/instrument, invitation to offer or recommendation to enter into any
transaction. Nor are we acting in any other capacity as a fiduciary to you. When making and investment decision, you should determine,
without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these
risks) as well as the legal, tax and accounting characterizations and consequences of any such transaction. In this regard, by accepting this
report, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice,
(b) there may be legal, tax or accounting risks associated with any transaction, (c) you should receive (and rely on) separate and qualified
legal, tax and accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting
advice (and any risks associated with any transaction and our disclaimer as to these matters.

The information contained in this report is based on material we believe to be reliable; however, we do not represent that it is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in this report constitute our judgment as of the date of the
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and
there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. PT
CIPTADANA SECURITIES AND ITS AFFILIATES SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR
OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS REPORT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

Disclaimer: This document is not intended to be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities
mentioned herein or of the same issuer and options, warrants or rights to or interest in any such securities). The information and opinions
contained in this document have been compiled from or arrived at in good faith from sources believed to be reliable. No representation or
warranty, expressed or implied, is made by PT CIPTADANA SECURITIES or any other member of the Ciptadana Capital, including any other
member of the Ciptadana Group of Companies from whom this document may be received, as to the accuracy or completeness of the
information contained herein. All opinions and estimates in this report constitute our judgment as of this date and there can be no
assurance that future results or events will be consistent with any such opinions, forecasts or estimates. The information in this document
is subject to change without notice; its accuracy is not guaranteed; and it may be incomplete or condensed.
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