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MNC ENERGY INVESTMENTS (IATA) BUY

Undemanding valuation despite the anticipated 390
positive contribution from Oil & Gas and Coal mining Mmgm Target Price (Rp)
business units 70% Potential Return

Current Price: 230

COMPANY
UPDATE

We initiate IATA with a BUY rating at a TP of 390 (70% potential return from the current 230), due to its potential recovery of
financial performances following the anticipated contribution from Bhakti Coal Resources (BCR) and Bhakti Migas Resources
(BMR) which is expected to compensate for its underperforming aviation business.

Post the consolidation of BCR, IATA 1Q22 Revenue/EBITDA is recorded at USD 40.4/23.5 mn. Net Profit managed to recover to
USD 9.4mn from 0.5mn of net loss in FY21. We project 22F/23F EBITDA and Net Profit to reach USD 233.4/260.1 mn and
93.35/104.05 mn, respectively, following the anticipated 7.8/8.2 mn tons on coal production in 22F/23F.

Therefore, at the expected market cap of Rp4.65 tn post the rights issue, IATA is currently trading at an undemanding valuation
of only 3.5/3.1x of its 22F/23F P/E ratio. Our TP is implying 4.8/4.3x of its 22F/23F P/E ratio. Still quite a bargain if compared to
its peers, PTBA and ADRO which currently trades at 5.3x and 7.6x of its P/E ratios, respectively. IDX ENERGY companies are
currently trading at a median of 9.1x of its respective P/E ratios (Trailing 12M).

DISCLAIMER:

This report is issued by PT Henan Putihrai Sekuritas, a member of the Indonesia Stock Exchanges (IDX) and registered and supervised by the Financial Services Authority (OJK). This
report and any electronic access hereto are restricted and intended solely for the clients and related entities and the use of the intended recipient it is addressed of PT Henan Putihrai
Sekuritas.

This report may contain confidential and/or legally privileged information. It is not reproduced, copied, or made available for others. Under no circumstances is it considered as a
selling offer or solicitation of securities buying. Any recommendation contained herein may not be suitable for all investors. In considering any investments you should make your
own independent assessment and seek your own professional financial and legal advice. Although the information hereof is obtained from reliable sources, its accuracy and
completeness cannot be guaranteed. PT Henan Putihrai Sekuritas 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.

If you are not the intended recipient or have received this communication in error, please notify us immediately. If you are not the intended recipient, any use of, reliance on,
reference to, disclosure of, alteration to or copying and/or distribution of the information contained in report, for any purpose is strictly prohibited and may be unlawful. PT Henan
Putihrai Sekuritas shall not be liable for any loss and/or damage caused by viruses transmitted by this report or its attachments nor for the proper and complete transmission of the
information contained in this communication nor for any delay in its receipt. All rights reserved by PT Henan Putihrai Sekuritas. For further information please contact number (+62
21) 2525 888.

HP Sekuritas — hpfinancials.co.id

‘



I i RESEARCH

HP FINANCIALS

Initiate with a BUY rating at a TP of 390 (70% potential return from the current 230)

We initiate IATA with a BUY rating at a TP of 390 (70% potential return from the current 230), due
to its potential recovery of financial performances following the anticipated contribution from
Bhakti Coal Resources (BCR) and Bhakti Migas Resources (BMR) which is expected to compensate
for its underperforming aviation business.

IATA is planning to issue 14.84bn of new series-B shares. Along with the rights issue, there are also
2.97bn of warrants and 1.14bn of private placement shares. The proceeds will be used to pay off its
promissory notes worth USD 140mn (Rp2 tn) in order to acquire BCR from PT Bhakti Investama Tbhk
(BHIT) and to finance its future working capital. AGMS is scheduled for 18-May-2022.

Post the consolidation of BCR, IATA 1Q22 Revenue/EBITDA is recorded at USD 40.4/23.5 mn. Net
Profit managed to recover to USD 9.4mn from 0.5mn of net loss in FY21. We project 22F/23F EBITDA
and Net Profit to reach USD 233.4/260.1 mn and 93.35/104.05 mn, respectively, following the
anticipated 7.8/8.2 mn tons on coal production in 22F/23F.

Therefore, at the expected market cap of Rp4.65 tn post the rights issue, IATA is currently trading at
an undemanding valuation of only 3.5/3.1x of its 22F/23F P/E ratio. Our TP is implying 4.8/4.3x of its
22F/23F P/E ratio. Still quite a bargain if compared to its peers, PTBA and ADRO which currently
trades at 5.3x and 7.6x of its P/E ratios, respectively. IDX ENERGY companies are currently trading
at a median of 9.1x of its respective P/E ratios (Trailing 12M).

Brief Company Profile

PT MNC Energy Investments Tbk (IATA) used to be known as PT Indonesia Transport & Infrastructure
Tbk which previously involve solely in the business of chartered aviation and port infrastructure.
Due to the negative impact of the pandemic to the aviation industry, as of February and April 2022,
the Company decided to enter the coal mining and oil & gas business by acquiring and consolidating
PT Bhakti Coal Resources (BCR) and PT Bhakti Migas Resources (BMR), respectively. Both entities are
under the common control of MNC Group.

BCR have majority ownerships in 9 coal mine assets located in Musi Banyuasin (South Sumatera).
Calorific value varies between 2600-3800 kcal/kg. Total reserves and resources are estimated to
reach 261.74mn and 1.6bn metric tons, respectively. Stripping ratio 2.5 - 3.5 - 4x.

BMR is expected to own the Participating Interest and Production Sharing contract of the Semai Il
block (West Papua) post the anticipated acquisition of 85% of PT Suma Sarana (SS, pending
Government approval), which is estimated to have 31.8tn cubic feet of unproven gas resources.

We held a site visit to several of BCR’s coal mine assets, which are APE, PMC and BSPC-N. Key
takeaways are as follows:

e BCR total production volume is expected to reach 7.8mn metric tons this year, from 4 of its
assets, which are APE, PMC, BSPC and IBPE. The other 5 assets are expected to be fully operating
once the Company secured contractor and possibly other strategic investor.

e Going forward, it is planning to acquire its own barge vessel and establish a trading company so
that it can sell higher cv coal from other mining operators.

e During the first day, we took part in the inspection of drilling process performed in the APE
(Arthaco Prima Energi) site. It is expected to be fully operating in the next 5-6 months.
Production volume is targeted to reach Imn metric tons this year. Calorific value 3000 — 3500
kcal/kg. Total resources are estimated to be more than 792mn metric tons.

e During the second day we witnessed the coal mining and loading process in some of PMC and
BSPC pits and jetties.

e PMC (Putra Muba Coal) has been fully operating. Production volume is targeted to reach 4.5mn
metric tons this year. Calorific value 3000 — 3600 kcal/kg. Total resource left is estimated to be
around 76.9mn metric tons.

e BSPC-N (Bhumi Sriwijaya Perdana Coal - North) has been fully operating. Production volume is
targeted to reach 1.8mn metric tons this year. Calorific value 3200 - 3300 kcal/kg. Total resources
are estimated to be more than 130mn metric tons.

e In order to increase production, it is planning to build its own hauling road, considering that it
currently still using village road with limited capacity.

Investment Risks

e Lower-than-expected coal production volume of 7.8/8.2 mn tons in 22F/23F.

e Higher-than-expected loss recognition from its aviation business.

e Smaller-than-expected EBITDA and Net Profit of USD 233.4/260.1 mn and 93.35/104.05 mn in
22F/23F, respectively.

COMPANY UPDATE

26-Apr-2022
Key Asum ptions
(USD mn) 2022F 2023F 2024F
Revenue 397.2 438.4 489.3
EBITDA 233.4 260.1 293.2
margin 58.8% 59.3% 59.9%
Net Profit 934 104.0 117.3
margin 23.5% 23.7% 24.0%
(mn tons) 2022F 2023F 2024F
Coal Volume
Production 7.79 8.18 8.67
Sales 7.71 8.10 8.58
Current Price 230 230 230
P/E, post Rl 3.5 3.1 2.7
Target Price 390 390 390
P/E, post RI 4.8 43 3.8

Shareholders, post rights issue:

Global Transport Services 7.59%
Oxley Capital Investment Ltd 7.43%
Public & others 84.98%
Current mkt cap

post rights issue (Rp bn) 4,652

Sources: IATA, IDX, Bloomberg, HP Analytics

Analysts:

Jono Syafei
jono.syafei@henanputihrai.com

Robertus Hardy
robertus.hardy@henanputihrai.com
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MNC Energy Investments (IATA) Organization Structure

List of subsidiaries post the anticipated consolidation of BCR (Bhakti Coal Resources) and BMR (Bhakti Migas Resources):

PT MNC Energy Investments Thk

ENERGY INVESTMENTS

I

86.94%1 99.99% l 99.33%

PT Indonesia Air PT Global PT MNC PT Bhakti Coal
Transport Maintenance Facility Infrastruktur Utama Resources

99.99% 99.99% 99.99% 99.99% 99.99% 99.99%

Description:

PT Bhakti Migas
Resources

SR : PT Sumatra Resources PE : PT Primaraya Energi

BSPC : PT Bhumi Sriwijaya Perdana Coal SEP : PT Sriwijaya Energi Persada

IBPE : PT Indonesia Batu Prima Energi PMC : PT Putra Muba Coal

APE : PT Arthaco Prima Energi PUMCO  : PT Putra Mandiri Coal A
TPS : PT Titan Prawira Sriwijaya SS : PT Suma Sarana ‘
EIBP : PT Energi Inti Bara Pratama () : 49% Direct Equity; 36% Conditional

MNC Energy Investments (IATA) Coal Mining Business under Bhakti Coal Resources (BCR)

BCR is targeting FY22 coal production volume of 7.8mn metric tons. Total reserves and resources is estimated to reach
261.74mn and 1.6bn metric tons, respectively.

e GAR Resources (MT) Reserves(Ml'lr'l)tHnal o czﬂuzcihn

Based on Indonesian Joint Committee for Mineral Reserves (KCMI)

BSPC-N 4,708 3,200 - 3,300 74,500,000 29,500,000 26,700,000 130,700,000 83,275,520 1,800,000
PMC 2,947 3,000 - 3,600 60,400,000 12,900,000 3,600,000 76,900,000 54,822,642 4,500,000
Subtotal 7,655 134,900,000 42,400,000 30,300,000 207,600,000 138,098,162 6,300,000
Based on Intenal Assessment

APE 15,000 3,000 - 3,500 297,086,038 264,076,478 231,066,918 792,229,434 103,827,266 1,000,000
IBPE 15,000 3,100 - 3,500 211,105,054 187,648,937 161,540,293 560,294,284 7,104,000 500,000
BSPC-S 2,158 2,600 - 3,800 15,777,000 6,581,000 2,028,000 24,386,000 9,831,388

PUMCO 1,526 3,000 - 3,500 9,632,701 756,100 10,388,801 2,876,576

PE 4,424 295,417 871,883 1,496,160 2,663,460

TPS 6,015 62,591 1,520,220 3,443,479 5,026,290

SEP 8,596 38,906 296,312 607,672 942,890

EIBP 13,630

Subtotal 66,349 533,997,707 461,750,930 400,182,522  1,395,931,159 123,639,230 1,500,000
Total 74,004 668,897,707 504,150,930 430,482,522 1,603,531,159 138,098,162 123,639,230 7,800,000

Sources: IATA, IDX, HP Analytics
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BCR Sales & Production Volumes

1Q22 Coal Sales Volume reaching 388,352 metric tons.

in Metric Ton 88,352
' 83,993
N PMC H BSPC |
|
I
e 240,388 | 270,129 it
53,117 u e FEES I 95,278
220,772 44245 e : '
186,305 as,927 lnorod i, 1 I 6 |
157,715 37,848 ‘ 162,206 . 159,53 | SR 001 IR
23,250 IERGACACRNN - .- [ 166510 gy 22584 ‘ 30,315 I 39,180 ’
124,455 [l 46,190 ; 139,662 109,122 [ | e
25,247 I -
93,510 Bl1,875 :
I
1 1 1 1 1 1 1 1 1 1 1 1 1 1
JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC | JAN FEB MAR
2021 | 2022
1Q22 Coal Production Volume reaching 360,596 metric tons.
 PMC W BSPC SR ‘ S m0e

282,981
262,177

257,825

232,927 236,392 233,900
75,586

230,359

142,347

126,883 157,341
32,224
94,659 e
o
i 1 s
JAN NOV
2021 2022

Sources: IATA, IDX, HP Analytics

Our to BCR sites

Drilling process at APE (Arthaco Prima Energi) site Drilling process at APE site

Sources: IATA, HP Analytics
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Our visit to BCR sites

Sample of drilling material taken from APE (Arthaco Prima Energi) site One of the Jetties at PMC (Putra Muba Coal) site

Mining activity at one of the pits in BSPC (Bhumi Sriwijaya Perdana Coal)
Stockpiles at PMC site site

Sources: IATA, HP Analytics
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Our visit to BCR sites

Loading process at one of the jetties at BSPC port

Sources: IATA, HP Analytics

MNC Energy Investments (IATA) Oil & Gas Business under Bhakti Migas Resources (BM

Semai lll is estimated to have 31.8tn cubic feet of unproven gas resources.

0il Case (BBO, Billion Barrel Oil) Gas Case (TCF, Trillion Cubic Feet)
P:’::Z“ QOIP (Original Oil in Place) EU:::::Z";T:F: ';L’;‘:te OGIP (Original Gas in Place) Eu::::t‘:;"r:;’e:;:g;“e
Low Best High Low Best High Low Best High Low Best High

Poksai 1.2 7.3 20.6 0.2 1.5 4.1 2.0 135 42.4 1.4 9.5 29.7
Murai Batu 0.4 6.6 317 0.1 13 6.3 0.6 121 65.2 0.5 8.5 45.7
Cucak ljo 0.3 7.4 283 0.1 1.5 5.7 0.6 13.7 58.3 0.4 9.6 40.8
Kaleyo-Oplor 0.1 31 10.8 0.0 0.6 2.2 0.2 6.2 23.8 0.2 43 16.7
Total 2.0 244 91.4 0.4 49 18.3 3.4 45.5 189.7 2.4 31.8 132.8

Sources: IATA, IDX, HP Analytics
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Rating Scale
BUY : We expect the stock’s total return to exceed 10% over the next 12 months.
HOLD : We expect the stock’s total return to be between 0% and positive 10% over the next 12 months.
SELL : We expect the stock’s total return to fall below 0% or more over the next 12 months.
NOT RATED : We are not assigning any rating or price target to the stock.
OVERWEIGHT : Fundamentals are improving.
NEUTRAL : Fundamentals are steady.
UNDERWEIGHT : Fundamentals are worsening.
HP SEKURITAS
PT Henan Putihrai Sekuritas
Penthouse @ Tamara Center
JI. Jenderal Sudirman 24
Jakarta 12920
Customer Service
O (021)2525 888
(O 08882525 888
hpfinancials.co.id
Surabaya Bandung Medan
Lobby @ Sheraton Hotel Menara Asia Afrika Lt 11 Jalan S Parman No 215-D
JIn. Embong Malang 25 - 31 JI. Asia Afrika No. 133-137 Medan 20112
Surabaya 60261 Bandung 40112 P (061) 88816580
P (031) 534 3838 P (022) 423 4050
F (031) 534 8686 F (022) 423 9330
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