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3QCY12 net profit seen up 13.02% y-y
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Company Overview

TTW is engaged in the production and distribution of tap water
under concessions from Provincial Waterworks Authority (PWA)
and it has also acquired the rights to produce tap water and treat
waste water in Banp Pa-In Industrial Estate.

o We expect TTW to report a 3QCY12 net profit of Bt625.38mn,
up 13.02% y-y. The forecast assumes total revenue growth
of 7.22% y-y on the back of rising sales volumes. The impact
of higher tax expenses after the expiry of the BOI tax break
could be offset by potential tax refund of Bt61mn from PTW
and profit contribution from CK Power (CKP).

e Even though sales volumes remain on the rise in 4QCY12,
we see scope for earnings to drop in 4QCY12 as a result of
higher tax expenses. We leave our CY12 net profit outlook
for TTW unchanged at Bt2,327.34mn for the meantime.

¢ Looking ahead into CY13, we assume total sales volume of
treated water will rise by 5% y-y. The annual inflation-based
water tariff increases and potential tax refund of another
Bt325mn at PTW could offset the impact of higher tax
expenses. We expect TTW to deliver profit growth of 14.18%
y-y to Bt2,657.42mnin CY13.

e We upgrade TTW shares to ‘ACCUMULATE’ with a CY13
DCF-based target price of Bt8.20/share.

What is the news?

TTW reported its total sales volume of treated water in 3QCY12
rose by 6.55% y-y in 3QCY12. On this basis, we forecast TTW
to report 3QCY12 total revenue growth of 7.22% y-y. Tax expenses
would rise after the expiry of the BOI tax break for TTW'’s
capacity to produce the first 320,000 m3 per day of treated water
sold to PWA on Jul 12, 2012 but the impact could be offset by
potential tax refund of Bt61mn at PTW and profit contribution
from CKP against none in the same year-ago period and a loss
in the previous quarter. Overall we estimate TTW will post a
3QCY12 net profit of Bt625.38mn, up 13.02% y-y. Stripping out
the above tax refund and profit contribution from CKP, the profit
is expected to drop in 3QCY12.

How do we view this?

Even though sales volumes remain on the rise in 4QCY12, we
see scope for earnings to drop in 4QCY12 as a result of higher
tax expenses. For the meantime, we leave our CY12 net profit
outlook for TTW unchanged at Bt2,327.34mn. Looking ahead
into CY13, we assume total sales volume of treated water will
rise by 5% y-y. The annual inflation-based water tariff increases
and potential tax refund of another Bt325mn at PTW could offset
the impact of higher tax expenses, in our view. We expect TTW
to deliver profit growth of 14.18% y-y to Bt2,657.42mn in CY13.

Investment Actions?
We upgrade TTW shares to ‘ACCUMULATE’ with a CY13 DCF-
based target price of Bt8.20/share.
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Rating 2.00 Accumulate
- Previous Rating 3.00 Neutral
Target Price (Bt) 8.20
- Previous Target Price (Bt) 6.90
Closing Price (Bt) 7.95
Expected Capital Gains (%) 3.1%
Expected Dividend Yield (%0) 6.0%
Expected Total Return (%) 9.2%
Raw Beta (Past 2yrs w eekly data) 0.43
Market Cap. (USD rmn) 1,033
Enterprise Value (USD mn) 1,296
Market Cap. (Bt rn) 31,721
Enterprise Value (Bt mn) 40,048
3M Average Daily T/O (mn) 3.8
52 week range 4.9 - 8.05
Closing Price in 52 w eek range
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Major Shareholders (%9
1. CK 30.0
2. Mitsui Water Holdings (Thailand) Co., Ltd. 26.0
3. BECL 9.2
Key Financial Summary
FYE 12/10 12/11 12/12F 12/13F
Revenue (Btnmn) 4,395 4,546 5,004 5,362
Net Profit (Btnmn) 2,063 2,113 2,327 2,657
EPS (Bt) 0.52 0.53 0.58 0.67
Net Profit, adj. (Btmn) 2,063 2,113 2,175 2,332
EPS, adj. (Bt) 0.52 0.53 0.55 0.58
PE (X),adj. 15.3 15.0 145 13.7
BVPS (Bt) 2.37 2.55 2.73 3.00
/B (X) 3.4 3.1 2.9 2.7
DPS (Bt) 0.35 0.40 0.45 0.48
Div. Yield (%) 4.4 5.0 5.7 6.0
Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
Valuation Method
DCF (WACC 9.68%, Terminal g 2%)
Analyst
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research@phillip.com.sg
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3QCY12 net profit seen up 13.02%y-y energy business such as solar farm and production of green
We expect TTW to report a 3QCY12 net profit of Bt625.38mn, up  energy from waste/garbage and the new investment in tap water
13.02% y-y on the back of rising sales volumes, potential tax refund and waste water management business at other privately-run
of Bt61mn and profit contribution from CK Power (CKP). industrial estates like Bang Pa-In Industrial Estate.

TTW reported that its total sales volume of treated water in 3QCY12  CY13 target price of Bt8.20/share

rose by 6.55% y-y to 69.98 million cubic meters (MCM). Much of the Our CY13 target price of Bt8.20/share for TTW is DCF-based,
growth was attributable to a rise of 10.65% and 4.06% y-y in tap assuming WACC of 9.68% and terminal growth of 2%. At
water sales volumes from TTW and its 98%-owned subsidiary PTW  current prices, we upgrade TTW shares to ‘ACCUMULATE’
driven by rising demand from household and industrial sectors. Only ~ from ‘NEUTRAL.’

BLDC posted a drop of 18.41% y-y in tap water sales volume due

chiefly to the lingering impact of last year’s floods at Bang Pa-In

Industrial Estate. Thanks to inflation-based water tariff increases at

TTW and PTW at the start of the year, revenue from tap water sales

grew by 7.67% y-y. Coupled with service revenue, we expect TTW to

report total revenue growth of 7.22% y-y to Bt1,250.58mn in 3QCY12.

We also assume (1) costs will be up by 12.37% y-y due chiefly to

bigger electricity bills as a result of the Ft increases and higher power

consumption along with growing sales volumes, and (2) SG&A

expenses Wwill rise by 39.76% y-y. We also expect TTW to see high

profit contribution from CKP in 3QCY12 on the back of a seasonal

up-tick in electricity production during the rainy season, against none

in the same year-ago period and a loss of Bt29.30mn in the previous

quarter. Even though interest expenses at CKP would drift lower, the

expiry of the BOI tax break for TTW's capacity to produce the first

320,000 m® per day of treated water sold to PWA on Jul 12, 2012

should drive total tax expenses higher. The forecast also assumes

that potential tax refund of Bt61lmn from PTW will be recorded in

3QCY12, earlier than what we have previously expected for

4QCY12. Stripping out profit contribution from CKP and tax refund

from PTW, TTW is expected to report a 3QCY12 profit drop in both

g-g and y-y terms as a result of mounting tax expenses.

CY12 profit outlook unchanged at Bt2,327.34mn

Even if demand for tap water remains on the rise in 4QCY12 , we see
scope for earnings to drop in 4QCY12 due to full-quarter tax
expenses on TTW's capacity to produce the first 320,000 m? per
day of treated water sold to PWA after the expiry of the BOI tax
break. For this reason, we leave our CY12 net profit outlook for
TTW unchanged at Bt2,327.34mn.

CY13 earnings to be hit by full-year tax expenses but impact to
be offset by PTW’s potential tax refund

Looking ahead into CY13, we assume that total sales volume of
treated water will grow by 5% y-y to 291 million cubic meters (MCMg
and PTW's average bulk water tariffs will be raised to Bt12.153/m
in line with a 2.7% rise in Jul nationwide inflation. For water tariff
increase at TTW, much will depend on Nov and Dec inflation
data in the central region and the inflation figures are likely to be
higher than those of PTW. Tax expenses are set to rise in CY13
after the expiry of the BOI tax holiday but the impact could be
offset by a drop in effective tax rate to 20% from 23% and
potential tax refund of another Bt325mn to be booked in CY13 at
PTW. Capacity expansion plan at PTW to boost capacity to
450,000 m® per day from 388,000 m® per day is unlikely to give a
boost to overall eamnings performance in CY13 as construction is
slated to begin in 1QCY13 and to be completed in mid-CY14. On
this basis, we forecast TTW to achieve total revenue growth of
7.16% y-y to Bt5,362mn. We expect its CY13 net profit to be
higher than CY12 at Bt2,657.42mn. The forecast includes the
potential tax refund of another Bt325mn from PTW. Excluding the
above tax refund, profit is expected to fall modestly in CY13.
Key factors to watch include the investment plan in alternative
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Phillip Group Rating System

Total Returns Recommendation Rating
> +20% Buy 1

+5% to +20% Accunulate/Trading Buy 2

-5% to +5% Neutral 3

-5% to -20% Reduce/Trading Sell 4
>-20% Sell 5
Remarks

We do not base our recommendations entirely on the above quantitative return bands. We
consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms
and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it,
and notify the sender immediately. Phillip Securities Research shall not be liable for any direct or consequential loss
arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this
information and no representation or warranty, express or implied, is made that such information or Research is
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research
contained in this publication is subject to change, and Phillip Securities Research shall not have any responsibility to
maintain or update the information or Research made available or to supply any corrections, updates or releases in
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has
been advised of the possibility of such damages. You must make the final investment decision and accept all
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or
other materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date
indicated and are subject to change at any time without prior notice.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This
publication should not be relied upon exclusively or as authoritative, without further being subject to the recipient’s own
independent verification and exercise of judgment. The fact that this publication has been made available constitutes
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision
to enter into transactions involving such products should not be made, unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete
discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any
decision to purchase any product mentioned in this research should take into account existing public information,
including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may have provided advice or investment services to such companies and
investments or related investments, as may be mentioned in this publication.
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Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price
or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments,
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research,
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of
this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person
or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the
applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other
requirement, or penalty for contravention of such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on
Investment Products (FAA-NO1) do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives,
financial situation or particular needs of any particular person. The products mentioned in this material may not be
suitable for all investors and a person receiving or reading this material should seek advice from a professional and
financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such
products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection
with, this document.

This report is only for the purpose of distribution in Singapore.
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