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Highlights

Recommendation

e Bina Puri has achieved steady earnings growth for the past three
years, with a net profit of MYR7 min in 2007, up 71% from 2005.
However, in 1Q08, Bina Puri's net profit declined 12% YoY, due to
margin squeeze arising from the escalating prices of raw materials.
We however, expect margins to improve as management negotiates
for better construction margins to reflect the higher material costs

under the built-in cost escalation clauses for most its projects.

e Bina Puri has secured more than MYR600 min worth of new contracts
since early 2007, due to its established track record in civil and
building construction, aggressive pricing and strong relationships with
local state governments. The group is hopeful of converting Letters of
Intent into additional projects worth more than MYR700 min shortly.
The group has an order book worth MYR2.2 bin, of which MYR1.2 bin
is unbilled. Meanwhile, Bina Puri is expected to achieve steady
earnings from its other businesses i.e. quarry and premix, property

development and polyol manufacturing.

Investment Risks

e  Risks to our recommendation and target price include work delays for
existing contracts and slower-than-expected replenishment of the

construction order hook. Higher-than-expected increase

construction materials could have a significant impact on group

earnings given that average margins are low (single-digit).

We resume coverage of Bina Puri with a Hold recommendation and a
12-month target price of MYR1.05. Trading at a prospective 2009 PER
of 10.8x, we believe Bina Puri is already fully valued and trading within
the industry average of small- to mid-sized construction companies.
Meanwhile, the group’s significant outstanding order book, potential
projects and steady contributions from its other divisions will help drive
earnings forward. In addition we believe Bina Puri's decent yield of
6.2% should provide support to its share price.

We have valued Bina Puri based on blended 11x PER and 0.8x P/B
target multiples to our 2008 estimates. Our target price also includes
projected net DPS of 4.5 sen (6 sen gross). The target multiple is at
the slightly higher end of the valuation range for small and mid-sized
construction companies. This is due to its: (i) earnings visibility
underpinned by a present strong order book; (i) potential new projects
worth about MYR700 min (Letters of Intent already received) to add to
its order book; (iii) steady earnings from Bina Puri’s other divisions (iv)
long-term recurring earnings from the KL-Kuala Selangor Expressway
40-year concession when it commences operation; (v) potential
earnings from its participation in part of the construction of the
expressway.

From its latest 2007 annual report, we note that Bina Puri recognizes
its corporate social responsibility (CSR) commitments which include
providing financial aid to the poor and needy via education incentives,
scholarship awards and medical aid.

Key Stock Statistics Per Share Data
FY Dec. 2007 2008E FY Dec. 2005 2006 2007 2008E
Reported EPS (sen) 8.5 8.6 Book Value (MYR) 0.81 0.84 0.89 1.27
PER (x) 113 111 Cash Flow (sen) 17.8 17.0 17.8 18.0
Dividend/Share (sen) 6.0 6.0 Reported Earnings (sen) 5.0 6.3 8.5 8.6
NTA/Share (MYR) 0.89 127 Dividend (sen) 5.0 5.0 6.0 6.0
Book Value/Share (MYR) 0.89 1.27 Payout Ratio (%) 71.9 56.9 50.9 50.1
No. of Outstanding Shares (min) 81.2 PER (x) 19.2 15.2 11.3 111
52-week Share Price Range (MYR) 0.66 - 1.36 P/Cash Flow (x) 54 5.6 54 53
Major Shareholders: % P/Book Value (x) 12 11 11 0.8
Jentera Jati Sdn. Bhd. 25.1 Dividend Yield (%) 52 5.2 6.3 6.3
Tan Sri Datuk Tee Hock Seng 16.5 ROE (%) 6.3 7.7 9.9 8.0
Tony Tan Cheng Kiat 112 Net Gearing (%) 3137 467.4 204.0 130.9
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Background

Corporate Profile

Bina Puri Holdings (Bina Puri) through its subsidiaries and associates are
engaged in civil engineering and building construction, property
development, quarrying and manufacturing of polyol. The group was
founded in 1975 and was listed on Bursa Malaysia’s Main Board in 1995.

Bina Puri holds a Class “A” contractor's licence and has completed about
MYRS5 bin worth of projects over the past 33 years both locally and
internationally. These include diversified multi-million Ringgit construction
projects, e.g. roads and highways, bridges and interchanges, airport
works, waterworks and land reclamation. Bina Puri has also completed
various building works ranging from low, medium and high-rise residential,
commercial and educational buildings.

Notable local projects include the Jalan Pantai KK-Sulaman Coastal Road
in Sabah (MYR315 min), Capital Square development, which include retail
centres and offices (MYR203 miIn), North South Expressway (Alor Pongsu
to Bukit Merah, Perak) (MYR217 min) and a Mosque at Pulau Indah,
Selangor (MYR950 min).

On the international front, it has completed three major highways in India
with combined value of MYR525 min, a luxurious five star hotel in Nepal
(MYR39 min) and an access road for the Suvarnabhumi Airport in

Business

Construction

The group presently has a substantial order book worth MYR2.2 bin, of
which the unbilled portion is MYR1.2 bin. Overseas projects account for
about 50% of the order book and include key projects such as the group’s
portion of the MYR141.2 min UAE-Al-Reem project and the MYR185.1
min housing development in Lahore, Pakistan. Bina Puri has also made
successful inroads Into Thailand in recent years via its 49% associated
company, Bina Puri (Thailand). The present order book of Bina Puri
(Thailand) stands at about MYR1.3 bin. The initial projects in Thailand
was via a JV with Deva Property (not listed), secured more than MYR1.3
bin worth of projects from the National Housing Authority of Thailand
(NHA) to build 30,000 of mainly low-cost apartments.

Bina Puri has been expanding its order book. Since early 2007 it has
secured more than MYR600 min worth of projects. The group is hopeful of
converting Letters of Intent into confirmed additional projects worth more
than MYR700 min shortly. For its overseas projects, Bina Puri is looking
for projects in Pakistan, Thailand, Brunei, Abu Dhabi, Saudi Arabia, UAE
and Qatar.

Key Projects Secured

Bangkok (MYR183 min). The group has operation offices in Vietnam, Project Expected
Thailand, UAE, Indonesia, Pakistan and Brunei. Value Completion
(MYR’ min)

Bina Puri’'s management comprises the Managing Director and key
shareholdler, Tan Sri Datuk Tee Hock _Seng (16.4%) and his uncle, the Local Projects
founder-director, Dr Tony Tan Cheng Kiat, who owns an 11% stake. The Civil Works 356.2 10080 1Q 2010
group’s largest shareholder, Jentera Jati holds a 24.6% stake. o '

Building Works 905.6 2Q 08 to 3Q 2009
We note that there are no significant issues with the corporate governance
of Bina Puri. Independent directors are fairly well represented in the board Overseas Projects (exclude Thailand)
by local standards and given its small size (three out of eight board Civil Works
m_embers). In addition, thg positions of_ Executlve_ (_Zhalrman and Ma_nz_igl_ng « SgLiang Industrial Park, Brunei 336 3Q 2008
Director are held by two individuals with clear divisions of responsibilities -
between them. Building Works

o UAE Al-Reem Project 1412 4Q 2009
Corporate Structure o Housing Development, Lahore Pakistan 185.1 4Q 2009

Bina Puri . )
Holdings Thailand Projects*
Building Works 613.0 2Q 2008 to
3Q 2009
Corstiiction &Q:?errr\ilix Manz(:laﬁllring Desgss;;)ém Qi ~2230

= Bina Puri
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100%

= Bina Puri Infra.  100%
= Bina Puri (B) 100%
= Bina Puri 99.97%
Pakistan
= Bina Puri (Libya) 80%
= Bina PuriGah  60%
= DPBS-BPHB 60%
= Bina Puri - 51%
Panzana Enterp.
= KL-Kuala 50%
Selangor
Expressway
= Bina Puri Hidgs 49%
= Bina Puri- 40%
Panzana (Nilai)

Industries

= KM Quarry

70%

= Maskimi 1009

Venture

= Hamay Glass  65%

Murni

= Aksi Bina 70%

Puri

= Bina Puri 49%

(Thailand)

= Bina Puri

= Bina Puri

Plantation

100%
Juara

100%
Cambodia

= Bina Puri 60%

Mining Ventures

Source: Company data

Source: Company data, S&P Equity Research
* Based on 49% of its share in Bina Puri (Thailand)

We believe the group won these contracts by pricing aggressively, against
a competitive industry landscape. Margins are likely to be in the low
single-digit range and the volatility of raw material prices leave little margin
for error in project execution. To date, the group has not suffered losses
from overseas projects though margins were razor thin. In 2007,
construction generated the bulk of the group’s turnover (75%) but
contributed to only 31% of the group’s net profit due to the relatively lower
margin vis-a-vis its other businesses
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KL-Kuala Selangor Expressway Concession

In February this year, Bina Puri and its partner, Arena Irama secured on
revised terms from the Government, a 40-year concession to design,
construct, operate, manage and maintain the expressway. The KL-Kuala
Selangor Expressway is a 33km dual carriageway linking Assamjawa to
Taman Rimba Templer. Bina Puri's 50% owned KL-Kuala Selangor
Expressway (KLKSE) is the concessionaire for the project. Arena Irama
owns the remaining 50% of KLKSE. The development cost of the
expressway is estimated at MYR958 min. The consortium recently
appointed Mudajaya Corporation (MDJ MK, MYR3.60, Strong Buy) as the
principal contractor of the expressway via a competitive tender exercise.
We understand that Bina Puri is in the midst of finalising the concession
agreement and financing arrangement. The project physical work is
expected to commence in 3Q 2008 and completed within 30 months.

The expressway is expected to provide Bina Puri a stable income when it
becomes operational. In addition, Bina Puri could also participate in part of
the construction of the expressway if its price is competitive and
acceptable to Mudajaya.

Quarry and Pre-mix

The group is one of the largest quarry operators in Selangor and a key
supplier to the Selangor State Public Works Department and Dewan
Bandaraya Kuala Lumpur (DBKL). Its quarry in Sungai Long, which
operates on 640 acres of rock hill, produces and supplies many types of
granite stone aggregates, ranging from blocks to quarry dust with
production capacity of 150,000 MT per month. The group also has a
quarry operation in Melaka to tap the state’s market and also Johor. We
understand that the group has plans to set up a quarry in Ipoh, Perak. The
division also produces and supplies bituminous mixes for road and
building construction, especially in the Klang Valley and Selangor. In
2007, the quarry and premix generated 15% and 22% of the group’s
turnover and net profit.

Property Development

In 2007, the property division generated only 6% of the group’s turnover
but 38% of net profit due to its relatively higher margins. The contribution
comes mainly from the on-going Jesselton condominium project in Kota
Kinabalu with GDV of MYR64 min. The project which was launched in
November 2006 has already been fully sold and construction is expected
to be completed end of the year.

The group recently launched Phase 2 of the Taman Malawa Jaya in Kota
Kinabalu (GDV=MYR13 min) early this year which comprises of 4-storey
walk-up apartments totalling 96 units. To date, about 54 units have
already been sold. Bina Puri is targeting to launch another development at
Taman Puchong Impian 2 (GDV= MYR10.3 min) at the end of this year,
comprising 18 semi-detached houses and one bungalow. Bina Puri is
looking to expand its property division via acquisition of land banks and
joint ventures.

Polyol Manufacturing

The group is involved in the manufacturing and marketing of natural oil
polyols (NOP) (essentially a composite material made from natural oils —
e.g. palm oil - as opposed to petroleum) and NOP based polyurethane
(PU). The product is environmental friendly and is used in industries such
as building construction, refrigeration and furniture manufacturing. The PU
is used as raw material for cold insulation, pipe insulation, roof panelling,
furniture parts, spray foam, car bumper insert and others. Following seven

years of losses, its polyol manufacturing business turned in a small profit
in 2004. In 2007, the polyol division accounted for about 4% and 8% of the
group’s turnover and net profit.

We believe polyol manufacturing has potential revenue growth
opportunities given its recent breakthrough in the PU flexible foam
industry, which allows supply to a larger market and provides an
alternative to its present rigid foam product. The group exports its
products to Brunei, Indonesia, Vietnam, Philippines, Singapore, Taiwan
and the Middle East.

Earnings Outlook

Bina Puri has achieved steady earnings growth for the past three years,
with a net profit of MYR7 min in 2007, up 71% from 2005. However, in
1Q08, Bina Puri's net profit declined 12% YoY. This was due to margin
squeeze arising from the escalating prices of raw materials such a steel
bar, diesel and cement. This eroded its overall EBIT margin in 1Q08 (-
1.3%-pts YoY to 1.4%). As a result, 1Q08 net profit declined 71% YoY to
MYR1.2 min, despite an increase in group revenue by 44% to MYR150.6
min.

We have reflected the 1Q08 results in our 2008 projections but expect
margins to improve. We understand that management is in the process of
negotiating healthier margins for its construction projects to reflect the
higher material cost, given that most contracts have built-in cost
escalation clauses. We expect construction revenue, increased quarry
and polyol demand and better margins to drive earnings forward.
Supported by a significant outstanding order book of MYR1.2 bin, Bina
Puri will be kept busy for the next few years. In addition, the group is
hopeful of converting various Letters of Intent into additional projects
worth more than MYR700 min shortly, which will further boost its order
book. However, we believe earings risks are significant due to raw
material price volatility. We project a net profit of MYR7.1 min (+1% YoY)
and MYR?7.4 in 2009 (+4% YoY).

The group has a net debt of MYR141.2 min as at end-March 2008,
translating to a net gearing of 2.0x. Bina Puri has managed to pare down
its net debt and net gearing from a high of MYR317.8 min and 4.7x,
respectively, as at end-Dec 2006. The reduction is due to the repayment
of MYR102 min of borrowings attributable to the Sipitang-Tenom Road
project in Sabah. We expect the group’s net gearing to decline to about
1.3x by the end of 2009 with improved earnings, pending additional
borrowings that may be required for its equity portion for the construction
of the KL-Kuala Selangor Expressway.

Valuation

We believe Bina Puri's is already fully valued and trading within the
industry average of small- to mid-sized construction companies. The
group’s thin margins are vulnerable to sudden changes in industry and
competitive conditions. However, the group’s significant outstanding order
book, potential new projects to be secured and steady contributions from
its other divisions i.e. property, polyol and quarry will drive the earnings
improvement.
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We have valued Bina Puri based on blended 11x P/E and 0.8x P/B to our
2008 estimates. The target multiple is at the slightly higher end of the
valuation range for small and mid-sized construction companies. This is
due to its: (i) earnings visibility underpinned by a present strong order
book; (i) potential new projects worth about MYR700 min (Letters of Intent
already received) to add to its order book; (iii) steady earnings from Bina
Puri's other divisions (iv) long-term recurring earnings from the KL-Kuala
Selangor Expressway 40-year concession when it commences operation;
(v) potential earnings from its participation in part of the construction of the

expressway.

Profit & Loss

FY Dec./MYR min 2006 2007  2008E  2009E
Reported Revenue 491.6 607.9 641.7 657.8
Reported Operating Profit 11.8 9.9 115 11.4
Depreciation & Amortization -8.6 7.7 1.7 -1.7
Net Interest Income / (Expense) 5.1 4.4 -4.4 -4.4
Reported Pre-tax Profit 6.4 8.5 9.9 10.3
Effective Tax Rate (%) 19.2 6.5 10.0 10.0
Reported Net Profit 5.1 7.0 7.1 7.4
Reported Operating Margin (%) 2.4 1.6 1.8 17
Reported Pre-tax Margin (%) 13 14 15 1.6
Reported Net Margin (%) 1.0 1.2 11 11

Source: Company data, S&P Equity Research
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Standard & Poor’s Equity Research Services

Standard & Poor's Equity Research Services U.S. includes Standard & Poor's
Investment Advisory Services LLC; Standard & Poor's Equity Research Services
Europe includes Standard & Poor's LLC- London and Standard & Poor's AB
(Sweden); Standard & Poor's Equity Research Services Asia includes Standard &
Poor's LLC's offices in Hong Kong, Singapore and Tokyo, Standard & Poor's
Malaysia Sdn Bhd, and Standard & Poor’s Information Services (Australia) Pty Ltd.

Glossary

Strong Buy: Total return is expected to outperform the total return of the KLCI or
KL Emas Index respectively, by a wide margin over the coming 12 months, with
shares rising in price on an absolute basis.

Buy: Total return is expected to outperform the total return of the KLCI or KL Emas
Index respectively, over the coming 12 months, with shares rising in price on an
absolute basis.

Hold: Total return is expected to closely approximate the total return of the KLCI or
KL Emas Index respectively, over the coming 12 months with shares generally
rising in price on an absolute basis.

Sell: Total return is expected to underperform the total return of the KLCI or KL
Emas Index respectively, over the coming 12 months and share price is not
anticipated to show a gain.

Strong Sell: Total return is expected to underperform the total return of the KLCI or
KL Emas Index respectively, over the coming 12 months by a wide margin, with
shares falling in price on an absolute basis.

S&P 12 Month Target Price — The S&P equity analyst's projection of the market
price a given security will command 12 months hence, based on a combination of
intrinsic, relative, and private market valuation metrics.

Shariah-compliant stock - As defined by the Shariah Advisory Council of
Malaysia’s Securities Commission

Required Disclosures

All of the views expressed in this research report accurately reflect the
research analyst's personal views regarding any and all of the subject
securities or issuers. No part of analyst compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views
expressed in this research report.

Additional information is available upon request.

Other Disclosures

This report has been prepared and issued by Standard & Poor's and/or one of its
affiliates. In the United States, research reports are prepared by Standard & Poor's
Investment Advisory Services LLC (“SPIAS"). In the United States, research
reports are issued by Standard & Poor's (“S&P”), in the United Kingdom by
Standard & Poor's LLC (“S&P LLC"), which is authorized and regulated by the
Financial Services Authority; in Hong Kong by Standard & Poor's LLC which is
regulated by the Hong Kong Securities Futures Commission, in Singapore by
Standard & Poor’s LLC, which is regulated by the Monetary Authority of Singapore;
in Japan by Standard & Poor’s LLC, which is regulated by the Kanto Financial
Bureau; in Sweden by Standard & Poor's AB (“S&P AB”), in Malaysia by Standard
& Poor's Malaysia Sdn Bhd (“S&PM") which is regulated by the Securities
Commission, in Australia by Standard & Poor’s Information Services (Australia) Pty
Ltd (“SPIS") which is regulated by the Australian Securities & Investments
Commission and in Korea by SPIAS, which is also registered in Korea as a cross-
border investment advisory company.

The research and analytical services performed by SPIAS, S&P LLC, S&P AB,
S&PM, SPIS and SPIAS LLC (Korea) are each conducted separately from any
other analytical activity of Standard & Poor’s.

A reference to a particular investment or security by Standard & Poor's and/or one
of its affiliates is not a recommendation to buy, sell, or hold such investment or
security, nor is it considered to be investment advice.

Standard & Poor's and its affiliates provide a wide range of services to, or relating
to, many organizations, including issuers of securities, investment advisers, broker-
dealers, investment banks, other financial institutions and financial intermediaries,
and accordingly may receive fees or other economic benefits from those
organizations, including organizations whose securities or services they may
recommend, rate, include in model portfolios, evaluate or otherwise address.

CMDF-Bursa Research Scheme (“CBRS”)

This report has been prepared by S&PM for purposes of CBRS administered by
Bursa Malaysia Berhad, independent from any influence from CBRS or the subject
company. S&P will receive total compensation of RM15,000 each year for each
company covered by it under CBRS. For more information about CBRS, please
visit Bursa Malaysia's website at: http://www.bursamalaysia.com/website/bm/

Disclaimers

This material is based upon information that we consider to be reliable, but neither
S&P nor its affiliates warrant its completeness, accuracy or adequacy and it should
not be relied upon as such. With respect to reports issued by S&P LLC-Japan and
in the case of inconsistencies between the English and Japanese version of a
report, the English version prevails. Neither S&P LLC nor S&P guarantees the
accuracy of the translation.  Assumptions, opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice.
Neither S&P nor its affiliates are responsible for any errors or omissions or for
results obtained from the use of this information. Past performance is not
necessarily indicative of future results.

This material is not intended as an offer or solicitation for the purchase or sale of
any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions
expressed herein are given in good faith, are subject to change without notice, and
are only correct as of the stated date of their issue. Prices, values, or income from
any securities or investments mentioned in this report may fall against the interests
of the investor and the investor may get back less than the amount invested. Where
an investment is described as being likely to yield income, please note that the
amount of income that the investor will receive from such an investment may
fluctuate. Where an investment or security is denominated in a different currency to
the investor's currency of reference, changes in rates of exchange may have an
adverse effect on the value, price or income of or from that investment to the
investor. The information contained in this report does not constitute advice on the
tax consequences of making any particular investment decision. This material is not
intended for any specific investor and does not take into account your particular
investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you.
Before acting on any recommendation in this material, you should consider whether
it is suitable for your particular circumstances and, if necessary, seek professional
advice.

For residents of the U.K. This report is only directed at and should only be relied on
by persons outside of the United Kingdom or persons who are inside the United
Kingdom and who have professional experience in matters relating to investments
or who are high net worth persons, as defined in Article 19(5) or Article 49(2) (a) to
(d) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005, respectively.

For residents of Malaysia. All queries in relation to this report should be referred to
Alexander Chia, Desmond Ch’'ng or Ching Wah Tam.
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