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SapuraCrest lands first contract in 2012

SapuraCrest Petroleum Bhd
Jan 11 (RM4.60)

Maintain neutral with unchanged
target price RM4.60: SapuraCrest
Petroleum Bhd'’s equally-owned
joint venture company (with Sub-
sea7), SapuraAcergy Sdn Bhd, has
secured a contract worth US$100
million (RM315 million) for a sub-
sea construction project off the
Vietnamese coast.

The scope includes installation
of 28km of 12-inch diameter pipe-
line, a 28km umbilical, pipeline end
terminations (PLETs) and subsea
isolation valve (SSIV) structures,
spools and pre-commissioning,
The job is expected to start mid-
2012.

Recall, SapCrest secured a siz-
able RM4.2 billion contract from
Petrobras to construct, charter and
operate three units of pipe-laying
support vessels (PLSV) in Decem-
ber last year, lifting its outstand-
ing order book to an estimated
RM11 billion.

Although the Vietnam contract
is relatively small (equivalent to
about 3% ofits existing backlog), we
are positive on the continuous new
contract replenishment flow.

Assuming a net profit margin of
12% with the completion period
assumption of one year, we expect
this project to contribute RM18
million (about RM9 million each
in FY13 and FY14) to SapCrest.

Given the earnings impact is
minimal and we are fine-tuning our
numbers pending the completion
of the proposed merger with Ken-
cana Petroleum Bhd, we make no
change to our forecasts at the cur-
rent juncture. We are maintaining
our target price (TP) for SapCrest at
RM4.60, at par with the offer price
for its merger deal.

Our TP implies 21 times price-

earningsratio 2012, whichisabout

plus one standard deviation above
its historical average since 2007.
The proposed merger with Kencana
and the listing of Sapura Kencana
is expected to be completed by the
first quarter of 2012. — MIDF Re-
search, Jan 11




