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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 66.7 25.0 151.3 69.0 171.2 

Relative 71.8 20.1 135.6 75.4 181.6 

52-wk Price low/high (MYR) 0.75 – 2.99 

 
 

 
Source: Bloomberg 

 

 

 

 Initiate coverage with a BUY of TP MYR3.46, 44% upside, pegged to 14x 

FY21 (Jun) P/E. Kumpulan Powernet Berhad (KPOWER) is poised to 
transform into an energy and utilities services player following the new 
shareholders and management team on board since Jun-19. We favour the 
stock for its i) exponential earnings CAGR of 149%, ii) potential doubling of 
orderbook by end-FY21, iii) superior ROEs and iv) undemanding valuation 
of 9.7x.  

 New board members and management team to drive new ventures. 

Following Dato’ Dr. Ir. Ts. Mohd Abdul Karim Abdullah, founder of Serba 
Dinamik (SDH MK, Buy, TP: MYR2.55) and Grand Deal Vision SB (a private 
company owned by Mustakim Mat Nun (49%) and Sarah Azreen Abdul 
Samat (51%))’s acquisition in KPOWER in Jun-19, new board members 
and management team were introduced. As such, KPOWER is re-
positioned to be an end-to-end provider of concession-based renewable 
energy  infrastructure, focusing on hydro, solar, waste-to-energy and 
biomass. 

 Orderbook targeted to hit MYR2bn by end-FY21. KPOWER has 

demonstrated its ability to win big contracts by securing c.MYR1bn new jobs 
with  over the past one year. The company is looking to achieve MYR2bn 
orderbook by end of FY21, implying orderbook replenishment of >MYR1bn. 
Current bid value stands at MYR3.0bn, whereby 65% of it is attributable to 
the energy segment, followed by the infrastructure and utilities sectors at 
34% and 1%. We would believe that these job opportunities especially in 
the Middle East leverage on the connections of Dato’ Karim –who also has 
a strong presence in the region. 

 Turnaround and streamlining of existing business. KPOWER’s textile 

manufacturing factory underwent review and refurbishment in Oct 2019. 
Despite the disruption caused by MCO, management is still looking to 
turnaround the plant by FY21. On the other hand, following the estimated 
completion of its only commercial property development project in Sentul 
by 1HFY21, KPOWER will continue to explore any potential deal cautiously.  

 Exponential earnings growth. We forecast a 3-year earnings CAGR 

(FY19-22F) of 149% driven by annual contract replenishment of MYR1bn. 
The recently announced 35% private placement will allow KPOWER to 
execute projects secured as well as strengthen its balance sheet for future 
growth. A dividend pay-out policy of at least 20% potentially translates to 
FY20-22 DPS of 1.8-6.9 sen, implying a yield of 0.7-2.9%.  

 Key risks include change in government policies towards renewable 

energy, competition risks, and weaker than expected margins. 
 

 
 

 

Source: Company data, RHB 
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Kumpulan Powernet (KPB MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Total turnover (MYRm) 6                    13                  92                  291                397                

Recurring net profit (MYRm) (5)                  3                    9                    28                  39                  

Recurring net profit growth (%) -                -                276.7             196.7             38.4               

Recurring P/E (x) na 108.52           28.80             9.71               7.02               

P/B (x) 11.3               11.1               5.3                 2.1                 1.7                 

P/CF (x) na na na 26.84             8.48               

Dividend Yield (%) na na 0.7                 2.1                 2.9                 

EV/EBITDA (x) na 63.12             15.31             4.84               3.50               

Return on average equity (%) (21.1)             2.0                 24.9               31.1               26.9               

Net debt to equity (%) net cash 7.5                 net cash net cash net cashInterest cover (x) (24.91)           5.37               18.34             19.17             14.35             

sean.lim@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Utilities 

Kumpulan Powernet 

KPB MK 

Buy 

 

Valuation basis 

P/E 

 

Key drivers 

i. Higher contract win 
ii. Better than expected margins 
 

Key risks 

i. Lower than expected orderbook replenishment 
ii. Project cost overrun 
 

Company Profile 

Started as a manufacturer, KPOWER is also involved 
in property development and real estate investment. 
The company is now positioned to venture into energy, 
utilities, infrastructure and logistics segments.  
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Recurring EPS (0.04)                0.02                  0.08                  0.25                  0.34                  

DPS -                   -                   0.02                  0.05                  0.07                  

BVPS 0.21                  0.22                  0.45                  1.14                  1.41                  

Return on average equity (%) (21.1)                2.0                    24.9                  31.1                  26.9                  

Valuation metrics Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Recurring P/E (x) na 108.52              28.80                9.71                  7.02                  

P/B (x) 11.3                  11.1                  5.3                    2.1                    1.7                    

FCF Yield (%) (3.3)                  (0.7)                  (2.1)                  (7.3)                  0.7                    

Dividend Yield (%) -                   -                   0.7                    2.1                    2.9                    

EV/EBITDA (x) na 63.12                15.31                4.84                  3.50                  

EV/EBIT (x) na 229.19              19.31                5.76                  4.19                  

Income statement (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Total turnover 5.73 13.22 91.62 291.07 397.36

Gross profit (1.22) 4.61 21.99 49.48 67.55

EBITDA (3.82) 4.19 16.54 46.22 65.52

Depreciation and amortisation (0.99) (3.04) (3.43) (7.41) (10.80)

Operating profit (4.81) 1.16 13.11 38.81 54.72

Net interest (0.19) (0.22) (0.71) (2.02) (3.81)

Pre-tax profit (5.00) 0.94 12.40 36.78 50.90

Taxation 0.02 (0.46) (2.98) (8.83) (12.22)

Reported net profit (4.98) 0.49 9.42 27.95 38.69

Recurring net profit (4.54) 2.50 9.42 27.95 38.69

Cash flow (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Change in w orking capital 0.0 (4.0) (16.5) (25.3) (17.5)

Cash flow  from operations (9.0) (1.6) (3.7) 10.1 32.0

Capex (0.0) (0.3) (2.0) (30.0) (30.0)

Cash flow  from investing activities 0.2 (0.3) (2.0) (30.0) (30.0)

Dividends paid 0.0 0.0 (1.9) (5.6) (7.7)

Cash flow  from financing activities 12.6 (1.1) 28.1 75.7 28.0

Cash at beginning of period 0.7 4.5 1.5 24.0 79.8

Net change in cash 3.7 (3.0) 22.5 55.8 30.0

Ending balance cash 4.5 1.5 24.0 79.8 109.9

Balance sheet (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Total cash and equivalents 4.5 1.5 24.0 79.8 109.9

Tangible f ixed assets 13.5 12.8 11.3 33.9 53.1

Total investments 8.3 8.1 8.1 8.1 8.1

Total assets 36.0 41.1 88.6 241.5 334.4

Short-term debt 1.3 1.0 2.9 8.1 15.3

Total long-term debt 2.9 2.3 11.4 32.4 61.0

Total liabilities 12.3 16.9 37.9 113.3 175.3

Total equity 23.6 24.1 50.7 128.2 159.1

Total liabilities & equity 36.0 41.1 88.6 241.5 334.4

Key metrics Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F

Revenue grow th (%) 0.0 130.9 593.2 217.7 36.5

Gross margin (%) (21.3) 34.9 24.0 17.0 17.0

Operating EBITDA margin (%) (66.7) 31.7 18.1 15.9 16.5

Net profit margin (%) (87.0) 3.7 10.3 9.6 9.7

Dividend payout ratio (%) 0.0 0.0 20.0 20.0 20.0

Capex/sales (%) 0.4 2.1 2.2 10.3 7.5

Interest cover (x) (24.9) 5.4 18.3 19.2 14.4
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Valuation and Recommendation 
 

Peers Comparison. While bulk of the future earnings will be contributing from energy and 

utilities industries, we believe KPOWER should be comparable to the peers within this space 
rather than property developers or manufacturers. Apart from the utilities stocks under our 
coverage, one of the peers that we are comparing is Mega First Corporation (MFCB MK, 
Not Rated) as the company is also involving in construction of hydropower plant in Laos. 
However, KPOWER do not own any of these plants to generate recurring income. For the 
other renewable energy players, Solarvest is the sole pure-play solar EPCC firm while 
Cypark Resources produces electricity from renewable resources mainly from solar, biogas, 
biomass, municipal solid waste, and organic waste despite bulk of its earnings is derived 
from rehabilitation of landfill sites. Both are trading at huge P/E differential where Solarvest 
is at 23x FY21 P/E and the latter at only 5x FY21 P/E. Alternatively, as KPOWER’s near 
term earnings is rather construction related in nature, some would argue that KPOWER can 
also be comparable to construction companies.  

 

Initiating coverage with a BUY with MYR3.46 Target Price. We value KPOWER at 

MYR3.46 pegged to 14.0x FY21 P/E. We have factored in the recently proposed 35% 
placement shares to have a higher share base. Our valuation is in line utilities peers of 
13.8x, slight discount to the FBMSC’s 14.5x and c.10% premium to the KL Construction 
(KLCON) Index’s valuation of 12.6x FY21 P/E. We reckon that our valuation is justified 
backed by its exponential three year CAGR growth of 149% even though KPOWER do not 
have any equity stake in power infrastructure or renewable energy assets to generate 
recurring income.  

Figure 7 : Peer comparison 

Company FYE Price 
Mkt Cap 
(MYRm) 

PER (x) 
Div. Yld 

(%) 
ROE (%) PBV (x) NP Growth (%) 

Actual 1 Yr Fwd 2 Yr Fwd 1 Yr Fwd 1 Yr Fwd 1 Yr Fwd 1 Yr Fwd 2 Yr Fwd 

            

KPOWER JUN 2.40 201.04 108.5 28.8 9.7 1.7 18.4 5.3 276.7 196.7 

            

Peers            

Malakoff DEC 0.88 4301 13.4 14.4 13.5 6.7 4.5 0.7 5.4 2.0 

YTL Power JUN 0.69 5296 11.1 16.7 14.2 5.4 2.5 0.4 10.4 0.8 

Petronas Gas DEC 17.20 34034 17.6 18.4 18.4 4.2 13.6 2.5 9.6 107.7 

Tenaga Nasional DEC 11.78 67200 14.8 13.2 12.5 4.4 8.6 1.1 7.4 2.2 

Cypark Resources OCT 0.96 442 4.8 5.5 5.4 4.1 10.5 0.6 8.1 1.6 

Solarvest MAR 1.53 598 53.7 35.6 23.1 0.0 29.6 7.3 27.8 0.4 

Mega First Corp DEC 5.99 2726 17.7 9.6 9.2 5.0 17.1 1.4 6.9 2.6 

Average    19.0 16.2 13.8 4.2 12.3 2.0 10.8 16.7 

            
 

Source: Company data, RHB, Bloomberg 
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Investment Thesis 

New board members and management team to drive new ventures.  

New board members and management team to drive new ventures. Following Dato’ Dr. Ir. 
Ts. Mohd Abdul Karim Abdullah, founder of Serba Dinamik (SDH MK, Buy, TP: MYR2.55) 
Grand Deal Vision SB (a private company owned by Mustakim Mat Nun (49%) and Sarah 
Azreen Abdul Samat (51%))’s  acquisition in KPOWER in Jun-19, new board members and 
management team were introduced including Mustakim Mat Nun (Group Managing 
Director), Sarah Azreen (Non Independent-Non Executive Director), Amirul Afif (Chief 
Financial Officer). They are professionals and have equipped with in project management 
and implementation, construction and investment activities especially in utilities and 
renewable energy. As such, KPOWER is re-positioned to be an end-to-end provider of 
concession-based renewable energy  infrastructure, focusing on hydro, solar, waste-to-
energy and biomass. 

Figure 1 : Board of Directors 

 

Source: Company 

 

Figure 2 : Key Management Team 

 

Source: Company 



 

 

 

Kumpulan Powernet   Malaysia Initiating Coverage 

23 June 2020  Energy & Utilities | EPCC Services 

See important disclosures at the end of this report 
5 

    
 Market Dateline / PP 19489/05/2019 (035080) 

Strong contract flow amidst aggressive bidding. 

Strong contract flow in the past one year. KPOWER has demonstrated its ability to win 

big contracts over the past one year. The company has secured c.MYR1bn new contracts 
in FY20 (Jun) including MYR354m EPCC of five mini hydropower plants  with total capacity 
of 32.47MW, MYR254m sewerage facilities and green building construction project, 
USD48m EPCC of 23MW mini hydro power plant at Nepal, USD16m EPCC of 8MW small 
hydropower plant at Laos, among others. We gather that the management team has the 
relevant experiences and they have worked together in previous jobs. Thus, they are 
capable of executing these jobs by teaming up with their respective partners, consultants, 
suppliers and contractors.  

Orderbook targeted to hit MYR2bn by end-FYE(Jun)21. Moving forward, KPOWER is 

looking to achieve MYR2bn orderbook by end of FY21, implying orderbook replenishment 
of >MYR1bn. Current bid value stands at MYR3.0bn, whereby 65% of it is attributable to the 
energy segment, followed by the infrastructure and utilities sectors at 34% and 1%. 
Interestingly, 40% of the tenders were secured from the Middle East, while the remaining 
are from Malaysia (20%), Nepal (17%), Indonesia (16%) and Laos (7%). While some are 
being carried out via open tenders, we are guided that a portion of the bids could be 
achieved via partnership and direct negotiations. Besides the abovementioned countries, 
KPOWER have also received queries to undertake projects in Philippines. We would believe 
that these job opportunities especially in the Middle East leverage on the connections of 
Dato’ Karim –who also has a strong presence in the region. 

 

Figure 3 : Current Tender Activities 

 

Source: Company 

 

Potential expansion into logistic segment. One of the new segment that KPOWER 

intends to venture into is the logistic segment. We notice that only 3% or the Malaysia tender 
or MYR18m is attributed to the logistic segment. Management explained that these are 
some potential long term contracts to deliver products in the oil and gas sector. They see 
opportunities to provide logistic solutions to complement various activities within the 
networks of shareholders. Thus, we do not discount the possibility of KPOWER being the 
potential sub-contractor for Serba Dinamik for this matter but the amount of contract may 
not be very sizeable in the near term. Moving forward, KPOWER is also looking to 
strengthen this division via mergers and acquisitions (M&A). Management have identified 
potential candidates and are in the midst of due diligence. We may expect this to happen 
soonest by 2QFY21. 
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Turnaround and streamlining of existing business 

Textile manufacturing division. The manufacturing division has been incurring losses no 

thanks to higher raw material costs, operational inefficiencies and increasing competition 
from both local and overseas manufacturing. The textile manufacturing factory has 
undergone review and refurbishment in Oct-19 and resumed production subsequently. In 
order to achieve better process improvement and clientele portfolio expansion, 
management is currently working with the government agencies, i.e. MITI and other SMIs. 
However, we understand that plant was shut down during the first two phases of MCO and 
subsequently resumed operations upon Ministry of International Trade and Industry (MITI)’s 
approval. Management is eyeing to turnaround this segment in FY21 and to generate 
revenue of MYR5-6m/annum.  

For the property development segment, the only commercial project in Sentul, Kuala 

Lumpur with GDV of MYR41m on a parcel of commercial development land owned by 
Yayasan Bekas Wakil Rakyat (Mubarak) Malaysia have been fully sold. The project is 58% 
completed as of Mar-19 and construction activities have been suspended during MCO 
period. As the construction works have just resumed recently, we estimate the project to 
progress by another 5% in 4QFY20 and the completion has been delayed from June 2020 
to October 2020. Hence, the unbilled sales of MYR16m will be recognised in 1HFY21. 

Note that the Government has recently announced several relief measures including stamp 
duty exemptions, real property gains tax waivers for disposal of up to three residential units 
until end-2021, as well as the uplifting of the 70% loan-to-value cap for the third housing 
loan taken. While we reckon that these measures will help to create some new demand for 
properties, it may not benefit KPOWER much given that the company does not have any 
on-going development projects to be launched. Management guided that they will continue 
to explore any potential deal cautiously. 

Property Investment marked for disposal. KPOWER owns a 36-room Victorian-style 

building in Liverpool, UK. The four-floor property with a built-up area of c.1,450 sq metres is 
rented out as a student accommodation, located strategically within the city centre. The 
property investment has generated operating profit of MYR1.7m in FY19 and operating 
losses of MYR0.2m in FY18. In order to better prioritise their new ventures and existing 
businesses, KPOWER intends to dispose this asset and currently in the midst of identifying 
potential buyers. The net book value of this asset is MYR8m as of 3QFY20. 

 

Ride on renewable energy growth. 

Winning EPCC of mini hydropower plants. In Dec 2019, the Sustainable Energy 

Development Authority (SEDA) has allocated 176.79 MW to 15 companies that have 
participated the competitive bidding for small hydropower where each application will be 
capped at 30 MW per location. Kangsar Hidro Sdn Bhd, one of the awardees has awarded 
the construction of the five mini hydropower plants with total capacity of 32.47MW to 
KPOWER. Additionally, KPOWER also secured several EPCC of small and mini hydro 
pants in Laos and Nepal. This is mainly leverage on the management team which have 
relevant experiences, expertise and connection.  

Figure 4 : New RE requirement to meet the 20% RE capacity mix by 2025 

 

Source: Energy Commission 
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Aspired to be regional green energy player. Should KPOWER is able to deliver their 

existing jobs and establish a strong track record, the company is set to ride on the wave of 
this megatrend. According to The Renewable Energy Outlook for ASEAN published by 

International Renewable Energy Agency, the ASEAN countries collectively have set a 
regional target of 23% of their primary energy generation derived from renewable energy 
sources by 2025, of which hydropower will contribute a significant portion in the renewable 
energy share of power growth. Malaysia targeted to achieve a 20% total renewable energy 
installed capacity mix by 2025, of which 3758MW of new capacities to be developed  in 
Peninsular Malaysia starting 2020. We understand that about 58% of these capacities is 
likely to be filled up by solar and the remaining 1586MW to be catered for non-solar. Post 
2025, the renewable energy capacity mix will be maintained at 20% for Malaysia.  

Eyeing the Large Scale Solar 4 (LSS4) pie. The Ministry of Energy and Natural Resources, 

via Energy Commission (EC) has offered solar quota of 1,000MW via competitive bidding 
process under the Large Scale Solar (LSS) programme starting May 31. Applications are 
open to 100% locally owned companies incorporated or registered in Malaysia and any local 
Malaysia-listed companies must have at least 75% local shareholding to participate. The 
maximum bidding capacity of each developer is kept lower at 50MW compared to 100MW 
in the LSS3 to allow more local solar industry players to participate in the bid. We believe 
this will provide more investment opportunities to players that are interested in pursuing 
renewable energy ventures. The management has expressed their interests to bid for the 
EPCC portion but we believe they will face strong competition from existing players  
Solarvest (SOLAR MK; Not Rated) and Cypark Resources (CYP MK; Not Rated). KPOWER 
has not decided to bid as an asset owner and they are still evaluating the opportunities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Kumpulan Powernet   Malaysia Initiating Coverage 

23 June 2020  Energy & Utilities | EPCC Services 

See important disclosures at the end of this report 
8 

    
 Market Dateline / PP 19489/05/2019 (035080) 

Financial Analysis 
Turnaround in FY19. KPOWER has been suffering in the red in the past few years, 

recording net loss of MYR4.0-8.5m in FY14-18. The company managed to turnaround in 
FY19, returning to the black with a core net profit of MYR2.5m (after stripping off property, 
plant and equipment impairment) from MYR5.0m in FY18. This is largely underpinned by 
strong performance of MYR2.3m in 4QFY20 on the back of higher project billings from its 
property development segment.  

9MFY20 Earnings Review. KPOWER recorded net earnings of MYR5.5m in 9MFY20, 

returning from the red of MYR1.8m in 9MFY19. The better performance is largely 
underpinned by higher project billings for its property development segment as well as 
maiden contribution from its newly secured contracts which has been classified under 
“Construction related activities” division. We expect 4QFY20 earnings to be stronger QoQ 
on the back of higher billings from the existing contracts in hand despite having some 
disruption in the property development project due to MCO. 

Figure 5 : 9MFY20 results review 

FYE Jun (MYRm) 3Q19 2Q20 3Q20 QoQ (%) YoY (%) 9M19 9M20 YoY (%) 

Revenue 0.4 13.6 31.7 132.4 7355.1 1.3 56.5 4340.4 

EBITDA -0.6 2.7 4.3 59.7 -820.7 -1.5 8.7 -700.1 

EBITDA margin (%) -139.8 19.7 13.5   -114.3 15.4  

Depreciation -0.1 -0.2 -0.4 75.8 273.8 0.3 -0.8 -362.5 

EBIT -0.7 2.5 3.9 58.3 -659.0 -1.8 7.9 -548.9 

EBIT margin (%) -164.0 18.0 12.3   -138.6 14.0  

Interest expense 0.0 0.0 0.0 40.0 4800.0 -0.1 -0.1 84.1 

EI/Others 0.0 0.0 0.0 nm nm 0.0 0.0 nm 

Pretax profit -0.7 2.4 3.8 58.6 -651.1 -1.8 7.8 -527.1 

Tax 0.0 -0.6 -1.2 105.4 nm 0.0 -2.3 nm 

Effective tax rate (%) 0.0 23.6 30.5   0.0 29.8  

Minority interests 0.0 0.0 0.0 -66.7 nm 0.0 0.0 Nm 

Net profit -0.7 1.9 2.7 43.8 -483.1 -1.8 5.5 -400.2 

Core profit -0.7 1.9 2.7 43.8 -483.1 -1.8 5.5 -400.2 

Net margin (%) -164.2 13.6 8.4   -143.6 9.7  

 

Source: Company data, RHB 

 

Estimated CAGR of 149%. We are forecasting FY20-22 earnings at MYR9.4m, MYR28.0m 

and MYR38.7m, implying a 3-year CAGR of 149%, coming from a low base of MYR2.5m 
profit in FY19. Note that we have assumed annual contract replenishment of MYR1.0bn in 
FY20-22F, 7-15% burn rate as well as average 17% gross margins on these projects. 
Despite current projects in hand have estimated project duration of 1.5-4 years, we are 
ascribing a lower orderbook burn rate as projects are still at initial stage and the progress 
could be affected due to the activities restrictions amidst the COVID-19 pandemic.  

New segment anchoring the profit growth. Note that we have not factor any new property 

development after the completion of the commercial project in Sentul. Therefore, there is no 
contribution from this segment starting from FY22. On the other hand, we estimate the 
manufacturing division to breakeven in FY21 and contribute PBT of MYR0.5m in FY22. The 
new segment, “Construction related activities’ which encapsulates all the newly secured 
EPCC contracts will be the major earnings contribution.  
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Figure 6 : Segmental PBT Breakdown FY19-FY22 

 

Source: RHB, Company Data 

 

Continuous fund raising to support growth. KPOWER had completed a 10% private 

placement in February this year, raising total gross proceeds of MYR13.3m to finance the 
construction of sewerage treatment facilities and upgrading works as well as the 
construction of a green building index (GBI) certified building in Kuala Lumpur. As of May, 
KPOWER had already utilised c. MYR2.1m and the remaining portion will be fully utilised b 
within the next few months. Last month, KPOWER announced another private placement 
up to 29.3m or 35% of total number of issued shares in which 17.7% is allocated to existing 
shareholders (Dato’ Karim and Grand Deal), 0.7% to key personnel and the remaining 
16.6% to third party investors. The proceed will be used for working capital for construction 
business and general working capital purposes. At the same time, KPOWER has also 
proposed to share split of 1 existing shares into 2. 

Healthy balance sheet for future growth. Apart from working capital requirement to 

execute the projects secured, KPOWER will need additional funds for bid bond and 
performance bond amidst its aggressive bidding. Therefore, the management is in the midst 
of obtaining credit facilities from the financial institutions. We have forecasted additional 
debt drawdown or revolving credit of MYR11-36m in FY20-22 and KPOWER is still in net 
cash position in FY20-22. This provides further room for the company to leverage further for 
bigger contract win. Management have guided to keep its net gearing at below 1.0x.  

Dividend. In Nov-19, KPOWER has adopted a dividend payout ratio of at least 20% of its 

consolidated profit after tax excluding any unrealised income from adjustments due to 
accounting policies that are non-cash in nature. At such minimum payout, this will translate 
to FY20-22 DPS of 1.8-6.9 sen, implying a yield of 0.7-2.9%. 
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Key Risks 
i. Dependent on government policies and initiatives on renewable energy. 

KPOWER is subjected to various laws and policies set by government authorities 
relating to renewable energy. While there are currently policies and support 
mechanisms for the renewable energy, such policies may be modified unexpectedly. 
Demand for hydropower may be adversely affected by any unfavourable policies. 

ii. Competition risks. KPOWER may face competition coming other similar service 

providers. Local and international competitors that are able to offer the same services 
may compete with KPOWER in terms of pricing and service quality.  

iii. Project cost overrun. Contract value is priced based on estimates and project 

scheduling that is derived from assumptions such as prices of raw materials and 
manpower. Should there be any delay in project delivery or error in budgeting, 
KPOWER may face the risk of cost overrun and eventually erode the projects’ 
profitability.  
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Business Overview 

Company background 

KPOWER started as a manufacturer of warp-knitted fabrics from synthetic yarns for the 
lingerie industry back in 20xx. Currently, the company is able to produce warp-knitted fabrics 
for the clothing, automotive, household, footwear and industrial segments. Besides 
manufacturing, KPOWER is also involved in property development and real estate 
investment and intends to venture into energy, utilities, infrastructure and logistics segments 
in the future. 

Emergence of new substantial shareholders since Jun-19.  Dato’ Karim acquired 

20.04% stake in KPOWER while another 10.18% stake was acquired by Grand Deal Vision 
Sdn Bhd, a private company owned by Mustakim Mat Nun (49%) and Sarah Azreen Abdul 
Samat (51%). A mandatory general offer (MGO) of MYR1 was given to the remaining 
shareholders after Dato’ Karim raised his stakes by another 16.09% in Oct-19.  

 

 

Figure 8: Property Investment in UK 
Figure 9: Construction site of commercial property project in 
Sentul 

 

 

Source: Company data Source: Company data 

 

 

 

Figure 10: Textile Manufacturing plant  

  

Source: Company data Source: Company data 

 



 

 

 

Kumpulan Powernet   Malaysia Initiating Coverage 

23 June 2020  Energy & Utilities | EPCC Services 

See important disclosures at the end of this report 
12 

    
 Market Dateline / PP 19489/05/2019 (035080) 

 

Figure 11: Shareholders Breakdown and Effect of 35% Placement 

Major Shareholders Pre 35% Placement Post 35% Placement 

Dato’ Dr. Ir. Ts. Mohd Abdul Karim Abdullah 34.69% 34.01% 

Grand Deal 13.73% 14.94% 

Mustakim Mat Nun 0.42% 0.31% 

Amirul Afif Abd Aziz 0.07% 0.32% 
 

Source :Company data 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 
 
Investment Research Disclaimers 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 

investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 
This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 

unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
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Indonesia 

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Securities Singapore Pte 
Ltd which is a holder of a capital markets services licence and an exempt financial 
adviser regulated by the Monetary Authority of Singapore. RHB Securities Singapore 
Pte Ltd may distribute reports produced by its respective foreign entities, affiliates or 
other foreign research houses pursuant to an arrangement under Regulation 32C of 
the Financial Advisers Regulations. Where the report is distributed in Singapore to a 
person who is not an Accredited Investor, Expert Investor or an Institutional Investor, 
RHB Securities Singapore Pte Ltd accepts legal responsibility for the contents of the 
report to such persons only to the extent required by law. Singapore recipients should 
contact RHB Securities Singapore Pte Ltd in respect of any matter arising from or in 
connection with the report. 
 
Hong Kong 

This report is distributed in Hong Kong by RHB Securities Hong Kong Limited (興業僑

豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which is licensed in Hong Kong by 

the Securities and Futures Commission for Type 1 (dealing in securities). Any investors 
wishing to purchase or otherwise deal in the securities covered in this report should 
contact RHBSHK. RHBSHK is a wholly owned subsidiary of RHB Hong Kong Limited; 
for the purposes of disclosure under the Hong Kong jurisdiction herein, please note 
that RHB Hong Kong Limited with its affiliates (including but not limited to RHBSHK) 
will collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated 
investment banking, asset management, and brokerage business.  RHBHK does and 
seeks to do business with companies covered in its research reports.  As a result, 
investors should be aware that the firm may have a conflict of interest that could affect 
the objectivity of this research report.  Investors should consider this report as only a 
single factor in making their investment decision. Importantly, please see the 
company-specific regulatory disclosures below for compliance with specific rules and 
regulations under the Hong Kong jurisdiction. Other than company-specific disclosures 
relating to RHBHK, this research report is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not 
be relied on as such. 
 
United States 
This report was prepared by RHB and is being distributed solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”). Accordingly, access to this report via Bursa Marketplace or any other 
Electronic Services Provider is not intended for any party other than “major” US 
institutional investors, nor shall be deemed as solicitation by RHB in any manner. RHB 
is not registered as a broker-dealer in the United States and does not offer brokerage 
services to U.S. persons.  Any order for the purchase or sale of the securities 
discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed 
with and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all 
other securities discussed herein must be placed with and through such other 
registered U.S. broker-dealer as appointed by RHB from time to time as required by 
the Exchange Act Rule 15a-6. This report is confidential and not intended for 
distribution to, or use by, persons other than the recipient and its employees, agents 
and advisors, as applicable. Additionally, where research is distributed via Electronic 
Service Provider, the analysts whose names appear in this report are not registered 
or qualified as research analysts in the United States and are not associated persons 
of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by 
RHB from time to time and therefore may not be subject to any applicable restrictions 
under Financial Industry Regulatory Authority (“FINRA”) rules on communications with 
a subject company, public appearances and personal trading. Investing in any non-
U.S. securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 
DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 
associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory. 
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with or hold 
positions in the securities (including capital market products) or perform and/or solicit 
investment, advisory or other services from any of the subject company(ies) covered 
in this research report. 
 

While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 
 
Malaysia 
Save as disclosed in the following link RHB Research conflict disclosures – Jun 2020 
and to the best of our knowledge, RHBIB hereby declares that: 
1. RHBIB does not have a financial interest in the securities or other capital market 

products of the subject company(ies) covered in this report. 
2. RHBIB is not a market maker in the securities or capital market products of the 

subject company(ies) covered in this report. 
3. None of RHBIB’s staff or associated person serve as a director or board member* 

of the subject company(ies) covered in this report 
*For the avoidance of doubt, the confirmation is only limited to the staff of research 

department 
4. RHBIB did not receive compensation for investment banking or corporate finance 

services from the subject company in the past 12 months. 
5. RHBIB did not receive compensation or benefit (including gift and special cost 

arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report. 

 
Thailand 
Save as disclosed in the following link RHB Research conflict disclosures – Jun 2020 
 and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares 
that: 
1. RHB Securities (Thailand) PCL does not have a financial interest in the securities 

or other capital market products of the subject company(ies) covered in this report. 
2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital 

market products of the subject company(ies) covered in this report. 
3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a 

director or board member* of the subject company(ies) covered in this report 
1. *For the avoidance of doubt, the confirmation is only limited to the staff of research 

department 
4. RHB Securities (Thailand) PCL did not receive compensation for investment 

banking or corporate finance services from the subject company in the past 12 
months. 

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report. 

 
Indonesia 
Save as disclosed in the following link RHB Research conflict disclosures – Jun 2020 
and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that: 
1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any 

interest in the securities of the subject company(ies) covered in this report. 
For the avoidance of doubt, interest in securities include the following: 
a) Holding directly or indirectly, individually or jointly own/hold securities or 

entitled for dividends, interest or proceeds from the sale or exercise of the 
subject company’s securities covered in this report*;  

b) Being bound by an agreement to purchase securities or has the right to 
transfer the securities or has the right to pre subscribe the securities*.  

c) Being bound or required to buy the remaining securities that are not 
subscribed/placed out pursuant to an Initial Public Offering*.  

d) Managing or jointly with other parties managing such parties as referred to in 
(a), (b) or (c) above. 

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital 
market products of the subject company(ies) covered in this report. 

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a 
director or board member* of the subject company(ies) covered in this report. 

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking 
or corporate finance services from the subject company in the past 12 months. 

 5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report: 

Notes: 
*The overall disclosure is limited to information pertaining to PT RHB Sekuritas 
Indonesia only. 

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only. 
 
Singapore 

Save as disclosed in the following link RHB Research conflict disclosures – Jun 2020 
and to the best of our knowledge, RHB Securities Singapore Pte Ltd hereby declares 
that: 
1. RHB Securities Singapore Pte Ltd, its subsidiaries and/or associated companies 

do not make a market in any issuer covered in this report. 
2. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated 

companies and its analysts do not have a financial interest (including a 
shareholding of 1% or more) in the issuer covered in this report. 

3. RHB Securities, its staff or connected persons do not serve on the board or trustee 
positions of the issuer covered in this report. 

4. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated 
companies do not have and have not within the last 12 months had any corporate 
finance advisory relationship with the issuer covered in this report or any other 
relationship that may create a potential conflict of interest. 

5. RHB Securities Singapore Pte Ltd, or person associated or connected to it do not 
have any interest in the acquisition or disposal of, the securities, specified 

https://research.rhbtradesmart.com/attachments/11/rhb-report-rhbib-rhbss-rhbst-rhbsi-conflict-of-interest-disclosures-jun-2020-62550439146958125edf421d9aa98.pdf
https://research.rhbtradesmart.com/attachments/11/rhb-report-rhbib-rhbss-rhbst-rhbsi-conflict-of-interest-disclosures-jun-2020-62550439146958125edf421d9aa98.pdf
https://research.rhbtradesmart.com/attachments/11/rhb-report-rhbib-rhbss-rhbst-rhbsi-conflict-of-interest-disclosures-jun-2020-62550439146958125edf421d9aa98.pdf
https://research.rhbtradesmart.com/attachments/11/rhb-report-rhbib-rhbss-rhbst-rhbsi-conflict-of-interest-disclosures-jun-2020-62550439146958125edf421d9aa98.pdf
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securities based derivatives contracts or units in a collective investment scheme 
covered in this report. 

6. RHB Securities Singapore Pte Ltd and its analysts do not receive any 
compensation or benefit in connection with the production of this research report 
or recommendation. 

 
 
Analyst Certification 
The analyst(s) who prepared this report, and their associates hereby, certify that: 
(1) they do not have any financial interest in the securities or other capital market 
products of the subject companies mentioned in this report, except for: 
 

Analyst Company 

- - 

 
(2) no part of his or her compensation was, is or will be directly or indirectly related to 
the specific recommendations or views expressed in this report. 
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