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Darma Henwa

Key takeaways from meeting

An integrated coal mining company

Darma Henwa (DEWA) engages in energy sector services ranging from, mining-related
activities comprising of; excavation, stripping, land relocation and civil construction. The
company was established since 1991 and is affiliated with Bumi Resources (BUMI).
DEWA's clients are mostly its affiliated companies, namely Kaltim Prima Coal (KPC),
Arutmin Indonesia, Dairi Prima Mineral (DPM) that all of three are BUMI's subsidiaries.

Improving financial performance in 9M19

DEWA has seen a significant improvement in its financial performance in 9M19 compared
the same period last year, which was highlighted by a considerable growth in its earnings
of 44% YoY to USD1.2 mn. This was mainly attributable to higher coal delivery and
operational efficiency. The company posted solid revenue growth (+26% YoY), backed by
strong operational performance on improving coal delivery in 9M19 by 22% YoY to 11.4 mn
tons. DEWA produced 82.7 mn bcm of overburden (OB) removal in 9M19, or increased by
6.92 mn bcm (9.1%) compared to 9M18 figures. Furthermore, DEWA's ability to maintain
operational efficiency and cost saving policy was evident in its gross profit growing by
almost 3-fold (+162% YoY) leading to operating profit to post a turnaround of USD8.3 mn
from an operating loss of USD0.7 mn from the previous year.

Focusing on operational excellence

The company have seen a considerable operational improvement in 9M19, where there
was an increase of 22% YoY in coal delivery to 11.4 mn tons, which produced an efficient
82.7 mn bcm of overburdened removal on 9M19, achieving only 65.7% of the companies
target of 125.7 mn becm for FY19. The result more than justified its significant machinery
and equipment capex spending amounting to USD98.8 mn in 2019 which was financed
from its USD115 mn loan from Bank Rakyat Indonesia.

Strengthening its non-coal business with ANTM Garut project

DEWA has recently won a contract from ANTM worth Rp14.7 bn to work at ANTM’s gold
mining project in Garut, West Java. The work will mainly involve the infrastructure, mining
and gold processing works, giving DEWA a mining contract volume of 95,000 bank cubic
meters (bcm) consisting of 67,000 bcm waste and 28,000bcm ore with 60% recovery to
become gold. This adding to two of its existing non-coal project which is now under
construction projects namely; PT Dairi Prima Mineral which focuses zinc and lead mining
plus PT Citra Palu Minerals which focuses in gold mining, which will diversify the
company’s portfolio.

BMRS production start could be another boost from non-coal project

We see strong possibility that company would increase revenue from potential metal
related project owned by its affiliated company BRMS. BRMS's subsidiary Citra Palu
Mineral, Gorontalo Mineral and Dairi Prima mineral will start production in TH20 to 2H21
respectively. This could potentially add a stable revenue stream and more non-coal
project for DEWA. The scope of work from would range from earthworks, civil and
installation work at mining, procuring the area, waste and ore Mining as well as heap
leaching.

Valuation

Annualizing its 9M19 profits, DEWA is trading at high PER 48.7x and PBV of 0.33x, while
currently it has no analyst coverage. The company'’s stock price has hovered in the Rp50 a
share since March of 2018. In our view however, with improving financial, operational
performance and diverse portfolio, things could improve significantly in the 2020 period
and may give positive sentiment to the share price.
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Exhibit 1: Financial Highlight

USD mn 9M19 9M18 YoY
Revenue 237.9 188.9 26.0%
Cost of revenue -220.6 -182.3 21.0%
Gross profit (loss) 17.3 6.6 162.2%
Gross margin (%) 7.3% 3.5% 3.8%
Operating expenses -9.0 -7.3 23.2%
Operating profit (lLoss) 8.3 -0.7 n/a
Operating margin (%) 3.5% -0.4% 3.9%
Other Income/Exp -4.9 2.7 n/a
Pre-tax profit 3.3 2.0 66.9%
Tax -2.1 -1.2 83.6%
Net profit (Loss) 1.2 0.8 43.6%
Net margin 0.5% 0.4% 0.1%

Source: DEWA

Exhibit 2: DEWA'’s Existing project and Potential project
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Source : DEWA

Exhibit 3: DEWA board members
]
President Commissioner: Muhammad Lufti
Vice Commissioner: Saudi Atma
Commissioner: Gories Mere
Endang Ruchijat
kanaka Puradiredja
Saudi Atma
Hannibal S. Anwar
President Director: Saptari Hoedaja
Director: Faisal Firdaus
Ivi Sumama Suryana
Agus Efendi

Djajeng Pristiwan Andalaswanto

Source: DEWA
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Exhibit 4: BRMS board members

President Commissioner:  Saptari Hoedaja

Commissioner: Gories Mere

Winston Jusuf

President Director: Suseno Kramadibrata
Director: Muhammad Sulthon
Fuad Helmy

Herwin Wahyu Hidayat

Febriansyah Marzuki

Source: DEWA

Exhibit 5: BUMI board members
- ]
President Commissioner:  Nalinkant Amratial Rathod
Commissioner: R. Eddie Junianto Subari
Thomas Myer Kearney
Wen Yao
Anton Setianto Soedarsono
kanaka Puradiredja
Y.A. Didik Cahyanto
President Director: Saptari Hoedaja
Director: Andrew C. Beckham
R.a Sri Dharmayanti
Linjun Zhang
Xuefeng Ruen
Yingbin lan He
Dileep Srivastava

Source: DEWA
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Analyst Certification

Each contributor to this report hereby certifies that all the views expressed accurately reflect his or her personal views about the
companies, securities and all pertinent variables. It is also certified that the views and recommendations contained in this report are not
and will not be influenced by any part or all of his or her compensation.

Disclaimer

This report does not constitute an offer to buy or sell any security/instrument, invitation to offer or recommendation to enter into any
transaction. Nor are we acting in any other capacity as a fiduciary to you. When making and investment decision, you should determine,
without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these
risks) as well as the legal, tax and accounting characterizations and consequences of any such transaction. In this regard, by accepting this
report, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice,
(b) there may be legal, tax or accounting risks associated with any transaction, (c) you should receive (and rely on) separate and qualified
legal, tax and accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting
advice (and any risks associated with any transaction and our disclaimer as to these matters.

The information contained in this report is based on material we believe to be reliable; however, we do not represent that it is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in this report constitute our judgment as of the date of the
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and
there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. PT
CIPTADANA SEKURITAS ASIA AND ITS AFFILIATES SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL
OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS REPORT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

Disclaimer: This document is not intended to be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities
mentioned herein or of the same issuer and options, warrants or rights to or interest in any such securities). The information and opinions
contained in this document have been compiled from or arrived at in good faith from sources believed to be reliable. No representation or
warranty, expressed or implied, is made by PT CIPTADANA SEKURITAS ASIA or any other member of the Ciptadana Capital, including any
other member of the Ciptadana Group of Companies from whom this document may be received, as to the accuracy or completeness of the
information contained herein. All opinions and estimates in this report constitute our judgment as of this date and there can be no
assurance that future results or events will be consistent with any such opinions, forecasts or estimates. The information in this document
is subject to change without notice; its accuracy is not guaranteed; and it may be incomplete or condensed.
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