
2011 Profit Outlook Robust. 
SCC consolidated 2011 net earnings guidance stands at  
PHP6.0bn, better than the 2010 guidance of  PHP2.5bn, 
as disclosed to us by SCC finance officers in a company 
visit last week. Net income for 2009 were  PHP1.8bn; for 
9mo10 it was PHP3.2bn.  

Power generation, through Sem-Calaca Power  Corp., is 
next year ’s biggest  earnings contributor, with PHP4bn 
or  67% of the earnings guidance, followed by that of coal 
mining income expected in the range of  PHP2.0bn-2.5bn. 

SCC’s market capitalization of PHP49bn vs. our  2011 
earnings forecast  translates to a PE of  7.42X and makes 
it a buy. Please see Table 1 below.

Higher Sales and Wider Margin on Increased Power 
Capacity.  The plant rehabilitation which started last July 
2010 for plant 2 and starts in 2H2011 for plant 1  raises  
running  capacity  to 400MW in 1H2011 from 340MW in 
1H2010, with the full rehab of plant 2 by mid-Dec. 2010.  
Calaca is then able to take advantage of the summer 
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months’ high electricity spot prices that stretch  net profit 
margin on spot sales to 177%, based on our 1H2011 ave. 
WESM spot  price assumption  of PHP8.74/kwh. Spot 
sales is 30% of  the 400MW capacity in 1H2011. The rest 
are contracted with Meralco and the Cavite Ecozone, with 
net profit margin at 22%.  Pls see Table 2 below.

Coal Price Uptrend and Higher Capacity Utilization. 
Coal prices are bound to rise 10%-15% in 2011  to $60/ton 
or  PHP2,640 based on company guidance. SCC sales mix 
ratio is 50:50 for local market and exports, respectively.  
Local and export prices are the same based on import 
parity rule. On the other hand, coal production will be 6m 
tons next year,  100%  capacity utilization vs. 5.8m tons 
this year. 

Risk of  Loss from Replacement Power Nil. Key rehab 
risks are  cost overrun and  replacement power loss, 
which are nil. Rehab capex disbursed so far were in line 
with expected; $20m out of the $60m budget. Power 
replacement loss last Sept. and Oct. totalling PHP500m 
won’t repeat as energy production will be  in excess of 
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contracted energy by as much as 30% or 274m kwh in 
2011. Recall that last  Sept.-Oct. 2010, Sem-Calaca 
suffered PHP500m loss on spot electricity purchase 
of PHP8.00/kwh sold at PHP4.50/kwh to bilaterals in 
2H2010 due to  an unexpected 1-month shutdown of 
plant 1. 

Earnings Estimate.  We’ve lowered  to PHP6.6bn our 
original  2011 earnings for SCC of  PHP7.7bn due to the 
delayed rehab of  the plants. Our earlier estimate was 
based on full rehab of two plants by end-Feb. 2011. Still, 
however,  we rate SCC a buy based on the low PE and  
discount to NAV of  21%. Please see Table 3 below.  



The company was incorporated in 1980. SCC explores, develops and mines 
coal. It recently ventured in the power generation business by purchasing 
600MW coal-fired Calaca power plant. 
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 Jun-09      Sept-09       Dec.-09       Mar.-10
 3,124       2,883        2,704         6,094
  2,163      1,807        2,045         3,231
 
  Jun.-08     Sept.-09     Dec.-09     Mar.-10  
  44.42        59.99       32.21     88.57
  65.96        88.85       13.14     49.38

 Jun.-08     Sept.-09      Dec.-09    Mar.-10
 1.49          2.09          1.83        2.14
  0.50         0.25          0.81        1.08


