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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

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
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Table 2. Sem-Calaca P & L Estimates for 2010 and 2011 discount to NAV of 21%. Please see Table 3 below.

Dperational Assumptions AH2010 2ZH2010 2010E AH2011 2H2011 2011E

plant 1 capacity in MW 180 180 150 0 .

plant 2 capacity in MW 180 250 250 Table 3' Scc Valuatlon

Total Running Capacity 340 160 250 400 250 325 Net Asset Value in bn PHP

Energy production plant 1 &2 1,125,080 000 358 640,000 | 1,494 720,000 | 1440000000 900,000,000 | 2 340,000,000 - — -

Spot Purchases in kwhiSales 12720000 | 770,160,000 | 782880000 0 0 Gross Value Base Business (mlnll‘lg = Using DCF) 53|319
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Growth Rates 2006 2007 2008 2009 11/31/10 STOCK PERFORMANCE
2009 2008 2007 -34.16 152.22 (28.29) 12712 247.64 Total Return %
Revenue % 40.67 3117 37.95 46.01 23.76 (46.29) 70.65 4526  +/- Market
Operating Income % 75.81 10.57 (2.68) 6.57 2.72 13.55 10.91 461 Dividend Yield %
Earnings/share % 2718 25.88 5.51 8,209 5,066 12,213 8,188 49,200 Market Cap Php Mn
Dividends/share % 50 233 0
Book Value/Share % (14.42) (6.80) 6.95 2006 2007 | 2008 2009 9mo2010 | FINANCIALS |
Stock Total Return % 70.65 (28.29) 152.22 4,687 6,466 8,490 11,500 9,462 Coal Revenues Php Mn
+/- Market 12712 (46.29) 23.76 - - - 443 7,432 Power Revenues Php Mn
4,687 6,466 8,490 11,944 16,895 Total Revenues Php Mn
601 633 796 1,809 3.200 Net Income Php Mn
Profitability Analysis 2.16 228 2.87 6.52 10.42  Eamings per Share
Current 5 YrAverage Ind. Mkt 1.20 1.20 4.00 6.00 1,781  Dividends/Shr. Php
T12mo ROE % 48.33 33.93 3344 18.89 278 283 278 278 356  Shares Mn
Return on Assets % 21.97 19.26 1647 471 15.54 16.62 15.49 13.26 3246  Book Value per Share
Operating Margin % 16.16 15.02 2448  21.09 6,511 6,558 6,111 23,827 27,795  Assets Php Mn
Net Margin % 17.10 15.11 2159 16.83 4,315 4614 4,300 33,069 11,663  Total Equity Php Mn
2006 | 2007 | 2008 2009 | Current | PROFITABILITY |
Financial Position 12-09 Php Mn 12-08 Php Mn 8.94 9.69 12.57 7.56 21.27 Return on Assets %
Cash & Cash Equivalents 481 1,012 14.15 14.15 17.18 17.30 48.33  Returnon Common Equity %
Receivables 1,254 1,779 12.80 8.30 9.38 15.12 17.10  Net Margin %
Inventories 3,084 1,383 35.67 20.67 14.58 15.40 16.16  Operating Margin %
Investments and advances 244 223
Property and Equipment 17,819 1,106
Other Non-Current Assets 455 284 2006 | 2007 | 2008 | 2009 | 9mo2010 | FINANCIAL HEALTH
Total Assets 23,827 6,111 976 730 389 2,800 456 Short-Term Liab.
Trade and Other Payables 2,857 1,189 713 397 137 10,900 11,475  Long-term Debt
Current Portion of Long-term Debt 2,659 389
Long-term Debt 8,364 137 2006 | 2007 | 2008 | 2009 | Current | VALUATION
Total Non-current Liabilities 8,464 174 8.45 19.30 10.28 8.44 9.62  Price/T12moEPS
Total Equity 9,847 4,301 1.08 1.89 0.96 1.28 244 Price/T12moSales/shr.
1.17 265 1.90 1.55 5.08  Price/Book
Quarterly Results Global Peers by Market Cap
Revenue PhpMn  Jun09 Sept-09 Dec-09  Mar-10 Name Mb‘sg:ll:] Traig:% ;3[]"['1 PIE  ROE
Most Recent Period 3,124 2883 2,704 6,094
Valuation Analysis Current Ind. Mkt. Prior Year Period 2,163 1,807 2,045 3,231 Bandanna Energy Ltd. 273 0.010m na ég?g
Price /T12moEPS 9.62 1436 13.48 , , Sockatoo Coal 28 A73m o na b
o anpu 5333 169 1222 32.01
EV/T12moEBITDA 11.10 12.79 n.a. Revenue Growth % Jun.-08 Sept-09 Dec-09 Mar-10 Gujarat NRE Coking Coil Ltd. 610 121.50m na 3.8
Price/T12moCash Flow 10.62 14.59 793 Most Recent Period 4442 5999 3221 8857
Dividend Yield % 461 2.04 247 Prior Year Period 65.96 8885 1344 4938 Top Common Stockholders Inmn Shares % to.TotaI 0S
Price/Book 5.08 413 2.39 , , Name Capital Stock
Price/ T12mo Sales/shr. 244 3.53 247 Earnings Per Share Php-08 Sept-09 Dec-09 Mar-10 DMC! Holdings, Inc. 157 56%
Most Recent Period  1.49 2.09 183 214 HSBC - Clients' Account 53 19%
Prior Year Period 0.50 0.25 0.81 1.08 PCIB Securities, Inc. 22 8%
Others 46 17%
Total 278 100.00%
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