Ireka’s

TREKA Corp Bhd is shaping up lo be an
undervalued properly and construction
stock. The company has surfaced the value
of several properly assels over the past lew
months, which will resultin a large jump
in earnings and NTA {nel langible asscl)
= lo around RM2.80, some T8% above ils
current share price of RM1.57

Ireka was founded in 1967 and lisled in
1995. It had construcled some of Malaysia's
major infrastuchure
projects in the pasl. Aller
the 189798 slowdown,
its [ncus shilled more (o
property, where il has since
varved a name lor ils “iZen™ condominium
projects in Monl' Kiara (many in partnership
wilh Singapore’s CapitaLand Lid) and as the
owner of Westin Ruala Lumpur

Su I'fﬂl:l]‘lg value

Inveslors appear (o have largely missed oul
on ils recenl corporale moves — namely

the sale of the Westin Kuala Lumpur in
January 2007 and the listing of ils properly
partfolio on the London Stock Exchange

in April 2007, which have enabled Ireka to
unlock properties worth RM673.8 million,
pare debls and change its business model
Loy &1 e ‘:!,lﬁ!:!lll]]!g e,

The Weslin impacl will be rellecled in
its Mareh 2007 results, and the London
listing exercise in ils June 2007 resulls.

We expect a re-raling then as Ireka
should book in tolal profils of RM2035
million, or RML78 per share, NTA per
share should rise [rom BM1.02 (as al end-
2006) w around RM2.80 by June 2007,

Sale of Westin Kuala Lumpur

On Jan 10, 2007, Ireka completed the sale
ol the 553-slorey YWeslin Kuala Lumpur
ilong Jalan Bukil Binlang lo Newood
Assels Lid for BV455 million cash. The
pricing set a new benchmark of over RM1
million per room for Kuala Lumpur hotels.
Ireka will hook in a gain of RM27.2
million rom the sale. More impurlm:ljy,
it will alleviale the bulk ol the compuny’s
debls (net debt olalled RM564.6 million
al end-2006), as the hotel was an
unprofilable assel (hal had long placed a
drag on balance sheel and carnings.

London-listed Aseana Prop
More inleresting was the listing of Ireka’s
property portivlio on the London Stock
Exchange (LSE), under Aseana Properlies
Lid (ASPL}). ASPL made its debut on April
8, 2007 on the LSE's Main MarkeL 1L is
currenlly trading at US$1.06 (RM3.63), -
compared wilh its offer price of US$1, and
has a marke! capitalisalion of US$265
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million. ASP'L is a properly investment
cnmpany locussing on acquiring and
developing properties in Malaysia and
Vielmam. It was listed by Ireka, which
injecled in several properties for a 200
slake. ASP'L also raised US$162 million,
and has a US$230 million assel base.
Ireka will solely manage ASPL and ils
properties lor a management fee, which
will provide recurring income.

ASPLS listing marlked
a [eal ol sorts. 1L was Lhe
lirst lisling of a Malaysian
firm in the UK in recent
hislory. Secondly, Irela
was able 1o oblain [l value ol ils properties
under development, which were injecled
based on discounled cash Hows. Thirdly,
ASPLS ability lo raise US$162 million
underscores confidence in Ireka’s projects,
branding and property management
experlise. Under the ASPL listing exercise,
Irckarsold 1o ASPL stakes in lwo companics
wilth [our properties under construction
= lhree in Monl” Kiara and one in Sabah.
The purchase consideration was RM218.8
million, satisfied by a 208 slake in ASPL
and RM30 million cash. The projects are
One Monl Kiara by iZen, Tillani by iZen,
iZen @ [Riara 1 and Sandakan Harbour

The valuation was based on discounted
cash Mow basis, ulinwiug Ireka lo realise
the value ol its projects uplvont, and book
in total profits of RM175.8 million. Atthe
same lime, it will continue lo develop the
projects anrl earn management lees on
ASPLs USS250 million portlolio.

ASPL offers exposure o Vielnam’s
robust growth prospects, where iLis
reportedly evaluating ve projects wilh a
gross development value ol USS700 million.
ASPLs expansion should also provide more
jobs for Ircka’s construction arm, which
has a RMG00 million order hunh

Undervalued

The sale of RMG73.8 million worlh of
assels should wipe oul most of Treka’s
debls and leave room lor higher dividends.
[For the current financial year (I'Y Mar
2007, Irela declared an interim dividend
ol 8.8 sen, paid on March 8, 2007, This
ranslates inlo a yield of 5.6%, excluding a
possible final dividend to be dELIdn:d latern
The 20% stake in ASPL is now valued
al LIS$53 million, or RM 183 million - more
than [reka’s markel capilalisation of RM179
million. Thal means no value is atcorded
o its other assels, such as ils established
conslruction arm, and several small plols
il land, including 2ha in Mont’ Kiara (book

_value: RMG9.4 million) and 4.5ha in Kajang

(book value: RME2S million},
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