WCT has not given up on Oman

Developer will continue to pursue opportunities there

by Madiha Fuad

FD

KUALA LUMPUR: Despite the can-
cellation of a RM1 billion highway
projectin Oman, WCT Bhd has not
given up hope on the Middle East
market which has so far contrib-

com

uted over RMS5 billion worth of job
contracts.

In a filing with Bursa Malay-
sia yesterday, the company said
it will continue to pursue job
and business opportunities in
Oman even though the country
had decided not to proceed with

the RM1 billion project.

Two days ago, the company in-
formed the exchange that the di-
rector of tenders and contracts
department of Oman’s ministry
of tand icati

dual, four-lane expressway.

WCT had formed a 80:20 joint-
venture (JV) with Oman Roads
Engineering Co LLC to undertake
a project, known as the Batinah
Expr y-Package 2. The con-

had decided not to proceed with
the project to build the 44.75km

tractaward was received by the JV
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company in August 2012 and the
project was expected to be com-
pleted in 36 months.

In another filing with Bursa Ma-
laysia yesterday, WCT said the re-
maining procedures to formalise
the contract since receiving the
tender award from Oman’s minis-
try of transport and communica-
tions (the employer) had not been
completed.

“Hence, the company did not re-
ceive any notification to commence
work, and construction works for
the project had, therefore, never
commenced.

“The company was subsequent-
ly informed via a letter dated April
6, 2013 that the employer would
notbe proceeding with the project
pursuant to this tender and that this
tender had been cancelled.

“The employer did not inform
the company as to whether the
employer intend to still proceed
with the project via any new ten-
der or other procurement method,”
itadded.

Before winning the express-
way project, WCT had complet-
ed the RM586 million Bahrain F1
International Circuit in 2004 in
a record time of 16 months. This
was WCT'’s maiden project in the
Middle East.

In 2009, it completed its sec-
ond project — the Abu Dhabi F1
Grand Prix circuit — with a con-
tract value of RM4.4 billion. WCT
also completed the construction of
the RM308 million Sepang F1 Cir-
cuit in a record time of 14 months
in 1998.

News of the RM1 billion project
cancellation in Oman resulted in
several research houses downgrad-
ing the stock and viewing the situ-
ation negatively.

BIMB Securities downgraded
the stock to a “neutral” call with a
lower target price of RM2.34.

“Subsequent to the cancellation,
we tweaked our 2013 financial year
(FY13) and FY14 earnings forecast
lower by 11.8% and 16.8% respec-
tively after stripping the revenue
contribution from this project,”
said the research house.

RHB Research downgraded
‘WCT's FY13 and FY14 net profit
forecast by 6% and 7% respectively;
and maintained its “sell” call on
the stock with a lower target price
of RM1.65.

Alliance Research also reduced
the developer’s earnings estimate
by 12.1% and 15.9% for FY13 and
FY14 respectively, and gave the
stock a “sell” call.

However, HwangDBS Vickers
Research maintained its “buy” call
on WCT, with a higher target price
of RM3.35 due to its healthy order
book.

“This upgrade was made despite
the cancellation of its RM1 billion
highway job in Oman.

“Its order book looks healthy with
the possibility of the company win-

ing the Kwasa Damansara Land civil
works, Tun Razak Exchange as well as
Petronas’ Refinery and Petrochemi-
cal Integrated Development (Rapid)
phase 2 civil works, to make up for
the recent cancellation of the Bati-
nah Expressway-Package 2 project
in Oman,” said HwangDBS.

It added that the revised target
price took into account WCT's oth-
er land bank in Medini Iskandar,
Kuala Lumpur and Rawang which
would be developed more aggres-
sively over the next two years.

Its share price decreased by
3.3% or 8 sen to RM2.37 yester-
day from its recent high of RM2.46
last Friday.



