Bumi Armada (BAB MK)

In a sweet spot for the FPSO upcycle
MALAYSIA | OIL & GAS | INITIATION

= BABis well-positioned to capitalise on the growing demand for FPSOs, supported by
its stronger balance sheet amid the increasing global O&G capex spending

= We expect 2024 to deliver a record-high profit driven by the full contribution of FPSO
Sterling V and the normalization of FPSO Kraken operations

" |nitiating with a BUY call and 12-month DCF-derived target price of RM0.80

Better and stronger than it was
Bumi Armada (BAB) is a new transformed entity as compared to 4 years ago. Since May19,
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0/5 SHARES (MN) : 5,923
with a new CEO at the helm, BAB has divested all of its offshore support vessels (OSV) and |/ om0 (USD mn / RM mn) - 703 /3317
wound down the unprofitable business that has been dragging down the group’s overall 5, \w /0 &m) 0727042
earnings. The balance sheet, which was encumbered by a substantial RM9.7bn debt in 2019, 3 average Daily T/0 (mn) : 31.93
has been reduced to RM4.4bn. This has significantly improved net gearing, from c.3xin 2019  ner cash/(DEBT) (RMm) (3,650)
to 0.6x currently. The main drivers behind this were as a result of the continuous operational
improvements attributable to higher FPSO uptime and effective cost management, winding  MAJOR SHAREHOLDERS (%)
down the OSV business, and successful debt restructuring efforts. Objektif Bersatu Sdn 34.6%
Amanah Saham Nasiona 12.6%
Well-positioned to capitalize on the positive outlook Norges Bank 5.0%
With a stronger financial footing, BAB is set to ride the current FPSO upcycle. The global FPSO
market is projected to grow 9% CAGR across 2024-2029, driven by increasing global energy ~ PRICE PERFORMANCE (%)
demand and security. Continuous technological advancements in FPSOs are expected to COMPANY 1?: 3M6T: 1:1')
create new opportunities and drive growth within the FPSO market. Energy Maritime oo o0 . 76 2

Associates (EMA) is projecting 12 FPSOs to be awarded yearly over the next five years. Based
on our projection, BAB's current financial position allows it to take on two new large-sized
FPSO projects without straining its balance sheet. BAB is able to raise an additional RM3bn

PRICE VS. FBMKLCI

fresh debt while maintaining a comfortable net gearing level at 0.8x. 12
1.0 A
Initiate with BUY 0.8 -

We expect BAB to deliver a record-high core net profit of RM802m (+12% YoY) in 2024. We 06 'W
0.4

see multiple re-rating catalysts on the horizon, including 1) FPSO Sterling V securing final
acceptance and recognising the full bareboat charter (BBC) rates, 2) FPSO TGT-1 securing 7- 92 1
year charter extension, 3) both pipelay vessels securing new contracts and 4) potential new O-ﬁ}ﬂar_za Mar23 W23 Sep2d Nov2d lam2é Mar24
FPSO contracts win. We initiate BAB with a BUY rating and RMO0.80 target price. Key risks '

include any unforeseen operational delays in existing FPSOs and securing final acceptance
for Sterling V, and sharp global oil price decline affecting the global capex spending.

Key Financials

——— BAE MK EQUTY FBMELCI Index

Source: Bloomberg

Tan Eng Wyin (Sean)

Y/E Dec 2022 2023 2024E 2025E 2026E Tvin (ean)
Revenue (RMm) 2,405.5 2,133.1 1,822.6 1,659.4 16206  enenswyin@philipcapital.com.my
EBITDA (RMm) 1,361.9 1,242.8 1,095.8 930.1 876.5

Pretax profit (RMm) 709.0 296.1 830.2 685.3 667.5

Net profit (RMm) 732.4 332.1 801.7 664.1 647.2

EPS (sen) 125 5.7 13.7 11.3 11.0

PER (x) 45 9.9 41 4.9 5.1

Core net profit (RMm) 754.5 718.9 801.7 664.1 647.2

Core EPS (sen) 12.9 12.3 13.7 11.3 11.0

Core EPS growth (%) 36.4 (4.7) 11.5 (17.2) (2.5)

Core PER (x) 44 46 41 4.9 5.1

Net DPS (sen) - - - - -

Dividend Yield (%) - - - - -

EV/EBITDA (x) 5.6 5.2 43 43 3.8

Chg in EPS (%) - - -

Phillip/Consensus (%) 1.0 1.0 1.1

Sources: Company, Bloomberg, Phillip Research forecasts
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Snapshot of the transformed Bumi Armada

Long gone are the old days. BAB is a new, transformed entity as compared to 4 years ago.
Under the helm of a new CEO since May19, the group has wound down the OSV business and
mainly focused on the FPSO segment, which provides steady earnings and cash flow. BAB
retained the transportation and installation (T&I) business, which provides pipelay, heavy lift,
and subsea installation services through its two vessels (i.e., Armada Installer and Constructor)
located at the Caspian Sea.

Table 1: BAB is ranked the 7t largest global FPSO operator in terms of fleet size
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Source: Energy Maritime Associates, Phillip Research

Ranked 7t globally with 7 vessels. BAB is currently the 7" largest FPSO operator globally.
Among its fleet of 7 FPSOs, 3 are wholly owned (ie Armada Olombendo, Kraken and TGT 1)
while 4 are jointly owned (ie Armadall, I, Ill and V). The group also owns an LNG floating storage
unit (FSU).
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FPSO market is reviving

Robust FPSO market. According to Mordor Intelligence, the global FPSO market estimated at
USS12bn in 2024 is projected to grow to c.US$18bn in 2029, representing a 5-year 8.5% CAGR.
This will be predominantly driven by a higher global offshore exploration and production
activities on the back of increasing global energy demand and security. Combined with the
continuous innovation and technological advancements of FPSO vessels, these are expected to
create new opportunities for the FPSO operators. South America is expected to remain the
largest FPSO market, driven by increasing regional offshore operations.

Table 2: Total regional FPSO market size in 2024-29
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Brazil and Africa remain the dominant forces. There is currently 216 FPSO vessels globally, with
49% of them located in Brazil and Africa. Brazil accounts for 61 units while Africa has 45 FPSOs
operating in the region. Northern Europe and Southeast Asia (SEA) have 24 and 22 units,
respectively. Brazil currently leads in terms of capital investment for floating production
vessels, with an estimated US$36bn capex over the next five years. Africa is expected to spend
USS$17bn in capex.

Table 3: Total FPSOs by region
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Expect a robust FPSO market. Over the past 5 years, an average of 8 FPSOs have been awarded
yearly. The global market experienced a decline in new awards in 2020-2021 affected by the
pandemic, but saw a strong rebound in 2022 as oil majors increased their capex spending
following the due to prior years underinvestment. EMA forecasts 8-16 FPSOs to be awarded
yearly between 2024-28. Assuming a base-case scenario where 12 FPSOs awards are likely to
roll out, this represents a 50% increase as compared to the historical 5-year average, suggesting
a robust market environment.

Table 4: Historical and forecasted FPSO awards 2024-28
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Source: Energy Maritime Associates

Rising global oil demand. According to EMA, the global oil demand is projected to achieve
104mmbpd by 2030, from 99mmbpd in 2022. Offshore production is expected to account for
€.20% of the new output, mitigating the natural field-decline, with 60% coming from deep-
water field. FPSOs are predominantly deployed in ultra-deep-water conditions (exceeding
1,500m water depth) due to their cost-effectiveness in such environments. FPSOs offer a better
solution where oil extraction via pipeline infrastructure is challenging in deep-water
environments and provides a mobility advantage. EMA projects that FPSOs are expected to fuel
production growth, with a projected 7.7% CAGR across 2022-30.

Shifting towards newly built FPSOs. Three primary methods for acquiring FPSOs for new
projects are through new builds, conversion, or the redeployment of existing vessels. Among
these options, redeployment poses challenges due to the highly customized nature of FPSOs
for specific fields. Many of these FPSOs would require extensive retrofitting and upgrading
before redeployment to accommodate a new field’s environmental and regulatory
requirements. Oil field operators (clients) typically prefer newly built or converted FPSOs,
relying on third-party contractors for these specialized services. EMA forecasts that ¢.50% of
FPSOs will be newly built from 2024-28, while converted and redeployed FPSOs are expected
to account for ¢.30% and 20%, respectively.
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Table 5: Clients prefer new build and conversion of FPSOs for new projects
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Source: Energy Maritime Associates, Phillip Research

High capex requirement presents a high barrier of entry. Global FPSO projects are capex
intensive in nature, ranging between US$1-2bn to construct. Apart from requiring a proven
track record, financial strength is imperative for FPSO operators to drive their expansions. Over
the years, BAB has successfully reduced its net gearing from as high as 3x in 2020 to 0.6x in
2023 through the disposal of its non-core assets (exiting the OSV business and selling off
Armada Claire FPSO) and healthy cash flow generation.

Table 6: BAB’s net debt and gearing level has reduced substantially over the years
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Comfortable net gearing level. BAB's current net gearing level is at a comfortable 0.6x level,
which is lower compared to SBM at 2.3x and Yinson at 1.4x. This allows BAB ample flexibility to
leverage and pursue further FPSO opportunities.

Table 7: BAB’s net gearing level vs. the rest of FPSO peers
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Source: Bloomberg, Phillip Research

FPSO offers steady long-term recurring income and cash flow. FPSO contracts are long-term
in nature, spanning across 1015 years and often with extension options. This is necessary to
justify the high capex required to design, construct and deploy these vessels. The long contract
period allows FPSO operators to recover their initial investment and generate returns over the
FPSQO’s operational lifespan. The nature of the long-term contract provides stable revenue and
recurring cash flow for FPSO operators.

Strong cash flow generating ability. BAB stands out as a cash cow among its domestic O&G
companies. Over the past 3-years, the group has generated an average RM1.3bn operating cash
flow (OCF), making it the 4" strongest O&G cash flow generating company, which ranks behind
the large-cap Petronas linked companies, including Petronas Chemical, MISC, and Petronas
Dagangan.

Table 8: BAB’s strong cash flow stood out among the rest of the O&G companies
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Established and reliable clientele. BAB’s client base comprises of reputable multinational
companies (MNCs) O&G companies with strong credit ratings by global rating agencies such as
Moody’s, S&P and Fitch. These credit rating underscores the financial strength and track record
of meeting financial obligations by these clients. Given the stringent evaluation process
enforced by these rating agencies, the likelihood of default or inability to fulfil payment
obligations to BAB is low, in our view.

Table 9: Breakdown of BAB’s clients credit ratings

Moody S&P Fitch
CNOOC Al A+ N/A
ENI Baal A- A-
EnQuest B3 B N/A
Husky Energy Baa3 NR NR
ONGC Baa3 BBB- BBB-
PetroVietnam N/A N/A BB+
PTTEP Baal BBB+ BBB+

Source: Bloomberg, Phillip Research

FPSO is an attractive and high-margin business. FPSOs typically generate a low margin during
the construction period and recoup investment over the charter period through BBC income.
Once operational, FPSOs require minimal manpower and resources for production, which
results in high margins. BAB’s EBITDA margin has been steady, ranging between 61% and 66%
over the past five years.

Table 10: BAB’s historical EBITDA and core net profit margin trend
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Pursuing various green projects

ESG initiatives. BAB is committed to incorporate sustainability into its daily operations, aiming
to minimize the environmental footprint of its activities. This includes various measures
including spill management, greenhouse gas emissions reduction and implementation of green
engineering solutions across its vessels. The group actively seeks partnerships with companies
to deliver end-to-end solutions for customers aiming to lower their carbon footprint including
the development of carbon capture and storage (CCS) initiatives.

Table 11: BAB’s climate change policy

(O INNOVATION (O OPERATION

.
.

Innovate, collaborate, and drive efficlencies to reduce GHG emissions
Measure emissions accurately, prioritising and Incentivising GHG

Embedding consideration of climate change risks and sustainability In
the design of our vessels.
Collaborating with clients in providing cleaner and more reliable energy reductions.

solutions through the adoption of green technology. Engaging our employees on climate change issues and the actions
Applying emergent green technologies on new projects where which they can take to help reduce GHG emissions

applicable and practicable. Ensure GHG emissions management plan are prioritised across the
Continuing to fund progress engineering studies and pursue business business

developments for

o Zero Greenhouse Gas (GHG) emlssions FPSOs and Floating
Liquefied Natural Gas (“FLNG") vessels.
© Post combustion carbon capture and storage facilities.

(O VALUE CHAIN (O COMPLIANCE AND TRANSPARENCY
* Prioritise minimum |ifecyele carbon footpnnt throughout our supply * Ensure compliance with all applicable environmental laws and
chain regulations
* Collaborate with our clients and contractors to help reduce GHG from * Report regularly 10 our shareholders on our progress in sustalnability
their operations and stewardship of our business
* Prioritise the development of offshore carbon sequestration business * Develop strategic partnerships with clients and contractors that are
* Expand our LNG regasification business to drive cleaner energy COP26 committed
altematives

Source: Company

Entered into JV for CCS solution delivery. In Jun23, BAB entered into a MOU with Navigator
Holdings, an owner and operator of the world’s largest fleet of liquefied gas carriers to offer
provide CO2 shipping and injection solutions in the UK under a 50:50 joint venture structure.
The new Bluestreak CO2 JV company will design and implement a value chain of shuttle tankers
delivering to a floating carbon storage and injection units as part of the carbon emissions
solution. This initiative aligns with BAB’s decarbonisation strategy, which aims to achieve net
zero emissions by 2050. The first CO2 shipment is expected three years from the final
investment decision (FID).

Partner with Pertamina for FLNG. BAB has also signed a provisional agreement with Indonesia
state-owned Pertamina and natural gas trader, Davenergy Mulia Perkasa to develop a floating
LNG (FLNG) project based on the gas produced from the Madura field and its surrounding fields.
Under this deal, BAB and Pertamina aim to design, engineer, construct, install, commission,
hook up, and operate a FLNG and storage facility, together with a carrier to transport LNG, with
the first shipment expected to take place three years after FID. Under this structure, we believe
BAB will likely be the FLNG operator and receive charter income coupled with taking a share of
the gas trading business profit.
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Earnings outlook

Earnings are anchored by the FPO segment. The FPO business is the sole earnings contributor
for the group. Prior to winding down the OSV business in 2022, this segment has reported
operating losses in 5 out of the 7 years from 2015-2021. The decision to phase out the OSV
business was a strategic move as it had been negatively impacting the group’s earnings.
Furthermore, the proceeds from the disposal of the OSV fleets have been utilized to reduce
debt and lower interest payments.

Sizeable orderbook. As of Dec23, BAB has a robust firm orderbook totalling RM9.8bn, of which
84% are from wholly-owned FPO units. Including the extension options would effectively
double its orderbook size by an additional RM9.5bn. BAB’s FPSO has consistently maintained a
high 97-99% operational uptime. Armada TGT 1 charter is set to expire in Nov24 and currently
in the midst of negotiating a 7-year extension.

Table 12: Details of BAB’s FPO vessel charters

Unit 2036 | 2037 | 2038 m!::& rds
Amada Kraken FPSO

Armada Olombendo FPSO

Amada LNG Mederrana FSU

Amada TGT 1 FPSO
Amada Stering FPSO (50% JV)
Amada Stering I FPSO (50% JV)

Karapan Armada Sterfing Il FPSO (50% JV)

IFirm contract period
Note: Excluding 982 Optional extension period

Source: Company
*Sterling V has yet to be included in its latest orderbook

Armada Kraken HSP issue has been resolved. Armada Kraken, the second largest FPSO
earnings contribution has fully restored back to pre-shutdown levels since 7 Aug23 following a
hydraulic submersible pump (HSP) transformer failure. The 8-year firm charter contract is set
to expire in Mar25, upon which 17-year option charter will commence from Apr25 onwards
with 70% lower lease rates, according to EnQuest. The lower depreciation charges and FPSO
Kraken being debt-free will see lesser impact on actual earnings and cash flow.

Maiden earnings contribution from Armada Sterling V. Armada Sterling V FPSO recently
achieved its first oil at the Kakinada field, located offshore India in Jan24. BAB is in the process
of securing final acceptance from the client, ONGC, which is expected to be announced in the
coming months. Sterling V FPSO is operating at standby rates from the client in the meantime.
Upon receiving the final acceptance, Sterling V FPSO will receive its full contractual BBC rates
for the firm 9-year charter period, expected to drive BAB's earnings growth in 2024. We
forecast FPSO Sterling V to account for 14% of 2024 earnings.

Expect 2024 profit to grow 12% YoY. BAB’s earnings delivery has been solid over the past four
years, with the exception of 2023, when FPSO Kraken encountered a shutdown. Core net profit
has been steadily growing by 81%, 11%, and 36% YoY from 2019-2022, translating to a solid 3-
year historical 40% net profit CAGR. We expect the earnings growth trajectory to continue in
2024, with BAB delivering a record-high profit of RM802m (+12% YoY). The main earnings
growth driver will be derived from the higher Sterling V contribution after receiving the final
acceptance, recognising full BBC income, and normalising FPSO Kraken operations.
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Table 13: Historical and forecasted revenue and core net profit
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Source: Company, Phillip Research forecasts

Potential earnings upside from the pipelay vessels and new FPSO win. We imputed minimal
contributions from both the Caspian Sea pipelay vessels which has been idle since 4Q22.
Securing any contract wins for both the pipelay vessels would see earnings upside to our
existing forecasts. Elsewhere, we have also not accounted for potential FPSO contract win in
our existing assumption.

Net gearing to fall to 0.2-0.4x in the next 2 years, in event of no new project. BAB has
deleveraged its balance sheet with net gearing standing at 0.6x, its lowest level since 2014.
Total borrowings have been steadily declining since 2020 as cash flow generated from
operations and proceeds from winding down the OSV business, coupled with the disposal of
Armada Claire, have been utilised to reduce borrowings. We estimate that net gearing level will
fall further to 0.2—0.4x in the next 2 years, in event that BAB does not secure any new FPSO
contract.

Table 14: Net gearing will likely continue to trend downwards in event of no new FPSO wins

(RM m) ) ) . (x)
Cash and Cash Equivalent m Total Borrowings Net Gearing (RHS)
6,000 1.0
0.9
~ 0.9
5,000
0.8
0.7
4,000 0.6
[~
N 0.6
3,000 0.5
0.4
0.4
2,000
0.2 0.3
0.2
1,000 0.1
0.1
0 -
2022 2023 2024E 2025E 2026E

Source: Company, Phillip Research forecasts
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Balance sheet with capability to undertake new FPSO project. The current net gearing level
offers ample room to gear up to pursue further FPSO opportunities. BAB has the balance sheet
to undertake at least 2 big-sized FPSOs on its own. Based on our estimates, BAB can take on an
additional RM3bn debt while maintaining a comfortable net gearing level of 0.8x. Management
has previously expressed its confidence in handling 1 large-sized FPSO project on its own and
open to consider another project through a JV arrangement.

Valuation and recommendation

Initiate with a BUY rating and target price of RM0.80. Given the robust FPSO market and
stronger balance sheet, BAB is in a favourable position to secure new contract, particularly as
competitions has narrowed down to a handful of players due to unavailability of capacity to
take on new FPSO projects. We initiate coverage on BAB with a DCF-derived target price of
RMO0.80, which implies a 7x forward 2025E PE (+1SD its historical 3-year mean).

Trading at a huge discount vs. pre-Kraken impairment era. BAB was trading at 14x PE back in
2017 prior to being impacted by a series of FPSO Kraken impairments. Its profit base was
substantially smaller at RM350m and net gearing higher at 1.8x. Currently, BAB's valuation is
trading at a 70% discount with a larger profit base which has grew 1.3-fold and stronger balance
sheet with lower net gearing of 0.6x. Its annual operating cash flow generated is also 75% higher
compared to 2017. We expect BAB’s current valuation to narrow which is at a discount
compared to its local peer, Yinson (trading at a higher forward 10x PE). Assuming BAB trade at
a similar PE to Yinson, our implied target price would be RM1.13. Our existing target has yet to

incorporate any potential new FPSO win, but if it materialises, it would lift our target price
higher.

Table 15: BAB’s 3-year mean PE

(x) PE w = Average PE +1SD -15D +2SD
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Source: Bloomberg, Phillip Research forecasts
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Table 16: Peer comparison table

Ticker stock Rating  Price TP Year MktCap Core PE (x) Gf::;:':;) P/BV Yie?:’('%) ROE (%)

(L)  (LC) End  (US$m)  2024E 2025 2024E 2025E 2024E 2024E  2024E

BABMKEQUITY  BumiArmada BUY RMO.56 0.80 Dec 703.0 41 49 115 (172) 06 - 132

YNS MK EQUITY  Yinson Holdings* N/R  RM251 N/R  lan 1,546.6 9.1 7.5 01 208 14 14 112

MISC MK EQUITY  MISC N/R  RM7.46 N/R Dec 7,050 141  12.9 7.3 9.6 0.8 45 5.7

SBMONAEQUITY  SBM Offshore NV N/R  €13.90 N/R Dec 2,7430 149 87 (649) 720 23 8.2 33

BWO NOEQUITY  BW Offshore N/R  Nok25.84 N/R Dec 450.9 5.0 47  (109) 71 0.4 9.7 7.5

6269 JTEQUITY  MODEC Inc N/R  ¥3030 N/R Dec 13877 121 108 191 117 14 15 111

Total/Average 13,889.2 9.9 8.2 (6.3) 17.3 1.2 4.2 8.7

Source: Bloomberg, Phillip Research forecasts *calendarized data

Key risks to our BUY call:
e Unforeseen delays in securing final acceptance for Armada Sterling V
e Higher-than-expected operating costs
e Sharp decline in global oil prices
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Company Background

Offshore energy facilities and services. Established in December 1995, BAB is a Malaysia-based
international offshore energy facilities and services provider. BAB has a global presence
spreading across 5 continents including Oceania, South America, Asia, Europe and Africa. Starting
out with managing smaller tonnage vessels, the group’s operations has evolved to designing and
operating FPSOs with increasing complexities and functional capabilities that are catered
towards customers’ requirements. In addition, it also offers a wide range of services including
field development support, production facilities, installation & operations, pipe-laying and hook-
up & commissioning.

Table 15: BAB'’s portfolio of assets

Wholly-owned FPSO

. Production Storage . -
Unit Capacity (bpd) Capacity (bbls) Client Location
Armada TGT1 55,000 620,000 HLJOC Vietnam
Armada Kraken 80,000 600,000 EnQuest UK
Armada
Olombendo 80,000 1,700,000 ENI Angola
Jointly-owned FPSO
. Production Storage . .
Unit Capacity (bpd) Capacity (bbls) Client Location
Armada Sterling 1 .
(50%) 60,000 580,000 ONGC India
Armada Sterling 2 .
(50%) 26,500 510,000 ONGC India
Armada Sterling Il Husky Energy, .
(49%) 8,008 570,000 CNOOC Indonesia
Armada Sterling 5 .
(30%) 56,065 700,000 ONGC India

Source: Company, Phillip Research

Green engineering solutions. BAB is committed in minimising the impact of its business on the
environment at countries in which they operate. It has a comprehensive carbon footprint
reduction strategy, specifically designed to minimise greenhouse gas emissions through lower
emissions on new vessels via green engineering and more efficient flare management on
existing vessels. Some key green engineering solution include reinjecting unused gas back into
the reservoir to reduce flaring, development of CCS options and vapor recovery unit system.

Table 16: Key customers
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Source: Company, Phillip Research
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Board of Directors and Management Profile

Tunku Ali Redhauddin Ibni Tuanku Muhriz is the Chairman/Non-Executive Director. He was
appointed as the Chairman of the Board on 18 June 2013. With over 20 years of experience, he
also serves as an Independent Non-Executive Chairman of Taliworks Corporation Berhad and
Astro Malaysia Holdings Berhad. Previously, he was the Director of Investments in Khazanah
Nasional Berhad and a management consultant at McKinsey & Company.

Gary Neal Christenson, the Executive Director/CEOQ, is responsible for the overall operations
and strategy of the Group. He has over 37 years of technical and managerial experience in the
petroleum exploration and production space, focusing on Africa and South East Asia. He has
previously held management roles at Tenneco Oil E&P, British Gas Indonesia, Unocal Indonesia
Co. and Santos Indonesia.

Luke C. Targett is the Group's Chief Financial Officer. With over 30 years of experience in
financial advisory roles, he is responsible for the Group’s financial operations and growth
through Financial Services, Treasury, Corporate Finance & JV Management, Group Tax,
Information Systems & Technology and Insurance. Luke began his career at Coopers & Lybrand
in 1988 and later joined Ernst & Young, where he spent over 12 years of service. Before joining
Bumi Armada, he was a Partner in Cor Cordis, a national Australian business advisory firm.

David James Clark, the Senior Vice President Operations, is primarily responsible for
overseeing the Group’s Operations Division, focusing on production operations for both new
and existing project developments. He has over 30 years of experience in the O&G industry,
with extension knowledge of Floating Production Systems. Prior to joining Bumi Armada, he
held senior operational management roles at SBM Offshore, Maersk and BW Offshore.

Stephen Matthew Williamson, the Senior Vice President of Technology, Engineering, and
Projects, is primarily responsible for the group's technical and support capabilities. He offers
technical expertise for new business development and project execution. With 38 years of
experience, he has extensive knowledge of technical operations and risk management within
the shipping and O&G industry.
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FINANCIALS

Income Statement Financial Ratios and Margins

Y/E Dec (RMm) 2022 2023 2024E 2025E 2026E Y/E Dec (RMm) 2022 2023 2024E 2025E 2026E

Revenue 2,406 2,133 1,823 1,659 1,621 Growth

Operating expenses (1,044) (890) (727) (729) (744) Revenue (%) 11.2 (11.3) (14.6) (9.0) (2.3)

EBITDA 1,362 1,243 1,096 930 877 EBITDA (%) 4.8 (8.7) (11.8) (15.1) (5.8)

Depreciation (343) (333) (273) (273) (274)  Core net profit (%) 36.4 (4.7) 11.5 (17.2) (2.5)

EBIT 1,019 909 823 657 603

Net int income/(expense) (337) (289) (225) (176) (137) Profitability

Exceptional gains / (losses) (22) (387) 0 0 0  EBITDA margin (%) 56.6 58.3 60.1 56.0 54.1

Associates' contribution 49 63 232 204 201 PBT margin (%) 29.5 13.9 45.5 41.3 41.2

Pretax profit 709 296 830 685 668 Net profit margin (%) 30.4 15.6 44.0 40.0 39.9

Tax 16 (3) (42) (34) (33) Effective tax rate (%) (2.4) 13 6.9 7.1 7.2

Minority interest 8 39 13 13 13 ROA (%) 6.2 2.9 7.1 5.8 5.6

Net profit 732 332 802 664 647 Core ROE (%) 16.1 6.1 13.2 9.8 8.7

Core net profit 755 719 802 664 647 ROCE (%) 9.5 8.8 8.1 6.3 5.7
Dividend payout ratio (%) 0.0 0.0 0.0 0.0 0.0

Balance Sheet

Y/E Dec (RMm) 2022 2023 2024E 2025E 2026E Liquidity

Fixed assets 4,012 3,256 3,492 3,239 2,985 Current ratio (x) 1.1 0.6 0.7 0.7 0.8

Other long term assets 5,888 6,012 5,718 5,885 6,048  Op. cash flow (RM m) 1,429 989 1,100 746 674

Total non-current assets 9,900 9,268 9,209 9,124 9,033 Free cashflow (RM m) 1,427 987 1,080 726 654

Cash and equivalents 839 705 1,344 1,648 1,889 FCF/share (sen) 24 17 18 12 11

Stocks - - - - -

Debtors 818 1,037 727 662 647 Asset management

Other current assets 170 106 106 106 106 Debtors turnover (days) 124 178 146 146 146

Total current assets 1,826 1,848 2,177 2,416 2,642  Stock turnover (days) 0 0 0 0 0

Creditors 183 117 99 101 103  Creditors turnover (days) 64 48 50 50 50

Short term borrowings 1,018 2,273 2,273 2,273 2,273

Other current liabilities 427 875 875 875 875  Capital structure

Total current liabilities 1,628 3,265 3,247 3,249 3,250 Net gearing (%) 91% 64% 39% 24% 12%

Long term borrowings 4,486 2,081 1,581 1,081 581 Interest cover (x) 4.0 4.3 4.9 5.3 6.4

Other long term liabilities 516 190 190 190 190

Total long term liab. 5,003 2,272 1,772 1,272 772

Shareholders' Funds 5,147 5,672 6,474 7,138 7,785  Quarterly Income Statement

Minority Interest (51) (92) (105) (118) (131) Y/E Dec (RMm) 4Q22 1Q23 2Q23 3Q23 4Q23
Revenue 605 544 441 525 623

Cash Flow Operating expenses (262) (204) (260) (265) (162)

Y/E Dec (RMm) 2022 2023 2024E 2025E 2026E EBITDA 343 340 182 259 461

Pretax Profit 709 296 830 685 668 Depreciation (87) (82) (82) (84) (85)

Depreciation & amortisation 343 333 273 273 274 EBIT 256 258 99 176 376

Working capital changes 300 (19) 292 67 17  Intexpense (89) (80) (73) (69) (67)

Cash tax paid 0 3 (42) (34) (33) Associates' contribution 40 27 14 25 (3)

Others 77 375 (253) (245) (251) Exceptional items (15) (5) 65 34 (481)

C/F from operation 1,429 989 1,100 746 674 Pretax profit 192 200 106 165 (175)

Capex (1) (1) (20) (20) (20) Tax 20 (4) 1 (0) 0

Others 269 182 59 78 87  Minority interest (1) 5 12 13 9

C/F from investing 268 181 39 58 67  Net profit 211 201 119 178 (165)

Debt raised/(repaid) (1,747) (1,336) (500) (500) (500) Core net profit 226 206 53 144 316

Dividends paid 0 0 0 0 0

Others (3) (4) 0 0 0  Margins (%)

C/F from financing (1,750)  (1,340) (500) (500) (500) EBITDA 56.7 62.5 41.2 49.4 74.1

Net change in cash flow (53) (170) 639 304 241 PBT 31.7 36.8 24.0 31.4 (28.1)
Net profit 34.8 36.9 26.9 33.9 (26.6)

Free Cash Flow 1,427 987 1,080 726 654

Source: Company, Phillip Research forecasts
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Contact Information (Regional Member Companies)

SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel +65 6533 6001
Fax +65 6535 6631

Website: www.poems.com.sg

JAPAN
Phillip Securities Japan, Ltd.
4-2 Nihonbashi Kabuto-cho Chuo-ku,
Tokyo 103-0026
Tel +81-3 3666 2101
Fax +81-3 3666 6090

Website: www.phillip.co.jp

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel +66-2 6351700 / 22680999
Fax +66-2 22680921

Website www.phillip.co.th

UNITED STATES
Phillip Capital Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1-312 356 9000
Fax +1-312 356 9005

Website: www.phillipusa.com

INDIA
PhillipCapital (India) Private Limited
No.1, 18th Floor, Urmi Estate
95, Ganpatrao Kadam Marg
Lower Parel West, Mumbai 400-013
Maharashtra, India
Tel: +91-22-2300 2999 / Fax: +91-22-2300 2969
Website: www.phillipcapital.in

Page | 16 | PHILLIP RESEARCH SDN BHD (MALAYSIA)

MALAYSIA
Phillip Capital Sdn Bhd
B-18-6 Block B Level 18 Unit 6 Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel +603 2783 0300
Fax +603 2166 5099

Website: www.phillip.com.my

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B,

JI Jend Sudirman Kav 33A
Jakarta 10220 — Indonesia
Tel +62-21 5790 0800
Fax +62-21 5790 0809

Website: www.phillip.co.id

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel +33-1 45633100
Fax +33-1 45636017
Website: www.kingandshaxson.com

AUSTRALIA
Phillip Capital Limited
Level 10, 330 Collins Street
Melbourne, Victoria 3000, Australia
Tel +61-03 8633 9803
Fax +61-03 8633 9899
Website: www.phillipcapital.com.au

TURKEY
PhillipCapital Menkul Degerler
Dr. Cemil Bengli Cad. Hak Is Merkezi
No. 2 Kat. 6A Caglayan
34403 Istanbul, Turkey
Tel: 0212 296 84 84
Fax: 0212 233 69 29
Website: www.phillipcapital.com.tr

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway
Hong Kong
Tel +852 2277 6600
Fax +852 2868 5307

Websites: www.phillip.com.hk

CHINA
Phillip Financial Advisory (Shanghai) Co
Ltd
No 550 Yan An East Road,
Ocean Tower Unit 2318,
Postal code 200001
Tel +86-21 5169 9200
Fax +86-21 6351 2940

Website: www.phillip.com.cn

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, ECAN 6AS

Tel +44-20 7426 5950

Fax +44-20 7626 1757

Website: www.kingandshaxson.com

CAMBODIA
Phillip Bank Plc
Ground Floor of B-Office Centre, #61-64,
Norodom Blvd Corner Street 306, Sangkat
Boeung Keng Kang 1, Khan Chamkamorn,
Phnom Penh, Cambodia
Tel: 855 (0) 7796 6151/855 (0) 1620 0769
Website: www.phillipbank.com.kh

DUBAI
Phillip Futures DMCC
Member of the Dubai Gold and
Commodities Exchange (DGCX)

Unit No 601, Plot No 58, White Crown Bldg,
Sheikh Zayed Road, P.O.Box 212291
Dubai-UAE
Tel: +971-4-3325052 / Fax: + 971-4-

3328895
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MALAYSIA
Phillip Investor Centre — Alor Setar (Kedah)
Lot T-30 2nd Floor,
Wisma PKNK, Jalan Sultan Badlisha,
05000 Alor Setar, Kedah
Tel: +604 731 7088 / Fax: 604 731 8428
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Kluang (Johor)
No. 73, 1st Floor,
Jalan Rambutan, 86000 Kluang.
Tel: +607 771 7922 / Fax: 607 771 7909
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Kuantan (Pahang)
1st Floor, B400,
Jalan Beserah, 25300 Kuantan.
Tel: +609 566 0800 / Fax: 609 566 0801
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Kuching (Sarawak)
Lot 2650 1st Floor, Suite A, Block 10 KCLD
Central Park Commercial Centre,
3rd Mile, Jalan Rock, 93200, Kuching,
Sarawak, Malaysia.
Tel: +6082 247 633 / Fax: 6082 245 644
Website: www.phillip.com.my
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Contact Information (Phillip Malaysia Investor Centres)

MALAYSIA
Phillip Investor Centre — Johor Bahru (Johor)
15-01A, Jalan Molek 1/29,
Taman Molek, 81100 Johor Bahru,
Johor Darul Takzim, Malaysia
Tel: +607 352 1808 / Fax: 607 352 4808
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Kota Damansara (Petaling Jaya)
12A, Jalan PJU 5/8,
Dataran Sunway, Kota Damansara,
47810 Petaling Jaya, Selangor, Malaysia.
Tel: +603 9212 2818 / Fax: 603 6140 7133
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Melaka
No. 542A, Jalan Merdeka,
Taman Melaka Raya,
75000 Melaka, Malaysia
Tel: +606 292 0018 / Fax: 606 292 4511
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Sibu (Sarawak)
No. 6B Jalan Bako,
96000 Sibu, Sarawak.
Tel: +6084 377 933 / Fax: -
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Skudai (Johor)
9A, Jalan Sutera Tanjung 8/2,
Taman Sutera Utama,
81300 Skudai, Johor, Malaysia.
Tel: +607 557 2188 / Fax: 607 557 8788
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Kota Kinabalu
(Sabah)

Lot No. G-4, Ground Floor,
Menara MAA, No 6, Lorong Api-Api 1,
88000 Kota Kinabalu, Sabah.

Tel: +6088 335 346 / Fax: -
Website: www.phillip.com.my

MALAYSIA
Phillip Investor Centre — Penang
No. 29A Ground Floor Suite 2, Beach Street,
10300 Penang, Malaysia.
Tel: +604 202 0039 / Fax: 607 261 3822
Website: www.phillip.com.my
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Disclaimers

Legal and Regulatory Notices (Electronic Communications)

© 2018 PRSB.

Important disclosures

This research report is strictly confidential and has been prepared for information purposes only by Phillip Research Sdn Bhd (“PRSB”), a subsidiary of Phillip Capital
Holdings Sdn Bhd (“PCH”) and is meant for circulation to its clients and clients of other subsidiaries companies of PCH particularly Phillip Mutual Berhad (“PMB”), Phillip
Capital Management Sdn Bhd (“PCM”), Phillip Wealth Planners Sdn Bhd (“PWP”) and Phillip Capital Sdn Bhd (“PCSB”) (collectively refer to as Phillip Group other licensed
intermediaries (“PGOLI”)) only or such other persons as may be deemed eligible to receive such research report, information or opinion contained herein. Neither the
publication/communication nor any portion hereof may be reprinted, distributed, sold, resold, redistributed, copied, reproduced, published, republished, displayed,
posted or transmitted in any form or media or by any means without the written consent of PRSB.

The policy of PRSB is to only publish research that is impartial, independent, clear, fair, and not misleading. Analysts never receive compensation from companies they
cover. Regulations or market practice of some jurisdictions/markets prescribe certain disclosures to be made for certain actual, potential or perceived conflicts of
interests relating to a research report as below. This research disclosure is for your information only and does not constitute any recommendation, representation or
warranty. Absence of a disclosable position should not be taken as endorsement on the validity or quality of the research report or recommendation.

To maintain the independence and integrity of PRSB’s research, PGOLI activities such as fund management, dealing in securities (restricted to unit trust and private
retirement scheme), dealing in derivatives, clearing for derivatives, financial planning and research business lines are distinct from one another. This means that PRSB
is not part of and does not report to any of PGOLI. Accordingly, PGOLI does not supervise nor control the activities of PRSB’s research analysts. PRSB’s research analysts
report to the Head of Research, who in turn report to PRSB’s senior management.

PRSB and PGOLI have in place internal controls designed to manage conflicts of interest that may arise as a result of PGOLI engaging in fund management, dealing in
securities (restricted to unit trust and private retirement scheme), dealing in derivatives, clearing for derivatives, financial planning and PRSB activities. Some examples
of these controls include: the use of information barriers and other information controls designed to ensure that confidential information is only shared on a “need to
know” basis and in compliance with PRSB and PGOLI’s Chinese Wall policies and procedures; measures designed to ensure that interactions that may occur among
PRSB’s research personnel, fund management, dealing in securities (restricted to unit trust and private retirement scheme), dealing in derivatives, clearing for
derivatives, and financial planning, PGOLI’s financial product issuers and PRSB’s research analysts do not compromise the integrity and independence of PRSB’s
research.

Neither analysts nor their household members/associates/may have a financial interest in, or be an officer, director or advisory board member of companies covered
by the analyst unless disclosed herein. In circumstances where an analyst has a pre-existing holding in any securities under coverage, those holdings are grandfathered
and the analyst is prohibited from trading such securities up to the date of the publication of this research report.

Unless specified otherwise, PRSB did not receive investment banking/non-investment banking income from, and did not manage/co-manage a public offering for, the
listed company during the past 12 months, and it does not expect to receive investment banking compensation from the listed company within the coming three
months. Unless mentioned otherwise, PRSB does not own a material disclosable position, and does not make a market, in the securities.

We hereby certify that the views expressed in this research report accurately reflect our views about the securities and/or the issuers and that no part of our
compensation were or will be directly or indirectly related to the specific recommendation or views contained in this report or to any investment banking relationship
with the subject company covered in this report (for the past one year) or otherwise any other relationship with such company which leads to receipt of fees from the
company except in ordinary course of business of the company. We hereby confirm that our analyst(s) has/have not been placed under any undue influence,
intervention or pressure by any person(s) in compiling this research report. This report is prepared without any intention to raise, lower or maintaining the price of the
securities covered or to induce the recipient to buy or sell the securities covered. In addition, our analyst(s) included herein attest that he/she/they was/were not in
possession of any material, non-public price sensitive information regarding the subject company at the time of publication of the report. Save from the disclosure
below (if any), we are not aware of any material conflict of interest.

Key to PRSB investment ratings:
Equity:

BUY: Total stock return expected to exceed +10% over 12-month period
HOLD: Total stock return to be between -10% and +10% over a 12-month period
SELL: Total stock return is expected to below 10% over a 12-month period

ETFs (Criteria applies to rating assignments from 16th December 2019):

BUY: Total stock return expected to exceed +10% over 12-month period
HOLD: Total stock return to be between -10% and +10% over a 12-month period
SELL: Total stock return is expected to below 10% over a 12-month period

Funds:

The rating a mathematical scoring system that include risks (standard deviation, Sharpe Ratio) and returns (1-year, 3-year, 5-year and consistency).
BUY: Total return (including income distribution) is positive and above peers’ average while risk factors are low;

O-PF: Total return is positive and above peers’ average but has higher risk factors;

SELL: Total return is negative.

For a history of the recommendations and price targets for companies mentioned in this report, as well as company specific disclosures, please write to: Phillip Research
Sdn Bhd, B-18-6, Block B Level 18, Megan Avenue Il, 12 Jalan Yap Kwan Seng, 50450 Kuala Lumpur, Malaysia.

The information, opinions and estimates herein are not directed at, or intended for distribution to or use by, any person or entity in any jurisdiction where doing so
would be contrary to law or regulation or which would subject PRSB and/or its associate companies to any additional registration or licensing requirement within such
jurisdiction. The information and statistical data herein have been obtained from sources we believe to be reliable. Such information has not been independently
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verified and we make no representation or warranty as to its accuracy, completeness or correctness. Any opinions or estimates herein reflect the judgment of PRSB at
the date of this publication/communication and are subject to change at any time without notice. Where any part of the information, opinions or estimates contained
herein reflects the views and opinions of a sales person (include but not limited to Financial Planners and Marketing Representative or a non-analyst), such views and
opinions may not correspond to the published view of PRSB. This is not a solicitation or any offer to buy or sell. This publication/communication is for information
purposes only and does not constitute any recommendation, representation, warranty or guarantee of performance. Any price target given in the report may be
projected from one or more valuation models and hence any price target may be subject to the inherent risk of the selected model as well as other external risk factors.
This is not intended to provide professional, investment or any other type of advice or recommendation and does not take into account the particular investment
objectives, financial situation or needs of individual recipients. Before acting on any information in this publication/communication, you should consider whether it is
suitable for your particular circumstances and, if appropriate, seek professional advice, including tax advice. PRSB, and PGOLI do not accept any responsibility and
cannot be held liable for any person’s use of, or reliance on the information and opinions contained herein. To the extent permitted by applicable securities laws and
regulations, PRSB accepts no liability whatsoever for any direct or consequential loss arising from the use of this publication/communication or its contents. Where the
publication does not contain ratings, the material should not be construed as research but is offered as factual commentary. It is not intended to, nor should it be used
to form an investment opinion about the non-rated companies.

Subject to any applicable laws and regulations at any given time, PRSB, PGOLI and their respective affiliates or companies or individuals connected with PRSB may have
used the information contained herein before publication and may have positions in, may from time to time purchase or sell or have a material interest in any of the
securities mentioned or related securities, or may currently or in future have or have had a business or financial relationship with, or may provide or have provided
investment banking, capital markets and/or other services to, the entities referred to herein, their advisors and/or any other connected parties. As a result, investors
should be aware that PRSB, PGOLI and/or their respective affiliates or companies or such individuals may have one or more conflicts of interest. Regulations or market
practice of some jurisdictions/markets prescribe certain disclosures to be made for certain actual, potential or perceived conflicts of interests relating to research
reports. Details of the disclosable interest can be found in certain reports as required by the relevant rules and regulation. Disclosures therein include the position of
PRSB and PGOLI only. Unless specified otherwise, PRSB did not receive any compensation or other benefits from the subject company covered in this
publication/communication.

The analysts/contributors to this publication/communication may be employed by any relevant PGOLI entity, which is different from the entity that distributes the
publication/communication in the respective jurisdictions.

PRSB, PGOLI and/or its officers, directors and employees, may, to the extent permitted by applicable law and/or regulation, deal as principal, agent, or otherwise, or
have long or short positions in, or buy or sell, the securities, commodities or instruments, or options or other derivative instruments based thereon, of issuers or
securities mentioned herein. PGOLI may also act as market maker or liquidity provider (within the meaning of applicable regulations in the UK) in the financial
instruments of the issuer. Where the activity of market maker is carried out in accordance with the definition given to it by specific laws and regulations of the US or
other jurisdictions, this will be separately disclosed within the specific issuer disclosures.

Investors should not consider this report as only a single factor in making their investment decision and, as such, the report should not be viewed as identifying or
suggesting all risks, direct or indirect, that may be associated with any investment decision. PRSB produces a number of different types of research product including,
among others, fundamental analysis and quantitative analysis; recommendations contained in one type of research product may differ from recommendations
contained in other types of research product, whether as a result of differing time horizons, methodologies or otherwise. PRSB and PGOLI publishes research product
in a number of different ways including the posting of product on the PGOLI portals and/or distribution directly to clients. Different groups of clients may receive
different products and services from the research department depending on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future performance. Where the
information contains an indication of future performance, such forecasts may not be a reliable indicator of future performance. Moreover, simulations are based on
models and simplifying assumptions which may oversimplify and not reflect the future distribution of returns. Any figure, strategy or index created and published for
illustrative purposes within this report is not intended for “use” as a “benchmark”.

Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived from, the investment.

With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or strategic, which typically last
from 6-12 months. However, trade recommendations may be reviewed at any time as circumstances change. ‘Stop loss’ levels for trades are also provided; which, if
hit, closes the trade recommendation automatically. Prices and yields shown in recommendations are taken at the time of submission for publication and are based on
either indicative Bloomberg, Reuters or PGOLI prices or yields at that time. The prices and yields shown are not necessarily those at which the trade recommendation
can be implemented.

The securities described herein may not have been registered under the US Securities Act of 1933 (the ‘1933 Act’), and, in such case, may not be offered or sold in the
US or to US persons unless they have been registered under the 1933 Act, or except in compliance with an exemption from the registration requirements of the 1933
Act. Unless governing law permits otherwise, any transaction should be executed via PhillipCapital Group entity in your home jurisdiction.
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