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COMPANY RESULTS

Bumi Armada (BAB MK)
1Q22: Mixed Results; Still A Beneficiary Of Energy Transition

1Q22 results are mixed. BAB benefitted from a sharp reduction in depreciation as FPSO
Armada Claire is earmarked for disposal. Excluding this, EBITDA is weaker yoy,
reflecting higher costs. Our forecast revision reflects its readiness to capture
opportunities on energy security (more FPSO demand) and energy transition (more gas
demand). This may be a bumpy ride ahead, but most of the risks are priced in. Maintain
BUY with a higher target price of RM0.57.

1Q22 RESULTS

Year to 31 Dec 1Q goq yoy Comments

(RMm) 2022 (%chg) (%chg)

Revenue 529.0 31 (2.0)

- Floating operations (FPSO, subsea) 522.1 8.8 3.2 Higher FPSO Kraken utilisation
- Engineering, Technology & Others 6.9 (79.1) (79.5) 1Q21 revenue was RM34m
EBIT 240.8 111 8.1

- Floating operations 240.8 40.0 11.5 Depreciation lowered by 27% qgoq
- Engineering, Technology & Others 0.0 NA NA  Small profit of RM7m in 1Q21
Operating margin (%) 45.5% 3.3ppt 5.4ppt

Impairment loss NA NA NA

Finance Cost (84.9) (8.4) (16.5) Lower borrowings base
Associates 205 (34.3) 177.9 FPSO 98/2 is 87% completed
PBT 191.7 37.1 6.0

PATMI 185.8 26.8 172

Core PATMI 187.1 321 28.2 EBITDA lower yoy

Source: BAB *Note: All segments are reclassified restated after removing earnings from discontinued Offshore Support Vessels (OSV)

RESULTS

* 1Q22 core results a mixed review. The core profit is a positive surprise, accounting for
28/30% of our/consensus’ estimates. This was entirely due to a significantly lower
depreciation by 27% qoq (c.RM30m) to RM83m. This will be the new recurring base for the
group, as the idle FPSO Armada Claire had been fully depreciated to residual value in end-
21, in preparation to be scrapped or disposed. This was not explicitly guided previously. The
remaining assets have depreciation lives of 10-25 years.

o EBITDA fell from RM378m to RM328m yoy. This is despite the higher revenue base from
the assets (the first business segment) given the higher utilisation of 99-100%. Firstly, 1Q21
contained some large variation orders, or engineering works, one example being FPSO
Olombendo’s additional subsea installation that lasted until 3Q21. Assuming this contributed
to half of the EBITDA difference yoy, management explained that the other factor is higher
administration costs in 1Q22, and some of these costs may likely be non-recurring in nature.

KEY FINANCIALS

Year to 31 Dec (RMm) 2020 2021 2022F 2023F 2024F
Net turnover 2,235 2,163 2,156 2,110 2,311
EBITDA 1,405 1,391 1,321 1,252 1,191
Operating profit 886 926 988 923 856
Net profit (rep./act.) 103 659 698 675 630
Net profit (adj.) 425 698 698 675 630
EPS (sen) 7.2 11.8 11.8 114 10.6
PE (x) 5.8 3.5 3.6 3.7 4.0
P/B (x) 0.8 0.6 0.5 04 04
EV/EBITDA (x) 5.3 5.4 5.7 6.0 6.3
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) 4.6 30.5 324 32.0 27.3
Net debt/(cash) to equity (%) 2354 154.5 102.7 75.2 62.6
Interest cover (x) 2.9 3.5 3.5 3.8 41
ROE (%) 3.2 18.5 15.8 12.9 10.7
Consensus net profit - - 626 628 665
UOBKH/Consensus (x) - - 1.11 1.07 0.95

Source: Bumi Armada Bhd, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price RMO0.42

Target Price RMO0.57

Upside +35.3%

(Previous TP RMO0.54)

COMPANY DESCRIPTION

Floating Production Storage and Offloading
(FPSO) platform and offshore marine services
owner.

STOCK DATA

GICS sector Energy
Bloomberg ticker: BAB MK
Shariah Compliant: No
Shares issued (m): 5,918.0
Market cap (RMm): 2,485.6
Market cap (US$m): 565.4
3-mth avg daily t'over (US$m): 3.2

Price Performance (%)

52-week high/low RMO0.570/RM0.375

1mth 3mth 6mth 1yr YTD
(2.3) (19.2) 9.7) (1.2) (10.6)
Major Shareholders %
Objektif Bersatu 34.9
FY22 NAV/Share (RM) 0.83
FY22 Net Debt/Share (RM) 0.85
PRICE CHART
(lcy)  ——— sumi aRmroABERHAD  ——— Bl ARWADA BERHADFBMKLCINOEX (%)

0.65 140

0.60 130

0.55 120

0.50 110

045 100

040 920

0.35 80

0.30 70

200
150 { Volume (m)

100

50

0

May21 Jul21  Sep21 Nov21 Jan22 Mar22 May22

Source: Bloomberg

ANALYST(S)

Kong Ho Meng
+603 2147 1987
homeng@uobkayhian.com



UOBKayHian

STOCK IMPACT ORDERBOOK AND FPSO TENURES

» Restructured business segments effective 1Q22. With four vessels disposed in 1Q22,
BAB is on track to dispose almost its entire offshore support vessel (OSV) fleet with only
three OSV remaining. Hence, BAB had reclassified its business segments. Previously, BAB
separated the FPSO and the remainder offshore marine fleet (comprising OSV subsea
vessels) as two segments. Effective 1Q22, the entire floating operations (ie FPSO, subsea
and any new floating assets) are one segment, while the other segment mainly relates to
asset-light engineering and consultancy scope of works.

Benefitting from energy security opportunities... With net debt lowered to RM5.8b (net

gearing: 1.3x), BAB is positioning itself to capture new floating projects. In the previous

quarter, it was revealed that BAB is bidding alone for Total's Cameia FPSO (US$1b capex

range), competing with MISC and Yinson. Recently, an Upstream article surfaced that the

same three players are competing for Eni's FPSO Agogo (Angola, Africa), by carrying out

early engineering studies (FEED stage) for the bids. Higher oil prices driven by the supply

crunch is encouraging oil majors to hasten viable projects, pushing up FPSO demand. Each

of the FPSO players is exploring funding needs that are favourable without the need for I I I
...and energy transition opportunities. Our earlier sector report highlighted that gas =

g
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major rights issue. There is no guidance from BAB on the maximum gearing room, although
debt repayment continues to be their focus.

2022|2023 | 2024 2025|2026 | 2027|2028 2029 | 2030 | 2031 2032| 2033 2034 2008

=
=
=
o

=
=
=
5
=
[y

V

i

%

projects may see a greater surge in demand. BAB is a beneficiary as it is the only local ;

player with known exposure in Floating, Storage and Regasification Unit (FSRU) projects. - = =1
There is still no update on the FSRU Mumbai project, although news sources touted the - B z £ E
capacity at about SMTPA. BAB did comment that the bidbook no longer comprises of merely e E B _ g E &g
FPSOs, and includes gas projects such as FSRU, carbon capture vessels and even the E § g E E = 8 2
highly technical floating LNG terminals. £ E 2555 E 3
o We are still cautiously optimistic on the prospects, given the potential cost upside. = g g g g g E g g
Our channel checks suggest that BAB may be playing catch-up relative to peers, as BAB = h -0 T = -
had not been active in winning new contracts for a few years. This coincides with BAB ~ S0u'ce BAB
recently issuing 7.6m shares under management incentive plan, which is substantial relative  SEGMENTAL FORECASTS
to the usual issuance. While the asset-light segmental revenue may grow in 2H22 to factor (RMIm) 2022F 2023F 2024F
in small FEED-stage works (for bidding), as it stands, we view the other two peers have a
cost advantage in the FEED competition to secure the FPSO lease itself. Hence, it will ~ Revenue 21565 21101 23111
present a challenge for BAB to manage the cost of hiring project-based manpower on the ~ ©Operation 2,019.9 19734 21734
expense of EBITDA margins, while remaining competitive. Another concern is that FSRU  Others 136.6 136.6 1376
Mumbai may be a project highly exposed to the current inflationary environment — capex  EBIT 988.1 923.2 855.9
may spike from the US$0.5b estimate for such a FSRU size. The mitigating factor is BAB’s  operation 1,000.7 933.8 866.9
partner Sharpoorji should co-share the project risks. Others 32.7) (30.6) (3L.0)
EARNINGS REVISION/RISK Source: UOB KayHian
e Upgraded 2022-24 earnings forecasts by 6%/4%/3%. We adjusted depreciation base goTp vALUATION (RM4.1/USS)
following after 1Q22’s disclosure. While we do not factor in new contract wins at this Current SOTP
juncture, our EBITDA forecasts for 2022-24 are lowered by 5-7% to factor in potential costs ;o Valuation (RM)
due to inflationary impact and BAB’s readiness to be in the market for new jobs. The cost  Fpso DCF based on a higher 111
impact is not quantified, but BAB acknowledges the risk, given that FPSO charter rates WACC of 10% from 8.0%,
typically do not have upside adjustments due to oil prices or inflation rates. Up to firm value. The
discount remains given its
VALUATION/RECOMMENDATION lower-than-peers average
« Maintain BUY, target price adjusted to RM0.57 from RMO0.54. This implies 5x 2022F PE, FPSO tenures and less
) . y . s . competitive advantage
at a discount to Yinson’s 18x forward PE. Despite the low PE, our target price implies 5-6x 5y Post-mpairment valus on 0.01
EV/EBITDA, which are within peers’ range. Our valuation is also adjusted for higher WACC subsea vessels only (no
and share base, and continues to ignore FPSO 98/2, FSRU Mumbai and future contracts, more OSV vessels)
reflecting our cautious optimism on BAB’s prospects. Having said, we see value as most of - Netdebt (0.55)
the risks are priced in, including the impact of Russian war on its subsea contracts (Lukoil), sotp Slightly higher share base 057
but BAB is a beneficiary of higher FPSO and FSRU demand. Having said that, we see value of 5.9b shares
as most of the risks, including the impact of Russian war on its subsea contracts (Lukoil), are ~ 2022F PE 4.8x
priced in. 2022F EV/ EBITDA 6.3
ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) UPDATES igf;;:gg;‘ed EV/ EBITDA include 5.3
¢ Environmental Source: UOB KayHian

- Carbon (CO2) reduction. BAB has disclosed greenhouse gas contributions and
strives to reduce emissions, though no targets were revealed at this juncture.

- Safety (HSE). Lost Time Injury Frequency (LTIF) was 0.55 in 2021, vs 0 previously.
¢ Social

- Diversity. ~45% female proportion among onshore staff.

- Charities in various countries of operations ie UK, Angola and India.
¢ Governance

- 4 out of 7 board members are independent.
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PROFIT & LOSS
Year to 31 Dec (RMm)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Associate contributions
Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (RMm)
Operating

Pre-tax profit

Tax

Deprec. & amort.

Working capital changes
Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2021
2,163
1,391
466
926
107
(397)
668
(25)
16
659
698

(180)
895
80
795

2022F
2,156
1,321
333
988
117
(372)
733
(51)
16
698
698

206
(1,039)

225
(1,264)
0

59
795

854

2023F
2,110
1,252
329
923
117
(332)
708
(50)
16
675
675

2023F
1,137
923
(50)

854

793

2024F
2,311
1,191
336
856
97
(293)
660
(46)
16
630
630

525
(1,123)

(292)
793

501

BALANCE SHEET
Year to 31 Dec (RMm)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital

Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2021
8,616
1,544

795
1,115
12,070
1,404
642
5,514
589
3,963
(41)
12,070

2021

64.3
30.9
30.5

53
18.5

(3.3)
(2.0)
716.0
540.6
64.2
64.1

63.8
174.6
154.5

35

2022F
8,450
1,603
854
1,117
12,023
1,404
700
4,475
589
4,896
(41)
12,023

2022F

61.3
34.0
324

5.8
15.8

03
1)
98
59
0.0
(05)

54.8
120.1
102.7

35

2023F
8,418
1,661
793
1,099
11,971
1,404
871
3,577
589
5571
(41)
11,971

2023F

59.3
33.6
320

5.6
12.9
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474
89.4
75.2

3.8

2024F
8,789
1,710
501
1,174
12,174
1,404
1,042
2,979
589
6,201
(41)
12,174

2024F

51.6
28.6
27.3

5.2
10.7
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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