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COMPANY RESULTS

Sapura Energy (SAPE MK)
1QFY24: Core Loss On Track, Better Rig Utilisation By 2HFY24

SAPE’s 1QFY24 core loss/EBITDA were deemed on track. The recent contract wins of
RM1.4b will help bring stronger 2HFY24 profits, on the back of more lucrative E&C
works and new rig contracts. While it continues to progress on its reset plan, the
delayed PN17 regularisation plan and ongoing project slippage risks (ONGC platform)
will weigh on existing share price sentiment. Maintain HOLD. Trim target price to
RM0.04, which assumes a delayed sustainable recovery from PN17.

1QFY24 RESULTS

Year to 31 Jan 1QFY24 qoq yoy  Ytd FY24 yoy Comments

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

Revenue 951.7 (21.8) 74 951.7 (21.8)

- E&C* 574.8 (18.9) (2.2) 574.8 (18.9) Lower completion progress on monsoon

- O&M* 1445 11.6 19.5 1445 11.6

- Drilling 294.6 (18.9 27.1 294.6 (18.9) Lower operating rigs of 10, vs 11 gog

PBT 1735 (123.9) 79.2 1735 (123.9) Depreciation halved gog to RM95m

-E&C 713 21.8 48.7 713 21.8 1QFY24 EBITDA: RM46m, vs RM62m yoy

- 0&M (0.0) (100.1) (100.1) (0.0) (100.1) 1QFY24 O&M EBITDA: RM7m vs RM31m yoy
- Drilling 09 (98.0) (101.7) 0.9 (98.0) 1QFY24 rig EBITDA: RM130m vs RM50m yoy
Finance cost (185.1) (0.5) 47.6 (185.1) 0.5

Associates 117.8 (154.7) 50.2 117.8 (154.7) E&P associate profit: RM43m vs RM41m yoy
Pre-tax profit 1735 (105.2) 79.2 1735 (105.2)

Income tax (29.6) (205.8) 2143 (29.6) (205.8)

Reported profit 146.1 (104.4) 58.9 146.1 (104.4)

Core profit (71.5) (183.4) (57.7) (71.5) (183.4) Exclude RMO0.22b forex gains

* E&C : Engineering and Construction; O&M: Operation and Maintenance; E&P: Exploration and Production
Source: Sapura Energy

RESULTS

¢ 1QFY24 core loss and EBITDA of RM227m are on track vs our/consensus forecasts,
even though Sapura Energy’s (SAPE) EBITDA was weaker vs RM253m qog. The weaker
results were expected due to: a) lower completion and claims compensation progress for
E&C projects, b) lower operating rigs at 10 (vs 11 in 4QFY23), and c) profit breakeven only
for the O&M division (despite higher revenue goq) given the higher industry opex. We expect
EBITDA and profit generation to be stronger in 2HFY24, largely from higher rig utilisation.

¢ EBITDA must remain steady, to generate RM4.75b funds to pay off debt. The RM4.75b
is planned from a combination of RM1.8b injection from a white knight, an indicative RM2.3b
sale of the upstream associate unit SapuraOMV, and continuous EBITDA generation or
RM250m per quarter must be maintained. lts borrowings base remains stickily high at
RM10.7b, especially after obtaining further extension of the restraining orders from 11 Jun 23
to 10 Mar 24.

KEY FINANCIALS

Year to 31 Jan (RMm) 2022 2023 2024F 2025F 2026F
Net turnover 4,100 4,551 4,017 4,145 4,272
EBITDA (2,279) 642 707 754 801
Operating profit (2,801) 93 47 142 108
Net profit (rep./act.) (9,051) (3,204) (216) (155) (175)
Net profit (adj.) (3,441) (124) (216) (155) (175)
EPS (sen) (17.8) (0.6) (1.1) (0.8) (0.9)
PE (x) n.m. n.m. n.m. n.m. n.m.
P/B (x) 8.0 (0.2) (0.6) (1.2) (0.5)
EV/EBITDA (x) n.m. 16.0 14.6 13.7 12.9
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (220.7) (70.4) (5.4) (3.7) 4.1)
Net debt/(cash) to equity (%) 11,698.2 (333.7) (682.6) (945.9) (402.5)
Interest cover (x) (4.5) 1.1 1.3 1.3 1.7
ROE (%) n.a. n.a. n.a. n.a. n.a.
Consensus net profit - - (318) (222) (358)
UOBKH/Consensus (x) - - 0.68 0.70 0.49

Source: Sapura Energy, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."
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HOLD

(Maintained)

Share Price RMO0.04

Target Price RMO0.04

Upside +6.0%

(Previous TP RMO.05)

COMPANY DESCRIPTION

Integrated engineering, procurement,

construction, installation and commissioning
(EPCIC) oil & gas player.

STOCK DATA

GICS sector Energy
Bloomberg ticker: SAPE MK
Shares issued (m): 15,979.1
Market cap (RMm): 559.3
Market cap (US$m): 119.6
3-mth avg daily t'over (US$m): 0.2

Price Performance (%)

52-week high/low RMO0.055/RM0.035

1mth 3mth 6mth 1yr YTD
0.0 (22.2) (12.5) (22.2) 0.0
Major Shareholders %
Skim Amanah Saham Bumiputera 36.0
STSB 12.5
FY24 NAV/Share (RM) (0.06)
FY24 Net Debt/Share (RM) 0.40
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STOCK IMPACT

e Won RM1.4b new contracts ytd. This boosted its orderbook to RM5.8b, and >70% of
which are overseas projects. Most of the new wins (about RM979m) are for the E&C
segment, and out of this, 58% are related to transportation and installation (T&I) contracts
for the Western Hemisphere. About 90% of its bidbook are directed towards overseas
projects. The higher mix of T&l E&C projects is aligned with the group’s target to be more
focused on Atlantic markets and decommissioning opportunities. The new RM352m rigs
contracts secured are for Sapura Berani, Sapura Esperanza, Sapura Pelaut and Sapura
Alliance.

Rig utilisation will take time to reach full mode by 2HFY24. By 23 Jan, Sapura Pelaut
had completed its contract for Enquest and was warmed stacked throughout 1QFY24.
Westwood reported that Sapura Pelaut was recently mobilised in May 23 (2QFY24) for
Petronas Carigali for a 4-5-month job. However, Sapura Alliance was reported to have
completed its contract in Brunei by end-May 23, and is now warm stacked, but it appears
that Petronas Carigali has employed Sapura Allliance for work in the near term.

E&C projects update. E&C vessels had begun works for 2023 Malaysia programme since
Mar 23, with the first project being the mobilisation of Sapura 1200 for the Timi project. The
Lumut Fabrication yard had two ongoing major E&C platform projects, namely the Mubadala
Mercury Removal Unit (MRU) and ONGC KG-98/2 Gas Processing Platform. The Mubadala
MRU successfully sailed away on 2 May 23, however ONGC'’s platform remains in the yard.
In our view, The ONGC project is at risk of facing further slippage/earnings risks based on
ONGC'’s latest guidance of a delay in the KG-98/2 first production from Jun 23 to Aug-Oct
23, and its social media posting whereby the ONGC Director of Production Pankaj Kumar
had to personally visit the yard in recent months to review the progress, shows the
increasing urgency to meet project timelines.

Progress in reset plan, but long way to go. SAPE had validated RM1.5b in claims from
2,000 vendors through its Proof of Debt exercise, and the adjudication process is almost
complete, with only eight more claims outstanding. SAPE will also strive to rescope certain
ongoing E&C contracts, although this may appear to be challenging, especially for: a) the
Salman project (announced on 27 Sep 19), b) ONGC platform (announced on 6 Dec 18), c)
Dorado wellhead platform (announced on 30 Sep 21), and d) SBM Pipeline Rejuvenation
(announced on 3 Jun 20).

EARNINGS REVISION/RISK
o Retain forecasts of RM0.2b-0.3b losses, and EBITDA of RMO0.7b.
VALUATION/RECOMMENDATION

¢ Retain HOLD, but trim diluted target price to RM0.04. Our valuation assumes a scenario
of the white knight entry and SapuraOMV sale to be successful, to raise proceeds of RM4b,
with an assumed RM2.3b minimum price for the SapuraOMV valuation. Its auditor issued an
unqualified opinion given the material future uncertainties, and SAPE was granted more time
to submit its PN17 regularisation plan by end-Nov 23.

Hence, we trim target price further from RMO0.05, as recent events will delay any major
near-term share price catalysts. We observed that SAPE appears to be boosting its
involvement in training human capital (not only for its own global projects, but may be for the
overall O&G industry), and the logistics/supply chain management business (which may
include non-O&G/ports sectors), but we are unsure if they will be new revenue streams. All
in all, risk-reward is balanced, as it factors both SAPE’s financial condition and its existing
project execution.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental

- SAPE strives to report on its greenhouse gas emissions and reduction target.
¢ Social

- Diversity. 28% of total staff are female; staff comprises 37 nationalities as of FY21.
¢ Governance

- 55% of its board members are independent.
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RIG UTILISATION TREND (AS OF 1QFY24)
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RM5.6 BILLION ORDERBOOK (AS AT FY23)

Recognition
by FY

Source: Sapura Energy

KEY TARGETS MOVING FORWARD

Targeted asset deployments and bids

- >85% rig utilisation: Nine rigs secured in SouthEast Asia
(SEA), one in West Africa;.

- Expand O&M positioning into SEA region.

- E&C: Maintain Atlantic and SEA market share, expand
decommissioning works.

- E&C: >65% utilisation for key vessels S1200, S2000 and
Constructor; >95% utilisation for six Brazilian JV vessels.

70% of FY24 revenues are secured.

0.8x book-to-hill ratio

B.R.E.D : Bid Right, Execute, Discipline

Source: Sapura Energy
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PROFIT & LOSS
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BALANCE SHEET
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Year to 31 Jan (RMm) 2023 2024F 2025F 2026F  Year to 31 Jan (RMm) 2023 2024F 2025F 2026F
Net turnover 4,551 4,017 4,145 4,272 Fixed assets 5,080 4,690 5,350 4,960
EBITDA 642 707 754 801 Other LT assets 4,823 4,581 2,252 1,813
Deprec. & amort. 549 660 612 693 Cash/ST investment 851 449 1,868 696
EBIT 93 47 142 108 Other current assets 1,958 1,978 2,041 1,987
Total other non-operating income na. 0 0 0 Total assets 12,712 11,697 11,510 9,455
Associate contributions (39) 357 332 281 ST debt 10,616 8,243 7,370 5997
Net interest income/(expense) (609) (540) (560) (479) Other current liabilities 4,924 4,445 4,571 4,624
Pre-tax profit (3,149) (137) (85) (90) LT debt 0 0 0 0
Tax (72) (97) (88) (103)  Other LT liabilities 125 178 178 178
Minorities 18 18 18 18 Shareholders' equity (2,926) (1,242) (582) (1,317)
Net profit (3,204) (216) (155) (175)  Minority interest @27 (27) @7) @7)
Net profit (adj.) (124) (216) (155) (175) Total liabilities & equity 12,712 11,697 11,510 9,455
CASH FLOW KEY METRICS

Year to 31 Jan (RMm) 2023 2024F 2025F 2026F  Year to 31 Jan (%) 2023 2024F 2025F 2026F
Operating 389 19 138 868 Profitability

Pre-tax profit (3,149) (137) (85) (90) EBITDA margin 14.1 17.6 18.2 18.7
Tax (62) 97) (88) (203) Pre-tax margin (69.2) (3.4) (2.1) (2.1)
Deprec. & amort. 549 660 612 693 Net margin (70.4) (5.4) (37 4.1)
Working capital changes (192) (591) (528) 170 ROA na. na. na. na.
Other operating cashflows 3,243 183 228 198 ROE na. na. na. na.
Investing 143 1,952 1,752 752

Capex (growth) (235) (270) (270) (270) Growth

Investments 0 0 0 0 Turnover 11.0 (11.7) 3.2 3.1
Proceeds from sale of assets 349 0 0 0 EBITDA na. 10.0 6.7 6.2
Others 28 2,222 2,022 1,022 Pre-tax profit n.a. n.a. n.a. n.a.
Financing (279) (2,373) (873) (1,373) Net profit n.a. n.a. n.a. na.
Dividend payments 0 0 0 0 Net profit (adj.) na. na. na. na.
Proceeds from borrowings (391) (2,000) (500) (1,000) EPS na. na. na. na.
Loan repayment (373) (373) (373) (373)

Others/interest paid 485 0 0 0 Leverage

Net cash inflow (outflow) 252 (402) 1,017 247 Debt to total capital 138.5 116.5 109.0 128.9
Beginning cash & cash equivalent 718 851 851 449 Debt to equity (362.8) (721.9) (1,267.1) (455.3)
Changes due to forex impact (119) 0 0 0 Net debt/(cash) to equity (333.7) (682.6) (945.9) (402.5)
Ending cash & cash equivalent 851 449 1,868 696 Interest cover (x) 11 13 13 17

Refer to last page for important disclosures.
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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.

Refer to last page for important disclosures.
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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.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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