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COMPANY RESULTS

Civmec (CVL SP)
FY23: Dividend Beats Expectation By 25%; Tendering Activities Remain Strong

FY23 earnings of A$57.7m (+13.7% yoy) are slightly above expectations, forming 103%
of our full-year estimate. This was driven by higher gross profits across all sectors,
leading to a 0.6ppt yoy expansion in net margin. Dividend beat our expectation by 25%,
with a full-year DPS of 5.0 A cents (+66.7% yoy), representing a dividend yield of 6%.
Civmec continues to see strong tendering activities across all sectors and we expect its
robust orderbook to drive further growth. Maintain BUY with a target price of $$1.23.

FY23 RESULTS

Year to 31 Jun (A$m) FY23 FY22 yoy % chg
Revenue 830.9 809.3 2.7
EBITDA 109.1 94.5 154
Net Profit 57.7 50.7 13.7
Net margin (%) 6.9% 6.3% 0.6ppt
Operating cash flow 122.8 36.2 239.2
Order book 1,149 1,039 10.6

Source: Civmec, UOB Kay Hian

RESULTS

¢ Results in line with expectations; revenue growth across most sectors with strong net
margin expansion. Civmec’s FY23 earnings of A$57.7m (+13.7% yoy) are in line, forming
103% of our full-year forecast. Revenue rose 2.7% yoy to A$830.9m, mainly due to higher
yoy contributions from the energy and resources segments of 42.3% and 7.6% respectively,
offset by the 26.2% yoy fall in revenue from the infrastructure, marine and defence segments
(13% of FY23 revenue). However, gross profit margins across all sectors improved, driving a
0.6ppt yoy increase in net margin to 6.9%. Strong improvement in net margin was driven by
the delivery of higher return projects, better cost management and optimisation of
productivity.

Positive outlook amid buoyant tendering activities. Tendering activities continues its
strong momentum across all sectors that Civmec has a presence in. With a focus on
securing projects that will help retain talent and build a sustainable workforce, Civmec is
progressing steadily as its employees transition from completed projects to new projects,
with little change to its top- and bottom lines during the year. Its orderbook stood at around
A$1.15b (-3.4% qoq; +10.6% yoy) as at end-FY23, securing most of the revenue for the next
12 months with a portion extending up to 2029. Civmec continues to maintain a good track
record of performance and delivery to achieve a high level of client satisfaction.

Final dividend a positive surprise and company turned into net cash position. Given
its robust cash generated from operations in FY23 (+239% yoy to A$123m), Civmec has
declared a final dividend of 3.0 A cents (+50% yoy), bringing full-year dividend to 5.0 A cents
(FY22: 4.0 A cents). This is above management’s previous guidance of maintaining its final
dividend and represents an attractive dividend yield of 6%. Civmec has also turned into net
cash position for the first time in FY23 (A$14m vs A$33m net debt in FY22).

KEY FINANCIALS

Year to 30 Jun (A$m) 2022 2023 2024F 2025F 2026F
Net turnover 809 831 1,029 1,107 1,191
EBITDA 89 103 103 111 119
Operating profit 72 85 86 94 102
Net profit (rep./act.) 51 58 63 67 74
Net profit (adj.) 51 58 63 67 74
EPS (A$ cent) 10.1 11.4 124 13.3 14.6
PE (x) 9.0 7.9 7.3 6.8 6.2
P/B (x) 1.2 1.1 1.0 0.9 0.8
EV/EBITDA (x) 5.0 43 43 4.0 3.7
Dividend yield (%) 3.3 55 55 6.6 6.6
Net margin (%) 6.3 6.9 6.1 6.1 6.2
Net debt/(cash) to equity (%) 8.9 (3.3) (8.5) (14.2) (20.0)
Interest cover (x) 18.2 21.6 12.6 13.5 14.5
ROE (%) 15.3 14.6 14.3 141 14.2
Consensus net profit () - - 62 65 -
UOBKH/Consensus (x) - - 1.01 1.03 -

Source: Civmec, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price $$0.790
Target Price S$1.23
Upside +55.7%

COMPANY DESCRIPTION

Civmec is an integrated, multi-disciplined
construction and engineering  services
provider to the oil and gas, metals and
minerals, infrastructure, and defence markets.
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STOCK IMPACT LONG-TERM PE BAND

¢ Well-positioned to secure major projects. Civmec has completed several projects during
the year, and continues to secure notable contracts. The surge in activity levels is supported
by major projects such as the supply of subsea structures for the Scarborough and separate
retrievable manifold (SCMS) projects, the Covalent Lithium refinery and additional fabrication
work for the Iron Bridge magnetite project. Australia is also seeing higher activity levels with
the hydrogen industry gaining traction to reduce emissions. As for the defence segment,
since the Australian Government’s Defence Strategic Review in Apr 23, the Australian Navy’s
surface fleet review is likely to be released by end-23. The knowledge and expertise that y y y y -
Civmec gained from its completed projects have placed it in a favourable position to secure w200 ,m 0B
more projects in the future. Source: Bloomberg, UOB Kay Hian

PUBLICLY AVAILABLE INFORMATION SUGGESTED
~A$330B OF TARGETABLE OPPORTUNITIES
ACROSS THE SECTORS CIVMEC OPERATE IN
AUSTRALIA TO FY25

wuesBBs588d

Top-line growth from term contracts and maintenance services. In line with this strategy,
Civmec has renewed or signed new term and maintenance contracts with several clients
including: a) acceptance onto BHP’s Western Australian iron ore operations’ site engineering
panel of contractors. This is a three-year contract with an option for a two-year extension and
allows Civmec to tender for maintenance and capital upgrades across BHP’s Western
Australian iron ore operations in the Pilbara region; b) an “umbrella” services agreement to
provide construction services for the delivery of sustaining capital projects for Rio Tinto
facilities across multiple sites. This is a three-year contract with options for extension; c)
providing multidisciplinary services to Talison Lithium’s Greenbushes mine site and lithium
processing facility, where Civmec is now undertaking a significant portion of regular
shutdown activities; d) a contract extension for the Alcoa Calciner Maintenance Major
Overhaul and Repair Services Contract; and e€) a Master Service Agreement with
Independence Group NL (IGO) for project and maintenance work across its lithium facilities
in Western Australia.

EARNINGS REVISION/RISK
¢ We maintain our earnings forecasts.
VALUATION/RECOMMENDATION

e Maintain BUY with a target price of $$1.23, pegged to 11x FY24F PE (based on 1SD
below five-year mean). We think the current valuation of 8x FY24F PE is attractive, given its
strong growth profile of 10% three-year EPS CAGR for FY22-25 and huge orderbook.
Civmec’s Australian peers are trading at an average of 15x FY24F PE.

SHARE PRICE CATALYST

¢ Earnings surprise due to higher-than-expected contract wins and margin.

Source: BIS Oxford Economics

o Better-than-expected dividend.

o Takeover offer by strategic shareholder given the high barriers of entry for the defence

business.
PEER COMPARISON
Price @ Market PE P/B EV/EBITDA ROE Yield  ------- Net Margin -------

Company Ticker 29-Aug-23 Cap 2022 2023 2024 2023 2023 2023 2023 2023 2024

(Icy) (Us$m) ) () ) X ) (%) (%) (%) (%)
Australia Peers
MONadelphous MND AU 14.33 891 26.1 25.7 213 3.2 13.2 12.6 34 3.1 3.3
NRW Holdings NWH AU 271 784 135 14.3 10.5 2.0 4.8 14.2 5.7 3.2 4.1
Imdex Ltd IMD AU 1515 495 13.6 19.1 135 14 8.4 8.2 2.4 8.5 13.0
Austal ASB AU 1.875 438 8.5 n.a. 133 0.8 15.6 (1.5) 3.7 (0.9 3.3
Average 15.4 19.7 14.6 1.8 10.5 8.4 3.8 35 5.9
Asia Peers
ST Engineering STE SP 3.84 8,837 22.4 205 19.5 4.8 12.9 24.1 4.2 6.0 7.0
Sany Heavy Equip 631 HK 11.52 4,681 20.2 15.1 115 34 10.9 20.8 1.6 10.6 10.6
Favelle Favco FAVCO MK 1.82 92 10.9 7.3 5.7 n.a. 4.8 7.8 24 8.3 9.8
Average 17.8 143 12.2 4.1 9.5 17.6 2.7 8.3 9.2
Singapore Peers
Dyna-Mac DMHL SP 0.39 299 30.7 19.5 15.6 n.a. 15.6 n.a. 15 5.6 5.9
Cse Global CSE SP 0.485 220 54.5 14.4 11.9 14 7.2 9.7 5.7 31 33
Penguin Int PBS SP 0.83 135 173 na. na. n.a. na. n.a. n.a. na. na.
Marco Polo Marine MPM SP 0.049 136 8.2 115 10.0 11 6.8 10.3 0.0 2.2 2.2
Atlantic Nav ATL SP 0.295 114 10.2 na. na. n.a. na. n.a. n.a. na. na.
Average 242 15.1 12.5 13 9.8 10.0 24 3.7 3.8
Civmec CVL SP 0.815 304 9.2 8.4 7.5 12 54 13.7 4.3 7.2 7.1

Source: Bloomberg, UOB Kay Hian
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PROFIT & LOSS

Year to 30 Jun (A$m)

Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income
Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (ad].)

CASH FLOW

Year to 30 Jun (A$m)
Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments
Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact
Ending cash & cash equivalent

2023
830.9
103.1
184
84.7
26
0.0
(4.8)
82.6
(24.9)
(0.0)
577
57.7

2023
95.2
82.6

(24.2)
18.4

0.0
148
(0.3)

40

(19.4)

(19.9)

00

04

01

(46.3)

(202)
455

(63.0)
(8.6)
295
408

0.0
70.4

2024F
1,029.0
103.0
170
86.0
3.0
0.0
(82)
80.8
17.9)
(0.1)
62.8
62.8

2024F
66.2
80.8
17.9)
17.0
0.0
(13.7)
0.0
0.0
(16.0)
(16.0)
0.0
0.0
0.0
(25.3)
(25.3)
0.0
0.0
0.0
24.9
704
0.0
953

2025F
1,107.0
110.7
169
93.9
1.0

0.0
(82)
86.7
(19.2)
(0.1)
67.4
67.4

2025F
778
86.7
(19.2)
169
0.0
(6.5)
0.0
0.0
(16.0)
(16.0)
0.0
0.0
0.0
(30.3)
(30.3)
0.0
0.0
0.0
315
953
0.0
126.8

2026F
1,191.4
1188
16.8
101.9
1.0

0.0
(8.2)
94.7
(21.0)
(0.1)
736
736

2026F
836
94.7
(21.0)
16.8
0.0
(6.9)
0.0
0.0
(16.0)
(16.0)
0.0
0.0
0.0
(30.3)
(30.3)
0.0
0.0
0.0
373
126.8
0.0
164.1

BALANCE SHEET
Year to 30 Jun (A$m)
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 30 Jun (A$m)
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)

2023
4763
172
704
2106
7745
8.0
189.4
485
108.0
4209
©03)
7745

2022

12.4
9.9
6.9
7.7

14.6

2.7
16.5
18.0
13.6
13.6
13.0

118
134
@33
216

2024F
4753
172
95.3
263.1
851.0
8.0
2283
485
108.0
458.4
©02)
85L.0

2023F

10.0
7.9
6.1
1.7

143

238
01)
1)
9.0
9.0
8.9

11.0
123
(85)
126

2025F
4745
172
126.8
284.2
902.7
8.0
2428
485
108.0
4955
©0.1)
902.7

2024F

10.0
7.8
6.1
7.7

14.1

7.6
7.5
7.2
7.2
7.2
7.2

10.2
114
(14.2)
135

2026F
4736
172
164.1
306.7
961.6
8.0
258.3
485
108.0
538.8
©0.1)
961.6

2025F

10.0
8.0
6.2
7.9

142

7.6
73
9.3
9.3
9.3
9.3

9.5
105
(20.0)
145
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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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