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Eco Asia Research: IPO Note
0&G All-Inclusive EPCC Support

STEEL HAWK BERHAD
Company Description

Steel Hawk Berhad ("Steel Hawk") is principally involved in the provision of onshore and
offshore support services for the Oil and Gas ("O&G") industry. Its core principal activities
are, Engineering, Procurement, Construction, and Commissioning (“EPCC”) services for
chemical injection skids and facilities improvement / maintenance of topside O&G
facilities, installation and maintenance as well as supply of oilfield equipment.

Investment Highlight

e  Global economic recovery led to strong demand for EPCC services: The end
of COVID-19in 2021 marks the resilient economy recovery. We saw an increase
of world output of petroleum from 90.64 million (“mn”) barrels per day in 2022
to 92.60mn barrels per day in 2023 — as the Asia-Pacific region was the largest
petroleum products producing region with 34.47mn barrels per day produced
in the same year. This led to a strong global demand within the O&G industry.
Subsequently, more demand for EPCC services to complement the positive
growth.

e Solid EPCC services demand derived from PETRONAS: PETRONAS annual
domestic capital expenditures (“CAPEX”) is projected to grow from RM26.50
billion in 2024 to RM28.00 billion in 2028, registering a compound annual
growth rate (“CAGR”) of 1.34% during the forecast period. As the custodian of
Malaysia’s petroleum resources, its budgets and determines upstream and
downstream oil and gas projects give a positive impact on the participation
rate and revenue stream of OGSE industry players. Hence, strong future
demand for all related EPCC services for offshore and onshore segments.

e New venture in renewable energy (“RE”) industry: The National Energy
Transition Roadmap ("NETR") targets to increase RE's contribution of total
primary energy supply ("TPES") from 4% in 2023 to 23% by 2050. This
expansion provides huge opportunity for Steel Hawk, as the Group aims to
provide EPCC services and facilities improvement /maintenance services for
hydroelectric energy and solar energy.

e Untap growth in new opportunity: Steel Hawk has the essential capability in
providing integrated Hook-up and Commissioning (“HUC”) services to
interconnect platforms, pipelines and associated infrastructure of an O&G
production asset — both onshore and offshore HUC services. Thus, it is a new
opportunity for more sustainable growth in the long run.

Valuation / Recommendation

We derive a fair value of RMO0.35 based on 18x multiple to its FYE2025F EPS of 1.95sen.
The IPO aims to raise approximately RM13.5mn from the issuance of 90mn new shares.
A total of 66.67% of proceeds will be utilised for capital expenditure, 7.41% is allocated
for repayment of bank borrowings and working capital, while the remaining 25.93% of it
will be utilised for listing expenses.

Steel Hawk posted current ratio above 1x at 1.72x (as of FYE2023) — reflecting strong
capacity to repay its current liabilities. While the low gearing ratio below 1x at 0.83x
shows healthy funding ability. Hence, we foresee it to grow steadily and strong in the
future.
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Fair Value: RMO0.35 (+133%)
IPO TIMELINE
Opening Date 16 Aug 2024
Closing Date 23 Aug 2024
Listing Date 5 Sep 2024
IPO Price (RM) 0.15
Expected Return 133%
Market/ Sector Energy
Bursa Code 03049
IPO Details Shares(mn)
Offer for Sale 44.70
Public Issue 90.00
Enlarged share 490.00
RM(mn)

Market Cap 73.50
Shariah compliant Yes
Substantial Shareholders Shares(mn) (%)
Radiant Capital 178.35 36.40
Dato' Sharman 48.95 9.99
Datin Annie A/P V Sinniah 48.95 9.99
Utilisation of IPO Proceeds RM(mn) (%)
Construction of Teluk Kalung Facility 2 7.00 51.85
Working capital 2.00 14.81
Repayment of bank borrowings 1.00 7.41
Estimated expenses for the Transfer 3.50 25.93
Total 13.50 100.00
Allocation Shares(mn) (%)
Public Issue
Malaysian Public via balloting process:

e Public investors 12.25 2.50

e Bumiputera public investors 12.25 2.50
Eligible Parties 12.25 2.50
Placement to selected investors 53.25 10.87
Subtotal 90.00 18.37
Offer for sale
Private placement to Selected Investors 44.70 9.12
Subtotal 44.70 9.12
Total 134.70 27.49
Total enlarged share capital upon listing 490.00
Source: Company Prospectus
Key Financial Summary
FYE Dec (RMmn) 2022A 2023A 2024F 2025F 2026F
Revenue 66.33 72.54 83.42 95.79 110.12
Gross Profit 16.03 20.83 23.96 27.51 31.63
Pre-tax Profit 820 10.34 11.90 13.66 15.70
Core Net Profit 5.07 7.22 8.30 9.53 10.96
Core EPS (Sen) 1.03 1.47 1.69 1.95 2.24
P/E (x) 14.49 10.18 8.85 7.71 6.71
DPS (Sen) 0.18 0.00 0.51 0.58 0.67
Dividend Yield (%) 1.20 0.00 238) 3.89 4.47

Source: Company Prospectus, Eco Asia Resea
EPS, P/E and DPS from 2022A to 2023A (pre-|
for comparative purposes only.
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Company Background

The Group was incorporated in Malaysia on 29 December 2020 as a private limited
company under the name of Steel Hawk Sdn Bhd. On 8 July 2021, Steel Hawk converted
into a public limited company and was listed on the LEAP Market of Bursa Securities on
29 October 2021. Following the incorporation of Steel Hawk Engineering Sdn Bhd
("SHESB") in October 2012, the Group started its initial business activity solely focusing
on the provision of EPCC services for chemical injection skids at offshore exploration and
production platforms in the O&G industry. The following illustration shows milestones
of its history and development.

Key Milestones

« Established footprint in pipeline
& cleaning and maintenance services
in O&G industry by providing
pipeline ingpection gauge (“pig”)
frap systems.

STEEL HAWHK ENGINEERING

= Incorporation of Steel Hawk

Engineering 5dn Bhd ("SHESB")

« Obtained first Petroliam Nasional
Berhad (“PETRONAS") license to
supply preducts and services to the
upstream, midstream and downstream
segments of 0&G in Malaysgia.

*

Secured Price Agreement (or call out
contract’) from PCSB to provide EPCC
services for chemical injection skids to 124
offshore platforms across Peninsular
Malaysia, Sabah and Sarawak, which
marks expansion into East Malaysia.

T

|

Secured first Price Agreement from
PCSB invelving, among others, the
provision, fabrication, installation,
commigszioning, inspection and
maintenance works of pig trap
system in July 2018.

.

« Secured one-off fixed contract from PETRONAS
Carigali 5dn Bhd (“PCSB") for the provision of
EPCC services for 9 chemical injection skids at 3
offshore platforms located within PETRONAS
Carigali's Sarawak Operaticns.

« Certified as an 150 9001:2008 company by NQA

!

.

- Scope of work expanded to include fire
rated doors.

= Secured Price Agreement from PCSE to
provide EPCC services for the supply,
delivery, installation, and maintenance of
fire rated doors at its enshore and
offshore O&G facilities in July 2017.

@ BURSA
L./ MALAYSIA

Listed on LEAP Market on 29
October 2021.

Expanding customer base and
secured customer A (a subsidiary
of a company listed on the Main
Market of Bursa Securities)

« Expanding customer base and
secured Customer F (a subsidiary of
a company listed on the Main Market
of Bursa Securities)

Journey
Continues...

« Reached a major milestone in
establishing ourselves as a one stop
service provider for improvement
maintenance of topside O&G facilities
(including chemical injection skids, fire
rated doors and pig trap systems).

= Secured Price Agreement from PCSBE
involving the provision of onghore
facilities maintenance, construction and
modification services (involving EPCC
services and facilities improvement
maintenance) in December 2015.

Source: Company Prospectus

o
2 SF

.

Expanding customer base and secured
new customers, which are:
Sigma Water Engineering (M) Sdn
Bhd
PBH Engineering Sdn Bhd
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Business activities

EPCC services for chemical injection skids

EPCC services and facilities improvement / maintenance: under the provision of EPCC
services, the chemical injection skid is installed at onshore or offshore exploration and
production facilities (i.e. platforms, rigs or terminals). Meanwhile, facility improvement
/ maintenance refers to the overall improvement and maintenance of O&G facilities. It
covers all upgrades, replacements and modification of corroded or damaged parts and
structures.

Installation and maintenance of oilfield equipment: Supply of the oilfield equipment,
which to be installed and maintained, that cover repair, refurbishment, and replacement
services at customers' sites.

Supply of oilfield equipment: Steel Hawk also supplies and delivers specific oilfield
equipment and / or parts and components to embarkation points. Range of components Installation and Maint of Oilfield Equip
are Pipeline Inspection Gauge (“Pig”) trap system, fire rated doors, oil spill recovery
equipment, etc.

Replaced entire pig trap launcher barrel

Geographical footprint: In order to serve the industry well — the Group facilities are
strategically located nearby the O&G production hubs — which are Kemaman in
Terangganu, and Miri in Sarawak.

EPCC Services for Chemical Injection Skids, Supply of Pig Trap System

Chemical Injection Skid

Our injection
4 module

. Our patented skid designs allow
for space optimisation, mobility,
and modular set-up.

Pig Trap System

Offshore
Platform

Chemical is injected into the O&G pipeline
through a chemical injection quill.

uncher

Involves the use of 'pigs’, which are
pushed along the pipeline from the
launcher enclosure door until it reaches
the receiver enclosure door, cleaning the
pipeline along the way.

0&G Pipeline
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Facilities Improvement / Maintenance of Topside Facilities

Before

"i"r"’ / Pipeline inspection gauge 1 plg’ 7
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BEFORE: Corrodedp

Double leaf fire
Before rated doors _ Oil skimmers

Source: Company

BEFORE: Damaged pig trap
launcher barrel

Source: Company Prospectus
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Revenue and Profitability

The Group’s revenue from FYE2022 to FYE2023 was mainly derived from its EPCC
services and facilities improvement / maintenance segment, which accounted more
than 90% of the total revenue — as of FYE2023. Revenue contributions by business
activities as well as the revenue and profitability from FYE2022 to FYE2023, FYE2024F,
FYE2025F and FYE2026F are as below:

RM'000 Revenue contribution by business activities

250,000
195,225
200,000
150,000 135,259
93,712

100,000 57788 64,927

50,000 7310

’ 1,228 5,782 1,828 5,929 1,970 6,080 2,123 6,235 2,287
FY22 RMmn FY23 RMmn FY24F RMmn FY25F RMmn FY26F RMmn

M EPCC services and facilities improvement/maintenance M Installation and maintenance of oil field equipment

Supply of oilfield equipment

RM'000 Revenue and profitability

250,000
203,747

200,000
143,462

150,000
101,611

100,000 66,326 72,537 58,517

29183 41,203
50,000 16,030 5071 . 20,8337, 220 530114 14,280 . 20,280
[ [ | [ -

FY22 RMmn FY23 RMmn FY24F RMmn FY25F RMmn FY26F RMmn

M Revenue M Gross profit (GP) Profit after taxation (PAT)
Source: Company Prospectus / Eco Asia Research Estimates

Future Plans

e  Facility expansion of new Terengganu fabrication yard — Teluk Kalung Facility 2:

e In line with the anticipated increase in spending on EPCC services in the 0&G
industry, it is expected that the fabrication activities will further increase. Steel
Hawk aims to build new facility to add up additional fabrication capacity of 52
Metric Tonnes (“MT”) of steel pipes. This will optimise the turnaround time of
the EPCC services with minimising possible delays caused by external
subcontractors’ delivery schedules. The construction for new facility is expected
to start in 3Q 2024, while expected operation will be in 3Q 2026.

e  Expansion EPCC services to the renewable energy industry:

e  The Group aims to utilise its transferable-technical expertise in O&G industry
into the RE industry. Steel Hawk will be focusing to provide EPCC services and
facilities improvement /maintenance services to Hydroelectric Energy and Solar
Energy.
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e  To Provide Integrated Hook-up and Commissioning (“HUC"”) Services:

e To provide integrated HUC services to interconnect platforms, pipelines and
associated infrastructure of an O&G production asset. For onshore HUC
services, the Group focus in two areas as below:

e Onshore HUC Services: Onshore fabrication services, System
integration, Assembly, Pre-commissioning of components and
systems.

e  Offshore HUC Services: Transportation and installation (“T&l”),
Hook-up services, installing fabricated components, start-up
commissioning.

Key Risks

Dependent on major customer: Steel Hawk is dependent on PETRONAS group, which
contributed 85.84%, 54.47%, 45.64% and 61.39% to our total revenue for the Financial
Years (“FY”)/ Period Under Review, respectively. In the event of business termination
with PETRONAS, the Group’s business operations and financial performance may be
adversely affected, as it may not be able to find new customer that can contribute
similar revenue size.

Risk of business operation suspension: The O&G services and equipment industry
requires Steel Hawk to be constantly comply with the rules and regulations issued by
PETRONAS in order to meet the Standardised Work and Equipment Categories (“SWEC”)
requirements. Any failure to abide on the regulation may result revocation, suspension,
blacklisting and non-renewal of license — which could cause loss of business to the
Group.

Demand driven by PETRONAL local CAPEX: In the event that PETRONAS group and
other O&G players reduce, delay or terminate their O&G activities, it will cause lower
expansion to their local CAPEX. Consequently, this may have an adverse effect on Steel
Hawk business operation and financial performance due to declining demand of its
services.

Industry Outlook

Malaysian O&G industry growth remains to be solid — which reflected in the increase of
PETRONAS domestic CAPEX — from RM15 billion (“bn”) to RM18.60bn (as of 2022).
Looking forward, the long-term sustainable growth led by the strong support from
PETRONAS is projected to grow from RM26.50 billion in 2024 to RM28.00 billion in 2028,
registering a CAGR of 1.34% (during the forecast period). In addition, the presence of
strategic petroleum reserves coupled with the ongoing influx of investments for more
upstream and downstream oil and gas activities fuels stronger long-term positive
outlook for the industry.
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DEFINITION OF RATINGS

Eco Asia Investment Advice uses the following rating system:

STOCK RECOMMENDATION

BUY Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months.

TRADING BUY Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain.
HOLD Share price may fall within the range of +/- 10% over the next 12 months

TAKE PROFIT Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels.
TRADING SELL Share price may fall by more than 15% in the next 3 months.

SELL Share price may fall by more than 10% over the next 12 months.

NOT RATED Stock is not within regular research coverage.

SECTOR RECOMMENDATION

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index over the next 12
months

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market index over the next 12
months

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market index over the next
12 months

Applicability of ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.

DISCLAIMERS

The information in this report has been obtained from sources believed to be reliable. Its accuracy and/ or completeness is not guaranteed and opinions are
subject to change without notice. It is notintended to provide personal investment advice and does not take into account the specific investment objectives,
the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek financial, legal and other
advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or
availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained
from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in
connection with any use of their content. We accept no liability for any direct or indirect loss arising from the use of this document.

” u

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”,

“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur
or be achieved and other similar expression.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to the applicable laws or regulations. By accepting
this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the jurisdiction
in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with
these limitations may constitute a violation of applicable laws.

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion
and other subjective judgments contained in this report are based on assumptions considered to be reasonable and must not be construed as a
representation that the matters referred to therein will occur. Different assumptions may yield substantially different results and recommendations
contained on one type of research product may differ from recommendations contained in other types of research.
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Published and printed by:

ECO ASIA CAPITAL ADVISORY SDN BHD
Lot 1904, 19th Floor

Tower 1, Faber Towers

Jalan Desa Bahagia, Taman Desa
58100 Kuala Lumpur

Egsearch Office: Rijel sid
ECO ASIA CAPITAL ADVISORY SDN BHD Head, Investment Advice
Lot 1904, 19th Floor

Tower 1, Faber Towers Phone: +60 3 7971 1822
Jalan Desa Bahagia, Taman Desa Fax: +60 3 7972 1821
58100 Kuala Lumpur Email: research@ecoasia-my.com
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