Oil Equipment and Services

June 29, 2015

ks CIMB

SINGAPORE

OFFSHORE & MARINE

RECOMMENDATION

OVERWEIGHT

NEUTRAL

UNDERWEIGHT

SECTOR NOTE

Notes from the Field

TR R

YEO zhi Bin
T (65) 6210 8669
E zhibin.yeo@cimb.com

LIM Siew Khee
T (65) 6210 8664
E siewkhee.lim@cimb.com

Contents

CHARTER PARTY CONTRACT 101 ....covvvvrrvrrrierreneeeaes 3
SUPPLYTIME 2005 — STANDARD FORM OF TIME
CHARTER FOR OSV 6
VALUATION AND RECOMMENDATION ........ovvvmivrnriranns 1

Highlighted Companies

Ezion

35% of Ezion’s fleet of 37 service rigs are on time
charter contracts. These are liftboats, which are
deployed in Southeast Asia. The remaining units are
on bareboat charter. Counterparty risks are
sometimes mitigated through the use of escrow
accounts.

PACRA

PACRA time-charters its entire fleet of 61
wholly-owned OSVs. Hence, it is subjugated to
market and operating risks. For example, in a market
downcycle, it faces downward rate pressures while a
vessel breaking down can be cause for termination.

Swissco

Swissco, which aspires to be an operating company,
currently bareboat-charters its entire fleet of nine
jack-up rigs. For Swissco, we deem that it is
imperative to consider counterparty risks.

Rules of the game

The oil price tumult has shown that charter contracts are not
sacrosanct and that bargaining power lies with the oil customers. We
examine the different forms of charter contracts and evaluate the
appropriate valuation basis to price their respective risks and rewards.

Figure 1: Rig charter cancellations

Date Oil major Rig name Owner
25Jun 15  Statoil COSL Pioneer Semisub COSL
14 May 15 Pemex Three contract cancellations (L781, L1113, B301) Paragon
31 Mar15 BP DS-4 drillship Ensco
31 Mar15 BP West Sirius semisub Seadrill

24 Feb 15 Pemex

Five contract cancellations (Ocean Baroness,

Diamond Offshore

Ambassador, Nugget, Summit, Lexington)

13 Feb 15  Petrobras

Two contract cancellations (West Taurus, Eminence)

Seadrill
SOURCES: CIMB, COMPANY REPORTS

We also delve into one of the most
widely-used forms of time charters for
OSVs, SUPPLYTIME 2005. On a
whole, we keep a Neutral rating on the
sector but reinstate Ezion as one of
our two preferred picks since the
overhang from the AMS legal wrangle
has now passed. Trading below its
liquidation value, PACRA remains the
other key pick. Otherwise, we
maintain our stock ratings, target
prices and earnings estimates.

Rules of the game>»

The biggest fundamental difference
between bareboat and time charter is
that the vessel owner takes on
operational risks in time charter. Thus,
we will term him ‘vessel operator’.
Also, oil majors generally only enter
into time charters. We note that
bareboat charters exist in two forms,
operating or finance lease. Generally,
the terms of the latter are usually
non-negotiable and non-terminable.
For the operator, the onus lies on him
for vessel performance. A vessel
breaking down can be cause for
termination. Hence, the risks for a
bareboat owner, especially one that
leans towards financial leases, are
mainly counterparty and asset risks
(the vessel is taken out of their control)
and not contract cancellations or rate
reductions. A vessel operator faces
operational and market risks. That
said, risks and liabilities from vessel
operations are shared between the
operator and the charterer. In
triangulating valuation methodologies
for bareboat owners, we should apply

heavier weightage for NAV and
‘returns’-based measures, such as
CROCI-EV or ROE-BV. For operators,
the name of the game is really
utilisation. ‘Performance’-based
metrics, such as P/E and EV/EBITDA,
capture some of the execution ability
of operators.

Some interesting facets of
SUPPLYTIME 2005 »

For efficiency, standardised forms of
contracts are often used in offshore &
marine projects. SUPPLYTIME 2005
is one of the most commonly used
forms of time charter for OSVs. An
interesting facet of the form is ‘knock
for knock’, which is a reciprocal
indemnity agreement used to allocate
liabilities between the operator and
charterer (and their respective
contractors). Big Oil typically insists
on an early termination clause, which
gives them the convenience to
terminate charters at any time.
Meanwhile, the substitute vessel
clause allows the operator to provide a
substitute vessel in cases of
non-performance. Hence, having a
sizeable fleet has added benefits to
economies of scale.

Neutral maintained »

We keep a Neutral rating as trough
valuations, especially for
small/mid-oil service providers, are
counterbalanced by a lack of catalysts.
That said, we increasingly see scope
for a tactical trade as the valuation
gap between safe and ‘unloved’
sectors continues to widen.

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT.
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Figure 2: Peers Comparison

Bloomberg Price Target Price Market Cap FD Core P/E (x) 2-year EPS P/BV (x) Recurring ROE (%) EV/EBITDA (x) Dividend Yield (%)
Company Ticker Recom. (Icl curr) (Icl curr) (US$m) CY2015 CY2016 CY2017 CAGR (%) CY2015 CY2016 CY2015 CY2016 CY2017 CY2015 CY2016 CY2017 CY2015 CY2016
Keppel Corporation KEP SP Add 8.32 9.97 11,206 10.1 10.1 11.1 -14.1% 1.34 1.25 13.9% 12.8% 10.8% 10.8 8.8 9.1 4.5% 4.5%
Keppel Corporation SMM SP Reduce 2.87 2.61 4,443 12.2 12.1 14.5 -8.4% 1.86 1.72 16.0% 14.8% 11.5% 7.1 7.1 7.8 3.9% 4.0%
Singapore offshore - big cap weighted average 10.6 10.6 119 -12.8% 1.45 1.35 14.4% 13.2% 11.0% 9.8 8.4 8.8 4.3% 4.3%
Cosco Corporation COS SP Reduce 0.49 0.47 813 22.7 8.8 na 73.0% 0.81 0.79 3.6% 9.1% na 8.6 8.1 na 2.0% 2.3%
Yangzijiang Shipbuilding YZISGD SP Hold 1.41 1.56 4,004 8.1 8.1 9.1 -6.4% 1.10 1.00 14.2% 13.0% 10.6% 6.8 6.3 6.0 3.7% 3.7%
Chinese Shipbuilder weighted average 9.2 8.2 9.1 -0.3% 1.03 0.96 11.7% 12.1% 10.6% 7.3 6.9 na 3.4% 3.4%
Sembcorp Industries SCI SP Hold 3.96 4.30 5.236 10.4 9.5 9.1 -5.4% 1.17 1.09 11.7% 12.0% 11.6% 5.7 4.6 4.2 3.6% 4.0%
ST Engineering STE SP Add 3.35 3.93 7,721 18.2 16.9 15.9 4.5% 4.65 4.41 26.5% 26.8% 26.9% 11.0 10.5 10.7 4.4% 4.7%
SIA Engineering SIE SP Reduce 3.88 3.80 3,229 23.2 21.8 20.7 -3.8% 3.20 3.12 13.9% 14.4% 14.9% 24.6 23.2 22.5 3.8% 4.1%
Industrial conglomerate weighted average 15.1 13.9 13.3 -1.7% 2.25 2.12 15.4% 15.7% 15.5% 8.6 7.6 7.2 4.0% 4.4%
Nam Cheong NCL SP Reduce 0.28 0.28 435 6.7 7.8 8.1 -20.1% 1.19 1.09 19.2% 14.6% 12.9% 6.3 6.2 5.7 5.1% 5.1%
Triyards Holdings Ltd ETL SP NR 0.41 na 98 3.2 2.9 na 7.7% na na 14.6% 14.0% na 3.5 3.2 na 3.1% na
Vard Holdings Ltd VARD SP Reduce 0.60 0.36 520 11.7 11.5 23.7 -8.7% 0.94 0.89 8.2% 8.0% 3.7% 18.9 12.5 17.3 3.3% 3.0%
Singapore-listed OSV builder weighted average 8.7 9.4 12.7 -15.6% 1.04 0.97 12.5% 10.6% 7.5% 11.6 9.6 10.6 4.1% 3.9%

Ezion Holdings EZI SP Add 1.05 1.55 1,223 6.5 5.1 4.8 12.7% 0.88 0.76 14.1% 16.2% 14.8% 7.1 5.7 4.6 0.1% 0.1%
Ezra Holdings EZRA SP Reduce 0.18 0.38 386 3.8 4.3 na -4.9% 0.10 0.10 2.9% 2.4% na 7.0 6.4 na 0.0% 0.0%
Mermaid Maritime MMT SP Hold 0.21 0.24 220 9.9 6.8 4.1 -11.0% 0.37 0.35 3.8% 5.3% 8.2% 3.0 7.9 4.1 5.9% 2.6%
Pacific Radiance PACRA SP Add 0.56 0.85 301 9.3 4.7 4.0 -4.7% 0.66 0.59 7.4% 13.2% 14.0% 11.8 9.2 8.5 1.8% 3.6%
Pacc Offshore Senices Holding POSH SP NR 0.44 na 586 6.9 4.8 4.2 47.0% 0.44 0.43 6.6% 8.3% 10.1% 8.3 6.6 5.9 4.7% 6.2%
Swiber Holdings SWIB SP Reduce 0.17 0.50 116 48.5 na na na 0.15 0.16 0.4% -3.7% na 15.8 47.6 na 0.0% 0.0%
Swissco Holdings SWCH SP Add 0.42 0.61 207 5.2 6.6 5.3 -14.1% 0.72 0.70 16.9% 12.2% 14.5% 12.2 11.8 10.2 5.0% 5.0%
Singapore OSV owner (weighted avg - excl NR 6.8 5.7 4.6 5.3% 0.48 0.45 7.5% 8.5% 13.4% 8.3 8.2 na 1.4% 1.3%

Alam Maritim Resources Bhd AMRB MK NR 0.53 na 129 9.5 8.0 7.8 -2.9% 0.58 0.54 6.1% 6.4% 6.2% 7.8 7.5 7.2 0.8% 0.8%
Coastal Contracts Bhd COCO MK NR 2.72 na 382 6.9 6.6 6.2 6.3% 0.89 0.81 14.0% 13.0% 13.2% 4.5 4.0 3.9 3.2% 3.3%
Malaysia Marine & Heaw Eng MMHE MK Add 1.22 1.50 518 12.8 12.2 12.1 3.7% 0.85 0.82 6.4% 6.9% 6.7% 8.0 7.3 6.7 5.7% 6.6%
Perdana Petroleum PETR MK Hold 1.53 1.61 304 21.2 10.0 9.3 6.9% 1.00 0.80 6.1% 8.9% 8.6% 11.1 7.5 7.0 2.0% 2.6%
Perisai Petroleum PPT MK Reduce 0.46 0.50 146 17.6 9.7 7.7 155.0% 0.63 0.55 3.1% 6.0% 6.7% 8.2 7.4 7.0 0.0% 0.0%
SapuraKencana Petroleum SAKP MK Add 2.41 3.14 3,833 12.4 11.5 10.6 -15.9% 1.77 1.61 10.2% 10.4% 10.7% 11.4 11.0 9.9 2.1% 2.3%
TH Heaw Engineering RH MK Reduce 0.23 0.20 68 na 14.2 9.0 na 0.54 0.47 -1.6% 3.5% 4.7% 27.9 5.1 2.7 0.0% 0.0%
UMW Oil & Gas JMWOG MK Add 1.73 2.78 993 14.4 9.3 9.3 20.4% 3.12 3.10 12.0% 33.3% 33.3% 9.6 7.0 7.0 1.2% 1.7%
Malaysia offshore (weighted avg - excl NR 13.4 11.0 10.2 -4.9% 1.56 1.42 9.0% 10.9% 11.1% 10.7 9.3 8.5 2.1% 2.5%
Logindo Samudramakmur Thk PT LEAD 1J NR 270.0 na 52 7.6 5.0 4.4 -27.0% 0.38 0.35 7.4% 9.9% 10.9% 5.4 4.4 5.0 0.0% 0.0%
Wintermar Offshore Marine WINS 1J Hold 336.0 450.0 102 31.7 5.8 4.9 -11.3% 0.46 0.43 1.5% 7.7% 8.4% 5.8 3.4 3.9 0.0% 0.0%
Samsung Heaw Industries 010140 KS Hold 17,200 19,000 3.557 15.4 10.1 na 61.2% 0.65 0.62 4.3% 6.3% na 11.9 9.0 na 1.5% 1.5%
Hyundai Heawy Industries 009540 KS Add 118,000 200,000 8,033 17.0 9.6 8.3 na 0.58 0.54 3.5% 5.8% 6.3% 12.8 10.8 8.8 0.0% 1.7%
Daewoo Shipbuilding & Marine 042660 KS Add 14,000 25,000 2,400 9.7 5.9 4.3 96.9% 0.53 0.49 5.6% 8.6% 10.9% 11.0 10.6 7.4 2.1% 2.1%
Hyundai Mipo Dockyard 010620 KS Add 68,100 140,000 1,220 14.1 9.1 6.8 na 0.72 0.67 5.2% 7.6% 9.3% 19.3 15.8 14.4 0.0% 1.5%
Korean Shipbuilder weighted average 14.6 8.8 6.8 na 0.60 0.56 4.2% 6.6% 7.6% 12.7 10.8 na 0.7% 1.7%
TK Corp 023160 KQ Add 10,500 21,000 249 9.7 7.5 5.7 29.4% 0.57 0.53 6.0% 7.3% 8.9% 5.7 4.4 3.2 0.1% 0.1%
Sung Kwang Bend 014620 KQ Add 12,400 24,000 318 6.8 6.4 na 9.9% 0.69 0.63 10.7% 10.2% na 4.3 4.2 na 1.2% 1.2%
Korean offshore equipments weighted average 7.8 6.8 5.7 16.4% 0.63 0.58 8.5% 8.8% 8.9% 4.8 4.3 na 0.8% 0.8%
Average (All ex NR co) 12.2 10.1 9.7 79.0% 1.05 0.98 8.7% 9.9% 10.3% 10.2 8.9 na 2.9% 3.3%
Average (All simple) 13.2 8.8 8.9 13.0% 1.05 0.98 8.9% 10.5% 11.5% 10.1 9.2 7.8 2.3% 2.4%

SOURCES: CIMB, COMPANY REPORTS, BLOOMBERG

Calculations are performed using EFA™ Monthly Interpolated Annualisation and Aggregation algorithms to December year ends
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‘ ‘ It's all about the game and
how you play it.
All about control and if you can take

it.

All about your debt and if you can

pay it.

It's all about pain and who's gonna

make it.

“The Game” performed by Motorhead

Rules of the game

CHARTER PARTY CONTRACT 101

Types of charters »

A charter party agreement is a conventional title given to a private contract
between two parties. The typical charter party agreements (CPA) in the OSV
sub-segment are:

1. Bareboat charter — the charterer takes over the complete possession,
manning, operations and maintenance of the vessel. In most cases, the
charterers are vessel-owning companies (in the Singapore context, these are
EMAS Offshore, Pacific Radiance, POSH, etc.) or EPCIC (engineering,
procurement, construction, installation & commissioning) companies, such as
Ezra, Swiber, etc. Oil majors typically do not enter into bareboat charter
contracts.

Functionally, bareboat charters exist in two forms, operating and finance leases.
In accounting speak, a lease is considered a finance lease if it transfers
substantially all the risks and rewards of the leased asset to the lessee.
Otherwise, it is an operating lease.

Bareboat charters in the form of finance leases include sales-and-leaseback or
credit sales, whereby the charter period stretches over a long time and may
include a purchase option. The terms of such bareboat charters (i.e. charter
rates and contract duration) are often non-negotiable and non-terminable. In
this case, the risk to the vessel owner is counterparty risk.

Depending on commerciality, the terms of bareboat charters in the form of
operating leases can be variable, negotiable and terminable, similar to a time
charter.

From the bareboat owner’s perspective, he is assured of regular fixed payments
under a bareboat charter. The downside is that the owner does not retain
control of the vessel and its maintenance schedule.

From the charterer’s perspective, a bareboat charter enables him to deploy the
asset without financing the initial cost of the vessel. The downside is that any
idle time and costs are borne by him while premature termination of the charter
could incur heavy compensation. Also, a substantial portion of the marine risks
are borne by the charterer.

2. Time charter — the charterer hires the vessel for a specified period of time,

with crew and maintenance under the owner’s management. Unlike bareboat
charters, the vessel owner carries the operational risks. For example,

non-performance (i.e. vessel breaking down) can be cause for termination of the
charter. To differentiate between bareboat and time charters, we will term the
vessel owner in a time charter, ‘vessel operator’.

Vessel operators also face market risk. As has been observed, operators are
subjugated to rate reductions in a downcycle. This is because most time charters
are entered into with the oil majors, which have significant bargaining power
over the vessel operators.

From a vessel operator’s perspective, he is assured of income and employment
under a time charter. Furthermore, he retains control of the vessel and is able to
maintain his asset well.

From the charterer’s perspective, time charter rates are better than spot rates
and he is assured of performance by the operator. Risks and liabilities are also
shared between the operator and charterer.
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3. Spot charter — Otherwise known as task, tow or voyage charter. This type
of charter is usually for a specified task. Certain classes of vessels, such as tugs
and barges, are hired on spot charters as they are designed for one-time specific
purposes (i.e. a rig move). The charter rate is based on the spot rate, which is
dependent on the demand and supply conditions in the market. Contrarily, time
charters carry a fixed rate, regardless of fluctuations in the market.

Spot charters usually command higher day rates vs. time charters as it offers the
charterer flexibility of employment (as and when needed). However, in a tight
market, the charterer bears the risk of a vessel being unavailable in the time of
need.

The North Sea market can be considered a true spot market for OSVs,
underpinned by a maritime cluster with the underlying network infrastructure
and a transparent regulatory framework (i.e. established and transparent
broking and financing arrangements are readily accessible to support the hive of
activities there).

Figure 3: Features, risks and rewards of different types of CPA
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Charterer has the right to engage and hire
Master and the Crew

Charterer provides victualing and supplies

Charterer is the Principal Party to all contracts

Charterer undertakes Protection & Indemnity
(P&l) insurance

Charterer will have the right/option to buy the
vessel

Vessel Owner undertakes Hull & Machinery
(H&M) insurance

Vessel, Master and Crew are at the disposal of
the Charterer for specified time-frame

Fixed day rate despite fluctuations in the market

Risks and liabilities are shared between the
Vessel Owner and the Charterer
Charterer pay for bunkers & consumables

Vessel Owner undertakes all insurances

Day/spot rate-based charter

Fluctuations in day rates are based on demand
& supply conditions

Charterer pays only day rate while Vessel Owner
incurs all other costs (ie. bunkers &
consumables)

Reporting time for Vessel Owner is fixed

Time for the trip is subject to weather conditions

> Charterer bears all marine risks

> Charterer bears Idle time and costs

> Charterer will incur heawy liabilities for premature
termination of the CPA

> Charter is responsible for safe re-delivery on "As
Good as Delivered" basis

> Vessel Owner bears all marine risks

> Vessel Owner guarantees performance and
speed

> Repair & maintenance or Class approvals delay
can become a cause for termination of the CPA

> Vessel must be sea-worthy at all times

> Charterer bears risk of vessel unavailability in
time of need

> Vessel Owner ensures that the vessel is in a
thoroughly efficient state at all times

Charterer do not need to finance the initial
cost of the vessel

Charterer has full control on the trading
zones and flag convenience

Vessel Owner is assured of regular fixed
payments

Charterer gets better charter rate vs. spot
price

Charterer gets reliability of senice with
exchange-of-similar-vessel clause in the
CPA

Vessel Owner is assured of income and
employment

Charterer is able to enjoy flexibility of
employment for the vessel

Charterer has to bear higher day rates vs.
time charter

Charterer has limited commitments and
lesser liabilities
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Standardised forms of contracts* »

For efficiency, standardised forms of contracts are often used in offshore &
marine projects. Specifically for OSV chartering, the BIMCO forms are the most
widely used. BIMCO (Baltic and International Maritime Council) is the world’s
largest international shipping association, with 2,300 members from around
130 countries. Starting from the offshore industry in the North Sea and the
well-established Norwegian marine insurance industry, BIMCO has been
instrumental in launching standard CPA forms to facilitate commercial
operations for its members.

BIMCO provides a gamut of standardised forms for different types of CPAs,
OSVs and scopes of work, including 1) CPAs for bareboat charters (BARECON
2001), 2) time charters for OSVs (SUPPLYTIME 2005), 3) ocean towage
agreements on a daily hire basis or lump-sum payment (TOWHIRE 2008 or
TOWCON 2008), 4) barge charters (BARGEHIRE 2008), 5) charters of more
specialised vessels, such as subsea assets (PROJECTCON 2008), and 6)
specialist transportation services for rigs, process modules and offshore
structures (HEAVYCON 2007).

*In one of its efforts to establish itself as a premier international maritime
centre, Singapore, led by the Singapore Maritime Foundation, launched the
Singapore Ship Sale Form (SSF) in 2011 as an alternative form, catering to the
Asian maritime community’s needs. SSF 2011 is concerned with the sale and
purchase agreements of vessels/offshore assets.



https://www.bimco.org/~/media/Chartering/Document_Samples/Time_Charter_Parties/Sample_copy_SUPPLYTIME_2005_09_01_13.ashx
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SUPPLYTIME 2005 — STANDARD FORM OF TIME CHARTER
FOR OSV

Characteristics of SUPPLYTIME 2005 »

By scope and frequency of its practical application, SUPPLYTIME 2005 is one of
the most commonly used CPAs in the offshore industry. SUPPLYTIME 2005 is
the third and latest edition of BIMCO’s standard form of time charter for OSVs.
The first edition of SUPPLYTIME was developed by BIMCO in 1975 and the
second edition in 1989.

The face of SUPPLYTIME 2005 begins with the “famous boxes”. Essentially,
these boxes are used to fill in contract clauses. The information placed in the
boxes is used by the respective clause that references it. In other words, the
boxes are used to make changes to the operative text of the CPA.

Figure 4: Face of SUPPLYTIME 2005 - the “famous boxes”: As shown by boxes 13 and 14, charter party contracts are not
sacrosanct. The charterer is able to terminate the CPA at his convenience
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1. Place and date of contract

BIMCO

TIME CHARTER PARTY FOR OFFSHORE SERVICE VESSELS
CODE NAME: SUPPLYTIME 2005 PART |

2. Owners/Place of business (full style, address, e-mail and fax no.)

3. Charlerers/Place of business (full style, address, e-mail and faxno))

4. Vessel's name and IMO number [ANNEX A)

5. Date of delivery (Cl. 2(a) and (c)) 6. Cancelling date (Cl. 2(a) and (c))

7. Port or Place of delivery (Cl. 2(a))

8. Port or place redelivery/notice of redelivery (Cl. 2(d))
(i) Port or place of redelivery

(i) Number of days” notice of redelivery

9. Period of hire (Cl. 1(&))

10. Extension of period of hire {optional) (Cl. 1(b))
(i) Perod of extension

e

(i) Advance notice brdeg@a%rqp{mn (days)
N N
11. Automatic extension period to complete voyage or well (Cl. 1(c)) 12. Mobilisation QQQD'\EM'JJ H} N
(i) Voyage or well (state which) (i) Lump 5«""“_- — /_: \/'
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(i) State yes, if applicable

(i) If yes, state amourt of hire payable

13. Eady termination of charter (state amount of hire payable) (Cl. 31(a)) /"‘-»

14 Nimberofdays notice ofeal-h
fermination (Cl. 31(a))
N

/

15. Demobilisation charge (lump sum)
Gl 2(e) and C1. 31 (a))

A

16. Area of operation (Cl. &(a))

17. Employment of vessel restricted to (state nature of services|s)) (CL. 6(a))
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SOURCES: CIMB, BIMCO

In addition, SUPPLYTIME 2005 contains 38 clauses that can be grouped into
five categories, namely 1) operative data (identifies the parties, purpose,
limitations and hire period), 2) explanatory clauses (defines operative terms and
interprets obligations of the parties), 3) responsibilities (defines obligations of
each party and details of payments), 4) compliance (states class requirements,
flag state and legislative compliances), and 5) maritime laws/conventions (lists
insurances, liabilities and indemnities under specific events, such as collision,
pollution, etc. )
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Figure 5: SUPPLYTIME 2005 contains 38 clauses that can be grouped into five categories, namely operative data, explanatory

clauses, responsibilities, compliance and maritime laws/conventions

PART Il
SUPPLYTIME 2005 Time Charter Party for Offshore Service Vessels

Definitions 1 the expiration or earlier termination of this Charter Party 67
“Owners” shall mean the party stated in Box 2 2 free of cargo and with clean tanks at the port or place 68
“Charterers™ shall mean the party stated in Box 3 3 as stated in Box 8(i) or such other port or place as may 69
“Vessel” shall mean the vessel named in Box 4 and 4 be mutually agreed. The Charterers shall give notless 70
with particulars stated in ANNEX “A” 5 than the number of days notice in writing of their intention 71
“Well” shall mean the time required to drill, test, B to redeliver the Vessel, as stated in Box Biji). 72
complete and/or abandon a single borehole including 7 (e) Demobilisation. - The Charterers shall pay a lump 73
any side-track thereof. 8 sumdemobilisation charge without discount in the amount 74
“Offshore Unit” shall mean any vessel, offshore 9 as stated in Box 15 which amount shall be paid on the 75
installation, structure and/or mobile unitused inoffshore 10 expiration or on earlier termination of this Charter Party. 76

exploration, construction, pipe-laying or repair, 11
exploitation or production. 12 3 Condition of Vessel 77
“Employees” shall mean employees, directors, 13 (a) The Owners undertake that at the date of delivery 78
officers, servants, agents or invitees. 14 under this Charter Party thed/essel shall be of the 79
description and Class as §pedgijfied in ANNEX "A", 80
1. Charter Period 15 attached hereto, and in a thdroughly efficient state of 81

(a) The Owners let and the Charterers hire the Vessel 16 hull and machinery. 82
for the period as stated in Box 9 from the time the Vessel 17 S a3
is delivered to the Charterers. 18 84
(b) Subjectto Clause 12(b), the Charterers have the 19 85
option to extend the Charter Period in direct continuation 20 86
for the period stated in Box 10(i), but such an option 21
must be declared in accordance with Box 10(ji). 2 4. 87
(c) The Charter Period shall automatically be 23 88
extended for the time required to complete the voyage 24 89
or well (whichever is stated in Box 11(i)) in progress, 2§ 90
such time not to exceed the period stated in Box 11(ii). 26 91
92
2. Delivery and Redelivery 27 the Charterers’ expense, to her original 93

(a) Delivery. - Subject to Clause 2(b) the Vessel shall 28
be delivered by the Owners free of cargo and with clean
tanks atany ime between the date stated,j

the date stated in Box 6 at the port o
Box 7 where the Vessel can safely lie ahy

he Vessel is to remain on hire during any 94
period~of these alterations or reinstatement. The 95
Charterers shall at all times be responsible for repair 96
and maintenance of any such alteration or additional 97
equipment. However, the Owners may, upon giving 98

(b) Mobilisation. — notice, undertake any such repair and maintenance at 99
(i)} The Charterers shall pay a lump the Charterers’ expense, when necessary for the safe 100
charge as stated in Box 12 wi 35 and effident performance of the Vessel. 101
(ii) Should the Owners agree{o the 36
and transporting cargo_andig 37 5 Survey 102
other service for the Charterers en route tp 38 The Owners and the Charterers shall jointly appoint an 103
port of delivery or, 39 independent surveyor for the purpose of determining 104
all terms andog ditions 40 and agneemg |nwr|1|ng hec:ondmonofhe‘\."essel any 105

SOURCES CIMB, BIMCO

At the end of the form are Annex A, which offers a detailed assessment of the
vessel’s specifications and capabilities, and Annex B, which states the various
insurances to be obtained by the charterer and operot. Sometimes, the contract
parties also insert special rider clauses to the CPA. These are additional clauses
or clauses designed to change the wording of the standard forms.
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Figure 6: Annex A — vessel specification Figure 7: Annex B —insurance policies
ANNEX “A” to Time Charter Party for Offshore Service Vessels
Code Name: SUPPLYTIME 2005 ANNEX “B” to Time Charter Party for Offshore Service Vessels

Code Name: SUPPLYTIME 2005

VESSEL SPECIFICATION
. General (

Stabilisers:

(a) Owner: Name: (% Bow Thruster(s): INSURANCE
Address: (g) Stem Thruster(s)

(b) Operator: Name: (h) Propellers’Rudders: \"swenw:chaafsacwcate:tbe:mwajarj
maintained by the Owners under Ciause 17:
Address: (

Number and Pressure Rating of Bulk Compressors:

Mari ce. - Hull and Machinery Insurance shall be provided withimis equal to fose nomaly carred by the Owners fo e Vessi
© Vessefs Name Buider: p (1) Maring HyllInsurance. — Hull and Machinery Insurance shallbe provided with imis equal to fose nomnally carried by the Owners for e Vessel

Fuel Oil Metering System

(d) Year buit: 5. Towing and Anchor Handling Equipment )
with coverage equivalent o the cover provided by members f the International Group Protection and Indemni
(e) Type: (a) () Stern Roller (Dimensions). 8 Kt of G o s i USD ge eql p ¥ P y
() Classification and Society: (i) Anchor Handing/Towing Winch: event. The cover shallinchude fabilty for colision and damage to ixed and floaing obiects to the extent not
(@) Fag: (i) Rig Chail Locker Capacity (linear feet of
. ) ) per person
(h) Date of next scheduled drydocking 3in. Chain) e
2. Performance (iv) Tugger Winches:

\ @

(a) Certfied Bollard Pul (Tornes): () Chain Stopper Make and Type: s and other persons for whom Owners are kable as employer pursuant fo appécable law for

; which the Owners may become legally obliged 1o pay benefis

Speed/Consumption (Non-Towing) (

(i) TowingWire: _

(Approx. Daily Fuel Consumption) (Fair Weather) (i) Spare Toy (QWJ!E'\\‘\

(i) WolcWig, ) ) )
Max Speed Kis (app) Tonnes sN /

v & rk .
Service Speed: Kis (app) Tonnes ) x‘\’a’?’w‘\\&
/,{v] Q\hq}ncmv }januh

( ~ N,/
\ { (eg Relicar Hooks, Shackles, Stretchers efc.):
NN ]

Property Damage In an amount equivaient to
single imit per ocouTence.

uipment
Standby (main engines secured): Tonnes &
(6) Such otherinsurances as may be agreed

Approx. TowingMorking Fuel Consumption

Responsibilities and liabilities under SUPPLYTIME 2005 »

We detail some of the key responsibilities and liabilities undertaken by the
vessel operator and charterer under SUPPLYTIME 2005. At the heart, these
clauses enforce the performance of the contract.

The charter period specifies the period for which the vessel will be under hire
and includes an extension option. In today’s environment, the typical term
charter is around one year, with an extension period of one month. The neither
long nor short period reflects the uncertainties that both the vessel operators
and oil customers face in the sector’s paradigm shift. The two are locked in tight
tension as operators are unwilling to lock themselves in at depressed rates for a
lengthy period but are also keenly aware of the need to stymie losses during the
downcycle. Faced with budget cuts, the oil majors are also adopting a
wait-and-see attitude, with hopeful anticipation that rates could dive even lower
as newbuildings flood the market. The push-and-pull forces have resulted in a
market norm of a one-year charter period.

Vessel delivery. The vessel delivery clause is a condition preceding the
formation of the contract, detailing for the vessel to be delivered at a specified
location and date (i.e. the vessel has to be delivered between the delivery date
and the cancelling date). Depending on the location, the typical period between
the delivery and cancelling dates is 7-14 days. Additionally, the vessel has to
comply with the description in the CPA. If the vessel does not arrive in time and
the charterer does not agree to any extension, then the CPA can be terminated.

Operators’ responsibilities. The operator is responsible for the wages of the
master, officers and crew as well as maintenance of the vessel during the charter
period. The operator also undertakes all insurances.

Charterers’ obligations. During the charter period, the charterer pays for all
other operating costs, including bunker fuel, consumables (i.e. lubricants, water,
dispersants), port expenses, pilotage and stevedoring costs.

Hire and payments form the consideration of the CPA. It states the daily
charter rate of the vessel, the hire rate computation method and extension hire.
It also details the invoicing procedures and bank account details. To ensure
timely payments for the operator, interests rates and late payment provisions
are also applied.

Generally, invoices are issued monthly and paid within 30-60 days from the
date of the invoice. When the operator does not receive payments by the due
date, he notifies the charterer and may also suspend the performance of the
contract. If payment has not been received after five days following the
notification, the operator may withdraw the vessel and terminate the CPA.
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Suspension of hire protects the charterer from the non-performance of the
contract. The charterer does not pay hire for time lost if the vessel is not in
working condition due to a deficiency of crew or breakdown of machinery. That
said, the charterer grants the operator a maximum of 24 hours on hire per
month for maintenance and repairs. Hire can be suspended when the time used
for maintenance exceeds the stated allowance.

Meanwhile, the operator’s liability for any loss borne by the charterer as a result
of the vessel being prevented from working is limited to the suspension of hire.

Substitute vessel. To offer operators some flexibility, the substitute vessel
clause allows the operator to provide a substitute vessel, as agreed previously by
the charterer. The clause helps to prevent the disruption of performance.

Key clauses that could make or break your investment »

Additionally, SUPPLYTIME 2005 includes critical clauses for limiting liabilities,
such as indemnities, liquidated damages, limitation of liability as well as exit
clauses, including determination of breaches of contracts, termination clauses,
etc.

‘Knock for knock’ indemnity. The ‘knock for knock’ agreement, also called
the reciprocal indemnity agreement, is used to provide a clear allocation of
liabilities between the vessel operator and charterer (and their respective
contractors), regardless of who is at fault. Under the agreement, the operator
and charterer agree to take full responsibility for bodily injury or property
damage claims made by its own employees, regardless of which party may
actually be responsible for the injury (with the exception of gross negligence).
Essentially, knock for knock’ deals with liabilities and indemnities arising for
various parties within the operator group and the charterer group. It is a
shorthand way to assign insurance risk.

To illustrate, if a vessel is on hire with an oil major and comes into collision with
the customer’s platform, ‘knock for knock’ protects the vessel operator from
claims for damages, even if it is shown that the damage is caused by the
operator’s negligence. The operator will accordingly be responsible for damages
for his vessel while the oil major will be responsible for damages to its own field
equipment. Hence, ‘knock for knock’ is useful in avoiding cases of disputes,
helps to make operations more efficient and manages insurance risks.

The right to limit liability. The operators and charterers have the right to
limit their liabilities for property damage and personal injury, typically based on
a formula on the gross tonnage of the vessel. The spirit behind this principle is
simply the risk/reward ratio for vessel operators. The support vessel may be
earnings tens of thousands of dollars per day vs. the hundreds of thousands per
day for the rig operators and the millions per day for an oil company.
Consequently, the oil companies and rig operators can absorb large losses vs.
the OSV operator.

The pollution indemnity clause is set to allot the liabilities for any loss or
damage arising from pollution caused in the process of a works contract. In
principle, causation comes first and then the party responsible for the root cause
and contributory causes, if any. Subsequent to the Deepwater Horizon blowout,
vessel operators and oil majors place more emphasis than ever before on
pollution indemnity clauses.

Penalty clauses are designed to dissuade parties from breaching contract
terms through poor performance. Such clauses are known as liquidated
damages clauses and are based on a genuine approximation of actual damages
and are largely enforceable in the courts. The parties designate a fixed sum
during the formation of the CPA for the injured party to collect as compensation
upon a specific breach. However, neither party is liable to the other for any
defined consequential damages. An example of consequential damages is the
loss of foreseeable profits.
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The early termination clause offers charterers the convenience or option to
terminate the CPA at any time. Usually, the charterers have to give a 1- to
3-month termination notice and may compensate the operator for early
termination. This clause is generally insisted upon by international oil
companies (Big Oil) or national oil companies.

Termination clauses are usually written on a mutual basis, enabling either
contract party to bring the contract to an end. A simple termination clause will
commonly consist of two basic elements, namely, breach of contract or
insolvency/receivership.

Clauses in SUPPLYTIME 2005 that invoke automatic termination include class
approval delays, bankruptcy, non-payment of hire as well as breakdown and
loss of vessel within a specific period. For the latter two, the operator is able to
remedy the non-performance by providing a substitute vessel.

Force majeure. Translated from French as ‘superior force’, this is a clause
that frees both parties from obligations when an unexpected
event/circumstance beyond their control prevents them from fulfilling their
obligations. Essentially, force majeure is a catch-all risk clause.

Common grounds for force majeure are the outbreak of war, government
requisition or intervention, perpetration of a crime, rioting and striking as well
as acts of God, such as natural disasters, including hurricanes, tornadoes,
tsunami, flooding and earthquakes.
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VALUATION AND RECOMMENDATION

Understanding the rules of the game (vessel owner
perspective) »

An appreciation of the rules of the game allows us to better price the risks and
rewards of asset owners. The biggest fundamental difference between bareboat
and time charter contracts is that vessel owners take on operational risks in time
charter contracts. There is also a difference in the identities of charterers as oil
majors generally only enter into time charters and not bareboat contracts.

In addition, we have to differentiate between types of bareboat charters,
distinguishing between an operating or finance lease. If the bareboat charter is a
finance lease (i.e. sale and leaseback), then the risk for a bareboat owner is
mostly counterparty risk. The terms of such a bareboat charter are usually
non-negotiable and non-terminable. If the bareboat charter is an operating
lease, then the bareboat owner is subject to market risks. For example, in a
market downcycle, the bareboat owner faces downward pressures in rates while
contracts could also be terminated. In both forms, the owner faces asset risks as
the vessel is not in his control.

For the owner in a time charter, the onus lies on him for vessel performance. A
vessel breaking down can be cause for termination. He is also subject to market
risks as the early termination clause allows the charterer to end the CPA at its
convenience.

Through the looking glass »

For bareboat owners who lean towards financial leases, you should consider
their counterparties to evaluate the likelihood of default. Also, accessibility to
cheap funding and balance sheet strength are competitive advantages for
bareboat charterers. That said, the latter is generally true for asset owners.

For vessel operators, you should examine their control and work processes, crew
and equipment to gauge their operational strengths. Moreover, having a
sizeable fleet is a competitive advantage as it allows the operator to not only
enjoy economies of scale but also invoke the substitute vessel clause to keep the
CPA alive. Having the right fleet mix for the right region is also imperative.

Keeping this in mind, we profile the fleet mix of the asset owners in our
coverage, Ezion, PACRA and Swissco. We find that 35% of Ezion’s fleet of 37
service rigs are on time charter contracts. These are liftboats that are deployed
in Southeast Asia.

Swissco, which aspires to be an operating company, currently bareboat-charters
its entire fleet of nine jack-up rigs. On the other hand, PACRA time-charters its
entire fleet of 61 wholly-owned OSVs.

Figure 8: Ezion operates 35% of its fleet
of 37 service rigs. The operated units are
liftboats working in ASEAN

Time
charter,
35%

areboat
charter,
65%

= Bareboat charter ™ Time charter

SOURCES: CIMB, COMPANY REPORTS

Figure 9: PACRA time-charters its entire
fleet of 61 OSVs

Figure 10: Swissco bareboat-charters its
fleet of nine jack-up rigs

® Bareboat charter ™ Time charter bost ch "
= Bareboat charter ™ Time charter

SOURCES: CIMB, COMPANY REPORTS SOURCES: CIMB, COMPANY REPORTS
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The fact that about two-thirds of Ezion’s fleet of 37 service rigs and Swissco’s
entire fleet of nine jack-up rigs are chartered out on a bareboat basis suggests
that we should consider their counterparties, especially if some of these charters
are finance leases in nature.

For Ezion and Swissco, the counterparty risk is sometimes mitigated through
the use of an escrow account, where payments are disbursed to relevant parties
from the bank account, per standing instructions. Therefore, the owner and the
operator are ensured of their payments. Still, we note that there are some
receivable/default risks if there is a mismatch between the time-charter periods
as defined by the operator and oil customer and the bareboat period as defined
by the vessel owner and operator. For example, if the vessel is no longer on hire
with the oil customer, the oil customer does not need to make payments, but the
operating company is still obliged to make payments to the owner if the vessel
remains on bareboat hire.

Figure 11: lllustration of the three-way operatorship model: counterparty risk can be
somewhat mitigated through the use of an escrow account

Vessel owner

100% ownership

Bareboat charters rig to an operator
for a specified time frame

Operating

Service rig
company

A

- Operates and contracts rig to an
AN , Payment for oil customer, the ultimate end-
Payment for . 7" crewing of vessel user
bareboat charter N z

Escrow -
account Qil customer

The oil customer makes payments to an escrow account
which ensures that payments would be disbursed to the
relevant parties from the bank account

Triangulating valuation methodologies for bareboat and time
business models »

In our view, most investors favour a bareboat business model over a time
charter due to the surety of fixed and regular payments of a bareboat contract.
Moreover, the bareboat business model is deemed to be much ‘cleaner’ and
easier to understand. On the surface, profitability measures rank a bareboat
owner higher than a vessel operator. In fact, the EBITDA margins under a
bareboat business model are 100%. When the vessels are contracted, a bareboat
owner also scores 100% utilisation vs. an operator.

However, we now know that using such operational metrics to judge a bareboat
owner, especially if the charters are finance leases in nature, is simply missing
the point. Instead, we deem that ‘returns’ measures, such as return on invested
capital and return on equity, are a better way to evaluate bareboat owners.

In triangulating valuation methodologies for bareboat owners, we apply heavier
weightage for NAV calculations through discounted cash flow models and
‘returns’-based valuations, such as CROCI-enterprise value or ROE-BV. NAV
calculations are also a useful reference point as O&M stocks tend to significantly
overshoot NAV in a bull market and undershoot in a bear market. Significant
premiums or discounts serve as indicators for exit and entry levels, respectively.
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For operators, the name of the game is really utilisation. Due to the additional
layer of crew and maintenance costs, the operating leverage for a time charter
business model is higher than a bareboat’s. Utilisation is the double-edged
sword that either amplifies profits or incurs hefty losses, depending on the
operator’s ability to maintain the sea-worthiness of the vessel during the
contract and keep the vessel gainfully employed when the existing contract rolls
over.

We regard that ‘performance’-based metrics, such as P/E and EV/EBITDA, do
capture some of the execution ability of operators.

Finally, we believe that bareboat owners naturally evolve into operators,
especially if they desire to entrench themselves in the industry. One of the
motivations is that bareboat owners do not directly work with the oil customers
and therefore may not be able to sufficiently understand specific field
requirements and future demand trends. Working directly with the oil majors
also bring about a closer relationship. Another important factor is the desire to
maintain the asset properly as an owner loses control of his vessel in a bareboat
charter.

Neutral maintained »

We keep a Neutral rating on the sector as trough valuations, especially for
small/mid-oil service providers, are counterbalanced by a lack of catalysts. That
said, we increasingly see scope for a tactical trade as the valuation gap between
safe and “‘unloved’ sectors continues to widen.

PACRA remains our small/mid-cap top pick, supported by its newbuild
programme (i.e. implies earnings growth and increase in market share) as well
as attractive valuations (the stock is trading below its liquidation value).

We also reinstate Ezion as our small/mid-cap top pick since the overhang from
the AMS (Atlantic Marine Services) legal wrangle has now passed. Accordingly,
AMS has withdrawn its suit against Ezion. There has also been a change in the
management of AMS. Following this, AMS intends to cooperate and work
closely with Ezion to support the operations of the three service rigs in the
North Sea.

Where do we differ from consensus? As Ezion has also grown its fleet
considerably over the years, we view that investors should start looking at Ezion
from a portfolio perspective vs. bean-counting the individual vessels. In a
portfolio, there will inevitably be some units that outperform and some that run
into trouble.

We have modelled in a fleet utilisation of 80% to incorporate this portfolio effect.
This implies that for FY15, we project that Ezion’s fleet will not contribute for
20% of the total available vessel days. As observed, the downtime could stem
from various factors, such as technical issues with the service rigs or the rigs
encountering accidents. The units could also experience downtime in between
contracts. Meanwhile, we estimate that two units are required to undergo
mandatory dry-docking in 2015 due to the 5-year periodic surveys. We also
think that the 80% utilisation assumption factors in any unexpected contract
cancellation/defaults.

As a result, our FY15-17 EPS estimates are 15% lower than consensus. We view
that the consensus is too optimistic/unrealistic in incorporating 100% uptime
for Ezion’s fleet. Despite the conservatism, we still project a 2-year EPS CAGR of
19% through 2015-17, thanks to oncoming units that secured contracts prior to
the oil price ballyhoo.

Lastly, we least prefer Ezra, which faces multiple headwinds from offshore
support and subsea, and Vard, which is suffering an order drought.
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Figure 12: Rigbuilders’ 12-month rolling forward core P/E Figure 13: Rigbuilders’ rolling P/BV
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Figure 14: Small/mid-cap oil services’ 12-month rolling forward  Figure 15: Small/mid-cap oil services’ rolling P/BV
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DISCLAIMER #03
The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and
belongs to CIMB and is distributed by CIMB.
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 law or regulation.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions
set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure
to comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (i)
redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB.
The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. CIMB
may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the periodicity of
reports at any time. CIMB is under no obligation to update this report in the event of a material change to the information contained in this report.
CIMB has no, and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (i)
ensure that the content of this report constitutes all the information a prospective investor may require, (i) ensure the adequacy, accuracy,
completeness, reliability or faimess of any views, opinions and information, and accordingly, CIMB, or any of their respective affiliates, or its
related persons (and their respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever
for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance
thereon or usage thereof. In particular, CIMB disclaims all responsibility and liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon sources which CIMB considers to be reasonable. Such sources will, unless otherwise
specified, for market data, be market data and prices available from the main stock exchange or market where the relevant security is listed, or,
where appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published statements
of the company(ies), information disseminated by regulatory information services, other publicly available information and information resulting
from our research.
Whilst every effort is made to ensure that statements 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 as of the date of the
document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may,
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf
of CIMB or its affiliates to any person to buy or sell any investments.
CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in
securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or
may be materially interested in, any such securities. Further, CIMB, its affiliates and its related companies do and seek to do business with the
company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in
securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform
significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such
investment, advisory or other services from any entity mentioned in this report.
CIMB or its affiliates may enter into an agreement with the company(ies) covered in this report relating to the production of research reports.
CIMB may disclose the contents of this report to the company(ies) covered by it and may have amended the contents of this report following
such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or
her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However,
the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the
performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the
solicitation of the businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality,
available on request.
Reports relating to a specific geographical area are produced by the corresponding CIMB entity as listed in the table below. The term “CIMB”
shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in
every other case, CIMB Group Holdings Berhad ("CIMBGH") and its affiliates, subsidiaries and related companies.
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Country CIMB Entity Regulated by

Hong Kong CIMB Securities Limited Securities and Futures Commission Hong Kong

India CIMB Securities (India) Private Limited Securities and Exchange Board of India (SEBI)

Indonesia PT CIMB Securities Indonesia Financial Services Authority of Indonesia

Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia

Singapore CIMB Research Pte. Ltd. Monetary Authority of Singapore

South Korea CIMB Securities Limited, Korea Branch Financial Services Commission and Financial Supervisory Service
Taiwan CIMB Securities Limited, Taiwan Branch Financial Supervisory Commission

Thailand CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand

(i) As of June 28, 2015, CIMB has a proprietary position in the securities (which may include but not limited to shares, warrants, call warrants
and/or any other derivatives) in the following company or companies covered or recommended in this report;

(@) Bumi Armada, Cosco Corporation, Daewoo Shipbuilding & Marine, Ezion Holdings, Ezra Holdings, Hyundai Heavy Industries, Hyundai
Mipo Dockyard, Keppel Corporation, Malaysia Marine & Heavy Eng, Nam Cheong, Pacific Radiance, Perisai Petroleum, Samsung Heavy
Industries, SapuraKencana Petroleum, Sembcorp Industries, Sembcorp Marine, SIA Engineering, ST Engineering, Swiber Holdings, Swissco
Holdings, TH Heavy Engineering, UMW Oil & Gas, Vard Holdings Ltd, Yangzijiang Shipbuilding

(i) As of June 29, 2015, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may
include but not limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or
recommended in this report:

(@ -

This report does not purport to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any
guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such
information and opinion contained in this report. Neither CIMB nor any of its affiliates nor its related persons shall be liable in any manner
whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any
reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’
clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific
person who may receive this report. The information and opinions in this report are not and should not be construed or considered as an offer,
recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative
instrument, or any rights pertaining thereto.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report.
The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer
to subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments
and it is not intended as a solicitation for the purchase of any financial instrument.

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the
time of the publication of the information.

The current priceslyields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that
neither the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of
this report.

Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the
Securities and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance)
activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB
Securities Limited. The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial
Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such
recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report.

This publication is strictly confidential and is for private circulation only to clients of CHK.

CIMB Securities Limited does not make a market on the securities mentioned in the report.

India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (“CIMB India”) which is registered with the National
Stock Exchange of India Limited and BSE Limited as a trading and clearing member under the Securities and Exchange Board of India (Stock
Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India
(Investment Advisers) Regulations, 2013, CIMB India is not required to seek registration with the Securities and Exchange Board of India
(“SEBI") as an Investment Adviser. CIMB India is registered with SEBI as a Research Analyst pursuant to the SEBI (Research Analysts)
Regulations, 2014 ("Regulations").

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for
and does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients
should rely on their own investigations and take their own professional advice before investment.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or
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filed or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve
Bank of India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in
India is being made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.
The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to
investment banking or capital markets transactions performed or proposed to be performed by CIMB India or its affiliates.

Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI"). The views and opinions in this research report are
our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the
Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to update
its opinion or the information in this research report. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian
citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market laws and
regulations.

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold
within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer
within the meaning of the Indonesian capital market law and regulations.

Ireland: CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CIMB acting
as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB") solely for the benefit of and for the exclusive use of
our clients. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient,
our obligations owed to such recipient therein are unaffected. CIMB has no obligation to update, revise or reaffirm its opinion or the information in
this research reports after the date of this report.

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial
Advisers Act 2008.

Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR”). CIMBR is a financial adviser licensed under the Financial
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, whether in
electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avalil itself to any
prescribed exemptions.

Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #19-00 Singapore Land Tower, Singapore in respect of any
matters arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report.
This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not rely,
use or disclose to anyone else this report or its contents.

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility for
the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor,
expert investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements under the FAA
and its attendant regulations, and as such, is exempt from complying with the following :

(@) Section 25 of the FAA (obligation to disclose product information);

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be
reasonably expected to rely on the recommendation) of the FAA;

(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03];

(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];

(e) Section 36 (obligation on disclosure of interest in securities), and

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted
by applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice
notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor
acknowledges that a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any
loss or damage arising from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available
to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising
from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under
Section 27 of the FAA.

As of June 28, 2015, CIMBR does not have a proprietary position in the recommended securities in this report.
CIMB Securities Singapore Pte Ltd and/or CIMB Bank does not make a market on the securities mentioned in the report.

South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea” which is licensed as
a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this
report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea
(“FSCMA").

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any
investment decision. This document does not constitute a public offering of securities.
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CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments
described herein and may not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of
banks issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report have
not been and will not be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and
regulations and may not be offered or sold within the Republic of China through a public offering or in circumstances which constitutes an offer or
a placement within the meaning of the Securities and Exchange Law of the Republic of China that requires a registration or approval of the
Financial Supervisory Commission of the Republic of China.

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Company Limited (“CIMBS”) based upon sources believed to be
reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at
after due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CIMBS has no
obligation to update its opinion or the information in this research report.

If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our
obligations owed to such recipient are unaffected.

CIMB Securities (Thailand) Co., Ltd. may act or acts as Market Maker and issuer including offering of Derivative Warrants Underlying securities
of the following securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making
investment decisions.

AAV, ADVANC, AIT, AMATA, ANAN, AOT, AP, ASP, BANPU, BAY, BBL, BCH, BCP, BEC, BECL, BGH, BH, BIGC, BJC, BJCHI, BLAND, BMCL,
BTS, CENTEL, CK, CPALL, CPF, CPN, DELTA, DEMCO, DTAC, EARTH, EGCO, ERW, GFPT, GLOBAL, GLOW, GUNKUL, HANA, HEMRAJ,
HMPRO, ICHI, IFEC, INTUCH, IRPC, ITD, IVL, JAS, KBANK, KCE, KKP, KTB, KTC, KTIS, LH, LOXLEY, LPN, M, MAJOR, MC, MEGA, MINT,
NOK, PS, PSL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, RML, ROBINS, SAMART, SAWAD, SCB, SCC, SCCC, SF, SGP, SIM, SIRI, SPALI,
SPCG, SRICHA, STA, STEC, STPI, SVI, TCAP, THAI, THCOM, THREL, TICON, TISCO, TMB, TOP, TPIPL, TTA, TTCL, TTW, TUF, UV, VGI,
TRUE.

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the
policy of the Office of the Securities and Exchange Commission. The survey of the 10D is based on the information of a company listed on the
Stock Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public
investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.
The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may
be changed after that date. CIMBS does not confirm nor certify the accuracy of such survey result.

Score Range: 90 - 100 80 -89 70-79 Below 70 or No Survey Result
Description: Excellent Very Good Good N/A

United Kingdom: In the United Kingdom and European Economic Area, this report is being disseminated by CIMB Securities (UK) Limited
(“CIMB UK"). CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge, London,
SW1X7YB. This report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible
counterparties and professional clients of CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d)
(“high net worth companies, unincorporated associations etc”) of the Order; (d) are outside the United Kingdom, or (e) are persons to whom an
invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in
connection with any investments to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such
persons together being referred to as “relevant persons”). This report is directed only at relevant persons and must not be acted on or relied on
by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons
and will be engaged in only with relevant persons.

Where this report is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not
constitute independent “investment research” under the applicable rules of the Financial Conduct Authority in the UK. Consequently, any such
non-independent report will not have been prepared in accordance with legal requirements designed to promote the independence of investment
research and will not subject to any prohibition on dealing ahead of the dissemination of investment research. Any such non-independent report
must be considered as a marketing communication.

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered broker-dealer
and a related company of CIMB Research Pte Ltd, CIMB Investment Bank Berhad, PT CIMB Securities Indonesia, CIMB Securities (Thailand)
Co. Ltd, CIMB Securities Limited, CIMB Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional
Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose
ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional
experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this
communication. The delivery of this research report to any person in the United States of America is not a recommendation to effect any
transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC
member and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned
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securities please contact a registered representative of CIMB Securities (USA) Inc.
CIMB Securities (USA) Inc does not make a market on the securities mentioned in the report.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

Distribution of stock ratings and investment banking clients for quarter ended on 31 March 2015

1420 companies under coverage for quarter ended on 31 March 2015

Rating Distribution (%) Investment Banking clients (%)
Add 55.4% 6.6%
Hold 31.3% 3.8%
Reduce 13.2% 1.3%

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 2014.

AAV - Very Good, ADVANC - Very Good, AEONTS - not available, AMATA - Good, ANAN - Very Good, AOT - Very Good, AP - Good, ASK - Very Good,
ASP - Very Good, BANPU - Very Good , BAY - Very Good , BBL - Very Good, BCH - not available, BCP - Excellent, BEAUTY — Good, BEC - Good, BECL -
Very Good, BGH - not available, BH - Good, BIGC - Very Good, BJC - Good, BLA - Very Good, BMCL - Very Good, BTS - Excellent, CCET — Good,
CENTEL - Very Good, CHG - not available, CK — Very Good, CPALL - not available, CPF — Very Good, CPN - Excellent, DELTA - Very Good, DEMCO - Good,
DTAC - Very Good, EA - Good, ECL - not available, EGCO - Excellent, GFPT - Very Good, GLOBAL - Good, GLOW - Good, GRAMMY - Excellent, HANA -
Excellent, HEMRAJ - Very Good, HMPRO - Very Good, ICHI - not available, INTUCH - Excellent, ITD — Good, IVL - Excellent, JAS - not available, JUBILE -
not available, KAMART - not available, KBANK - Excellent, KCE - Very Good, KGI - Good, KKP - Excellent, KTB - Excellent, KTC — Good, LH - Very Good,
LPN - Very Good, M - not available, MAJOR - Good, MAKRO - Good, MBKET - Good, MC — Very Good, MCOT - Very Good, MEGA - Good, MINT -
Excellent, OFM — Very Good, OISHI — Good, PS - Very Good, PSL - Excellent, PTT - Excellent, PTTEP - Excellent, PTTGC - Excellent, QH - Very Good,
RATCH - Very Good, ROBINS - Very Good, RS - Very Good, SAMART - Excellent, SAPPE - not available, SAT - Excellent, SAWAD - not available, SC —
Excellent, SCB - Excellent, SCBLIF — Good, SCC — Very Good, SCCC - Good, SIM - Excellent, SIRI - Good, SPALI - Excellent, STA - Very Good, STEC - Good,
SVI - Very Good, TASCO - Good, TCAP - Very Good, THAI - Very Good, THANI — Very Good, THCOM - Very Good, THRE - not available, THREL — Good,
TICON - Good, TISCO - Excellent, TK — Very Good, TMB - Excellent, TOP - Excellent, TRUE - Very Good, TTW — Very Good, TUF - Good, VGI - Very Good,
WORK - not available.

CIMB Recommendation Framework

Stock Ratings Definition:
Add The stock’s total return is expected to exceed 10% over the next 12 months.
Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward
net dividend yields of the stock. ~ Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:
Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.
Country Ratings Definition:
Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.

Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.
Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.

*Prior to December 2013 CIMB recommendation framework for stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand,
Jakarta Stock Exchange, Australian Securities Exchange, Taiwan Stock Exchange and National Stock Exchange of India/Bombay Stock Exchange were
based on a stock’s total return relative to the relevant benchmarks total return. Outperform: expected to exceed by 5% or more over the next 12 months.
Neutral: expected to be within +/-5% over the next 12 months. Underperform: expected to be below by 5% or more over the next 12 months. Trading Buy:
expected to exceed by 3% or more over the next 3 months. Trading Sell: expected to be below by 3% or more over the next 3 months. For stocks listed on
Korea Exchange, Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Outperform: Expected positive total returns of 10% or
more over the next 12 months. Neutral: Expected total returns of between -10% and +10% over the next 12 months. Underperform: Expected negative total
returns of 10% or more over the next 12 months. Trading Buy: Expected positive total returns of 10% or more over the next 3 months. Trading Sell: Expected
negative total returns of 10% or more over the next 3 months.
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