I I MERCURY SECURITIES SDN. BHD.

HSS Engineers Bhd

A Pure Player for Engineering Consulting

Valuation/Recommendation

We initiate coverage on HSS Engineers Berhad (HSS) with a HOLD
recommendation and a target price (TP) of RM0.39. This is based on P/E
multiple of 11.7x applied to its FY26E projected EPS of 3.4 sen. We are
cautiously positive on HSS as it is i) among largest Engineering and
Project Management provider in Malaysia, ii) revenue diversification to
achieve 25% contribution (by CY2027) from overseas, and iii) long term
job opportunities from Water Sector Transformation 2040 (WST2040).
However, near-term earnings may remain subdued due to softer
contributions from the Engineering and Project Management segments,
amid generally slower progress across infrastructure projects.
Investment Highlights

Among Largest Engineering and Project Management Provider in
Malaysia. Over the past four years (excluding covid year), Engineering
and Project Management Services have consistently contributed more
than 80% of HSS’s total revenue. The Group also maintains a tender
success rate of over 50%, underpinned by its strong track record in
delivering national-scale infrastructure projects such as rail networks and
major highways. Its most significant mandate is the Project Management
Consultancy award for the MRT3 project, secured in August 2022, valued
at RM998m over an 11-year period.

Overseas expansion. HSS is accelerating its overseas expansion which
key mandates include the i) US$315.9m Baghdad Metro consultancy JV,
which runs until May 2029, ii) a US$2.35m BIM and design contract for the
Tuna Tekra port development and iii) a US$4.54m of General Consultant
for the Davao Public Transport Modernization project in the Philippines.
These wins underscore HSS’s growing presence in large-scale
infrastructure consultancy abroad. HSS targets to achieve 25% of revenue
from overseas projects by 2027. As of 3Q25, overseas contributed 15%
of total revenue.

Opportunities in Water Sector Transformation. HSS has built a strong
presence in water and irrigation infrastructure, historically secured
consultancy appointments from PAAB for capital water supply works
across Peninsular Malaysia. The group is also supervising major schemes
including the Sungai Rasau Flood Mitigation (Pkg B), MADA’s tertiary
irrigation blocks, the Pelubang Water Supply Scheme and the Jernih Dam.
In Selangor, the group leads the Skim Jamin Air Selangor and has
delivered multiple NRW-reduction packages as a panel consultant. In line
with the WST 2040 agenda, we expect a steady flow of water-related
consultancy opportunities for HSS.

Financial Outlook. Revenue rose at CAGR of 4.3% from FY20-FY24 of
driven by strong contributions from project management consultancy and
engineering design segments. Domestically, FY25-FY26E revenue is
anticipate growing modestly at 3-4% anchored by key projects such as
Pan Borneo Highway Sabah Phase 1A, multiple data centre jobs, KVDT2,
ECRL and ongoing water system upgrades. By FY27E, earnings should
be lifted by the initial RM4m contribution from Perak and Kedah solar
farms, alongside the resumption of MRT3 PMC billings once major civil
packages awarded. Consequently, PAT margins are expected to remain
steady at 7.8%—7.9% over FY25-FY27E.

Recommendation. Initiate with a HOLD rating and a TP of RM0.39,
based on P/E multiple of 11.7x applied to FY26E EPS of 3.4sen. Key
risks include: (i) project delay or cancellation risk (ii) talent retention,
and (iii) heavy domestic exposure, and iv) change of government.
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HSS MK EQUITY

Business Overview

HSS Engineers Bhd through its subsidiaries is engaged in providing
engineering and project management services including
engineering design, project management, construction supervision
and building information modelling services. The Company has
operations in Malaysia, India, the Middle East and Brunei. HSS is
listed on the Main Market, under the Industrial Products and
Services sector.

Return Information

KLCI (pts) 1,641.44
YTD KLCI chg -0.1%
YTD Stock Price chg -62.6%

Price Performance 1M 3M 12M

-23.0% -36.9%
0.9% 1.8%

-61.7%
2.8%

Absolute (%)
Relative to KLCI (%)

Stock Information

Market Cap (RM m) 195.8
Issued Shares (m) 508.5
52-week High (RM) 1.06
52-week Low (RM) 0.35
Free Float (%) 67%
Beta 1.2
3-mth Average Vol.(m) 1,088,801
Shariah Compliant Yes
Bloomberg Ticker HSS MK
Victech Solutions Sd 21.3%
Flamingo 15.1%
Teo Chok Boo 6.6%
FY DEC (RM m FY24A FY25E FY26E
Revenue 201.2 210.0 216.0
EBITDA 40.8 33.4 34.4
EBIT 36.7 241 24.3
PBT 33.9 21.7 22.3
Net Profit 249 16.5 16.9
Core Net Profit 25.1 16.6 171
Core EPS (sen) 0.05 0.03 0.03
Core EPS Growth (%) 20% -34% 3%
Net DPS (sen) 1.5 1.0 1.0
Net Div. Yield (%) 3.8% 2.6% 2.6%
BVPS (sen) Y5 54.6 58.9
PBV () 0.7 0.7 0.7
PER 7.8 1.7 1.4
ROE (%) 8.5% 6.0% 5.7%
Net Gearing (x) 0.07 0.07 0.07
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Investment merits

Strong Footing in Engineering and Project Management Services. Over FY21-9MFY25, the combined segments dominated 82% to
94% of total revenue. To recap, HSS in Aug 2022 won the single largest undertaking in its contract wins for Project Management
Consultancy (PMC) role for Mass Rapid Transit (MRT) 3 valued at RM998m for a duration of 11 years. The MRT3 is globally the 3 largest
“Circle Line” with 51km long with 10 train interchange station connecting the whole of Klang Valley area. MRT3 is expected to commence
construction by mid-2027 with initial operations as early as Dec 2028 with full operation by 2030. Currently, the MRT3 land hearing for
Selangor has commenced in Oct 2025 and is expected to be fully completed by end of 2026. However, we gathered that revenue
recognition for the MRT 3 PMC project has been slower than anticipated, with only 6% recognised since its late 2022 commencement and
just 2% in 1H24 (or cumulative revenue around RM70m). Significant progress is not expected until the major civil packages are awarded
with full supervision service from HSS to commence afterwards.

Figure 1: MRT3 Circle Line
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Turnover for FY26E-27E is also expected to be supported by i) PMC Fasa 1 Projek Lebuhraya Pan Borneo Sabah, ii) Klang Valley
Electrified Double Track Phase 2 (KVDT2), iii) ICC MRO Facility & Hangar at MAHB, and iv) ECRL Supervision that brings cumulative
unbilled orderbook of RM85m. Beyond Peninsular Malaysia, HSS’s first engineering design and scope job in Sarawak (via HSS Alliance
(Sarawak) Sdn Bhd) - involves upgrading a 4km road in Serian has been completed in 3Q25 and will be tendered for construction soon.
This initial foothold positions the group to tap into Sarawak substantial pipeline of infrastructure developments. Additionally, the feasibility
studies for 2 major infrastructure initiatives which is i) a new international airport and ii) a deep-sea port in Kuching are currently underway.

Experienced Water Infrastructure and Irrigation Projects Player. The group has been appointed to provide consultancy services for
capital water supply works commissioned by Pengurusan Aset Air Berhad (PAAB) in multiple locations including Port Dickson, Kulim,
Kuantan, Pekan, Rompin, Batu Pahat and the Sg. Prai Water Treatment Plant. In addition, HSS is undertaking several major supervision
assignments such as Pakej B of the Sungai Rasau Flood Mitigation Scheme, the MADA 15 Blocks Tertiary Irrigation Scheme, the Pelubang
Water Supply Scheme in Kedah, and the Jernih Dam in Melaka. The group is also leading the design and supervision of the ‘Skim Jamin
Air Selangor’, a pollution-mitigation programme covering critical water supply infrastructure across the state. Since July 2021, HSS has
been serving as a Panel Consultant to Air Selangor and successfully secured 8 packages involving pipe replacement and refurbishment,
aligned with targeted reduction of non-revenue water (NRW) to 30% by 2030. Furthermore, HSS, in partnership with an international
consultant, is supervising the Life Extension Programme of TNB’s Sungai Perak Hydroelectric Schemes, slated for completion in 2028.
The group is also providing water infrastructure consultancy for the Kulai Data Centre in Johor, currently under construction. Moving
forward, we anticipate HSS to bag more consultancy services job for water supply fuelled by the need to replace 1,844km of ageing pipes
nationwide.

Figure 2: Non-Revenue Water (NRW) by state (%)

Johor 248 249 267 251 263 25
Kedah 485 485 484 499 515 507
Kelantan 493 50.8 517 526 537 545
Labuan 6 208 336 376 36.8 376
Melaka 22 212 30 312 332 351
Negeri Sembilan 319 319 318 323 351 389
Pulau Pinang n7 229 235 236 263 2638
Pahang 491 474 503 493 477 477
Perak 304 295 301 296 303 302
Perlis 638 633 649 633 615 645
Selangor 37 296 285 275 278 278
Terengganu | 346 347 352 328 387 401
Peninsular Malaysia 339 332 338 334 344 346
andLabuan

Source: TheEdge
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Diverse Consultancy Provider Across mix Project. HSS also leverages its engineering and infrastructure planning capabilities to
support site selection, utility interface assessments, civil and structural design, and M&E integration for data center. The group’s role
includes ensuring that mission-critical requirements such as power stability, cooling efficiency, redundancy architecture and regulatory
adherence are met throughout design and development. By providing these upstream consultancy services, HSS positions itself as a key
technical partner in the rapid build-out of both large-scale solar assets and hyperscale/data center infrastructure, without taking on
construction or balance-sheet risks. HSS is currently serving as the consultant for water infrastructure works supporting the Kulai Data
Centre development in Johor, which is now under construction.

Recurring Income Expansion from RE projects. As of date, HSS has secured two (2) Solar's PPA with spanning duration of 21 years
terms. The HSS’s wholly owned subsidiary HSS Energy Sdn Bhd in Jan 2025 has been awarded a contract to develop a 95MWac large
scale solar PV plant in Teluk Intan, Perak under LSS5 PETRA with expected COD by Oct 2027. HSS Energy hold a 40% equity stake in
the project’s special purpose vehicle (SPV), with Unique Fire owning the remaining 60%. We estimate the project to initially contribute
revenue of RM2.2m by 2027 and RM8.9m by 2028 until 2047. Subsequently, in April, HSS acquired an 18% stake in a special-purpose
vehicle, SM01 Sdn Bhd, alongside Solarvest Asset Management Sdn Bhd and Shizen Malaysia Sdn Bhd to undertake the development
of a 29.99MW solar project. HSS’s scope encompasses project delivery, engineering works and ongoing asset management. The project
is currently in the development stage and achieved financial close in Nov 2025, with all funding and contractual arrangements (PPA)
finalised. Despite its modest 18% equity stake, we estimate revenue contributions of c.RM1.8m commencing in 2027, scaling up to
RM7.2m per annum from 2028 onwards, thanks to favourable CGPP tariff that is roughly double than LSS5.

Growing International Footprints via Consultancy Services. HSS’s consultancy arm has been steadily building an international
footprint by supplying project-management, design, BIM and supervision services for major transport and port infrastructure across Asia
and the Middle East. Notable wins include the Baghdad Metro Project JV (HSS/CHSS) — a US$315.9m or c.RM634m consultancy
package for the metro project that commenced July 2024 and expected completion date by May 2029. HSS will provides design review,
pre-qualification oversight and construction supervision. Recently in mid of July 2024, the Mayor of Baghdad has officially issued
completion certificate for the first 10% milestone payment (c.RM10m) to HSS and now awaiting Letter of Acknowledgement by the Ministry
of Planning.

In India, HSS secured a US$2.35m (c.RM10.1m) BIM and engineering design consultancy services for the proposed development of
Container Terminal at Tuna Tekra which commenced in June 2025. The estimated project duration will be within 28-month (or by Oct
2027). This marking a strategic push into port infrastructure. So far, HSS has received 30% of mobilisation payment and have reached
20% of milestone with preliminary design completed.

Regionally, HSS (via associate HSS Integrated) is part of the Davao Public Transport Modernization JV as General Consultant (project
value to HSSI: US$4.545m / ~RM19.3m) in Philippines, which began in May 2025 and runs for c.42 months (or by Dec 2028), covering
project and contract management, design review, construction monitoring and bus-fleet technical services.

Implementation of Al Drive Tools to Boost HSS’s Competitiveness. HSS is looking to utilise Al-driven digital transformation with HSS
Propick Technologies Sdn Bhd (a JV established in 2023 between 70% HSS: 30% of ProPick). HSS ProPick is effectively the “tech &
drone-services arm” of HSS. Its main activities and service offerings include: i) drone-driven solutions powered by Al for a variety of
industries: agriculture, telecommunications (e.g. telco-tower inspection), facility management, construction, and more, ii) digital
transformation services using drone data + Al to collect, analyse, and generate actionable intelligence (e.g. for maintenance inspections,
asset monitoring, structural inspections, remote surveying), iii) providing training and upskilling services, especially in digital/Al skills, for
enterprises, SMEs, and individuals (e.g. as part of IR 4.0 initiatives) and iv) acting as part of HSS’s broader strategy to diversify beyond
traditional civil/infra engineering, by embedding “smart / digital / technology-driven” services as a new vertical. As of 3QFY25, HSS was
selected by the Malaysian Palm Oil Board (MPOB) under the MARCOP programme and received a grant to develop and scale Al solutions
for the palm oil industry, with the project running from Aug 2025 to Jan 2026. Meanwhile, its Digital Twin initiative with Southeast Asia’s
largest telco tower operator has digitised over 500 towers as of 2QFY25, with a further 1,150 targeted by year-end. International expansion
is progressing, with 500 towers currently being digitised in the Philippines and rollout in Bangladesh expected to begin in 4QFY25. Notably,
the digital services order book stood at RM7.4m as at 3QFY25, with YTD small revenue of RM2.7m.

Industry Overview

Encouraging Government Support via 13th Malaysia Plan (RMK13) in Development Expenditure (DE) allocation. The government
announced that DE for the upcoming RMK13 (2026-2030) has been elevated to RM611b (vs RM415b in RMK12) for the infrastructure,
transport, water systems, flood mitigation, and digital initiatives, which is structurally positive for HSS. The allocation includes RM430b
from the government, RM120b from government-linked investment companies (GLIC) and government-linked companies (GLC), and
RM61b from Public-Private Partnership (PPP). For Budget 2026, the government allocated DE of RM81b. Since HSS have strong exposure
to government-led projects, higher DE under RMK13 should expand its tender opportunities, support continuity of mega-project pipelines
such as rail and water upgrades and align with HSS’ strengths in Building Information Modelling (BIM), digital engineering, and drone-
based inspection. As of 3QFY25, HSS recorded a strong RM2.2b of orderbook with project management segment being the biggest
contributor of 79% and tender book value at approximately at RM467m.

Infrastructure & Resilience Priorities. The RMK13 (2026—-2030) also identifies two capital-intensive priorities: i) Agenda 7: Strengthening
of Flood Mitigation and Adaptation and ii) Agenda 8: Improvement of Public Transport Infrastructure Availability. Budget 2026 allocates
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RM2.2bn for 43 flood mitigation projects, alongside RM500m for repairing flood-damaged schools, clinics, and roads. On the transport
side, RM200m has been allocated to improve stage bus services and RTS Link routes, complemented by RM209m in subsidies for rural
air services in Sabah and Sarawak. Other flagship rail projects, including the East Coast Rail Link and Johor Bahru—Singapore RTS Link,
reinforce Agenda 8, providing multi-year visibility for consultancy demand in transport planning, systems integration, and project
management.

Industrial Transformation Tailwinds. The New Industrial Master Plan targets a 6.5% CAGR in manufacturing GDP through 2030,
according to the Ministry of Investment, Trade and Industry (MITI). Focus sectors include aerospace, chemicals, E&E, pharmaceuticals,
and medical devices, while new growth areas such as EVs, renewable energy, and advanced materials will require consultancy in plant
design, utilities, and green infrastructure. A critical pillar of NIMP 2030 is digitalisation and sustainability, where HSS Engineers’ adoption
of Building Information Modelling (BIM) and digital twin technologies aligns directly with national priorities. BIM integrates design,
construction, and operations data, supporting NIMP’s push for Industry 4.0 productivity gains. It also enables lifecycle analysis, energy
modelling, and precise material planning, reducing waste and supporting circular economy goals. This alignment ensures HSS captures
higher-value scopes in industrial and infrastructure projects, reinforcing its relevance in NIMP 2030’s execution.

Translating Policy into Projects. Budget 2026 allocations act as near-term construction catalysts, bridging RMK-13 priorities with
execution. RM81bn has been allocated as federal development expenditure, with RM131.8bn in total public development outlays including
GLCs, statutory bodies, and PPP contributions. RM2.2bn in flood mitigation works and RM500m in repairs will mobilize civil construction,
requiring upstream design and supervision. Public transport allocations of RM200m will drive depot and station construction, while rural
connectivity subsidies of RM209m imply new infrastructure in underserved regions. Regional allocations to Sabah (RM6.9bn) and Sarawak
(RM6.0bn) under MA63 commitments broaden geographic exposure, ensuring balanced growth across Malaysia. For HSS Engineers,
these allocations ensure visibility of project pipelines and reinforce its role as a critical upstream partner in Malaysia’s construction
ecosystem.

However, the sector’s heavy reliance on public spending introduces execution and funding risks, as any shifts in political priorities or fiscal
constraints could delay or reduce project flow. Execution challenges common in large infrastructure projects such as land acquisition
hurdles, regulatory delays, and rising costs that can pressure margins and timelines. Competitive intensity remains high given the
fragmented landscape and the entry of global players, which may constrain pricing power despite HSS Engineers’ scale and listed status.
Furthermore, broader macro risks, including an economic slowdown or supply chain disruptions, could weigh on private investment, while
climate-related events pose execution uncertainties even with flood mitigation priority projects. Geographically, increased focus on Sabah
and Sarawak presents growth opportunities but also operational complexities. Finally, sector concentration in infrastructure and
manufacturing makes market exposure sensitive to the pace of industrial upgrading and renewables adoption. Overall, while the policy-
driven backdrop supports a solid growth narrative and earnings visibility for HSS Engineers, investors should remain alert to these
structural and execution risks that could impact sector momentum and margin expansion.

Moving forward, the Malaysian engineering consultancy industry enters a new growth phase under RMK13. Flood mitigation projects
(A7) and public transport infrastructure (A8) will anchor demand, supported by Budget 2026’s RM81bn federal development expenditure
and RM131.8bn total public development outlays. Regional allocations to Sabah (RM6.9bn) and Sarawak (RM6.0bn) under MA63
commitments broaden geographic exposure. Coupled with NIMP 2030’s industrial upgrading, the sector is expected to sustain 4-6%
CAGR through 2030, according to GreenHarvest Innovations and Business Research Insights, with consultancy services capturing
higher-value scopes in transport, water, and industrial infrastructure. For HSS Engineers, this translates into earnings visibility, margin
expansion potential, and a differentiated equity story anchored by policy-driven growth.

Major Customers

Over FY22-FY24, HSS has 3 major clients contributing more than 10% of the Group’s total revenue. Most of the clients are primarily
government clients and public-sector agencies, especially from national rail, transit, and infrastructure projects related. Geographical
wise, HSS'’s client presences are dominated in Malaysia, Middle East, Cambodia, Philippines, India and Indonesia. Revenue stream from
clients includes engineering, project management and building information management services.

Chart 1: Customer’s Revenue Breakdown
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Financial Highlights

Chart 2: Revenue, Net Profit and GP margin FY22-FY27E Chart 3: Historical Orderbook FY18-FY24
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Steady revenue continued in FY25E-27E. HSS delivered a steady topline growth from FY21 to FY24 with CAGR of 4.3% underpinned by
strong key contributions from project management consultancy and engineering design segments. HSS’s orderbook reached all time high
of RM2.1b as of Dec 2024 bolstered by international contract wins including the Baghdad Metro project in Iraq and the Phnom Penh-Bavet
Highway in Cambodia. Locally, FY25E and FY26E revenue will remain to be supported from significant projects such as Phase 1A of the
Pan Borneo Highway Sabah, 7 data centre contracts in Johor and Selangor, Klang Valley Double Tracking Phase 2 (KVDT2), the East Coast
Rail Link (ECRL), and numerous water system upgrade initiatives. FY27E is also expected to benefit from the initial revenue contribution
c.RM4m from its solar farms in Perak and Kedah, alongside the resumption of MRT3 PMC revenue recognition, as major civil package
tenders are anticipated to be completed by then. PAT margins are expected to remain marginally at 7.8%—7.9% over FY25-FY27E.

Dividends. HSS adopted a dividend policy of distributing at least 30% of annual PAT, subject to cash flow and other relevant considerations
as determined by the Board of Directors. Historically, the group stopped paying dividend in FY18 to FY21 due to reserve funding of SMBH
Engineering acquisition, uncertainty following the change in government (post-GE14) and covid 19. However, HSS resume to pay dividend
around 0.92 sen to 1.46 sen over FY22 — FY24 with yield around 2% to 4%. Barring any circumstances, we deem HSS to pay 1.0 sento 1.3
sen in FY25E-FY27E, in line with its 30% distribution policy.

Steady balance sheet. HSS’s net gearing ranged between 0.08x to 0.11x over FY20 to FY24, driven by stable operational cash flows and
cost efficiency. We anticipate its net gearing to remain low moving forward as large bulk of funding are coming from public sector contracts
that being financed by the Government of Malaysia. Noted that public sector contract generated over 80% of the group’s revenue, while
remaining are coming from the private sector data centre contracts and overseas projects. HSS recorded a negative cash conversion cycle
(CCC) over FY20-FY24 around 38 days to 120 days reflecting a higher supplier credit granted in confidence that HSS would meet its
obligations. This is because the projects are largely government-backed, with guaranteed payments. Moving forward, we anticipate payment
cycle to supplier to gradually improve due to better progressive billing of large-scale projects from MRT3 (full operation by 2030) and Baghdad
Metro (expected completion by May 2029). High credit limit given by the supplier support HSS’s cash flow flexibility and allow HSS not to be
heavily dependent on short-term borrowing to fund its working capital.

Latest Quarterly Results. As of 3QFY25, HSS earnings declined by 26% YoY, largely due to lower gross profit and a RM3.4m provision
for a legal claim, partially offset by a tax credit. Overall, the engineering design revenue dwindled by 21% YoY due to decrease contribution
from Detail Design and Shop Drawing Design Consultancy Services for Infrastructure Works for the East Coast Rail Link (ECRL) project and
Kajian Kebolehlaksanaan Jajaran Rel Selangor. Meanwhile, revenue for construction supervision and project management segment
decreased marginally by 4.1% and 4.3%, respectively on the back of lower revenue from Langat | Water Supply Scheme — Phase 1.
Geographical wise, Malaysia contributed a flattish 85% of total revenue with remainder coming from Middle East (12.4%), Philippines (1.6%)
India (0.8%), and Indonesia (0.2%).

Moving Forward. HSS is positioned for steady growth in FY25—-FY27E, supported by a record-high RM2.1b orderbook (or earnings visibility
of up to 8 years) driven by major international wins such as the Baghdad Metro and Phnom Penh—Bavet Highway, alongside strong domestic
contracts including Pan Borneo Sabah, data centre projects, KVDT2 and ECRL. Earnings momentum is expected to improve further in
FY27E with new solar farm contributions and the resumption of MRT3 PMC revenue. The group maintains a solid balance sheet with low
net gearing (0.08x—0.11x), underpinned by stable public-sector-backed cash flows. HSS upholds a 30% dividend payout policy and is
expected to deliver sustainable dividends of 1.0-1.3 sen over FY25E-FY27E.
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Valuation

We derive a fair value (FV) of RM0.39 for HSS Engineers (HSS), based on P/E multiple of 11.7x applied to its FY26E EPS of 3.4 sen. This
valuation reflects the 5 years average of historical P/E of its closest peers that include Protasco, Ranhill Utilities, and GFM Services. These
peers are predominantly involved either in sub-engineering/infrastructure buildings, operations & maintenance (O&M) capabilities as well
as railways/highway related services. At current valuation, this implies a -0.5SD below its 5-year average PER (mean of 20.3x) mitigated
by HSS'’s position as the largest engineering consultant and project management player in Malaysia with strong outstanding order book of
RM2.2b (or 10x of our FY26E revenue).

Recommendation

We assign a HOLD rating to HSS, with a fair value of RM0.39. We view HSS'’s long-term fundamentals remain solid, backed by a healthy
orderbook of RM2.2b and strong visibility from public-sector projects, but near-term earnings growth is likely to be subdued due to some
slower infrastructure progress and execution. We deem a similar softness may persist until major projects like MRT3 to fully resume in
2H2027 and new international projects ramp up.

Peer Comparison (as of 16" Dec 2025)

Net Dividend Yield

@eELy Blo.;::(t:rg Sha(;ewpl))rice ':/::;(;:;) EPS Growth (%) P/E (x) ROE (%)
2023 2024 2023 2024 2023 2024
HSS Engineers HSS MK Equity 0.39 195.8 35.4 19.9 235 20.8 1.9 1.8 8.2 9.1 0.9 1.2
Protasco PRTA MK Equity 0.24 115.6 NA 194.6 11.1 5.8 0.4 0.5 2.3 8.3 NA NA
Ranhill Utilities RAHH MK Equity 1.68 2177.2 184.0 -44.5 22.0 20.7 1.5 25 13.2 6.9 4.4 1.0
GFM Services GFM MK Equity 0.20 129.1 -98.0 -20.8 7.1 7.7 1.1 0.9 15.8 11.9 3.7 4.6
Average (excl. HSS) 43.0 43.1 13.4 11.4 1.0 1.3 10.4 9.0 4.1 2.8

Source: Bloomberg, Mercury Securities

5-Year Historical P/E Peers Comparison

Background

Engaged in providing engineering and project management services
HSS Engineers including engineering design, project management, construction 29.9 72.1 14.1 235 20.8
supervision and building information modelling services.

Engineering consultancy, design, inspection, and supervision (via its
Protasco engineering & construction services division). Also involved in road LAT 6.05 LAT 11.1 5.8
maintenance and construction.

Strong water engineering, design, and O&M capabilities via Ranhill
Ranhill Utilities Consulting / Ranhill Bersekutu. Involved in water infrastructure and 25.7 20.8 6.2 22.0 20.7
public utilities engineering.

Provides facilities management and some engineering-related services

GFM Services 10.5 10.4 0.1 7.1 7.7

for public-sector assets.

Average (excluding HSS) 11.8

Source: Bloomberg, Mercury Securities

HSS’s 5 Years Net Margin Against Peers

Net Margin (%)

Company Exchange I\(Ilé('tncma;)
FY22
HSS Engineers 195.8 6.4 3.3 10.9 11.0 12.5
Protasco 120.4 LAT 1.6 LAT 1.3 2.6
Bursa Malaysia
Ranhill Utilities 2,216.1 2.6 2.0 5.5 23 2.4
GFM Services 132.9 7.2 8.0 13.0 18.6 125

Source: Bloomberg, Mercury Securities
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Company Background

HSS Engineers Berhad (“HSS” or “the Company”) was incorporated on 23 January 2015 under the Companies Act, 1965 as a private
limited company under the name HSS Engineers Sdn. Bhd, before being converted into a public limited company. The Company adopted
its current name on 31 March 2015. The Group serves as an investment holding entity with two core subsidiaries: HSS Engineering Sdn.
Bhd. (“HSSE”) and SMHB Engineering Sdn. Bhd. (“SMHB?”). Its operations span four key verticals—Engineering Services (encompassing
Engineering Design and Construction Supervision), Project Management Services, Digital Transformation Services, and Recurring & Long-
term Income-Based Contracts.

HSS is one of the leading and largest listed engineering consultancy groups in Malaysia is underscored by its participation in numerous
major infrastructure projects. These include the Pan Borneo Highway Sabah, Iskandar Bus Rapid Transit, Northern Corridor Economic
Region initiatives, MRT Lines 1, 2 and 3, Maju Expressway 2, West Coast Expressway, SUKE Expressway, the Pahang—Selangor Raw
Water Transfer, Sungai Selangor Phases 1-3, Sarawak Water Grid Study, Layang 2, and the East Coast Rail Link. Internationally, the
Group has been involved in projects such as the Baghdad Metro Rail, Phnom Penh—Bavet Expressway, Jakarta Light Rail Transit, and
the Railway Connectivity Improvement Preparatory Facility in Bangladesh, among others. The Group currently operates from eight main
offices located across Kuala Lumpur (three offices), Sabah, Sarawak, Cambodia, Iraq, and Chennai, India.
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Table 1: HSS’s Segmental Business

Segment Description

Engineering Services: e  The segment comprises Engineering Design and Construction Supervision. The Design team handles

i) Engineering design upfront project work, including concept design, feasibility studies, master planning, detailed engineering,
ii) Construction and procurement.

supervision . Once projects move into construction, the Supervision team ensures works comply with approved

designs, budgets, and regulations.

e  HSS’s Engineering Design division is internationally recognised, ranking 205th on ENR’s 2024 Top 225
International Design Firms list, up from 207th in 2023.

Project Management ° Project Management Services segment offers a comprehensive suite of solutions to ensure smooth

Services progress of infrastructure projects through all phases of the project cycle.

e  Tasks undertaken include preliminary planning, budget assessment, project cost evaluation, project
scheduling, safety programmes, document review, and material testing.

Digital Transformation . Focused on cultivating cutting edge technological solutions to boost the Group’s competitiveness.
Services e  The segment encompasses Building Information Modelling (“BIM”), Artificial Intelligence (“Al”) powered
drone solutions, and other tech-based initiatives. BIM uses digital representations of buildings and

structures to identify flaws early in the construction process, leading to cost-efficiency and timely project
completion.

e  Meanwhile, Al-powered drone driven solutions are deployed to enhance efficiency and productivity in
various sectors including construction, plantations, and telecommunications.

Reimbursable income ° Reimbursable income is recognized on a back-to-back basis with sub-consultants and allowances
claimed by supervision staff and therefore it has no significant impact on the financial performance of the
Group.

Source, Annual Report, Mercury

Strong Unbilled Order Book

As of Sept 2025, HSS maintains a robust order book of RM2.2b, providing up to 8 years of earnings visibility with project management
segment being the biggest contributor of 79%. Meanwhile, its tender book stands at RM467m.

Table 2: HSS Engineer’s unbilled orderbook

Project Est. Completion Date
1 KTP Data Centre Development 20.3 3Q2025
2 Westcoast 11.6 4Q2025
3 Ship-to-ship (STS) Hub 111 1Q2026
4 PMC Fasa 1 Projek Lebuhraya Pan Borneo Sabah 20.1 2Q2026
5 KVDT2 19 3Q2026
6 ECRL Supervision 16.6 4Q2026
7 ICC MRO Facility & Hangars, MAHB 18.2 4Q2026
8 WTP, Sungai Karangan Phase 1 Kulim Kedah 13.4 2Q2027
9 KL Node 14.5 1Q2028
10 Bavet Expressway Project Cambodia 15 3Q2028
11 MAHB Phase 2 & 3 58.4 3Q2028
12 Baghdad Metro 633.7 2Q2029
13 Bayan Lepas LRT - Phase 3 (Pack 3,4,5) 29.1 2Q2030
14 Sg Perak 21 4Q2030
15 MRT 3 -PMC 947.4 3Q2033
16 Iskandar Rapid Transit — (Design + Supervision + Reimb) 43.6 TBA
17 Others 190.4 -
Total 2,083.4

Remarks: As of June 2025

Source: Company, Mercury
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Strong International Presence

Over the past five years, HSS has deliberately expanded overseas targeting high-growth infrastructure markets where large public-sector
or PPP programmes are underway and has positioned itself as a specialist owner's/lead consultant offering PMC, design (incl. BIM),
construction supervision and project management services. Its largest overseas win was the Baghdad Metro PMC & supervision
package (US$315.9m) which started in July 2024, Philippines’s Davao Public Transport Modernisation commencing May 2025 for ~42
months and India HSS’s unit won of BIM & engineering design appointment for the Tuna Tekra (Hindustan Gateway) container-
terminal in June 2025. Among others, HSS secured a small project in Cambodia via the Bavet Expressway Project and acquired a 12%
of equity stake in PT Oriental Consultants Indonesia around 2024, hence making its presence in Indonesia.

Table 3: Key Management Team

Name and Designation Age Profile

Tan Sri Ir. Kunasingam A/L 73 | Tan Srilr. Kunasingam A/L V.Sittampalam is the co-founder of the Company. He was appointed as
V.Sittampalam Executive Director on 17 April 2015 prior to his re-designation as Executive Vice Chairman of the
Executive Director Company on 13 February 2018. He is also a Director of HSS Integrated Sdn. Bhd. He is currently the

Executive Vice Chairman and the Acting Group Chief Executive Officer of the Company. He
graduated from the University of Sheffield, UK with a Bachelor of Engineering and obtained his
Masters in Engineering at the same university.

Datuk Ir. Teo Chok Boo 72 | Datuk Ir. Teo Chok Boo was appointed to the Board of Directors of the Company on 15 May 2018.
Executive Director He is also a Managing Director of SMHB Engineering Sdn. Bhd. and SMHB Sdn. Bhd. and provides
leadership to the top management of these companies. He graduated from University of Aston,
Birmingham, UK with a Degree in Civil Engineering in 1978. He obtained his Masters in Engineering
from the Asian Institute of Technology, Bangkok in 1981.

Ir. Sharifah Azlina Bt. Raja Akmal 59 Ir. Sharifah Azlina Bt Raja Kamal Pasmah was appointed to the Board on 1 January 2018. She is the
Pasmah CEO of HSS Engineering Sdn. Bhd. and BIM Global Ventures Sdn. Bhd., and also serves as Director
Executive Director across several group subsidiaries. She holds a Bachelor of Science in Civil Engineering from Christian

Brothers University (1990) and an MBA from Cardiff Metropolitan University (2012).

Ir. Prem Kumar A/L M Vasudevan 66 Ir. Prem Kumar A/L M Vasudevan was appointed to the Board of Directors of the Company on 15
Executive Director May 2018. He is also a Director of SMHB Engineering Sdn. Bhd. and SMHB Sdn. Bhd. and is
responsible for Business Development. He graduated from University Malaya, Malaysia with a Degree
in Electrical Engineering in 1985.

Vanessa A/P Santhakumar 35 | Vanessa A/P Santhakumar has served as a Non-Independent Non-Executive Director since 21
Non-Independent Non-Executive August 2020 and is a member of the Nomination and Remuneration Committee. She holds a Bachelor
Director of Medical Science from Oxford Brookes University and completed her MPH (Warwick) and MSc in

International Health Policy (LSE). She is the daughter of the late Datuk Santhakumar
Sivasubramaniam, the Company’s co-founder, and was a co-promoter during its listing on the ACE
Market in August 2016.

Ir. Syed Mohamed Adnan Bin 66 | Ir. Syed Mohamed Adnan Bin Mansor Alhabshi is an Alternate Director to Datuk Ir. Teo Chok Boo
Mansor Alhabshi since 21 February 2019. He is also a Director of SMHB Engineering Sdn. Bhd. and SMHB Sdn. Bhd.
Alternate Director to Datuk Ir. Teo who responsible for all the engineering services provided by the company. He graduated from the
Chok Boo University of Adelaide, Australia with a Bachelor degree in Civil Engineering in 1983.

Future Plans & Business Strategies

Boost Overseas Revenue up to 25% by 2027. HSS continues to strengthen its international footprint as it targets deriving 25% of revenue
from overseas projects by 2027, supported by rising demand for infrastructure-centric engineering services in emerging markets. The
Group’s expansion strategy is anchored by strategic partnerships, including the formation of Opus HSS Sdn Bhd with Opus International
to jointly pursue opportunities across Southeast Asia and the Middle East, leveraging complementary strengths in asset management,
engineering design and project management. In addition, HSS has venture its presence in Indonesia’s rapidly growing construction sector
via the acquisition of a 12% stake in PT Oriental, a local engineering consultancy to position the Group for broader participation in regional
infrastructure development.

Building Recurring or Long-Term Income Streams. By expanding into sectors like data centres, renewable energy, and digital/tech-
based engineering services, HSS aims to build more stable and recurring revenue streams which less dependent on the cyclical nature of
traditional construction projects. This long-term view is supported by its large order book (multi-year contracts) and pipeline of tenders in
diverse sectors.
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Key Risks

Project Delay or Cancellation Risk. HSS’ earnings depend heavily on large public-sector infrastructure jobs. Any delay, rescaling, or
cancellation of government-funded projects (e.g., rail, highways, water) can push out revenue recognition and weaken margins.

Talent Retention. As a people-driven business, HSS’ project delivery relies on skilled engineers and specialists. High industry attrition or
difficulty in attracting talent could affect project execution timelines and quality.

Heavy Domestic Exposure. HSS’ revenue is still largely Malaysia-centric. Any slowdown in domestic infrastructure spending or changes
in government priorities can materially impact on the order book, despite growing overseas ventures.

Strong Dependence on Government-Led Infrastructure Spending. As more than half of its projects are tied to public-sector clients
particularly large transport, water, and urban infrastructure initiatives any shift in government priorities, budget reallocations, or delays in
approving mega projects could directly affect contract flow, tender visibility, and revenue recognition cycles. A new administration may
choose to review, defer, resize, or cancel ongoing or planned infrastructure programmes, creating uncertainty for consultancy demand
and potentially disrupting HSS’s multi-year orderbook.

Swot Analysis

e Heavy reliance on domestic public-sector spending cycles.
e Consultancy business inherently low margin vs contractors.
e Earnings volatility due to project-based revenue as HSS are

e Leading engineering consultancy in Malaysia with
established track record in large infrastructure (rail, roads,

water) highly dependent ject milest d certificati
e Asset-light model supports stable margins and cash flow ,'g, y dependent on project milestones an' certiication
generation timing, that could lead to lumpy quarterly earnings.

e Long-term government and GLC relationships; strong
tendering visibility.

e Expanding capabilities through HSS Propick (Al-powered
drone solutions).

T (0]
THREATS OPPORTUNITIES

e Potential re-acceleration of mega projects: MRT3, High-
Speed Rail revival, flood mitigation, water upgrades.

e Rising demand for digital engineering, drone-based
inspection, and ESG-compliant design.

e  Outsourcing opportunities as government agencies reduce
internal engineering resources.

e Project delays or cancellations tied to political cycles and
budget constraints.

e  Competition from global engineering firms entering Malaysia.

e Talent retention challenges in engineering consultancy
sector.

e Rising operational costs may pressure margins if contracts
are not priced adequately.
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Sustainability Review

Figure 4: Sustainability Materiality Assessment
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Source: Company

HSS’s materiality assessment conducted in FY2024 concluded in a final list of 12 material topics addressing Environmental, Economic,
Social and Governance (‘EESG”) themes, aligning with the key UN Sustainable Development Goals (SDGs). Out of the 12 topics, the Group
established three material topics highly emphasized by their stakeholders, namely Employee & Public Safety, Quality & Client Satisfaction
and Data Privacy & Security.

Firstly, the Group highly prioritizes its Employee & Public Safety with a comprehensive Occupational Health and Safety Management
System. Its subsidiaries and associated companies are compliant as well as specialized training for their internal auditors to verify
compliance across its operations. This contributes to both SDG 3 (Good Health and Well-Being) and SDG 8 (Decent Work & Economic
Growth). Secondly, Quality & Client Satisfaction are also highly emphasized, proven by MS ISO 9001 certification standards for Quality
Management System as well as time- and experience-based survey for its client feedback mechanisms. This also contributes to SDG 8
(Decent Work & Economic Growth). Following that, Data Privacy & Security also lists among the upmost important materiality matters,
supporting the SDG 16 (Peace, Justice & Strong Institutions).

The Group continues to strengthen its sustainability journey, focusing on reducing its carbon footprint and enhancing operational efficiency
through structured environmental, social and governance (ESG) initiative:

Environmental (E)

1.  Emissions and Energy Performance:

e Total GHG emissions in FY24 at 1,354.7 tCO.e; Scope 1: 83.9 tCO,e, Scope 2: 736.4 tCO,e, Scope 3: 534.5 tCO,e.

e For the first time, HSS tracked and reported its indirect Scope 3 emissions covering categories such as business travel (90.4
tCO,e) and employee commuting (444.1 tCO.e).

e Total energy consumption (MWh) decreased 0.97% to 966.28 MWh (FY23: 991.14 MWh)

e The Group reported zero atmospheric emissions for key pollutants including Nitrogen oxides (NOx), Sulphur oxides (SOx),
Methane (CH,), and Volatile Organic Compounds (VOCs) from FY22 to FY24.

e Moving forward, HSS is dedicated to supporting the national goal of lowering the GDP's greenhouse gas (GHG) emissions intensity
by 45.0% by 2030 compared to the GDP's emissions intensity in 2005.

2. Resource and Waste Management
e Total general waste generated was 11,031 kg in FY24 (100% directed to disposal).
e Scheduled waste increased to 170.95 kg in FY24 (FY23: 86.20 kg), largely due to actively phasing out old, non-energy-saving
electrical appliances including fluorescent tube, bulbs, chokes and batteries.
e Total water consumption for the headquarters was recorded at 5,928 m?* due to an issue with its meter reading. Previously, recorded
at 4,999 m*in FY23 (FY22: 6,018 m3).

e Going forward, HSS intends to reduce scheduled trash generation and maintain strict disposal controls, as well as consistent
monitoring of its water consumption.
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3. Sustainable Project Solutions Integration
e Energy saving lighting and photovoltaic (PV) solar power system designed in two types; (i) Hybrid (connected to the grid through
400V Main Switchboard) and (ii) Fully solar (for street lighting and compound lighting) at Sungai Karangan Water Treatment Plant.
e Energy efficient water treatment pump sets and motors at Sungai Karangan Water Treatment Plant.
e Regenerative braking and energy-efficient train designs for the East Coast Rail Link (ECRL) help lower overall energy use.
Additionally, all stations have been upgraded with LED lighting, while lifts and escalators feature sleep-mode functions when idle.
e All stations of the ECRL now use low-VOC architectural finishes to minimise environmental impact.

Social (S)

1. Occupational Health and Safety

e The Group maintained a record of zero work-related fatalities for the fourth consecutive year.

e List of training and development for employees includes Occupational Safety and Health Construction Industry Management, oil
and pas safety passport, permit to work and operational safety as well as integrated management system (ISO 9001:2015, ISO
14001:2015, ISO 45001:2018 and ISO 37001:2016)

e Total number of employees trained on health and safety declined to 55 in FY24 (FY23: 93). Consequently, total hours of safety
and health training also declined to 88 hours in FY24 (FY23: 159.5 hours).

e  One lost-time injury (LTI) was recorded in FY24 (FY23: Zero LTI), resulting in a Lost Time Incident Rate (LTIR) of 0.12.

e  The Group holds the ISO 45001:2018 certification and recorded zero non-conformance reports during SIRIM audits in FY24.

2. Talent Development and Diversity
e The average training hours per employee almost doubled, rising to 12.58 hours in FY24 (from a restated 6.59 hours in FY23).
e Total training provided amounted to 10,793 hours, covering specialized technical skills, integrated management systems, and soft
skills (FY23: 5,791 hours).
e The Group onboarded 16 new participants in its FY24 PROTEGE program (FY23: 20 participants), contributing to the development
of the Malaysian engineering talent pool.
e HSS comprises of a diverse gender workforce, with 35.5% represented by female in FY24 (FY23: 35.7%).

3. Client and Community Impact
e The annual client satisfaction index score reached 77% in FY24.
e  Moving forward, the Group aims to reach the internal benchmark target of 85% for its client satisfaction index.
e  The Group invested RM3,700 in community initiatives, benefiting 87 individuals in FY24.
e HSS also maintained a commitment to the local economy by directing 99.00% of its procurement spending toward local suppliers.

Figure 5: Annual Client Satisfaction Survey results

No. Survey ltem FY2024 FY2023 FY2022

1 Budget/Cost 75.4% 81% 70%
E Schedules T 74.5% as.s5% 5%
'3 Occupational Health and Safety 77.6% 9% 80%
‘4 Envionmental 78% 915% 75%
5 Ouaht}r '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 77.3% 83s5% 819

6 Performance Satisfaction 79.3% 100% 80%

Source: Company
Governance (G)

1. Ethics and Compliance
e InFY2023 and FY2024, there have been zero reported cases of non-compliance or corruption.
e InFY2023 and FY2024, 100% of operations have been assessed for corruption-related risks.
e The Group’s commitment to ethical conduct is formalized by its Board-endorsed Anti-Bribery Policy and ISO 37001 certification.

2. Training and Integrity Penetration
e The overall percentage of employees who received anti-corruption training (ISO 37001) increased significantly from 22.9% in FY23
to 32.5% in FY24.
e Training penetration notably improved among sub-professional staff (from 5.8% to 23.5%) and administrative staff (from 24.3% to
41.7%).
e The Group maintains a formal Whistle-Blower Policy, with zero reported cases in FY2024.
e Zero substantiated complaints were reported concerning breaches of customer privacy or data loss
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3. Board Composition.

e Chairman and Executive Vice Chairman/Acting GCEO roles are held by unrelated individuals to ensure a balanced separation of
power and authority.

e As of FY2024, the Board comprises of eight members, consisting of 1 Independent Non-Executive Chairman and 3 Independent
Non-Executive Directors. The composition complies with the Main Market Listing Requirements, which stipulate that at least 2 or
1/3 of the Board members must be independent directors.

e Female representation on the Board stood at 25.0% (2 out of 8 members).

e The Board is currently seeking a suitable candidate to assume the role of Group Chief Executive Officer (GCEO), a position
temporarily held by the Executive Vice Chairman.

HSS reinforces its commitment to strong corporate governance by complying with the Malaysian Code on Corporate Governance (MCCG)
and maintaining continuous stakeholder engagement through its Sustainability Management Procedures. The Group routinely reviews
material ESG matters in collaboration with key stakeholders including customers, suppliers, regulators, investors, employees, and the
community to ensure alignment with industry best practices and support impactful sustainability outcomes.

As at the latest practicable date (LPD), the Group has adopted key MCCG recommendations, with strong board independence and gender
diversity:

Key MCCG Governance Indicators

MCCG Governance Application Practices Partially Applied
Independent Directors 3 out of 8 (38% of the Board)
Women Directors 2 out of 8 (25% of the Board)
Compliance with 30% women target Partially achieved

Source: Company, Mercury Securities

The composition of the Board reflects the Group’s emphasis on diversity and independence in decision-making. The Group continues to
enhance its governance practices through structured stakeholder engagement, ESG integration and alignment with MCCG principles.

Overall ESG Performance. HSS Engineers Berhad (HSS) reinforced its ESG commitment in FY2024, achieving an external three-star
ESG rating and demonstrating a cohesive focus across all three pillars. Environmentally, the Group successfully reduced its operational
carbon footprint, decreasing both its Scope 1 and Scope 2 emissions while formally commencing alignment with the TCFD framework,
solidifying its strategy to integrate climate resilience into engineering solutions in line with national initiatives like the NETR. Socially,
performance was driven by significant investment in talent development, evidenced by the near doubling of average training hours per
employee, maintaining a four-year streak of zero work-related fatalities, and upholding a firm commitment to local procurement, although
the single recorded Lost Time Injury indicated an area for corrective focus. From a governance perspective, HSS maintained a robust ethical
culture, confirming zero corruption incidents following 100% corruption risk assessment coverage, and substantially increasing integrity
training across all staff categories, ensuring the core board structure adheres to the principles of the Malaysian Code on Corporate
Governance regarding independence and gender diversity. Collectively, HSS continues to embed ESG principles, leveraging its pure-play
consulting model to drive responsible business practices and contribute to sustainable value creation within Malaysia’s transforming
infrastructure sector.

This section is left blank intentionally
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Key Financial Data

Income Statement Financial Data & Ratios

FY Dec (RM m) 2023A  2024A 2025E 2026E 2027E FY Dec 2023A 2024A 2025E 2026E  2027E

Revenue 187.3 201.2 210.0 216.0 253.0 Growth

EBITDA 35.3 40.8 33.4 34.4 40.8 Turnover 0.7% 7.4% 4.4% 2.9% 17.1%

Depreciation & Amort (4.1) (4.1) 93) (10.1)  (127) EBITDA 169% 15.4% -180% 29%  18.7%

EBIT 31.2 36.7 24.1 24.3 28.1 EBIT 282% 17.4% -342% 07%  15.6%

Interest Inc/(Exp) (25) (2.8) (2.4) (2.0) (1.8) PBT 32.8% 18.0% -359% 2.6% 17.8%

Associate Earnings 0.2 0.1 0.1 0.1 0.2 Net Profit 35.0% 22.0% -33.7% 2.6% 17.8%

Profit Before Tax 28.7 33.9 21.7 22.3 26.3 Core Net Profit 352% 22.6% -33.7% 2.6% 17.8%

Taxation (8.3) 9.0) (5.2) (5.4) (6.3)

Net Profit 20.4 24.9 16.5 16.9 20.0 Profitability

Core Net Profit 20.5 25.1 16.6 17.1 20.1 EBITDA 189% 20.3% 159% 159% 16.1%
EBIT Margin 16.7% 182% 11.5% 112% 11.1%

Balance Sheet PBT Margin 15.3% 16.8% 10.4% 10.3% 10.4%

Fixed Assets 3.5 4.0 4.8 4.2 3.7 Core Net Margin 109% 12.5% 7.9% 7.9% 7.9%

ROU Assets 6.3 5.9 36.0 485 49.4 Effective Tax Rate  28.9% 26.5%  24.0% 24.0% 24.0%

Intangible Assets 163.8 163.7 162.6 162.2 161.6 ROA 54%  6.0% 4.0% 3.9% 4.3%

Other Fixed Assets 3.1 2.0 1.9 1.9 1.9 ROE 79%  85% 6.0% 5.7% 6.2%

Trade receivables 43.6 48.3 48.3 51.2 54.0

Contract assets 122.0 161.1 161.1 161.1 161.1 Leverage

Other Current Assets 13.9 18.4 19.1 20.6 23.2 Debt/Asset (x) 0.1 0.1 0.1 0.1 0.1

Cash 20.0 14.9 14.9 14.9 14.9 Debt/Equity (x) 0.2 0.1 0.1 0.1 0.1

Total Assets 376.2 418.1 409.2 429.8 462.1 Net (Cash)/Debt 19.5 20.8 19.8 19.8 19.8
Net Debt/Equity (x) 0.1 0.1 0.1 0.1 0.1

Payables 59.5 69.0 76.6 76.8 85.5

ST Borrowings 39.2 35.4 34.4 34.4 34.4 Valuations

Other ST Liability 8.9 12.5 125 12.5 12.5 Core EPS (sen) 4.1 49 33 3.4 4.0

LT Borrowings 0.2 0.2 0.2 0.2 0.2 NDPS (sen) 1.2 15 1.0 1.0 1.2

Other LT Liability 9.3 9.4 8.4 7.4 6.4 BV/sh (RM) 52.2 57.5 54.6 58.9 63.7

Net Assets 259.1 291.7 277.1 298.5 323.2 PER (x) 9.3 7.8 11.7 11.4 9.7
Div. Yield (%) 3.1 3.8 2.6 2.6 3.1

Shareholders' Equity 259.1 291.9 277.3 298.7 3233 PBV (x) 0.7 0.7 0.7 0.7 0.6

Minority Interests (0.0) (0.2) (0.1) (0.1) (0.1) EV/EBITDA (x) 6.0 5.3 6.4 6.3 5.3

Total Equity 259.1 291.7 277.1 298.5 323.2

Cashflow Statement

FY Mar (RM m)

Operating CF 18.5 (3.6) 37.6 32.8 45.2

Investing CF (1.0) 0.1 11.9 20.7 12.1

Financing CF (31.4) (2.7) (10.4) 9.5) (10.3)

Change In Cash (31.4) 2.7) (10.4) 9.5) (10.3)

Free CF 24.8 3.2 38.3 33.5 46.8

Source: Mercury Securities
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Disclaimer & Disclosure of Conflict of Interest

This report has been prepared by Mercury Securities pursuant to the Research Incentive Program under Bursa Research Incentive Scheme Plus
(“Bursa RISE+”) administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad
or the subject company. Bursa Malaysia Berhad and its group of companies disclaims any and all liability, howsoever arising, out of or in relation
to the administration of Bursa Research Incentive Program and/or this report.

The information contained in this report is based on data obtained from data and sources believed to be reliable at the time of issue of this report. However,
the data and/or sources have not been independently verified and as such, no representation, express or implied, are made as to the accuracy, adequacy,
completeness or reliability of the information or opinions in this report.

» o« » oo

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” and
“expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking statements
are based on assumptions made and information currently available to Mercury Securities Sdn Bhd. (“Mercury Securities”) and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and
recipients of this report should not place undue reliance on any such forward-looking statements. Mercury Securities expressly disclaims any obligation to
update or revise any forward-looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to

reflect the occurrence of unanticipated events.

Accordingly, neither Mercury Securities nor any of its holding company, related companies, directors, employees, agents and/or associates nor person
connected to it accept any liability whatsoever for any direct, indirect, or consequential losses (including loss of profits) or damages that may arise from the
use or reliance on the information or opinions in this publication. Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Mercury Securities has no obligation to update its opinion or the information in this report.

This report does not have regard to the specific investment objectives, financial situation and particular needs of any specific person. Accordingly, investors
are advised to make their own independent evaluation of the information contained in this report and seek advice from, amongst others, tax, accounting,
financial planner, legal or other business professionals regarding the appropriateness of investing in any securities or the investment strategies discussed or
recommended in this report. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy
is suitable or appropriate to your individual circumstances or otherwise represents a personal recommendation to you. This report is not intended and should
not under no circumstances be considered as an offer to sell or a solicitation of any offer or a solicitation or expression of views to influence any one to buy or
sell the securities referred to herein or any related financial instruments.

Mercury Securities and its holding company, related companies, directors, employees, agents, associates and/or person connected with it may, from time to
time, hold any positions in the securities and/or capital market products (including but not limited to shares, warrants and/or derivatives), trade or otherwise
effect transactions for its own account or the account of its customers or be materially interested in any securities mentioned herein or any securities related
thereto, and may further act as market maker or have assumed underwriting commitment or deal with such securities and provide advisory, investment, share
margin facility or other services for or do business with any companies or entities mentioned in this report. In reviewing the report, investors should be aware
that any or all of the foregoing among other things, may give rise to real or potential conflict of interests and should exercise their own judgement before
making any investment decisions.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain
confidential. All materials presented in this report, unless specifically indicated otherwise, are under copyright to Mercury Securities. This research report and
its contents may not be reproduced, stored in a retrieval system, redistributed, transmitted, or passed on, directly or indirectly, to any person or published in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Mercury Securities takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Mercury Securities own website material) are provided solely for your convenience. The
information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or
Mercury Securities’ website shall be at your own risk.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to the laws of the
jurisdiction in which you are located.

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part
of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.




III MERCURY SECURITIES SDN. BHD. Initiate Coverage

Recommendation Rating

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, the recommendation
rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating as the analyst may not follow the stocks

adequately.

Mercury Securities has the following recommendation rating:

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including dividend yield)
HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months (including dividend yield)
SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including dividend yield)
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