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BUY (Maintained) FY2024: Stellar Performance with Strong Growth

BBG ISO SP Prospects

Market Cap S$44.5m FY2024 results. 1ISOTeam delivered stellar performance in FY2024.
Revenue grew 17.9% yoy to $130.2m, in line with our forecasted revenue of

Price (29 Aug 2024) S$0.064 S$130.3m, fueled by strong growth in its R&R, A&A and C&P segments.

Gross profit rose by 82.4% yoy to S$20.2m, with gross profit margin
52-week range 5$0.033-0.071 recovering back to pre-covid levels at 15.5%, a significant improvement from
Target Price S$0.084 10.0% in FY2023. Net profit surged by 476.8% yoy to S$6.6m, coming in at
153% of our net profit forecast. This was fueled by the rise in gross profit
and a 24.0% increase in other income, primarily from a one-off subsidiary

Shares Outstanding 698.8m disposal gain and fair value gains on investments. Excluding the one-off
gain, the group would have recorded a net profit of S$3.3m. Marketing and

Free Float 68.6% distribution expenses fell 10.0% yoy to $$0.7m due to reduced staff costs
Major Shareholder ADD Investment Holding  20.2% post-disposal, while general and administrative expenses grew 16.8% yoy to
Pte Ltd S$13.2m, driven by higher staff compensation and professional fees.

Taisei Oncho Co Ltd 9.0% | Finance costs increased 8.6% yoy to S$2.5m, reflecting greater trade facility

usage and higher interest expenses on borrowings.
Source: Company Data, Bloomberg, SAC Capital

Investment Merits. a) 1ISOTeam’s order book stands at an impressive

025 SHARE PRICE S$193.1m as of 30 June 2024, providing visibility and revenue stability until
FY2027. b) ISOTeam has a sustainable business model, where 70% of its
02 business comes from Singapore government bodies, ensuring steady

demand. c) ISOTeam’s early adoption of Al and robotics positions them as a
forward-looking player in the built environment sector, while reducing
reliance on labor and enhancing efficiency. d) 1SOTeam’s favourable
dividend policy, where it aims for a minimum dividend payout of 25% of net
profit, underscores its commitment to delivering value to shareholders.

0os Positive Outlook. According to BCA, the Singapore’s construction sector is
expected to grow steadily until 2028, with public sector projects making up

Dm} oo — o o 55% of total demand. Government initiatives such as public sector programs
and Green Plan 2030 are expected to increase demand for ISOTeam’s

Source: Bloomberg, SAC Capital services, including works such as mandatory facade checks, estate

upgrading, expansion of cycling paths, increased green spaces and
expansion of solar energy capacity.

ANALYST

Daniel Ng Risks. a) Despite strides in automation, over-reliance on labor and evolving
+65 9382 9657 regulations remain challenges. b) ongoing cost inflation, supply chain
dng@saccapital.com.sg disruptions, and regulatory compliance may impact margins. ¢) ISOTeam

operates in a competitive market with other players also benefiting from
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public sector projects.
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Maintain BUY at revised TP of S$0.084. This is derived based on
ISOTeam’s forward EPS against the average PER of 5.5x of its peers,
reflecting the strong performance and improved financial outlook for
ISOTeam. This represents a 31.4% upside from current levels.

KEY FINANCIAL HIGHLIGHTS

Year ended Jun (S$’m) FY23 FY24 FY25E FY26E FY27E
Revenue 110.4 130.2 154.0 178.1 204.8
EBIT 2.6 9.2 10.1 134 14.9
Net profit 11 6.6 8.5 115 12.0
EPS (S$ cents) 0.3 0.95 1.22 1.65 1.72
Dividend per share (S$ cents) - 0.08 0.37 0.50 0.52
Net cash / (debt) (41.8) (27.1) (21.7) 11.7) 1.2)
Valuation

Gross profit margin (%) 10.0% 15.5% 16.8% 18.0% 18.0%
Net profit margin (%) 1.0% 5.1% 5.5% 6.5% 5.9%
EV/EBITDA (x) 13.8 5.7 5.0 3.3 24
P/E (x) 22.9 6.8 5.2 3.9 3.7
P/B (x) 0.9 1.0 0.9 0.7 0.7
Dividend yield (%) 1% 6% 8% 8%

ROE (%) 4.5% 15.4% 16.8% 19.3% 17.6%
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Income Statement Cash Flow Statement
FYE Jun (5$'m) FY23 FY24 FY25E FY26E FY27E
Revenue 110.4 130.2 154.0 178.1 204.8  Cash flows from operating activities
Cost of sales (99.3) (110.0) (128.1) (146.0) (167.9)  Profit/(loss) before tax 05 73 9.1 127 145
Gross profit 11.1 202 259 321 36.9  Adjustmentsfor:
Other income 4.6 5.7 4.0 4.6 53 Amortisation and Depreciation 3.7 32 31 36 41
Marketing and Distribution Gains and Losses on Disposal (2.5) (3.3) 00 0.0 0.0
expenses (0.8) (0.7) (1.3) (1.5) (1.8) Impairments and Write-offs 07 19 08 09 11
General and Administrative Interest income (0.1) (0.3) (0.1) (0.1) (0.2)
expenses (11.3) (13.2) (17.5) (20.3) (23.3) Interest expense 22 22 11 08 05
Finance costs (23) (25 (1.1) (0.8) (0.5) Investments and Equity 01 03 00 00 0.0
Impairment loss on receivables Other adjustments 0.0 (1.2) 1.3 (2.4) (2.0)
and contract assets (0.6) (L7) (0.8) (0.9) (L.1) Operating profit/loss 47 10.1 153 154 18.1
Other operating expenses (0.2) (0.5) 0.0 (0.4) (1.0 Changes in working capital (14.8) (4.1) (4.3) (0.8) (0.3)
Share of results of associate - - - - - Cash used in operations (10.1) 6.0 11.0 14.7 17.7
Profit before tax 05 73 91 127 145  Interestreceived 01 03 01 01 02
Tax Credit / (Loss) 07 (07) (05) (1.2) (2.5)  Taxpaid (0.0) (0.0) (0.5) (1.2) (2.5)
Net income 11 6.6 85 115 12.0 Net cash used in operating activities (10.0) 6.2 10.5 13.6 15.4
Balance Sheet Cash flows from investing activities
FYE Jun (S$’m) SPERN P YN A1 AP NP/ Additions to intangible assets (0.1) (0.0) 0.0 0.0 0.0

Purchases of property, plant and equipment (1.1) (1.0) (1.4) (1.6) (1.9)

Property, plant and equipment 215 20.0 183 164 142

GOOdVYiII 17 17 17 17 17 Proceeds from disposal of investment property 00 00 00 0.0 00
Intang!ble assets 0.2 0.1 0.1 0.1 0.1 Proceeds from disposal of property, plant and
Other mvest.ments . 35 4.7 4.7 4.7 4.7 equipment and asset held for sale 01 01 00 00 00
Investment in associate - Proceeds from disposal of other investments 00 00 00 0.0 00
Deferred tax assets 11 0.8 0.8 0.8 0.8 Proceeds from disposal of associates 00 00 00 0.0 00
Total non-current assets 28.0 273 25.6 23.7 215 Net cash inflow from disposal and derecognition
of subsidiaries 0.0 (0.0) 0.0 0.0 0.0
Contract.assets 361 422 414 405 395 Net cash outflow for acquisition of a subsidiary 00 00 00 0.0 0.0
Inventories 02 00 03 03 04 Net cash generated from investing activities (1.1) (0.9) (1.4) (1.6) (1.9)
Trade and other receivables 299 279 384 445 511
Cash and bank balances 6.8 109 9.0 114 144 Cash flows from financing activities
Tax recoverable 0.1 0.0 0.0 0.0 0.0 Proceeds from issue of share capital 0.0 104 00 0.0 0.0
Total current assets 73.0 81.0 89.2 967 105.4 Transaction costs related to issue of share capital 0.0 (0.1) 0.0 0.0 0.0
(Placement)/withdrawal of fixed deposits pledged
to bank (25) 1.0 0.0 0.0 0.0
Total assets 101.0 108.3 114.8 120.4 126.9 Drawdown of borrowings 437 497 00 00 00
. Repayment of borrowings (41.1) (56.7) (7.0) (7.0) (7.0)
Borrowings o 135 101 91 8.1 7.1 Repayment of lease liabilities (1.3) (1.4) (0.2) (0.2) (0.2)
Deferr?d t.?x_“ab'“t'es 0.1 0.1 0.1 0.1 0.1 Purchase of treasury shares 00 00 00 0.0 00
Lease liabilities 33 2.6 26 21 19 Due to directors (non-trade) 0.1 (0.2) 00 0.0 0.0
Total non-current liabilities 17.0 128 11.8 103 9.1 Interest paid (2.1) (2.2) 01 0.1 0.2
Dividends paid to equity owners 0.0 0.0 (0.6) (2.6) (3.5)
Contract liabilities 2.3 1.6 1.6 1.6 1.6 Net cash used in financing activities (3.2) 0.5 (7.7) (9.6) (10.5)
Trade and other payables 243 254 312 355 408
Bormv‘{mg.s. ) 306 241 181 120 60 Net (decrease)/increase in cash and cash
Lease liabilities 1.2 1.2 1.0 0.8 0.6 .
. . equivalents (14.3) 58 14 23 3.0
Provision for t?xaF|9p 0.0 03 03 03 0.3 Cash and cash equivalents at beginning of
Total current liabilities 58.4 52.7 52.1 503 49.4 financial year 161 18 7.6 9.0 114
Total liabilities 753 654 639 60.6 585 Cash and cash equivalents at end of financial year 1.8 7.6 9.0 11.4 14.4
Net assets 25.7 429 509 598 684
Share capital 437 543 543 543 543
Treasury shares (0.2) (0.2) (0.2) (0.2) (0.2)
Accumulated (losses)/profits (10.6) (4.0) 3.9 129 215
Foreign currency translation
reserve 0.0 0.0 0.0 0.0 0.0
Merger reserve (7.3) (7.3) (7.3) (7.3) (7.3)
Other reserves 0.0 0.1 0.1 0.1 0.1
Equity attributable to equity
holders of the Company 258 429 509 599 68.5
Non-controlling interests (0.1) (0.0) (0.0) (0.0) (0.0)

Total equity 25.7 429 508 59.8 68.4
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DISCLAIMERS AND DISCLOSURES

This report has been prepared and distributed by SAC Capital Private Limited (“SAC Capital”) which is a holder of a capital
markets services licence and an exempt financial adviser in Singapore.

This report has been prepared for the purpose of general circulation, we have not had regard to the specific investment
objectives, financial situation, tax position or unique needs and constraints of any individual person or any specific group of
persons and does not purport to be comprehensive or contain all necessary information which a prospective investor may
require in arriving at an investment decision. Any prospective purchaser should make his own investigation of the securities
and all information provided. Advice should be sought from a financial adviser regarding suitability, taking into account the
specific investment objectives, financial situation or particular needs of the person in receipt of the recommendation, before a
commitment to purchase is entered into.

This report does not constitute or form part of any offer or solicitation of any offer to buy or sell any securities. This report is
confidential and the information in this report shall not be copied or reproduced in part or in whole, and save for the recipient of
this report, shall not be disclosed to any other person without the prior written consent of SAC Capital. The distribution of this
report outside the jurisdiction of Singapore is also strictly prohibited.

Whereas SAC Capital has not independently verified all the information set out in this report, all reasonable care and effort has
been taken to ensure that the facts stated herein are accurate, this report might contain certain forward looking statements and
forward looking financial information which are based on certain assumptions and involve known and unknown risks,
uncertainties and other factors which may cause the actual results or performance of the subject company to be materially
different from those expressed herein. Predictions, projections or forecasts of the economy or market trends are not indicative
of the future performance of the subject company. The inclusion of such statements and information should not be regarded as
a representation, warranty or prediction with respect to the accuracy of the underlying assumptions of the subject company or
that the forecast results will or are likely to be achieved.

Our opinion and facts set out in this report are based on the market, economic, industry and other applicable conditions
prevailing as at the date of the preparation of this report. Such conditions may change significantly over a relatively short
period of time and we assume no responsibility to update, revise or reaffirm our opinion in light of any development
subsequent to the publication of this report, that may or may not have affected our opinion contained herein.

This report contains forward-looking statement which are based on assumptions or forecasts and are subject to uncertainties
which may result in the actual result or performance to be materially different from the opinion or facts set out herein. Caution
should be exercised in placing undue reliance on such statements. such assumptions or forecasts may change over a
relatively short period of time and we assume no responsibility to update, revise or reaffirm our opinion in light of any
development subsequent to the publication of this report.

No representation or warranty, expressed or implied, is made and no responsibility is accepted by the company, SAC Capital,
or any of their affiliates, advisers or representatives as to the fairness, accuracy, completeness or adequacy of such
information or facts, in this report or any other written or oral information made available to any interested party or its advisers
and any liability therefore is hereby expressly disclaimed.

SAC Capital and its associates, directors, and/or employees may have positions in the securities covered in the report and
may also perform or seek to perform other corporate finance and/or capital markets related services for the company whose
securities are covered in the report. SAC Capital and its related companies may from time to time perform advisory services or
solicit such advisory services from the entity mentioned in this report (“Other Services”). This report is therefore classified as a
non-independent report. However, the research professionals involved in the preparation of this report are independent of
those possible or actual business relationships as they have not and will not participate in the solicitation or provision of such
business.

As at the date of this report, SAC Capital does not have proprietary positions or interests in the subject company, except for:

Party Quantum of position

Nil Nil

w



"/’§QPITAL

As at the date of this report, none of the analysts who covered the securities in this report have any proprietary position or
material interest in the subject companies covered here in, except for:

Analyst name Quantum of position

Nil Nil

ANALYST CERTIFICATION/REGULATION AC

As noted above, research analyst(s) of SAC Capital who produced this report hereby certify that

(i) The views expressed in this report accurately reflect his/her personal views about the subject corporation(s);
(i) The report was produced independently by him/her;

(iii) He/she does not on behalf of SAC Capital or any other person carry out Other Services involving any of the subject
corporation(s) or securities referred to in this report; and

(iv) He/she has not received and will not receive any compensation directly or indirectly related to the recommendations or
views expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect
of the securities in this report. He/she has not and will not receive any compensation directly or indirectly linked to the
performance of the securities of the subject corporation(s) from the time of the publication of this report either.
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