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Gallant Venture

Banking on Bintan

¢ Breaking ground with S$1.02 target

We initiate coverage of Gallant Venture (Gallant) with a Buy
recommendation and a target price of S$1.02. We believe Gallent’s share
price has a significant 36% upside based on its undervalued landbank,
stable cash flows from its industrial estates, and blossoming Utilities and
Resort Operations sales from the planned development of Bintan Resorts.

¢ Gallant defined

Gallant is a Singapore-based holding company with 16 companies in its
stable. Its major shareholders are Indonesia’s Salim Group (deemed 51%)
and several significant Singapore shareholders. These include SembCorp
Industries (26.8%), Ascendas (7.3%) and UOB (2.5%). Gallant has four
lines of business. 1) Running the Batamindo Industrial Park and the
Bintan Industrial Estate. 2) The master developer for Bintan Resorts and
industrial land. 3) Providing support services to Bintan Resorts through its
Resorts Operations business. 4) Providing utilities to both its industrial
parks and Bintan Resorts.

¢ Undervalued: % Singapore-sized landbank

Gallant’s property development business has 18,400 hectares of land held
in its books at just S$2.97psm, or S$541m total. Gallant expects that it
can sell these lands for 5-30x its book value, based on indicative pricing.
If we conservatively revalue this land bank for development over the next
25 years, this would yield a discounted RNAV for the land bank alone at
S$$2.0b, or a surplus of S$0.60/share.

¢ Lagoi Beach Village the catalyst

However, for our base case valuation of S$1.02/share, we are only
factoring in the development of the Lagoi Beach Village (LBV), or less
than 10% of Gallant’s extensive landbank. This first phase of Gallant's
land sales will be developed over the next 5— 7 years. We also included
cashflows from industrial parks, resort operations and utilities. Resorts
and utilities earnings will be progressively enhanced from the ongoing
development of Bintan Resorts. We are optimistic that LBV will be a main
catalyst for Bintan Resorts’ long-term development. Despite market
speculation on a possible casino development on Bintan, we have not
factored that in. The stock rates a BUY as it is.
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EPS (cts) 0.5 0.3 14 33 4.4
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Yield (%) 0.0 0.0 0.0 0.0 0.0 Interest cover (x) 10.3

Co. Reg No. : 198700034E
MICA (P) : 021/01/2006

www.research.kimeng.com



Gallant Venture 23 August 2006

Gallant Venture’s history

Gallant was formed through the reorganisation of assets held on both Bintan and
Batam Islands, mainly Bintan Resorts, the Batam Industrial Park and the Bintan
Industrial Estate. These assets were previously held by various parties of a
consortium, which included the Salim Group as well as Singapore Government
Linked Companies (GLCs) such as SCI Group, Keppel Group, and JTC Group.
This consortium, formed in the early 1990s, aimed to develop the Riau Islands,
when the governments of Singapore and Indonesia signed an agreement
pertaining to the Economic Cooperation in the Framework of the Development of
the Riau Province.

Basically, the agreement entails both governments’ cooperation in promoting
international investments in tourist resort development and tourist infrastructure in
the Riau Province of Indonesia, especially Bintan. Manufacturing activities were
also encouraged, with the suspension of import duties and 25% of the total export
volume was permitted for sale in the domestic market. The lower cost structure
and abundant workforce were key attractions for multinationals to set up
manufacturing activities in Riau. Close proximity to Singapore helped too.

Spearheaded by Bintan Resorts, BIP and BIE
Under this agreement framework, the development of the Riau Islands
commenced through 3 main initiatives:

e The development of Bintan Resorts, through a holding company called PT
BMW in the early 1980s. In 1990, PT BMW was given the right to develop
land for resorts on the northern coast of Bintan.

e Batamindo Industrial Park (BIP) started in 1991, with the establishment of
PT BIC through a joint venture agreement between PT HR, STIC and
Jurong Engineering (part of JTC). The park targets mainly the electronics
industry.

e Bintan Industrial Estate (BIE) kicked off in 1994, when PT BIIE was
formed as a joint venture between PT Lembah Kemakmuran (a part of
Salim Group), STIC and the JTC Group. Initially targeting light industries
like garment manufacturing, the majority of the output is now in electronics
as well.

With the onset of the Asian financial crisis, which hit Indonesia particularly hard,
the land that was held in various entities controlled by the Salim Group was
pledged to IBRA when the Group got into difficulties in 1998. The SARS outbreak
followed not long after. From then until 2006, development of the Riau Islands
stagnated.

Eventually, the Bintan Resorts land assets were bought over from IBRA by a
venture company Parallax Group, and held under its Parallax Venture Partners
XXX (PVP XXX) subsidiary.

Gallant emerges

The Salim Group then purchased a stake in PVP XXX before the whole business
was reorganised once again to include original partners such as SCI and
Ascendas (former JTC). The aim was to restructure the industrial park and resort
assets into an optimally organised entity under the Gallant Venture name. So
while Gallant is new, having only been incorporated in 2003, the players behind it
are certainly not; they have been running the ongoing businesses since the early
1990s. The following figure outlines Gallant’s shareholders. A full illustration of the
reorganisation process is included in the Appendix.

A
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Figure 1: Gallant’'s shareholding structure

PVP XXX SembCorp Salim Ascendas uoB ATD Public
Group Shareholders
26.02% 26.84% 24.65% 7.32% 2.51% 1.04%

Gallant Venture

Source: Company data

Governments unite to reignite

In June 2006, Singapore Prime Minister Lee Hsien Loong and Indonesian
President Susilo Bambang Yudhoyono reaffirmed their commitment to the
development of the Riau Island province, to form a Special Economic Zone (SEZ)
across Batam, Bintan and the Karimun Islands. There is clearly strong political will
between the two countries to make the Riau Islands a success, and we expect this
to be a key driver in the region’s development.

Four main business areas

Subsequent to its reorganisation, Gallant has been structured into four main
business areas: Industrial Parks, Utilities, Resort Operations and Property
Development. The chart below summarises the asset values and pro-forma 2005
financial numbers for the group.

Figure 2: Gallant’s line of businesses

Industrial Parks Utilities
Value = $461m Value = $414m
Revenues = $67.2m Revenues = $140m
EBITDA = $39.0m EBITDA = $33.7m
PBT = $13.3m PBT = $18.8m

Gallant Venture
Value = $1,497m
Revenues = $227m
EBITDA = $74.7m
PBIT = $28.7m

Property Development Resort Operations
Value = $541m Value = $81m
Revenues = $0m Revenues = $19.7m
EBITDA = $3.9m EBITDA = $5.9m
PBT = $4.1m

Source: Company data
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Property Development

The property development business derives revenue from the sale of Gallant’s
landbank for development. Its extensive 18,400ha land bank, including properties
in the Batam and Bintan Islands, is valued very conservatively at S$541m, or an
average of just $$2.97/m?.

The land is held under Hak Guna Bangunan (or HGB) status under Indonesian
land laws. Essentially, HGB confers the right to construct a building on land for a
period of 30+20+30 years. This right can be sold, exchanged, transferred, and
mortgaged, and can be held directly by any corporate entity. Gallant’s lands are
up for their 30 year renewal only in the next 17-20 years. As the master developer,
Gallant has to ensure that the land it sells is used according to its zoning purpose.

A schedule of the land plots, their plot sizes, their tenure commencement dates
and valuation can also be found in the Appendix.

While most of its industrial land in Batam has already been developed, Gallant’s
property development business will derive the bulk of its revenue from the future
sale of land located in the northern and western part of Bintan; as part of Bintan
Resorts and BIE respectively, where an abundance of raw land is still available.
Gallant plans to release these lands for sale over the next 20-25 vyears,
depending on the progress of development.

Figure 3: Gallant Venture's Bintan landbank

South China Sea

a

Bintan
' GALLANT GROUP LANDBANK
PT SBP Land 3,800 Ha
PT BMW Land 14,400 Ha
Source: Company data
2% YUANTA -~
WAY consracrcsecunmes \/\J K I M E N G



Gallant Venture

23 August 2006

Bintan Resorts—the tourist hub
The northern plot of land, known as Bintan Resorts, consists of =15,600ha of land
designated for resort, commercial, residential and support facilities that is
available for sale through Gallant. The attractiveness of the area as a tourist
destination is that Bintan Resorts is located less than an hour from Singapore by
ferry, and has around 100km of shoreline with white sand beaches. A large
hinterland can also support other projects, such as theme parks and long-term
residential projects. Since 1990, four major sites totaling about 1,200ha
(demarcated in orange in the following map) were sold to third parties for

development (all currently operational).

e Nirwana Garden Resort: Established in 1996, beachfront resort with 245
hotel rooms, 100 chalets, 50 villas and a water sports beach club. Properties
are the Mayang Sari Resort, Nirwana Resort Hotel, Mana Mana Beach Club
and Cabanas, Indra Maya Villa and Banyu Biru Villa. Site size is 300 ha.

e Laguna Bintan Resort: The beachfront resort commenced operations in
December 1995. Property includes the Banyan Tree Bintan and Angsana
Resort and Spa, and has 70 villas, 128 hotel rooms and an 18-hole golf
course. Site size is 220 ha.

e Bintan Lagoon Resort: The beachfront resort commenced operations in
1996. The property has 416 hotel rooms, 57 villas and two 18-hole golf
courses. Site size is 300ha.

e Ria Bintan Resort: This beachfront resort commenced operations in 1997.
Properties include the 300-room Club Med Village and a 27-hole golf course.
Site size is 400ha.

Figue 4: Bintan Resorts landbank
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Massive 14,400ha for development
Beyond the current developments, Gallant has another
sale: Lagoi Bay, Pasir Panjang, Simpang Lagoi and the

Teluk Sumpat and its surroundings (see development map above).

14,400ha available for
North Eastern Plot of
For

perspective, this land area is around 22% the size of Singapore.

Lagoi Beach Village: a new beachhead

The first phase of future land sales by Gallant will be that of Lagoi Bay, (depicted
in light green above). Gallant will start its development through the 1,505ha Lagoi
Beach Village (LBV), where plots of land will be available for sale to property
developers, hotel owners & operators, and individual retail investors. Gallant

estimates land sales for LBV could top S$600m.

A free, fresh approach

Gallant will be taking a different approach in developing LBV, compared to what
was previously done at the other developments. Instead of taking a single resort
approach, as in previous land sales at Bintan Resorts, LBV will be developed as a

diversified township. It will incorporate pedestrian malls,

retail space and

entertainment establishments, several boutique hotels and residential

developments. Essentially, LBV will seek to create a locale

in the style of Phuket’s

Patong Beach, Bali’'s Kuta or Koh Samui’'s Chaweng, where tenants will be free to

create and sustain its overall tourist attraction.

As depicted in the map below, LBV will have a good mix of boutique hotels as well
as retail and entertainment spaces. We believe that this “free market” approach to
the development of LBV will be conducive, creating a more varied destination,
rather than the present situation where visitors are generally limited to the
attractions of their own resort itself. Marketing for the project has recently begun,

and we can expect some land sales to be announced from

2007 onwards.

Figure 5: Lagoi Bay Village masterplan

ng+ - 05ha

jFuture Theme Park
Or Retail Mall

——
‘Cultural Village

BLNTGN 2 | | 1

1
( ' w 3 L | | L |
R?-S _rjrs Y 0 0.25 0.50 1.0 KM

Source: Company data

£ YUANTA

CORE PACIFIC SECURITIES

w KIM ENG




Gallant Venture 23 August 2006

Property prospects looking up — Singapore tourism poised to pick up

LBV will be the development springboard for the long term development of
Gallant’'s landbank. Proximity to Singapore has made Bintan Resorts’
development highly dependent on visitor arrivals in Singapore. We believe that the
prospects for Bintan Resorts’ overall development are good, despite the limited
success thus far of its existing developments.

Singapore’s development of the Sentosa and Marina integrated resorts will
provide a significant boost to the visitor arrivals in Singapore from 2008 onwards.
This should also translate into a positive demand for more tropical beach-style
resorts, something that Singapore’s shoreline woefully lacks. However, beaches
aside, the sheer availability of land in such close proximity will open up a myriad of
tourism and leisure opportunities that land-scarce Singapore simply cannot
provide. Gallant is also counting on this surge in tourism to drive demand for its
land.

Additional industrial landbank in West Bintan

In addition to the land at Bintan Resorts, Gallant also holds an additional 3,868ha
of land in 10 parcels in Lobam, Bintan Island. Adjacent to Gallant’s existing BIE
development, this land is zoned for industrial and infrastructure developments.
Given the limited response to BIE, our forecasts assume that Gallant will not be
converting this land to industrial parks in the near term.

Opportunities boosted by upcoming airport

However, Gallant is setting aside 400ha of this land for the development of an
international airport, for medium-range aircraft to serve both the industrial park
and Bintan Resorts. When built, the airport will be about 40 minutes’ drive from
Bintan Resorts. It will provide greater access to tourism from within Indonesia
itself, as well as from regional countries such as Thailand, Malaysia and the
Philippines. Gallant is currently sounding out the Indonesian government officials
and potential airport operators on its development.

Market speculates that gaming will be allowed on Bintan

Gallant’s share price has seen a sharp increase recently as the market
speculates that a resort with a gaming component (ie, a casino) may be set up
within Bintan Resorts. Gambling is presently still illegal under the Indonesian
constitution. Other stories circulating are that regulations may be changed to
allow gambling in specific demarcated zones in Indonesia, one of which is in
the Riau Islands. While we are not privy to the machinations of the Indonesian
governmental process, we do not consider this to be impossible either;
Singapore itself has boldly decided to allow casinos in the upcoming integrated
resorts in Marina Bay and Sentosa. Given the potential revenues that casinos
can generate, we opine that it is too attractive an option for Indonesia to simply
rule out.

Given the close political ties between Singapore and Indonesia regarding the
development of the Riau Islands, wouldn’t the Singapore government object to
a competing casino so close to its doorstep? We are inclined to believe that
this will not be an issue. In examining the plans of the Singapore Integrated
Resorts, gaming space makes up less than 20% of commercial space, with the
majority of commercial space reserved for conventions, retail and leisure
activities. This is part of the reason that Las Vegas Sands won the bid for the
Marina Resort, in our opinion.

The gaming component therefore is simply a lucrative way to fund the
development of the overall project; the ultimate objective is to attract a wide
range of tourists and their dollars. In the same vein, a casino on Bintan would
provide a boost for tourism, and jolt the development of Bintan Resorts.

A
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Resort Operations Business

Gallant is also responsible for the overall master planning and infrastructural
development of roads, water supply, power supply, telecommunication, and
associated support facilities. This includes the ferry access between Singapore
and Bintan Resorts. The assets held under this division also encompass the land
and buildings which include the Bandar Bentan Telani Ferry Terminal and
townships that provide accommodation to workers.

Gallant provides one-stop support services to the four resorts and seven hotel
properties in Bintan Resorts. These include ferry services, ferry terminal
operations, working accommodation, estate management and security, fire-
fighting and medical services.

Figure 6: Transport and security

Source: Company data
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Currently, Gallant is the monopoly provider of support services for all the four main
resorts, which have a total of 1,370 hotel rooms. Gallant runs the fast ferry service
between Bintan’s main gateway the Bandar Bentan Telani Ferry Terminal and
Singapore’s Tanah Merah Ferry Terminal. This ferry terminal will remain the main
gateway to Bintan, probably even after the airport is established.

Resorts Operations segment reliant on visitor arrivals

The Resorts Operations segment relies on visitor arrivals to drive revenues,
particularly for the ferry services. The operations were barely profitable in FY05,
as visitor arrivals fell due to security concerns and fears following the Boxing Day
tsunami of 2004. However, visitor arrivals are poised for a resurgence, as visitor
arrivals look set to top 300,000 for the full year (see chart below).

In the longer term, this division’s turnovers are also set to grow in tandem with the
development of more properties in Bintan Resorts. Economies of scale will also
start to kick in and thus improve margins. Hence, we believe that the prospects
are very good. Once there is a critical mass of developments at Bintan Resorts,
Gallant can also benefit from the provisions of other social services such as
hospitals, a dedicated police force, and public transport. These can be provided
either through direct investments or through lucrative concessions to third parties.

Figure 7: Bintan Resort arrivals picking up

Visitor Arrivals

1996 — Jun 2006
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Source: Information based on data provided by Bintan Resort Ferries Pte Ltd
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Industrial Parks Business

Gallant's two main assets in its industrial parks business are the Batamindo
Industrial Park (BIP) in Batam and Bintan Industrial Estate (BIE) in Bintan. These
provide self-contained environments for manufacturing to tenants such as
multinational corporations, including Singaporean companies, for a variety of
industries.

Gallant provides a range of ready-built factories for rental or sale, customisable to
specifications. It also provides support services such as logistics services, to take
advantage of Singapore’s air and sea-port facilities. Such services include daily
shipping for containerised, conventional and light to heavy cargoes. These would
be to and from Singapore, transshipment for inbound and outbound cargo via
Singapore and warehousing, distribution and relocation services. Gallant also
owns and manages a port and ferry terminal at Bintan.

In addition to this, Gallant provides residential, recreational and medical amenities
for tenants and workers. Other support services include residential, recreational
and medical amenities, security and commercial centres in the industrial parks,
and on-sells power, water and waste treatment from Gallant’s Utilities business.

Investors and tenants enjoy suspension of import duties in the Bonded Zones, and
enjoy the benefit of having 25% of the total export volume permitted for domestic
market without tariff.

Figure 8: Gallant’s industrial parks

Industrial NLA Target Industries Transportation Facilities

Parks (m2)

BIP (Batam) 530,000 Electronics products and Batu Ampar and Kabil seaport,
components manufacturer, Batam Hang Nadim
pharmaceutical, precision parts International Airport, 5 ferry
manufacturer, plastic moulding terminals

BIE (Bintan) 106,000 Electronic manufacturers, Self-contained with its own port
garment manufacturers and ferry terminal, Bintan Sri

Udana

Source: Company data

Major customers from electronics & electrical

Although the revenue of the company’s industrial parks business is not dependent
on any specific tenant, a substantial portion of its revenue is derived from tenants
in the electronics and electrical sectors.

Figure 9: Industrial park customer’s profile

BIP's customer profile BIE's customer profile

36% 6.1% 6.1%

12% 24% 24% % 7% 3.0% 3.0%

18.2%

63.6%

@O USA B Singapore O Japan O Indonesia M Holland - -
B Germany W France DO Finland M Australia @ Germany W Italy O Japan O Singapore M Switzerland @ USA

Source: Company data
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Some of these tenants include Ciba Vision, Solectron, Perkin Elmer, Philips,
Thomson, Schneider Electronics, Varta, Siemens, Panasonic, TEAC, Sony
Chemical, Sanyo, Sumitomo and Venture Electronics.

Growth outlook may be muted

Both BIP and BIE have been steady cash cows over the years. Despite having
additional land-banks that they can convert to industrial parks, we are cautious
about the growth prospects of this business division for the near-term. The two
parks manufacturing focus is on electronics which, in recent years, has found it
hard to compete with lower-cost manufacturing countries like China. While Gallant
intends to attract other industries to its parks, such as pharmaceuticals and
medical supplies, we remain less than cheerful about the growth prospects of the
industrial park business over the shorter term.
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Utilities Business

Since 1990, Gallant’s utilities division has invested about S$362m for the
construction and development of utilities infrastructure and resources. These
include power generation and distribution facilities, potable water treatment
facilities, waste water treatment facilities and landfill. Under this umbrella, Gallant
provides telecommunications, electricity and water supply and waste management
services to BIP, BIE, and Bintan Resorts.

Gallant’s power plants are more reliable than other local utilities providers, as its
plants are designed for spare capacity, which allow regular maintenance and
overhauls, and have available backup units to prevent power interruptions. Gallant
has been providing a reliable electricity provider to its industrial parks since their
inception, which in turn gives its industrial parks a significant advantage in
attracting customers.

1. Power

Currently, Gallant has:

" BIP— 16 diesel fired generators and 3 dual-fuel fired generators handling an
aggregate peak 81MW.

" BIE— 4 generators handling an aggregate peak load of 11MW

" Bintan Resorts— 4 generators handling an aggregate peak load of 8.2MW

Gallant is also converting 12 of the existing diesel generators, situated in BIP with
a total capacity of 72MW, to a dual-fuel operation to include natural gas,
scheduled to be completed in 2006.

2. Water

Water is either purchased from third-parties or raw water is treated by Gallant

before being piped to customers.

= Batam— water is sourced from 2 reservoirs at Muka kuning and Duriangkang
which are owned by the local government authority.

" Bintan— water is sourced from Lake Java for BIE and a reservoir for Bintan
Resorts.

3. Telecommunications

Its telecommunications provider subsidiary, PT BBT, has capacities for about
14,000 lines for broadband, IDD, fax, local and dedicated lease lines to provide
quality telecommunication services to tenants and investors. It also has a 100m-
high microwave tower that supplements the local authority’s optical fibre networks
to minimise possible interruptions.

4. Waste Management

BIE, BIP and Bintan Resorts each have their own sewage plant to serve the area.
The utilisation of the sewage plants generally fluctuate at around 60% for BIP, and
around 20% for BIE. The cost of waste water and sewage treatment is partially
recovered from the water tariffs charged to GV’s industrial parks’ tenants.

Bintan Resorts to drive prospects

Revenues for the utilities business is determined by the number of customers, and
the amount of off-take from customers. While BIP is almost fully developed, we do
not envisage much upside from this facility for the provision of utilities. Again, we
think that most of the growth for the Ultilities business will move in tandem with the
new developments being established at Bintan Resorts and, to a lesser extent,
from BIE and the planned airport. Depending on the style of each individual resort,
potential utilities off-take is likely to be very significant.
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Valuations

A blended approach
Gallant is a diversified company with multiple income streams. As such, we are
adopting a blended approach to valuing the company.

From an asset value perspective, Gallant is sitting on a sizeable land-bank that is
currently undervalued at an average of S$2.97 per square metre (psm). For
example, the 1,504.6ha Lagoi Bay property is valued at S$129.5m, or just
S$8.60psm on average. But we believe that the value of the Lagoi Bay should
average around S$42psm, based on indicative valuations of recent transactions in
the area. Also, Keppel Land holds the Ria Bintan golf course at an average of
S$82psm in its books.

Gallant recently sold a plot of land for S$34m to an undisclosed buyer. While the
size of the four land parcels have not yet been disclosed, in keeping with the
wishes of the buyer, the S$34m purchase price was significantly above Gallant’s
book value for the property of just S$8.8m.

As another rough basis for comparison, land prices in Bali transact at anywhere
between S$80-500psm, depending on the location, with prime beachfront
commanding the premium valuations. Phuket land prices are on average another
50% higher than Bali’s. While we concede that Bintan currently does not enjoy the
same distinction as Bali or Phuket, the valuation gap is simply too wide to ignore.

For the Bintan Resorts land-bank, we are conservatively estimating a land value of
S$100psm for beachfront properties, S$50psm for intermediate properties and just
S$30psm for backlot properties while factoring in an 80% efficiency ratio. On this
basis, Bintan Resort’s properties are valued at S$2b, discounted for sales over the
next 20 years.

Base case solely assumes Lagoi Bay land sale cashflows

Our base case assumes the full development of Lagoi Bay at an average of
S$42psm over the next seven years of its development plan, which yields a
discounted present value of S$377.1m, based on land sales which could
potentially top S$600 on a dollar value basis.

Additionally, we are valuing Gallant’s Industrial Parks, Resort Operations and
Utilities businesses on a discounted cashflow basis. We expect most of the
cashflow growth for these businesses to be driven by the development of Lagoi
Bay and the ancillary services that it will require, as well as from its utilities
requirements. Rents from Industrial parks, on the other hand, are forecast to
remain generally constant in-line with the muted medium term growth of the
business. We expect Gallant's free cash flow (ex-land sales) to reach over
S$100m annually by FY11. We estimate that the cumulative DCF value from
these business segments to be worth S$1.6b.

This conservative base case valuation also excludes the potential land sales from
the other land plots outside of Lagoi Bay. These and other assets are held at its
low book value of just S$461.5m for the purpose of our calculations.

Fair value of S$1.02/share
The summation of these calculations yields us a fair value of S$1.02/share, which
serves as our near-term target price.

A
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Figure 10: Blended valuation yields S$1.02 per share

Blended valuation of Gallant Venture (assuming Lagoi land sales only)

Component S$m S$ (per share)
Net present Value of Lagoi Bay cashflow (7 yrs) 3771 S$0.156
Net Present Value of Operations Cashflow (10 yrs) 598.2 S$$0.248
NPV - Terminal Value of Operations Cashflow 1,031.7 S%$0.428
Remaining landbank/assets held at book 461.5 S$$0.191
Total value 2,468.5

No of shares (m) 2,410.4

Value per share S$1.02

Key assumptions:

Tax rate: 30%*
WACC: 9.5%
Inflation: 3%

Terminal growth rate: 3.0%

* Gallant has tax credits of over S$70m that it can offset against land sale profits

Source: Company data, Kim Eng estimates
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Potentially worth S$1.77/share

If we were to include the revaluation of all of its land-bank over the next 25 years,
Gallant’s fair value would be closer to S$1.77/share, by our calculations. This
valuation would also account for the correspondingly higher cashflows from its
utilities and resort management businesses, in-line with a greater developed area
of captive customers.

We believe that our assumptions are sufficiently conservative, as we are factoring
in a land price appreciation of just 3% pa, based on a nominal inflation rate.
However, if the development of Lagoi Bay Village is a roaring success, or if there
are other external catalysts, we could see land prices appreciate significantly. Our
sensitivity analysis indicates that an additional long-term average increase in
property prices of 1% pa will translate to a 5% upward revaluation to Gallant’s
long-term fair value.

High PEs do not reflect long-term land sales

Gallant’s earnings have been muted in the last few years, being unable to offset
taxes incurred for its industrial park and utilities businesses against losses of
unprofitable subsidiaries. Management is trying to address this issue. However,
earnings should receive a significant boost from this year onwards from ongoing
land sales.

We expect Gallant to post a net profit of S$32.7m for the current financial year
(EPS of 1.4cts), boosted by the one land sale announced so far. For FY07, we
expect net profit to more than double to S$79.8m (EPS 3.3cts), boosted mainly by
land sales as well. From a whopping 197x FY05 PE at its IPO price, Gallant now
trades at a more reasonable 21.8x FYQ7 forecasts.

Sound financials

Gallant is well capitalised with a sound balance sheet, and net gearing of just 8%
with gross debt of S$137.6m. With blue-chip shareholders like the Salim Group,
SembCorp Industries and Ascendas, Gallant is able to enjoy attractive financing
rates at 1.5% above SIBOR. That’s despite the fact that practically all its assets
are in Indonesia, a relatively riskier country. The Weighted Average Cost of
Capital that we use for our discounted cashflows and present value is 9.5%,
based on Gallant’s relatively low borrowing costs, a risk free rate of 3.5% and a
generous market risk premium of 3.5%.

Terrorism the main threat to our forecasts

Indonesia has been rocked in recent years by terrorist attacks mainly in Bali and
Jakarta. The country is also suspected as a hotbed for terrorist activities. While we
do not envisage Bintan Resorts as a candidate for terrorist attacks at the present
moment, the successful development of the resort may make it a prime target in
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the future. Further terrorist attacks in Indonesia may also negatively affect
sentiment towards investment in Indonesia, which may threaten the progress of
development in Bintan and Batam.

Natural disasters are also another risk. So far, the tsunamis that have hit
Indonesia so devastatingly over the past two years have occurred on the southern
shores of the archipelago, created by undersea earthquakes in the Indian Ocean.
While the shoreline of the Riau archipelago is not directly exposed to the Indian
Ocean, its northern shore could be exposed to tsunamis created in the Pacific
Ocean’s “Ring of Fire”, although it is relatively protected by landmasses
surrounding the region. However, natural disasters anywhere in Indonesia may
also negatively affect investment sentiment.

a
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Appendix 1: Group Restructuring Exercise

Group before Restructuring

Ascendas PT HR SCI Group PT Elitindo PVP XXX
12.5% | 50% 15% ’—‘— 100%
PT Batamindo Investment Verizon Resorts Limited
Cakrawala 15%
80% 100% less 100% less
1 share 1 share
PT Bintan Inti
15% Industrial Estate
60%
PT PT Surya PT Buana
PT Batamindo Suakajaya Bangunpertiwi Megawisata
Executive Village Indowahana ma
60%
15.25%
PT Batam Bintan 67.83%
Telekomunikasi
95% 1.049 PT Bintan Resort
Cakrawala
PT Soxal Batamindo
Industrial Gases 2.65%
30% 70%
Batamindo Carriers Bintan Resort
Pte Ltd Ferries Pte
36% 30% LtdPrivate
Batamindo 100%
Investment (S) Ltd
100% BRF Holidays Pte
Ltd
Batamindo Medical
50% Management Pte Ltd
The transition stage
NAV of
Seller Transaction Transaction | Buyer Price
PT HR (Salim Group 1.04% of GV shares - ATD PT HR to becomes subordinate creditor
has 84.88%) Shareholders of ATD
and creditors
PT HR 50% of PT BIC shares | S$416.3m GV 22.07% of GV shares at $0.50/share
SCI (part of Temasek) | 37.5% of PT BIC S$413.3m GV S$243.9m in cash
shares
SCI (part of Temasek) | 25% of PT BIIE S$167.7m GV
SCI (part of Temasek) | 30% of BRF S$$10.7m GV
SCI (part of Temasek) | 3.65% of BRC S$150.9m GV
GV 19.83% of GV shares - SembPark (part | S$243.8m in cash or S$0.51/share
of SCI)
PVP XXX 100% of Verizon S$$613.3m GV 50.65% of GV shares at $0.50/share
Resorts
PVP XXX 2.51% of GV shares - uoB Transfer price of S$0.025/share
PVP XXX 9.67% of GV shares - SembPark (part | Transfer price of $$0.025/share
of SCI)
PT Elitindo 1.04% of PT BRC S$150.9m GV 0.13% of GV shares at $0.51/share
shares
Ascendas (part of 12.5% of PT BIC S$$413.3m GV 7.32% of GV shares at $0.51/share
JTC) shares
Ascendas (part of 15% of PT BIIE shares | S$167.8m GV
JTC)
Verizon Land (Fully S$62.1m loan - PT AIB Repayment by cash or options to
owned by GV) convert to PT AIB shares at US$1 par
value to an enlarged stake of 48.71%.
Loan exp on June 2009 with an annual
interest of 1.5% above SIBOR.
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Group after Restructuring (and subsequent IPO)

PVP XXX SembCorp Salim Ascendas uoB ATD Public
Group Shareholders
26.02% 26.84% 24.65% 7.32% 2.51% 1.04% 11.62%
95% 100%
PT Batamindo Verizon Resorts Limited
Investment 40%
Cakrawala
80% 67.83% 100% less 100% less
PT Bintan Inti 1 share 1 share
60% Industrial Estate
PT PT Surya PT Buana
Suakajaya Bangunpertiwi Megawisatama
PT Batamindo Indowahana
60% Executive Village
15.25%
PT Bintan Resort
PT Batam Bintan Cakrawala
95% Telekomunikasi 3.69%
70%
PT Soxal Batamindo
30% Industrial Gases Bintan Resort
Ferries Pte Ltd
30%
Batamindo Carriers
36% Pte Ltd 100%
BRF Holidays Pte
Batamindo Ltd
100% Investment (S) Ltd
Batamindo Medical
50% | Management Pte Ltd
“™» YUANTA A
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Appendix 2: Gallant Venture’s landbank

Title & Land Title & Land
Use Right - HGB Use Right - HGB
Land Gross Commencement Value Land Gross Commencement Value
Parcel Area (ha) Date (S$m) Parcel Area (ha) Date (S$m)
Industrial Land at Kecamatan Land Bank 2
1 288.8 11/26/1993 A16 168.2 1/12/1994
2 280.6 11/26/1993 C1 219.2 9/22/1993
3 165.2 11/26/1993 Cc2 126.5 11/26/1993
4 162.7 11/26/1993 B12 64.6 1/12/1994
5 644.6 11/26/1993 B13 515 11/26/1993
5a 154.2 11/26/1993 B16 94 1/12/1994
6 386.1 11/26/1993 Cc24 229.3 1/12/1994
7 419.2 11/26/1993 C25 193.8 1/12/1994
8 471.1 11/26/1993 RA2 410 2/28/1994
9 512.5 11/26/1993 BT2 179.1 1/12/1994
10 383.0 11/26/1993 Ra5A 0.5 1/12/1994
3868.0 107.5 Ra5A 399.5 1/12/1994
RA3 502 1/12/1994
Lagoi Bay C23 191.5 1/12/1994
A5 203.7 1/12/1994 SP1 495 1/12/1994
A6 166.0 1/12/1994 3324.7 64.5
B1 227.0 2/28/1994
B2 209.7 1/12/1994 Land Bank 3
B3 209.7 1/12/1994 B15 152.6 11/26/1993
B4 172.4 1/12/1994 C3 233 1/12/1994
B5 111.8 2/28/1994 C4 305.7 1/12/1994
B5a 15.0 2/28/1994 C5 2434 1/12/1994
B8 146.3 1/12/1994 C6 183 6/9/1998
B8a 43.0 1/12/1994 Cc7 2141 1/12/1994
1504.6 129.5 Cc8 141.1 2/28/1994
C9 244.9 2/28/1994
Land Bank 1 C20 154.3 6/9/1998
AR1-1a 194.3 1/12/1994 C21 150.6 6/9/1998
A7 143.3 1/12/1994 Cc18 144 .4 1/12/1994
A8 30.1 1/12/1994 Cc19 190.3 11/26/1993
A9 33.6 11/26/1993 B17 231.1 11/26/1993
C26 200.6 1/12/1994 B18 118.6 1/12/1994
c27 179.5 1/12/1994 B19 36.7 1/12/1994
Cc28 201.8 2/28/1994 B20 451 1/12/1994
ZPZA 480 1/12/1994 B21 37.3 1/12/1994
BP 185 1/28/1994 BR2 15.0 6/9/1998
R1 215 1/12/1994 BU1 87.3 1/12/1994
RA1 420 1/12/1994 RA4 362.0 1/12/1994
1A 536 2/28/1994 R2 460.0 1/12/1994
AR2 15.1 1/12/1994 SP2 856.1 6/9/1993
B9 34.2 1/12/1994 C22 256.3 6/9/1998
A13/17- WR2 943.0 6/9/1998
17a 192.2 9/22/1993 5805.9 450
B10 204.8 2/23/1998
B11 150 2/23/1998 Infrastructure and Utilities for the following parcels
A14 216.9 1/12/1994 AT1 55.1 1/12/1994
A15 86.1 2/23/1998 BT1 135.1 1/12/1994
3718.5 194.5 Ferry
Terminal 2.8 11/26/1993
AU1 66.0 11/26/1993
WR1 1,560.0 1/12/1994
1,819.0 159.0
AN
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Profit and loss Cashflow
YE Dec (S$ m) 2004 2005 2006F 2007F 2008F YE Dec (S$ m) 2004 2005 2006F 2007F 2008F
Sales 202.0 227.1 2849 3705 406.0 Operating cash flow 544 388 688 136.0 168.2
Cost of goods sold -142.4 -169.6 -188.4 -216.7 -228.7 Operating Profit 228 222 497 978 1202
Gross Profit 59.6 57.4 964 1538 177.3 Depreciation & amortisation 512 494 410 492  59.0
Operating expenses 334 328 -447 545 -597 Change in working capital 01 -19.0 0.0 0.0 0.0
Operating Profit 262 246 517 994 117.6 Others -19.8 -138 -219 -11.0 -11.0
Net interest 68 32 3.0 26 15 Investment cash flow -31.9 -441 -1145 -137.4 -167.8
Interest income 2.0 3.3 4.0 3.0 6.0 Net capex -104 -341 -1145 -1374 -217.8
Interest expense 88 65 70 5.6 45 Change in LT investment 33 2.8 0.0 0.0 0.0
Net investment income/(loss) 0.0 0.0 0.0 0.0 0.0 Change in other assets -248 -12.8 0.0 0.0 500
Net other non-op. JV+Assoc. 0.2 0.1 1.0 1.0 1.0 Cash flow after invt. 225 53 457 -1.5 0.4
Net exceptional items (forex) 0.0 0.0 0.0 0.0 0.0 Financing cash flow -15.3 0.0 2.0 10.0 5.0
Pretax income 228 222 497 978 1202 Change in share capital 0.0 0.0 0.0 0.0 0.0
Income taxes 117 169 170 -180 -15.0 Net change in debt -15.3 0.0 20  10.0 5.0
Minority Interest 16 0.9 0.0 0.0 0.0 Others 0.0 0.0 0.0 0.0 0.0
Net profit 12.7 6.1 327 798 105.2 Net cash flow 7.2 53  -437 8.5 5.4
EBITDA 1108 106.8 927 1486 1767 Source: Company data, Kim Eng estimates
EPS 0.5 0.3 1.4 33 4.4
Source: Company data, Kim Eng estimates
Key ratios
YE Dec (S$ m) 2004 2005 2006F 2007F 2008F
Balance Sheet Growth (% YoY)
YE Dec (S$ m) 2004 2005 2006F 2007F 2008F Sales 00 124 255 300 9.6
Total assets 1,502.4 1,496.6 1,537.8 1,618.2 1,724.3 OoP 0.0 5.9 00 921 184
Current assets 150.0 159.2 2300 2249 177.0 EBITDA 7.0 36 -13.2 60.2 18.9
Cash & ST investment 104.9 97.0 1499 136.2 78.7 NP 0.0 -51.9 4359 1438 31.9
Inventories 8.1 15.2 3.0 3.9 5.1 EPS 0.0 -519 4359 1438  31.9
Accounts receivable 34.2 427 771 84.8 93.3 Profitability (%)
Others 2.8 42 0.0 0.0 0.0 Operating margin 130 108 182 268  29.0
Other assets 4426 4417 4648 5593 722.6 EBITDA margin 54.9 47.0 325 401 435
LT investments 0.0 0.0 0.0 0.0 0.0 Net Profit margin 6.3 27 115 215 259
Net fixed assets 3708 367.6 4411 5293 688.1 ROA 0.8 0.4 2.1 49 6.1
Others (intangibles) 718 742 237 300 345 ROE 1.0 0.5 2.6 5.9 7.2
Total liabilities 279.9 2692 260.4 261.0 262.0  Stability
Current liabilities 585 703 743 767 794 Gross debt/equity (%) 137 126 121 114 106
Accounts payable 209 203 243 267 294 Net debt/equity (%) 0.1 0.0 0.0 0.0 0.1
ST borrowings 376 500 500 500 500 Int. coverage (X) 158 103 514 1567 258.2
Others 0.0 0.0 0.0 0.0 0.0 Int. & ST debt coverage (X) 158 103 514 1567 2582
Long-term liabilities 1733 1490 1501 1501 150.1 Cash flow int. coverage (X) 0.8 -0.8 -6.2 1.5 1.2
Long-term debts 1300 1052 1052 1052 1052 Cash flow int. & ST debt (X) 0.8 0.8 6.2 15 1.2
Others (incl minority) 433 438 45.0 45.0 45.0 Current ratio (X) 2.6 2.3 3.1 29 22
Shareholder's equity 12225 1,227.4 12775 1,357.2 14624  Quickratio (X) 2.4 2.0 3.1 29 22
Paid-in capital 11898 1,1950 12131 12131 12134  Netdebt(US$m) 627 582 53 190 765
Reserve 00 00 327 1125 2176 Fersharedaacts)
Capital adjustment 327 324 31.7 31.7 31.7 EPS 52.7 253 1357 3309 436.3
CFPS 2.8 1.4 29 5.7 7.0
Source: Company data, Kim Eng estimates BVPS 49.4 49.6 517 55.0 59.4
SPS 8.4 94 118 154 168
EBITDA/share 46 4.4 3.8 6.2 7.3
DPS 0.0 0.0 0.0 0.0 0.0

Source: Company data, Kim Eng estimates
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TERMS FOR PROVISION OF REPORT
AND
DISCLAIMERS

This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd.
("KER") or a related entity to KER (as the case may be) who are institutional investors (for the purposes of both the
Singapore Securities and Futures Act (“SFA”) and the Singapore Financial Advisers Act (“FAA”)) and who are allowed
access thereto (each an "Authorised Person") and is subject to the terms and disclaimers below.

IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND
DISCLAIMERS SET OUT BELOW, YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR
ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO RECEIVE SUCH REPORTS.

This report provides information and opinions as reference resource only. This report is not intended to be and does not
constitute financial advice, investment advice, trading advice or any other advice. It is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial products. The information and commentaries are
also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.

The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons
who receive it. The securities discussed in this report may not be suitable for all investors. Readers should not rely on
any of the information herein as authoritative or substitute for the exercise of their own skill and judgment in making any
investment or other decision. Readers should independently evaluate particular investments and strategies, and are
encouraged to seek the advice of a financial adviser before making any investment or entering into any transaction in
relation to the securities mentioned in this report. The appropriateness of any particular investment or strategy whether
opined on or referred to in this report or otherwise will depend on an investor’s individual circumstances and objectives
and should be confirmed by such investor with his advisers independently before adoption or implementation (either as
is or varied). You agree that any and all use of this report which you make, is solely at your own risk and without any
recourse whatsoever to KER, its related and affiliate companies and/or their employees. You understand that you are
using this report AT YOUR OWN RISK.

This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim
Eng affiliated entity/entities operating and carrying on business as a securities dealer or financial adviser in that
jurisdiction (collectively or individually, as the context requires, "Kim Eng") which has, vis-a-vis a relevant Authorised
Person, approved of, and is solely responsible in that jurisdiction for, the contents of this publication in that

jurisdiction.

Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this
report. Derivatives may be issued by Kim Eng its related companies or associated/affiliated persons.

Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies
mentioned in this report. These businesses include market making and specialized trading, risk arbitrage and other
proprietary trading, fund management, investment services and corporate finance.

Except with respect the disclosures of interest made above, this report is based on public information. Kim Eng makes
reasonable effort to use reliable, comprehensive information, but we make no representation that it is accurate or
complete. The reader should also note that unless otherwise stated, none of Kim Eng or any third-party data providers
make ANY warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.

Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information,
photographs, graphics, text, images, logos, icons, typefaces, and/or other material (collectively “Content”)
protected by copyrights, trademarks, or other proprietary rights, and that these rights are valid and protected in
all forms, media, and technologies existing now or hereinafter developed. The Content is the property of Kim
Eng or that of third party providers of content or licensors. The compilation (meaning the collection,
arrangement, and assembly) of all content on this report is the exclusive property of Kim Eng and is protected
by Singapore and international copyright laws. The reader may not copy, modify, remove, delete, augment, add
to, publish, transmit, participate in the transfer, license or sale of, create derivative works from, or in any way
exploit any of the Content, in whole or in part, except as specifically permitted herein. If no specific restrictions
are stated, the reader may make one copy of select portions of the Content, provided that the copy is made only
for personal, information, and non-commercial use and that the reader does not alter or modify the Content in
any way, and maintain any notices contained in the Content, such as all copyright notices, trademark legends,
or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by the fair
dealing privilege under copyright laws, the reader may not reproduce, or distribute in any way any Content
without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any
authorised/permitted distribution is restricted to such distribution not being in violation of the copyright of Kim
Eng only and does not in any way represent an endorsement of the contents permitted or authorised to be
distributed to third parties.
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Jurisdiction Specific Additional Disclaimers:

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO
THE PRESS OR OTHER MEDIA, AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR
TRANSMITTED INTO THE REPUBLIC OF KOREA, OR PROVIDED OR TRANSMITTED TO ANY KOREAN PERSON.
FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN THE
REPUBLIC OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING
LIMITATIONS.

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO
THE PRESS OR OTHER MEDIA, AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR
TRANSMITTED INTO MALAYSIA OR PROVIDED OR TRANSMITTED TO ANY MALAYSIAN PERSON. FAILURE TO
COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN MALAYSIA. BY
ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.

Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply
if the reader is receiving or accessing this report in or from other than Singapore.

As of 23 Aug 2006, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in Gallant Venture.
© 2006 Kim Eng Research Pte Ltd. All rights reserved. Except as specifically permitted, no part of this presentation
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