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Company Update

Entertainment = Singapore

SimLeisureGroup
(SLGISP

Firstof its kind—theme park focused entertainment stock listed in SG

Event

Sim Leisuré&sroup (SLG3ommenced trading today, raisir§$5.8mn through a
private placement Majority of the funds raised will be used to redeem all
outstanding convertible preference shares held by Penang Development Corp
maturing inmid-2021

This will not affecexpansion planto constructa second ESCAPE theme park via
a joint verture with a subsidary of Imperium Crown Limited catalyst board
listed companyn SGX Under the MOU agreement, SLG will be responsible for
the design and build of the theme pairk Wonder Stone Park, Linyi (Chiaayd

will manage and operate it for 40 years.

Success in Penang, huge growth potential in Lilytorporated in Singapore on

8 Mar 2018,SLGoperates a profitable theme park under the ESCAPE brand in
Penang, MalaysigAnnual visits to ESCAPE Penang grew from about 112,000
visits in FY2017 to 185,0Q0sits in FY2018The launch ofa new play area,
Gravityplay enticed renewed interest in the theme parlast year The theme

park thrives mainly on domestic business, with 75% of visitors being locals.
Penanghas a populationi, 767,000 (2018), compared tdnyA Q a
11,240,000 (end 2016). A simple extrapolatwould bring annual visit courib
about a million fora theme park thriving onesidents based in Linyhecom also
predicted that 75% of all Chinese theme parkan expect at least 500(D
annual visits in 2020.

Chinese Theme Paf&ector

Globally, theme park trends ke been favourablewith growth moderating at
around 5% for both theme parks and water parks. According to Aecom, growth
had been primarily led by China, which saw themekpitendance grew at an
average rate of 13% annually since 2008. With a growiidglle claspopulation,
infrastructure improvemerg and demand for domestic travel, there seems to
be significantopportunity forcontinued expansion in this sector.

Figure 2: YOY growth in theme parks and wate
parks in APAC region (%)

Figure 1: YOY growth in theme parks and wa
parks globally (%)
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Source: Aecom, KGI Research Source: Aecom, KGI Research

Both sypply and demandmatrices look to be in favour of Chinese theme park
operators. Domestic market saturatioseens f 2 g 2
theme parkvisit countat 0.13 compared to that ithe USat 0.65. By 2020,
Chinais expected to surpass theSto beO2 YS (G KS g2NI RQa
entertainment market based on attendance, at a CAGH.2% over the next
three years.
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Figure 3 Pipeline concentration in South and Figure 4: low saturation riskper capita theme
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Thereare an estimated 70 theme parks within the supply pipeline from now
until end 2025 to meet the growing demand, with a concentration within the
relatively wealthierastern regions

Prices for theme parks across China are priced within the range o# 160
250¥, translating to about S$3Q b p n ® 9 { / b ticketpriceStfat rdrged
between 69RM to 138RM (around S$23 to 9$4is on the lower rangef that
charged by thi Chinese counterparts.

Figure5: Comparison of ESCAPE Penang with major Chinese theme parks and water parks

Adult Adult 2017 Annua .
o Toet Ve o Al e
Price  Price (S$ (in millions)
Theme Parks
Chimelong Paradise 220¥  S$44.00 4.18 60 4.8/5.0* 148
Chimelong Ocean Kingdom 298¥  S$59.70 9.79 15 4.7/5.0* 125
Shanghai Disneyland 399¥  S$79.90 11 35 4.6/5.0* 963
Happy Valley Shenzhen 220¥  S$44.00 3.9 26 4.5/5.0* 86
Happy Valley Beijing 210¥  S$42.00 3.95 40 4.7/5.0* 75
Water Parks
Kaifeng Yinji Water Park - - 1.3 56 4.5/5.0* 42
Chimelong Water Park 99¥ S$19.80 2.69 39 4.7/5.0* 450
Mixed Attractions
Wuhu Fantawild Water Patk 220¥  S$44.00 12 300+  4.6/5.0* 309
ESCAPE Penang 96.60RM S$31.75  0.185 37 45/5.0" 22

Attraction review sources: * C trip, ” TripAdvisor

Source: KGI Research

A strategy adopted by ESCAPE Penang Wfo2 O] A Y @y cBegingi 2 Y S
significantly lower prices when tickets are booked online in advance. This pricing
strategy should see good adoption by Chinese consumigen their relatively

higher adoption of online bookingUsual leisure booking sites such as Cisip
automatically linkedto payment apps such as Wechat and Alipay for a seamless
transaction.

March 1, 2019 KGI Securities (Singapore) Pte. Ltd.
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Figure 6 Percentage breakdown of theme Figure 7 Adult Admission Ticket Prices in
parks by forecasted 2020 attendee (%) existing Chinese theme parks (¥)
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Source: Aecom, KGI Research Source: Aecom, KGI Research

Valuation & Action

+lfdz-r iA2ya o6FaSR 2y {[DQa KAalG2NROI
potential of its business, given that the main catalyst for the stock price would
be the earnings contribution from the ESCAPE theme pdtknin.Nonetheless,

we have identifie peer companies of SLG for a comparison of what investors
could potentially expedn the future.

SLGhas also disclosed in the prospectus that they will be issuing annual
dividends of a minimum of 30% net profit FY201%nd FY202@no further
guidane was giverfor yearsafter FY202Q)Thisroughly approximateso a FY18
dividend yield o#4.5%based on unaudited 1H18 net profit of RM$2.048rand

an exchange ratef 3.0 RM/SGD

Figure 8 Global peers of SLG

ATES MKkt Cap 2018 pyegmpa 1O qpggyp  SYR O Net

(local (in USD$m’ P/E (x) PI/B(x) vRevenue ‘ ® Returns Returns historical Gearing

currency) : (in USD$m YTD P/E (x) (%)
Sim Leisure Group SGDO0.22 21.8 21.7 2.0 - - - - ° 53.85%*
Theme Park Operators
E-World KRW 2240 180 73.2 15 31.0 23.6 . -10.0% 25.8% - 48
Oriental Land Co Ltd/Japan JPY 12215 39,793 46.6 51 4,325.9 249 10.5% 17.8% 333 8
Tokyo Dome Corp JPY 1046 898 14.6 0.9 748.6 55 ' 13.6% A% 16.0 134
EVENT Hospitality and EntertaAUD 12.81 1,464 18.7 18 990.4 9.0 . -5.8% 6% 18.6 35
Aeon Fantasy Co Ltd JPY 2781 491 25.6 20 647.9 4.3 3.7% 5% 27.8 25
Village Roadshow Ltd AUD 3.18 439 - 14 737.6 - 17.3% -8.3% - 102
China Travel International Inv HKD 2.35 1,633 11.1 0.8 629.9 7.3 12.4% 6% 17.4 1
Average 6,414 31.6 19 1,158.8 12.4 6.0% -2.4% 22.6 50
Median 898 222 i3 737.6 8.2 10.5% .6% 18.6 34.6

* For the audited year 2017

SourceBloomberg KGI Research

March 1, 2019 KGI Securities (Singapore) Pte. Ltd.
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Business Overview

Low Tech, High Fun Theme Parkhe firm owns ESCAPE Penang, the number
one theme park in Malaysia (based on TripAdvisor). Currently, the park consists
of three separate theme park districts Adventure play, Waterplay ah
Gravityplay Adventureplayconsists of rope obstacle courses propped in-aiid
AYALANBR o0& UGNIRAGAZ2YLFE Wil YLRYIQD 2}
segment parks constitutes water based slides. The last theme park district,
Gravityplay which will launch in 1H19 will feature chairlifts and two downbhill
karting tracks.

Figure 9 GravityPlay, ESCAPE Penang Figure 10 WaterPlay, ESCAPE Penang

Source: Company, KGI Research Source: Aecom, KGI Research

Low fixedcostand minimal variable expensesThe theme parks immersedn

a natural setting. Attractions such as those in Adventureplay require relatively
low maintenance cost#\ccording to SLGh¢ annual number ofisitors required

to break even in FY2018 was 114,035. Revenue from additional visits will directly
contribute towardsthe bottom line. As a comparison, ESCAPE Penang attracted
a total of 185,47%isitsin 2018.

Fixed @erhead expensesonsist ofdepreciation, land rentiaand utilities.Daily
operating cost includes fixed overheads, direct materials and direct labour.

Figure 1L: Profit margins and break down of Figurel2: Breakdown of balanceheet as of end
operating expenses (% of revenue) FYy2017, in RM “000s
9.11 9.24
24,883 375 48088 oo oo 21,449
53.80% 54.50% 14,605 26,609
12,004
[l
20.80% » =3 ©w @ = “w " v >
2 g 2 s s : g
FY15 FY16 FY17 £ s ] S = = =
2 3 8 5 5 3 8
I Direct Materials =1 Direct Labour mmmOverheads § : o L
3 Operating Profits+—Revenue 2
Source: Company, KGI Research Source: Aecom, KGI Research
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Sim Leisure’s Future Strategy

Broaden the playing groundsSLGintends to expand the ESCAPE theme park
model into new geographical locations such as China and South East Asia. The
firm entered into a norbinding MOU in 3Q18 to design and operate a theme

park in Linyi, Shandong province. The theme park building model wowddriee
similarly in three phaseg Adventureplay > WaterplaySravityplaya NJ { A Y Qa
plan isto have a portfolio of 20 theme parks und8LGwithin the next10years.

Outdoors to indoors With retail spaces looking to diversify shopper experiences,
SL®@& Y2RSt O2dz R 0SS NBLX A O MEIRwitH & & dzA
accompanying indoor theme park, such as SkyTropolis Indoor Theme Park
Genting, could bring a more diversified shopper experierieGeould also
replicate the low tech high fun adel which is essential iGravityplayto retail

malls as well. Locally, Climb Central, a rock climbing facility, within Kallang Wave
Mall showed would be auccesgxample that Sim Leisure could replicate.

Figure B: SkyTropolis Indoor Theme Park Figure 14Climb Central in Kallang Wave Mall
Gerting

Source: Aecom, KGI Research Source: Aecom, KGI Research

BusinesRisks

Higher labour costsThe Minimum Wages Order 2018 will commence on the 1

of January 2019 in Malaysia. Minimum monthly wages and minimum hourly
wages will increase from RM 1,000 to RM 1,100 and approximately RM 48 to
RM 53 respetively. Given that labour coss a ratherbig direct expensethe

effect of the new law mightitSL® & wHnamdgp LINRPFAG FyR f2aa

Heightened competitionin China. The theme park sector in China is an
oligopolistic market, with a few large chain players suctO&J GroupChime

Long Group andWanda Group According to Aecormmore than 70 theme parks

are forecasted tde completedbetween now and 2025. An estimate2D theme

parks within this count will be built in North and East Chiuoging as direct
O2YLISGAGAZ2Y (2 {[ DQiasityatbdin thié KeBthesf thest NJ
two regions.

Periodic discounting O NBR &S GKNRBAAK [/ GNALE / KAY
Klook, would show that theme park ticket prices tend to be cyclical in nature.
Ticket prices would be discount@dore heavily in the range of 280% off usub

prices, during noipeak seasonPeak periods in China would occaround
Chinese New Year, during public holidays dmdngschool holidays.

March 1, 2019 KGI Securities (Singapore) Pte. Ltd.
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Figurel5: Historical statements of comprehensive income

< Audited » < Unaudited = <—— Pro forma —>
2015 2016 2017 1HFY2017 1HFY2018 FY2017 1HFY2018
RM RM RM RM RM RM RM
Revenue 9,107,752 9,243,457 9,683,166 3,587,709 8,448,215 9,683,166 8,448,215
Cost of sales (4,205,808) (4,204,201) (5,056,262) (2,097,105) (3,816,016) (5,056,262) (3,816,016)
Gross profit 4,901,944 5,039,256 4,626,904 1,490,604 4,632,199 4,626,904 4,632,199
Other item of income
Other income 97,879 54,451 9,565 6,384 379,402 9,565 379,402
Other items of
expense
Administrative
expenses (1,829,071) (2,207,292) (2,740,274) (1,205,283) (1,510,493) (2,740,274) (1,510,493)
Finance costs - - (187,742) (3,994) (772,411) (187,742) (772,111)

Profit before income tax 3,170,752 2,886,415 1,708,453 287,711 2,728,997 1,708,453 2,728,997

Income tax (expense)/
credit (491,964) (312,760) (420,124) 7,460  (681,452) (420,124) (681,452)

Profit for the financial
year/period 2,678,788 2,573,655 1,288,329 295171 2,047,545 1,288,329 2,047,545

Total comprehensive
income for the financial
year/period, net of tax 2,678,788 2,573,655 1,288,329 295,171 2,047,545 1,288,329 2,047,545

Source: IPO Prospectus, KGI Research

Figurel6: Historical Financial Statement

< Audited » Unaudited <—— Pro forma —p
As at 31 As at 31 As at 31 As at 30 As at 31 As at 30
December December December June December June
2015 2016 2017 2018 2017 2018
RM RM RM RM RM RM
ASSETS
Non-current assets
Plant and equipment 16,681,403 31,411,539 44,883,391 46,346,004 44,883,391 46,346,004
Current assets
Inventories 21,464 21,195 140,425 33,675 140,425 33,675
Trade and other receivables 647,143 702,560 1,196,990 1,071,954 1,196,990 1,071,954
Prepayments 21,532 201,899 1,018,544 823,827 1,018,544 823,827
Cash and bank balances 1,846,471 2,844,448 818,738 765,678 818,738 765,678
2,636,610 3,770,102 3,174,697 2,695,134 3,174,697 2,695,134
Total assets 19,218,013 35,181,641 48,058,088 49,041,138 48,058,088 49,041,138

EQUITY AND LIABILITIES
Equity
Share capital 10,800,000 10,800,000 10,800,000 10,803,000 16,766,108 17,415,529

Equity component of
redeemable convertible

preference shares - 238,324 275,112 275,112 275,112 275,112
Retained earnings 6,512,399 9,086,054 10,374,383 12,421,928 10,374,383 12,421,928
Total equity 17,312,399 20,124,378 21,449,495 23,500,040 27,415,603 30,112,569

Non-current liabilities
Finance lease payables - - 46,089 23,290 46,089 23,290

Liability component of
redeemable convertible
preference shares - 12,065,729 11,301,009 11,125,544 11,301,009 11,125,544

Deferred tax liabilities 470,000 561,000 656,277 691,929 656,277 691,929

470,000 12,626,729 12,003,375 11,840,763 12,003,375 11,840,763

Current liabilities
Trade and other payables 1,235,614 2,208,834 9,804,146 8,246,797 3,928,038 1,634,268
Finance lease payables - - 44,166 45,117 44,166 45117

Liability component of
redeemable convertible
preference shares - - 4,552,490 4,771,001 4,552,490 4,771,001

Current income tax payable 200,000 131,700 114,416 637,420 114,416 637,420

1,435,614 2,430,534 14,605,218 13,700,335 8,639,110 7,087,806

Total liabilities 1,905,614 15,057,263 26,608,593 25,541,098 20,642,485 18,928,569

Total equity and liabilities 19,218,013 35,181,641 48,058,088 49,041,138 48,058,088 49,041,138

SourcelPO Prospectu&Gl Research

KGI Securities (Singapore) Pte. Ltd.
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Figure T: Financial statistics prglacement and posplacement

< Audited » <4— Unaudited —3%» <4— Pro forma—>
(RM’000) FY2015 FY2016 FY2017 1HFY2017 [1HFY2018 FY2017 1HFY2018
Revenue 9,108 9,243 9,683 3,588 8,448 9,683 8,448
Profit before income tax 3,171 2,886 1,708 288 2,729 1,708 2729
Profit attributable to
owners of the parent 2,679 2,574 1,288 295 2,048 1,288 2,048
Pre-Placement EPS
(sen)™ 2.50 2.40 1.20 0.28 1.91 1.20 1.91
Pre-Placement EPS
(S$ cents)@ 0.88 0.80 0.39 0.09 0.64 0.39 0.64
Post-Placement EPS
(sen)® 2.00 1.92 0.96 0.22 1.53 0.96 1.53
Post-Placement EPS
(S$ cents)®© 0.70 0.64 0.31 0.07 0.52 0.31 0.52

Notes:

(1) For comparative purposes, the pre-Placement EPS for the respective financial year/period have been computed
based on profit attributable to owners of the parent and the pre-Placement share capital of 107,285,000 Shares.

(2) For comparative purposes, the post-Placement EPS for the respective financial year/period have been computed
based on profit attributable to owners of the parent and the post-Placement share capital of 134,225,000 Shares.

(8) The exchange rates used to compute the EPS in S$ cents, were based on the average exchange rates between S$
and RM for the respective financial years or periods.

Source: IPO Prospectus, KGI Research

KGI Securities (Singapore) Pte. Ltd.
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Figurel8 ESCAPE theme park segmartroduction

ESCAPE Adventureplay ESCAPE Waterplay ESCAPE Gravityplay

Commenced operations November Commenced operations November Expected to commence operations
2012 2017 first half of 2019
+ Activities include: climbing zones, « Features more than 10 rides and « Featuring two downhill karting
obstacle courses, zip lines and attractions tracks
iRdoor;mazes « Attractions include a high diving = Visitors to ESCAPE Gravityplay will
» Campsite with camping facilities platform, water slides of various be able to travel from the hilltop
| Karti
 ‘Notable awards include TripAdvisor :(Tlaglmrslj:rd designs, a wave pool and :z;abz :ﬁ]g:nhll karting track or a dry
Certificate of Excellence from 2014 ¥ rive
to 2018 « Sites for beach volleyball and beach « Third in the ESCAPE series

soccer

Source: IPO Prospectus, KGI Research

Figurel9: Ticket price range charged by ESCAPE Penang

FAMILY & FRIENDS

Individuals of up to 19 persons

FUTURE KID ‘ Kl BIG KID SUPER KID
{0-3] [13-60) (61-100+)

m

78.20 117.30 78.20**
| 73.60 | 11040 [ 73.60** |
£ 0Pays 69.00 103.50 69.00**

4 59.80 89.70 59.80**
| 50.60 | 75.90 | 50.60** |
61+ Days

46.00 69.00 46.00**

. Peak Day
(O Non-peak Day

*Free when accompanied by a paying guest
**Free for Malaysian Super Kids on presentation of their IC at the ticketi

g when panied by a paying guest.

Source: Company Websit€Gl Research
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Rating Definition
YDL {SOdzNRiGASa wSa &rebdddomsn ADSdu® RefrS afifgyIsyistang

BUY >10% total return over the next 12 months
HOLD -10% to +10% total return over the next 12 months
SELL <-10% total return over the next 12 months

This report is provided for information ondnd is not an offer or a solicitation to deal in securities or to enter i
any legal relations, nor an advice or a recommendation with respect to such securities. This report is prep:
general circulation. It does not have regard to the specifiestment objectives, financial situation and tf
particular needs of any recipient hereof. You should independently evaluate particular investments and ¢
an independent financial adviser before dealing in any securities mentioned in this report.

Ths report is confidential. This report may not be published, circulated, reproduced or distributed a
redistributed in whole or in part by any recipient of this report to any other person without the prior wri
consent of KGI Securities. This repsrhot intended for distribution and/or redistribution, publication to or us
by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Securities may determ
absolute discretion, where the distribution, publicationuse of this report would be contrary to applicable Ie
or would subject KGI Securities and its connected persons (as defined in the Financial Advisers Act, Chap
Singapore) to any registration, licensing or other requirements within such jurdict

CKS AYTF2NNIGAZ2Y 2N gASg4a Ay (GKS NBLEZNI o6aLyT2NY
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or complet
such sources or the lofmation and KGI Securities accepts no liability whatsoever for any loss or damage
from the use of or reliance on the Information. KGI Securities and its connected persons may have issut
reports expressing views different from the Infornmatiand all views expressed in all reports of KGI Securities
its connected persons are subject to change without notice. KGI Securities reserves the right to act upor
the Information at any time, including before its publication herein.

Exceptas otherwise indicated below, (1) KGI Securities, its connected persons and its officers, employe
representatives may, to the extent permitted by law, transact with, perform or provide broking, underwr
corporate financerelated or other service for or solicit business from, the subject corporation(s) referred tc
this report; (2) KGI Securities, its connected persons and its officers, employees and representatives may
the extent permitted by law, transact with, perform or provide kimg or other services for or solicit busine
from, other persons in respect of dealings in the securities referred to in this report or other investments r
thereto; and (3) the officers, employees and representatives of KGI Securities may ats@isehe board of
directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoi
KSNBI FGSNI NBFSNNBR (2 a (GKS a{dzoaS00 .dzarAySaas

However, as of the date of this report, neither KGI Securitiestagepresentative(s) who produced this repo
0S8 OK | aNBaSINOK Fylrfeadéos KFa Fyé LINRPLNARSGOIN
any market in, the securities which are recommended in this report.

Each research analyst Kf5I Securities who produced this report hereby certifies that (1) the views expres:
this report accurately reflect his/her personal views about all of the subject corporation(s) and securities
report; (2) the report was produced independentby him/her; (3) he/she does not carry out, whether fi
himself/herself or on behalf of KGI Securities or any other person, any of the Subject Business involving ar
subject corporation(s) or securities referred to in this report; and (4) he/shenbageceived and will not receive
any compensation that is directly or indirectly related or linked to the recommendations or views expres
this report or to any sales, trading, dealing or corporate finance advisory services or transaction in oé$pec
securities in this report. However, the compensation received by each such research analyst is based upor
FIOG2NARY AyOfdzRAYy3a YDL {SOdNRGASaQ G2aGFt NBOSydz
dealing in securiés.
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