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Unrated Mineral Assets Not Reflected in Share Price
Current Price S$0.154 = Background. GSS Energy Limited has two businesses, precision
engineering (PE) and oil & gas (O&G) exploration and production. The PE
Fair Value $$0.230 business comprises of electronic manufacturing services in Batam,
Up / (downside) 49.4% precision shafts manufa cturing in Singapore and machining in Changzhou,
China. The energy business pertains to production of O&G from a 47.63 sq.

Stock Statistics km operation area (Trembul area) in Java, Indonesia.

G » Positive momentum at the PE business in 1H17? GSS has reported
52?:05\} cap gig%j;n sequentially higher PE revenue, from S$15.6m in 4Q15 to S$16.9m in 1Q16,
: to S$20.5m by 4Q16. On a full year basis, PE revenue grew by 20% to

2-high . . . e
ivg Igaily Vol 522;91127 S$75.7m in FY16. As per its annual report, GSS has been receiving
oo dae 4236.2’ increased orders from customers of the factory in Batam and the increased
Free float 5204 orders are expected to continue into 2017 with new projects in the pipeline.

= Energy production to kickstart in 2H17. GSS has entered into an
operation agreement with stated-owned PT Pertamina in the Trembul area,

Key Indicators . . . . .
where PT Pertamina will pay GSS the operating costs of producing all oil &

ROE 16 51.0% gas in the area. GSS will be entitled to 23.5% of the petroleum and 31.4%
ROA 16 27.3% of the natural gas produced, after accounting for operating costs. GSS’s cost
P/BV 2.1x of participating in this project is that it has to commit to an exploration and
Net gearing Net cash development programme for an initial three years amounting to US$7.86m.

The Trembul area agreement is for a period of 15 years and 24.3m stock
tank barrels of contingent resources at depths up to 800 metres have been

Major Shareholders estimated by a geologist in a Qualified Person’s Report in 2015.

Sydney Yeung 18.28% * Net cash balance sheet. As of December 2016, GSS has net cash of

Glenn Fung 13.44% S$14.8m, equivalent to about 3.0 cents per share. During 2015, GSS

reported a net loss mainly due to S$34.8m of impairment from a previous oil

& gas venture which is unlikely to recur. With the new operation agreement

Historical Chart with PT Pertamina, GSS will be able to enjoy cost recovery which mitigates
against any down swing in oil and gas prices.
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» Potential valuation of S$0.230 per share. The PE business made S$8.0m
in FY16, excluding S$2.4m of non-operating gain (i.e. government
compensation). Pegging at 10x P/E, we derive a rough valuation of around
S$80m (S$0.161 per share) for the PE business. Assuming a narrow
US$1.0 (S$1.40) net margin after development costs for these 24.3m

002 barrels, the energy business may be worth S$34.0m, leading to a valuation
20 of S$114.02m (S$0.230 per share) for the group. As we are assuming a 2%
100 margin for the energy business, we argue that we have sufficiently factored

in any conglomerate discount for the group, especially when a higher
multiple is possible for the PE business. However, we refrain from assigning
a rating, as we have only done limited work at this juncture. Risks include
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Source: Bloomberg whether the 24.3m barrels can be extracted over the 15-year term.
Key Financial Data
(S$ m, FYE Dec) 2012+ 2013 2014* 2015 2016
Sales 89.5 126.8 69.0 67.6 75.7
Gross Profit 8.8 9.5 11.7 18.1 179
Net Profit 0.36 045 2.1 -18.8 13.1
EPS (cents) 0.28 0.34 0.78 -3.97 2.71
Liu Jinshu EPS growth (%) na 214 129.4 Nm nm
PER (x) 55.0 453 19.7 Nm 5.68
(+65) 6236-6887 Total Assets 30.3 264 28.6 38.1 575
jinshu.liu@nracapital.com Total Liabilities 223 17.7 13.0 244 19.6
Www.nracapital.com NTA/share (cents) 58 6.3 46 23 7.3

Source: Company, NRA Capital *Based on financial year ended 31 August.
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This publication is confidential and general in nature. It was prepared from data which NRA Capital Pte. Ltd (“NRA Capital”) believes
to be reliable, and does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific person who may receive this report. No representation, express or implied, is made with respect to the accuracy,
completeness or reliability of the information or opinions in this publication. Accordingly, neither we nor any of our affiliates nor persons
related to us accept any liability whatsoever for any direct, indirect, special or consequential damages or economic loss that may
arise from the use of information or opinions in this publication. Opinions expressed are subject to change without notice.

NRA Capital and its related companies, their associates, directors, connected parties and/or employees may own or have positions
in any securities mentioned herein or any securities related thereto and may from time to time add or dispose of or may be materially
interested in any such securities. NRA Capital and its related companies may from time to time perform advisory, investment or other
services for, or solicit such advisory, investment or other services from any entity mentioned in this report. The research professionals
who were involved in the preparing of this material may participate in the solicitation of such business. In reviewing these materials,
you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
Additional information is, subject to the duties of confidentiality, available on request. You acknowledge that the price of securities
traded on the Singapore Exchange Securities Trading Limited ("SGX-ST") are subject to investment risks, can and does fluctuate,
and any individual security may experience upwards or downwards movements, and may even become valueless. There is an
inherent risk that losses may be incurred rather than profit made as a result of buying and selling securities traded on the SGX-ST.
You are aware of the risk of exchange rate fluctuations which can cause a loss of the principal invested. You also acknowledge that
these are risks that you are prepared to accept.

You understand that you should make the decision to invest only after due and careful consideration. You agree that you will not
make any orders in reliance on any representation/advice, view, opinion or other statement made by NRA Capital, and you will not
hold NRA Capital either directly or indirectly liable for any loss suffered by you in the event you do so rely on them.

You understand that you should seek independent professional advice if you are uncertain of or have not understood any aspect of
this risk disclosure statement or the nature and risks involved in trading of securities on the SGX-ST.

nra capital
page 2



