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The Board of Directors

Sunway Infrastructure Berhad; and

Sistem Lingkaran-Lebuhraya Kajang Sdn Bhd
Level 16, Menara Sunway

Jalan Lagoon Timur, Bandar Sunway

46150 Petaling Jaya

Selangor

Dear Sirs

INDEPENDENT TRAFFIC CONSULTANT’S REPORT OF SISTEM LINGKARAN-
LEBUHRAYA KAJANG SDN BHD’S NEW RING ROAD PROJECT

This report has been prepared for inclusion in the Prospectus of Sunway Infrastructure Berhad
(“SIB™) in connection with:

the institutional issue of 40,000,000 new ordinary shares of RM0.50 each at an issue price of
RM1.50 per share together with 20,000,000 new warrants to be allotted at no consideration
on the basis of one (1) new warrant for every two (2} new ordinary shares of RMO0.50 each
subscribed; and

the retai! issue of 12,000,000 new ordinary shares of RM0.50 each at an issue price of
RM1.50 per share together with 6,000,000 new warrants to be allotted at no consideration on
the basis of one (1) new warrant for every two {2) new ordinary shares of RM0.50 each
subscribed, in conjunction with the listing of STB on the Main Board of the Kuala Lumpur
Stock Exchange.

in conjunction with the listing of SIB on the Main Board of the Kuala Lumpur Stock Exchange.

1

1.1

Introduction
Introduction

In June 2000 Halcrow Consultants Sdn Bhd (Halerow) were commissioned by Sistem
Lingkaran-Lebuhrava Kajang Sdn Bhd (SILK) to carry out a short review of traffic and
revenue forecasts for the Kajang Ring Road (KRR) - scheme produced by MAG Consultants
and described in their report of June 2000. Following that initial review, Halcrow were
comissioned to carry cut a number of further brief reviews of forecast updates produced by
MAG, most recently in August 2002 and February 2003.

In September 2003, Halcrow were once again commissioned to update their review based on
the latest MAG report, dated September 2003,

The proposed Kajang Ring Road is 37 kms long and forms a loop around Kajang town centre.

A detailed description of the alignment is given in the MAG report. Figure 1 shows the
proposed location.
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Chapter 2 of this report contains a summary of the MAG forecasts. The basic assumptions
made by MAG to produce the forecasts are analysed in Chapter 3. Finally Chapter 4 of the
report presents independent low and base case estimates carried out by Halcrow to test the
sensitivity of the forecasts for varying base assumptions.

The MAG Forecasts

2.1 The Forecasts

The forecast daily tollable traffic by toll plaza (excluding motorcycies) is shown overleaf in
Table 1 and graphically in Figure 2. In total (all four toll plazas combined), traffic is expected
to grow from 176,600 in 2004 (year of scheme opening) to 346,000 in 2008 and 469,000 in
2012. Thereafter the rate of growth declines but nonetheless by 2030 Kajang Ring Road is
forecast to carry an average of 828,000 vehicles per day.

Of the four toll plazas, Sg Long is estimated to reach capacity by 2031, Saujana by 2021,
Reko East by 2029 and Reko West by 2032.

Figure 2 : MAG Traffic Demand Forecasts (vehicles/day)
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Table 2 shows average annual growth rates for each toll plaza split into five~year periods.
Clearly the dominant feature of the forecasts is the extremely high expected growth in the first
five years of the Concession. The reasons given by MAG for this high growth are explored
forther in Chapter 3.

211



| Company No.

405897-V |

150 INDEPENDENT TRAFFIC CONSULTANT’S REPORT (Cont’d)

Sistem Lingkaran-Lebuhraya Kajang Sdn Bhd
Independent Traffic Consultant’s Report

Table 1 : Average Daily Tollable Traffic (Vehicles / Day)

Saujana ko West
L Impian 3 ..
2004 28,382 52,811 48,11 47,284 176,578
2005 39,425 68,978 63,479 61,765 233,647
2006 47,317 79,280 73,513 70,992 271,102
2007 55,209 89,578 83,546 80,21% 308,551
2008 63,101 99,880 93,578 89,445 346,004
2009 67,119 104,170 97,959 93,289 362,537
2010 74,581 113,909 107,445 102,012 397,947
2015 98,651 143,777 136,911 127,711 507,050
2020 120,587 172,078 164,624 150,718 608,007
2030 177,737 180,000 240,000 229,826 827,563
2036 180,000 180,000 240,000 240,000 840,000
Table 2 : Average Annual Growth Rates
2004-09 2015-19 2020-24 2025-29
Sungai Long 19% 4% 3% 4% 3% 0%
Saujana Impian 15% 3% 3% 1% 0% 0%
Reko East 15% 4% 3% 4% 3% 0%
Reko West 15% 3% 2% 4% 3% 0%
Total 15% 4% 3% 3% 2% 0%
3. Analysis of MAG Approach & Assumptions

34 MAG Study Approach

The approach adopted by MAG to produce the initial traffic and revenue forecasts as
described in the study reports appears to be reasonable and is in line with standard transport
planning techniques. To produce the traffic forecast, MAG utilised a standard highway
traffic model, updated and calibrated to traffic surveys and other data collected in the study
area.

The initial main traffic forecast was presented in the MAG report of January 1996. Since
then a series of short reviews have been carried out by MAG have assessed traffic growth,
socio-economic trend and other major forecast assumptions,

The approach to carry out regular reviews of the forecasts is sensible. However, the forecasts
are still reliant to an extent on the accuracy of data, such as the traffic surveys, carried out in
the main study - which is now around 8 years old. This does impact the potential accuracy of
the forecasts significantly, though does not bias the forecasts up or down.
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3.2

3.3

34

34.1

The Analysis

Since Halcrow did not have access to the traffic model itself, the review focuses on the main
assumptions that drive the demand and revenue forecasts and the impact that changes in those
assumptions would have on the revenue stream, rather than detailed modelling parameters.
This chapter attempts to identify these issues.

The key assumptions are:

N the level of existing traffic demand in the highway corridor and the extent to which
that would transfer to the Kajang Ring Road;

(2) forecasted future growth in travel demand;

3 the highway capacity constraint and factors applied to the forecasts to convert from
the traffic mode! period to annual figures (annualisation factors);

€)] the dates of opening and impacts on KRR revenues of other highway projects; and
(5) toll rates and the impact of toll changes on demand (toll e.lasticity).

These assumptions and their likely impact are described below:

Level of Existing Demand and Diversion to the KRR

The KRR is predominantly a new alignment and as such there is always going to be
uncertainty over how much of the existing traffic will transfer to the new route.

In order to identify existing levels of traffic demand, MAG carried out a number of traffic
surveys in 1995, In addition MAG collected Government data, local authority planning data
and counts from other studies. This data was then input to the traffic model.

However, no new Origin-Destination information was collected. Instead, the travel patterns
within the MAG traffic model is based on OD surveys from the mid to late 1980s updated in
line with changes on population and employment.

Our opinion is that this is a significant risk but not one that biases the results up or down.
Based on such old data however it is unlikely that the forecast of the transfer of existing trips
onto the KRR is more accurate than + 15%.

Using the traffic model, MAG has estimated that, in a hypothetical scenario where the KRR
is in place in the year 2000, a total of 80,600 vehicles per day would use pass through the toll
plazas.

Forecast Growth in Travel Demand

Observed Growth Rates

It is always a useful exercise to compare the outputs of traffic forecasting studies with actual

observed behaviour. The observed behaviour is, by necessity, from a different time period
and/or a different location so comparisons need to be treated with care.
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Information that is available and relevant includes traffic growth on roads local to the
proposed scheme.
The MAG 2003 report presents data from several highway Planning Unit (HPU) traffic
counts in the study area (including a location plan). The average annual growth rates over the
period since 1995 are summarised below:
BROO! - 10.9% (95-00)
BROO2 - 18.5% (95-00)
BR604 - 4.9% (95-00)
BR606 - 8.4% (95-98)
BR607 - 10.2% (95-98)
Sites BROOI and BROO2 are in the locality of Putrajaya/Cyberjaya. Growth at these sites is
high due to the high rate of traffic increase generally in the Putrajaya/Cyberjaya area and the
low base level of traffic,
Site BR604 is mote local to the Kajang area though traffic growth is relatively low since this
is an established route. In the 5-year period between 1986 and 1991 traffic growth at the site
was 7.3% and between 1989-1995 was 6.3%.
BR606 and BR607 are also very close to the SILK corridor and are good measures of east-
west growth, Both sites recorded relatively high growth subsequent to 1995, an average of
8.4% and 10.2% respectively between 1995-1998 — in a period of potentially low traffic
growth due to the economic downturn.
3.4.2 MAG Assumed Traffic Growth Rates
The MAG methodology as described in their report appears reasonable and relies upon a
number of factors including economic growth, congestion on the rest of the network and
expected changes in the amount and distribution of population and employment.
MAG supplied study area growth rates are defined below. These are:
Period Study Area Growth
2000 — 2005 3.0%
2005 - 2010 6.0%
20102020 4.5%
The above rates seem reasonable and, in fact are conservative in nature, particularly for the
period 2000 - 2005.
However, growth on the KRR specifically, is estimated by MAG to increase at a much
greater rate than the study area rates presented particularly for the period between 2004 and
2010, as was shown by Table 2.
3.43 Observations on Traffic Growth Assumptions

The MAG assumed growth rates on the KRR are significantly higher than the assumed

general traffic growth in the study area and also than historical traffic growth on key local
roads.
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3.5

According to MAG, the reasons for the higher traffic growth on the KRR are:

(1)  Some induced traffic introduced due to the existing suppressed network conditions in
and around Kajang.

(2)  Additional traffic generated by the new developments coming on-stream within Kajang
and the Kajang — Seminyih corridor.

(3) The KRR provides an alternative route to the increasingly congested roads within and
around Kajang.

The above effects are all likely, though there is uncertainty and risk in the estimation of their
extent. In this study the main element of risk appears to be in the estimation of the scale of
future development.

The MAG forecasts assume that the population of Putrajaya, Cyberjaya and Cyber Village
grows to 940,000 by 2020. This is in line with Government targets, yet is nevertheless a huge
growth and obviously has implications for the rest of the Klang Valley and indeed Malaysia
as a whole.

In addition, MAG have assumed that a number of other large developments will be
implemented within the scheme corridor. It is understood that these assumptions are
consistent with local authority development plans.

Unfortunately, no detailed review of the progress in land development since the original
forecast has been undertaken.

It is clear that a large proportion of traffic growth is due to assumed development traffic. Qur
view is that it is not possible for all the planned developments in Selangor, including
Putrajaya and Cyberjaya, to succeed in the next 20 years. For Putrajaya and Cyberjaya to
succeed they will do so, at least in part, at the expense of developments elsewhere. There is
therefore a degree of uncertainty and risk inherent in such assumptions.

The Capacity Constraint and Annualisation Factor

Traffic that is predicted by the model to use the KRR is adjusted to take account of:

° the capacity constraints imposed by the infrastructure; and

. the relationship between the modelled time periods and a year’s worth of traffic (the
annualisation factor).

The capacity constraints used by MAG seem sensible and appropriate — 180,000 for dual-3
highway. The forecasts do however assume that sufficient toll plazas are provided to
accommodate the forecast traffic and they do not model the junctions in detail (i.e. again
these are assumed to have sufficient capacity to accommodate the forecast flows).

In terms of the annualisation factor MAG have modelled three time periods (morning peak,
evening peak and off-peak). This reduces uncertainty. The modelled periods are then

translated to a whole weekday and this to an annual figure by factoring by between 340 and
350, The values used look sensible.
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3.6 The Dates of Opening of Other Highway Projects and their Impact on KRR Revenues

There are at least four significant highway projects included in the MAG forecasts. These
are:

. The Kajang Seremban Highway (KSH) which is assumed to open in 2005;

. The South Klang Valley Expressway (SKVE) which is assumed to be complete to
Westport by 2005;

. The Kuala Lumpur Outer Ring Road (KLORR) which is assumed to be built by year
2020; and

. The Kajang Bypass which is included in the 2005 model.

KLORR is assumed to have no net impact and is a long way ahead. The other three are
potentially important.

KS8H links with KRR just east of the Jalan Semenyih junction. Construction has started on
parts of KSH but Halcrow understand that financing has not yet been arranged for the project
as a whole. Completion by 2005 looks unlikely.

Most of the traffic bypassing Kajang will be coming to / from the south with the existing
Jalan Semenyih and the future KSH becoming the main routes.

The SKVE north of Cyberjaya has been constructed, however there is no current progress on
the link to West Port, Klang. This project looks unlikely to commence in the short-term and
completion by 2005 will not now happen. MAG estimate that delays to SKVE would reduce
KRR demand by 3% in 2009,

The Kajang Bypass is included in the forecasts as a dual-2 standard highway with at grade
junctions. Therefore the road has a low operating capacity and carries flows in the order of
10,000 — 25,000 vehicles per day in the MAG forecasts.

The other assumption implicit in the forecasts is that no other roads are constructed that
compete with KRR. The forecasts assume that over time traffic rises and hence congestion
increases but no other road construction takes place. This is likely to be a valid assumption
for the first ten years but not thereafter if growth continues.
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37 Toll Rates & The Toll Elasticity of Demand

The following toll rates have been assumed by MAG:

Table 4: Kajang Road Road Toll Charges

Class 3 - -

th-more
than 2 axles)
2004 —-2008 | 0 RM1.00 RM2.00 RM3.00 RM0.50 RM1.00
2009-2013 |0 RM1.30 RM2.60 RM3.90 RMO.60 RM1.30
2014-2018 | O RM1.80 RM3.60 RMS5.40 RM0.90 RMI1.80
2019-2036 | O RM2.40 RM4.80 RM7.20 RM1.20 RM2.40

MAG have assumed a toll elasticity of -0.3 in the “early years” declining to —0.2 over time
(elasticity of 0.3 implies that a toll increase of 10% results in a traffic decrease of 3%). This
seems a reasonable assumption, conservative if anything. As the tolls are declining in real
terms {and certainly relative to real incomes) it is unlikely that traffic will be very sensitive to
the expected increases.

There are some issues with the tolls:

(1)  Variations over time — the timing of the increases and the level of the increases are not
comparable with those on other adjoining and competing toll roads. This may lead to
short term fluctuations in revenues as the relative attractiveness of the alternative
routes could vary significantly.

(2)  The open toll system — there is also an issue with the open toll system which always
makes revenues slightly more difficult to forecast than for closed toll systems. This is
because the location of the toll plazas can change routing patterns. For example from
Cheras to Country Heights the obvious route would be via the Saujana Impian toll
plaza but there is a toll free alternative via the Mines and the B13.

From a revenue maximising perspective the interchange between KRR and Lebuhraya Cheras

Kajang (LCK) should make movements between the western part of KRR (Jalan Balakong)
and LCK as difficult as is reasonably possible. That would minimise leakage of revenues.
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41

Conclusions

The MAG forecasts appear to have been produced in a competent and professional manner
and the underlying assumptions made are generally recasonable, however the forecast is now
largely based on planning and traffic data dating back to the mid-90°s and even earlier.

The forecasts also assume high levels of growth initially, with an average growth rate of 15%
per annum estimated between 2004 and 2009,

From observed data it would appear that 8-9% per annum would be a reasonable base
background growth rate to assume subject to capacity constraints. That was the average
during the 1990’s prior to the economic downturn. Growth rates significantly higher or lower
than that would need strong justification as to why KRR was expected to change from past
trends.

The key reason given as to why the MAG forecasts exceed this level of growth is the
assumption of high levels of future land development in the road corridor, Though these
assumptions are in line with Government plans this does represent a significant element of
risk.

Halcrow Forecasts

In the timescale available it has not been possible to produce any sort of rigorous risk
analysis. We have attempted however to produce two alternative scenarios, the Low Case
and the Base Case. The underlying assumptions and results are described below. In addition,
results are compared to the MAG forecasts to demonstrate the potential level of sensitivity
and risk within these forecasts,

Test Case Assumptions
Low Case

The low case assumes that the development in Putrajaya and Cyberjaya will continue in line
with Government plans for the next 10 years. To take account of this 50% has been added to
the background growth rate to give total traffic growth rates for the period 2002 — 2010. The
background traffic growth has been assumed in line with the amalysis of historical data,
described in Chapter 4. Other assumptions are in line with those in the MAG forecasts. The
assumptions are defined below:

(1}  Annual traffic growth rates of
8.5% from 2000 - 2009
8% from 2010 - 2015
4% from 2015 — 2020
3% from 2020 onwards

50% additional growth to account for CJ/PJ and other major land developments in the
corridor from 2000 — 2010

(Tmpact for 2000 / 2001 reduced to 20%)

(2} A 14% ftrip generation factor in 2004 and 10% in 2005 for the opening of KRR (to
reflect the initial trip inducing effect of the road scheme itself).

218



| Company No.  405897-V |

150 INDEPENDENT TRAFFIC CONSULTANT’S REPORT (Cont’d)
Sistem Lingkaran-Lebuhraya Kajang Sdn Bhd
Independent Traffic Consultant’s Report
(3) A 2% factor to represent the impact of KSH (in accordance with information from
MAG).
(4) Levels of Demand Elasticity in line with MAG forecasts: -0.3 initially, elasticity
reduces 1o —0.2 over time.
Base Case
The assumptions of the Base Case are similar to those of the Low Case, with the exceptions
as outlined below. Slightly higher growth rates have been assumed. In addition, lower toll
elasticities have been assumed;
(1)  Annual growth rates of
9% from 2000 — 2009
10% from 2010 — 2015
9% from 2015 — 2020
4.5% from 2020 onwards
50% additionatl growth to account for CJ/PJ from 2000 — 2010
{As Low Case)
{Impact for 2000/2001 reduced to 20%)
(2} Levels of Demand Elasticity: -0.25 initially, elasticity reduces to —0.10 over time.
4.2 Results of Test Case Analysis

The results of the analyses for the Low and Base Cases are contained in Tables 5 and 6.
Table 5 presents the forecast traffic levels, by year and toll plaza, for each of the tests. Table
6 summarises the calculated annual revenues for each of the tests, again by year and toll

plaza. In addition, Figure 4 graphically compares the predicted traffic growths with those
forecast by MAG.

The results of the Low Case scenario can be summarised as follows:
. in 2004 the Low Case is 8% lower than MAG;

. over the next 18 years the gap between the forecasts increases due to the higher trip
growth rates assumed by MAG. By 2022, 27% less traffic would pass throngh the toll
plazas under the Low Case scenario; and

. after 2030 the forecasts become closer due to road capacity constraining the MAG
forecasts.
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INDEPENDENT TRAFFIC CONSULTANT’S REPORT (Cont’d)

Sistem Lingkaran-Lebuhraya Kajang Sdn Bhd
Independent Traffic Consultant’s Report

The results of the Base Case can be summarised as follows:

in 2004 the Base Case is 7% lower than MAG;

for the next couple of years the Base Case forecast falls further behind the MAG
forecast due to lower predictions of initial traffic growth — in 2006 the Base Case
traffic levels are 14% lower than the MAG forecasts.

Over the 25-year period to 2030 the Base forecasts remain within 13% of the MAG
forecasts. After 2030 the Base Case becomes closer to the MAG forecast since the
MAG traffic growth is constrained by highway capacity. By 2035 traffic levels under
both scenarios have reached the assumed capacity.

Conclusions

The main conclusions are:

(1)

(2)

(3}

4)

From the information that we have seen the technical approach adopted by MAG and
the logic behind their conclusions are reasonable. The analysis seems to have been
produced in a competent and professional manner. However the original forecast
{though the subject of regular review) is based on old QD and traffic survey data.

The forecasts assume very substantial growth in demand especially over the period
from 2000-09. There are risks associated with growth of this magnitude which this
report has attempted to identify, albeit briefly and reliant on input from MAG’s traffic
forecast as presented in the report “Kajang Traffic Dispersal Ring Road” dated July
2002.

The main risk is the extent of future development and land use changes. MAG assume
that all the planned development takes place according to schedule. Even under the
Halcrow presented low case scenario it has been assumed that development of
Putrajaya and Cyberjaya takes place within the Government’s revised forecast
timetable,

The more development and other positive factors are included the greater the level of
risk assoctated with the forecasts. The extent to which the investors are prepared to
take those risks will depend on their view of future development in the Kajang and
surrounding area (Putrajaya and Cyberjaya). That is the market served by KRR and it
is by its' nature a road serving a predominantly local market.

Yours faithfully
HALCROW CONSULTANTS SDN BHD

Robert Davies
Manager, Consulting
daviesrt@halcrow. com
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