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Leong Kong Hoy, a Malaysian, aged 38, was appointed as Executive Director of Mobif Berhad on 24th May
2004 and is the Group Chief Executive Officer. He is responsible for the overall operations of the Group including
planning, technical, organisation and administrative aspects for the Group. In September 1992, he obtained a Master
of Science in Information Technology (“IT”) from Warwick University, United Kingdom and has accumulated vast
experience in the IT field. He started his career as an engineer in Seagate (M) Sdn. Bhd. (“Seagate”) in March 1993
and worked his way to become the IT Director there before leaving in December 2003.

During his employment with Seagate, he was responsible for the IT divisions in three (3) separate manufacturing
plants located in Pulau Pinang, Ipoh and Thailand where he managed the engineering automation of the plants
with an objective to fully automate its production lines. He was also the chairman of Seagate Engineering Council
to implement an “Advanced Manufacturing System Concept” for Seagate. Other than Mobif Berhad, he does not
hold any directorships in other public companies.

Lau Sze Ming, a Malaysian, aged 35, is the co-founder and Chief Technology Officer of the Company. He
was appointed to the Board on 8th April 2003. Lau primarily oversees the Group’s activities relating to research
and product development such as software development cycles including high-level system design, software
development, application testing and implementation. Lau obtained his Bachelor of Science (Hons) in Electrical
Engineering from the Michigan Technological University, United States of America (“USA”) in 1993. He then worked
for Seagate for 7 years before leaving to co-found the Company. During his employment with Seagate, where he last
served as Department Manager for MES, he was assigned to develop various systems to support both engineering
and production. He was also a member of the start-up team for the new Seagate manufacturing plant in Ipoh. Other
than Mobif Berhad, he does not hold any directorships in other public companies.

Lee Khiam Jin, a Malaysian, aged 38, joined the Company in 2003. He was appointed to the Board on 24th
September 2003 and is the Chief Commercial Officer of the Company. He is primarily responsible for the business
development of the Group. He formulates the sales, marketing and business expansion strategies for the Group.

He graduated from the Universiti Utara Malaysia with a Bachelor of Public Administration (Honours) in 1993 and
holds a Master in Business Administration (“MBA”) degree from the Imperial College of the University of London,
United Kingdom, which he obtained in 1997.

Prior to joining the Group, he held the position of Chief Corporate Representative of GIT (Shanghai) Co. Ltd., a
company involved in the distribution of post printing equipment, in China from 2000 to 2003 where his responsibilities
included the development of its distribution network throughout the major cities in China. Prior to that , he was a
Director of a company, which is involved in the marketing of global positioning systems and computer systems,
from 1998 to 1999 where he was responsible for sales and marketing.

He also held the positions as Deputy Chief Administrator of Parti Gerakan Rakyat Malaysia from 1999 to 2000 and
subsequently as General Manager (Overseas Business Development) of Palmgold Corporation Sdn Bhd from 2000
to 2002. Other than Mobif Berhad, he does not hold any directorships in other public companies.

Lee Chin Soon, a Malaysian, aged 38, joined the Company in July 2006 as the Financial Controller and
currently is the Chief Financial Officer of the Company. He was appointed to the Board on 9th February 2007
and is a member of the Audit Committee of the Company. He is primarily responsible for the overall finance and
accounting performance of the Group. Mr Lee graduated from Tunku Abdul Rahman College with a Diploma in
Commerce in 1992 and obtained the Associated Membership of the Chartered Institute of Management Accountants
(CIMA, UK) in 1996. He is also a Chartered Accountant of Malaysian Institute of Accountants (MIA). Mr Lee started
his career in a Chartered Accountants firm. Mr Lee has gained accounting knowledge and experiences from his
former manufacturing and commercial listed companies. He has undertaken various functions such as financial
and management accounting, costing, budgeting, treasury and taxation. Other than Mobif Berhad, he does not
hold any directorships in other public companies.
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Chan Chee Wai, a Malaysian, aged 33, was appointed as Independent Non-Executive Director of the Company
on 1st February 2005 and is a member of the Audit Committee of the Company. He obtained his MBA from the
Southern Pacific University, USA in 2003. Chan was previously the Marketing Manager of Grand-Flo Solution Berhad,
an IT solution company for 6 years. He is currently running his own business, Unilocal Academy Resources, a local
representative and recruitment centre for foreign universities offering various degrees programs. Other than Mobif
Berhad, he does not hold any directorships in other public companies.

Leou Thiam Lai, a Malaysian, aged 51, was appointed as Independent Non-Executive Director of the Company
on 16th March 2007 and is the Chairman of the Audit Committee of the Company. Mr Leou is a Chartered Accountant
of the MIA, Fellow of the Chartered Association of Certified Accountants (UK) and Associate member of the Malaysian
Institute of Taxation. Mr Leou began his career in a Chartered Accountants firm. He left the profession to accept
the appointment as the Group Accountant of a public listed company. Subsequently, in 1987, he started a risk
management agency and he started Leou & Associates, a Chartered Accountants Firm upon obtaining his Audit
licence in 1988. He is presently a Director of the following public listed companies:-

1) Degem Berhad

2) United Bintang Berhad

3) |I-Power Berhad

4) Ramunia Holdings Berhad

5) Nextnation Communication Berhad; and

6) Berjaya Holdings (HK) Limited

OTHER INFORMATION OF DIRECTORS

None of the Directors have any family relationship with any other Directors or substantial shareholders of Mobif
Berhad. None of the Directors have any conflict of interest with Mobif Berhad nor any conviction for offences (other
than traffic offences, if any) for the past 10 years.

The details of the Directors’ interest are set out in page 58 of the Annual Report.

The details of attendance of the Directors at the Board meetings are disclosed on page 13 of this Annual Report.
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On behalf of the Board of Directors of Mobif Berhad, it is my pleasure once again to present to you the Annual
Report and the Audited Financial Statements of the Group and of the Company for the financial year ended 31st
December 2006.

Financial and Operational Review

For the financial year ended 31st December 2006, the Group posted a revenue of approximately RM62.91 million,
registering a marked improvement of 73.40% over that achieved in the previous financial year. The improvement
in revenue was mainly driven by the increase in sales of Surveillance Systems and VolP systems as compared to
the preceding year.

The Group ended the financial year with a profit before tax of RM6.27 million, a decrease of 34.37% as compared
to that achieved in the previous financial year. The drop in profit before tax was mainly due to lower profit margins
recorded as a result of competitive market conditions and also due to operational losses suffered by its subsidiaries.
The decrease was further aggravated by the higher sales mix of lower profit margin products i.e Surveillance Systems
despite the significant improvement in the revenue achieved in the current financial year.

Information and Communications Technology Industry Outlook

For the Ninth Malaysia Plan which covers the years 2006 to 2010, advancements in the global digital environment
are expected to have a significant impact on the positioning of Malaysia as a competitive knowledge-based
economy. With information communication technology (“ICT”) as a key determinant in the development process to
move the economy up the value chain, efforts will be intensified to mainstream ubiquitous access to ICT services
and facilities and, equally important, to promote the wider adoption and usage in all aspects of everyday life. The
pervasive ICT environment will enable Malaysians to have more equitable access to, and participation in, the new
and emerging knowledge-driven economic opportunities. Measures will be undertaken to enhance ICT-related skills
and competencies as well as infostructure expansion for improved broadband connections for advanced multimedia
applications, local content development, greater e-commerce adoption and improved information security.

As concerted efforts continue to be undertaken to strengthen the foundation for a knowledge-based economy, the
greater adoption and usage of ICT will become strategically more important. The country will need to increasingly
harness ICT to improve productivity and competitiveness as well as progress to high value added and knowledge-
intensive economic activities. The Government will build upon and enhance ICT capacity for ubiquitous access,
develop core competencies, narrow the digital divide and expand usage of electronic transactions as part of the
overall effort to empower the populace to partake in the growing network economy. Simultaneously, this will allow
for the greater expansion of ICT-related industries and services.

As such for the Ninth Malaysia Plan, the focus of ICT development will include:

(@ enhancing Malaysia’s position as a global ICT and multimedia hub;

(b) expanding the communications network to ensure more equitable access to information and services;
(c) intensifying efforts at bridging the digital divide;

(d) developing the existing cybercities as well as promoting new cybercentres and Multimedia Super Corridor
multimedia applications;

(e) fostering new sources of growth in the ICT sector including bioinformatics, a convergence of biotechnology
and ICT;

) developing skilled ICT workforce;
(9) accelerating e-learning acculturation; and
(h)  enhancing information security.

(Source: Ninth Malaysia Plan 2006-2010)
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Research and Development (“R&D”)

The scope and objective of the Group’s R&D is to enable the Group to improve on its existing products and expand
its product range.

R&D is carried out by the Group’s in-house R&D team. Apart from their salary cost and initial capital expenditure
on software and computers, there are no major capital outlay attributable to R&D activities. The outcome of the
R&D activities are various enhancements and new features to improve the usability and functionality of the Group’s
products.

The status of the Group’s R&D projects in 2006 is as follows:

Project Status

Internet Surveillance Systems

MoBif DVS 2000 The upgraded version of MoBif Surveillance Pro 4.95. Enhancement features includes
Version 6 faster frame rate, lower computer resources utilisation, Mpeg 4 compression, lower
storage requirement and new user interface. It was launched during the year.

Voice over Internet Protocol products

Vsoft Softphone The upgraded version of Vsoft Version 2. Enhancement features includes built-in SIP
Version 4 stack (own VolIP engine), built-in voice compression code and enhanced response time.
R&D for the product was completed during the year.

Vsoft Video The upgraded version of Vsoft Version 2.0. Enhancement features includes Video in
Phone Version Vsoft and utilisation of C/C++ code for faster response time. Launched in year 2006.
3.3

MoBif VolP The upgraded version of MoBif VolP Softswitch Database Version 2.10. Enhancement
Softswitch features includes handling more customers in one database, upgraded user interface
Version 3 for support pages, admin pages and user pages. Launched in Year 2006.

The total R&D expenses of the Group for the financial year ended 31st December 2006 amounted to RM6,458,821
of which RM1,110,619 was spent on research whilst development expenditure amounted to RM5,348,202. The
Board of Directors of Mobif is of the view that the allocation for R&D is in the normal course of business which will
not have any major financial impact on the Group.

Prospects

The Group expects year 2007 to be a satisfactory and promising year. The Surveillance and VolP segments will
continue its strong growth momentum in years ahead. The Group also provides Turnkey Telecommunication
Softswitch for customers in Internet Telephony Services. In addition, Mobif has entered into an agreement with
Kyocera Corporation, Japan (“Kyocera”) to collaborate in technology, research and development. Furthermore,
Kyocera has appointed the Group as the exclusive distributor for the sales and deployment of Kyocera’s iBurst
Solution and Equipment in Malaysia and also the strategic partner for sales and deployment of Kyocera’s iBurst
Solution and Equipment in South East Asia. The Board expects the sales and distribution of the iBurst Solution and
Equipment to contribute positively to the revenue and profitability of the Group.

Barring any unforeseen circumstances, the Group is optimistic for the further growth for the financial year ending
31st December 2007.
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Utilisation of Proceeds

As at 315t December 2006, the Company has utilised approximately 59.13% of the proceeds raised from the private
placement exercise which was approved by the Securities Commission on 10th November 2005.

Proposed Utilisation as Proceeds to Percentage

Purpose utilisation at 31.12.2006 be utilised utilised

RM’000 RM’000 RM’000 %
Overseas market expansion 7,106 2,433 4,673 34.24
Working capital 2,208 2,208 - 100.00
Research and development 2,031 2,031 - 100.00
Share issue expenses 88 88 - 100.00
Total 11,433 6,760 4,673 59.13

The proceeds raised from the private placement is expected to be fully utilised within 24 months from the final date
of implementation of the private placement on 21st March 2006.

Dividends

No dividend was paid since the end of the previous financial year and the directors do not recommend the payment
of any dividend in respect of the current financial year.

Board Changes

On behalf of the Board, | would like to express my sincere appreciation to Mr Chia Gek Liang, who has since
resigned from the Board, for his invaluable contributions during his tenure in office and would like to welcome our
new members to the Board, namely Leou Thiam Lai and Lee Chin Soon.

Appreciation

| wish to extend my appreciation to the management and staff for their invaluable contribution in a very challenging
and competitive year. Appreciation also goes to our shareholders, distributors and dealers in Malaysia and overseas

and other business partners for their continued support and confidence in the Group.

Finally, | would like to express my sincere appreciation and gratitude to my fellow directors whom has made my
role easier by the wise counsel and support given to me.

Leong Kong Hoy
Group Chief Executive Officer
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The principle objective of the Audit Committee is to assist the Board in discharging certain of its statutory duties
and responsibilities in relation to financial, accounting and reporting practises and to ensure proper disclosure to
the shareholders of the Group.

COMPOSITION

The present members of the Audit Committee comprise:

Chairman

Leou Thiam Lai Independent Non-Executive Director
Members

Lee Chin Soon Executive Director

Chan Chee Wai Independent Non-Executive Director

TERMS OF REFERENCE

The terms of reference of the Audit Committee are as follows:

Composition

The Committee shall comprise of not less than three members, the majority of whom are independent directors
and free from any relationship which in the opinion of the Board, would interfere with the exercise of independent

judgment in carrying out the function of the audit committee.

The members of the Committee shall elect a Chairman from a member who is not an executive director or an
employee of the Group or any related corporation.

At least one member of the Audit Committee:
° must be a member of the Malaysian Institute of Accountants (“MIA”); or
° if not a member of MIA, must have at least three (3) years working experience and

(i) must have passed the examinations specified in Part | of the 1st Schedule of the Accountants Act 1967;
or

(ii) must be a member of one of the associations of accountants specified in Part Il of the 1st Schedule of
the Accountants Act 1967; or

° fulfils such other requirements as prescribed by Bursa Securities.

The chief executive officer shall not be appointed as a member of the Audit Committee.
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Objectives
The primary objectives of the Audit Committee are to:

° relieve the full Board of Directors from detailed involvement in the review of the results of internal and external
audit activities and to ensure that audit findings are brought up to the highest level for consideration;

° comply with the Listing Requirements of Bursa Securities for MESDAQ Market and other specified financial
standards, required disclosure policies, regulations, rules, directives or guidelines developed and administered
by Bursa Securities; and

° provides with the Listing Requirements of Bursa Securities for MESDAQ Market and other specified financial
standards, required disclosure policies, regulations, rules, directives or guidelines developed and administered
by Bursa Securities.

Authority

The Committee is authorised by the Board to investigate any activity within its terms of reference. It is authorised to

seek any information it requires from any employee and all employees are directed to co-operate with any request

made by the Committee.

The Committee is authorised by the Board to obtain outside legal or other independent professional advice and
secure the attendance of outsiders with relevant experience and expertise if it considers this necessary.

Functions and Duties
The functions and duties of the Audit Committee shall be:

(1)  Review the following and report the same to the Board of Directors:

with the external auditor, the audit plan;

° with the external auditor, his evaluation of the system of internal controls;

° with the external auditor, his audit report;

o the assistance given by the employees of the Group to the external auditor;

o the adequacy of the scope, functions and resources of the internal audit functions and that it has the
necessary authority to carry out its works;

° the internal audit programme, processes, the results of the internal audit programme, processes or
investigation undertaken and whether or not appropriate action is taken on the recommendations of
the internal audit function;

° the quarterly results and year end financial statements, prior to the approval by the Board of Directors,
focusing particularly on:

(i) changes in or implementation of major accounting policy changes;
(i)  significant and unusual events; and

(i)  compliance with accounting standards and other legal requirements;

<
O
(o)
23
OC\I
O =
Lo O0C
- S
S 0
%CC
m =
=
82
=
==




10 http://www.mobif.com

° any related party transaction and conflict of interest situation that may arise within the Company or
Group including any transaction, procedure or course of conduct that raises questions of management
integrity;

o any letter of resignation from the external auditors of the Company; and

o whether there is reason (supported by grounds) to believe that the Company’s external auditor is not
suitable for re-appointment; and

(2) Recommend the nomination of a person or persons as external auditors.

Retirement and Resignation

A member of the Audit Committee who wishes to resign or retire should provide sufficient written notice to the
Company so that a replacement may be appointed before he leaves. In the event of any vacancy with the result
that the number of members is reduced to below three (3), the Board shall, within two (2) months but in any case
not later than three (3) months of that event, appoint such number of new members as may be required to make
up the minimum number of three (8) members.

Meetings

Meetings shall be held at least 4 times a year or a frequency to be decided by the Committee. The external
auditors may request a meeting if they consider one is necessary. The quorum for each meeting shall be at least
2 members. The Committee may invite any person to be in attendance to assist in its deliberations. At least once
a year, the Committee shall meet with the external auditors. The Company Secretary may be the Secretary of the
Committee.

Summary of Activities

The main activities carried out by the Audit Committee during the year were as follows:

° Reviewed the quarterly and half-yearly unaudited financial results of the Group before recommending to the
Board for consideration and approval;

° Reviewed the audited financial statements of the Group prior to submission to the Board for consideration
and approval. The review was to ensure that these financial statements were drawn up in accordance with
the provisions of the Companies Act, 1965 and the applicable approved accounting standards in Malaysia;

° Reviewed the external auditors’ scope of work and audit plan for the year; and

° Reviewed with the external auditors, the results of the annual audit, audit report and the management letter,
including the management’s response.

There were four (4) Audit Committee meetings held during the financial year ended 31st December 2006. The
number of meetings attended by the Committee Members is as follows:

Attendance/Entitlement

Lau Sze Ming 4/4
Chan Chee Wai 4/4
Lee Chin Soon (appointed on 13.2.2007) Not applicable
Leou Thiam Lai (appointed on 16.3.2007) Not applicable
Chia Gek Liang (resigned on 16.3.2007) 4/4

The Audit Committee has reviewed the allocation of shares options during the year to ensure that it was in compliance
with the allocation criteria determined by the Employee Share Option Scheme (“ESOS”) Options Committee and
the ESOS Bye-Laws.
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Internal Audit Function

Presently, the Group does not have an internal audit department and the Audit Committee relied on discussions
with the management and executive directors, review of quarterly financial statements and input from the external
auditors to discharge its duties.

<
O
(o)
23
OC\I
O =
Lo O0C
- S
S 0
%CC
m =
=
82
=
==




<
©
D
™
S
S
SO
=
S
e
—
[b)
(o'}
=
=
)
=

©
o
o
AN
'_
oC
o
o
L
o-
—]
=
=
=
=
<C

12

http://www.mobif.com

The Board recognises the importance of corporate governance in discharging its responsibilities, protecting and
enhancing shareholders’ value through promoting and practising high standards of corporate governance throughout
the Group. The Board adopts and applies the principles and best practices as governed by the Listing Requirements
of the MESDAQ Market of Bursa Malaysia Securities Berhad and the Malaysian Code on Corporate Governance.

The following statements set out the Group’s compliance with the principles of the Malaysian Code on Corporate
Governance.

A. Directors
(i) The Board

The Group recognises the important role played by the Board in the stewardship of the Group’s direction
and operations, and ultimately, the enhancement of long-term shareholders’ value. To fulfill this role, the
Board is responsible for the overall corporate governance of the Group, including its strategic direction,
establishing goals for management and monitoring the achievement of these goals.

(i)  Board Balance

The current Board has six (6) members comprising four (4) Executive Directors and two (2) Independent
Non-Executive Directors, which is in compliance with Rule 15.02 of the Listing Requirements of Bursa
Securities for the MESDAQ Market (“Listing Requirements”).

The Board comprises professionals drawn from various backgrounds, bringing in-depth and diversity in
experience, expertise and perspectives to the Group’s business operations. The profiles of the members
of the Board are set out in this Annual Report on page 3 and page 4.

Together with the Group Chief Executive Officer who has intimate knowledge of the Group’s business,
the Board is constituted of individuals who are committed to business integrity and professionalism in all
its activities. The Board supports the highest standards of corporate governance and the development
of best practices for the Group.

(i)  Supply of Information

The Directors have full and unrestricted access to all information within the Group and to the advice and
services of the Secretary who is responsible for ensuring that Board meeting procedures are followed
and that applicable rules and regulations are complied with. At each meeting of the Board, the Secretary
appraises the Board on the Group’s compliance obligations and highlights non-compliances with legal,
regulatory and statutory rules and guidelines, if any.

The Directors are also regularly updated and advised of any new regulations, guidelines or directive
issued by Bursa Malaysia, Securities Commission and other relevant regulatory authorities.

The Board also avails itself of independent professional advice as and when necessary. Additionally, the
Board invites the senior management to brief the Board from time to time on matters being deliberated
as they are able to help bring insight into these matters.

(iv)  Appointments to the Board

The Board believes that the current composition of the Board brings the required mix of skills and core
competencies required for the Board to discharge its duties effectively.

The Board appoints its members through a formal and transparent selection process, which is
consistent with the Articles of Association of the Company. This process has been reviewed, approved
and adopted by the Board. New appointees will be considered and evaluated by the Board and the
Company Secretary will ensure that all appointments are properly made, and that legal and regulatory
obligations are met.
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(vi)

(vil)

Re-election of Directors

In accordance with the Company’s Articles of Association, one-third (1/3) of the Directors, shall retire from
office, at least once in three (3) years. Retiring Directors can offer themselves for re-election. Directors
who are appointed by the Board during the financial year are subject to re-election by shareholders at
the next Annual General Meeting held following their appointments. Directors over seventy (70) years
of age are required to submit themselves for re-appointment annually in accordance with section 129(6)
of the Companies Act, 1965.

For the forthcoming Annual General Meeting, Chan Chee Wai will retire by rotation pursuant to Article 83
and being eligible, offers himself for re-election. Leou Thiam Lai and Lee Chin Soon will retire pursuant
to Article 90 and being eligible offer themselves for re-election.

Meetings

The Board meets regularly on a quarterly basis and as and when required. There were seven (7) meetings
held during the financial year and the attendance record is as follows:

Meetings attended

Leong Kong Hoy 6/7
Lau Sze Ming 6/7
Lee Khiam Jin 6/7
Chan Chee Wai 7/7
Lee Chin Soon (appointed on 9.2.2007) Not applicable
Leou Thiam Lai (appointed on 16.3.2007) Not applicable
Chia Gek Liang (resigned on 16.3.2007) 6/7

Directors’ Training

All members of the Board have attended the Mandatory Accreditation Programme within the timeframe
permitted as prescribed by the Listing Requirements. The Directors are also encouraged to attend
any relevant training programme to further enhance their knowledge to enable them to discharge their
responsibilities more effectively.

In addition, the following Directors have undergone the following training programmes:

No. of Mode of
Name hours/days Training Title
Leong Kong Hoy Half-day Course M&A
Lau Sze Ming Half-day Course M&A
Lee Khiam Jin 2 days Conference National Telecommunication
Conference 2006
1 day Conference Communic Asia 2006
Summit (Telecom
Network of the Future)
Chan Chee Wai Half-day Course Basic Credit Analytics
Chia Gek Liang Half-day Course M&A

Lee Chin Soon
(appointed on 9.2.2007) - - _

Leou Thiam Lai
(appointed on 16.3.2007) - - -

13

<
O
(o)
23
OC\I
O =
Lo O0C
- S
S 0
%CC
m =
=
82
=
==




<
O
O
23
OC\I
([l
Lo OC
- S
S 0
%CC
m =
=
%Z
=
==

14

http://www.mobif.com

(viii) Options Committee
An Option Committee was established by the Board to administer the Company’s ESOS which was
implemented on 28th October 2005. The Options Committee ensures that the ESOS is administered
in accordance with the ESOS Bye-Laws.

There were no options granted to non-executive directors neither there were options exercised by non-
executive directors during the financial year.

Directors’ Remuneration

The details of the Directors’ remuneration of the Company for the financial year are:

Salary Fee Others Total

RM RM RM RM

Executive Directors 420,000 - 52,260 472,260
Non-Executive Directors - 48,000 - 48,000
Total 420,000 48,000 52,260 520,260

The Directors, whose remuneration falls within the following bands are as follows:

Range Executive Non-Executive
Below RM50,000 - 2
RM50,001 — RM100,000 1 -
RM100,001 - RM150,000 1 -

RM150,001 - RM200,000
RM200,001 - RM250,000 - -
RM250,001 — RM300,000

—
|

Relation with Shareholders

The Group recognises the importance of keeping shareholders informed of the Group’s business and corporate
developments. Such information is disseminated via the Group’s annual reports, circulars to shareholders,
quarterly financial results and the various announcements made from time to time. All shareholders have an
opportunity to participate in discussions with the Board on matters relating to the Group’s operations and
performance at the Company’s Annual General Meeting. Alternatively, they may obtain the Company’s latest
announcements via Bursa Securities’ website at www.bursamalaysia.com.
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D.

Accountability and Audit
(i) Financial Reporting

It is the Board’s responsibility to ensure that the financial statements are prepared in accordance with
the Companies Act, 1965 and the applicable approved accounting standards in Malaysia so as to
present a balanced and fair assessment of the Group’s financial position and prospects. The Directors
are also responsible for keeping proper accounting records, safeguarding the assets of the Group and
taking reasonable steps to prevent and enable detection of fraud and other irregularities.

In preparing the financial statements, the Directors have taken the necessary steps and actions as
follows:

(@  selecting suitable accounting policies and applying them consistently;
(b)  stating whether applicable accounting standards have been followed;
(¢)  making judgments and estimates that are reasonable and prudent; and

(d) preparing the financial statements on a going concern basis, having made reasonable enquiries
and assessments on the resources of the Group on its ability to continue further business in
foreseeable future.

(i)  Internal Control

The Board has overall responsibility for maintaining a system of internal controls, which provides
reasonable assessments of effective and efficient operations, internal controls and compliance with
laws and regulations.

Currently, the Group does not maintain an Internal Audit department due to lack of economies of
scale.

(i)  Relationship with Auditors

The Board has established a transparent relationship with the external auditors through the Audit
Committee, which has been accorded the authority to communicate directly with the external auditors.
The external auditors in turn are able to highlight matters requiring the attention of the Board effectively to
the Audit Committee in terms of compliance with the accounting standards and other related regulatory
requirements.

Directors’ Responsibility Statement in Respect of Financial Statements

The Directors are required to prepare the financial statements for each financial year which give a true and
fair view of the state of affairs of the Group and of the Company at the end of the financial year, and of the
results and cash flow of the Group and of the Company for the financial year then ended.

The Directors consider that, in preparing the financial statements for the financial year ended 31st December
2006, the Group has used appropriate accounting policies and applied them consistently and made judgments
and estimates that are reasonable and prudent. The Directors also consider that all applicable approved
accounting standards have been followed and confirm that the financial statements have been prepared on
a going concern basis.

The Directors are responsible for ensuring that the Group and the Company keep accounting records which
disclose reasonable accuracy at any time of the financial position of the Group and of the Company and
which enable them to ensure that the financial statements comply with the provisions of the Companies Act,
1965 and the applicable approved accounting standards in Malaysia.
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COMPLIANCE WITH THE CODE

Save for the formation of the Remuneration Committee, Nomination Committee and Internal Audit Department
due to the size of the operations of the Group, the Group is in compliance throughout the financial year with the
Principles and Best Practices of the Code.

OTHER INFORMATION

Share buybacks

During the financial year, there were no share buybacks by the Company.

American Depository Receipt (ADR) or Global Depository Receipt (GDR) programme

During the financial year under review, the Company did not sponsor any ADR or GDR programme.

Imposition of sanctions/penalties

There were no material sanctions or penalties imposed on the Company and its subsidiaries, Directors and
management by the relevant regulatory bodies during the financial year.

Non-audit Fees

There were no non-audit fees paid to the Company’s external auditors during the financial year under review.
Profit estimate, forecast or projection

The Company did not release any profit estimate, forecast or projection during the financial year.

Profit guarantee

There was no profit guarantee given by the Company in respect of the financial year.

Material contracts

There were no material contracts entered into by the Company and its subsidiaries involving directors’ and major
shareholders’ interests still subsisting at the end of the financial year or entered into since the end of the previous
financial year.

Revaluation of landed properties

The Group does not own any landed properties.

Corporate Social Responsibility (“CSR”)

There were no CSR activities undertaken by the Company and its subsidiaries for the financial year under review.
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A. Introduction

The Board is committed to maintain a sound system of internal control of the Group and is pleased to provide
the following statement, which outlines the nature and scope of internal control of the Group during the
year.

B. Board Responsibilities

The Board has overall responsibility for maintaining a system of internal controls, which provides reasonable
assessments of effective and efficient operations, internal controls and compliance with laws and
regulations.

The Board recognises the importance of sound internal controls and risk management in safeguarding the
assets of the Group. The Group has in place an on-going process to identify, monitor and manage any significant
risks through internal controls set out in order to attain a reasonable assurance that its business objectives
are met. These controls are regularly reviewed by the Board and subject to continuous improvements.

However, the Board also recognises that any control system installed cannot eliminate risk totally. The internal
control system could only provide reasonable and not absolute assurance against material mis-statements
or fraud.

C. Internal Control Framework
Even though currently the Group does not maintain an Internal Audit department due to lack of economies
of scale, the Board believes that the same objective can be achieved as it has established an organization

with clearly defined lines of accountability and delegated authority.

A risk analysis of the Group is conducted on a regular basis with the necessary measures being put up to
assess and monitor the impact on its operation and business.

The other key elements of the Group’s internal control systems are described below:
- Regular monitoring of operational results against budgeted for the Board’s review and discussion;

- Regular and comprehensive information provided to the Board, covering financial performance and key
business indicators;

- Regular updates of internal policies and procedures, to reflect changing risks or resolve operational
deficiencies; and

- Regular meetings with management to address weaknesses and improve efficiency.
The Board is of the view that there has been no significant breakdown or weaknesses in the system of internal

control of the Group that may have a material impact on the operations of the Group for the financial year
ended 31st December 2006.
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The Directors have pleasure in submitting their report together with the audited financial statements of the Group
and of the Company for the financial year ended 31st December 2006.

PRINCIPAL ACTIVITIES

The principal activities of the Company are the provision of internet-based surveillance systems, machine control with
visual inspection software and other information technology services such as systems integration, support services
and training. The principal activities of the subsidiaries are as disclosed in Note 14 to the Financial Statements.
There have been no significant changes in the nature of the principal activities of the Company and its subsidiaries
during the financial year.

FINANCIAL RESULTS

The results of operations of the Group and of the Company for the financial year are as follows:

GROUP COMPANY

RM RM
Net profit for the financial year 6,437,985 7,929,708
Attributable to:
Equity holders of the Company 6,984,277 7,929,708
Minority interests (546,292) -
6,437,985 7,929,708
DIVIDENDS

No dividend has been paid or declared by the Company since the end of the previous financial year. The directors
also do not recommend the payment of any dividend in respect of the current financial year.

RESERVES AND PROVISIONS

There were no material transfers to or from reserves or provisions during the financial year other than as disclosed
in the Financial Statements.

ISSUE OF SHARES AND DEBENTURES

During the financial year, the Company increased its issued and paid-up ordinary share capital from RM18,563,314
to RM20,328,845 by way of:

i) the issuance of 12,563,314 ordinary shares of RM0.10 each through private placements at an issue price of
RMO0.91 per ordinary share for cash, for additional working capital purposes; and

ii) the issuance of 5,092,000 ordinary shares of RM0.10 each for cash pursuant to the Company’s Employees
Share Option Scheme at an average exercise price of RM1.08 per ordinary share.

The new ordinary shares issued during the financial year ranked pari passu in all respects with the existing ordinary
shares of the Company.

The Company did not issue any debentures during the financial year.
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SHARE OPTIONS

Mobif Berhad Employees Share Option Scheme (ESOS) is governed by the bye-laws approved by the shareholders
at an Extraordinary General Meeting held on 25th October 2005. The ESOS was implemented on 28th October
2005.

The salient features of the ESOS are as follows:
a) the total number of new shares which may be made available under the scheme shall not exceed in aggregate
ten per cent (10%) of the total issued and paid-up share capital of the Company at any point of time during

the existence of the ESOS;

b)  eligible persons are employees and Directors that have attained the age of eighteen (18) years on the date
of offer and either

(i) are classified as “employees” based on the terms of employment letter issued by the Company; or
(i)  inthe case of Directors, the name appears in the Register of Directors on or before the date of offer;

C) not more than fifty per cent (50%) of the shares under the ESOS will be granted to the Directors and senior
management. In addition, the allocation to an eligible employee/Director who, either singly or collectively
through persons connected with the eligible employee/Director, holds twenty per cent (20%) or more of the
issued and paid-up share capital of the Company must not exceed ten per cent (10%) of the total number of
shares available under the scheme;

d) the option price shall be determined by the weighted average market price of the shares of the Company for
the five (5) market days preceding the date of offer and may be at a discount of not more than ten per cent
(10%) or at par value of the shares of the Company, whichever is higher; and

e) the duration of the scheme shall be five (5) years from the commencement of the scheme.

The share options granted and exercised during the financial year are as follows:

Option Number of options over ordinary shares of RM0.10 each
Date of price Balance as at Balance as at
offer RM 01.01.2006 Granted Exercised Lapsed 31.12.2006
10.11.2005 1.08 18,500,000 - (5,092,000) (2,833,000) 10,575,000
07.08.2006 2.65 - 820,000 - (80,000) 740,000

The Company has been granted exemption by the Companies Commission of Malaysia from having to disclose the
names of option holders other than directors, who have been granted options to subscribe for less than 1,000,000
ordinary shares of RM0.10 each. The details of option holders granted options to subscribe for 1,000,000 or more
ordinary shares of RM0.10 each during the financial year are as follows:

Exercise Number of options over ordinary shares of RM0.10 each

Grant Price Balance as at Balance as at
Name Date RM 01.01.2006 Granted Exercised 31.12.2006
Leong Kwai Cheng 10.11.2005 1.08 1,000,000 - - 1,000,000

21
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DIRECTORS
The Directors who served since the date of the last report are:

Leong Kong Hoy
Lau Sze Ming
Lee Khiam Jin
Chan Chee Wai

Lee Chin Soon (appointed on 09.02.2007)
Leou Thiam Lai (appointed on 16.03.2007)
Chia Gek Liang (resigned on 16.03.2007)

DIRECTORS’ BENEFITS

Since the end of the previous financial year, no Director of the Company has received or become entitled to receive
any benefit (other than the benefit included in the aggregate amount of emoluments received or due and receivable
by Directors as disclosed in the financial statements or the fixed salary of full-time employees of the Company) by
reason of a contract made by the Company or a related corporation with the Director or with a firm of which the
Director is a member, or with a company in which the Director has a substantial financial interest.

Neither during nor at the end of the financial year, was the Company a party to any arrangements whose object is
to enable the Directors to acquire benefits by means of the acquisition of shares in or debentures of the Company
or any other body corporate except for the options granted to the Directors pursuant to the ESOS of the Company
as disclosed below.

DIRECTORS’ INTERESTS
The shareholdings in the Company of those who were Directors at the end of the financial year, as recorded in the
Register of Directors’ Shareholdings kept by the Company under Section 134 of the Companies Act, 1965, are as

follows:

Number of ordinary shares of RM0.10 each

Balance as at Balance as at
01.01.2006 Bought Sold 31.12.2006
Shares in the Company
Registered in name of Directors
Leong Kong Hoy 5,049,836 - - 5,049,836
Lau Sze Ming 7,366,694 - (6,300,000) 1,066,694
Lee Khiam Jin 6,465,968 - (3,000,000) 3,465,968
Chia Gek Liang 934,400 - (934,400) -
Chan Chee Wai 827,120 - (690,000) 137,120

In addition to the above, the Directors are also deemed to have an interest in the shares of the Company to the
extent of options granted to them pursuant to the ESOS as follows:-

Number of options over ordinary shares of RM0.10 each
Balance as at Balance as at
01.01.2006 Granted Exercised Lapsed 31.12.2006
Share options in the Company

g Registered in name of Directors

©

% Leong Kong Hoy 1,800,000 - - - 1,800,000
= Lau Sze Ming 3,500,000 - - - 3,500,000
0 Lee Khiam Jin 1,800,000 - - - 1,800,000
= Chia Gek Liang 500,000 - - - 500,000
= Chan Chee Wai 500,000 - - - 500,000
s
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STATUTORY INFORMATION ON THE FINANCIAL STATEMENTS

a)

Before the income statements and balance sheets of the Group and of the Company were made out, the
Directors took reasonable steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts and the making
of allowance for doubtful debts and satisfied themselves that all known bad debts had been written off
and that no allowance for doubtful debts is required; and

(i)  toensure that any current assets which were unlikely to realise in the ordinary course of business their
values as shown in the financial statements of the Group and of the Company have been written down
to an amount which they might be expected to realise.

At the date of this report, the Directors are not aware of any circumstances:

(i) which would render the amount written off as bad debts inadequate to any substantial extent or which
would require the making of allowance for doubtful debts in the financial statements of the Group and
of the Company; or

(i) which would render the values attributable to current assets in the financial statements of the Group
and of the Company misleading; or

(i) which have arisen which render adherence to the existing method of valuation of assets or liabilities of
the Group and of the Company misleading or inappropriate.

At the date of this report, there does not exist:

(i) any charge on the assets of the Group and of the Company which has arisen since the end of the
financial year which secures the liability of any other person; or

(i) any contingent liability of the Group and of the Company which has arisen since the end of the financial
year.

No contingent liability or other liability has become enforceable, or is likely to become enforceable within the
period of twelve months after the end of the financial year which, in the opinion of the Directors, will or may
substantially affect the ability of the Group and of the Company to meet their obligations as and when they
fall due.

OTHER STATUTORY INFORMATION

a)

At the date of this report, the Directors are not aware of any circumstances not otherwise dealt with in this
report or the financial statements of the Group and of the Company which would render any amount stated
in the financial statements misleading.

In the opinion of the Directors,

(i) the results of operations of the Group and of the Company during the financial year were not substantially
affected by any item, transaction or event of a material and unusual nature; and

(i)  there has not arisen in the interval between the end of the financial year and the date of this report any
item, transaction or event of a material and unusual nature likely to affect substantially the results of
operations of the Group and of the Company for the financial year in which this report is made.
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AUDITORS

The auditors, Messrs. Tan Chin Huat & Co., have indicated their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the Directors,

LEONG KONG HOY LEE KHIAM JIN
Director Director

Pulau Pinang

Date: 17th March 2007
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We, Leong Kong Hoy and Lee Khiam Jin, being two of the Directors of MOBIF BERHAD, do hereby state that, in
the opinion of the Directors, the accompanying balance sheets and statements of income, cash flows and changes
in equity, together with the notes thereto, are drawn up in accordance with the provisions of the Companies Act,
1965 and the applicable MASB Approved Accounting Standards in Malaysia for Entities Other Than Private Entities
so as to give a true and fair view of the state of affairs of the Group and of the Company as at 31st December 2006
and of the results and cash flows of the Group and of the Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the Directors,

LEONG KONG HOY LEE KHIAM JIN
Director Director

Pulau Pinang

Date: 17th March 2007

I, LEONG KONG HOQY, being the Director primarily responsible for the financial management of MOBIF BERHAD,
do solemnly and sincerely declare that the accompanying balance sheets and statements of income, cash flows
and changes in equity, together with the notes thereto, are to the best of my knowledge and belief, correct and |
make this solemn declaration conscientiously believing the same to be true, and by virtue of the provisions of the
Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the
abovenamed Leong Kong Hoy,
at Pulau Pinang, on 17th March 2007 LEONG KONG HOY

Before me:

SYED MOHAMED BIN SYED
HYDER BIN SAHIL (NO. P. 065)
PJK, PJM.

Commissioner for Oaths
Pulau Pinang
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We have audited the accompanying balance sheets as at 31st December 2006 and the related statements of income,
cash flows and changes in equity, together with the notes thereto, for the year then ended.

These financial statements are the responsibility of the Company’s Directors. Our responsibility is to express an
opinion on these financial statements based on our audit. It is our responsibility to form an independent opinion,
based on our audit, on the financial statements and to report our opinion to you, as a body, in accordance with
Section 174 of the Companies Act, 1965 and for no other purpose. We do not assume responsibility to any other
person for the content of this report.

We conducted our audit in accordance with approved standards on auditing in Malaysia. These standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the Directors, as well as evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion,

(@ the abovementioned financial statements are properly drawn up in accordance with the provisions of the
Companies Act, 1965 and the applicable MASB Approved Accounting Standards in Malaysia for Entities
Other Than Private Entities so as to give a true and fair view of:

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial
statements and consolidated financial statements; and

(i)  the state of affairs of the Group and of the Company as at 31st December 2006 and of the results and
cash flows of the Group and of the Company for the year then ended; and

(b)  the accounting and other records and the registers required by the Companies Act, 1965 to be kept by the
Company and by the subsidiaries of which we have acted as auditors have been properly kept in accordance
with the provisions of the said Act.

We have considered the financial statements and the auditors’ reports of the subsidiaries of which we have not
acted as auditors, as indicated in Note 14 to the Financial Statements, being financial statements that have been
included in the consolidated financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the Company’s
financial statements are in form and content appropriate and proper for the purposes of the preparation of the
consolidated financial statements and we have received satisfactory information and explanations required by us
for these purposes.

The auditors’ reports on the financial statements of the subsidiaries were not subject to any qualification and did
not include any comment made under Subsection (3) of Section 174 of the Act.

TAN CHIN HUAT & CO. TAN CHIN HUAT
Firm No. AF 1395 Approval No: 2037/06/08(J)
Chartered Accountants (M) Proprietor

Petaling Jaya

Date: 17th March 2007
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GROUP COMPANY
2006 2005 2006 2005
Note RM RM RM RM
Revenue 62,906,680 36,277,713 59,813,628 36,285,652
Other operating income 7 202,676 81,300 183,213 81,288
Changes in inventories of
trading merchandise 3,395,953 382,822 3,398,624 148,157
Purchases and direct costs (50,306,928) (19,066,156) (47,219,369) (18,761,371)
Staff costs (2,691,096) (1,609,036) (1,560,067) (1,188,840)
Depreciation of property,
plant and equipment (432,733) (259,861) (244,853) (243,606)
Directors’ remuneration 8 (579,718) (697,154) (520,260) (616,205)
Amortisation of development costs 13 (3,992,413) (3,295,874) (3,992,413) (8,295,874)
Other operating expenses 7 (2,114,627) (2,222,080) (1,775,280) (2,013,397)
Profit from operations 6,387,794 9,591,674 8,083,223 10,395,804
Finance costs 9 (105,009) (43,946) (102,301) (43,946)
Share of results in associate (16,935) - - -
Profit before tax 6,265,850 9,547,728 7,980,922 10,351,858
Income tax credit/(expense) 10 172,135 141,188 (51,214) (18,941)
Net profit for the financial year 6,437,985 9,688,916 7,929,708 10,332,917
Attributable to:
Equity holders of the Company 6,984,277 9,784,241
Minority interests (546,292) (95,325)
6,437,985 9,688,916
Earnings per share attributable to equity holders of the Company:
Basic (sen) 11 3.55 5.27
Diluted (sen) 11 3.49 N/A

The above income statements are to be read in conjunction with the accompanying notes to the financial

statements.
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GROUP COMPANY
2006 2005 2006 2005
Note RM RM RM RM
ASSETS
Property, plant and equipment 12 6,702,107 1,671,328 920,357 1,598,067
Development costs 13 11,739,882 10,384,093 11,533,244 10,384,093
Investment in subsidiaries 14 - - 2,157,282 500,000
Investment in associate 15 158,065 - - -
Deferred tax assets 16 580,158 165,759 - -
CURRENT ASSETS
Inventories 17 6,546,348 3,041,623 6,205,582 2,806,958
Trade receivables 18 19,166,358 15,258,407 17,196,067 15,086,735
Other receivables and prepaid expenses 18 2,908,671 2,590,000 2,112,163 2,063,241
Amount owing by subsidiaries 14 - - 8,892,455 862,488
Amount owing by associate 15 70,326 - - -
Fixed deposits with licensed banks 19 6,033,330 1,286,941 5,483,330 1,286,941
Cash and bank balances 4,140,924 1,128,897 2,881,456 1,046,800
38,865,957 23,305,868 42,771,053 23,153,163
Less:
CURRENT LIABILITIES
Trade payables 20 457,072 3,744,234 307,694 3,593,697
Other payables and accrued expenses 20 1,563,582 1,106,915 569,832 963,778
Bank borrowing 21 1,575,000 999,000 1,575,000 999,000
Hire purchase and finance lease creditors
- current portion 22 103,586 38,051 36,938 38,051
Tax liabilities 19,327 1,580 19,327 1,580
3,718,567 5,889,780 2,508,791 5,596,106
NET CURRENT ASSETS 35,147,390 17,416,088 40,262,262 17,557,057
54,327,602 29,637,268 54,873,145 30,039,217
Financed by:
Issued capital 23 20,328,845 18,563,314 20,328,845 18,563,314
Reserves 24 32,978,161 10,824,297 34,472,746 11,381,551

TOTAL EQUITY ATTRIBUTABLE TO

EQUITY HOLDERS OF THE COMPANY 53,307,006 29,387,611 54,801,591 29,944,865
Minority interests 652,399 149,675 - -
TOTAL EQUITY 53,959,405 29,537,286 54,801,591 29,944,865
LONG-TERM LIABILITIES
Hire purchase and finance lease creditors 22 151,550 85,452 51,587 85,452
Deferred tax liabilities 16 216,647 14,530 19,967 8,900

54,327,602 29,637,268 54,873,145 30,039,217

The above balance sheets are to be read in conjunction with the accompanying notes to the financial
statements.
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d——— Attributable to Equity Holders of the Company —— Minority Total
4 Non Distributable 4 Distributable Interests Equity
Exchange Share
Issued Share  fluctuation option  Unappropriated
GROUP capital premium reserve reserve profit Total
RM RM RM RM RM RM RM RM
Balance as at 1st January 2005 6,629,755 7,694,864 - - 5338672 19,663,191 - 19,663,191
Issuance of shares during the
financial year 11,933,559 (7,635,043) - - (4,298,516) - - -
Subscription for shares issued
by a subsidiary - - - - - - 245,000 245,000
Net profit for the financial year - - - - 9,784,241 9,784.241 (95,325) 9,688,916
Listing expenses - (59,821) - - - (59,821) - (59,821)
Balance as at 31st December 2005 18,563,314 - - - 10,824,297 29,387,611 149,675 29,537,286
Issuance of shares during
the financial year 1,765,531 15,166,444 - - - 16,931,975 - 16,931,975

Subscription for shares issued

by subsidiaries - - - - - - 1,049,016 1,049,016
Share issue expenses - (400,083) - - - (400,083) - (400,083)
Share options granted under ESOS - - - 395,126 - 395,126 - 395,126
Exchange differences arising from

consolidation of foreign subsidiaries - - 8,100 - - 8,100 - 8,100
Net profit for the financial year - - - - 6,984,277 6,984,277  (546,292) 6,437,985
Balance as at 31st December 2006 20,328,845 14,766,361 8100 395126 17,808,574 53307006 652,399 53,959,405
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Non Distributable Distributable
Share
Issued Share option Unappropriated
COMPANY capital premium reserve profit Total
RM RM RM RM RM
Balance as at 1st January 2005 6,629,755 7,694,864 - 5,347,150 19,671,769
Net profit for the financial year - - - 10,332,917 10,332,917
Issuance of shares during
the financial year 11,933,559 (7,635,043) - (4,298,516) -
Listing expenses - (59,821) - - (59,821)
Balance as at 31st December 2005 18,563,314 - - 11,381,551 29,944,865
Issuance of shares during
the financial year 1,765,531 15,166,444 - - 16,931,975
Share issue expenses - (400,083) - - (400,083)
Share options granted under ESOS - - 395,126 - 395,126
Net profit for the financial year - - - 7,929,708 7,929,708
Balance as at 31st December 2006 20,328,845 14,766,361 395,126 19,311,259 54,801,591

The above statements of changes in equity are to be read in conjunction with the accompanying notes to the financial statements.
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GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
CASH FLOWS FROM
OPERATING ACTIVITIES
Profit before tax 6,265,850 9,547,728 7,980,922 10,351,858
Adjustments for:
Amortisation of development costs 3,992,413 3,295,874 3,992,413 3,295,874
Bad debts written off 47,765 - 47,715 -
Depreciation of property,
plant and equipment 432,733 259,861 244,853 243,606
Interest income from fixed deposit (193,867) (67,586) (182,210) (67,586)
Inventories written off 14,122 9,232 14,122 9,232
Share options granted under ESOS 395,126 - 395,126 -
Finance costs 105,009 43,946 102,301 43,946
(Gain)/ Loss on disposal of property,
plant and equipment 754 (2,485) 85 (2,485)
Property, plant and equipment written off 62,625 - 57,376 -
Share of results in associate 16,935 - - -
Operating profit before working
capital changes 11,139,465 13,086,570 12,652,703 13,874,445
Changes in working capital:
Increase in inventories (3,518,847) (892,054) (3,412,746) (157,389)
Increase in trade receivables (8,955,716) (9,110,904) (2,157,047) (8,939,232)
(Increase)/Decrease in other receivables
and prepaid expenses (267,488) (27,899) (9,396) 488,860
Increase in fixed deposits pledge (3,550,000) (250,000) (3,000,000) (250,000)
Increase in amount owing by subsidiaries - - (8,031,755) (845,027)
Increase in amount owing by associate (70,326) - - -
Increase/(Decrease) in trade payables (3,287,162) 2,035,495 (3,286,003) 1,884,958
Increase/(Decrease) in other payables
and accrued expenses 484,981 587,822 (393,946) 446,042
Decrease in amount owing to director (28,314) - - -
Cash Generated From/(Used In)
Operations (8,053,407) 5,929,030 (7,638,190) 6,502,657
Interest received 142,684 78,950 142,684 78,950
Interest paid (105,009) (43,946) (100,513) (43,946)
Tax paid (22,400) (36,061) (22,400) (36,061)
Development costs incurred (4,814,241) (8,472,590) (4,607,603) (8,472,590)
Net Cash Used In Operating Activities (7,852,373) (2,544,617) (12,226,022) (1,970,990)
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of property,
plant and equipment (5,888,524) (1,014,953) (159,165) (925,437)
Proceeds from disposal of property,
plant and equipment 27,605 18,000 600 18,000
Acquisition of shares
in subsidiary (Note 14) 1,000,016 245,000 (1,657,282) -
Purchase of investment in associate (175,000) - - -
Net Cash Used In Investing Activities (5,035,903) (751,953) (1,815,847) (907,437)
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GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM

CASH FLOWS FROM

FINANCING ACTIVITIES
Proceeds from issuance of shares 16,931,975 - 16,931,975 -
Payment of share issue expenses (400,083) - (400,083) -
Proceeds from minority shareholders 49,000 - - -
Payment of listing expenses - (59,821) - (59,821)
Repayment of hire purchase obligations (68,300) (55,239) (34,978) (55,239)
Increase in bank borrowing 576,000 999,000 576,000 999,000
Net Cash From Financing Activities 17,088,592 883,940 17,072,914 883,940
NET INCREASE/(DECREASE) IN

CASH AND CASH EQUIVALENTS 4,200,316 (2,412,630) 3,031,045 (1,994,487)
EFFECTS OF EXCHANGE RATE CHANGES 8,100 - - -
CASH AND CASH EQUIVALENTS

BROUGHT FORWARD 2,165,838 4,578,468 2,083,741 4,078,228
CASH AND CASH EQUIVALENTS

CARRIED FORWARD (Note 25) 6,374,254 2,165,838 5,114,786 2,083,741

Note: During the financial year, the Group acquired property, plant and equipment with an aggregate cost of
RM6,088,457 of which RM199,933 was acquired under finance lease arrangement. Cash payments by the
Group for the acquisition of property, plant and equipment amounted to RM5,888,524.

The above cash flow statements are to be read in conjunction with the accompanying notes to the financial
statements.
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1)

2)

3)

GENERAL INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on
the MESDAQ Market of Bursa Malaysia Securities Berhad.

The principal activities of the Company are the provision of internet-based surveillance systems, machine
control with visual inspection software and other information technology services such as systems integration,
support services and training. The principal activities of the subsidiaries are as disclosed in Note 14 to the
Financial Statements. There have been no significant changes in the nature of the principal activities of the
Company and its subsidiaries during the financial year.

The registered office of the Company is located at Unit 1-3-3, 1, Jalan P.Ramlee, 10460 Pulau Pinang.

The principal place of business of the Company is located at Unit No. 1-5-34, Krystal Point Corporate Park,
Lebuh Bukit Kecil 6, Off Jalan Tun Dr Awang, 11900 Bayan Lepas, Pulau Pinang.

The financial statements are presented in Ringgit Malaysia (RM).

The financial statements of the Company have been authorised by the Board of Directors for issuance on
17th March 2007.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and of the Company have been prepared in accordance with the
provisions of the Companies Act, 1965 and the applicable MASB Approved Accounting Standards in Malaysia
for Entities Other Than Private Entities. At the beginning of the current financial year, the Group and the Company
adopted the new and revised Financial Reporting Standards (FRSs) which are mandatory for financial periods
beginning on or after 1st January 2006 as fully explained in Note 5 to the Financial Statements.

The preparation of financial statements in conformity with the Financial Reporting Standards requires the use of
certain critical accounting estimates and assumptions that affect the reported amounts of assets and liabilities,
and the reported results during the reported period. It also requires Directors to exercise their judgement in
the process of applying the Group’s accounting policies. Although these estimates and judgement are based
on the Director’s best knowledge of current events and actions, actual results may differ.

The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements, are disclosed in Note 6 to the Financial Statements.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The operations of the Group are subject to a variety of financial risks, including market, foreign currency and
interest rate risk, along with credit, liquidity and cash flow risk. The Group’s overall financial risk management
objectives are to ensure that there is sufficient level of liquidity and its ability to finance the Group’s operations,
with a view to minimise potential adverse effects on the financial performance of the Group and to create value
for its shareholders. Financial risk management is carried out through risk reviews, internal control systems,
insurance programme and adherence to the Group’s financial risks management policies.
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Market risk

The Group has in place policies to manage its competitive risks from its competitors in providing better alternatives
in terms of better services. The Group regularly takes part in various research to develop better alternatives or
attractive packages.

Foreign currency exchange risk

The Group’s main foreign currency exchange exposure is in United States Dollars (USD). The Group’s foreign
currency exchange exposure arise mainly from trade transactions in foreign currencies. Management believes that
the Group’s foreign currency exchange risk is minimal and accordingly, no hedging is performed.

Interest rate risk

The Group practises prudent interest rate risk management for the purpose of reducing net interest costs and to
achieve interest rates within predictable, desired ranges.

Credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an on-going basis. Credit
evaluations are performed on all credit applications and investments before a decision is made.

Liquidity risk

The Group practises prudent liquidity risk management to minimise the mismatch of financial assets and liabilities
and to maintain sufficient level of cash and cash equivalents to meet its working capital requirements.

Cash flow risk

The Group reviews its cash flow position regularly to manage its exposure to fluctuations in future cash flows
associated with its monetary financial instruments.

Fair values
The fair values of the financial assets and financial liabilities reported in the balance sheets as at 31st December

2006 approximate the carrying amounts of these assets and liabilities because of the immediate or short-term
maturity of these financial instruments except for the following:-

GROUP COMPANY
Carrying Fair Carrying Fair
Amount Value Amount Value
RM RM RM RM
Financial liabilities
Hire purchase and finance
lease obligations (Note 22) 255,136 247,269 88,525 86,336

The fair values of the hire purchase and finance lease obligations are estimated using the discounted cash flow
analysis based on current rates available for similar arrangement.
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4)

SIGNIFICANT ACCOUNTING POLICIES

a)

b)

c)

Basis of Accounting

The financial statements of the Group and of the Company have been prepared under the historical
cost convention.

Revenue Recognition

Revenue is recognised when it is probable that the economic benefits associated with the transaction
will flow to the enterprise and the amount of the revenue can be measured reliably.

Revenue from goods sold is recognised upon delivery of goods and when the risks and rewards of
ownership have passed. Revenue represents the invoiced value of goods sold and services rendered
net of discounts and returns.

Transaction in Foreign Currencies

Foreign Currency Conversion

(i) Functional and Presentation Currency
The individual financial statements of each entity in the Group are measured using the primary
economic environment in which the entity operates (“the functional currency”). The consolidated
financial statements are presented in Ringgit Malaysia (RM), which is also the Company’s functional
currency.

(i) Foreign Currency Transactions
Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the income
statements.

(iii) Foreign Operations

For the purpose of consolidation, the financial statements of the foreign incorporated subsidiaries
have been translated into Ringgit Malaysia as follows:

Assets and liabilities - at closing rate
Issued capital - at historical rate
Revenue and expenses - at average rate

All resulting exchange differences are taken to the exchange fluctuation reserve within equity.
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d) Income Tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is the
expected amount of income tax payable in respect of the taxable profit for the year and is measured
using the tax rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
In principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred
tax assets are recognised for all deductible temporary differences, unused tax losses and unused tax
credits to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, unused tax losses and unused tax credits can be utilised.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is
realised or the liability is settled, based on tax rates that have been enacted or substantively enacted
at the balance sheet date. Deferred tax is recognised in the income statements, except when it arises
from a transaction which is recognised directly in equity, in which case the deferred tax is also charged
or credited directly in equity.

e) Property, Plant and Equipment

Allitems of property, plant and equipment are initially recorded at cost. Subsequent costs are included in
the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs
and maintenance are charged to the income statements during the financial year in which they are
incurred.

Subsequent to recognition, property, plant and equipment are stated at cost less accumulated
depreciation and any accumulated impairment losses.

Depreciation of property, plant and equipment is calculated to write off the cost of the assets on a
straight-line basis over the expected useful lives of the assets concerned. The annual depreciation rates
used are as follows:

%
Office equipment, furniture and fittings 10-20
Computer 20
Renovation 20
Motor vehicles 20
Telecommunication network and equipment 10-20
Plant and machinery 20

At each balance sheet date, the Group assesses whether there is any indication of impairment. If
such indications exist, an analysis is performed to assess whether the carrying amount of the asset is
fully recoverable. A write down is made if the carrying amount exceeds the recoverable amount. See
accounting policy on impairment of assets.

Gain or loss arising from the disposal of an asset is determined as the difference between the
estimated net disposal proceed and the carrying amount of the asset, and is recognised in the income
statements.
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f) Basis of Consolidation
(i) Subsidiaries

The consolidated financial statements include the financial statements of the Company and all
its subsidiaries made up to the end of the financial year. Subsidiaries are those entities in which
the Group has power to exercise control over the financial and operating policies so as to obtain
benefits from their activities.

Subsidiaries are consolidated using the purchase method of accounting. Under the purchase
method of accounting, subsidiaries are fully consolidated from the date on which control is
transferred to the Group and are no longer consolidated from the date that control ceases. The
cost of acquisition is measured as fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the
acquisition.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition dates, irrespective of the
extent of any minority interest. Any excess of the cost of acquisition over the Group’s interest in the
net fair value of the identifiable assets, liabilities and contingent liabilities represents goodwill. Any
excess of the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilites over the cost of acquisition is recognised immediately in the income statements.

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by
the Group. It is measured at the minorities’ share of the fair value of the subsidiaries’ identifiable
assets and liabilities at the acquisition date and the minorities’ share of changes in the subsidiaries’
equity since then.

All significant intercompany balances and transactions have been eliminated on consolidation.
(i) Associates

Associates are those entities in which the Group exercises significant influence but not control,
through participation in the financial and operating policy decisions of the entities.

Investments in associates are accounted for in the consolidated financial statements using the
equity method of accounting. Under the equity method of accounting, the investment in associate
is carried in the consolidated balance sheet at cost adjusted for post-acquisition changes in the
Group’s share of net assets of the associates. The Group’s share of the net profit or loss of the
associates is recognised in the consolidated income statement. Where there has been a change
recognised directly in the equity of the associate, the Group recognises its share of such changes.
In applying the equity method, unrealised gains or losses on transactions between the Group
and the associates are eliminated to the extent of the Group’s interest in the associates. After
application of the equity method, the Group determines whether it is necessary to recognise
any additional impairment loss with respect to the Group’s net investment in the associates. The
associates are equity accounted for from the date the Group obtains significant influence until
the date the Group ceases to have significant influence over the associate.

g) Investments

Investments in subsidiaries and associates are shown at cost. Where there is an indication of impairment
exists, the carrying amount of the investment is assessed and written down immediately to its recoverable
amount. The policy for recognition and measurement of impairment losses is in accordance with Note
4(k).
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h) Research and Development Costs
All research costs are recognised in the income statements as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset
will generate future economic benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development. Product development expenditures
which do not meet these criteria are expensed when incurred.

Development costs, considered to have finite useful lives, are stated at cost less any impairment losses
and are amortised using the straight-line basis over the commercial lives of the underlying products.
Impairment is assessed whenever there is an indication of impairment and the amortisation period and
method are also reviewed at least at each balance sheet date.

i) Inventories

Inventories are valued at the lower of cost (determined principally on the first-in, first-out method) and
net realisable value. Cost consists of purchases and other direct costs incurred in bringing the inventories
to its present condition and location.

Net realisable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses.

i) Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has become a party to the
contractual provisions of the instrument.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual agreement. Interest, dividends and gains and losses relating to a financial instrument
classified as a liability, are reported as expense or income. Distributions to holders of financial instruments
classified as equity are charged directly to equity. Financial instruments are offset when the Group has
a legally enforceable right to offset and intends to settle either on a net basis or to realise the asset and
settle the liability simultaneously.

i) Receivables
Trade and other receivables are stated at nominal values as reduced by the appropriate allowance
for estimated irrecoverable amounts. Allowance for doubtful debts is made based on estimates
of possible losses which may arise from non-collection of certain receivable accounts.

i) Payables

Payables are stated at cost which is the fair value of the consideration to be paid in the future for
services received.

iii)  Equity Instruments

Ordinary shares are classified as equity. Dividends are recognised in equity in the year in which
they are declared.
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k)

n)

0)

Impairment of Assets

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether
there is any indication of impairment. If any such indication exists, impairment is measured by comparing
the carrying values of the assets with their recoverable amounts. Recoverable amount is the higher of
net selling price and value in use, which is measured by reference to discounted future cash flows.

An impairment loss is recognised as an expense in the income statements immediately, unless the asset is
carried at a revalued amount. Any impairment loss of a revalued asset is treated as a revaluation decrease
to the extent of any unutilised previously recognised revaluation surplus for the same asset.

Finance Leases

Leases of property, plant and equipment where the Group assumes substantially all the benefits and
risks of ownership are classified as finance leases.

Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased
assets and the present value of the minimum lease payments. Each lease payment is allocated between
the liability and finance charges so as to achieve a periodic constant rate of interest on the balance
outstanding. The corresponding rental obligation, net of finance charges, are included in borrowings.
The interest element of the finance charge is charged to the income statements over the lease period
so as to produce a contant periodic rate of interest on the remaining balance of the liability for each
period.

Provisions

Provisions are recognised when the Group has a present legal and constructive obligation as a result
of past events, when it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and when a reliable estimate can be made of the amount of the
obligation.

Employee Benefits
(i) Short term benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the year
in which associated services are rendered by employees of the Group. Short term accumulating
compensated absences such as paid annual leave are recognised when services are rendered
by employees that increase their entitlement to future compensated absences, and short term
non-accumulating compensated absences such as sick leave are recognised when the absences
occur.

(i) Defined contributions plans

As required by law, companies in Malaysia make contributions to the state pension scheme,
Employees Provident Fund (“EPF”). Such contributions are recognised as an expense in the
income statements as incurred.

(iii) Share-based compensation

The Group operates an equity-settled, share-based compensation plan. The fair value of the
employee services received in exchange for the grant of the options is recognised as an expense in
the income statements with a corresponding increase in the share option reserve over the vesting
period. The total amount to be recognised over the vesting period is determined by reference to
the fair value of the options granted on the date of the grant. Non-market vesting conditions are
included in assumptions about the number of options that are expected to become exercisable
on the vesting date. At each balance sheet date, the Group revises its estimates of the number of
options that are expected to become exercisable on the vesting date and recognises the impact
of the revision of the estimates in the income statements, with a corresponding adjustment to the
share option reserve over the remaining vesting period. The equity amount is recognised in the
share option reserve until the option is exercised, upon which it will be transferred to share premium,
or until the option expires, upon which it will be transferred directly to retained earnings.

Cash Flow Statements

The Group and the Company adopt the indirect method in the preparation of the cash flow
statements.

Cash equivalents are short-term, highly liquid investments with maturities of three months or less from
the date of acquisition and are readily convertible to cash with insignificant risks of changes in value.
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p) Segment Reporting

Segment reporting is presented for enhanced assessment of the Group’s risks and returns. Business
segments provide products or services that are subject to risks and returns that are different from those
of other business segments. Geographical segments provide products or services within a particular
economic environment that is subject to risks and returns that are different from those components
operating in other economic environments.

Segment revenue, expense, assets and segment liabilities are those amounts resulting from the operating
activities of a segment that are directly attributable to the segment and the relevant portion that can
be allocated on a reasonable basis to the segment. Segment revenue, expense, assets and segment
liabilities are determined before intragroup balances and intragroup transactions are eliminated as part
of the consolidation process, except to the extent that such intragroup balances and transactions are
between group enterprises within a single segment.

5) CHANGES IN ACCOUNTING POLICIES AND EFFECTS ARISING FROM ADOPTION OF NEW AND
REVISED FRSs

On 1st January 2006, the Group adopted the following FRSs mandatory for financial periods beginning on
or after 1st January 2006:

FRS 2 Share-based Payment

FRS 3 Business Combinations

FRS 101 Presentation of Financial Statements

FRS 102 Inventories

FRS 108 Accounting Policies, Changes in Estimates and Errors
FRS 110 Events After the Balance Sheet Date

FRS 116 Property, Plant and Equipment

FRS 121 The Effects of Changes in Foreign Exchange Rates
FRS 127 Consolidated and Separate Financial Statements
FRS 128 Investments in Associates

FRS 132 Financial Instruments: Disclosure and Presentation
FRS 133 Earnings Per Share

FRS 136 Impairment of Assets

FRS 138 Intangible Assets

The adoption of the above new and revised FRSs does not result in significant changes in accounting policies
of the Group other than as discussed below:

FRS 2 Share-based Payment

Prior to 1st January 2006, no compensation expense was recognised in income statements for share options
granted. The Group and the Company recognised an increase in share capital and share premium when the
options were exercised. Upon the adoption of FRS 2, the total fair value of options granted to employees is
recognised as an employee cost with a corresponding increase in the share option reserve within equity over
the vesting period.

The new accounting policy has been applied prospectively in respect of the share options issued during the
financial year. Accordingly, there is no impact on the financial statements of the Group and of the Company
in prior years. The effects on the results of the Group and of the Company for the year ended 31st December
2006 are as set out in Note 5 (i) below.

FRS 101 Presentation of Financial Statements

Prior to 1st January 2006, minority interests at the balance sheet date were presented in the consolidated
balance sheet separately from liabilities and equity. Upon the adoption of the revised FRS 101, minority
interests are now presented within total equity. In the consolidated income statement, minority interests are
presented as an allocation of the total profit or loss for the year. A similar requirement is also applicable to the
statements of changes in equity. The revised FRS 101 also requires disclosure, on the face of the statement
of changes in equity, total recognised income and expenses for the year, showing separately the amounts
attributable to equity holders of the Company and to minority interests.
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The change in presentation has been applied retrospectively and as such certain comparatives have been
restated. The effects on the consolidated balance sheet as at 31st December 2006 and consolidated income
statement for the year ended 31st December 2006 are set out in Note 5 (i) below. These changes in presentation
has no impact on the Company’s financial statements.

i) Effect of changes in accounting policies on balance sheets and income statements for the year
ended 31st December 2006

The following tables disclose the impact of the adjustments that have been made in accordance with
the new provisions of the respective FRSs to the balance sheets and income statements for the year
ended 31st December 2006:

Increase/(Decrease)
Changes in accounting policies
Reclassification

Effects on balance sheets FRS 101 FRS 2 Total
as at 31st December 2006 RM RM RM
GROUP
Share option reserve - 395,126 395,126
Total equity 652,399 - 652,399
COMPANY
Share option reserve - 395,126 395,126
Effects on income statements for the
year ended 31st December 2006
GROUP AND COMPANY
Other operating expenses - 395,126 395,126
Profit for the year - (395,126) (395,126)
Earnings per share attributable to ordinary equity
holders of the Company:
- basic (sen) - (0.20) (0.20)
- diluted (sen) - (0.20) (0.20)

Restatement of comparatives

The following comparative amount has been restated as a result of adopting the new and revised FRSs:

As previously Reclassification As
reported FRS 101 restated
RM RM RM
At 31st December 2005
Total equity 29,387,611 149,675 29,537,286
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Standards that are not yet effective and have not been early adopted

FRS 124 Related Party Disclosures (effective for accounting periods beginning on or after 1st October 2006).
The Group will apply this standard for financial periods beginning 1st January 2007.

FRS 139 Financial Instruments : Recognition and Measurement (effective date yet to be determined by
Malaysian Accounting Standards Board). The Group will apply this standard when effective.

6)  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

Estimates and judgements are continually evaluated by the Directors and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

In the process of applying the Group’s accounting policies, described above, management has made
the following judgements that have the most significant effect on the amounts recognised in the financial
statements.

Impairment of development costs

The Group determines whether development costs are impaired at least on an annual basis. This requires an
estimation of the value-in-use of the cash-generating units (“CGU”) to which development costs are allocated.
Estimating a value-in-use amount requires management to make an estimate of the expected future cash
flows from the CGU and also to choose a suitable discount rate in order to calculate the present value of
those cash flows. The carrying amount of the development costs of the Group and of the Company as at
31st December 2006 were RM11,739,882 and RM11,533,244 respectively.

Allowance for bad and doubtful debts

The policy of allowance for bad and doubtful debts of the Group is based on the evaluation of the ability to
collect and ageing analysis of accounts and on management’s judgement. A considerable amount of judgement
is required in assessing the ultimate realisation of these receivables, including the current creditworthiness and
the past collection history of each customer. If the financial conditions of the customers of the Group were
to deteriorate, resulting in an impairment of their ability to make payments, allowance for bad and doubtful
debts may be required.

Property, plant and equipment and depreciation

The Group determines the estimated useful lives and related depreciation charges for the Group’s property,
plant and equipment. The estimate is based on the historical experience of the actual useful lives of property,
plant and equipment of similar nature and function. Management will revise the depreciation charge where
useful lives are different to those previously estimated, or it will write off or write down technically obsolete
or non strategic assets that have been abandoned or sold.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit
will be available against which the losses can be utilised. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level
of future taxable profits together with future tax planning strategies.

<
©
D
IS5}
S
S
SO
=
S
e
—
[b)
(o'}
=
=
)
=

©
o
o
AN
'_
oC
o
o
L
o-
—]
=
=
=
=
<C




http://www.mobif.com 43

7) OTHER OPERATING INCOME/(EXPENSES)

GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Other operating income/(expenses)
is stated after charging:
Auditors’ remuneration 29,234 14,200 14,000 10,000
Bad debts written off 47,765 - 47,715 -
Inventories written off 14,122 9,232 14,122 9,232
Loss on disposal of property, plant
and equipment 754 - 85 -
Loss on foreign exchange 76,401 120 29,675 -
Property, plant and equipment
written off 62,625 - 57,376 -
Rental of hostel 36,512 23,950 36,512 23,950
Rental of premises 267,371 256,687 189,688 235,887
Rental of machinery 1,000 3,470 1,000 3,470
GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
And crediting:
Interest income from fixed deposits 193,867 67,586 182,210 67,586
Gain on disposal of property, plant
and equipment - 2,485 - 2,485
Gain on foreign exchange 2,774 11,217 1,003 11,217
8) DIRECTORS’ REMUNERATION
GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Executive Directors:
Salaries and other emoluments
- Directors of the Company 472,260 607,154 472,260 526,205
- Directors of subsidiaries 59,458 - - -
531,718 607,154 472,260 526,205
Non-Executive Directors:
Fees
- Directors of the Company 48,000 90,000 48,000 90,000
579,718 697,154 520,260 616,205

The number of directors of the Company whose total remuneration during the financial year fell within the
following bands is analysed below:
Number of directors

2006 2005
Executive Directors:
RM50,001 - RM100,000 1 2
RM100,001 - RM150,000 1 1
RM250,001 - RM300,000 1 1

Non-Executive Directors:
RM1 - RM50,000 2
RM50,001 - RM100,000 -

- N
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9) FINANCE COSTS

GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Interest on:
Advances given - - 1,788 -
Bankers’ acceptances 93,551 35,767 93,551 35,767
Hire purchase 11,458 8,179 6,962 8,179
105,009 43,946 102,301 43,946
10) INCOME TAX CREDIT/(EXPENSE)
GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Estimated income tax payable:
Taxation based on fixed deposit
interest received (40,147) (22,106) (40,147) (22,106)
Deferred tax in respect of:
Tax assets (Note 16) 414,399 165,759 - -
Tax liabilities (Note 16) (202,117) (2,530) (11,067) 3,100
172,135 141,123 (51,214) (19,006)
Overprovision of taxation in prior year - 65 - 65
172,135 141,188 (51,214) (18,941)

A numerical reconciliation between the income tax credit/(expense) and the product of accounting profit
multiplied by the applicable statutory income tax rate are as follows:

GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Accounting profit 6,265,850 9,547,728 7,980,922 10,351,858

Tax expense at the applicable

statutory income tax rate of

20%/28% (1,864,875) (2,737,853) (2,234,658) (2,898,520)
Tax effects of:
Expenses that are not deductible

for tax purposes (1,290,570) (833,954) (1,226,236) (833,416)
Expenses capitalised as

development costs 1,290,129 2,372,325 1,290,129 2,372,325
Income exempted from tax 2,119,551 1,340,605 2,119,551 1,340,605
Deferred tax assets not recognised

in current year (31,941) - - -
Reversal of prior years

deferred tax assets (50,159) - - -
Overprovision of taxation in prior year - 65 - 65
Income tax credit/(expense) 172,135 141,188 (51,214) (18,941)
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11)

The Company has been awarded Multimedia Super Corridor status in 2001. Accordingly, there is no tax
charge on business income in 2006 and 2005 as the Company has been granted pioneer status under the
Promotion of Investments (Amendment) Act, 1997. The provision for taxation of the Company in 2006 and
2005 is in respect of interest income on fixed deposits.

As at 31st December 2006, the Company has pre-pioneer unutilised business losses and unabsorbed capital
allowances totalling about RM868,500 (2005: RM868,500), which subject to agreement by the tax authorities,
are available for offset against future taxable income.

EARNINGS PER ORDINARY SHARE

Basic earnings per share

The basic earnings per share of the Group is calculated based on the profit attributable to equity holders
of the Company for the year of RM6,984,277 (2005: RM9,784,241) and on the weighted average number of
ordinary shares of RM0.10 each in issue during the financial year of 196,475,919 (2005: 185,633,140).
Diluted earnings per share

For the purpose of calculating diluted earnings per share, the profit for the year and the weighted average

number of ordinary shares in issue during the financial year have been adjusted for the dilutive effect of
potential ordinary shares i.e. share options granted to employees.

2006

RM

Profit attributable to equity holders of the Company 6,984,277

2006

Weighted average number of ordinary shares in issue 196,475,919

Effect of dilution:

Share options 3,856,765
Adjusted weighted average number of ordinary shares

in issue and issuable 200,332,684

2006

Diluted earnings per share (sen) 3.49

The effect on the earnings per ordinary share in 2005 arising from the assumed conversion of the Company’s
ESOS is anti-dilutive.
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12) PROPERTY, PLANT AND EQUIPMENT

Office Tele-
equipment, communication
furniture Motor network  Plantand
GROUP and fittings ~ Computer  Renovation vehicles  and equipment  machinery Total
RM RM RM RM RM RM RM
2006
Cost
As at 1.1.2006 335,277 2,605,107 315,012 225,000 - 454,400 3,934,796
Additions 134,025 197,387 195,880 - 5,561,165 - 6,088,457
Disposals (36,757) - - - - - (36,757)
Written off (4.101) - (118,195) - - - (122,296)
As at 31.12.2006 428,444 2,802,494 392,697 225,000 5,561,165 454,400 9,864,200
Accumulated depreciation
As at 1.1.2006 100,918 1,753,449 125,121 90,000 - 193,980 2,263,468
Charge for the financial year 54,381 543,915 70,981 45,000 161,537 90,880 966,694
Disposals (8,398) - - - - - (8,398)
Written off (1,025) - (58,646) - - - (59,671)
As at 31.12.2006 145,876 2,297,364 137,456 135,000 161,537 284,860 3,162,093
Net book value as at 31.12.2006 282,568 505,130 255,241 90,000 5,399,628 169,540 6,702,107
Office
equipment,
furniture Motor Plant and
GROUP and fittings Computer Renovation vehicles machinery Total
RM RM RM RM RM RM
2005
Cost
As at 1.1.2005 186,131 1,813,538 299,674 265,475 395,500 2,960,318
Additions 149,146 791,569 15,338 - 58,900 1,014,953
Disposals - - - (40,475) - (40,475)
As at 31.12.2005 335,277 2,605,107 315,012 225,000 454,400 3,934,796
Accumulated depreciation
As at 1.1.2005 49,106 1,282,677 61,314 69,285 108,100 1,515,482
Charge for the financial year 51,812 520,772 63,807 45,675 90,880 772,946
Disposals - - - (24,960) - (24,960)
As at 31.12.2005 100,918 1,753,449 125,121 90,000 193,980 2,263,468
Net book value as at 31.12.2005 234,359 851,658 189,891 135,000 260,420 1,671,328

Cost and net book value as at year end for property, plant and equipment acquired under hire purchase
and finance lease for the Group were RM424,933 (2005: RM225,000) and RM266,607 (2005: RM135,000)
respectively.
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12) PROPERTY, PLANT AND EQUIPMENT (Continued)

Office
equipment,
furniture Motor Plant and
COMPANY and fittings Computer Renovation vehicles machinery Total
RM RM RM RM RM RM
2006
Cost
As at 1.1.2006 288,343 2,565,423 312,114 225,000 454,400 3,845,280
Additions 16,471 104,383 38,311 - - 159,165
Disposals (750) - - - - (750)
Written off - - (115,297) - - (115,297)
As at 31.12.2006 304,064 2,669,806 235,128 225,000 454,400 3,888,398
Accumulated depreciation
As at 1.1.2006 92,930 1,745,762 124,541 90,000 193,980 2,247,213
Charge for the financial year 46,165 533,961 62,808 45,000 90,880 778,814
Disposals (65) - - - - (65)
Written off - - (57,921) - - (57,921)
As at 31.12.2006 139,030 2,279,723 129,428 135,000 284,860 2,968,041
Net book value as at 31.12.2006 165,034 390,083 105,700 90,000 169,540 920,357
Office
equipment,
furniture Motor Plant and
COMPANY and fittings Computer Renovation vehicles machinery Total
RM RM RM RM RM RM
2005
Cost
As at 1.1.2005 186,131 1,813,538 299,674 265,475 395,500 2,960,318
Additions 102,212 751,885 12,440 - 58,900 925,437
Disposals - - - (40,475) - (40,475)
As at 31.12.2005 288,343 2,565,423 312,114 225,000 454,400 3,845,280
Accumulated depreciation
As at 1.1.2005 49,106 1,232,677 61,314 69,285 103,100 1,515,482
Charge for the financial year 43,824 513,085 63,227 45,675 90,880 756,691
Disposals - - - (24,960) - (24,960)
As at 31.12.2005 92,930 1,745,762 124,541 90,000 193,980 2,247,213
Net book value as at 31.12.2005 195,413 819,661 187,573 135,000 260,420 1,598,067

Cost and net book value as at year end for property, plant and equipment acquired under hire purchase for
the Company were RM225,000 (2005: RM225,000) and RM90,000 (2005: RM135,000) respectively.
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13)

14)
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DEVELOPMENT COSTS
GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Cost
As at beginning of financial year 16,479,372 7,493,697 16,479,372 7,493,697
Additions during the financial year 5,348,202 8,985,675 5,141,564 8,985,675
21,827,574 16,479,372 21,620,936 16,479,372
Less:
Cumulative amortisation:
- As at beginning of financial year (6,095,279) (2,799,405) (6,095,279) (2,799,405)
- Charge for the financial year (3,992,413) (3,295,874) (3,992,413) (8,295,874)
(10,087,692) (6,095,279) (10,087,692) (6,095,279)
As at end of financial year 11,739,882 10,384,093 11,533,244 10,384,093

Included in development costs of the Group and the Company during the financial year is depreciation of
property, plant and equipment amounting to RM533,961 (2005: RM513,085).

INVESTMENT IN SUBSIDIARIES

Unquoted shares - At cost

COMPANY
2006 2005
RM RM
2,157,282 500,000

The details of the subsidiaries are as follows:

Place of Effective

Name of company incorporation equity interest

2006 2005

% %

Mobif Global Sdn. Bhd. Malaysia 100 100

Mobif Technology The People’s 100 -

(Beijing) Co. Ltd** Republic of China

Mobif Systems Co. Ltd** Thailand 99.99 -

Mobif Wireless Malaysia 50 and -
Broadband Sdn. Bhd. 1 share

Mobif Global (Borneo) Malaysia 51 51

Sdn. Bhd. *

* Held indirectly through Mobif Global Sdn. Bhd.

** Audited by firms other than auditors of the Company.

Principal activities

Dealing in telecommunication
products and related services

Dealing in telecommunication
products and related services

Dealing in telecommunication
products and related services

Dealing in telecommunication
products and related services

Dealing in telecommunication
products and related services

The amount owing by subsidiaries, which arose mainly from normal trade transactions, expenses paid on
behalf and interest-free advances given, is unsecured and bears no fixed terms of repayment.



http://www.mobif.com 49

Significant related party transactions undertaken during the financial year are as follows:

COMPANY
2006 2005
RM RM
Sales to Mobif Global Sdn. Bhd., a subsidiary 893,404 358,609
Purchases from Mobif Global Sdn. Bhd., a subsidiary (21,451) (45,235)
Interest on advances given by Mobif Systems Co. Ltd, a subsidiary (1,788) -

During the financial year, the Group acquired the following:
i) 100% equity interest in Mobif Technology (Beijing) Co. Ltd for a cash consideration of RM534,660;
ii) 99.99% equity interest in Mobif Systems Co. Ltd for a cash consideration of RM122,622; and

il 50% equity interest plus 1 share in Mobif Wireless Broadband Sdn. Bhd. for a cash consideration of
RM1,000,000.

In 2005, the Group acquired 51% equity interest in Mobif Global (Borneo) Sdn. Bhd. for a cash consideration
of RM255,000.

The effects of these acquisitions on the financial results of the Group for the financial year are as follows:

Post-acquisition results of the subsidiaries acquired:

2006 2005

RM RM

Revenue 347,587 54,853
Other operating income 13,445 -
Changes in inventories of trading merchandise (252,669) 255,549
Purchases and direct costs (214,524) (296,169)
Staff costs (831,818) (93,403)
Depreciation of property, plant and equipment (166,918 (8,074)
Director’s remuneration - (80,949)
Other operating expenses (630,636) (74,145)
(1,235,533) (242,338)

Income tax credit 151,132 47,798
(1,084,401) (194,540)

Minority interests 464,390 95,325
Decrease in Group’s profit attributable to shareholders (620,011) (99,215)

The effects of these acquisitions on the financial position of the Group as at year end are as follows:

2006 2005
RM RM
Net assets acquired:
Cash and bank balances 2,657,298 500,000
Less: Minority interest (1,000,016) (245,000) ? -
©
> O
Total cash consideration 1,657,282 255,000 g 8
Less: Cash and bank balances (2,657,298) (500,000) 8 =
)
Cash flow on acquisition, net of cash and cash equivalents acquired (1,000,016) (245,000) E %
&=
SN
e
= <
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INVESTMENT IN ASSOCIATE

http://www.mobif.com

GROUP
2006 2005
RM RM
Unquoted shares - At cost 175,000 -
Less: Share of post-acquisition loss (16,935) -
158,065 -

The associate of the Group is Mobif Value Vision Sdn. Bhd., a company incorporated in Malaysia, in which the
Group effectively holds 17.85% equity interest via its subsidairy, Mobif Global (Borneo) Sdn. Bhd. The associate
is principally involved in the business of dealing in telecommunication products and related services.

The summarised financial information of the associate are as follows:

Assets and liabilities

Current assets 984,260
Non-current assets 44,789
Total assets 1,029,049
Current liabilities 601,533
Non-current liabilities 1,774
Total liabilities 603,307
Results

Revenue 38,112
Net loss for the financial year (74,258)

The amount owing by associate in 2006 arose mainly from expenses paid on behalf and interest-free advances

given with no fixed terms of repayment.
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16) DEFERRED TAXATION

GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Deferred tax assets
At beginning of year 165,759 - - -
Recognised in
income statements (Note 10) 414,399 165,759 - -
At end of year 580,158 165,759 - -
Deferred tax liabilities
At beginning of year 14,530 12,000 8,900 12,000
Recognised in
income statements (Note 10) 202,117 2,530 11,067 (3,100)
At end of year 216,647 14,530 19,967 8,900

The recognised deferred tax assets and liabilities are made up of the following:

GROUP COMPANY

2006 2005 2006 2005
RM RM RM RM

Deferred tax assets

Tax effects of:

Unabsorbed capital allowances 392,712 8,764 - -
Unutilised tax losses 186,046 133,995 - -
Other temporary differences 1,400 23,000 - -
580,158 165,759 - -

Deferred tax liabilities

Tax effects of:
Temporary differences between
tax capital allowances and book
depreciation of property,
plant and equipment 196,680 5,630 - -
Temporary difference arising from
realisation of fixed deposit
interest receivable 19,967 8,900 19,967 8,900

216,647 14,530 19,967 8,900
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17) INVENTORIES

GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Trading merchandise - At cost 6,546,348 3,041,623 6,205,582 2,806,958

18) TRADE RECEIVABLES, OTHER RECEIVABLES AND PREPAID EXPENSES

Trade receivables comprise amounts receivable for the sale of goods and services rendered. The credit period
granted on sale of goods and services rendered ranges from 60 to 90 days.

Other receivables and prepaid expenses consist of:

GROUP COMPANY

2006 2005 2006 2005

RM RM RM RM

Other receivables 2,418 - - -
Advance payment 179,933 29,472 57,252 29,124
Refundable deposits 2,554,992 2,528,744 1,983,601 2,002,333
Interest income receivable 82,967 31,784 71,310 31,784
Deferred cost 88,361 - - -

2,908,671 2,590,000 2,112,163 2,063,241

19) FIXED DEPOSITS WITH LICENSED BANKS
Included in fixed deposits of the Group and of the Company are amounts totalling RM3,800,000 (2005:
RM250,000) and RM3,250,000 (2005: RM250,000) respectively representing fixed deposits which are pledged
to the banks for banking facilities granted.

20) TRADE PAYABLES, OTHER PAYABLES AND ACCRUED EXPENSES

Trade and other payables comprise amounts outstanding for trade and ongoing costs. The average credit
period granted to the Group for trade purchases is 60 days.

Other payables and accrued expenses consist of:

GROUP COMPANY

2006 2005 2006 2005

RM RM RM RM

Other payables 1,234,591 1,034,993 506,706 912,950

Accrued expenses 157,008 71,922 63,126 50,828
Refundable deposits

and prepaid rental received 41,184 - - -

Advance collections received 130,799 - - -

1,563,582 1,106,915 569,832 963,778

Included in other payables in 2005 is an amount of RM28,314 owing to a director of a subsidiary. The balance
which arose mainly from expenses paid on behalf and interest-free advances given, is unsecured and bears
no fixed terms of repayment.
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21) BANK BORROWING

GROUP AND COMPANY

2006 2005

RM RM

Bankers’ acceptances 1,575,000 999,000

As at 31st December 2006, the Group has overdraft and other credit facilities totalling RM3,550,000 (2005:
RM1,250,000) from licensed banks. These facilities are secured by pledge of fixed deposits and bear interest
ranging from 2.8% to 8.0% (2005: 2.8% to 3.4%) per annum.

22) HIRE PURCHASE AND FINANCE LEASE CREDITORS

GROUP COMPANY

2006 2005 2006 2005
RM RM RM RM

Total hire purchase
and finance lease liabilities 283,455 136,305 94,365 136,305

Less:

Interest in suspense (28,319) (12,802) (5,840) (12,802)
Net balance payable 255,136 123,503 88,525 123,503

Repayable as follows:
Portion payable within

the next 12 months

(included in current liabilities) 103,586 38,051 36,938 38,051
Portion payable after

the next 12 months:
Payable between 1 and 2 years 106,090 37,428 39,442 37,428
Payable between 2 and 5 years 45,460 48,024 12,145 48,024
151,550 85,452 51,587 85,452
255,136 123,503 88,525 123,503

The interest rates on hire purchase and finance lease range from 3.30% to 4.50% (2005: 3.30% to 3.90%)
per annum.
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23) SHARE CAPITAL

Number of ordinary

shares of RM0.10 each GROUP AND COMPANY
GROUP AND COMPANY 2006 2005
2006 2005 RM RM
Authorised:
As at beginning of financial year 3,000,000,000 250,000,000 300,000,000 25,000,000
Created during the financial year - 2,750,000,000 - 275,000,000
As at end of financial year 3,000,000,000 3,000,000,000 300,000,000 300,000,000
Issued and fully paid:
As at beginning of financial year 185,633,140 66,297,550 18,563,314 6,629,755
Issued during the financial year 17,655,314 119,335,590 1,765,531 11,933,559
As at end of financial year 203,288,454 185,633,140 20,328,845 18,563,314

During the financial year, the Company increased its issued and paid-up ordinary share capital from
RM18,563,314 to RM20,328,845 by way of:

i) the issuance of 12,563,314 ordinary shares of RM0.10 each through private placements at an issue
price of RM0.91 per ordinary share for cash, for additional working capital purposes; and

ii) the issuance of 5,092,000 ordinary shares of RM0.10 each for cash pursuant to the Company’s Employees
Share Option Scheme at an average exercise price of RM1.08 per ordinary share.

Pursuant to the authority conferred to the Directors at the Extraordinary General Meeting held on 31st December
2004, the issued and paid-up share capital of the Company in 2005 was increased from RM6,629,755 to
RM18,563,314 by way of bonus issue of 119,335,590 new ordinary shares of RM0.10 per share through
capitalisation of RM4,298,516 and RM7,635,043 from the unappropriated profit and share premium account
of the Company respectively.

All the new shares issued rank pari passu with the then existing ordinary shares.

Mobif Berhad Employees Share Option Scheme (ESOS) is governed by the bye-laws approved by the

shareholders at an Extraordinary General Meeting held on 25th October 2005. The ESOS was implemented

on 28th October 2005.

The salient features of the ESOS are as follows:

a) the total number of new shares which may be made available under the scheme shall not exceed in
aggregate ten per cent (10%) of the total issued and paid-up share capital of the Company at any point

of time during the existence of the ESOS;

b)  eligible persons are employees and Directors that have attained the age of eighteen (18) years on the
date of offer and either

(i) are classified as “employees” based on the terms of employment letter issued by the Company;
or

(i)  in the case of Directors, the name appears in the Register of Directors on or before the date of
offer;
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24)

C) not more than fifty per cent (50%) of the shares under the ESOS will be granted to the Directors and
senior management. In addition, the allocation to an eligible employee/Director who, either singly or
collectively through persons connected with the eligible employee/Director, holds twenty per cent (20%)
or more of the issued and paid-up share capital of the Company must not exceed ten per cent (10%)
of the total number of shares available under the scheme;

d) the option price shall be determined by the weighted average market price of the shares of the Company
for the five (5) market days preceding the date of offer and may be at a discount of not more than ten
per cent (10%) or at par value of the shares of the Company, whichever is higher; and

€) the duration of the scheme shall be five (5) years from the commencement of the scheme.

The share options granted and exercised during the financial year are as follows:

Option Number of options over ordinary shares of RM0.10 each
Date of price Balance at Balance at
offer RM 01.01.2006 Granted Exercised Lapsed 31.12.2006
10.11.2005 1.08 18,500,000 - (5,092,000) (2,833,000) 10,575,000
07.08.2006 2.65 - 820,000 - (80,000) 740,000

Fair value of the share options

The fair value of the options granted was estimated by an external valuer using Black-Scholes pricing
model, taking into account the terms and conditions upon which the options were granted. The fair
value of share options measured at grant date and the assumptions are as follows:

2006
Fair value of share options granted on 07.08.2006 (RM) 0.48
Weighted average share price (RM) 1.70
Weighted average exercise price (RM) 2.65
Expected volatility (%) 9.6
Expected life (years) 3
Risk free rate (%) 4.24

Expected dividend yield rate (%) -

The expected life of the options is based on historical data and is not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility is
indicative of future trends, which may also not necessarily be the actual outcome. No other features of
the option grant were incorporated into the measurement of fair value.

RESERVES
GROUP COMPANY
2006 2005 2006 2005
RM RM RM RM
Non Distributable Reserve:
Share premium 14,766,361 - 14,766,361 -
Share option 395,126 - 395,126 -
Exchange reserve 8,100 - - -
Distributable Reserve:
Unappropriated profit 17,808,574 10,824,297 19,311,259 11,381,551

32,978,161 10,824,297 34,472,746 11,381,551
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Share premium

Share premium arose from the following:

GROUP AND COMPANY

2006 2005

RM RM

Balance as at beginning of year - 7,694,864
Issue of 12,563,314 ordinary shares at a premium

of RM0.81 per ordinary share 10,176,284 -

Issue of 5,092,000 ordinary shares at a premium

of RMO0.98 per ordinary share 4,990,160 -

Share issue expenses (400,083) -

Capitalisation for bonus issue - (7,635,043)

Utilisation for bonus issue expenses - (59,821)

Balance as at end of year 14,766,361 -

Share option reserve

The share option reserve represents the equity-settled share options granted to employees. This reserve is
made up of the cumulative value of services received from employees recorded on grant of share options.

Exchange fluctuation reserve

The exchange fluctuation reserve is used to record exchange differences arising from the translation of the
financial statements of foreign operations whose functional currencies are different from that of the Group’s
presentation currency. It is also used to record the exchange differences arising from monetary items which
form part of the Group’s net investment in foreign operations, where the monetary item is denominated in
either the functional currency of the reporting entity or the foreign operation.

Unappropriated profit
Based on the prevailing tax rate applicable to dividends and the estimated tax exempt income and the tax

credits available, the Company has sufficient tax exempt income and tax credits to frank dividends out of all
its unappropriated profit as of 31st December 2006 without additional tax liability being incurred.

25) CASH AND CASH EQUIVALENTS

GROUP COMPANY

2006 2005 2006 2005

RM RM RM RM

Cash and bank balances 4,140,924 1,128,897 2,881,456 1,046,800
Fixed deposits with licensed banks 6,033,330 1,286,941 5,483,330 1,286,941
10,174,254 2,415,838 8,364,786 2,333,741

Less:

Fixed deposits pledged to licensed bank (3,800,000) (250,000) (3,250,000) (250,000)

6,374,254 2,165,838 5,114,786 2,083,741

The average interest rate per annum of deposits that was effective as at the balance sheet date was 3.7%
(2005: 3.7%).
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26) SEGMENTAL INFORMATION

Primary reporting- Business segments

57

Customised Tele-
VolP Surveillance inspection  communications

system system system service  Eliminations  Consolidated
REVENUE RM RM RM RM RM RM
External sales 20,419,805 36,371,055 6,115,820 - - 62,906,680
Inter-segment sales 869,270 90,200 - - (959,470) -
Total revenue 21,289,075 36,461,255 6,115,820 - (959,470) 62,906,680
RESULTS
Profit from operations 2,584,401 1,745,377 2,315,000 - (256,984) 6,387,794
Finance costs (105,009)
Share of results in associate (16,935)
Profit before tax 6,265,850
Income tax credit 172,135
Profit after tax 6,437,985
OTHER INFORMATION
Segment assets 29,384,846 29,032,346 4,277,105 6,592,736 (11,240,864) 58,046,169
Segment liabilities 10,542,979 1,867,984 250,879 329,945 (8,905,023) 4,086,764
Capital expenditure 5,458,590 4,914,035 530,073 - - 10,902,698
Depreciation 540,605 237,484 24,486 164,119 - 966,694
Non-cash expenses 3,633,838 529,701 349,266 - - 4,512,805

other than depreciation

The following is an analysis of the Group’s sales by geograpical market:

2006

RM

Malaysia 53,154,539
China 9,248,770
Taiwan 161,881
Other Asean countries 33,450
Europe 122,920
South America 185,120
62,906,680

Information on the Group’s operations by segment in 2005 is not provided as only a single activity being

engaged by the Group and the Group operates predominantly in Malaysia.
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The Group does not own any property as at 31st December 2006

Authorised Capital RM300,000,000.00

Issued and Fully Paid-Up Capital RM20,328,845.40 comprising 203,288,454
Ordinary Shares of
RMO0.10 each

Class of Shares Ordinary Shares of RM0.10 each

Voting Rights One vote per share

SHAREHOLDING DISTRIBUTION SCHEDULE (AS PER THE RECORD OF DEPOSITORS)

No. of Shareholders Size of Holdings No. of Shares Held % of Shares
22 Less than 100 976 *

388 100 to 1,000 313,090 0.15

2,997 1,001 to 10,000 16,759,070 8.25
1,464 10,001 to 100,000 48,586,884 23.90

183 100,001 to less than 5% of issued shares 87,448,634 43.02

1 5% and above of issue shares 50,179,800 24.68

5,055 Total 203,288,454 100.00

* Less that 0.01%

SUBSTANTIAL SHAREHOLDERS

Number of Shares Held

Direct % Indirect %
DB (Malaysia) Nominee (Asing)
Sdn. Bhd. - Exempt An for Deutsche
Bank AG London (PB Priam) 50,179,800 24.68 - -

DIRECTORS’ SHAREHOLDINGS

Number of Shares Held

Direct % Indirect %
Leong Kong Hoy 5,049,836 2.48 - -
Lee Khiam Jin 3,465,968 1.71 - -
Lau Sze Ming 1,066,694 0.52 - -
Chan Chee Wai 137,120 0.07 - -
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30 LARGEST SHAREHOLDERS

No. Shareholder Number of Shares Held %
1. DB (Malaysia) Nominee (Asing) Sdn. Bhd.
Exempt An for Deutsche Bank AG London
(PB Priam) 50,179,800 24.68
2. A.A. Anthony Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Khoo Hun Sniah 8,945,000 4.40
3. Inter-Pacific Equity Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Leong Kong Hoy 5,049,836 2.48
4. A.A. Anthony Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Khoo Chin Thes 4,777,300 2.35
5. Ethimax Sdn. Bhd. 4,743,149 2.33
6. DB (Malaysia) Nominee (Asing) Sdn. Bhd.
Deutsche Bank AG London 3,505,000 1.72
7. Lee Khiam Jin 3,465,968 1.71
8. Goh Seow Cheng 3,141,338 1.55
9. Tay Mok Heang 2,966,900 1.46
10. Leong Kong Weng 2,099,675 1.03
11. Khor Gaik Moy 1,970,000 0.97
12. A.A. Anthony Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Teh Eng Huat 1,904,820 0.94
13. Lim Swee Hua 1,500,014 0.74
14. Mayban Nominees (Tempatan) Sdn. Bhd.
Exempt An for Intrinsic Capital Management Sdn. Bhd. 1,295,000 0.64
15. CIMB Group Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account — A.A. Anthony Securities Sdn. Bhd. 1,210,000 0.60
16. Serira Sdn. Bhd. 1,110,200 0.55
17. Lau Sze Ming 1,066,694 0.52
18. Ng Hin Kwee 900,000 0.44
19. Lim Liew Hong 843,700 0.42
20. Citigroup Nominees (Asing) Sdn. Bhd.
Ceny for Dea Emerging Markets Small Cap Series 792,000 0.39
21. Teh Eng Huat 700,000 0.34
22. Lim Swee Hua 700,000 0.34
23. Ng Kok Yong 680,000 0.33
24. Ooi Lee Lian 668,000 0.33
25. MKW Jaya Sdn. Bhd. 650,000 0.32
26. Woo Kok Loon 634,000 0.31
27. Teo Tien Hiong @ Teo Thin Pee 590,000 0.29
28. HLG Nominee (Asing) Sdn. Bhd.
Exempt An for UOB Kay Hian (Hong Kong) Limited 560,000 0.28
29. Mayban Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Khoo Hun Sniah 550,000 0.27
30. Th’ng Boon Chye 516,000 0.25
107,714,394 52.99
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NOTICE IS HEREBY GIVEN that the Seventh Annual General Meeting of MOBIF BERHAD. (“the Company”) will
be held at Topaz Room, Level 8, The Krystal Suites, The Krystal Suite Management Sdn Bhd, Jalan Tun Dr Awang,
11900 Bayan Lepas, Pulau Pinang on Tuesday, 19th June 2007 at 9.00 a.m. for the following purposes:

1. To receive the Audited Financial Statements for the financial year ended 31st December (Resolution 1)
2006 and the Reports of the Directors and Auditors thereon.

2. To approve the payment of Directors’ fees for the financial year ended 31st December (Resolution 2)
2006.

3. a) To re-elect Mr Chan Chee Wai, a Director retiring under Article 83 of the Company’s (Resolution 3)
Articles of Association.

b) To re-elect the following Directors retiring under Article 90 of the Company’s Articles
of Association:

i) Mr Lee Chin Soon (Resolution 4)
ii) Mr Leou Thiam Lai (Resolution 5)

4. To re-appoint Messrs Tan Chin Huat & Co. as Auditors and to authorise the Board of (Resolution 6)
Directors to fix their remuneration.

SPECIAL BUSINESS
To consider and, if thought fit, to pass the following resolutions:

5. Ordinary Resolution
Authority To Allot And Issue Shares Pursuant To Section 132D of the Companies Act,
1965

“That pursuant to Section 132D of the Companies Act, 1965, and subject to the approvals (Resolution 7)
of the relevant governmental and / or regulatory authorities, the Directors be and are hereby

empowered to allot and issue shares in the Company from time to time at such price, upon

such terms and conditions, for such purposes and to such person or persons whomever as

the Directors may deem fit provided that the aggregate number of shares issued pursuant to

this resolution does not exceed ten per centum (10%) of the issued capital of the Company

for the time being; THAT the Directors be and are also empowered to obtain approval from

the Bursa Malaysia Securities Berhad for the listing of and quotation for additional shares

so issued; AND THAT such authority shall continue in force until the conclusion of the next

Annual General Meeting of the Company.”

6. Special Resolution
Proposed Amendments to the Articles of Association of the Company

“That the alteration, modifications and/ or additions to the Articles of Association of the (Resolution 8)
Company as set out under Appendix | of the Circular to Shareholders dated 28th May 2007
be and is hereby approved”
7. To transact any other matter for which due notice shall have been given in accordance with
the Company’s Articles of Association and the Companies Act, 1965.

By Order of The Board

Teoh Pek Hwa (MAICSA 7018613)
Company Secretary

Pulau Pinang
28th May 2007
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NOTES:

1. A Member shall be entitled to appoint not more than three (3) proxies to attend and vote at the Meeting and a
member who appoints more than 1 proxy shall specify the proportions of his shareholding to be represented
by each proxy.

2. A proxy may but need not be a Member of the company and the provisions of Section 149(1)(b) of the
Companies Act, 1965 shall not apply to the Company.

3. The instrument appointing a proxy shall be in writing, executed by or on behalf of the appointer or his attorney
duly authorised in writing or if such appointer is a corporation under its common seal or under the hand of
an officer or its attorney duly authorised.

4. The Proxy Form must be deposited at the Company’s Registered Office, Unit 1-3-3, No. 1, Jalan P. Ramlee,
10460 Pulau Pinang not less than 48 hours before the time set for the Meeting or any adjournment thereof.

Explanatory Note on Special Business:

Resolution 7
Authority To Allot And Issue Shares Pursuant To Section 132D of the Companies Act, 1965

The Resolution proposed in Agenda 5 above, if passed, will empower the Directors of the Company from the date of
the above Meeting until the next Annual General Meeting unless, previously revoked or varied at a general meeting,
to issue shares in the Company up to an aggregate number not exceeding ten per centum of the issued share capital
of the Company for the time being for such purposes as they consider would be in the interest of the Company.

Resolution 8
Proposed Amendments to the Articles of Association of the Company

The proposed Special Resolution No. 8 on the proposed Amendments to the Articles of Association of the Company
is to enable compliance with the revamped Listing Requirements of Bursa Malaysia Securities Berhad for the
MESDAQ Market.
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MOBIF BERHAD
(Company No.: 500396-A)
(Incorporated in Malaysia under the Companies Act, 1965)

No. of ordinary shares held

PROXY FORM

(Before completing this form please refer to the notes below)

(Full address)
being a member/members of Mobif Berhad hereby appoint the following person(s):-
No. of shares to be
Name of proxy, NRIC No. & Address represented by proxy

or failing him/her, the Chairman of the Meeting as *my/our proxy/proxies to attend and vote for “me/us and on my/our behalf at
the Seventh Annual General Meeting of the Company to be held at Topaz Room, Level 8, The Krystal Suites, The Krystal Suite
Management Sdn. Bhd., Jalan Tun Dr. Awang, 11900 Bayan Lepas, Pulau Pinang on Tuesday, 19" June 2007 at 9.00 a.m. and at
every adjournment thereof to vote as indicated below:-

FOR AGAINST

To receive the Audited Financial Statements for the financial year ended 31st
December 2006 together with the Reports of the Directors and the Auditors
thereon.

To approve the payment of Directors’ Fees for the financial year ended 31st
December 2006

To re-elect Mr. Chan Chee Wai as Director

To re-elect Mr. Lee Chin Soon as Director

To re-elect Mr. Leou Thiam Lai as Director

To re-appoint Messrs. Tan Chin Huat & Co. as Auditors

To approve the issue of shares not exceeding 10% of the issued capital of
the Company.

SPECIAL RESOLUTION
Proposed Amendments to the Articles of Association

(Please indicate with an “x” in the space provided above on how you wish your vote to be cast. If you do not do so, the proxy will
vote or abstain from voting at his/her discretion).

In case of a vote taken by a show of hands, the first-named Proxy shall vote on *my/our behalf.

As witness my hand this.................... day Of.ceiiiii 2007

Signature/Common Seal
* Delete if not applicable

NOTES:

1. A Member shall be entitled to appoint not more than three (3) proxies to attend and vote at the Meeting and a member who appoints
more than 1 proxy shall specify the proportions of his shareholding to be represented by each proxy.

2. A proxy may but need not be a Member of the company and the provisions of Section 149(1)(b) of the Companies Act, 1965 shall
not apply to the Company.

3. The instrument appointing a proxy shall be in writing, executed by or on behalf of the appointer or his attorney duly authorised in writing
or if such appointer is a corporation under its common seal or under the hand of an officer or its attorney duly authorised.

4. The Proxy Form must be deposited at the Company’s Registered Office, Unit 1-3-3, No. 1, Jalan P. Ramlee, 10460 Pulau Pinang
not less than 48 hours before the time set for the Meeting or any adjournment thereof.

Explanatory Note on Special Business:

Resolution 7
Authority To Allot And Issue Shares Pursuant To Section 132D of the Companies Act, 1965

The Resolution proposed in Agenda 5 above, if passed, will empower the Directors of the Company from the date of the above Meeting
until the next Annual General Meeting unless, previously revoked or varied at a general meeting, to issue shares in the Company up to
an aggregate number not exceeding ten per centum of the issued share capital of the Company for the time being for such purposes as
they consider would be in the interest of the Company.

Resolution 8
Proposed Amendments to the Articles of Association of the Company

The proposed Special Resolution No. 8 on the Proposed Amendments to the Articles of Association of the Company is to enable compliance
with the revamped Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market.
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