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METRONIC GLOBAL BERHAD (632068-V)

{Incorporated in Malaysia)

CONDENSED CONSOLIDATED INCOME STATEMENTS
FOR THE SECOND QUARTER ENDED 30 JUNE 2006

(The figures have not been audited)

Revenue

Cost of sales

Gross profit

Other operating income
Administration expenses
Operating expenses
Finance costs

Interest income

Profit before tax
Taxation

Net profit for the period

Attributable fo:

Equity hoiders of the parent

Minority interest

Earnings per share (sen)
Basic
Diuted

The condensed consolidated income statements should be read in conjunction with the annua
for the year ended 31 December 2005 and the accompanying explanatory notes attached to

statements.

Individual quarter

Cumulative quarter

Note  30.06.2006 30.06.2005 30.06.2006 30.06.2005
RM RM RM RM
25,420,032 21,439,487 50,800,448 42,446,026
(20,340,157)  (15,723,674) {40,676,452)  (30,537,204)
5,079,875 5,715,813 10,123,996 11,908,732
362,830 54,700 415,780 107,100
(532,592) (453,090) (1,049,988) (753,473)
(1,896,755) (2,095,371) (3,623,401)  (4,993,725)
(49,604) (1,873) (76,879) (5,709)
31,980 24,658 48,145 80,871
2,995,734 3,244,837 5,837,653 8,343,796
21 (902,237) (919,400) (1,784,848)  (1,928,600)
2,093,497 2,325,437 4,052,805 4,415 196
2,123,441 2,325,437 4,082,749 4,415,196
(29,944) - (29,944) -
2,093,497 2,325,437 4,052 805 4,415 196
0.75 0.82 1.44 1.56
0.75 0.82 1.44 1.56

financial statements
the interim financial



METRONIC GLOBAL BERHAD (632068-V)
{Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEET
AS AT 30 JUNE 2006
(The figures have not been audited)

ASSETS

NON CURRENT ASSETS
Property, plant and equipment
Investment properties
intangible assets

Cther investments
Development costs

Deferred tax assets

CURRENT ASSETS
inventories

Trade receivables
Other receivables
Short term deposits
Cash & bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
Share capital

Share premium

Exchange reserve

Retained profits

Minority interest
TOTAL EQUITY

NON CURRENT LIABILITIES
Hire purchase creditor

CURRENT LIABILITIES
Trade payables

Other payables
Dividend payabie

Bank borrowings
Frovision for taxation

TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

{Audited)
As at As at
Note 30.06.2006 31.12.2005
RM RM
{restated)
11,161,735 12,368,878
399,750 -
409,509 479,755
586,995 414,149
2,028,112 458,179
1,496,000 1,341,000
16,082,101 15,061,061
5,332,48% 5,386,059
87,700,938 68,274,772
2,126,094 1,656,177
5,961,232 6,112,856
6,567,109 5,243,920
107,687,862 86,673,784
123,769,963 101,735,745
28,354,000 28,354,000
6,408,222 6,406,222
10,600 83,729
21,239,056 18,108,159
56,009,878 52,952,110
92,556 -
56,102,434 52,952,110
22,682 -
53,837,251 39,835,089
5,580,394 4,658,728
28 612,447 -
25 6,072,773 3,108,818
1,742,002 1,181,000
67,644,867 48,783,635
67,667,529 48,783,635
123,769,963 101,735,745

The condensed consolidated balance sheet shouid be read in conjunction with the annual financial statements for
the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial

statements.



METRONIC GLOBAL BERHAD (632068-V)
{incorperated in Malaysia)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE SECOND QUARTER ENDED 30 JUNE 2006

{The figures have not been audited)

+————— Attributable to Equity Holders of the Parent ———7 — 4 Minority Total
Interest Equity
Share Share Exchange Retained
Capital Premium Reserve Profits Total
RM RM RM RM RM RM RM
As at 1 January 2005 28,354,000 6,406,222 - 10,083,699 44,843,921 - 44,843,921
Net profit for the period - - - 4,415,168 4,415,196 - 4,415,196
Final dividend payable (612,447) (612,447) - {612,447)
As at 30 June 2005 28,354,000 6,406,222 - 13,886,448 48,648,670 - 48,648,670
As at 1 January 2006 28,354,000 6,406,222 83,729 18,108,159 52,852,110 - 52,952,110
Effect of adopting FRS 140 (338,405) {335,405) - (339,405)
28,354,000 6,408,222 83,729 17,768,754 52,612,705 - 52,812,705
Currency translation differences - (73,129) - (73,129) - (73,129)

Acquisition and subscription of shares in
subsidiary by minority shareholder

Net profit for the period

Final dividend payable

122,500 122,500

As at 30 june 2006 28,354,000

- - 4,082,749 4,082,749 {29,944} 4,052,805
(612,447) (612,447} - {612,447}
6,406,222 10,600 21,239,056 56,009,878 92,556 56,102 424

The condensed consolidated statement of changes in equity sheuld be read in conjunction with the annual financial statements for the year
ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial statements,



METRONIC GLOBAL BERHAD (632068-V)
(Incorporated in Malaysia)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FCR THE SECOND QUARTER ENDED 30 JUNE 2006
{The figures have not been audited)

Cash fiows from operating activities

Cash fiows from investing activities

Cash flows from financing activities

Net change in cash and cash equivalents

Cash and cash eguivalents at beginning of the period

Cash and cash equivalents at end of the period

Cash and cash equivalents at the balance sheet date comprise the following:

Cash and bank balances

Bank overdraft (Note 25)

6 months ended

30.06.2006 30.06.2005
RM RM
(722,411) 5,541,643
(1,099,216) (7,647,958)
3,863,007 (541,568)
2,041,380 (2,647 ,883)
3,731,601 11,637,294
5 772,061 8,089,411
6,567,109 8,989,411
(794,128) -
5,772,061 8,989.411

The condensed consolidated cash flow staiement should be read in conjunction with the audited financial
staterments for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim

financial statements.



METRONIC GLOBAL BERHAD (632068-V)
(Incorporated in Malaysia)

EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS FOR THE SECOND QUARTER ENDED
30 JUNE 2006 PURSUANT TO FRS 134

1. Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of
FRS 134! Interim Financial Reporting and Chapter 9 Paragraph 9.22 of the Listing Requirements of Bursa Malaysia

Securities Berhad ("Bursa Securities") for the MESDAQ Market.

The interim financial statements should be read in conjunction with the annual financial statements for the year
ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an
explanation of events and transactions that are significant to an understanding of the changes in the financial

position and performance of the Group since the year ended 31 December 2005,

2. Changes in accounting policies

The significant accounting policies adopted in the interim financial statements are consistent with those of the
audited financial statements for the year ended 31 December 2005 except for the adoption of the following

new/revised Financial Reporting Standards ("FRS") effective for financial period beginning 1 January 2006:

FRS 3 Business Combinations

FRS 5 Non-Current Assets Held for Sale and Discontinued Operations
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 132 Financial Instruments: Disclosure and Presentation
FRS 133 Earnings Per Share

FRS 136 Impairment of Assets

FRS 138 Intangible Assets

FRS 140 Investment Properties

The adoption of the above FRS does not have significant financial impact on the group for the current quarter

under review except for the following:

(a) FRS 5: Non-Current Assets Held for Sale and Discontinued Operations

The adoption of FRS 5 requires a non-current asset to be classified as held for sale if its carrying amount will be
recovered principally through a sale transaction rather than through continuing use, These assets may be a
component of an entity, a disposal group or an individual non-current asset, Non current asset heid for sale is

measured at the lower of its carrying amount and fair value less costs to sell.

The Group has applied FRS 5 prospectively since 1 January 2006, which has resulted in a change in accounting
poiicy whereby the carrying amount of a building is reclassified from property, piant and equipment to non-current

asset held for sale.



Changes in accounting policies (cont'd)
(b) FRS 101: Presentation of financial statements

The current period's presentation of the Group's financial statements is hased on the revised requirement of FRS
101, with the comparatives restated to conform with the current period’s presentation.

{c) FRS 138: Intangible assets

The adoption of this new FRS has resulted in a change in accounting policy for certain acquired computer software
and licenses whereby computer software and licenses that are not integral part of the related hardware are treated
as intangible assets. Such intangible assets are carried at cost less accumulated amortisation and any
accumulated impairment losses. Amortisation is provided for on a straight-line basis over the estimated useful life
of the intangible assels.

(d) FRS 140: Investment property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Propertie~
held for capitai gain or rental purposes are reclassified from property, plant and equipment to investmer.
properties. Invesiment properties are now stated at fair value, representing open-market value. Gains or losses
arising from changes in the fair values of investment properties are recognised in profit or ioss in the period in
which they arise. Prior to 1 January 20086, investment properties were carried at cost and depreciated on a straight-
line basis over its estimated useful life. In accordance with the fransitional provisions of FRS 140, this change in
accounting policy is applied prospectively and the comparatives as at 31 December 2005 are not restated. instgad,
the changes have been accounted for by restating the following opening batance in the halance sheet as at 1
January 2006:

As at
1.1.2006

Decrease in retained earnings {339,405)
Comparatives
The following amounts as at 31 December 2005 have been reciassified as follows:

Previously Reclassification Restated

stated

Property, plant and equipment 12,848,633 (479,755) 12,368,878
Intangible asset - 479,755 479,755

Qualification of audit report of the preceding annual financial statements

The audit report of the Group's annual financiai statements for the year ended 31 December 2005 was not subject
to any qualification.



10.

11.

12.

Seasonality or cyclicality of interim operations

The Group's interim operations are not materially affected by seasonal or cyclical factors during the quarter under
review.

Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows other than a gain on
disposal of a property amounting to RM329,530 during the guarter under review.

Material changes in estimates
There were no changes in estimates that have had a materiat effect for the current quarter's results.

Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities for the
guarter under review,

Dividends

A final dividend of 3% less 28% income tax on 283,540,000 ordinary shares, amounting to RM612,447, in respect
of the financial year ended 31 December 2005, had been approved by shareholders in the Annual General Meeting
heid on 15 June 2006 and was paid by the company on 28 July 2006 o all holders of ordinary shares where names
appeared in the Record of Depositors at the close of business on 6 July 2006.

Segmental information

Segmental information is not presented during the quarter under review as the Group's overseas subsidiaries have
not generated any revenue,

Valuations of property, plant & equipment
The Group did not carry out any valuation on its property, plant and equipment for the current quarter under review.
Material subsequent events

Save as disclosed in Note 24(a)(iii), (iv) and (v), there were no material events subsequent to the end of the current
quarter.



13. Changes in the composition of the Group

14.

15.

Save as disclosed in Note 24(a) and below, there were no changes in the composition of the Group during the
current quarter under review:

(i} Joint Venture with iCare Health Services Pte Ltd

On 14 April 2006, the Company signed a Joint Venture cum Shareholders’ Agreement with iCare Heaith Services
Pte Ltd to co-operate and collaborate on health care services via a joint venture company known as Metronic
iCares Sdn Bhd (formerly known as Success Knowledge Sdn Bhd) ("MiCares") which was incorporated on 20
March 2006. The Company currently holds 51% equity interest in MiCares via an acquisition of 1 ordinary shares
of RM1 each in MiCares ("MiCares Shares") for a cash consideration of RM1, and a subscription of 50 new
MiCares Shares for a cash consideration of RM50. On 5 June 2006, MiCares increased its ordinary issued and
paid-up share capital from 100 to 250,000 of RM1 each. On even date, the company further subscribed for
127,449 of the ordinary shares at RM1 each in MiCares for a cash consideration of RM127,449, thus maintaining
its 51% equity interest in MiCares.

{ii) Incorporation of a foreign subsidiary in Australia

On & June 2006, the Company incorporated a foreign subsidiary in Australia via a subscription of 80 ordinary
shares of Australian Dollar ("A$") 1.00 each representing 60% equity interest in Metronic Australia Pty Ltd ("MAPL")
for a cash consideration of A$60. The remaining 40% equily interest in MAPL is held by John Whitworth, an
Australian citizen, MAPL is a propriety company limited by shares and is registered under the Corporations Act
2001, Austraiia, with an authorised share capital of A$1,000,000 and paid up capital of A$100 comprising
1,000,000 shares and 100 shares of A$1.00 each respectively. The intended principal activities of MAPL are
automation and energy systems marketing and distribution.

Changes in contingent liabitities and contingent assets

There were no changes in the contingent liabilities and contingent assets since the last balance sheet as at 31
PDecember 2006 except for the following:

Contingent liability
30.06.20086
Uuso RM equivalent
Corporate guarantee issued to a foreign financial institution in respect of
credit facifities granted to an oversea subsidiary 250,000 818,78

Capital commitments

The amount of capital commitments not provided for in the interim financial statements as at 30 June 2006 is as
follows:-

30.06.2006
RM
Approved and contracted for
- Investment in unquoted shares, outside Malaysia 771,750

Approved and contracted for
- Research and development expenditure 462,216




16. Significant related party transactions

Significant related party transactions of the Group for the quarter ended 30 June 2006 are as follows:

3 months ended

30.06.2006
RM

Accounting fee receivable from Metronic Corporation Sdn Bhd 15,000
("MCSB"), a substantial shareholder of the Company
Rental receivable from MCSB 3,000
Accounting fee receivable from Meditechnigue Sdn Bhd 6,000
("Meditechnique"), a company in which a director has interest
Rental receivable from Meditechnigue 6,000
Purchases from iTG Worldwide (M) Sdn Bhd, a company in which 489,355
a director has interest
Contract and maintenance revenue receivable from MH Projects 7,685,150
3dn Bhd ("MHP"), a commeon director related company
Subcontractor fee payabie to Ledtronic Sdn Bhd, a common director 1,320
related company
Subcontractor fee payable to Integrated Commerce (M) Sdn Bhd, 0

a common director related company

6 months ended
30.06.2006

RM

30,000

6,000

12,000

12,000

532,20%

27,278,089

23,377

14,475

The Directors of the Company are of the opinion that all the transactions above have been entered into in the
normal course of business and have been established on terms and conditions that are not materially different from

those obtainable in transactions with unrelated parties.



METRONIC GLOBAL BERHAD (632068-V)
(Incorporated in Malaysia)

ADDITIONAL INFORMATION PURSUANT TO THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES
BERHAD FOR THE MESDAQ MARKET

17.

18.

19.

20.

21.

Performance Review

The Group recorded a revenue of RM25,420,032 for the current quarter under review, which is RM3,980,545 or
19% higher than the corresponding figure of RM21,438,487 for the previous financial year, mainly due to higher
value of progress claim certificates received for the jobs completed as well as higher maintenance and service
income.

However, the profit before taxation for the current quarter under review of RM2,895,734 is RM249,103 or 8% lower
compared with the corresponding figure of RM3,244,837 for the previous financial year, in spite of the increase in
revenue and decrease in operating costs. The decrease in profit before taxation was mainly due to the fact that the
jobs completed during the current quarter under review are with lower gross profit margin compared to those
completed during the preceding corresponding quarter .

The Group's revenue of RM50,800,448 for the current financial period ended 30 June 2006 is RM8,354,422 or
20% higher than the revenue of RM42,446,026 reported in the previous financial period ended 30 June 2005, while
the profit before taxation of RM5,837,635 is RM506,143 or 8% lower than the corresponding figure of RM6,343,796
reported in the previous financial period ended 30 June 2005. This is mainly attributable (o lower gross margin for
the jobs completed during the current financial pericd ended 30 June 2006 despite higher value of jobs being
ramnlated Aiirine tha ceaid marind

Material changes in profit before taxation for the current quarter as compared with the preceding

quarter

The Group's profit before tax for the current quarter ended 30 June 2006 of RM2,995,734 represents a marginal
increase of RM153,815 or 5% from the preceding quarter ended 31 March 2006 of RM2,841,919. This is mainly

due to slight improvement in gross profit and a gain on disposal of a property which mitigate the increase in
operating costs for the current quarter under review as compared to the preceding quarter.

Current year prospects

Based on the order book and the Group's effort on various marketing strategies, the Directors are of the opinion
that the Group should be able to perform in accordance to expectations for the remaining quarters of the financial
year ending 31 December 20086.

The Group's strategies inciude geographical expansion, product diversification, improvement of product quality,
customer service and operational efficiency.

Profit forecast or profit guarantee

Not applicable as no profit forecast was published by the Group.

Taxation

3 months ended 6 months ended
30.06.2006 30.06.2006
RM RM
Income {ax expense:

Malaysian income tax 1,066,237 1,939,848
Deferred tax expense {164,000) {155,000)
902,237 1,784,848

The effective tax rate for the financial year ended 30 June 2006 presented above is higher than the statutory tax
rate principally due to certain expenses which are not deductibie for tax purposes.



22,

23.

24,

Sale of unquoted investments and properties

There were no sale of unquoted investments and properties for the current quarter under review except for the
disposal of a property classified as a non-current asset held for sale which resulted in a gain on disposal of
RM329,530.

Marketable securities

(a) Investments in quoted securities as at 30 June 2006 are as follows:

As at
30.06.2006
RM
At cost 1,189,168
At carrying value 492,996
At market value 492 996

Corporate proposals
(a) Status of corporate proposals

The fellowing are the corporate proposals anncunced bul nol completed as at the date of this announcement:
{i) Acquisition of a foreign subsidiary

Pursuant to the Memorandum of Understanding dated 7 March 2003 and the disclosure in the Company's
Prospectus dated 30 Aprit 2004, Metronic Engineering Sdn Bhd ("MESB"), a wholly-owned subsidiary of the
Company, had, on 13 July 2004, entered into a conditional Acguisition of Shares and Shareholders Agreement
{"the Agreement"} with Infocon Holdings (S) Pte Ltd (“ISPL") whereby MESB agreed to purchase 51% of
shares in Infocon (Beijing) Environment Control Technology Company Limited (“IBEC"), a subsidiary of ISPL
for a cash consideration of USD300,000. Approval from Bank Negara Malaysia under ECM 9 had been
obtained on 23 July 2004.

A proposal had been submitted to 1SPL proposing variations to certain terms and conditicns of the Agreement.
As at the date of this announcement, the acquisition is pending finalisation of the terms and conditicns of the
Agreement,

(if} Acquisition of an associate company

On 14 Aprit 2008, the Company announced that it has, on even date, wrilten to the shareholders of Ariantec
Sdn Bhd ("ASB"} to confirm its interest o acquire 200,000 ordinary shares of RM1.00 each in ASB
representing 40% of the existing issued and paid -up share capital of ASB from the current shareholders
("Vendor")("the Offer")("Proposed Acquisition of ASB"). The Vendors have on even date accepted the Offer.
The principal business activity of ASB is the provision of turnkey solutions on network infrastructure and
security management.

As at the date of this announcement, the acquisition is pending (i) terms and conditiocns of the saie and
purchase agreement for the proposed acquisition of ASB being mutually agreed by and between the Vendors
and the Company; and (i) final approval of the Board of Directors of the Company and ASB respectively.



24. Corporate proposals {cont'd)
{a) Status of corporate proposals (cont'd)

{iii) Cooperation agreement with FEELingK Co., Ltd

On 18 May 2006, MGEB announced that the Company had on 17 May 2008 entered into a binding Heads of
Agreement with FEELingK Co., Ltd (“FEELingK"} to set up a joint venture company, to be named as FEELingK
Malaysia Sdn Bhd (“FKSB") with the primary objective of deploying Card Neofification Solution, Bulk Short
Message Services, Voice SMS and the related consultancy, implementation and operations in Malaysia,
Pakistan, India, United Arab Emirates, Saudi Arabia, Qater, Austratia, New Zealand and any other countries to
be mutually agreed by MGB and FEELingK {“Joini Venture Agreement”). The shareholdings of the respective
joint venture partners shall be as follows: MGB (60%) and FEELingK (40%).

On 7 July 2006, MGB announced that the Company had on 6 July 2006 acquired 2 ordinary shares of RM1.00
each in FKSB representing 100% of its issued and paid-up share capital for a total cash consideration of
RM2.00 from Ng Ah Fong and Teng Mee Leng. On even date, the Company further subscribed 98 ordinary
shares of RM1.00 each in FKSB. As at the date of this announcement, both parties are in the midst of
finalising a cooperation agreement to replace the Joint Venture Agreement. Under the cooperation agreement,
MGB will own 100% equity interest in FKSB and FEELingK will charge FKSB licensing fees for solutions
provided.

(iv) Deed of partnership in the Emirate of Dubai

On 14 June 2008, MGB announced that the Company had on 11 June 2006 entered intc a deed of
partnership with Tarig Mohammed Saeed Abdulla Al Jassmi, a UAE national {"Tarig") and Khaiid Abdul Karim
Faris, a Jordanian national ("Khalid") (collectively known as the Parties) for the purpose of carrying out the
business of infelligent building management system, integrated security management, e-project management
of mechanical and electrical services and other related activities in the entire Middle-East and North Africa
region. The partners intend to incerporate a company with limited liability in the Emirate of Dubai under the
proposed name of "Metronic Global Berhad LLC" ("the JVC") subject to ihe apprevals of the reievant
authorities. The shareholdings of the respective partners in the JVC shall be as foliows: MGB (50%), Tarig
{25%) and Khalid (25%).

As at the date of this announcement, the JVC is in the midst of being set up.



24, Corporate proposals {cont’d)

(a) Status of corporate proposais (cont'd)

{(v) Proposed Acquisition of Unilink;
Proposed Acquisition of HK Broadway;
Proposed Call Option
Proposed Private Placement;
Proposed Bonus issue;

Proposed IASC;
Proposed M&A Amendments; and
Proposed Transfer

On 14 August 2006, the Company had, via its advisor, Hwang DBS Securities Berhad announced the
following proposals:

- Proposed acquisition of 125 crdinary shares of HK$1.00 each in Unilink Development Limited ("Unilink™)
{("Unilink Shares") representing 12.5% equity interest in Unilink for a purchase censideration of Renminbi
("RMB") 15,000,000 (equivaleni to approximately RM6,912,442 at a foreign exchange rate of
RM1.00:RMB2.17) to be satisfied by the issuance of 23,041,474 new cordinary shares of RM0.10 each in
MGB ("MGB Shares") at an issue price of RM0.30 per MGB Share ("Proposed Acquisition of Unilink™)

- Proposed acquisition of 10,000 ordinary shares of Hong Kong Dollar ("HK$")1.00 each in HK Broadway
Electronics Company Limited ("HK Broadway") ("HK Broadway Shares") representing 100% equity interest
in HK Broadway for a purchase consideration of RMB15,000,000 (equivalent o approximately
RMG,912,442 at a foreign exchange rate of RM1.00:RMBZ2.17) io be salisfied by the issuance of
23,041,474 new MGB Shares at an issue price of RM0.30 per MGB Share ("Proposed Acquisition of HK
Breoadway).

- Proposed call option arrangement between MGB and Zonemax whereby Zonemax has granted MGB a
cali option to acquire 563 Unilink Shares representing approximately 56.25% equity interest in Unilink for a
purchase consideration of RMBE7,500,000 (“Call Option"} which shall be satisfied by the issuance of up to
182,976,416 new MGB Shares at an issue price of RM0.17 per MGB Share and/or cash payment to be
mutually agreed by Zonemax and MGB (“Proposed Call Option™)

- Proposed private placement of up to 42,531,000 new MGB Shares {"Placement Shares") representing
fifteen percent (15%) of the existing issued and paid-up share capital of MGB at an issue price to be
determined hased cn a discount of not more than ten percent (10%) con the five (5) day volume weighted
average market price of Company's Shares ("VWAMP") ("Proposed Private Placement™)

- Proposed bonus issue of up to 318,889,098 new Company's Shares ("Bonus Shares") to be credited as

fully paid-up on the hasis of six (6) Bonus Shares for every seven (7) MGB Shares held ("Proposed Bonus
Issue™.

- Proposed increase in the authorised share capital of MGB from RMS50,000,000 comprising 500,000,000
MGEB Shares to RM100,000,000 comprising 1,000,000,000 Company's Shares ("Proposed IASC")

= Proposed amendments to the Memorandum and Articles of Association ("M&A") of Company's ("Proposed
ME&A Amendments™)

- Proposed transfer of the iisting of and quotation for the entire issued and paid-up share capital of the
Company from the MESDAQ Market to the Main Board of Bursa Malaysia Securities Berhad ("Bursa
Securities") ("Proposed Transfer™).

As at the date of this announcement, the proposals had been submitted to the Securities Commission ("SC™)
and are pending approval of the SC and other relevant authorities



24. Corporate proposals {cont'd)
(b) Status of utilisation of proceeds
As at the date of this announcement, the proceeds arising from the public issue of 71,000,000 new ordinary shares

of 10 sen each pursuant to the listing of the Company on the MESDAQ Market of Bursa Securities amounting to
RM14.91 million have been utilised as follows:

Proposed Actual Balance Explanation
Purpose of proceeds Utilisation Utilisation
RM RM RM %
Repayment of bank borrowings 5,000,000 5,000,000 - 100 Fully Utilised
Capital expenditure for office expansion 2,600,000 2,800,000 100 Fully Utilised

R&D expenditure 3,000,000 981,836 2,018,164 23 Expectedto be
utilised within 3
years fream the
date of listing on

24 May 2004
Working capital 3,110,000 3,110,000 - 100 Fully Utilised
Estimated listing expenses 1,200,000 1,200,000 - 100 Fully Utilised
14,910,000 12,891,838 2,018,164
25. Borrowings and debt securities
The Group's total borrowings, all of which were secured, as at 30 June 2006 were as follows:-
Short term Long term Total
RM RM RM

Bank overdraft 794,128 794,128
Bankers' acceptances and trust receipts ' 4,175,146 - 4,175,146
Revolving credit 1,103,499 - 1,103,499
Tolal 8,072,773 - 6,072,773

RMB RM equivalent
Borrowings denominated in foreign currency:
Renminbi 2,400,000 1,103,496

26, Off Balance Sheet financial instruments

The Group had not entered into any contracts involving off balance sheet financial instruments as at the date of this
announcement.



27. Changes in material litigation

There were no changes in material litigation, including the status of pending material litigation since the last annual
halance sheet date of 31 Dacember 2005, except as disclosed below:

{a)

MESB had on 26 September 2003 vide Civil Suit No MT3-22-833-2003 made a claim against United
Engineers {Malaysia} Bhd ("UEM"} for RM939,365.14 being the non-settlement of the third payment for the
provision of BAS Control System for Telekom Malaysia Berhad Headguarters Project pursuant to an
agreement between MESB and UEM dated 2 May 2002. The Defendant had filed its defence on 16 January
2004. MESB had filed its reply to the defence on 29 January 2004. The suit came up for 1st Pre-Trial Case
Management on 1 February 2005. On 17 January 20068, UEM's application to determine the suit by way of a
Question of Law had been dismissed by the High Court of Shah Alam. The Judge ordered the suit to be heard
in Open Court. The next Case Management date has been fixed on 30 August 2006.The legal advisor is of the
opinion that MESB has a good chance of succeeding.

Further to the letter of demand as disclosed during the quarter ended 31 March 2005, MESB had, through its
solicitors served a Section 218 Notice dated 21 June 2005 on ireka Engineering & Construction Sdn Bihd
("ireka”) for the outstanding sum of RM1,533,676.74 for the provision of Building Security System — Card
Access & Management System ("BSS-CAMS") for the General Office Area and Common Faciliies of
Government Buildings at Lot 4G3 & 4G4, Precinct 4 (Phase 2) at the Federal Government administrative
Centre in Puirajaya. After the discussions between both parties which were carried out on 24 June 2005 and
2¢ June 2005, Ireka agreed to settle the outstanding sum of RM2,528,777.39 for the provision of both BSS-
CAMS and Building Control System ("BCS") by issuing MESB nine (9) post dated cheques each over a period
of nine {9) months. As at the date of this announcement, all the nine (9) post dated cheques have been
cieared.

lee Bes Leng & two (2) others vs (1) MESB and {2) University Teknologi Petronas. On 15 November 2005,
MESB, being the first {1st) defendant was served with a Writ of Summons dated 24 October 2005 by Lee Bee
Leng & two (2) others ("Plaintiffs™) claiming for among others general damages amounting to RM500,000.00 or
to be taxed by the court (“Negligence Claim”) and special damages amouniing to RM403,550.00
("Dependency Claim”™ due to the death of the 1st Plaintiff's husband and 2nd & 3rd Plaintiff's father. The
maximum exposure to liabilities of MESB and University Teknolegi Petronas is therefore eslimated at
RMS03,550.00. The Plantiffs claimed that the death was caused by the alleged negligence of MESB and
University Teknologi Petronas. A Statement of Defence was filed with the Ipch High Court on 11 January 2006
by MESB's solicitors. A reply to the Statement of Defence was dated 10 February 20086,

On 15 May 2006, MESB’s solicitors was served with the Plaintiffs’ application for abridgement of time to file a
claim in respect of Dependency Claim against MESB. Two (2) affidavits in opposition of the Plamtiffs’
application affirmed on 31 May 2006 and 30 June 2006 have been duly filed on 1 June 2006 and 5 July 2006
respectively at the Ipoh High Court. The hearing of the Flaintiffs' application was held on 15 August 2006,
wherein the Court heard oral submissions from the solicitors for the Plaintiffs and MESB respectively. The
Court thereafter fixed 8 September 2006 as the date for decision.

MESR’s solicitors are of the view that MESB may be able to resist the Dependency Claim successfully by
virtue of the fact that the claim is beyond the legitimate timeframe, which is three (3) years ("Defence of
Limitation”). For the Negligence Claim, (or if the Defence of Limitation is unsuccessful on the Dependency
Claim), the success of the Plaintiffs’ claim would very much depend on the availability and strength of the
witnesses’ festimonies and importantly whether the Plaintiffs would be able to discharge their burden of prove
on the balance of probabitities. MESB has been abie to locate the relevant witnesses with personal knowledge
in respect of the case to show that no negligence were involved on MESB’s side. In the opinion of MESB’s
solicitors, MESB shouid have a good case to go to court,



28,

29.

30,

Dividends

No dividend is declared in respect of the quarter under review.

A final dividend of 3% less 28% income tax on 283,540,000 ordinary shares, amounting to RM812,447, in respect
of the financial year ended 31 December 2005, had been approved by shareholders in the Annual General
Meeting held on 15 June 2006 and paid by the company on 28 July 2006 to al holders of ordinary shares where

names appeared in the Record of Depositors at the close of business on & July 2008,

Earnings per share

3 months ended 6 months ended
30.06.2006 30.06.2006
Net profit (RM) 2,123,441 4,082,749
Weighted average number of ordinary shares in issue 283,540,000 283,540,000
Earnings per share (sen)
- Basic 0.75 1.44
- Diluted 0.75 1.44

Authorisation for issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution
of the directors on 28 August 2006.



