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INTRODUCTION & DETAILS OF THE PUBLIC ISSUE

Introduction

This Prospectus is dated 18 June 2002.

Approval has been obtained from the KI.SE and SC for the propoesed listing of ICB on 21 June 2001 and
15 June 2001 respectively, for admission to the Official List of MESDAQ Market and for permission 1o
deal in and for quotation of the entire issued and paid-up share capital of ICB including the Issue Shares
which are the subject of this Prospectus.

The KI.SE’s approval dated 21 June 2001 is subject to the following conditions:-

)
ii)

iii)

ICB 1o seek KL.SE a approval on the appointment of its independent directors;

Any proposed further increase of stakes in IRISTech apart from those mentioned in Section 6.3 must
abtain ICB’s shareholders’ prior approval; and

ICB to inform KLSE of the issue price and the proposed final utilisation of public issue proceeds
prior to the issuance of the Prospectus.

The SC’s approval dated 13 June 2001 is subject to, amongst others, the [ollowing conditions:-

i)

i

iii)

The status on the utilization of proceeds from the public issue must be disclosed in ICB’s quarterly
and annual report until the said proceceds is fully utilised,;

ICB must make an application for the waiver frum its obligation to cxtend a mandatory general offer
on the remaining voting shares of [RISTech pursuant to the Malaysian Code On Take-Overs and
Mergers, 1998, The approval of the SC was obiained on 11 October 2001; and

1C1B is required to disclose in [ull the lollowing information in the Prospectus:-

a. Risks associated with the dependence of TCB on TRISTech and on the two projects awarded to
IRISTech i.e. the MEP and the GMPC projects. Refer to Section 4.24 on “Dependence on
IRTSTech™,

b. The potential conflict of interest between Arab-Malaysian, as adviser, and ICB arising from a
loan extended by Arab-Malaysian (0 ICB., Reler to Section 12, *Advisers’ Declaration of
[nterest™,

¢. Information relating to the disposal of 30% equity interest in IRISTech to TSR by ICB in 1999
including the sale consideration, the rationale for the re-purchase of the 30% equity intercst in
IRISTech rom TSR and the purchase consideration of RM1.24 per share for the said re-
purchase. Refer to Section 6.3 “Restructuring and Listing Scheme™.

d. Details of and time period for the utilisation of the Public Issue proceeds including the amount to
be utilised for the subscription of IRISTech’s proposed rights issue Refer to Section 3.5
“Utilisation of Proceeds”.

e. Terms and conditions of the RCPS of IRISTech held by NJI, the intention of NJI not to convert
the RCPS into ICB Shares as stated in its letter dated 4 April 2000 as well as the implication on
ICB’s equity interest in IRISTech in the event that NJI convert the RCPS into ordinary shares of
IRISTech. Refer to Section 16.4.5(b).

ICB has fully complied/will comply with the conditions mentioned above. The S8C and KLSE had vide
their letters dated 14 January 2002 approved the Company’s application for an exiension of time to 15
June 2002 to complete the implementation of the Listing exercise. Further to the above, the KLSE had
vide their letter dated 12 June 2002 approved the Company’s application for an cxtension of time to 15
August 2002 to complete the implementation of the listing exercise.
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On 23 May 2002 and 13 May 2002, the KLSE and SC, respectively approved ICB’s proposal to revise the
listing proposals from the issue of 31,700,000 ordinary shares of RM1.00 cach at RM2.00 per Share to the
issue of 211,333,333 ordinary sharcs of RMO0.15 each at an issue price of RM0.30. The SC’s approval
dated 13 May 2002 i3 subject to the same conditions of its approval dated 15 June 2001 mentioned above.
The KLSE’s approval dated 23 May 2002 is subject to the following conditions:-

i ICT to inform the Foreign Investment Committee {“FHC™} and Ministry of International Trade and
Industry (“MITI™) of the revision; and

i) ICB to include a negative statement in its prospectus on the exclusion of profit forecast and
projections from the prospectus and reasons thereof.

The Listing proposal is not subject to the approvals of FIC and MITI by virtue of ICB a MSC status
compuny. However, the Company has informed the FIC and MITI of the revision. Please refer to
Section 3.7 — Future Financials for the exclusion of information on future financials in this Prospectus.

The entire issued and paid-up share capital of ICB will be admitted to the Official List of the MESDAQ
Market and official guotation will commence upon receipt of confirmation from MCD that all CDS
Accounts of the successful applicants have been duly credited and natices of allotment have been
despatched to all successful applicants. KLSE and SC assume no responsibility for the correctness of any
statemments made or opinions or reports expressed in this Prospectus. Admission to the MESDAQ Market
is not to be taken as an indication of the merits of the Company and its subsidiary or associated
companies or of its ordinary shares,

Under KLSE's trading rules, effective from the date of listing, trading in all KLSE listed sccurities can
only be executed through an ADA who is also a KLSE Mcmber.

A copy of this Prospectus has been lodged with the Companics Commission of Malaysia (formerly
known as Registrar of Companies, Malaysia) and registered with the SC who takes no responsibility
for its contents.

Pursuant to Section 14(1) of the Securities Industry (Central Depositories) Act, 1991, the KLSLE has
prescribed the Shares of the Company as a prescribed security. In consequence thereof, the Issue Shares
offered through this Prospectus will be deposited directly with the MCD and any deatings in these Shares
will be carried out in accordance with the aforesaid Act and the Rules of MCD.

An applicant for the Issue Shares should state his CDS Account number in the space provided in the
Application Form it he presently has such an account. Where an applicant does not presently have a CDS
Account, he should state tn the Application Form his preferred ADA Code.

The written consents of the Adviser, Sponsor, Managing Underwriter, Underwriter, Lead Placement
Agent, Joint Placemeni Agents, Auditors, Solicitors, Principal Bankers, Registrars, Company
Secretarics, Issuing House and Frost & Sullivan to the inclusion in this Prospectus of their names in the
form and context in which their names appear have been given before the issue of this Prospectus and
have not subscquently been withdrawn.

The written consent of the Reporting Accountants to the inclusion in this Prospectus of their name,
Accountants’ Report and their letter relating to the Proforma Consolidated Balance Sheet in the form
and context in which they are contained in this Prospectus has been given before the issue of this
Prospectus and has not subsequently been withdrawn.

No person is auihorised te give any information or to make any representation not contained herein in
connection with the Public Issue and if given or made, such information or representation must not be
relied upon as having been authorised by ICB. Neither the delivery of this Prospectus or any offer made
in comnection wiil this Prospectus shall, under any circumstances, constitute a representation or create
any implication that there has been no change in the affairs of the ICB since the date hereof.

The distribution of this Prospectus und the sale of the Tssue Shares in certain other jurisdictions may be
restricted by law.  Persons who may come into possession of this Prospectus are required 1o inform
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themselves of and to observe such restrictions. This Prospectus docs not constitute and may not be used
for the purpose of an invitation to subscribe for the Issue in any jurisdiction in which such invitation is not
authorised or lawful, or 10 any person to whom it is unlawful to make such an invitation.
Acceptance of applications will be conditional upon permission being granted to deal in, and quotation for
alt of the Issue Shares. Monies paid in respect of any application accepted will be returned if the said
permission is not granted.
If you are unsure of any information contained in this Prospectus, you should consult your
stockbroker, bank manager, solicitor, accountant or other professional adviser,
3.2 Purpose of the Public Issue
The purpose of the Public Issue are as follows:-
a) To raise funds for the TCB Group’s financial restructuring, conlinued operation and expansion,
details of which are elaborated in Section 3.5 below;
bj To obtain the listing of and quotation for the entire issued and paid-up capital of ICB on
MLESDAQ Market, which is expected to enhance the business, profile and future prospects of the
ICB Group; and
c) To enable the Company to have access to the capital market for its future expansion and growth.
33 Particulars of the Issue

RM
Issued and fully paid-up share capital:
622,000,000 ordinary shares of RM0.15 cach 93,300,000
To be offered pursuant to the Public fssue:
211,333,333 ordinary ghares of RMO0.15 each 31,700,000
Enlarged Share Capital 125,000,000

There is only one (1) class of shares in the Company, namely ordinary shares of RM0.15 each. The
Issue Shares rank pari passu in all respects with the existing issued Shares of the Company, including
voting rights and rights to all dividends or distributions that may be declared subsequent to the date of
the allotment thereof.

Subject to any special rights attaching 1o any shares which may be issued by the Company in the future,
the holders of Shares in the Company shall, in proportion to the amount paid-up on the Shares held by
them, be entitled to sharc in the whole of the profits paid oul by the Company as dividends and other
distributions and the whole of any surplus in the event of liquidation of the Company, such surplus
shall be distributed amongst the members in proportien Lo the capital paid-up at the commencement of
the liquidation, in accordance with the Company’s Articles of Asseciation.

Each shareholder shall be entitled to votc at any general meeting of the Company in person or by proxy
or by attorney, and, on a show ol hands, every person present who is a shareholder or representative or
proxy or atiorney of a sharchelder shall have one vole, and on poll, every shareholder present in person
or by proxy or by attorney or other duly authorised represcntative shall have one vole for each ordinary
shares held. A proxy may but need not be a member of the Company.

The Issue of a total of 211,333,333 Shares at an Issue price of RMQ.30 per Share shall be subject to the

ferms and conditions of this Prospectus and, upon acceptance, will be allocated in the following
manner:-
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a} 4,000,000 Issue Sharcs will be made available for application under the public offer;

b) 3,000,000 1ssue Shares will be made available for application by the employees of the Group;
and

c) 204,333,333 of the Issue Shares will bc made available for application under the privale
placcment.

The basts of allocation to be determined shall take into account the desirability of distributing the Issue
Shares to a reasonable number of applicants with a view of broadening the shareholding base of the
Company to meet the public spread requircments and fo establish a liquid and an adequate market in
the Shares. To ensure compliance with Clause 2.9 of the MESDAQ Market Listing Rules, the final
allocation to any single applicant shall not breach 5% or more of the enlarged share capital of the
Company upon Listing, regardless of the amount of Shares applied for. Applicants will be sclccted ina
manner to be determined by the Directors of [CB.

The Tssue Shares have been fully underwritten by the Underwriter listed in Section 1. In the event of an
under-subscription of the public offer, Shares may be transferred from the public offer tranche and
allocated by way of private placement, and vice versa.

Tn the event of an overall under-subscription of the Issue, all the lssue Shares not applied for will be
made available for subscription by the Underwriter basced on the underwriling agreement dated 22 May
2002 {“Underwriting Agreement™). There is no minimum level of subscription for this Public Issuc.

Notwithstanding anything contained in the Underwriting Agreement, the Underwriter may by notice in
writing to the Company given at any time before closing of the Tssue, terminate and cancel and
withdraw its commitment to underwrite the Tssue Shares if:-

a) there is any material breach by the Company of any of the representations, warranties or
undertakings contained in the Underwriting Agreement, which, if capable of remedy, is not
remedied within such number of days as stipulated within the notice after notice of such breach
shall be given to the Company, or by cloging of the Issue, whichever is earlier, or withhelding of
informaticn of a matcrial naturc from the Underwriter, which, in the opinion of the Underwriter,
would have or can reasonably be expected to have, a material adverse effect on the business or
operations of the Group, the success of the Public Issuc, or the distribution or sale of the lssue
Shares; or

b} there is withholding of information of a matertal nature from the Underwriter, which, if capable of
remedy, is not remedied within such number of days as stipulated within the notice alter nolice of
such breach shall be given to the Company, which, in the opinion of the Underwriter, would have
or can reasonably be expected to have, a material adverse cffcct on the business or operations of
the Group, the success of the issue, or the distribution or sale of the Issue Shares; or

¢} there shall have occurred, happened or come into effect any material and adverse change to the
business or financial condition of the Group; or

d) there shall have occurred, happened or come into effect any of the following circumstances:-

(i) any material change, or any development involving a prospective change, in national or
international monelary, financial, economic or political conditions (including but not limited
to conditions on the stock market, in Malaysia or overseas, foreign exchange market or
money market or with regard to inter-bank offer or interest rates both in Malaysia and
overseas) or foreign exchange controls or the occurrence of any combination of any of the
foregoing; or

(ii) any change in law, regulation, directive, policy or ruling in any jurisdiction or any cvent or

series of events beyond the reasonable control of the Underwriter (including without
limitation, acls ol God, strikes, lock-outs, fire, explosion, flooding, civil commeotion,
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3.4

3.3

sabotage, acts of war or accidents);

which, in the opinicn of the Underwriter, would have or can reasonably be expected to have, a
malerial adverse effect on the business or the operations of the Group, the success of the Public
Issue, or the distribution or sale of the Issue Shares, or which is likely to have the effect of making
any material part of the Underwriting Agreccment incapable of performance with its terms
pursuant to the underwriting thereof.

Upon such notice(s} being given, the Underwriter shall be released and discharged of its obligations
without prejudice to its rights whereby the Underwriting Agreement shall be of no [urther force or
effect and no party shall be under sny liability Lo any other in respect of the Underwriting Agreement,
except that the Company shall remain liable in respect of any of its obligations and liabilitics for the
payment of the costs and expenses already incurred up to the date on which such notice was given and
for the payment of any taxes, duties or levies.

Pricing of the issue

Prior to the offering, there has been no public market for the Shares of ICB. The Tssue Price of RM0.30
per Share was agreed between the Company and the Managing Underwriter. Among the factors
considered in determining the Issue Price, in addition to prevailing markel conditions, were the demand
from institutional and individual investors, the ICB Group's technology enhancement, contracts in
hand, estimates of business growth potential and revenue prospects for the Group, an assessment of the
Group's management and the consideration of the above factors in relation to market valuation of
companies in related businesses.

Utilisation of Proceeds
The Company expects the gross proceeds of the Public Issue to amount to approximately RM63.4 mitlion.
The proceeds shall accrue to the Company and the Company shall bear all expenses relating to the listing

of and quotation for the enlire issued and paid-up share capital on MESDAQ Market.

The proceeds from the Public Issue of RM#63.4 million are proposed Lo be utilised for ;

Purpose Note RM 000
Repayment of bank borrowings (i) 23,000
Rights issue in IRISTech (i) 18,000
Working capital (ii1) 17.400
Listing expenses 5.000
TOTAL 63400

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Note (i}
The Directors propose to repay the following bank borrowings without any preferential (reatment,
subject to their individual rates of interest and repayment terms. Details of ICB’s bank borrowings as at
6 June 2002 are as follows:-
Lender Type of Facility Purpose Amount (RM)
Sime Bank Berhad/Danaharta  Overdraft Working capital 2,802,400
EON Bank Berhad Overdraft Working capital 1,800,550
Pacific Credit & Leasing Sdn Short Term Loan Teo finance the 17,721,500
Bhd acquisition of
IRISTech
AmMerchant Bank Berhad Short Term Loan Working capital/ 5,726,500
refinance existing
loan
Affin Bank Berhad Letter of Credit/ Import/ local 4,709,800
Bankers Acceptance  purchase of raw
malerials
Total 32,760,750
Note (ii}
The Board of Directors of IRISTech has proposed and approved a rights issue on the basis of four (4)
new ordinary shares of RM1.00 each for seven (7) existing ordinary shares of RM1.00 each held at an
issue price of RM1.00 cach, details of which have not been finalised. Based on ICB’s currcnt
sharcholding in [RISTech, ICI3's share of the rights issuc would amount to RMI8.9 million as
IRISTech's issued and paid-up share capital currently amounts to RM67 million.
Note {iii)
Mainly for tendering of projects including the design and production of prototypes, research and
development and funding of ongoing projects.
‘The abovementioned procecds of RM63.4 million will be utilised within 12 months from the listing
date. ICB is expected to enjoy interest savings as a result ol the repayment of a large portion of its
borrowings. Interest savings from this repayment is estimated to be RM2.5 million per annum. The
Directors are of the opinion that, barring unforeseen circumslances afler taking into account the
cashflow forecast, projections, banking lacililies available and funds to be raised from the Public Issue,
the Group will have adequate working capital for its forcsccable requirements.
3.6 Brokerage, Underwriting and Listing Expenses

A management fee is payable by the Company in respect of ali the Issue Shares at the rate of 1.5%. An
underwriting commission is payable by the Company in respect of the lssue Shares available for
application at the rate of 2,.5%.
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Listing expenges are estimated at approximately RMS million, with the following estimated

breakdown:

RM000
Professicnal fees 1,000,000
Fces of the Authoritics 40,000
Management Fee 951,000
Underwriting/ Placement fee 1,585,000
Printing and advertising [ees 300,000
Miscellaneous 1,124,000
Total 5,000,000

37 Future Financials

No futurc financials are included in this Prospectus as it is difficult to forecast due to the uncertain
nature and inherent risks of the business of the ICB Group. Please refer lo “Section 4 — Risk Factlors”
for further details, particularly on “Section 4.1 — Significant and Continuing Losses; Accumulated
Deeficit™, “Section 4.9 — Risk Associated with the Nature of Contract”, “Section 4,10 — Dependence on
Government Contracts”, “Section 4,16 — Uncertainty of Proposed 5-Year Business Development Plan”
and “Section 4.18 — Long Product Development Cycle™.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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RISK FACTORS

In addition to the other information in this Prospectus, the following factors should be considered carefully in
evaluating an investment in the ordinary shares offered by this Prospectus. The discussion in this Prospectus
contains certain forward-looking statements that involve risks and uncertainties. Prospective investors are
cautioned thai such statemenis are only predictions and thal actual results or evenis when materialised may
differ materiafly from those disclosed in this Prospectus.

Factors that could cause or contribute to such differences include, but are not limited to those discussed in
Section 4 "Risk Factors,” Section 5 "Management's Discussion and Analysis of Financial Condition and Results
of Operations " and Section 7 "Business Overview”, as well as those discussed elsewhere in this Prospectus.

4,1

Significant and Continuing Losses; Accumulated Deficit

There can be no assurance that the Group’s operations will generate mcaningtul revenue which would
be required 1o [und operations or allow it to become profitable, save for rovalties generated on the
revenues earned by IRISTech from the MEP and the GMPC projects. The MEP project has three (3)
components, namely, the hardware and software supply agreement and the substrate supply agreement.
As at the date of this Prospectus, only the hardware and software agreements have been finaliscd. ICB
equity accounts for its share of revenue generated from IRISTech’s manufaciuring operations and earns
a royalty payment from the passport substrates and MyKad by TRISTech. :

An ICB Group company, IITS had on 13 March 1998 entered into an agreement with the Malaysian
Government for the implementation of L.R.1.S [or the authentication of Malaysian Passports issued by
JIM. Under the agreement, [ITS agrees to supply, install and commission LR.LS and supply the related
hardware and software. TITS also agrees and undertakes to supply silicon substrates to PKN, the
current supplier of Malaysian passport to JIM. IITS does nol have any formal agreement with PKN.

Further 1o the above, the Group has incurred significant losses in each period since its inception
resulting in an accumulated deficit at 31 December 2001 of RM20.91 million (including an exchange
loss of RM1.61 million) and the operations arc incurring losses as at the date of this Prospectus, In as
much as the Group will continue to have a high level of operating cxpenses and will be required to
tnake significant up-front expenditurcs in connection with both the development of its business and the
commercialisation of its smart card based security solutions (including, withoul limitation, salaries of
executive, technical, marketing and other personnel), the Group aniicipates that it will continue to incur
significant logses for the foreseeable future until such time as the Group is able to generate sufficient
revenues to finance ils operations. There can be no assurance that the Group's smart card based
security solutions will gain market acceptance, or that the Group will be able to successlully implement
its business strategy, generate meaningful revenues or achieve profitable operations.

Nevertheless the Group is actively marketing its products to various markets such as Ireland, Indonesia,
United Arab Emirates, Iran, Saudi Arabia, Kuwait, Australia and New Zealand that have a need for
smart card based security solutions. The huge losses incurred in the past are mainly attributable to the
high cost of capital, amortisation of deferred expenditure and R & D expenscs suffered by the Group
which were inevitable as the operations of the Group which require substantial capital cutlays that need
to be funded. Further to the above, the Group’s output of the MEP and MyKad is growing which will
eventually result in cconomies of scale in production cost. Apart from the above, the Group is also
undertaking research in lowering its cost of preduction.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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4.2

4.3

4.4

45

Changes in Technology

The smart card market is subject (o rapid tcchnological change and intense competition. There can be
no assurance that the Group will be able to keep pace with this change. The Group’s products could be
subject 1o technological chsolescence and there can be no assurance that the Group will be able to
adapt to rapidly changing technology. If the Group is unable for technological or other reasons to
develop products and solutions on a timely basis in response to technological changes, or if the Group’s
products or product cnhancements do not achicve sufficient market acceptance, the Group's business
would be materially and adversely affected. The Group nevertheless does conduct in house research
and development to ensure continuous product development.

Limited Sonrces of Supply

The Group does nol have formal agreements with vendors for the supply of components on a
contimiing basis. For example, the Atmel Sarl 32K chip used in the manufacture ol the Mykad, CIF 1
wafers and OKI 034 wafers, used in the MEP are sourced based on purchase orders issued on a
periodical basis. Should production requirements increase, the need for additional components will
increase. Should a key supplier be unwilling or unable to supply any such components in a timely
manner, the Group would be materially and adversely affected. The Group may obtain mulliple
sources of supply for most of its components, but the terms of supply for these components may vary.

Notwithstanding the above, the Group believes that it has established good working relationships with
its suppliers and even in the instance that terms of supply are 1o be re-negotialed, equitable solutions
will be agreed upon. Further to the above, as the Group grows in size, the volume of its purchases will
invariably give it clout in discussions with its suppliers.

Need for Additional Funds

The Group expects that, subsequent to this offering, it may need to raise substantial additional capital 1o
fund the ongoing development and expansion of its business, including its research, development,
marketing and sales efforts and attain profitability, the amount of which cannot be quantilied at this
juncture. As at 6 June 2002, the Group has borrowings amounting to RM32.8 million, all of which are
interest bearing and procured locally. There is no assurance thal any addilional funds needed will be
available to the Group on favorable terms, or at all. Although based on assumptions that the Group
considers reasonable, there is also no assurance that the Group's cstimate of its anticipated liquidity
needs is accurate or that new business developments or other unforeseen events will not occur,
resulting in the need to raise additional funds. In addition, it is probable that raising additional funds
via equity issues will result in a substantial additional dilution and reduction in returns, if any, to
INvestors.

The Directors of TCB believe that, upon the listing of the Company on the MESDAQ Market, the
Company would have the option of tapping the debt capital market or further raising equity capital, if
required. As such, they believe that there would be further funding options upon ifs successful listing
on the MESDAQ Market to meet its requirements.

Competition

The Group is engaged in a rapidly evolving field. Competition from other companies is intense and
expected to increase. The Group competes with numerous well established companies including
Gemplus (France), Bull SC & T (France), SchlumbergerSema (France) and Giesecke & Devrient
{Germany) which have substantially greater resources, research and development staff, sales and
markeling stalf, and facilities than the Group does. [n addition, other recently developed technologies
are, or may in the future be, the basis of competilive products. There can be no assurance that the
Group’s competitors wili not develop technologies and products that are more effective than those
being developed by the Group or that would render the Group’s technology and products obsolete or
non-competitive or thal the Group will be able to successfully enhance its products or develop new
products when necessary.  Regardless, being a Malaysian company currently offering solutions of
comparable quality with foreign players, the Group is confident that it would be in a position to offer
local and regional customers tangible benefits. Further to the ahove, the Group believes its heavy
investment in R & D give it the ability to compete in the global market place as well.
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4.6

4.7

4.8

Dependence on Key Personnel

The Group’s operations are materially dependent upon the services of its financial adviser, Tan Say
Jim, the inventor of LR.I.S technology and the ICOS and its underlying components, Yap Hock Eng
and the chief consultant to the technology transfer, Lee Kwee Hiang. The loss of the services of any of
these individvals would materially and adversely affect the Group’s business. The Group has no
service agreements with these individuals. There can be no assurance that the Group will retain the
three individuals in its cmploymenl, or that it will successfully attract and retain additional or
replacement persennel with the requisite experience and capabilities to enable the Group 1o profitably
and effectivel v evaluate, develop, and market the Group’s product line. The Group does not currenily
maintain any key man insurance on any of its officers. However, Tan Say Jim, Lee Kwee Hiang and
Yap Hock Eng are also promoters, directors and sharcholders of ICB and as such can be seen as having
a long term view on their investment and participation in the Group. As promoters of the Group, part
of their sharehaldings in ICB are subject to the MESDAQ Market moratorium requircment detailed in
Section 106.3.

Management of Growth

The Group hopes to significantly expand its business, especially in the area of research and
development on biometrics verification application (the science of measuring physical characteristics
unique to an individual, such as fingerprint, voice pattern, eye pattern, or facial pattern, in order to
identify that individual), in part with the proceeds of this offcring. Such anticipated expansion will
likely place further demand on the Group’s existing management and operations. The Group’s future
growth and profitability will depend, in part, on its ability to successfully manage a growing sales force
and implement management and operating systems which react efficiently and timely to short and long-
term trends or changes in its business. There can be no assurance that the Group will be able to
effectively manage any expansion of its business.

Arbitrary Offering Price; No Prior Public Market for Shares; Possible Volatility of Share Price

The price Lo the [ssue Shares in this olfering has been delermined by agreemeni beiween the Company
and the Underwriter. Such offering price shoutd not be considered an indication of the actual value of
the Company, as it bears no relationship to the Company’s asscts, book value, carnings, net worth or
other financial statement criteria of value. There is presently no market, private or public, for the
Company’s securilies and there can be no assurance that a trading market will develop, or if developed,
that it will be maintained. The MESDAQ Market, the newly established exchange, on which the
Company’s shares will be listed on, does not have a long record of listings. Therefore there is no
assurance that the MESDAGQ Market is able to provide an active and successful trading environment
for the Company’s shares. There is also no assurance that the purchasers will be able to resell the
Company’s shares at the offcring price or at any price. Following this offcring, the market price for the
ordinary shares may be highly volatile, and may therefore decrease significantly, depending on a
number of factors including, but not limited to, operating results and competitive forces, market
acceptance of the Group’s products as well as the ongoing development of the Group. Due to the
recent economic turmeil in the Asian region, the local bourse has experienced extreme price and
volume fluctuations that have particularly affected the market price of many companies for rcasons
unrelated to the operating performance of or announcements by the companies and these broad market
fluctuations and general market conditions may adversely affect the market price of the Company’s
ordinary shares, including the Shares offered hereby.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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4.9

4.10

4.11

Risk Associated with the Nature of Contract

Most of the Group’s non-government coniracts such as sales of readers are short-term in duration. Asa
result, the Group must continually replace its contracts with new contracts to sustain its revenue.
Contracls may be terminaied for a variety of reasons, including termination of preduct development,
failure of products to satisfy safety requirements, unexpected or undesired results from use of the
product or the client’s decision to forego a particular project.  On the other hand, the terms and
conditions of the Group’s long-term contracts, the MEP and the GMPC Projects, may be varied by the
government as provided for by the contracts. The failure to obtain new contracts or the cancellation or
delay of existing contracts could have a material adverse effcet on the Group’s business and results of
operations. Nevertheless, it is anticipated that the Group’s conlinuos R & D effort and active
marketing of new products will give it a wider and diversified customer base.

Dependence on Government Contracts

As part of its strategy, the Group intends to market its smart card based security solutions to
government agencies in Malaysia and if possible to local and federal Governments overseas. So far,
the Group has been successful in securing the MEP and the GMPC projects in Malaysia. The Group
may be exposed to special risks inherent in Government contracts, including delays in funding, lengthy
review processes for awarding contracts, non-renewal, delay, termination at the convenience of the
government, reduction or modification of contracts in the event of changes in the government’s policies
or as a result of budgetary constraints and increased or unexpected costs resulting in losses, any or att
of which could have a material adverse effect on the Group. Because the Group will be required to go
through the competitive bidding process, there can be no assurance that the Group will be successtul in
having its bids accepted. The competitive bidding process is typically lengthy and often results in the
expenditure of finauscial and other resources in connection with bids that are not accepted. Additionally,
inherent in the competitive bidding process is the risk that actual performance costs may exceed
projected costs upon which a submitted bid or contract price is based. To the extent that actual costs
exceed projected costs, the Group would incur losses, which would adversely affect the Group's
operating marging and results of operations. Moreover, in most instances, the Group would be required
to post bids and/or performance bonds in connection with contracts with government agencies, Any
inability by the Group to obtain coverage in sullicient amounts could have a material adverse effeet on
the Group.

Nevertheless, the Group is alse developing products that ure targeted for sale to private organisations.
Examples of these are the telecommunication cards, security access systems and personal identification
cards. With the diversification of its product range, ICB belicves that the risks associated with its
dependence on government contracts will subsidc.

Technology

Biometrics verification is an important component in security applications olfered by the Group, At
present, the electronic facial and fingerprint verification technology, targeted for use in the IIPBSS and
in the Group's other product offerings, are licensed from its original proprietary owners. The ICOS
which the Group claims to be proprictary has vet io attain registered patent status. The LR.LS.
tcchnology is also subjected to trading restrictions in the United Kingdom, United Arab Emirates and
Egypt as stipulated in the Technology Transfer Agreement between the Company and MCS.
Accordingly, the Group does not exclusively own all the technology incorporated in its producly hor
does it have complete rights to exploit the technology in all markets. The success of the Group will
therefore depend on its ability to exploit each different technology in the market areas stipulated in the
respective agreements. If the Group fails to perform its obligations under the respective licensing
agreements, or if it fails to get an extension for the licenses upon expiry, it coutd lose a critical portion
of the technology necessary for the commercialisation of its products, While the Group believes it may
be able to utilise other currently available software on biometrics verification or develep such software
with its own internal resources, there can be no assurance that such other software will be available to
the Group on favorable terms, or if at all that the Group will have the technical ability to develop its
own software, or that such software will ultimately serve as an adequate substitute for the Group’s
product offering.
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4.13

4,14

Intellectual Property Rights

The Group’s success will depend on its ability to obtain patents, protect trade secrets and operate
without infringing on the property rights of others, To date the Group has made 7 patent applications to
the US Patent and Copyright Office in Washington, D.C., USA, three (3) of which have been approved
to-date. One (1) patent application was made to and approved by the South Africa Patent Office. ICB
has also made one (1) patent application to the EU Patent Office, the approval of which is still pending
to-datc. Thesc patents cover the ICOS, proprietary techniques and applications commercialised by the
Group. Although the Group believes its patent application contains patentable claims, there can be no
assurance the remaining patent applications will be issued. The Group has not filed any patent
application in Malaysia. There may be other companies independently developing equivalent or
superior technologies or products and may obtain patent or similar rights with respect to them. The
Group is not aware of any infringement by its technology on the proprietary rights of others and has not
received any nolice of claimed inlringement. 1lowever, the Group has not conducted any investigation
as to possible infringement and there can be no assurance that third parties will not assert infringement
claims against the Group in connection with its products, that any such assertion of infringement will
not result in Hiigation, or that the Group would prevail in such litigation. Moreover, in the event that
the Group's technology or proposed products were deemed to infringe upon the rights of others, the
Group would be required to obtain licenscs to utilise such technotogy. There can be no assurance that
the Group would be able to obtain such licenses in a timely mamer on acceptable terms and conditions,
and the failure to do so could have a material adverse effect on the Group. If the Group was unable to
obtain such licenses, it could encounter significant delays in product market inireductions while it
attempted to design around the infringed upon patents or rights, or could find the development,
manufacture or sale of products requiring such licenses to be foreclosed. In addition, patent disputes are
common in the smart card and computer industries and there can be no assurance that the Group will
have the financial resources to enforce or defend a patent infringement or proprietary rights action.
The Group also relies on trade secrets and proprietary know-how to protect the concepts, ideas and
documentation relating to its proprietary technology. However, such methods may not atford the Group
complete protection and there can be no assurance that others will not independently obtain access to
the Group's trade secrets and know-how or independently develop products or technologies similar to
those of the Group. Furthermore, although the Group has confidentiality and non-competition
agreements with its employees, there can be no assurance that such arrangements will adequately
prolect the Group's trade secrets. See Section 7.5 "Business Overview - Intellectual Property,”

No Protective Laws

The are no protectionism policies for the cmerging smart card bused security solulion business in
Malaysia. With the MSC project, foreign-owned companies are allowed to set up smart card
operations in Malaysia, which may pose a direct threat to the Group cspecially if cstablished foreign
competitors decide to participate in such projects. The absence of legislation to encourage the use of
Malaysian-made smart cards or smart card based security solutions when there may be no disparity in
product quality may curtait the growth of the Group. [t is uncertain whether the Group will be able to
overcome such competition in the future in the absence of direct government intervention to protect
locally incorporated smart card companies. Notwithstanding the above, management of the Group are
confident that the Group’s technological know-how, R & D ability and cost advantage place it in a
good position in view of the anticipated competition.

Produet Performance

The Group's research and development efforts are subject to all of the risks inherent in the development
of new products and technology (including unanticipated delays, expenses and difficuliies}. There can
be no assurance that the Group's products will satisfactorily perform the [unctions for which they are
designed, that they will meet applicable pricc or performance objectives or that unanticipated technical
or other problems will not occur which would result in increased costs or material delays in the
development thereof. Furthermore, software products as complex as those developed by the Group and
incorporated inlo its smart card products may contain errors or [ailures when installed, updated or
enhanced. There can he no assurance that, despite testing by the Group and by current and potential end
users, errors will not be found in new products after the delivery by the Group, resulting in loss of or
delay in market acceptance. Sce Section 7.3 - "Products” and Scction 7.4 - "Core Technology — Image
Retrigval [dentification System".
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4.17

Dependence on Third-Party Marketing Arrangements

The Group has limited marketing resources. To date, the Group has conducted only limited marketing
activities and has relied primarily on the efforis of its Direclors Lee Kwee Hiang, Yap Hock Eng and
Tan Say Jim for such activities. In time to come the Group believes that it has to establish strategic
marketing alliances and licensing or other arrangements with systems integrators, value-added re-
sellers and other smart card vendors, if it wants to stay ahead of the competition as the Group’s main
priority should be product development rather than marketing. Morcover, the Group has limited
relevant expertise or resources to carry-out thorough and effective marketing exercises. The Group’s
success in future will depend in part on its ability to enter into agreements with such third parties, and
on the ability and efforts of such third parties to successfully market the Group’s products. The [ailure
of the Group to complete its third-party marketing strategy or the failure of any such party to develop
and sustain & market for the Group’s smart cards and other products could have a material adverse
effect on the Group. Although the Group views third-party marketing arrangements as a major factor
in the commercialization of its smart card systems, there can be no assurance that any stralegic
pariners, licensees or others would view an arrangement with the Group as significant to their
businesses. Repardless of the above, in light of the strategic allianccs established, the Group has
oblained a [oothold in the Australian and New Zealand markets through Intercard. Together with ICB,
which is oversceing marketing cfforts in the Asia Pacific region, the Group believes that it will be able
to market its products at a global level in a more efficient manner via local representatives rather than
to develop an in-house global marketing division.

Uncertainty of Proposed 5-Year Business Development Plan

The success of the Group’s business development plan will be largely dependent upon market
acceptance of smart cards generally, as well as the Group’s ability to successfulty market its smart ¢ard
based security solutions and to further develop and commercialise [urther applications of its proprielary
technology. In addition, the Group’s proposed future plan and prospects will be dependent upon,
among other things, the Group’s ability to cnter into strategic marketing and licensing or other
arrangemenis on a timely basis and on favorable terms, establish satisfactory arrangements with sales
representatives and marketing consultants, hire and retain skilled management as well as financial,
technical, marketing and other personnel, successfully manuge growth (including monitoring
operations, controlling costs and maintaining effective quality, inventory and service coutrols) and
obtain adequate financing when and as needed. The Group has limited experience in developing new
products based on innovative technology and there is limited information available concerning the
performance of the Group’s technologies or market acceptance of the Group’s products other than the
MEP and the MyKad. There can be no assurance that the Group will be able to successfully implement
its business plan or that unanticipated expenses or problems or technical difficulties will not occur
which would result In material delays in its implementation or even deviation from its original plans.
Moreover, there can be no assurance that the Group will have sufficient capacity to satisfy any
increased demand for its smarl card based securiiy solutions and technologies resulting from the
Group’s implementation of its 5-Year Business Development Plan.

Need for Continued Support from Existing Financiers

To date, the Group's operating cashflow has not been sufficient to fund all of its capital and operating
expenditures. See Section 4.4 on “Need for Additional Funds”. In the Section 3.3 on “Utilisation of
Proceeds”, it has been indicated that a total of RM23 million of the funds raised from the Public 1ssus
would be used for the part repayment of the Group’s bank borrowings which as at 6 June 2002
amounted to RM32.8 million. Ncvertheless, the continucd availability of credit lines has an important
bearing on the operations and capital cxpenditure plans of the Group. As such there can be no
assurance that the creditors that have extended credit will continue 1o make available the funding
facilities required. Further to the above, there can be no assurance that the current assets of the Group
will be realised on a timely basis to meet the obligations of the Group as and when they fall due.

As mentioned above, the Directors of ICB believe that upon the listing of the Company on the
MIESDAQ Market, the Company would have the option of tapping the debt capital market or further
raising equity capital, if required. As such, they believe thal there would be further funding options
upon its successful listing on the MESDAQ Market.
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Long Product Development Cycle

The time taken from development io the implementation of the Group’s projects is long and typically
involves significant technical evaluation and commitment of capital and other resources. For example,
the GMPC project for the MyKad which commenced in 1998 was launched much later in April of
2001. This evaluation process, undertaken both internally by the Group and by the customers,
invariably is a lengthy process of several months and involves risks, including customers’ budgetary
constraints and internal acceptance reviews. The length of time taken to implement a particular project
will vary from customer to customer and is subject to delays associated with a long tesling and
approval process. The Group’s business, operating results and financial condition could be materiall y
and adversely alfected if customers cancel or delay projects. There can be no assurance that the Group
will not continue to experience these additional delays in the future, which may contribute to
significant fluctuations of future operating results and cashflows and may adversely affect such results.

Product Liability

The Group’s projects and supply agreements with its customers have no provisions designed to limit
the Group’s exposure to poteniial product liability claims. The salc and support of the Group’s
products may involve the risk of such liability claims, any of which can be quite substantial. A product
liability suit or action, whether or not meritorious, could result in substantial costs and diversion of
management’s attention and the Group’s resource, which could have a material adverse impact on the
Group’s business, operating results and financial conditions. Additienally, a suit alleging a defect or a
breach of an express or implicd warranty, if successful, may also have adverse precedent effect on
other or future actions.

Ownership and Control of the Company

Following the Public Issue, the Promoters of the Company comprising TSR, Lee Kwee Hiang, Yap
Hock Eng, Tan Say Jim, MCSM, VPB und TLTR (HK) will hold approximately 56.0% of 1CB’s issuc
and paid-up share capilal. Collectively, they will be able to exercise a material influence over ICB
including the appointment of FCB's board of directors and intluence certain corporale iransactions.

Potential Acquisitions and Joint Ventures

The Group may [rom time to time engage in acquisitions of companies with complementary products
and services in related arcas. Although no such acquisitions are currently being negotiated by the
Group, any future acquisitions could expose the Group to new risks, including those associated with the
assimilation of new opcrations and personnel, the diversion of financial and management resources
from existing operalions, and the inability of management to integrate successfully acquired businesses,
personnel and technologies. Furthermore, there can be no assurance that the Group will be able to
generate sufficient revenues from any such acquisition to offset associated acquisition costs, or that the
Group will be able to maintain uniform standards of quality and service, conirols, procedures and
policics, which may resull in the impairment of relationships with customers, employees, and new
management personnel. The Group may also evaluate, on a case-by-case basis, joint venture
relationships with certain complementary businesses. Any such jeint venture investment would involve
many of the same risks poscd by acquisilions, particularly those risks associated with the diversion of
resources, the inability to generate sufficient revenues, the management of relationships with third
parties and potential additional expenses, any ol which could have a material adverse effect on the
Group's business, financial condition or operating results,
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[f appropriate opportunities present themsclves, the Group intends to acquire businesses, products or
technologies that the Group believes will be in the interest of its sharcholders, although the Group
currently has no understandings, commitments or agreements with respect to any material acquisition
and no material acquisition is currently being pursued, There can be no assurence that the Group will
be able to successfully identify, negotiate or finance such acquisitions, or to integrate any such
acquisitions with its current busincss.

The process of integrating an acquired business, product or technology into the Group may rcsult in
unforeseen aperaling difficulties and expenditures, including but not limited to the assimilation of new
operations and personnel, the diversion of financial and managemen: resources from existing
operations, and the inability of management to integrate successfully acquired businesses, personnel
and technologies, all of which may absorb a significant amount of management attention that would
ntherwise be available for ongoing development of the Group's business. There can be no assurance
that the anticipated benefits of any acquisition will be realised, or that the Group will be able to
generate sufficicnt revenues [rom any such acquisition to offset associated acquisition costs, or that the
Group will be able 1o maintain uniform standards of quality and service, controls, procedures and
policies, which may result in the impairment of relationships with customers, employees and new
management personnel.  Acquisitions may also result in potentially dilutive issuance of equity, the
incidence of debt and contingent liabilities and amortisation cxpenses related to goodwill and other
intangible assets.

MSC Status

ICB was granted MSC status on 25 July 1997 by MDC and its associated company [RISTech was
granted M3C status on 10 Oclober 1997, As at todate, all MSC status companies are granted financial
and non-financial incentives. The MDC is the body responsible for monitoring all M3C designated
companies. There can be no assurance that the Group will continue to retain its MSC status or that the
Group will continue to enjoy or not experience defays in enjoying the MSC incentives outlined above,
all of which could materiaily and adversely affect the Group's busincss, operating results and financial
conditien. There can be no assurance that the MSC incentives including those outlined above will not
be changed or modified in anyway in the futurc. However, both [CB and IRISTech have received the
MSC Bill of Guarantees (i.e. a bill which grant the MSC status mentioned above and further detailed in
Section 7.15.4) issued by the Malaysian Government.

Fareign Exchange Risks

A signilicant amount, approximately 75%, of inpuis into the manufacturing processes of the ICB
Group rely on imported materials. Examples of imported materials are the CIF 1 wafer and the Atmel
32K chip, which monthly quantum purchased is approximately GBP292,000 and USD694,000,
respectively.  As such in an environment of a floating exchange rate, there would exist risks that
exchange fluctations would affect the profitability of the Group. However at present time, the
Malaysian Ringgit has been [ixed io the USID. As most transactions are in USD, there is certainty in
pricing and costing of goods produced. Nevertheless, the USD is freely floating against other nations
currencies and there can be no assurance that future foreign exchange fluctuations will not adversely
impact the TCB Group. There can also be no assurance that the exchange rate currently pegged at
RM3.80:USD1.00 will be maintained in the future,

Dependence on IR1STech

By virtue of the transfer of the LR.LS. technology and related substrate to TRISTech via the
Technology Transfer Agreement dated 13 January 1995, IR1STech became the manufacturing arm of
the ICB Group. IRISTech's subsidiary, IITS was granted the hardware and software supply contract
for the MEP project. 1RISTech supplies the substrates for the MEP Project. TRISTech’s associate
GCSD is the entity that has been awarded the GMPC Contract. TRISTech manufactures the MyKad of
the GMPC project. A significant amount of ICB revenue (averaging approximately 21% of total
revenue over the 1998-2001 period) is derived from the royalty income earned from the use of ICB’s
operating systems for these two projects.
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ICB is entitled to royalty pavments as provided for in agreements entered into with IRISTech dated 13
January 1995 and 1 February 2000 in respect of the MEP and the GMPC projects, respectively. Based
on the terms of the agreement dated 13 January 1993, a royalty of 5% on the net salcs value of all
substrates sold by IRISTech in respect of the MEP project is payable to ICB by IRISTech for a period
of 5 ycars commencing from the date when such sales is effected by IRISTcch, i.e. 4 August 1997, As
for the agreement dated 1 February 2000, IR1STech agreed to pay ICB RM2.50 per MCOS masked
smart card produced in perpetuity.

With the complction of the Acquisition, TCB has control over only 49.5% of IRISTcch. The other
major sharcholder of IRISTech is Berjaya Group Berhad which effectively conlrols 50.5% of the
company, At present, the management of IRISTech is carried out by ICB.

It can be argued that ICB is dependent on [RISTech as the contracts for the two main projects as
mentioned above are with TRISTech’s subsidiary and associaled companies, and as IRISTech is the
manufacturing concern of the ICB Group. There can be no assurance that the cordial relationship
between TCB and its associate will continue to exist at all times in the future.

Nevertheless it must be appreciated that 1C13 is a company involved in the research and development of
smart card bascd scourity solutions. 1t has developed or is in the process of developing other products.
Tt produccs its own products e.g. the smart card readers which s amongst the various products that has
been commercialised.

On the contrary, the directors of TCB believe that IR1ISTech is dependent on TCB for the technologies
that are involved in the MEP and MyKad of the GMPC project, for example the ICOS and MCOS
aperating systems that arc cmployed in the software solutions for these projects. The management ol
[R1§Tech is also underiaken by YCB. As such the above risks, in the opinion of the Directors of 1CB,
are to a large extent mitigated.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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MANAGEMENT’S DISCUSSIONS AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The world is presently undergeing a revolulion brought about with the advent of the Information Age.
Recegnising the opportunity at hand, the Prime Minister of Malaysia launched Malaysia’s information
technotogy initiative with the creation of the Multimedia Super Corridor (“MSC™), Aimed at being the
launch pad to propel Malaysia into the Information Ape, the MSC represents a comprehensive action
plan encompassing physical and technology infrastructure and logistics, legislative framework and
fiscal incentives, all promulgated in its Bill of Guarantees. As part of the MSC initiative, the
Government formulated seven flagship applications that were meant to be the focus of the drive
towards achieving the vision. The seven flagship applications being the primary areas for multimedia
application arc the introduction of multi-purpose cards, smart schools, telemedicine, borderless
marketing cenler, world-wide manufacturing web, electronic government and R & I2 cluster,

The Government's initialive 1o establish a sole and universal platform for the MPC (“Multi-Purpose
Card™) is with the intention of it being the standard platform adopied by both the public and private
sectors. The MPC card, incorporating a microproccssor, would perform multipie tasks including data
processing, storage and file management. With enhanced security features and memory capacity, the
card was cnvisaged 1o be more than an ordinary memory card. Tt was anticipated that this curd would
facilitate more efficient, trouble-free transactions with the public and private sectors. Further, other
flagship applications of the MSC like clectronie government would involve extensive use of the MIPC.
The introduction of smart cards is expected to lead to more cost-gffective and guality services, and at
the same time allow Government agencies to rcengincer the way things are done presently, ICB has
crystallised this visien with the MyKad, one of the flagship applications of the MSC.

In the carly 199%°'s one of the promoters of ICB, Yap Hock Eng struck upon the idea of electronic
identification as a means of prcventing forgerics that occur on document based crimes as electronic
identification would have the advantage of enhanced security features. 1.R.LS. technology was born
offering the ability to slore vasi amounts of data and images onto a specially developed silicon chip.

On 23 March 1998, this technology saw its first commercial application with the launch of the MEP.
The Group has since developed further applications based on the core technology for use in the
telecommunication industry, enterlainment theme parks, and for identification and data storage
purposcs.

The Group has invested heavily in research and development and in the acquisition of complementary
technologies, its associated company IR1STech and in plant and machinery. As such the Group’s
performance is very much dependent on achieving market acceptance for its smart card hased security
solutions and a critical volumec of sales, and this is further dependent on the Group expanding its
activitics beyond the shores of Malaysia. At present, ICB Group is already in negotiations with a Seuth
Fast Asian country for the licensing of the 1COS sollware and is supplying telephone cards to the
Philippines through IRISTech. The Group has also participated in tenders for supply of electronic
passport and identification card solutions Lo Ireland and Indonesia. Through strategic alliances, the
Group hopes to market its products around the world.

The Group’s operations are located at the Technology Park Malaysia, Bukit Jalil, Kuala Lumpur which
is located in the MSC carridor. Belicved to be the first fully integrated smart card producer in this
region, this 330,000 square feet facility is designed to meet the security standards required for a
security document printer, Two of the companies in the Group have been conferred the benefit of MSC
status, namely ICB and TRISTech, and therefore enjoy the benefits granted to companies with such
status, including tax incentives. 1t is believed that benefits derived from the above mentioned status
will be passed on to its sharcholders.

The Group alsa believes that its proprietary know-how, the copyrights and patents of which arc
registered and filed with the United States Department of Commerce, Patent and Trademark Office, the
South Africa Patent Office and EU Patent Office, would enable the Group to forge a competitive
advantage in the smart card industry. ICB Group has not filed any patent application in Malaysia or
any country other than the USA, South Africa and EU. Apart from the above, the Group’s continued R
& D effort, manned by more than 45 professionals, is a proaciive effort to ensure that it remains at the
cutting edge of smart card based security solution technology.
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The Group’s main contracts to date include the supply of hardware and software to the Government for
the MEP project. The infrastructure for the MEP project has been implemented across Malaysia and as
at to-date, 36 units of Immigration Autogate System had been installed.

The Group is also currently actively participating in the Consortium, through its 20% equity
participation in GCSB, which has been awarded the contract for the supply of the MyKad. The project,
being onc of the flagship applications of the MSC, is deemed a project of national importance, more so
duc to the symbolic element of the GMPC card to the MSC initiative. The implementation of the
GMPC began in August 2000 and the initial launch was in April 2001, targeting at the population of
the MSC cormridor amounting to some 2 million citizens. As at 31 December 2001, more than 2 million
GMPC cards were supplicd. The Group is expecting a national rollout of MyKad in the near future. On
24 Fuly 2001, ICB has received the Proton World Certification (being products which comply with
certain minimum international standards certificd by Proton World laternational B.V.) for its E-Cash
application using MCOS opcrating system.,

Financial Analysis and Results of Operations

The Group has been, until recently, in what can be termed as the ‘development stage’ and as such has
not generated significant revenues prior lo this. The main manufacturing arm of the Group, IRISTcch
only began operations in mid-1998. As such the Group believcs that its early investments in capital, R
& D and personnel will only bear results in the medium term. The above is further illustrated with the
huge charges in the profit and loss account for interest cost, depreciution and research and development
over the financial years prior 1o the date of this Prospectus. There has been a significant cash
requircment by the Group o [und its capital requirements. This has been funded mainly through bank
borrowings but it is envisaged that the Group’s gearing will be reduced with the proceeds vaised from
the Public Issue. Although as at 31 December 2001, the Group has accumulated losses of RM20.91
millien (including an exchange loss of RM1.61million), thesc losses are seen as necessarily incurred to
fund the devclopment of the Group and are attributable to the abovementioned factors. For further
discussion on the financial results of the Group, reler 10 Section 8.2 “Financial Analysis”.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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6.2

Incorporation

ICB was incorporated in Malaysia on 31 May 1994 as TL Technology Research (M) Sdn Bhd under
the Companics Act 1965 as a privale limited company. The Company was converted to & public
company and assumed its present name on 18 and 20 August 1999, respeciively. [CB was awarded
MSC status by the MDC on 25 July 1997. The MSC status grants ICB, amengst others, a five (5) year
{(rencwable up to ten (10) years) tax excmplion on statutory income and freedom of ownership i.e.
exemption from the NDP requirements. For more details, please see Section 7.15.4 on “Incentives for
the Smart Curd Industry in Malaysia™.

The Company currenily operates in Kuala Lumpur and functions as the Head Office of the Group. ICB
is principally involved in information technolegy consulting, implementation and research and
development. The Company has three (3) subsidiary and four (4) associated companies with principal
activities ranging from smart card manufacturing, marketing to R&D.

As al 6 June 2002, ICB had 80 employees and the Group {including IR18Tech) had more than 270
employecs.

Share Capital
Authorised Share Capital RM
»  2,000,000,000 ordinary shares of RMO.15 each 300,000,000
Issued and Paid-up Share Capital
s  Existing: 622,000,000 ordinary shares of RMO0.15 each 93,300,000
s  Public Issue of 211,333,333 ordinary shares of RM0.15 each 31,700,000
125,000,000

Details of the changes in the Company’s issucd and paid-up sharc capital since its incorporation are set
out below:-

Ordinary Shares
Date of allotment No. of shares Par value Consideration Tuotal
(RM) (RM)
31.05.94 2 1.00 Cash 2
30.0596 6,124,998 1.00 Cash 6,125,000
24.06.96 2,205,000 1.00 Cash 8,330,000
200297 1,670,000 1.00 Cash 10,000,000
23.07.98 20,000,000 .00 Cash 30,000,000
28.07.98 10,000,000 1.00 Cash 40,000,000
20.05.99 10,000,000 1.00 Cash 50,000,000
25.06.99 1,000,000 1.00 Cash 51,000,000
28.06.99 5,000,000 1.00 Cash 56,000,000
02.07.99 6,000,000 1.00 Cash 62,000,000
05.07.99 500,000 1.00 Cash 62,500,000
16.07.99 4,500,000 1.00 Cash 67,000,000
09.07.99 1,300,000 1.00 Cash 68,300,000
13.12.01 25,000,000 1.00 Qther than cash’ 93,300,000
02.05.02 622,000,000 0,15 Other than cash’ 93,300,001}
Notes -

i [Issued as consideration for the purchase of TSR's stake in IRISTech. Afthough this issue has been
filed with its consideration being other than cash, the transaction was effected via a conira of
cash receipt for the Acquisition and TSR s subscription of shares in ICB. Refer fo Section 6.3,

2. Parvalue of ICB shares split to RM0.15.
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6.3

6.4

Preference Shares

Date of allotment No. of shares Class Par value Consideration Total

(RM) (RM)

16.08.96 5,000,000 Al 1.00 Cash 5,000,000

20.02.97 5,000,000 Al 1.00 Cash 10,000,000

27.05.97 16,000,000 B* 1.00 Cash 20,000,000

02.06.98 {10,000,000) Al 1.00 Converted to B 10,000,000
shargs

02.06.98 10,000,000 B2 1.00 Cash 20,000,000

27.07.98 (20,000,000} B® 1.00 Redeemed -

Notes :-
i Class A Preference Shares are not convertible inlo ordinary shares.
2 Class B Preference Shares are convertible into ordinary shares.

Restructuring and Listing Scheme

The SC and KLSL had via their letters dated 15 June 2001 and 21 June 2001, respectively approved the
restructuring and listing proposals of [CB on MESDAQ Market which involves, amongst others, the
proposed acquisition by ICB of TSR’s 30.0% cquity interest in tRISTech,

Under a sale and purchase apreement dated 25 April 2000, ICB has acquired TSR's 20,100,000
ordinary shares of RM1.00 each representing 30.0% shareholding in IR1STech for a total cash
consideration of RM25,000,000. Tn turn TSR, has simultaneously utilised all of the abovementioned
proceeds to subscribe for 25,000,000 new ordinary shares of RWI1.00 cach in [CB.

Prior o the above, on 23 April 1999, ICB entered into a sale and purchase agreement with TSR for the
disposal of the same 20,100,000 ordinary shares of RM1.00 each representing 30% of the issued and
paid-up share capitat of IRISTech for RM1.00 per share. The consideration was settled by cash.

TSR’s participation in the Group was initially at IRISTech but there was always an informal
understanding between TSR and ICB that in the event that ICB obtained listing approval from KLSE
and SC, TSR would participate in the listing of the Group. ICB was also desirious of having a
meaningful stake in 1R[STech pursuant to the listing proposals. The consideration for the disposal and
the subsequent re-acquistion is the same at RM23 million and is arrived at on a willing seller willing
buyer basts,

TSR was a director of ICB until 6 April 1999. The shareholders on 22 September 1999 ratified the said
disposal to TSR. A legal opinion from Messrs Jeff Leong, Poon & Wong dated 22 July 2000 has been
procured which opincs that this transaction does not infringe Section 132C of the Companies Act,
1965.

With the completion of the Acquisition on 3| Deeember 2001, IRI1STech became a 49.5% associated
company of ICB. On 2 May 2002, TSR was re-appointed to the [CB Board of Directors.

Public [ssue

The initial offering by ICB will involve a public issue of 211,333,333 new Shares representing at least
25.36% of the cnlarged share capital of the Company at an issue price of RMD.30 per Share Lo the

following parties :

a) 4,000,000 Issue Shares will be made available for application under the public offer;
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b) 3,000,000 Issue Shares will bc made available for application by the employees of the Group;
and
¢) 204,333,333 of the Issue Shares will be made available for application under the private
placement.
6.5 Historical Information on the TCB Greup

ICB was incorporated in Malaysia on 31 May 1994 under the Companies Act 1965 as TL Technology
Research (M) Sdn Bhd. The Company’s founders are Tan Say Jim, Lee Kwee Hiang and Yap Hock
Eng, In the early ninctics, Yap l1lock Eng, who was then Managing Director of MCS, developed an
electronic identification technology that could compress and store vast amounts of lincar/graphical data
in a limited space of & micrechip which he believed would revolutionise identification methods {or
high-level sceurily.

The decision to transfer this technology, known as the LR.LS., back home was catalyzed by the
Government’s call to Malaysian scientists living abroad Lo return {o Malaysia and help the country to
realise ils goal to become a developed nation by the year 2020

On 13 January 19935, a Technology Transfer Agreement was signed between MCS and TCB. Pursuant
to this agreement, MCS had transferred and delivered to ICB all rights, title and interest owned or held
by MCS in LR.LS., the LR.LS. technology and the substrate, including all intellectual property rights to
enahle ICB to dcsigh, manufacture on a commercial basis, prepare derivative works of, distribute and
scli such technology exclusively around the world except in Egypt, United Arab Emirates, Turkey and
the United Kingdom. Undcr the agreement, [CB is required to pay to MCS a royally of 2% of the net
sales value of all substrates sold for a period of 5 years commencing from the date when such sales is
eftected by [CB, i.e 4 August 1997,

ICB had to raise RM4.2 million to complete the technology transler. Being a newly incorporated entity
with limited shareholders funds, the Company decided to feam up with BGB. On the same day, the
LR.1.S technology was transferred to 1R18Tech, in which BGB then held 70% equity interest and the
remaining interest held by ICB.

Upon the transfer of LR.L.S. to Malaysia, an operating system, namely 1COS, was developed by ICH
under the supervision of Yap Hock Eng. Today, IRISTech owns the copyright to the LR.LS technology
whereas patent applications with regards to the methods and applications of the LR.1.8 lies with ICB.
ICB owns three (3) approved patents and is awaiting approval for four (4) others made in the USA.
[CB has also been awarded an approved patent in South Africa and filed u patent application in the EU,
approval of which is pending to-date.

in 1996, the construction for the 1RIS Smart Complex commenced, funded by investments from BGB.
The complex together with plant and machinery, costing RM85 million, is built on a 4.5 acre lease-hold
tand located at the Technology Park Malaysia in Bukit Jalil, Kuala Lumpur. ICB believes the complex
is Asia’'s first fully integrated smart card manufucturing facility. Lee Kwee Hiang, one of the
Company’s founders was responsible for the designing of the manufacturing facilities. The plant is
equipped with a complete manufacturing process from silicon processing, to module embedding and
personalised printing of the finished smart cards.

ICB’s subsidiaries, listed below, represents the Company’s investments in various projects that are off
shoots from its core technology, the LR.LS.
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6.6 Information on Subsidiary and Associated Com panies

The details of the subsidiary and associated companies of [CB are as follows :-

Nate/Place of Principal Issucd Ohwned
Name Incorporatien Business Share Capital %
IRIS Technologies 02.06.1594 Smart card design and RME7,000.000 49.5
(M) Sdn Bhd Malaysia manufacturing  (Ordinary Shares)
(302552-H) RM180,000 -
(“IR1STech™) fRCPS)
Asiatronics Sdn Bhd 21.03.1996  Distributor of electronic RM5(K),000 80
(380605-1N) Malaysia boarding pass and  (Ordinary Shares}
(“Asiatronics™) baggage tags
TL. Automation 06,10.1994  Distribulor of smart card RM 1,000,000 75
Electronics (M) Malaysia readers  (Ordinary Shares)
Sdn Bhd {318967-U)
(“TLAE™)
11 Technology 09.10.1996 Investment Holding, AUD3,500,000 100
Research (Aust) Australia (Ordinary Shares)
Pty Limited
(ACND75913478)
(“TLTR {(Aust)™}
Held through
IRISTech
[R1S Information 13.08.1991 Marketing contact and RM2,000,000 100
Technology Systems Malaysia contactless smart  (Ordinary Shares)
Sdn Bhd (222819-K)} technology based
(LTS} products

100

Confidcntial Matter 23.11.1993 Dormant IIK$20
Limited (454956) Ilung Kong {Ordinury Shares)
("CML™)
GMPC Corporation 18.02.1995 Supply of GMPC RM35,000,000 20
Sdn Bhd {334028-H} Malaysia solutions tothe  (Ordinary Shares}
(“GMSB™} Malaysian Government

6.6.1  Information on IRISTech
a) History and Business

TRISTech was incorporated in Malaysia on 2 June 1994 under the Companies Act
1965 as a private limited company under the name of Arjunan Citra Sdn Bhd. The
Company assumed ils present name on 4 February 1995, TRISTech is principally
engaged in information technology ownership, research and devclopment in the use
of smart technofogy and manufaciuring of contact and contactless smart tcchnology
based products. IRISTech was awarded MSC status on 10 October 1997 by the
MDC which enables the company to enjoy, amongst others, 2 five (5) year tax
holiday renewable for another five {5) vears. IRISTech is a 50.5% subsidiary of
BGB.
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One of IRISTech’s biggest achievement to date is being awarded the contract
{through its wholly owned subsidiary, 1ITS) for the MEP Project. The electronic
passport comes with a microprocessor chin embedded in its cover, which
electronically compresses and stores the photograph and biodata of the passport
holder, Tt is belicved to be the first of its kind in the world. The project was
lannched by the Prime Minister Datuk Seri Dr. Mahathir Mohamad on 23 March
1998 and is expected to replace all the Malaysian passports currently in circulation.
It has also been successful {through its associate company, GCSB} in securing the
GMPC project for the supply of MyKad. The GMPC project represents one of the
flagship application of the MSC. The MyKad was officially launched by the Deputy
Prime Minister on 5 September 2001.

IRISTech is the manufacturing arm of the ICB Group. [RISTech owns the RIS
Smart Complex which is located on a 4.50 acre lease-hold Iand at Technology Park
Malaysia, Bukit Jalil, Kuala Lumpur which the Group belicves is Asia’s first fully
integrated manufacturing facility for contact and contactless microchip cards
{memory and microprocessor), magnetic stripc cards, conlactless document inserts
and assembled module in tapes and recls for commercial usage.

The manufacturing facility has the capacity to house 4 production lines, and is able to
operate up to 24 hours a day. Currently, the plant has one (1) production line,
operating eight (8) hours i.e. one (1) shift a day with a production capacity of 1.3
million finished smart cards per month,

IRISTech holds the copyright to the LR.L.S for ithe design, development and
manufacture of smart cards.

Share Capital

Authorised Share Capital RM
+ 35,000,000 ordinary shares of RM1.00 each 83,000,000
1,500,000,000 redeemable convertible preference sharcs of 15,000,000

RMO.0F each
100,000,000

Issued and Paid-up Share Capital

o 67,000,000 ordinary sharcs of RM1.00 each 67,000,000
«  18.000,000 redeemable convertible preference shares of 180,000

RMO0.01 each
67,180,000

THE REMAINDER OF THIS PAGE fIAS BEEN INTENTIONALLY LEFT BLANK
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¢

Details of the changes in IRISTech’s issued and paid-up share capilal since ils
incorporation are sst out below:-

Date of allotment_ No. of Par Consideration Tatal
shares value {RM)
(RM)
QOrdinary shares
02.06.94 2 1.00 Cash 2
23.01.95 15,299,998 1.00 Cash 15,300,600
20.03.98-03.04.53 35,700,000 1.00 Cash 51,000,000
04,1298 16,000,000 1.00 Cash 67,000,000
RCPS
20.03.98 18,000,000 0.01 Cash 180,000
8% Preference shares
30.04.96 3,000,000 1.00 Cash 3,000,000
19.09.96 6,000,000 1.00 Cash 9,000,000
26.12.96 1,710,000 1.00 Cash 10,710,00
20.03.98 {10,710,000) 1.00 Redeemed for -
cash
Notey .-
i The RCPS holders are entitled to participate in profiis pari passu with ordinary

shareholders subject to the conversion ratio described in Section 16 and, has
priority over ordinary shares in winding-up but has no voting rights.

Subsidiary and Associated Companies

IRISTech has two wholly owned subsidiary companies, HTS and CML, and an
associated company namely, GCSB. Details of the three companies arc as follows:-

Subsidiary
Company

TS

CMIL.

GCSB

Country and Date
of Incorporation

13.08.1991
Malaysia

23.11.1993
Hong Kong

18.02.1995
Malaysia
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Issued and
Paid-up Share Effcctive
Capital  Interest
RM2.000,000 100%
HK$20 160%
RM35,000,000 20%

Principal Activitics

Muarkeling contact and
contactless smart
technology based

products

Dormant
Supply of GMPC

solutions toe the
Malaysian Govormment
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6.60.2.

6.6.3.

P

Emplovees

As at 6 June 2002, [RISTech has 194 employees.

Informuation on TLAE

a

b)

&)

d

History and Business

TLAE was incorporated in Malaysia on 6 October 1994 under the Companies Act
1965 hut has not commenced commercial operations. The company is principally
involved in the development and manufaciure of computer hardware and soltware.

The other major shareholder of TLAE, who hold the remaining 23% equity interest,
is Sin Hock Kean.

Share Capital

Authorised Share Capital RM
» 1,000,000 ordinary shares of RM1.00 cach RM 1,000,000

Issued and Paid-up Share Capital
+ 1.000,000 ordinary shares of RM1.00 cach RIM 1,000,000

Details of the changes in TLAL's issued and paid-up share capital since its
incorporation are set out below:-

Date of No.of  Parvalue Total
allotment shares {RM) Consideration (RM)
6.10.94 2 104 Cash 2
5.07.96 999,998 1.G0 Cash 1.000.000

Subsidiary and Associated Companies
TLAE has neither subsidiary nor associated company.
Employees

As at 6 June 2002, TLAE has no employees.

Information on Asiatronics

a)

History and Business

Agsiatronics was incorporated in Malaysia on 21 March 1996 under the Companies
Act 1965, Asiatronics is principally involved in the marketing and development of
airline and airplane security systems, onc of the key applications of the LR.LS.
technology.

A major achicvement for Asiatronics is the development of the [IPI3SS which
involves electronic boarding passes, radio frequency baggage tags and tag readers,
The IIPBSS underwent a test run at the Langkawi Intemalional Airport in November
1997, This system docs a “bag matching” Le. positively identifies the passenger with
his baggage to ensurc that the luggage of passengers who had checked in but did not
board the plane are not left on board the plane in line with JATA regulations.
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¢)

4

6.6.4.

a)

The innovation of the [IPBSS received media attention from as far as the UK. On 3
December 1997, the British Broadcasting Corporation (“BBC™) featured the LIPBSS
system in the documentary “Tomorrow’s World”.

The other major shareholder of Asiatronics, who holds the remalning 20% equity

interest, is Tirai Ombak Sdn Bhd, which is owned by the estate of the Jate Dato” Dr
Wan Adli bin Wan Thrahim and Wan Hamdy bin Date’® Wan Thrahim.

Share Capital

Authorised Share Capital RM
s 1,000,000 ordinary shares of RM1.00 gach 1,000,000
Issued and Paid-up Share Capital

« 500,000 ordinary sharcs of RM1.00 each 500,000

Details of the changes in Asiatronics’s issued and paid-up share capital since its
incorporation are set out below:-

Date of No.of  Par value Total
allotment shares (RM) Consideration (RM)
21.03.96 2 1 Cash 2
09.05.96 2 1 Cash 4
08.07.96 499,996 l Cash 500,000

Subsidiary and Associated Compunies
Asiatronics has neither a subsidiary nor an associated company.
Employees

As at 6 June 2002, Asiatronics has no employees.

Information on TLTR (Austj

History and Business

TLTR (Aust) was incorporated in Australia with the name Middle East Nominces Pte
Ltd on 9 October 1996. Its present name was assumed on 14 March 1998,

TLTR (Aust) is a wholly owned subsidiary of ICB. 1t is the investment holding arm
for the Group for investments in Australia. Tts investments include a 10.8% equity
interest in Intcrcard, an Australian company cwrently seeking re-quotation on the
Australian  Stock Exchange, making it one of Intercard’s largest shareholders.
Intercard is involved in the development of automatic contactless identification and
communicalion systems.
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el

Stare Capiial

Authorised Share Capital AUD
e 8,970,000 ordinary shares of AUD1.00 cach 8,970,000
* 1,030,000 preference sharcs of AUD1.00 each 1,030,000

Issued and Paid-up Share Capital
¢ 3,500,000 ordinary share of AUD1.00 cach 3,300,000

Details of the changes in TLTR (Aust) issued and paid-up share capital since its
incorporation are set out below:-

Date of No.of  Par value Total
allotment shares {AUIN Consideration (AUD)
{9.10.96 1 1.00 Cash 1.00
251097 1,245,999 1.00 Cash 1,250,000
15.02.97 500,000 1.00 Cash 1,750,000
01.07.97 1,100,000 1.00 Cash 2,850,000
05.03.98 650,000 1.00 Cash 3,500,000

Subsidiary ard Associated Companies

TLTR {Aust) has neither a subsidiary nor an associated company.

Employees

As at 6 June 2002, TLTR (Aust) had no employces.

6.6.5. Information on IITS

a

b

History and Business

IITS was incorporated in Malaysia on 13 August 1991 under the Companies Act,
1965 as Berjaya [nformation Technology Sdn Bhd., The company changed its name
to Berjaya Information Technology Systems Sdn Bhd on 14 October 1994 hefore
assuming its present name on 25 August 1998, TITS serves as an intermediary for the
Group in supplying silicon substrates manufactured by IRISTech to JIM for the MEP
project.

Share Capital

Authorised Share Capital RM
s 5,000,000 ordinary sharcs of RM1.00 each 5,000,000

Issued and Paid-up Share Capita!
«  2.000,000 ordinary shares of RM1.00 each 2.000,000
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6.6.6.

g

d)

Details of the changes in 1ITS issued and paid-up share capital since its incorporation
are set out below:-

Date of allotment No. of shares Par value Consideration Total

(RN) (Rd)
13.08.91 2 t Cash 2
06.12.95 1,599,998 i Cash 2,000,000

Subsidiary and Associated Companies
IITS has neither a subsidiary nor an associate company.
Employees

As at 6 June 2002, TITS had no employces.

Information on CML

@

b)

¢

)

History and Business

CML was incorporated in Hong Kong under the Companies Ordinance on 23
November 1993 as a private limited company. The company is currently dormant.

Share Capital

Authorised Share Capital HKS
¢ 1,000 ordinary shares of IIK$10.00 each 10,000

Issued and Paid-up Share Capital
» 2 ordinary shares of HK$10.00 cach 20

Details of the changes in CML’s issued and paid-up share capital since its
incorporation are set out below:-

Date of No.of  Par value Total
allotment shares (HKS) Consideration (HKS$)
23.11.93 2 10 Cash 20

Subsidiary and Associated Companies
CML has neither a subsidiary nor an associate company.
Emplovees

As at 6 June 2002, CML had no employees.
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6.6.7. Information on GCSB

a)

b

¢/

@

History and Business

GCSB was incorporated in Malaysia on 18 February 19935 under the Companies Act,
1965 as Abad Merdeka Sdn Bhd, The company changed its name to GMPC
Corporation Sdn Bhd on 17 September 1998. GCSB is the company set up by the
Consortium and was awarded the contract for the GMPC project by the Malaysian
Ministry of Home Affairs on 3 May 1999, The Group's role in the project is to
provide card technology inclusive of the operating system for the GMPC project and
the MyKad. GCSB is equally owned by each of the company of the Consortium.

Share Capital

Authorised Share Capital RM
s 5,000,000 ordinary sharcs of RM1.00 each 5,000,000

fssued and Paid-up Share Capital
e 5000000 ordinary shares of RM1.00 each 5,000,000

Details of the changes in GCSB issued and paid-up share capital since its
incorporation are set out below:-

Date of allotment No. of shares  Par value Consideration Total

(RM) (RM)
18.02.95 2 1 Cash 2
24.0898 3 1 Cash 5
28.05.99 249,595 I Cash 230,000
22.07.99 4,750,000 1 Cash 5,000,000

Subsidiary and Associated Companies
GCSDB has neither a subsidiary nor an associatc company.
Emplovees

As at 6 June 2002, GCSB had three (3) cmployees.

TIHE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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