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4.

INFORMATION ON MGDB GROUP

4.1

4.2

Incorporation

MGDB was incorporated in Malaysia on 27 June 1978 under the Companies Act, 1965 as a
private limited company under the name of MIT Holdings Berhad. Subsequently on 17
October 2001, the Company has changed its name from MIT Holdings Berhad to Mutiara
Goodyear Development Berhad.

The Company was listed on the BSE in 1980, which had subsequently become defunct in
1996. The Company was previously involved in property development, general construction,
housing praject management, supplying offices machinery and equipment, insurance brokery
and consultancy whilst listed on the BSE. It has ceased operations and been dormant since
1996 onwards.

In conjunction with the revival of the Company’s operations and the transfer of listing status of
MGDB from the BSE to the Main Board of the KLSE, MGDB undertook a Listing Scheme.
Pursuant to the proposals implemented under the Listing Scheme, MGDB had acquired the
entire issued and paid-up share capital of two (2) companies, namely DLSB and PBM. Upon
the completion of the Proposals, MGDB’s group structure will be as follows:-

[ MGDB |
I
| 100% | 100%
| DLSB | | PBM i
I
| 100% ] 100%
[ SED | | RF |
100% 100%
PK | | PN ]

Please refer to section 4.3 for details of the Proposals.

The completion of the Proposals will see a revival of MGDB from its dormant position. The
MGDB Group will be principally involved in property development and property investment.

Share Capital and Changes in Share Capital

The present authorised share capital of the Company is RM20,000,000 comprising 20,000,000
Shares. The authorised capital of MGDB will be increased from RM20,000,000 to
RM300,000,000 Shares by the creation of an additional RM480,000,000 Shares.

The issued and paid up share capital of MGDB is 6,300,000 Shares, which have been issued
and fully paid-up. The preseat issued and paid-up share capital of MGDB Group is
RM116,506,000 comprising 116,506,000 Shares.

The changes in the issued and paid-up share capital of MGDB are as follows: -

: Cumulative Issued

Nuo. of Shares and Paid-Up Share

Date of ANgtted Par Value Capital

Allotment .. o0 RM Consideration .. RM000

As of to date - 1.00 - 6,300

18.09.01 44,063 1.0 Settlement for the 50,363
acquisition of DLSB

18.09.0% 66.143 1.00 Settlement for Lhe 116.506
acquisition of PBM
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In addition to this, MGDB Group has also issued RM835,134,000 nominal value of ICULS
issued pursvant to the Acquisition of DLSB and settlement of debt owing to shareholders of
DLSB and PBM of RM17.20 million and RM49.05 million respectively.

4.3

Restructuring Exercise

In conjunction with, the transfer of listing status of MGDB from the BSE to the Main Board of
the KLSE, MGDB undertook a Listing Scheme which was approved by the FIC on 27
November 2000, the SC on 4 May 2001, 1 July 2001, 26 November 2001 and 14 December
2001 and the MITT on 31 December 2001. The proposals involves inter-alia the following:-

M

(i)

Acquisition of DLSB

Acquisition of the entire issued and paid-up share capital of DLSB by MGDB for a
purchase consideration of RM62.947 million to be satisfied with the issuance of
44.063 million new Shares in MGDB at an issue price of RM1.00 per Share and
RM18.884 million nominal value of ICULS in MGDB.

The details of the acquisition of DLSB Group are as follows:-

e No of .
Na of Shares Purchase  Consideration No of
held in DLSB Shares’ ICULS
Vendors _("000) (000} (000)
Mr. Edmond Hoyt Yung 3,000 23,605 16,524 7,081
Mr, Lai Tan Fatt 2,625 20,655 14,458 6,197
Mr. Wong Soe Chai@ 1.875 14,753 10,327 4,426
Wong Chick Wai
GMM 500 3,934 2,754 1,180
Total 8,000 62,947 44,063 18,884

The purchase consideration for the acquisition of DLSB is arrived at on a “willing
buyer - willing seller” basis after taking into consideration the adjusted NTA of
DLSB Group as at 30 April 2000 of RM62.947 million. The adjusted NTA takes into
consideration the open market value of the properties owned by the subsidiary
companies of DLSB as appraised by an independent professional firm of valuer,
Henry Butcher and the valuations which are approved by the SC vide its letter dated
30 January 2001.

Acquisition of PBM

Acquisition of the entire issued and paid-up share capital of PBM by MGDB for a
purchase consideration of RM69.450 mitlion to be satistied by the issuance of 66.143
million new Shares in MGDB at an issue price of RM1.05 per Share in MGDB. The
details of the acquisition of PBM are as follows:-

B "6 of Shares held in Purchase No of Consideration

W Consideration Shares

Vendors 000y . {RM'600) ("000)
THSB 7,500 34,725 33,071
GMM 4,500 20,835 19,843
APSB 3,000 13,890 £3.229
Total 15,04 69,450 66,143
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The purchase consideration for the Acquisition of PBM is amrived at on a “willing
buyer - willing seller” basis after taking into consideration the adjusted NTA of PBM
as at 30 April 2000 of RM69.450 million. The adjusted NTA takes into consideration
the open market value of the property owned by PBM as appraised by an independent
professional firm of valuer, Henry Butcher and the valuation which was approved by
the SC vide its letter dated 30 January 200t.

(iit) Debt Settlement
Settlement of debt owing to the shareholders of DLSB of RM17.20 million and PBM
of RM49.05 million into RM66.25 million nominal value of ICULS in MGDB on the
basis of RM1.00 nominal value of ICULS for every RM1.00 of outstanding debt. The
ICULS will be for a period of five (5) years and at a coupon rate of 2.5% per annum,
convertible only after the third year from the date of issue of the ICULS. The details
of the amount outstanding by DLSB Group and PBM are as follows:-
Company Owing to Nature of Debt
DLSB Group
« RF GMM The advances were given for purpose of 7,800
repayment of term loan in 1997 of RM3.2
million, purchase of freehold land in 1999
of RM2.8 millien, as well as for working
capital and financing development
cxpenditure amounting to RM1.8 million.
+« STD br. Edmond Hoyt The advances were given to finance the 3,750
Yung acquisition of investment in Glomac Group
Management Services Sdn Bhd and PK.
Mr. Lai Tan Fatt As above 3.300
Mr, Wong Sco Chai @  As above 2,350
Wong Chick Wai
9,400
Total DLSB Group 17,200
PBM THSB The advances were given for working 1,000
capilal purposes.
{(iMM The adwvances were given to acquire land 48,050
amounting 10  approximately RM31.57
million, pay for the term loan and bridging
loan interest of RM15.92 million and
advances for working capital amounting to
approximately RM0.56 million .
Total PBM 49050
Grand Total 66,250
(iv) Restricted Issue to the shareholders of PBM

The Restricted Issue entails the issuance of 30 million new Shares in MGDB at an
issue price of RM1.00 per Share to the existing shareholders of PBM. The details are

as follows:-
Noof Sliares to be allotted
Name of Shareholders {008} % of Shares to be allotted
THSB 15.000 50.0
GMM 2,500 83
APSB 12,500 417
30,000 100.0
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The Restricted Tssue is expected to be completed simultaneously by the closing date
for the Restricted Public Issue, Restricted Offer for Sale of Shares, Restricted Offer
for Sate of ICULS and Rights Issue.

{v) Special Offer to Bumiputra Parties
The Special Offer to Bumiputra Parties entails a special offer of 15 million Shares at
an offer price of RM1.20 per Share to Bumiputra parties nominated by MGDB and
approved by MITI. These Bumiputra Parties has subscribed for the Shares before the
issnance of the Prospectus. The Special Offer to Bumiputra Parties will also facilitate
MGDB in having substantial Bumiputra interest in the MGDB Group upon its listing
on the Main Board of the KLSE. The MGDB Group will have 59.3% Bumiputra
interest upon listing,
The details of the offer are as follows:-
S No of Shares offered Proceeds to offeror
Name of offeror | H00) (RM’ 000
THSB 5,000 6,000
Mr. Edmend Hoyt Yung 4,000 4,800
Mr. Lai Tan Fatt 3,500 4,200
Mr. Wong Soo Chai (@ Wong 2,500 3,600
Chick Wai
15,000 13,000
* Based on the affer price of RM1 .20 per Share
(vi) Rights Issue
The Rights Issue involves a renounceable rights issue of 6.3 ruillion new Shares at an
issue price of RM1.00 per Share on the basis of one (1} new Share for every one (i)
existing Share held by the existing shareholders of MGDB prior to the Proposals at
the entitlement date i.e. at 5.00 p.m. on 18 March 2002. The issue price of the Shares
is payable in full upon acceptance.
(vii) Restricted Public Issue/Restricted Offer for Sale of Shares

The Restricted Public Tssue will entail the issue of 10 million new Shares in MGDB
at an issue price of RM1.20 per Share whilst the Restricted Offer for Sale of Shares
will entail the offer by Mr. Edmond Hoyt Yung, Mr. Lai Tan Fatt and Mr. Wong Soo
Chai @ Wong Chick Wai of 7 million Shares at an offer price of RM1.20 per Share
and are payable in full on application/acceptance upon such terms and conditions as
set out in this Prospectus. The Restricted Public Issue/Restricted Offer Shares
totaling 17 million Shares are allocated in the following manner:-

(i) 11,000,000 Restricted Public Issue Shares and Restricted Offer Shares will
be offered or issued to existing staff and all the graduates of UiTM;

(ii) 4,400,000 of the Restricted Offer Shares will be placed with public investors
by the Placetnent Agent; and

(iii) the balance of the 1,600,000 Restricted Offer Shares will be offered to the
eligible employees of the new MGDB Group.
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4.4

(viii}  Restricted Offer for Sale of ICULS

The holders of the ICULS, namely GMM, the vendor of DLSB and PBM will offer
for sale RM 100,000 nominal value of ICULS to the service providers and staff of the
service providers of the MGDB Group. The details of the offeror is as follow:-

: — No of ICULS offered Proceeds to the offeror
Name of offers (000) cor.  (RMU00B)
GMM 100 100

(ix) Increase in Authorised Share Capital

The present authorised share capital of the Company is RM20,000,000, comprising
20,000,000 Shares, of which 6,300,000 Shares have been issued and fully paid-up.

Upon completion of the Proposals and upon full conversion of the ICULS, the issued
and paid-up capital of the Group will increase to 230,913,000 Shares. To
accommodate the issue of these new Shares, the Board proposes to increase the
authorised share capital to RMS500,000,000 by the creation of 480,000,000 new
Shares.

(x) Listing

The enlarged tssued and paid-up share capital of MGDB Group of 162,806,000
Shares and RM85,134,000 nominal value of ICULS will be listed on the Main Board
of the KLSE.

The Proposals are inter-conditional.

History and Business Overview

MGDB was incorporated on 27 June 1978 in Malaysia as a public limited company under the
Companies Act, 1965 under the name MIT Holdings Berhad. Subsequently on 17 October
2001, the Company changed its name from MIT Holdings Berhad to Mutiara Goodyear
Development Berhad. The Company was listed on the BSE in 1980, which had subsequently
become defunct in 1996.

The Company was previously involved in property development, general construction,
housing project management, supplying offices machinery and equipment, insurance brokery
and consultancy whilst listed on the BSE. It has ceased operations and been dormant since
1996 onwards.

In conjunction with the revival of the Company’s operations and the transfer of listing status of
MGDB from the BSE to the Main Board of the KLSE, MGDB undertook a Listing Scheme.
Pursuant to the proposals pursuant to the Listing Scheme, MGDB had acquired the entire
issued and paid-up share capital of two (2) companies, namely DL.SB and PBM. The MGDB
Group will be principally involved in property development and property investiment.
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4.4.1

Principal Products and Property Development

The completion of the Proposals will see a change in MGDB’s business focus. The
new MGDB Group focuses mainly on property development and property investment
around Peninsular Malaysia, as detailed below:-

Name of
Company  MName and Location Details of Project
PBM BTM, Simpang Ampat, Scberang Perai Selatan Township Development
RF Villa Lagenda, Selayang Medium to High Cost
Condominiums
‘Faman Lagenda Mas, Cheras Mixed Housing Scheme
PK Selayang Baru, Selayang Low Cost Apartments
Dataran Prima, Sungai Buloh Sub-Commercial Development

Presently, the MGDB Group’s portfolio is diversified. It concentrates on township
development — BTM, residential properties in Cheras and Selayang and sub-
commercial development in Dataran Prima.

The Group’s total landbank as at 31 January 2002 is approximately 969 acres,
comprising the following:-

931 acres in BTM;

21 acres in Cheras;

7 acres in Selayang; and

10 acres in Mukim of Sungai Buloh, Petaling Jaya

As at 15 September 2001, the Group has landbank of approximately 1,002 acres.
Since then Phase 4 of BTM has been fully completed and substantially sold. As such,
the total landbank as at 31 January 2002 is approximately 969 acres.

The approximate property mix (in percentage) of the Group’s completed, on-going
and future projects as at 31 January 2002 is illustrated below:-

Property Mix Percentage
(%)
Condominium 6.0
Terrace ITouse 20
Semi-Detached House 140
Bungalow 6.0
Town House 30
Low-Medium Cost Apartment 8.0
Low Cost Apartment 200
Shop-Office 11.0
100.0
Note: The property mix does not iake Into consideration the piece of land measuring approximately 96

acres, alloeated for the development of a business centre for the BTM project,

4.4.2  Overview of the projects undertaken by MGDE Group

As of 31 January 2002, the Group has completed various projects with the GDV of
approximately RM417 million. Out of which, approximately 97.0% of the units
which amounts to approximately RM408 million have been sold and delivered to the
purchasers. Among the completed projects are Phases 1, 2 3 and 4 of BTM in
Seberang Perai and Phases 1, 2 and 3 of Dataran Pritna in Petaling Jaya. The
completed projects comprise mainly low-medium and medium cost residential and
commercial units.
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The Group is currently undertaking various development projects with GDV of
approximately RM260 million under vatious subsidiaries. The Group has secured a
total sales value of approximately RM175 million which represents approximately
67% of the total GDV as at 31 Janvary 2002. These on-going projects comprise
approximately 2,134 units of, single and double storey terrace houses, single and
double storey semi-detached houses, low-medium cost apartments, medium cost
townhouses, condominiums and commercial units The on-geing projects are
completed at varicus stages and are expected to be delivered to purchasers within the
next two (2) years. Among the projects are Phases 5 and 6 of BTM in Seberang Perai,
Villa Lagenda in Selayang, Taman Lagenda Mas in Cheras, Bandar Baru Selayang in
Selayang and Dataran Prima in Petaling Jaya.

The future projects with GDV of approximately RM1,119 million is expected to be
launched over the next few years. Among the projects are Phases 7 to 16 of BTM in
Seberang Perai and Dataran Prima in Petaling Java. The future phases of the projects
will consist of terrace houses, semi-detached houses, bungalow, commercial units,
fow medium and low cost apartments.

The on-geing development undertaken by the MGDB Group are as follows:-

a)

BTM

PBM is currently developing a township known as BTM. BTM is an integrated mix
development project comprising commercial and residential units. The development
is on a piece of frechold land, measuring approximately 1,086 acres located at
Simpang Ampat, Seberang Perai Selatan. The development was conceived and
implemented to be a comprehensive new township development spanning over an
estimated of 15 years. To date, approximately 155 acres of the said land had been
developed and handed over to purchasers, whilst another approximately 61 acres are
in various stages of development. The balance land of approximately 931 acres has
yet to be developed. The entire fay-out plan for the BTM project has been approved
by Majlis Perbandaran Seberang Perai on 20 April 1995 and 9 December 1995
respectively.

BTM has been designed to be an integrated and self contained township. It will
mcorporate the infrastructure facilities including fibre-optic network and co-axial
cable t¢ ensure that the township can derive benefits from the curvent
telecommunication technologies.

The township will also consist of government schools, a provision for private
institution of higher learning, regional police station, a hospital, fire station, wet &
dry market, food centre, mosques, recreational parks and a commercial cenire for the
surrounding area.

The design concept emphasises on a garden city atmosphere conducive for a relaxed
lifestyle. Additionally, blending well with the surrounding environment, the township
provides low density landed residential properties with landscaping and
infrastructures.

Since the launch of first phase in 1997, 3,349 units of various types of properties
have been put up for sale and approximately 92% have been sold to date. The 92%
sales have generated revenue amounting to approximately RM269 million. Phase 1, 2
3 and 4 totalling 2,576 units have been successfully completed and handed over with
certificate of fitness. The building and infrastructure works for Phase 5 is currently in
various stages of construction. Phases 5 consists of 275 units of single storey terrace
house, 97 units of double storey terrace house, 60 umits of single storey semi-
detached house and 74 units of double storey semi detached house. Earthworks have
been completed on Phase 6.
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Villa Lagenda, Selayang

Villa Lagenda is a regidential development in Selayang undertaken by RF. The
development will be on a piece of leasehold land, measuring approximately 3.58
acres. This development comprises medium to high cost condominiums which
consists of 296 units of apartments and 8 penthouses. This project which was
launched on 9 December 2001 is expected to generate a GDV of approximately
RM52.48 million. This development is located adjacent to the Selayang wholesale
market along Yalan Ipoh, Kuala Lumpur which is close to public facilities such as
schools, markets, hospitals and shopping malls. The development order for the
project has been obtained on 3 May 2000 from Dewan Bandar Kuata Lumpur
{(Jabatan Perancang dan Kawalan Bangunan). The building plan has been approved
by Dewan Bandaraya Kuala Lumpur on 26 September 2001,

Selayang Baru Low Cost Apartments

The Selayang Baru Low Cost Apartments Project is undertaken by PK. The
development will be on a piece of leasehold land, measuring approximately 2.48
acres. The Group is currently working on the 210 units of low cost apartments and is
expected to be completed in early 2002. The low cost apartments which had been
launched in August 2000 had achieved 100% sales. The 21{} units of low cost
apartments are expected to generate a GDV of approximately RMS8.9 million.

Taman Lagenda Mas

Taman Lagenda Mas is a residential development in Cheras undertaken by RF. The
development wili be on a piece of freehold land, measuring approximately 20.56
acres. This property is located approximately 13.6 km (8.5 miles} from Kauala
Lumpur City Centre, along Jalan Cheras. Tt is also situated close to public facilities
such as schools, markets, hospitals and shopping malls. This development is a mixed
housing scheme comprising 665 units of various types of residential properties
consisting of 72 units of 2-storey terrace house, 303 units of duat frontage 3, 4 and 4
1/2 -storey townhouse, 140 units of low cost apartments, 70 units of low medium cost
apartment and 80 units of medium cost townhouse. This project was launched in June
2001 (save for the low cost apartments which was launched in August 2001). Since
the launch of Taman Lagenda Mas in June 2001, approximately 94.4% of the 2-
storey terrace house, approximately 73.3% of the dual frontage 3, 4 and 41/2 storey
townhouse, approximately 41.3% of the medium cost townhouse, approximately
77.1% of the low medium cost apartment and approximately 72.1% of the low cost
apartment have been sold as at 31 January 2002. Taman Lagenda Mas is expected to
generate a GDV of approximately RM76.2 million. Earthworks have already been
completed. The development order for the project and approval for the building plans
has been obtained on 24 June 2000 and 13 April 2001 respectively from Majlis
Perbandaran Kajang.

Dataran Prima

The Dataran Prima Project is undertaken by PK. The development is on a piece of
freeheld land measuring approximately 19.76 acres located at Mukim of Sungai
Buloh, Daerah Petaling. This development was designed to be a sub-commercial
centre in the vicinity of Section 1 of PJ Utara. [t comprises 665 units of 5 to 9- storey
shop-offices, a 17- storey office tower, a 7- storey shopping complex and 494 units of
medivm to high rise condominiums,

The total development is expected to generate a GDV of approximately RM455.2
million. The 5 to 9- storey shop-offices in the first 3 phases were completed with
certificate of fitness of cccupation. The 5 to 9- storey shop-offices in Phase 1-2 and 3
have been completed in December 1998 and July 1999 respectively.
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Approximately 98% of these shop-offices have been sold, thus generating sales
revenue in excess of RM210 million.

Phase 4, which consists of a 26-storey high-rise condominium, inclusive of 2 levels
of car parking floor and a clubhouse is expected to be launched in the fourth quarter
of 2002. It is expected to generate a GDV of approximately RM33.6 miltion.

Phase 5, which is still in the preliminary planning stage, consists of 2 blocks of 13 to
14- storey luxurious high-rise condominiums with one level of car parking floor and
clubhouse. It is expected to be Jaunched in the third quarter of 2002. Phase 5 is
expected to contribute a GDV of approximately RM58.8 million.

Phases 6 to 7 are still in the prelimtnary planning stage. Phase 6 consists of a 17-
storey office tower with 2 basements and Phase 7 consists of a 7- storey shopping
complex. Phase 6 is expected to contribute a GDV of approximately RMS50 million
whilst Phase 7 is expected to contribute a GDV of approximately RM 100 miltion,
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(@

Property Investment

The details of the current property investment of DLSB Group are as follow:-
Kelana Centre Point

The DLSB Group, via its subsidiary namely PN, is also involved in property
investment. PN owns a 13- gtorey office building with 2 basement floors identified
as Wisma Goodyear (Block B) situated within Kelana Centre Point, Kelana jaya,
Selangor Darul Ehsan. Kelana Centre Point is a comprehensive commercial
development comprising a row of 10- storey shop offices (Block A), a block of 13-
storey office building (Block B) and two blocks of 13- storey office buildings (Block
C and D). The built-up area for Block B is 21,219 square metres. The project was
developed as a joint venture between SED and Glomac Berhad. Wisma Goodyear
(Block B) was purchased by PN from Glomac Group Management Services Sdn Bhd
on 15 May 1999 at RM31.9 million.

This property can be accessed by the Lebuhraya Damansara Puchong (LDP) or the
Klang Valley Expressway using the Subang Interchange.

As at 31 January 2002, approximately 70,733 sq. ft of the nett lettable area of
114,745 sq.ft (or approximately 62%) of Wisma Goodyear (Block B) is being
tenanted. The expected rental revenue based on current occupancy rate is
approximately RM1.65 million per annum.

4.5 Subsidiary Companies

’ Tssued and Paid-Up Effective
Date/Place of Share Capital Equity Interest

Name Incorporation RN (%) Nature of Business

Subsidiaries of MGDE Grou

DLSB 02.05.1996 Ordinary shares - 8,000 100 Investment holding
Malaysia

PBM 30.04.1993 Ordinary shares - 15,000 100 Property development
Malaysia

Subsidiary Companies of DLSB

SED 25.03.1994 Ordinary shares — 100 100 General merchants and
Malaysia Preference shares — 100 property investment

RF 14.04.1994 Ordinary shares — 500 100 Property development
Malaysia Preference shares — 300

Subsidiary Companies of SED

PK. 27.07.1994 Crdinary shares — 4,000 100 Property development
Malaysia Preference shares — 4,000

PN 19.10.1993 Ordinary shares — 100 100 Property investment
Malaysia
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4.5.1

a)

b)

Information on DLSB

History and Business Overview

DLSB was incorporated in Malaysia under the Companies Act, 1965 as a private
limited company on 2 May 1996 under the name of Dynastic Lion Sdn Bhd. The
principal activity of DLSB is investment holding.

DLSB’s subsidiary companies are as follows:-

Effective
equity
Name of Date/Place of interest )
contpany incorporation Yo Principal activities
SED 25.03.94/ Ordinary shares 100 General merchant
Malaysia 100,000 and Property
Preference shares investment
100,000
RF 14.04,94/ Ordinary sharcs 100 Property
Malaysia 500,000 development
Preference shares
500,000
PK 27.07.94/ Ordmary shares 100 Property
Malaysia 4,000,000 development
Preference shares
4,000,000
PN 19.10.93/ Ordinary sharcs 160 Property investment
Malaysia 100,000

Share Capital

The present authorised share capital is RM10,000,000, comprising 10,000,000
ordinary shares of RM1.00 each, of which RMS§,000,000, comprising 8,000,000
ordinary shares of RM1.00 each, have been issued and fully paid up.

The changes in the issued and paid-up share capital of DLSB since its incorporation
are as follows:-

Total issued and
Date of No. of shares Par value paid-up share
allotment allotted {(RM) Consideration capital (RM)
02/05/56 2 1.00 Cash 2
18/05/00 7.999,998 1.00 Cash 8,000,000
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4.5.2

a)

b)

Information on SED

History and Business Overview

SED was incorporated in Malaysia under the Companies Act, 1965 as a private
limited company on 25 March 1994 under the name of South East Dragon Sdn Bhd.

The principal activity of SED is general merchants and property investment.

SED’s subsidiary companies are as follows:-

Issued and paid-up

Name of Date/Place of share capital
company incorporation ... RM) Principal activities
PN 19.10.93/ Ordinary shares 100 Property investment

Malaysian 100,600

PK 27.07.94/ Ordinary shares 100 Property development
Malaysian 4,000,000
Preference shares 100
4,000,000
Share Capital

The authorised share capital of SED is RM500,000, comprising 300,000 ordinary
shares of RM1.00 eack and 200,000 preference shares of RM1.00 each, of which
100,000 ordinary shares of RM1.00 each and 100,000 preference shares of RM1.00
each have been issued and fully paid-up.

The changes in the issued and paid-up share capital of SED since its incorporation
are as follows:-

Total isstied and
paid-up share
No. of shares Par value eapital
Date of altotted (RM) Consideration (RM)
allotment
Ordinary
shares
25/03/94 2 1.00 Cash 2
10/06/96 09,998 1.00 Cash 100,000
29/04/00 100,000 1.00 Cash 200,000
30/04/00 (100,000)* 1.00 Conversion to 100,060
preference shares
Preference
shares .
30/04/00 100,000 1.00 Conversion [rom 10,000
ordinary shares
* Pursuant to Section 66 of the Companies Act, 1965 and Article 48 of the Company 's Articles of
Association, these shares have beer converted to the equivalent number of preference shares
on 30 April 2000
Note: The preference shares do not have any rights attached to them. The rights have been exhausted

vig a gne Hme dividend payment to the shareholders of the preference shares.
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4.5.3

a)

b}

4.54

b)

Information on PN

History and Business Overview

PN was incorporated in Malaysia under the Companies Act, 1965 as a private limited
company on 19 October 1993 under the name of Potensi Naga Sdn Bhd. The
principal activity of PN is property investment.

PN does not have any subsidiary companies.

Share Capital

The authorised share capital of PN is RM100,000 comprising 100,000 ordinary
shares of RM1.00 each, all of which have been issued and fully paid-up.

The changes in the issued and paid-up share capital of PN since its incorporation are
as follows:-

Total issued and

paid-up share

Date of No. of shares | Par value capital
allotment allotted {RM) Congideration {RM)
19/10/93 2 1.00 Cash 2
13/05/99 99,998 1.00 Cash 100,000

Taformation on PK

History and Business Overview

PK was incorporated in Malaysia under the Companies Act, 1965 as a private limited
company on 27 July 1994 under the name of Puncak Kencana Sdn Bhd. The
principal activity of PK is property development.

PK does not have any subsidiary companies.

Share Capital

The authorised share capital of PK is RM25,000,000 comprising 20,000,000
ordinary shares of RM1.00 each and 5,000,000 preference shares of RM1.00 each, of

which 4,000,000 ordinary shares of RM1.00 each and 4,000,000 preference shares of
RM1.00 each have been issued and fully paid-up.

[The rest of this page is intentionally left blank]
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455

a)

b)

The changes in the issued and paid-up share capital of PK since its

incorporation are

as follows:-

Total issued and
Date of No. of shares Par value paid-up share
allotment allotted (RM) Consideration capital (RM)
Ordinary
shares
27107194 2 1.00 Cash 2
01/09/94 99,998 1.00 Cash 100,000
23/09/94 06,000 1.00 Cash 1,000,000
08/01/96 3,000,000 1.00 Cash 4,000,000
31/03/99 4,000,000* 1.00 Cash 8,000,000
31/03/99 (4,000,000} 1.00 Conversion 1o 4,000,000

prefercnce shares
Preference
shares
31/03/99 4,060,000 1.00 Conversion from 4,000,000
otdinary shares
Note: The preference shares do not have any vights atiached to them, The rights have been exhuusted
via a one time dividend payment to the shareholders of the preference shares.

* Pursuant to Section 86 of the Companies Act 1963 and Article 4B of the company’s Articles of

Association, these shares have been converied to the equivalent number of preference shares
on 31 March 1999,

Information on RF

History and Business Qverview

RF was incotrporated in Malaysia under the Companies Act, 1965 as a private fimited
company on 14 April 1994 under the name of Regal Form Sdn Bhd. The principal
activity of RF is property development.

RF does not have any subsidiary companies,

Share Capital

The authorised share capital of RF is RM35,000,000 comprising 4,000,000 ordinary
shares of RM1.00 each and 1,000,000 preference shares of RM1.00 each, of which
500,000 ordinary shares of RM1.00 each and 500,000 preference shares of RM1.00
each have been issued and fully paid-up.

53




| Company No: 40282-V

}

4.

INFORMATION ON MGDB GROUP (CONT’D)

4.5.6

(a)

(b)

The changes in the issued and paid-up share capital of RF since its incorporation are
as follows:-

Tot%%sued
. andygaid-up
gfshares | Parvalue shag@capital
Date of allotment -allotted (RM) | Consideration _ . (RM)
Ordinary shares
14/04/94 2 1.00 Cash 2
18/07/94 99,998 1.00 Cash 104,000
11/04/95 100,660 1.00 Cash 200,000
29/12/96 300,000 1.00 Cash 500,000
29/04/00 300,000 .00 Cash 1,000,000
30:/04/00 {500,000%* 1.G0 Conversion to 500,000
preference shares
Preference shares
30/04/00 500,000 1.00 Conversion from 500,000
ordinary shares
Note: The preference shares do not have any rights attached to them. The rights have been exhousted
via a one time dividend payment to the shareholders of the preference shares.
* Pursuant to Section 66 of the Companies dct, 1965 and Article 4B of the Company 's Articles of
Association, these shares have been converted to the eguivalent number of Preference Shares
on 30 dprif

Information on PBM

History and Business Overview

PBM was incorporated on 30 April 1993 in Malaysia as a private limited company
under the Companies Act, 1965, under the name of Pembangunan Permatang Rotan
Sdn Bhd. PBM changed te its present name on 7 January 1995, PBM is principally
involved in property development.

PBM does not have any subsidiary or associate companies.

Share Capital

The present authorised share capital is RM300,000,000, comprising 300,000,000
ordinary shares of RM1.00 each of which RM15,000,000, comprising 15,000,000
ordinary shares of RM1.00 each have been issued and fully paid up.

The changes in the issued and paid-up share capital of PBM since its incorporation
are as follows:-

Ne. of Total issgedf and
Date of - shares Par value paidssp share
allotment fo.. allotted (RM) . | Consideration ciipital (RM
30/4/1993 2 1.00 Cash 2
05/05/1995 999998 LOG Cash 1,000,000
06/02/19%6 593,000 L.00 Cash 1,593,000
06/02/1996 13,407,000 1.0 Cash 15,000,000
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4.6

Employees

The new MGDB Group is managed by En. Harun bin Hj Faudzar who is a businessman with
approximately 15 years experience in property development and Mr. Edmond Hovyt Yung who
has over 27 years experience in the property sector. The management team of GMM has been
transferred to MGDB Group on | January 2002 to provide continuing management to the
present and future projects in the Central Region. The management of PBM will be invoived
in the development of the Group’s flagship development, BTM and any other future business
interests in the Northern Region.

The management team of GMM has a good track record in both project management and
property development. One of its recent major success includes the residential development in
UEP - Subang Jaya known as Subang Perdana. The management team of GMM is guided by
Mr. Edmond Howt Yung, who will be assisted by a team of management staff who has vast
experience in their respective field of expertise. Due to the vast experience and abilities of its
management, the Group is confident of accepting challenges ahead in the property sector.

They had successfully completed various project management contracts until 1990 as it
subsequently changed its business focus to property development. These contracts are valued
in the region of RM800 million in terms of construction value, GMM, being involved in the
project management of these contracts have earned project management fees in the region of
1% and 7% of the total construction value. Since changing its business focus in 1990 to
property development, GMM has undertaken property development projects with gross
development value over RM600 million. GMM's landmark project is the residential
development in UEP — Subang Jaya known as Subang Perdana, generated sales revenue of
RM329 million. This has made GMM to be known as an innovative property developer for its
quality.

As at 18 March 2002 , the MGDB Group has 70 employees under permanent employment.
The employees of the Group do not belong to any union and the employees relationship with
the management of the group is amicable.

The employee structure of the new MGDB Group are as follows:-

Non-

Category of Employee Malaysians Malaysian | Total

Bumi- | Total
puira-i- _Indian | Others | Malaysian

Managerial and Protessional 4 16 - - 20 -

Technical and supervisory

Clerical and related
occupations (e.g. clerks,
typist, stenaographcrs, personal
secretaries. efc.) plus sales

General workers (e.g.
telephone operators, drivers,
office boys, watchmen,
pardener, etc.)

Factory workers :
{a} Skilled
{b} Unskilled

Total Column

20

16

27

27

11

21

21

23

43

70

70
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To keep abreast with the new development in the property development industry and demand
for properties, the Directors and senior management of the Group atiend trade fairs and
seminars relevant to the property development industry so as to be aware of the latest
developments and progress in the industry.

The following is a table setting out the breakdown of the length of service of MGDB Group's
staffs:-

Category of Employees . Number of Employsees
B <1 year 1-5 years > S3iears Total

Managerial and Professional 3 3 11 20
Technical and supervisory 9 10 8 27
Clerical and related occupations i} 11 4 21
General workers - 2 - 2
Factory workers - - - -

18 29 23 70

As at 18 March 2002, MGDB Group has total staff strength of 70, whereby approximately
32.8% have been with the Group for more than 5 years. The loyalty and dedication of the
staffs of the Group throughout the years and their technicat expertise will continue to
contribute to the Group’s growth.

Quality and Production Control

The projects undertaken by the Group include township developments, condominiums, mixed
housing schemes and sub-commercial development. The Group has developed wvarious
measures to ensure that a satisfactory level of quality of all the Group’s on-going or future
projects will be met. Quality control emphasis is place on wotrkmanship, materials purchasing,
space usage, timely delivery, purchaser’s satisfaction or complaints and maintenance services.

The Group is also maintaining its quality control through the following:-

a) Total Quality Management; and
b) Total Project Management

Currently, the Group conducts site meetings with architects, consultants and contractots to
resolve technical problems encountered by contractors, matters pertaining to workmanship
and materials purchasing for ongoing projects on a regular basis. Besides this, the Group also
has full-time site staffs comprising of resident engineers and clerks-of-works to check and
confirm on the contractors” daily work.
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As a reputable developer, the Group has three objectives which are equally important namely
time, cost and quality. Quality controt for all projects are monitored from the conceptual stage
to project handover as follows:-

I FLOWCHART ON QUALITY CONTROL PROCESS |

— @ CONTRACTORS / SUPPLIERS / MANUFACTURERS __ |§————

SUBMIT SAMPLES, CATALOGUES, BROCHURES, MATERIALS, MODELS

MGDB
TO CALL FOR MEETING / DISCUSSIGNS, TO COLLECT FEEDBACK
COMPLAINTS FROM CONTRACTORS, END USERS AND PREVIOUS
PURCHASERS FROM OTHER PROJECTS

SELECTICN OF SAMPLES, MATERIALS, MODELS,
INSPECTION OF SAMPLES, MODELS DONE ON SITE
TO CONDUCT LAB TEST AND PERFORMANCE RATING

{ PRQJECT TEAM / CONSULTANTS / SUPPLIERS  MANUFACTURERS ]

PRICING, COMPLETION PERIOD
CONFIRMATION OF ACCEPTANCE f REJECTION

FURTHER DETAILS { INFORMATION NEEDED

{(UNACCEPTABLE}

Y(ACCEPTABLE

END USERS f PURCHASERS
COLLECTION OF FEEDBACK, COMPLAINTS
ON RECTIFICATION WORK, MAINTENANCE

¥
MGDB

4.8

ISSUANCE OF REMEDIAL ORDERS / DEFECT WORK ORDERS

GRADING OF CONTRACTORS / SUPPLIERS / MANUFACTURES—

in order to maintain the quality of its projects, the planning, design and construction of
properties of the Group are mainly carried out by in-house divisions. The Group has an in-
house project team which consist of an architect, project managers, technical managers,
resident engineers and clerks-of-works to conduct frequent checks or inspection on site. The
project team has handled many projects ranging from residential to commercial complexes.
The project team also carries out frequent checks or inspections with external consultant-
architects and other consultants for all its on-going projects. Such checking or inspections are
to ensure that the quality of workmanship, materials, finishes of the products have met the
necessary standards.

Source and Availability of Raw Materials

The raw materials used for the construction projects are part of the services provided by the
contractors, as stipulated in the construction contract. As such, the MGDB Group is very
unlikely to be exposed to any shortages or fluctuation in raw material prices, as the terms and
conditions of the raw material prices have been determined upfront, via the construction
contracts.

Furthermore, the Group has many suppliers and contractors or subcontractors and do not

depend on any single supplier or contractor to complete its development projects. Tenders are
carried out on an open-tender system to ensure cost competitiveness.
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4.10

4,11

Pricing Strategy

The Group’s pricing strategy is focused on affordability or “value for money”. Thorough
project and market feasibility studies are carried out before the acquisition of land is
undettaken. This will assist in determining the type of properties to be constructed. Besides
this, registration exercises will also be carried out a few months before the official sales
launch, with all types of proposed properties and estimated price range being indicated in the
registration form. This will assist the Group to gauge the response from the registration
exercise, However, the selling price will normally be adjusted and finalised to suit the
prevailing market conditions during the launch. The Group’s projects to be launched in the
near future are mainly priced below RM250,000,

Strategic Location

The success of a property development company is very much dependent on the quantity and
quality of its fand bank in order to sustain its fiture profitability. Currently, the MGDB Group
have landbank at a strategic location in Simpang Ampat, Seberang Perai and in populated
areas in Petaling Jaya, Cheras and Selayang for future development. The landbank in
Selayang which is approximately 7 acres is located adjacent to the Selayang Wholesale
Market along Jalan Ipoh while the Cheras landbank which is approximately 21 acres is
located approximately 13.6 km (8 !4 miles) from Kuala Lumpur City Centre, along Jalan
Cheras. Both the properties are situated in established locations close to public facilities such
as schools, markets, hospitals and shopping malls.

The existing landbank in Seberang Perai of 931 acres has a read frontage onto Jalan Tasek,
off the eastern side of Butterworth — Ipoh main trunk road near the town of Simpang Ampat,
It can be assessed from the Butterworth — Ipoh main trunk road or from the North—South
Highway via Bukit Tambun interchange which is about 10 —15 minutes drive from the Penang
Bridge.

Additionally, MGDB Group has a landbank of approximately 10 acres in Dataran Prima,
Mukim of Sungai Buloh, Daerah Petaling.

Marketing Strategy

The Group has put great emphasis on the research activities (i.¢ feasibility studies) which will
enable the Group to identify the type of development in demand which in turn make the
marketing effort more fruitful and innovative marketing strategies such as offering innovative
features and designs to their product at competitive prices.

The Group did not encounter difficulties in marketing its commercial and residential
properties. Most of the sales were promoted through advertisements, promotional launches
and some personal intreductions.

The marketing team of Taman Eagenda Mas focuses on the innovative features of the
townhouses, i.e, separate individual driveways and entry for every level, private car parks and
no monthly maintenance fee charges. All of these features are comparable to the single storey
terrace houses which are normaily priced higher. However, the said Taman Lagenda Mas
townhouses have an additional feature which is not found in the normal single storey terrace
house, i.e. they have a balcony view for second and third floor units. As Taman Lagenda Mas
townhouses concept is unique and different from others, a show unit will also be built at the
project’s site for prospective buyer’s viewing. In addition to the above, a show unit will also
be built at the Dataran Prima and Villa Lagenda project’s site for prospective buyers’ viewing.
This is part of the Group's marketing strategy to promote its larger than average size
condominium units that will be sold at aftractive prices.
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The marketing approach for BTM is to continue to take advantage of the present low interest
rates, higher end financing loan margins and strong demand of landed houses below
RM100,000 for single story terrace houses and below RM 150,000 for double storey terrace
houses while building up the size of population in the township. As such the management of
the Group has adopted a competitive pricing strategy as an indication of the effectiveness.
Phases 1 and 2 with certificate of Fitness for Occupation was recently transacted at prices
between RMB0,000 to RM90,000 giving an appreciation of approximately 5% to 20% over
the launching price range of RM65,000 to RM75,000 even through the period of economic
downturn. Phase 3 was transacted at prices between RM93,000 to RM98,000, giving an
appreciation of approximately 13% to 19% over the launching price range of RM79,900 o
RM384,800.

Government Legislation, Policies and Incentives

Among the government legislation, policies and incentives provided is the Malaysian
Construction Industry Development Board Act 1994, the Housing Developers (Control and
Licensing) Act 1966 (Revised 1973), Housing Developers {(Control and Licensing)
Regulations 1989 and Housing Developers (Housing Development Account) Regulations
1991. These Acts are responsible for regulating and improving the industry by means of
providing consultancy, quality accreditation, research and development, promoting usage of
high technology as well as manpower training services.

The government regulations and controls in the property development industry are principally
in the broad sense to achieve the aspirations of the New Economic Policy of equitable
distribution of income and the ownership of homes by the populations in general through
provisions of affordable housing as well as to control and protect individual consumers by
setting the minimum standard to the property development industry.

The other govemnment legislations, policies and incentives that will affect the property
industry are as follows:-

a) Bank Negara Malaysia’s Guidelines On Financing Development of Properties

Banking institutions are not allowed to finance the development of commercial
properties and projects involving shophouses priced above RM230,000 each, not
located within residential areas.

b) Before the Local Council approves a new proposed housing development with the
land size measuring more than 5 acres, irrespective of the land cost, the developers
have to abide by the following rules:-

a} 20% of the units must be Low Cost {i.e below RM42 000);
b} 10% of the units must be Low Medium Cost (i.e below RM 72,000); and
c) 10% of the units must be Medium Cost {i.e below RM100,000).

This has indirectly resulted in developers pricing their properties at a higher price for
the balance 60% of the same proposed housing project. This is to subsidise the
shortfall between the selling price and costs of the abovementioned properties.
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4.14

Industry Players and Competition

Among the major players in the property sector, listed on the KLSE are Selangor Properties
Berhad, Merge Housing Berhad, Sime UEP Properties Berhad, MK Land Holdings Berhad,
Glomac Berhad and IGB Corporation Berhad.

The success of a market player in this sector is largely dependent on the large and strategic
land banks and the product type or mix of a company which possess a good concept in their
development projects.

As a result of the intense competition in the property sector, MGDB Group remains
competitive by focusing on acquiring strategic land banks and performing thorough market
research to determine the right property mix for its development projects. Additionally, before
the launch of any development projects, surveys will be conditcted to ensuve that the pricing
tagged to its properties are competitive and affordable to its target customers.

Major Suppliers

MGDB Group’s major suppliers are essentially its contractors. The following are the Group’s
targest contractors {above RM23 million of the aggregate total contract sum):-

Suppliers © . "Nature of Business Commencement
o of Relationship
{Years}
Pembinaan Hasfas Construction and 1957 924
Sdn Berhad* Building Contractor
Bina Goodyear Construction and 1957 82.1
Berhad* Building Contractor
Suakaya-Mega Sdn Construction and 2000 528
Berhad Building Contractor
B(G Builders Sdn Construction and 2001 40.8
Berhad Building Contractor
Glomac-Bina Sdn Construction and 1997 277
Berhad Building Contractor
* Please refer to Section 7.1 for details on the related parry fransactions

However, MGDB Group is not dependent on any one main contractor due to the following:-

)] Contracts are awarded to more than one qualified and reputable contractor on “parcel
to parcel” basis. This will enable the Quality Control Department to check their work
progress and the quality of performance, and to decide on the continuance of their
service for the following parcel or project.

i) All tenders are awarded based on open syster:.

iii} Tenders are invited based on price competitiveness vis-d-vis experience, track record
and qualification basis.
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Industry Overview

The new principal activities of MGDB will be investment holding and property development,
Therefore, the prospects of the Group are inherently linked to private and corporate
consumption and investment spending which is largely determined by the Malaysia’s
economy outlook.

Overview and Prospects of the Malaysian Economy
Economic Outlook For 2002

The performance of the Malaysian economy in 2001 has been adversely affected by the greater
than expected slowdown in the world economy, particularly in the United States (“US™), as
well as the continuing weak performance of the Japanese economy. The recent attack on the
US has led to greater uncertainties with respect to the severity and duration of the recovery in
the US. There are concerns on the risks of the US economy entering into recession and its
contagion on other industrialised and developing economies. In light of the more difficult
environment, real GDP growth of the Malaysian economy is projected to grow by 1% to 2%
for 2001. Following the lower growth in nominal value, Gross National Product (“GNP™) of
1.8%, GNP per capita is forecast to be somewhat lower at RM13,333. In terms of purchasing
power parity, however, per capita income is expected to increase by 1.3% to USD8,944 after
taking into account lower domestic inflation.

{Source: Eronomic Report 2001/2002)

The outlook of the external sector in 2002 remains uncertain, particularly in the light of the
aftermath of the attack on the US. While it is generally viewed that the US may avoid a
recession, the recovery would be delayed with an upturn taking place gradually in the later
part of 2002, The prospect for a growth in Japan continues to be discouraging, with the
economy not expected to witness a rapid growth, Given the weaker performance of the US
and Japan, world growth has subsequently been revised downwards to 2.6% with the GDP
growth for the major industrialised countries decelerating to t.3%.

Taking cognisance of the uncertainties in the external environment, growth for the Malaysian
economy will continue to be spearheaded by domestic activities. In this regard, the
Government will continue to adopt an expansionary fiscal policy to further strengthen
domestic demand to generate growth. At the same time, to increase business confidence and
commitment, the Government will ensure a more conducive business environment for the
private sector’s expansion and initiatives.

The Malaysian economy is forecast to grow by 4-5% in 2002, led by stronger performances in
the manufacturing and services sectors. The recovery in globai electronics demand will
contribute towards growth in the manufacturing sector while the pace of expansion in the
services sector will be driven by higher economic activities and the Government fiscal
stimuius.

{Source: Fconowmic Report 2001/2002)

Sectoral Output Outlook

In view of the external economic condition and the forecasted Malaysian economic growth of
1% to 2% for the year 2001, all sectors of the Malaysian economy are expected to be affected
by the slower growth in the economy, The steep decline in value added of the manufacturing
sector has, however, 10 some extend been offset by the better performance from agriculture,
construction and services sector. The services sector has provided the lead in the growth of the
economy on account of better performance of government services and other sub-sector
services. In construction sector, fiscal stimulus efforts by the Government, particularly for
infrastructure projects coupled with the construction of low and medium cost residential
houses, have contributed towards its higher growth. In the agriculture sector, the higher output
from palm oil has resulted in higher rate of growth for the sector.

{Source: Economic Report 2001/2002)
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Property Sector

The Malaysian property market entered the year 2001 equipped with specific measures to
strengthen the industry, as provided for in the Budget 2001 to cushion the weakening market
dominated with high overhang in the residential, shops and industrial sector in addition to the
high vacancy rates in the purpose built offices and shopping complexes. Among the measures
were the lowering of the ceiling rate of ad-valorem stamp duty on property transfers from 4% to
3%.

The Employee Provident Fund has relaxed its policies to allow contributors to make withdrawals
towards the purchase of a second house. The government introduced a similar measure by
increasing the housing loan eligibility and permitted public sector employees to utilise the
balance of their loan eligibility for a second house. The financial institutions, on the other hand,
continued to provide attractive housing loan packages.

{Sowurce: Property Market Report — Jan-Jun 2001)

It was observed that the measures were more focused on the residential sector but not the
property sector as a whole, which inevitably were affected by the general economy. On 27
March 2001, the Prime Minister announced pre-emptive measures dubbed as firm steps to run
wheels faster in response to the expected slowdown in the US economy. The measures were in
the form of increasing the fiscal stimulus, promoting consumption, reducing the property
overhang, continuing the accominedative monetary policy, promoting financing of small and
medium enterprises, promoting the services sector and maintaining the ringgit peg.

{Source: Property Market Report — Jan-Jun 2001)

The FIC has amended rules and guidelines pertaining to asset acquisition making it more
attractive and conducive. It included steps to expedite approvals by exempting acquisition by
citizens involving less than RM10 million {previously was RMS million} and exempting
acquisitions less than RM20 million by selective groups, but the parties need to inform FIC.
Rules on asset acquisition have also been relaxed for foreigners. Foreign manufacturers who
are exempted from obtaining manufacturing licenses by the MITI are allowed to purchase
industrial properties without local equity participation. Foreigners are allowed to own all types
of residential units, shops, office space and retail space worth above RM250,000 without local
equity participation. The properties, however, must be 50% completed when purchased and
the purchase can be financed locally. Further relaxation was extended under the Silver-Haired
Programme to allow foreigners to purchase residential units above RM150,000 in areas
designated for such a programme.

fSource: Property Market Report — Jan-Jun 2001}

The number of properties that remained unsold as at the end of the first half of 2001 decreased
significantly compared to the end of the preceding half. The total number of unsold properties,
that includes houses, shops and industries, felt from 62,051 units at the end of December 2000
to 46,315 units at the end of June 2001, showing a drop of 25.4%. Unsold residential units
recorded a substantial decrease of 31.4% or 16,145 units while unsold industrial properties
and retail shops continued to increase through marginally. The estimated value of unsold
residential units was reduced by 26.5% to RM4.86 billion when compared to the similar
period of the second half of 2000 while the value of shops units and industrial properties that
remained unsold increased by 5.8% and 20.9% respectively. The net difference between the
three sectors was a reduction of 14.3% over the second half of 2000.

{Source: Property Market Report — Jan-Jun 2001}
It is expected that there will be positive growth in the property market in the second half of
2001 with increases in the number of transactions. The residential sector is expected to

contribute to the growth to balance the expected decline in the commercial and industrial
sectors.

{Source: Property Market Report — Jan-Jun 2001}
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Residential Sub-sector

In 2000, the residential sector’s growth moderated to 8.8% and 18.3% in volume and value
respectively afier experiencing encouraging up-trends of 27.8% and 32.9% in volume and
value respectively in 1999. The current nationwide efforts to steer the market back to the pre-
crisis level through liberalized access to housing loans, home ownership drives and other
policy instruments produced some impacts in this sector.

(Source.: Property Market Report 2000)

The market consolidated in the first half of 2001. Transaction volume fetl by 9.5% in the first
half of 2001 compared to the preceding half but rose by 16.8% in the second half of 2000
compared to the first half of the same year. Value of transaction frended similarly in the same
period with a decrease of 12.1% and an increase of 19.7%. Nonetheless, activity in volume
and value was still higher in the first six months of 2001 compared with the corresponding
period of last year even after taking into account bulk sales of 1,633 units in the first half of
2001.

(Source: Property Market Report — Jan-Jun 2001}

Measures to strengthen the residential market introduced in the Budget 2001 and to a lesser
extent the fiscal pre-emptive measures anncunced on 27 March 2001 has kept the market
resilient, In terms of price range, the RM100,001 — RM130,000 bracket led with 18.2%
followed closely by the RMS30,001 — RM75,000 and RM75,001 — RM100,000 ranges with
17.3% and 17.2% respectively. These price ranges saw marginal growth of 0.6% -1.8% in the
share of transactions compared with the previous twe halves.

{Source. Property Market Report — Jan-Jun 2001)

A total of 30,666 residential units were launched in the second quarter of this year which
recorded an increase of 42.1% over the preceding quarter. Sales performance was better in the
current quarter with 59.0% of units sold compared to 53.0% for the last quarter.

(Source: Property Market Report - Jan-Jun 2001}
Retail Property

Market activity in the first half of 2001 recorded 7,359 transactions which was the lowest
since the first half of 1999. However, transaction value fluctuated mainly within a narrow
band of 1% to 2% in the same period to settle at RM3.20 billion in the first half of 2001.
Transaction volume and value that reduced in the first half of 2000 from the second half of
1999, went up by 5.3% and 1.9% respectively in the next half year before coming down by
13.1% and 1.7% respectively in the first of 2001. Although the number of transactions was
lower by 8.5% in the first half of 2001 compared to the corresponding half of last year,
transaction value was marginalty higher by 0.2%.

{Source: Property Market Report — Jan-Jun 2001)

The price range of RM250,001 — RMS500,000 was still the focus of demand except in the
states of Perak, Kedah and Terengganu. Properties within the range of RM150,001 —
RM200,000 were more popular in Perak by an extra 5% share of commercial fransactions.
The number of transactions fell in all the price ranges over the preceding half. The double
storey shophouses was still the most preferred type for all states except in Kelantan, where
vacant shop lots led in demand.

{Source: Property Market Report — Jan-Jun 2001)

The nationwide stock of shophouses, collected on a quarterly basis, was 246,959 units in the
second quarter of 2001 which included 1,798 completed units. An incoming supply of 22,674
units, that represented 9.2% of existing stock, was made up of 21,691 uvnits under construction
and 983 starts. Planned supply stood at 23,862 units or 9.7% of existing stock.

{Sowrce: Property Marketi Report — Jan-Jun 2001)
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Purpose-built Office

By the end of the first half of 2001, the total purpose-built office stock increased by 0.3% to
12,298,906 s.m. with the completion of 199,302 s.m. of office space over the last six months.
Most of the new supply was distributed in Kuala Lumpur and Selangor with a combined
68.2% followed by Pulau Pinang with 14.8% and Sarawak with 11.3%,

Overall occupancy rate was 78.7% with an occupied space of 9,677,559 s.m., Kuala Lumpur
accounted for more than half of vacant office space. The relocation of government
departments in the city to Putrajaya in stages is expected to impact negatively upon the
vacancy situation in Kuala Lumpur in the short term. A fresh supply of office space
representing 7.4% of the supply in Kuala Lumpur will likely be completed in the immediate
future, thereby aggravating the oversupply at hand. Low take up rates for newly completed
buildings further burdener the market.

(Source: Property Market Report — Jan-Jun 2001)

By the end of the first half of 2001, total purpose-built office stock nationwide stood at
12,298,906 sm of which 1.6% represented newly completed stock of 199,302 s.m.. The stock
represented both private and government owned office space. Starts were 31,266 s.m. or 0.3%
of existing stock. An incoming supply of 2,750,568 s.m. will add another 22.4% to existing
stock upon completion. Total planned supply stood at 2,067,404 s.m. and represented 16.8%
of existing supply. Of the total space under conmstruction, Kuvala Lumpur alone made up
1,711,488 s.m. or 62.2%. Looking at the low absorpticn rate for new completion and the high
vacancy, the prospects appear less than rosy for occupancy levels in Kuala Lumpur.

{Source: Property Market Report — Jan-Jun 2001)
Froperty Sector Prospects

The prospects for the property industry in the medium term is expected to be favourable
owing to the following factors :-

fir) Growth in population

For the period 1980 to 1995, the population of Malaysia increased at an average
annuat rate of 2.7% from 13.88 million to 20.69 tnillion to reach 23.27 million in
2000. For the period 2000 to 2003, the Government had projected that the Malaysian
popuiation would increase at a rate of 2.3 per cent to reach 26.04 million by 2005

(Table 1).
Table 1 : Population in Malaysia
1995 2000 2005
Population (*ntillion) 20.68 23.27 26.04

{Source : Eighth Malaysia Plan 2000-2003)

As the Malaysian population continues to grow, demand for properties is expected to
increase naturaily over time.
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(b) Increasing rate of urbanization

The greater economic opportunities available in urban centres has attracted in-
migration of population resulting in an increasing concentration of population in
these centres. As a result, the urbanization rate increased from 55.1% in 1995 to
61.8% in 2000. It is expected about 66.9% of the total population will reside in urban
areas by the year 20035 (Table 2).

Table 2 : Urbanization Rate in Malaysia =
1995 2000 2005

Urbanization Rate (%) 55.1 61.8 66.9

The urban population earned higher incomes, due to the expansion of urban
economic activities.

fSowrce : Eighth Malaysia Plan 2000-2003)

The increasing rate of urbanization is expected to create higher demand for
residential as well as certain type of commercial properties.

{c) Employment

The employment is expected to grow at an average rate of 3.3 per cent per annum in
the less developed states and 3.1 per cent per annum in the more developed states for
2001 to 2005. Among the less developed states. Sabah and Sarawak are expected to
register a high growth in employment, arising from the expansion of downstream
activities in the petroleum, agro-based and wood based indusiries. The better
employment prospects is expected to create higher demand for residential as well as
certain type of commercial properties as the population.

{Source . Eighth Malaysia Plan 2000-2003)

Future Plans Of MGDB Group

Led by En. Harun bin Haji Faudzar as the Executive Chairman, Mr Edmond Hoyt Yung as the
Managing Director and supported by an experienced management team, MGDB is expected to
enjoy synergistic benefits of operational effectiveness and efficiency at present and in all
future undertakings.

Based on the present property market sentiments, MGDB Group will concentrate on taking
advantage of low interest rates, demand for quality residential properties below RM250,000
while tapping on the middle income market group.

Backed by reputation built upon long standing record of quality developments spanning from
Subang Jaya in the 197(0's, Subang Perdana, Dataran Prima and BTM, MGDB Group will be
well placed to experiment and promote innovative property designs and marketing
programmes with confidence in market acceptance.

In the Northern Region, MGDB will concentrate on the development of BTM into an
integrated township with a garden lifestyle living concept. This is intended to complement the
needs of industrial parks in the region of Seberang Perai, in the areas of accommodation and
commerce.
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In the Central Region, particularly the Klang Valley, MGDB Group will continue with what it
has established over these years, i.e. being a developer in residential and commercial projects.
Ameong the projects currently being undertaken by the MGDB Group in Klang Valtey includes
the development in Selayang which is known as Villa Lagenda Condominiums comprising
304 units of medium to high cost condominiums and the development in Cheras which is
known as Taman Lagenda Mas, Cheras which comprises a mixed housing scheme comprising
665 units of various types of residential properties., The MGDB Group is also presently
working on the development of 210 units of walk-up low cost apartments in Selayang.

The other future plans of the MGDB Group includes:-

a} Expanding its landbank in the Klang Valley, in the Northern Region including
Penang Island and if opportunities arise, even in the Scuthern Region;

b} Look for opportunities in joint ventures with land owners to develop viable projects;
and

c) Project rehabilitation.

[The rest of this page is intentionally left blank]
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