[ Company No: 575543-X |

4, INFORMATION ON THE MRB GROUP
4.1 BACKGROUND
4.1.1 Incorporation

MRB was incorporated as a private limited company in Malaysia under the
Companies Act, 1965 on 30 March 2002 as Minetech Resources Sdn Bhd. The
Company was converted into a public limited company on 12 May 2004. MRB is
principally an investment holding company. The Company commenced its

operaticns on 1 January 2005.

The principal activities of MRB's subsidiary companies are as follows:-

Name Date and Place Issued and Equity  Principal Activities
of Incorporation paid-up Interest
share capital
{RM) %
Subsidiary Companies
AT 21.07.1589/ 1,000,000 100.0 Provision of specialised civil
Malaysia engineering services and rental of
machinery
DIS 07.01.1994/ 400,000 100.0  Trading of industial machinery
Malaysia spare parts
KsC 05.03.1984/ 1,000,000 100.0 Provision of tumkey and specialised
Malaysia quarry services including drilling and
blasting, Joading and hauling, rock
crushing, loading of finished
aggregates and rental of machinery
SM 03.09.2003/ 2 100.0 Property investment holding
Malaysia
™ 28.03.1996/ 2 100.0 Sales and marketing of aggregates
Malaysia
TP 09.05.2002/ 2 100.0 Manufacturing and trading of premix
Malaysia products
DKSC 25.03.2005/ 100 100.0 Sales and marketing of aggregates
Malaysia
4.1.2 Share Capital And Changes In Share Capital

The present authorised share capital of MRB is RM100,000,000 comprising

100,000,000 Shares.

Details of the changes in the issued and paid-up share capital of the Company

since its incorporation are as follows:

Date of No. Of Par Consideration Total Issued

Allotment Ordinary Value And Paid-up
Shares Share Capital
Allotted  (RM} {RM)

30.03.2002 2 1.00  Subscribers' shares 2

01.01.2005 44,999,998 1.00 Shares issued pursuant 45,000,000

to the Acquisitions

To be issued 10,000,000 1.00  Public Issue 55,000,000

pursuant to the

Listing of MRB
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41.3 Listing Scheme

In conjunction with, and as an integral part of the listing and quctation for the
entire issued and paid-up share capital of MRB on the Second Board of
Bursa Securities, the Company undertook a listing scheme which involved
the following exercises:-

(a)

The Acquisitions

In conjunction with and as an integral part of the listing and quotation
for the entire issued and paid-up share capital of MRB on the
Second Board of Bursa Securities, the Company undertcok the
following acquisitions:-

(i)

Acquisition of AT

On 15 June 2004, MRB had entered into a conditional share
sale agreement whereby MRB acquired the entire issued and
paid-up share capital of AT comprising 1,000,000 Shares
from its existing shareholders for a purchase consideration of
RM10,546,173 based on its adjusted audited NTA as at 31
December 2003 of RM10,546,173 after taking into account
the payment of interim dividend amounting to RM578,000
(net of tax) paid on 21 May 2004. The purchase
consideration of RM10,546,173 is to be satisfied by the
issuance of 10,546,173 Shares in MRB at an issue price of
RM1.00 per Share as follows:-

Shareholders No. of % Purchase No. of MRB

shares | interest | Consideration Shares
held in AT in AT RM issued

Choy Sen @ Chin 387,100 387 4,082,424 4,082,424
Kim Sang

Low Cheon Lan 120,000 12.0 1,265,541 1,265,541

Datin Norhaliza Bt 492,800 493 5,198,208 5,198,208
Abdullah

Total 1,000,000 100.0 10,546,173 10,546,173

The Acquisition on AT was completed on 1 January 2005.

[The rest of this page is intentionally left blank]

31




[ Company No: 575543-X |

4.

INFORMATION ON THE MRB GROUP (Cont'd)

(i)

Acquisition of DIS

On 15 June 2004, had entered into a conditional share sale
agreement whereby MRB acquired the entire issued and
paid-up share capital of DIS comprising 400,000 Shares from
its existing shareholders for a purchase consideration of
RM1,044,379 based on its adjusted audited NTA as at 31
December 2003 of RM1,044,378 after taking into account the
payment of interim dividend amounting to RM504,000 (net of
tax) paid on 30 April 2004. The purchase consideration of
RM1,044,379 is to be satisfied by the issuance of 1,044,379
Shares in MRB at an issue price of BM1.00 per Share as

follows:-

Shareholders No. of Yo Purchase No. of MRB
shares | interest | Consideration Shares
held in DIS in DIB AM issued
Choy Sen @ Chin 100,000 25.0 261,095 261,085

Kim Sang
Low Choon Yen 275,000 68.7 718,010 718,010
Mooci Weng Wah 25,000 £.3 65,274 65,274
Total 400,000 100.0 1,044,379 1,044,379

The Acquisition on DIS was compteted on 1 January 2005,

{iii) Acquisition of KSC
On 15 June 2004, MRB had entered into a conditional share
sale agreement whereby MRB acquired the entire issued and
paid-up share capital of KSC comprising 1,000,000 Shares
from its existing shareholders for a purchase consideration of
RM31,716,626 based on its audited NTA as at 31 December
2003 of RM31,716,626. The purchase consideration of
RM31,716,626 is to be satisfied by the issuance of
31,716,626 Shares in MRB at an issue price of RM1.00 per
Share as follows:-
Shareholders No. of % Purchase | No. ot MRB
shares held | interest | Consideration Shares
in KSC | in KSC AM issued
Choy Sen @ Chin 496,868 497 15,758,877 | 15,758,977
Kim Sang
Low Choon Lan 135,002 13.5 4,281,808 4,281,808
Dato’ Shamsudin Bin 5,000 0.5 158,583 158,583
Mohd Dubi
Datin Norhaliza Bt 5,000 0.5 158,583 158,583
Abdullah
Kerjaya E-Khidmat 95,000 95 3,013,079 3,013,079
Sdn 8hd
Dato’ Hajt Wan Zaki 175,420 17.5 5,563,731 5,563,731
Bin Haji Wan Muda
Ramelle Ashram Bin 87,710 8.8 2,781,865 2,781,865
Tan 5ri Ramli
Taotal 1,000,000 100.0 31,716,626 | 31,716,626
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(iv)

The Acquisition on KSC was completed on 1 January 2005.
Acquisition of SM

On 15 June 2004, MRB had entered intc a conditional share
sale agreement whereby MRB acquired the entire issued and
paid-up share capital of SM comprising 2 Shares from its
existing shareholders for a purchase consideration of RM2
based on its audited NTL as at 31 December 2003 of
RM2,848. The purchase consideration of RM2 is to be
satlisfied by the issuance of 2 Shares in MRB at an issue
price of RM1.00 per Share as follows:-

Shareholders No. of % Purchase | No. of MRB

shares interest | Consideration Shares

held in SM in SM RM issued

Choy Sen @ Chin 1 50.0 1 1
Kim Sang

Loh Yee Kwan 1 50.0 i 1

Total 2 100.0 2 2

(v}

The Acquisition on SM was completed on 1 January 2005.
Acquisition of TM

On 15 June 2004, MRB had entered into a conditional share
sale agreement whereby MRB acquired the entire issued and
paid-up share capital of TM comprising 2 Shares from its
existing shareholders for a purchase consideration of
RM1,054,406 based on iis adjusted audited NTA as at 3t
December 2003 of RM1,054,406 after taking into account
the payment of interim dividend amounting to RM432,000
{net of tax) paid on 30 April 2004. The purchase
consideration of RM1,054,406 is to be satisfied by the
issuance of 1,054,406 Shares in MRB at an issue price of
RM1.00 per Share as follows:-

Shareholders No. of % Purchase No. of MRB

shares | interest | Consideration Shares
held in TM inTM RM issued

Choy Sen @ Chin 1 50.0 527,203 527,203
Kim Sang

Low Choon Lan i 50.0 527,203 527,203

Total 2 100.0 1,064,406 1,054,406

The Acquisition on TM was completed on 1 January 2005.
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(b}

(vi)

Acquisition of TP

On 15 June 2004, MRB had entered into a conditional share
sate agreement whereby MRB acquired the entire issued and
paid-up share capital of TP comprising 2 Shares from its
existing shareholders for a purchase consideration of
RME38,412 based on its audited NTA as at 31 December
2003 of RM638,412. The purchase consideration of
RME38,412 is to be satisfied by the issuance of 638,412
Shares in MRB at an issue price of RM1.00 per Share as
follows:-

Sharehclders No. of % Purchase No. of MRB
shares | interest | Consideration Shares

held in TP in TP RM issued

Choo Kang Ngee 1 50.0 318,206 318,206
Loh Yee Kwan 1 50.0 318,208 319,206
Total 2 100.0 638,412 638,412

The Acquisition on TP was completed on 1 January 2005.

The new MRB Shares issued by MRB for the Acquisitions shall rank
pari passu in all respects with the other existing issued and paid-up
ordinary shares of the Company including voting rights and rights to
all dividends and distributions that may be declared subsequent to
the daie of allotment thereof.

Public Issue

The Public Issue of 10,000,000 Shares at an PO Price of RM1.30
are payable in full on application upon such terms and conditions as
set out in this Prospectus and will be allocated and allotted in the
following manner: -

(¥

(i)

Malaysian Public

5,000,000 Public Issue Shares will be made available for
applicaticn by Malaysian citizens, companies, societies, co-
operatives and institutions, of which at feast 30% is to be set
aside strictly for Bumipuiera individuals, companies,
societies, co-cperatives and institutions.

Eligible Employees and Directors of the Group

3,000,000 Public Issue Shares wili be reserved for the 183
eligible employees and 5 Directors of the Group.

These shares have been allocated to the eligible employees
and Directors of the Group based on the following criteria as
approved by the Company’s Board of Directors:-

(a) At least eighteen (18) years old;

(a) Job position;

b} Length of service; and

{c) Non-Malaysian citizens are not eligible.
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Details of the Directors’ employees’ pink form allocation are

as follows: -
Name of Directors Designation Pink Form
Allocation
Choy Sen @& Chin Kim | Executive Chairman 300,000
Sang
Loh Yee Kwan Group Deputy 100,000
Managing Director
Low Choon Lan Executive Director 130,000
Low Choon Yen Executive Director 80,000
Choo Kang Ngee Executive Director® 80,000
Note:-
4 Executive directors of subsidiary companies of the Group
{iii) Placees

2,000,000 Public Issue Shares are reserved for private
placement to potential investors (who are deemed public).

{c) Offer For Sale

The Offer For Sale of 4,600,000 Shares at an 1PQO price of RM1.30
are payable in full on application upon such terms and conditions as
set out in this Prospectus and will be allocated and allotted via private
placement to potential investors {(who are deemed public}.

In summary, the IPO Shares will be allocated and aliotted in the following
manner; -

Public Issue Offer Total
Shares Shares IPQ Shares
Malaysian public 5,000,000 - 5,000,000
Eiigible employees and Directors of 3,000,000 - 3,000,000
the Group
Placees 2,000,000 4,600,000 6,600,000
Total 10,000,000 4,600,000 14,600,000

All the IPO Shares available for application by the Malaysian public and the eligible
employees and Directors of the Group have bheen fully underwritten. The IPO
Shares available for application by identffied placees are not underwritten. The
Placement Agent has received irrevocable undertakings from the identified placees
1o take up the IPQ Shares available for application under the private placement.

Any IPO Shares which are nct taken up by eligible employees and/or Directors of
the Group will be made available for application by the Malaysian pubfic and/or
identified placees via private placement. Any remaining IPQ Share not subscribed
for will be made available for subscription by the underwriters in the proportion
specified in the Underwriting Agreement dated 18 April 2005,

In the event of an under-subscription of the Malaysian public portion of the IPO
Shares, the unsubscribed portion will be made available 1o identified placees via
private placement if the private placement is oversubscribed and vice versa. Any
remaining (PO Share not subscribed for will be made available for subscription by
the underwriters in the proportion specified in the Underwriting Agreement dated
18 April 2005,
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4.2 BUSINESS

4.2.1 Group Structure

An overview of the MRB Group’s corporate structure is set out as below:-

' MRB |
l100% lTOO% rOO% wOO% i1 00% l100% 1100%
‘AT|!DIS|IKSC|ISMIITM|ITP|'DKSC|
422

Types of Products and/or Services

The Group’s business activities are as follows:-

= the provision of turnkey quarry operation services;

« the provision of specialised services for the quarrying industry and civil
engineering works;

s sales and marketing of aggregates;

« manufacturing and trading of premix products; and

= trading of industrial machinery spare parts and rental of machinery.

(a) Provision of Turnkey Quarry Operation Services

Turnkey quarry operation services include all the activities that are
focused on the production of aggregates which include the following:-

« rock drilling and blasting for the excavation of rocks;

+ loading of rocks to dumpers for transportation to the crushing plant;

+ rock crushing and screening of rocks to produce different sizes of
aggregates; and

+ loading of finished aggregates onto customers’ lorries.

The Group’s turnkey quarry operation services are undertaken by its
wholly-owned subsidiary company, KSC. Since its commenced
business, KSC has undertaken turnkey quarry operation service
contracts worth approximately RM234.6 milion. As at 31 May 2005,
KSC is operating fourteen (14) turnkey quarry operation services located
at various states in Peninsular Malaysia. For the financial year ended 31
December 2004, its production output amounted to approximately 7.9
million tonnes.

With the exception of three (3} quarry sites which are located in the
Selangor, Perak and Terengganu respectively, the output from each
guarry site on which KSC provides its turnkey quarry operation services
is purchased by the respective quarry owner. KSC has the exclusive
right to extract and sell quarry products from these three (3) quarry sites.
Almost all of the output from two (2) out of these three {3) quarry sites,
being Selangor and Perak, were, for the financial year ended 31
December 2004, sold to MRB’'s other wholly-owned subsidiary
companies, TM and TP. As for the quarry site in Terengganu, it has
commenced operations in May 2005. The output from the quarry site in
Terengganu is currently sold to DKSC. Both TM and TP are engaged in
the trading of quarry products and in the manufacturing and trading of
premix products for infrastructure works respectively.
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The Group also supplies crushing plants at the quarry owner’s site for
the production of aggregates. In tefal, the Group has 6 sets of
crusher plants comprising 17 crusher units, of which 2 sets are
mobile for ease and speed of setting-up the plant at the quarry site.
The main advantage of a mobile crusher plant is that it takes
approximately 1 week to set-up compared to 4-6 months for a fixed
crusher plant. This enables the Group to commence production of
aggregates almost immediately on the quarry site of which two of
them incorporate sales and marketing of aggregates.

The following is a list of quarry sites which, as at 31 May 2005, KSC

currently provides turnkey quarry operation services for:-

Customer

Location of Quarry Site

Tanming Quarry Sdn Bhd

Tanming Quarry, Mukim Tanjung Duabelas,
Daerah Kuala Langat, Selangor

Sg. Jan Kuari Sdn Bhd

8g. Jan Quarry, Mukim Tembeling, Jerantut,
Pahang

Kuari 8g. Perangin Sdn
Bhd

Sg. Perangin Quarry, Mukim Hulu Bernam,
Daerah Batang Padang, Perak

Narajaya Sdn Bhd

Project Quarry at Bandar Mahkota Cheras,
Mukim Hulu Langat, Daerah Hulu Langat,
Selangor

Bhd

Jaksa Quarry Sdn Bhd Jaksa Quarry, Mukim Labu, Daerah
Seremban, Negeri Sembilan
Nusa Potensi Quarry Sdn | Nusa Potensi Quarry, Mukim Singkir,

Daerah Yan, Kedah

Batu Tiga Quarry Sdn
Bhd

Penanti | Quarry, Mukim 20, Daerah
Seberang Perai Tengah, Pulau Pinang

Batu Tiga Quarry Sdn
Bhd

Penanti Il Quarry, Mukim 20, Daerzh
Seberang Perai Tengah, Pulau Pinang

Batu Tiga Quarry Sdn
Bhd

Berapit Quarry, Mukim 17, Berapit, Daerah
Seberang Perai Tengah, , Pulau Pinang

Kenneison Quarries Sdn
Bhd

Kenneison Quarry, Mukim Huly Langat,
Daerah Hulu Langat, Selangor

Lateral Development Sdn
Bhd

Lean Seng Chan Quarry, Mukim 12, Dearah
Seberang Prai Tengah, Pulau Pinang

Laterai Development Sdn
Bhd

Romila Jaya Quarry, Mukim Labu, Daerah
Seremban

Diman Kuari Sdn Bhd

Diman Quarry, Mukim Penghulu Diman,
Daerah Kuala Terengganu

Anekon Porcelain
Distributions (M) Sdn Bhd

Grik Quarry, Taman Desa Mutiara, Gerik,
Perak
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(b}

(c}

The Provision of Specialised Services for the Quarrying Industry
and Civil Engineering Works

The provision of specialised services refers to the provision of one or
more of the abovementioned services provided by the Group in the
capacity of a provider of turnkey quarry operation services, These
activities are performed again by KSC and also by MRB's cther
wholly-owned subsidiary company, AT. KSC provides these
specialised services to the guarrying industry whereas AT provides
the same for specialised civil engineering works.

Insofar as the provision of specialised services for civil engineering
works is concerned, AT has provided its specialised services to both
housing and road infrastructure developments. The type of
speciatised services provided by AT represent varianis of the same
services provided by KSC in the quarrying industry. For example, AT
does also provide drilling and blasting services. However, compared
to drilling and blasting in the guarrying industry, drilling and blasting
for civil engineering works often requires controlled blasting to
minimise the potential damage to existing structures in the immediate
vicinity.

Since its commenced business operations, AT has secured contracts
for its specialised services amounting to approximately RM135
million. Some of the more notable specialised civil engineering works
undertaken by AT in the past include the following:-

» New Klang Valley Expressway at Bukit Lanjan Interchange and
Damansara-Sungai Buloch section {driliing and blasting works),

« Nonh-South Expressway at the Geopeng-Gua Tempurong and
Alor Pongsu-Bukit Merah sections (drilling and blasting works),

« Kuala Lumpur International Airport at Hill 33 and Satellite
Building (rock excavation works);

+ Bandar Sunway Water Theme Park (drilling and blasting works),

+ Nilai New Town {rock excavation works),

B15 highway project between Putrajaya and Cyberjaya {rock

excavation works),

Nilai Spring Golf Resert (rock excavation works);

Emville Golf Course & Resont (rock excavation works),

Mutiara Damansara (earthworks and rock excavation works);

Saujana Puchong (earthworks and rock excavation works};

Bandar Baru Batu Arang {rock excavation works);

Damansara Perdana {civil engineering works), and

Kajang Traffic Dispersal Ring Road (earthworks, rock excavation

and biasting works)

To-date, the Group has successfully completed over 42 specialised
civil engineering works undertaken mainly through its subsidiary
company, AT.

Sales and Marketing of Aggregates

The Group’s sales and marketing of aggregates is currently
undertaken by the Group’s wholly-owned subsidiary companies, T™
and DKSC. This represents a value-adding downstream business
activity for the Group given its many years of experience in the
quarrying industry. As mentioned, almost all of TM's and DKSC’s
aggregate supply is sourced from quarry sites at which KSC provides
turnkey quarry operation services.
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The types of aggregates sold and marketed by the Group are as

follows:-
Type of Size of
Aggregates Aggregates Usage and Applications

Crusher run | 2 inches and below | Base material for road construction
and sometimes used as filier.

Aggregate % inch, 3/8, 1inch | Base material used in concrete,

and 1.5 inches mortar, roadstone and  asphait
premix.
Armour 1 foot {o 6 feet Used for reclamation and break water
Block works
Quarry Dust | Dust form Base material for Premix Products,
used as a filler and substitute for
sand
Quarry By-Product of Base material for housing platform,
Waste quarrying used as a filler and substitute for
sand
Ballast 2 inch by 3 inch Coarse stone or gravel laid to form a

bed in railway track construction

Stone 2 inch by 3 inch Used in the filling of stone columns o
Column increase the tolerance of stress and
liquefaction of subsurtace soils

6 by 9 Block | 6 inch by 9 inch Used for rubble retaining and
drainage walls

{Source: Business Overview of Minetech Resources Berhad, Vilal Factor Consulting)
The consumers of these aggregates are domestic and the
applications for these aggregates include the development and

maintenance of road infrastructure, the building and construction
industry and in railway infrastructure development and maintenance.

[The rest of this page is intentionally left blank]
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(d)

(e)

Manufacturing and Trading of Premix Products

TP, a wholly-owned subsidiary company of MRB, is the company
currently undertaking the manufacturing and trading of premix
products. The primary preduct currently being manutactured by TP
are as foliows:-

s+ Asphaltic Concrete Binder Coarse

« Asphaltic Concrete Wearing Coarse

» Bituminous Macadam Binder Coarse

» Bituminous Macadam Wearing Coarse

The Group has a manufacturing plant that blends different sizes of
aggregates with a pre-determined amount of bitumen and filler or
cement for asphalt premix production. The premix products are sold
to the local market.

This premix plant is located at Sungai Perangin Quarry, Tanjong
Malim, Perak.

This premix pltant is currently owned by AT and it has a production
capacity of 400,000 metric tonnes per year.

The premix products manufactured by TP are used primarily for road
construction and maintenance.

Trading of Industrial Machinery Spare Parts and Rental of
Machinery

The trading of machinery spare parts is currently being undertaken
by MRB's other wholly-owned subsidiary, DIS. These machinery
spare parls are for quarry and construction related machineries.
Whilst DIS does previde the other companies within the Group with
machinery spare parts for their respective operations, DIS does also
supply to third parties. For the financial year ended 31 December
2004, approximately 6% of its revenue was derived from the supply
of machinery spare parts to third parties.

Other than providing turnkey quarry operation services, KSC and AT
do also engage in the rental of its machinery to the quarry and
construction industry. Customers that typically rent its machinery are
engaged in guarry and construction related activities and the rental
pericds undertaken for such machinery are on a monthly basis.

[The rest of this page is intentionally left blank]
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423 Manufacturing processes

(a)

Provision of Turnkey Quarry Operation Services

A quarry cperation can be segregated into five (5) main stages. They
inciude the following stages:-

Stage 1 - Quarry face development
Stage 2 - Drilling and blasting
Stage 3 - Loading and hauling
Stage 4 - Crushing

Stage 5 - Sales loading

The process fiow for the first three (3} stages are as follows:-

Stage 1 Quarry Face Development

Dozer
Tractor
Excavator

Stage 2 Crawler Drilling and Blasting
Drill

Excavator
Stage 3 Dump Truck Loading and Hauling

Stage 1 - Quarry face development

Quarry cperation begins with the process of removing the overburden
{clearing of vegetation and top soil) from the eanh's surface to
expose the underlying bedrock for quarrying. This process is
performed using excavators and dumpers. Overburden removal is
usually carried out simultaneously with quarry face development.

Quarry face development involves creating adequate working
platforms or benches in the bedrock to provide access for the
proposed quarrying activities. It requires careful planning and
subsequent execution to ensure that suitable working area is created
for the operation of heavy quarrying machinery and equipment, such
as drilling machines, excavators and dump trucks.
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Stage 2 ~ Drilling and blasting

Upon completion of quarry face development, drilling machines are
used to drill holes in the bedrock. Key considerations include nature
and type of rock as well as the spacing, depth and size of the drill
holes. The specifications must be in accordance to those determined
by the quarry manager. The drill holes are normally 3 inches to 5
inches in diameter, about 50 feet deep and usually spaced at about 8
feet to 10 feet apart.

Explosives are then employed by a licensed shot-firer and then
discharged by blasting. The blasting produces fragments or coarse
rocks of a maximum size of 30 inches for crushing. The type of
explosives and detonators used by the shot-firer and the sequence of
the initiation is critical to the success of the blasting exercise. Rocks,
which are too big for crushing, are either blasted again or broken
down into smaller sizes with a hydraulic breaker.

Stage 3 — Loading and hauling
The blasted stone blocks are then dug out and loaded by hydraulic

excavators or wheel loaders into dump trucks and transported to the
crushing plant.

[The rest of this page is intentionally left blank]
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Stage 4
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Stage 4 - Crushing

At the crusher plant, blasted rocks up to 30 inches in size are
reduced to the desired sizes. The crusher plant usually comprises 3
sections, i.e., primary, secondary and tertiary. The primary crusher
crushes the blasted rocks to about 6 inches to 9 inches whilst the
secondary crusher reduces the rock further down to below 2 inches.
Finally, the tertiary crusher preduces the finished products of either %
inches or % inches or quarry dust.

The crushing process involves the foliowing steps:

(i Rocks from the quarry site are unloaded at the crusher plant
into the dump hopper;

{it A reciprocating/vibrating feeder then conveys the rocks to the
orimary crusher for crushing;

{iil ~ The crushed blocks are then transferred by conveyor belt 1o a
surge pite;

{iv) At the surge pile, vibrating feeders, attached to the surge
tunnel, feed the blocks into another conveyor belt, which
transports the rocks o the secondary crusher; and

{v)  After secondary crushing, the stones are either screened out
as crusher-run materials or fed 1o the tertiary crusher for
production of smaller aggregates.

Screens are used to separate the stones into uniform size classes in
accordance to their end use, such as roads or building construction.

Stage 5 - Sales Loading

The tinal stage involves the loading of the finished aggregates into
lorries by wheel loaders for delivery to the customers.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consuiting)

[The rest of this page is intenticnally left blank]
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(b)

Premix Manufacturing

The manufacturing process of asphalt premix ¢an be divided into the
following four {4) stages:-

Stage 1 - Cold Biny;

Stage 2 — Scalping Screen;

Stage 3 — Aggregate Drying and Mixing; and
Stage 4 — Premix Mixing and Discharging.

The following depicts the flow of the manufacturing process of
asphalt premix within the MRB Group:

' ™
Cold Bin
. s
s 3 ™
Scalping Screen

b

Aggregate Drying
& Mixing

h

- ™
Premix Mixing
& Discharging

h

Stage 1 - Cold Bin

Aggregates are placed in a cold bin. The cold bin is a storage bin
that holds aggregates of designated sizes ready for discharge for
premix production,

Each cold bin stores different nominal sizes of coarse and fine
aggregates, each with an automated feed conveyor sysiem.

The speed of conveyors discharging aggregates is automatically
regulated based on the required amount of stones for each type of
imix.

Stage 2 — Scalping Screen

The aggregates are then passed through a scalping screen. The
scalping screen acts as a filter layer in eliminating oversized material
from contaminating the premix.

The aperture opening for scalping screen will scalp out unwanted

material as well as aliow sufficient material to enter into the next
preduction stage.
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Stage 3 - Aggregate Drying and Mixing

Aggregate drying is then carried out in the upper half of the mixing
drum. Aggregates are dried by heat generated from direct flame of a
burmer. Aggregates that are fully dried will proceed io the bitumen
mixing stage.

Stage 4 - Premix Mixing and Discharging

The bitumen and cement, where required are sprayed onto incoming
aggregates and stirred to produce a well-balanced mix, The mix is
then pushed out from the mixing drum onto a hot conveyor that
channels it o a hot-storage bin. The premix is then discharged from
the hot bin into waiting lorries.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consuiting}

4.24 Marketing and Distribution

(a)

Marketing

The major thrust of the Group's marketing strategy is to position itself
as an integrated turnkey quarry operation service provider with end-
to-end solutions. The Group also ufilises the following strategies to
sustain and expand its businesses:-

+ Cultivating customer loyalty through excellence in product quality
and services o ensure continuous business; and

« Establishing a close working relationship with its customers to
win incremental sales in other areas.

The Group underiakes sales and marketing activities through the
following subsidiaries:-

+ KS8C is responsibie for the sales and marketing of its turnkey
quarry operation services and specialised services for the quarry
industry;

« AT is responsible for the sales and marketing of specialised
services for the civil engineering works;

+« TMis responsible for the sales and marketing of aggregates;
« TP is responsible for the sales and marketing of premix products;

» DIS is responsible for the sate and marketing of machinery spare
parts; and

+« DKSC is responsible for the sales and marketing of aggregates.

As at 31 May 20085, the Group has seven (7) sales and marketing
personnel focusing on business development.
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{b) Distribution

The distribution channe! sirategy of the Group is based on direct
distribution whereby the Group undertakes most of its local sales and
marketing activities directly. This is due to the following factors:-

= The provision of quarrying and civil engineering services is a
specialised industry that requires a certain level of technical
knowledge to be able to market the benefits of the Group's
products and services effectively;

»  Similarly, technical knowiedge is also required for the sales and
marketing of aggregates whereby different types of aggregates
are only appropriate for certain user-industry applications; and

« Due to the differences in specifications and requirements of
customers in provision of products and services, it is difficult for a
third party to market the Group’s products and services
effectively.

In addition, the direct sales approach enables the Group to work
closely with its customers to evaluate and attain a better
understanding of their reguirements to serve as a feedback
mechanism for continuous product and service improvement,

{Source: Prospecits and Fulure Plans of Minetech Resources Berhad, Vital Factor Consutting}
Raw Materials/Suppliers

As the Group's core business is in the provision of turmnkey quarry operation
services and in the provision of specialised services for the quarrying industry
and civil engineering works, the Group does not utilise any raw materials in
its operations with the exception of the preduction of asphait premix and
consumables for the operation of machinery and equipment.

For the production of asphalt premix, aggregates are supplied internally by
subsidiary company, KSC, whilst bitumen and fillers are purchased
externally.

However some of the consumables required for the operations of the Group
include:-

Bitumen

Diesel;

Machinery spare parts;
Explosives; and
Lubricants

[The rest of this page is intentionally left blank]
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The following are the raw material and consumables based on 31 December

2004:-
Percentage
of Total
Raw Materials and Value of Group
Consumables Purchases Purchases Sources of Supply
. Local Import
(RM'000) (%) (%) (%)
Bitumen 5,798 22 100 -
Diesel 6,630 25 100 -
Machinery spare 5,068 19 100 )
parts
Explosives 4,815 18 100 -
Lubricanis 4,333 16 100 -
Total 26,645 100 100 -

As these consumables and raw material are available from local producers
and in abundant supply, the threat of shortages or interruption in supply of
consumables and raw material is minimised. Thus far, management has not
experienced any shontages in the supply of these consumables and raw
material.

{Source: Business Overview of Minetech Resources Berhad, Vital Faclor Consulting)

Industry Players and Competition

Generally all companies within the aggregate quarrying industry operate
under normal competitive conditions. Competition exists predeminantly in the
domestic market as imports of aggregates are low due to its bulky nature.

(a)

Production and Sale of Aggregates

Competition for the production and sales of aggregates is moderate.
This is due to the fact that there are a number of aggregate guarries
in Malaysia which ensures that there is an ample supply of
aggregates in the country. Furthermore due to the bulkiness of quarry
products, competition from imported quarry products is very low and
the sale of domestic aggregates tends to localised. Competition in
this respect therefore is dependent on the location and presence of
operating quarries.

Another factor that moderates competition for the production and
sales of aggregates is the fact that a high level of capital investment
is also required 1o operate a quarry.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consuiting)
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{b)

Turnkey Quarry Operation Services

As with most free enterprise environments, competition for the
provision of turnkey quarry operation services is based on a number
of factors including the following:-

Quality of services/ products (in terms of consistency in size);
Cost competitiveness;

Capacity;

Timeliness in delivery; and

Track record and market reputation.

The factors that increase the intensity of competition for the provision
of turnkey quarry operation services includes the existence of many
guarry owners who are also operators of their own quarries. High
consumers of aggregates do also lease quarries and operate them
for their own usage. All these imply that there are fewer opportunities
for service providers in this area.

Conversely, the factors that moderate competition include the low
number of providers of turnkey quarry operations services. There are
approximately ten (10) providers of turnkey quarry operation
services. On this basis and given that there are a relatively high
number of gquarries in Malaysia, the intensity of competition is
reduced.

An additional factor that moderates competition is the high capital
investment required to become a provider of turnkey quarry operation
services. The high capital investment required is specific o a
particular quarry site where turnkey quarry operaticn services are
provided and are therefore muliiplied by the number of quarry sites at
which a provider is providing turnkey quarry operation services on.

Technical expertise is another factor that moderates the competition
for the provision of tumkey quarry operation services. A cerain level
of skills, expertise and experience is required in the operation of a
quarry. Among others, the key technical perseninel that are required
are shot-firers for blasting purposes and machine operators and
maintenance personnel. Problems in this area typically arise when a
provider of turnkey quarry operation services operates at more than
one (1} quarry site and hence the demand for technical personnel is
correspendingly multiplied.

Other than the MRBB Group, the other providers of turnkey quarry
operation services include Poly Quarry Works Sdn Bhd, Dayalam
Industries Sdn Bhd, QS Systems Sdn Bhd, Saroma Engineering Sdn
Bhd, Spring Energy Sdn Bhd, Bumitra Blasiec Sdn Bhd, NPH Sdn
Bhd, Gallacon Sdn Bhd and D.C. Chan Sdn Bhd.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consulting)
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The competitive advantages of the MRB Group include the following:-

Integrated provider of guarrying services and facilities;
Quality products and services;

Market reputation and established track record;

Sales and marketing capabilities;

Established customer base;

Financial stability; and

Economies of scale.

Integrated Provider of Quarrying Services and Facilities

The MRB Group is a turnkey provider of quarrying cperation services and
facilities including drilling and blasting, loading and hauling, rock crushing plant
and facilities, loading of finished aggregates and sales and marketing of
aggregates. This enables the Group to provide a comprehensive range of
services and facilities to meet the needs of quarry owners and other customers.,

Quality Products and Services

The MRB Group places significant emphasis on the quality of its services and
this is reflected in the internal quality control procedures from blasting works
to the production of aggregates. The Group has to comply to international
quality standards such as British Standard BS 882: 1898 and BS 882: 1992
and Jabatan Kerajaan Raya specifications for roadworks.

The quarry products shall comply with the standards set out in BS 882; 1992
which shall include but not limited te the following:-

o Tables 3 and 4 of BS 882:1992

¢ Flakiness index shall not exceed 40

« Clay, silt contents shall be as per Table 6 of BS 882: 1992 i.e. whereby
the percentage (%) mass passing 75 microns shall not exceed 4%.

Market Reputation and Established Track Record

With almost 20 years of experience as a service provider of quarrying and civil
engineering services, the MRB Group has successfully established a reputable
track record associated with quality and service reliability. Hence, the Group
can use its established track record as a reference site to win new customers.

Sales and Marketing Capabilities

As part of its turnkey quarrying services, the MRB Group has the capabilities to
sell and market aggregates to customers in various user-industries including
building and construction, buiiding material suppliers, road infrastructure
development and maintenance and others. This has enabled the Group to
optimise its profitability from the sales of aggregates.

Established Custormer Base
The MRB Group has developed & long-term business relationship with its

customers. This is substantiated by the fact that approximately 35% of its top
20 customers have been dealing with the Group for 4 or more years.
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4.2.7

Financial Stabifity

As a result of prudent management, the MRB Group has been profitable since
it began operations in 1984, including seeing through the 1997 Asian
Financial Crisis. The Group’s financial stability provides the platform for
growth and the ability to sustain the business in the future.

Economies of Scale

As the MRB Group are the largest buyers of explosives and owns the largest
fleet of hydraulic crawler drills, they can benefit from economies of scale, thus
lowering the costs in deployment and set-up of turnkey guarry operations.
{Source: Prospects and Future Plans of Minetech Resources Berhad, Vital Factor Consulting)

Market Size and Share

(a) Market Size and Share for the Provision of Quarry Operation
Services

In 2004, the market size for the provision of quarry operation services
is estimated at RM155 million in Malaysia.

For 2004, the market share of the Group for the provision of quarry
operation services is estimated at 27%.

{Source: Assessmen! of the Aggregate Quarrying Indusitry, Vital Factor Consufting)
{b) Domestic Aggregate Production

In 2004, the market size of local aggregate production in Malaysia
was 80 million tonnes.

The market share of MRB Group is estimated at 10% based on total
aggregate preduction in Malaysia in 2004.

{Source: Assessmertl of the Aggregate Quarrying Industry, Vital Factor Consulting}

[The rest of this page is intentionally left blank]

51



cs

“1oBuejag

Buyelsd yeleeq ‘Aemung  Jepueq
lesnd ‘Spd UM ‘LALLG 107 R 08 10T
pue ‘peoy Buy esiadsiq oyes| Bueley
“ebue Ny wWiny

‘se)ay) ‘el 00 "BIOYel Iepueg
‘eder Buelad ‘yoing 6g

WNW ‘ZEPLY '0EYLE ‘BEvLE ‘'8erLE Ld {n wely
qebue eleny yeys ersheep
yeserQ ‘sejeg eng 6L wiyniy ‘0869 107 0 efeng sllod
S00geL’ e 10Buejog
:Auo sanusa Buimolog 0} ‘GO0Z J88A 10) S[eusiew aaiso|dxa usiunuoy
pandwor ayl Je pasn ag 0] ale sjeusew saisoidxe syl | S002°LOLO Ly asn pue Aued ‘aseyaund o) jeacuddy | siod legeled nq|
‘pafonisap aq
18N SaAISo|dXe JBA0 K8y [{B 2INSUs ||BYS y
pue ‘pamo||o}
ale saaisojdxa jo Buisn/BuiAues o) ucne@l
ut Ajajes spreBal yym sani (18 Jey) sinsus B
15 10 18AU0YS paousol| e Ag Ino
paues ag jsnw uoiscidxs & 1ey; asnsua )
N0 pailes aq {Im
uolsofdixe uaym 0} Se anpayos e aplacid g}
‘uonesado uoiso|dxa Yoes pIodsdi P w oo’z - asn4 Ajajeg (A0}
Suepoun Yoo Buidy ay) Juaasid woeg't - 8sN4 xa)piody (n
0} se 0% saiso|dxa wnuwiuw 8y} 8sn 2 splQD9'e - lojeun}ag (1)
Suapiou 300) Buldy Aue uaasid q 63 qo¥'Lt - aje|nusg {1
¢ Bunseig oo, Bueyed
10 Aem AgQ suoneiade Bugse(q sy; jno Aued ‘B | 9002 ¥0 P Buwoyoy | misAeiely  eleng
ol ay) yim muelar ‘niyeg Bundwey ‘5291 | siied  usluguoy
paldwog eys OSy | sooevost | oSy | 107 1e yom Bunserg uo Aueo o} (eroiddy | sljiod 1eqeled nq
Andx3y
suoljesadQ / @ouenssj Aq
aougidwo) Bunoayy suoIpuoy) / suonipuoy Aunbz Jo aeq Piay ywa jeaciddy jasuasi jo adA ) Aployiny

pauleIqO SHuad pue sasuadnT tolep ‘sieacaddy

- :8moj[0) se a1e dnotg auyl Aq peulelgo
suwsad pug seousdl Jolew ‘sjeacidde JayiQ ‘snioadsold SIYl JO L'g UONDSS Ul N0 }8S ase Boue|dWoD JO SNIBIS puB SalUoYIne
asay) Aq pesodwil suopuod syl yim Jauisbol |Lin pue DS ey woly Bunsi ayl 1o} Auedwo) sy Aq paulelqo sjeaosdde ey jo spelaqg

gcy

{(P.1u02) dNOHD GHW HL NO NOLLYWHOANI

L4

X-EpG5.G (0N Auedwo)




€g

ojadsu; ay) Aq paiyioads se awny
Yyons uigyusm 10303dsu| syl 0f JUBRHNSUOD
syl ybnosyy yluow Algas  paIwgns
8Q |[2YS PIOSSF YONS pue s|elep yons
ureluoo Jleys uodal yons pue Ajep dey

paydwon 8q ||eys suonessdo Buise|q o plosel v v
“Yruow Bumolio) 8w jo Aep | /2 e
uey) Jaie Jou soidoo om) Ul Yuow fusns
‘Anenyy 10 Jojoadsuy eyl o} pepwgns
palduicn aq 18w juswalels Arpuop Aueny auyl g
"sainionJls usuewad paidnaso
Aue wol sigjew 251 uiylim Ino patued aq
pandwon lreys uconeiado Bupselg jo Buldienb oy 2
uenjnyasiad
‘'sainanis uavewad paidnoso Aue 5002°80° 10 yedepiobueiag
1e {1)gp 0Z| pasoxa jou 1snw uolelado ol SUIBS09Y) 2
paldwen Bunselg Aue wouy uopeiga punclb ayl 1 | 0028020 8123 Aieny 0] Ajuoyiny jo 1ae | jelsupy  uUBlRgED
‘foBeyeo sprib ay] spISinG
spoaloud ayeuapun oy pue Aiobajes apeif
ay} ul anjea aul pasdxs Jey) siosloid Buiping
paidwiog ayerapun o) pajuuad Jou S JoIBIU0D B8Y] g 6230 ‘1239 '30 — 000'000'SWH
Buipasoxe jou gry apeib jo uvonensiBay
VY b6 etsheley 2002°90°€1 .
ugBUIqWS MISnpu| ueunBuequiad ebequen o} 0LP950d M-€350001 ‘ON uanelsibay
paldwon 18puUN SWIa) 8y} Aq epIge (SN IR0 B4l 'L | F00Z 90 PL aSH uonensibay jo wawabpamousoy eisfe(El Q1D
13)1ea s 1saaydym {1ajaw o1Iqno DOO'GL)
a|gemo|e Alpuenb wnwixew 2y} payodeal sey
uononpoad 8yl usymM 10 92U 3YI Jo (G002 9 0E)
ajep Audxs sy} uo Jaype andxa {im B8oussl 8yl ‘sesayD
WHin '9yLL 107 "pP0E J'W'T Yep Shil
I0JRASIUIIPY PUET J0UISI] By} Jo [eaoidde syl | S002'90°0€ 107 ‘608 H'W'3 ‘PPLL 107 ‘6008 H'WI yebue niny
noyim suciiesade Aped pay) 1enpuod 2o juusd syl 0} NIwney e (Uemy njeq) S%00) SIBABIXS ‘Yeue ] jyeigeQq
panduon ias ‘abefipow o3 pamoje 1ou s Jopjoy yuwsad eyl | S0027 10710 AsY | o1 numed o |emauas Joy |eacsddy 1eqeled
Andxg
suonesado / 3uUenss| Aq
aoueljdwos Bunoayy suoippuod ; suonipuo) Aunbg jo ayeq pleH nBuLiag feaosddy fasuani jo adA ) Ajuoyiny

(p.3u02) dNOHD GHIN FHL NO NOLLYINHOANI

X-E¥G5LG 1oN Auedwo)




14

‘faoBeies paisisifio. sy} apisino pue apelf
au) 1epun pajels apeif ayl Jo enjeA oy} aroge

sqof Bugoenuod woyy pauquyold si sopenue) 2 SOW AW ~ 000 00ZWYH
1230 30 — 000°D02NY
"|awl} 0} aul Uiolf preogd +09 g — 000'002N Y
ay) AQ 189S SUOIPUOI PUB SLLIS) pue } Japun Buipasoxa Jou 1o apeib jo uonensiboy
suoneinbal puz s3I Y pEEL BIsARiel 1002248
uegeuiquiag asnpu| ueunfuequsy ebequan 0} 6F0520d M-8 160200210 'ON uonensibay
pendwos iBpun suuel eyl AQ epige isnw Jojoenuc) L | $00Z2'21L 90 SIG uanensifisy jo Juswabpapouydy rIsAeley 9010
103D 6230 123D D —~ HWI ON
"awl} 0} aLUI} WCIs plecqy /6y opesb jo uonensiBay
aul Ag jos suoneinBas pue soi WY P66 8002°€0°60
eishejepy uBBUIQWA 11SNpU| veunBuequed a 80££50dM-¥220001 "ON uonensiBay
pandwon efeqwe  Aq  epige  shw JolbRiUOn 'L | SO0ZE00L 1V uonesibay o jJuawsbpamoudoy eisAeiley 9qI1D
sq1 001 ~eunw3  {Al ‘uejigueg WebaN naeT Wiy
121w 00g — esng Alejeg (i £109 107 ¥£8YL (QYSH Uep 206F 1d ‘ON
J2jw 00g - pieg Bugeuotagq {1 +06 12 {GISH 1B pyg upg sebs eseybuy
NG 052 — $1012U0I8 (1] sopzoo0g Aq sxom Bugselq 3201 9yl 01 uonels) UEHQUISS
0} ul ‘Ajiep ‘spenslewl aalsoldxa assnyssessod | wabap  uslunuoy|
paidwon : Buimoljo ayi o} Buipsoooe pajw s1 ebesn | 002 2092 v 0] Hwied jo |emaual ayl 10} [erokddy ] siod Jeqeleq nq)
rofuelag Auend
jo lojoadsu| Joluag eyl Jo woissiulad
8y] INOUIM BWNSa Jou |[eys uojerado
Bunse|q pue aseao AjgieIpaLuw |[BYS S0B}
pies ayl e uoneiado Bunse|q e ‘ecey
Aenb jo Ayngeis sy aje WBIW yoym
BINONIS Sxo0) pue ucheuloy [exbojosb
padwon 2yl ul abueys B S 18Ul 18ABULSYM G
Andxz
suonesadp { aouenss| Aq
asoue)dwosd Bunsayy suoipuoy / suonipuod Alnbg jo aeq PI2H jwad jreacaddy psusol jo adA Ajuoyiny
(P.109) dNOYD HHW IHL NO NOLLYIWHOLNI v

X-£95G/6 0N Auedwon




44

quelq Y1 Ajjeuonuaiwn 51 obed syt jo 1524 9y L]

‘syuow (Z1) anaml 1sed ayi Buunp egueuiopad ssauisng s.dnosg sy Jredwn Apueaipubis Aew eyl
dnosn sy} apisino pue ulyim Bulinooo umopyesiq [euopesado tofew 1o sewndsip apedl Jo wioy ayy ul suondnuisiul ou ueag saey aIsyl

syuop {Z1) anjem]) Jsed ay} 10} ssauisng ul suondniia) 62t

ESIEETE
10 |eMaual
ay Buureygo
ul swejgoad
Aue 988310}
Jou szop
wawesfeuew
BUYL
‘[eacidde
Bujpued
S! pue
[emausl oy
uonesdde
uB papILIgns
sy
Auedwen
syl
PO0C 2L LE

a] wijepy Buolue |
- "GUON $O0Z 2O L L WL aouany Ajsnpuj pue apel] ssauisng yeizeq syfew
Andx3z
suonesado ] SOUBNSS| Ag
aourdwos Bunoapy suolpuod s suogipuos Ainbg o a1eq piaH Hwad geacsddy fasuson jo adA ) Auoyiny

(P.3U0D) ANOYD HW TFHL NO NOLLYWHOANI ‘¥

| x-epse.5 :oN Aurduwon




[ Company No: 575543-X |

4, INFORMATION ON THE MRB GROUP (Cont'd)

4210 Employees

As at 31 May 2005, the MRB Group employed a total of three hundred and
sixteen (316) people in the following positions:-

Average

No. of Years in
Category Employees Service
Managerial and Professional 20 52
Sales and Marketing 7 3.2
Technical Professionals 45 6.8
Clerical and related occupations (e.g. clerks, typist, 33 1.8
stenographers, personal secretaries and sales
execulives}
Site workers:
(a) Skilled 47 3.2
{b} Semi-skilled 77 4.1
(¢) Unskilled 78 4.0
TOTAL 316

As at 31 May 2005, the Group has 61 foreign workers under contracts. The
Group does not have any employees who are members of any unions and
the employees enjoy a cordial relationship with the management. There has
been no major industrial dispute in the past between the management and
the employees of the Group.

The management recognises the importance of continuous training in the
employee’s career development and relevant employees undergo training on
operation and maintenance of equipment,

4211  Production Capacities and Output

The production capacity and output of aggregate and pre mix products for the
Group for the financial year ended 31 December 2004 are as follows:-

Output for year ended
Product Annual Capacity 31 December 2004
___(Tonnes) {Tonnes)
Aggregate 14.3 million 7.9 millions
Premix products 400,000 162,000

4.3 SUBSIDIARY COMPANIES

431 AT
(a) History and Background
AT was incorporated as a private limited company in Malaysia under
the Companies Act, 1965 on 21 July 1989 and commenced business
in the same year.

{b) Principal Activities and Products/Services

AT is principally engaged in the provision of specialised civil
engineering services and rental of machinery.
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(c}

(d)

(e)

DIS

(@)

Substantial Shareholders

The substantial shareholders ot AT are as {follows: -

Direct Interest Indirect Interest
No, of No. of

Name shares (%) shares® {%6)
MRB 1,000,000 100.0 - -
Choy Sen @ Chin Kim - - 1,000,000  100.0
Sang
Low Choon Lan - - 1,000,000 100.0
Dato’ Shamsudin Bin - - 1,000,000  100.0
Mohd Dubi
Datin Norhaliza Bt - - 1,000,000 100.0
Abdullah

Notes:-

A By virtue ol Section 6A of the Companies Act 1965 whereby the indirect
shareholders are deemed fo have an interest in the shares of AT as they conitrof
not less than 15 % of the voting shares of MRS

Deemed to have an indirect interest through his / her spouse’s shareholdings in
MAB

Deemed 1o have an indirect interest through his / her spouse’s and Kerjaya E-
Khidmat Sdn Bhd's shareholdings in MRB

Share Capital

The authorised share capital of AT is RM1,000,000 comprising
1,000,000 Shares, The issued and paid-up share capital is
RM1,000,000 comprising 1,000,000 Shares.

The changes in AT's issued and paid-up share capital since
incorporation are as follows: -

Cumulative

No. of issued and

Date shares Par paid-up share

Issued allotted value Consideration capital

(RM) {AM)

21.07.1989 2 1.00 Subscribers’ shares 2

17.08.1989 289,998 1.00 Cash allotment at 300,000
RM1.00 per share

08.05.2000 700,000 1.00 Cash allotment at 1,000,000

Ri1.00 per share

Subsidiary/ Associated Company

AT does not have any subsidiary or associated company.

History and Background
DIS was incorporated as a private limited company in Malaysia under

the Companies Act, 1965 on 7 January 1994 and commenced
business in the same year.
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{b)

(c)

{d)

(e}

Principal Activities and Products/Services

DIS is principally engaged in the trading of industrial machinery spare
pans.

Substantial Shareholders

The substantial shareholders of DIS are as follows: -

Direct Interest Indirect Interest
No. of No. of

Name shares (%) gshares”® {%)
MR8 400,000 100.0 - -
Choy Sen @ Chin Kim - - 400,000  100.0
Sang
Low Choon Lan - - 400,000 100.0
Dato’ Shamsudin Bin . . 400,000* 100.0
Mohd Dubi
Datin Norhaliza Bt - - 400,000** 100.0
Abdullzh

Notes.-

~ By vitue of Section 6A of the Companies Act, 1965 whereby the indirect
shareholders are deemed fo have an interest in the shares of DIS as they control
not less than 15 % of the voting shares of MRB

* Deemed {o have an indirect interest through his / her spouse’s shareholdings in
MAE

" Deemed fo have an indirect interest through his / her spouse’s and Kerjaya E-
Khidmat Sdn Bhd's shareholdings in MAEB

Share Capital

The authorised share capital of DIS is RM500,000 comprising
500,000 Shares. The issued and paid-up share capital is RM400,000
comprising of 400,000 Shares.

The changes in DIS's issued and paid-up share capital since
incorporation are as follows: -

Cumulative

No. of issued and

shares Par paid-up share

Date Issued  allotted value Consideration capital

(RM) (RM}

07.01.1984 2 1.00 Subscribers’ shares 2

26.04.19986 49,998 1.00 Cash allotment at 50,000
RM1.08 per share

29.05.2000 250,000 1.00 Cash allotment at 300,000
RM1.00 per share

08.12.2000 100,000 1.00 Cash allotment at 400,000

AM1.00 per share

Subsidiary/ Associated Company

DIS does not have any subsidiary or associated company.
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4.3.3

KSC
(@

(b}

()

(d)

History and Background

KSC was incorporated as a private limited company in Malaysia

under the Companies Act, 1965 on 5 March 1984 under the name of

K.S. Chin Construction Sdn Bhd. On 6 September 2000, the

Company changed its name to its current name. KSC commenced

business in 1984.

Principal Activities and Products/Services

KSC is principally engaged in the provision of turnkey and

specialised quarry services including drilling and blasting, loading

and hauling, rock crushing, loading of finished aggregates and rental
of machinery.

Substantial Shareholders

The substantial shareholders of KSC are as follows: -

Direct Interest Indirect Interest
No. of No. of

Name shares (%) shares® (%)

MRB 1,000,000  100.0 - -

Choy Sen @ Chin Kim Sang - - 1,000,000  100.0

Low Choon Lan - - 1,000,000  100.0

Dato’ Shamsudin Bin Mohd - - 1,000,000** 100.0

Dubi

Catin Norhaliza Bt Abdullah - - 1,000,000**  100.C¢

Notes:-

4 By virtue of Section 6A of the Companies Act, 1965 whereby the indirect
shareholders are deemed lo have an interest in the shares of KSC as they
control not less than 15 % of the voting shares of MAB
Deemed to have an indirect inferest through his / her spouse's shareholdings in
MRB

“*  Deemed to have an indirect interest through his / her spouse’s and Kerjayva E-
Khidmat Sdn Bhd's shareholdings in MAB

Share Capital

The authorised share capital of KSC is HM1,000,00C comprising
1,000,000 Shares. The issued and paid-up share capital is
RM1,000,000 comprising 1,000,000 Shares.

The changes in KSC’s issued and paid-up share capital since
incorporation are as follows: -

Cumulative

No. of issued and

Date shares Par paid-up share

Issued allotted value Consideration capital

{RM) {RM}

05.03.1984 4 1.00 Subscribers’ shares 4

27.09.1984 450,000 1.00 Otherwise than for 450,004

cash

16.03.2000 549,996 1.00 Cash allotment at 1,000,000

RM1.00 per share
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434 SM

4.3.5

(a)

(b)

(c)

(d)

(e)

™

(@)

Subsidiary/ Associated Company

KSC does not have any subsidiary or associated company.

History and Background

SM was incorporated as a private limited company in Malaysia under
the Companies Act, 1965 on 3 September 2003. SM commenced
business in 2004.

Principal Activities and Products/Services

The principal activity of SM is that of property investment holding.

Substantial Shareholders

The substantial shareholders of SM are as follows: -

Direct Interest Indirect interest
No. of No, of

Name shares {%) shares® (%)
MRB 2 100.0 - -
Choy Sen @ Chin Kim - - 2° 1000
Sang
Low Choon Lan - - 2" 100.0
Dato’ Shamsudin Bin - - 2**  100.0
Mohd Dubi
Datin Norhaliza Bt - - 2*  100.0
Abdullah

Notes.-

A

By virue of Seclion 6A of the Companies Act, 1965 whereby the indirect
shareholders are deerned fo have an interest in the shares of SM as they control
not fess than 15 % of the voting shares of MRB

Deemed to have an indirect interest through his / her spouse's shareholdings in
MREB

Deemed fo have an indirect interest through his / her spouse’s and Kerjaya E-
Khidmat Sdn Bhd's sharsholdings in MAB

T

Share Capital

The authorised share capital of SM is RM100,000 comprising
100,000 Shares. The issued and paid-up share capital is BM2.00
comprising of 2 Shares.

The are no changes in SM's issued and paid-up share capital since
incorporation.

Subsidiary/ Associated Company

SM does not have any subsidiary or associated company.

History and Background
TM was incorporated as a private limited company in Malaysia under

the Companies Act, 1965 on 28 March 1996. TM commenced
business in 1998.
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(b)

()

(d)

(e}

TP

(a)

(b)

Principal Activities and Products/Services
TMis principally engaged in the saies and marketing of aggregates.
Substantial Shareholders

The substantial shareholders of TM are as follows: -

Direct Interest Indirect Interest
No. of No. of

Name shares {%)} shares” (%)
MRB 2 1000 - -
Choy Sen @ Chin Kim - - 2*  100.0
Sang
Low Choon Lan - - 2° 10G.0
Dato’ Shamsudin Bin - - 2™  100.0
Mohd Dubi
Datin Norhaliza 8t - - 2  100.0
Abdullah

Notes.-

A

By virtue of Section 6A of the Companies Acl, 1965 whereby the indirect

shareholders are deemed to have an interest in the shares of TM as they controf

not less than 15 % of the voting shares of MAB

Deemed fo have an indirect interest through his / her spouse’s shareholdings in

MRE

" Deemed to have an indirect interest through his / her spouse’s and Kerjaya E-
Khidmat Sdn Bhd's shareholdings in MRB

Share Capital
The authorised share capital of TM is RM100,000 comprising
100,000 Shares. The issued and paid-up share capital is RM2.00

comprising of 2 Shares.

The are no changes in TM's issued and paid-up share capital since
incorporation.

Subsidiary/ Associated Company

TM does not have any subsidiary or associated company.

History and Background

TP was incorporated as a private limited company in Malaysia under
the Companies Act, 1965 on 9 May 2002 and commenced business
in the same year.

Principal Activities and Products/Services

TP is principally engaged in the manufacturing and trading of premix
products.
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(d)

(e)

43.7 DKsC

(a)

(b)

Substantial Shareholders

The substantiai shareholders of TP are as follows: -

Direct Interest

Indirect interest

No. of No. of

Name shares {%) shareg® {%)
MRB 2 1000 - -
Choy Sen @ Chin Kim - - 2* 1000
Sang
Low Choon Lan 2*  100.0
Dato’ Shamsudin Bin 2" 100.0
Mohd Dubi
Datin Norhaliza Bt 27 100.0
Abdullah

MNotes.-

A By virdue of Section 6A of the Companies Act, 1965 whereby the indirect
shareholders are deemed to have an interest in the shares of TP as they control

not less than 15 % of the voling shares of MRB

* Deemed to have an indirect interest through his / her spouse’s shareholdings in

MARE

-

Khidmat Sdn Bhd's shareholdings in MRB

Share Capital

Deemed to have an indirect interest through his / her spouse’s and Kerjaya E-

The authorised share capital of TP is RM100,000 comprising of
100,000 Shares. The issued and paid-up share capital is RM2.00

comprising of 2 Shares.

The are no changes in TP’s issued and paid-up share capital since

incarporation.

Subsidiary/ Associated Company

TP dees not have any subsidiary or associated company.

History and Background

DKSC was incorporated as a private limited company in Malaysia
under the Companies Act, 1965 on 25 March 2005 and recently

commenced business in May 2005.
Principal Activities and Products/Services

DKSC
aggregates,
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{c) Substantial Shareholders

The substantial shareholders of DKSC are as foliows: -

Direct Interest Indirect Interest
No. of No. of

Name shares {%} shares” (%)
MRB 100 100.0 - -
Choy Sen @ Chin Kim - - 100" 100.0
Sang
Low Choon Lan - - 100 100.0
Dato’ Shamsudin Bin - - 100 100.0
Mohd Dubi
Datin Norhatiza Bt - - 100 100.0
Abduliah

Notes:-

A By virlue of Section 6A of the Companies Act, 1965 whereby the indirect
shareholders are deemed o have an interest in the shares of DKSC as they
control not less than 15 % of the voling shares of MARB

" Deemed fo have an indirect inferest through his / her spouse's shareholdings in
MRB

**  Deemed to have an indirect inlerest through his / her spouse’s and Kerfaya E-
Khidmat Sdn Bhd's shareholdings in MRB

{d) Share Capital
The authorised share capital of DKSC is RM100,000 comprising of
100,000 Shares. The issued and paid-up share capital is RM100
comprising of 100 Shares.

The are no changes in DKSC’s issued and paid-up share capital
since incerporation.

{e) Subsidiary/ Associated Company

DKSC does not have any subsidiary or associated company.

1.4 INDUSTRY OVERVIEW

4.41

Overview of the Malaysian Economy

Malaysia's grewth momentum continues into 2004 after recording a strong
growth in 2003. Unlike 2003, when the globai economy was affected by the
war in fraq and Severe Acute Respiratocry Syndrome (SARS} the external
environment in 2004 has improved markedly with upswing in the global
electronics demand as well as favourable commodity prices. This enabled the
Malaysian economy to expand steadily from 7.8% in the first quarter of 2004
to 8% in the second quarter, the highest since the third quarter of 2000.

The manufacturing sector registered a solid growth of 12.3% during the first
half of 2004, while the services sector expanded strongly by 6.8% in the
same petiod. With the Leading Index pointing towards further expansion in
the second half of the year, both sectors are envisaged to contribute
significantly to the economic growth. The build-up in international reserves
arising frem larger current account surplus and inflows of foreign capital
continues to strengthen Malaysia’s macroeconomic fundamentals. Given this
favourable scenario, the Malaysian economy is set to surpass its earlier
estimate of 6.0 - 6.5% and post a stronger growth of 7% in 2004 (2003:5.3%).
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Entrenched domestic economic activities, coupled with a fairly favourable
external environment, are expected to drive growth inte 2005. Strong output
growth is expected to emanate from all sectors, led by manufacturing and
services with an increasingly higher contribution from private sector
expenditure. Consequently, Malaysia is set to achieve ancther year of
heaithy growth of 6% in 2005. With an estimated population of 26.1 million,
per capita income in current prices is projected at BM16,693 (2004:
RM16,098). In terms of purchasing power parity, it is estimated at
USD10,560 (2004: USD10,163).

{Source: Economic Report 2004/2005)
Overview of the Global Economy

World output, projected to grow by 4.6% in 2004, is close to matching the
strong global growth of 4.7% at the beginning of the new millennium, the
highest in the last two decades. The global economy recovered from the
adverse effects of the 11 September incident, which drove the world into
recession in 2001, and the subsequent fallout from the Severe Acute
Respiratory Syndrome (SARS) epidemic, as well as the war in Iraq to attain
broad-based growth., This recovery was supporied by the accommodative
monetary and fiscal policies pursued by major economies which revived
confidence to fuel global growth.

The continued strengthening of the global economy is mainly driven by
sustained consumption and expert growth in the United States (US) and
Japanese economies. Elsewhere, the vibrant economies in the Asia-Pacific
region, in particular China and to a lesser extent India, further supponied the
strengthening of global growth. Amidst this oplimistic development, world
inftation continued to remain benign despite concerns over rising oil prices.

The growth momentum in the global economy in 2005 is expected to
decelerate slightly as major economies tighten monetary policy to contain
inflationary pressures. Concerns over the possibility of higher oil prices and
the slowing down of China's economy are other factors that can dampen
growth.

(Source: Economic Report 2004/2005)
Overview of the Infrastructure and Construction Sector

The construction sector recorded a marginal decline of 0.6% during the first
halt of 2004 largely due to lower public sector construction activity, especially
in infrastructure projects. However, higher residential construction activity
following stronger growth of housing starts of 36.8% during the second half of
2003 and some on-going infrastructure projects will provide sufficient suppont
for the sector to record a positive growth of 0.5% in 2004 {2003: 1.9%).

The completion of several large infrastructure projects and the accelerated
completion of the BMP projects, coupled with a lower number of new
contracts awarded by the Government have contributed {o slower activity in
civil engineering works. Among the infrastructure projects compieted in 2004
are Phase One of the East Coast Highway, SILK Highway, Penchala Link,
New Pantai Expressway and Guthrie Corridor Expressway. Ongoing projects
include the power station in Tanjung Bin, Johor, Bakun Hydro-Electric power
project in Sarawak, Integrated Customs, Immigration and Quarantine (CIQ}
Complex and Stormwater Management and Road Tunnelling (SMART) for
flood mitigation and traffic dispersal in Kuala Lumpur.
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The construction sector is forecast to increase hy 1.8% (2004: 0.5%),
contributed partly by the civil-engineering sub-sector, following the
imptementation of new and on-going infrastructure projects such as the
Phase Two of the East Coast Highway and Tanjung Bin Power Station in
Johor.

(Source: Economic Heport 2004/2005)
Overview of the Aggregate Quarrying Industry

The aggregate quarrying industry has contributed significantly to the local
economy. This is because the aggregate quarrying industry provides one of
the critical raw materials for the building, construction and infrastructure
industries. Some of these include the following:-

Infrastructure:;-
+ Roads
Bridges
Dams
Airports
Seaports
Coastal developments

* & & B @

Building and construction:-

+« Commercial buildings
Industrial buildings
Residential buildings
Institutional buildings
Structures
Monuments

The aggregate quarrying industry is part of the stone guarrying industry,
which in turn is under the larger umbrella of the mining and quarrying
industry. Mining and quarrying is taken to mean the extraction, dressing and
beneficiating of minerals occurring naturally as solids, liquids and gases. All
supplementary activities aimed at preparing the crude materials for
marketing, done generally near or at the mine site such as crushing,
screening, washing, clearing, grading, milling, floatatiocn, melting, pelleting
and topping are also included.

Mining and gquarrying can be segmented into three categories as follows:

Mining and
Quarrying

| |
Metallic Non-Metallic l Energy
Minerals Minerals J Minerals

Metallic minerals includes the mining of metallic minerals, such as goid,
silver, tin, metat and uranium. Energy minerals encompasses the mining of
energy-related minerals, such as coals, petroleum and natural gasses. Non-
metaliic minerals covers a diverse range of products categerised under
stones or rocks, sand and clay.
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The stone quarrying industry comes under the non-metallic minerals of the
mining and quarrying industry. Stone quarrying is the extraction from the

earth of;

[ ]
Cement rock and dimension
Other rock materials.

Building and monumentai stone;

stone; and

The structure of the stone Quarrying industry is as follows:-

Stone Quarrying

ind

usiry

h

¥ ¥ r
[ Limestone ] [ Granite } [ (Other Rocks ]

Limestone includes dolomite and marble. Other rocks include sandstone,
guarzite, slate, alunite, argillite, shale (mudsione), serpentinite, syenite,
rhyolite, andesite, tuff, basalt, diorite, granodiorite, pottery stone and masonry
stone. Aggregates are made from either limestone or granite.

The MRB Group is mainly invclved in the quarrying of granite for the purpose of
aggregates. Aggregates are commaenly used as road metal and construction

materials.

The vertical structure of the Aggregate Quarrying Industry is as follows:

-~

Quarrying
of Aggragates

|

-

Manufaciure of
Ready-Mix Concrate,
Asphalt premix and Others

h

Upstieam =
b
( |
Manufacture of
Midstream <% Prefabricated
Concrete Products
.
-
\
~
Downslream < Infrastructure

Distribution and
Trading

Building and
Construction

J
|
H

.

The aggregate quarrying industry can be vertically extended to include
upstream, midstream and downstream activities.
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Upstream

The guarrying of aggregates is an upstream activity. This includes the
preliminary activity of expioration and accessing the commercial viability of
target sites.

Supporting activities within the upstream activity also clearing of overburden,
drilling and blasting, haulage, crushing and screening of the aggregates
before they are transported fo the customer or user sites.

Midstream

The mid-stream activity associated with the aggregates includes using the
aggregates to manufacture intermediate pre-fabricated products. These
include concrete products, ready-mix concrete, pre-mix asphalt and other
related products. These intermediate pre-fabricated products are primarily
used for the building and construction industries and infrastructure projects.

Downstream

The main downstream activity of the Aggregate Quarrying industry is the use
of aggregates by the building, construction and infrastructure industries. One
secondary downstream activity is the distribution and trading of aggregates to
Users.

{Source: Assessment of the Aggregate Quarrying Industry, Vital Factor Consulting)

Future Growth of the Aggregate Quarrying Industry

The outlook for the aggregate quarrying industry is dependent on the following
factors:-

Local Production of Aggregates

The production value of aggregates grew by an average annual rate of 13.5%
between 2000 and 2003. In 2003, the production value of aggregates grew by
10.0% amounting to RM1.3 billion.

Between 1999 and 2003, the production quantity of aggregates grew at an
average rate of 9.8% per annum. In 2003, production quantity of Aggregates
increased by 0.2% to reach 85.1 million tonnes over the previous year.

The general positive growth trend of the aggregate quarrying industry
indicates the robustness of the Industry that will provide the platform for
sustainability and continuing growth.

Performance of User Industries

The sales value of cement and concrete products experienced an average
annual growth rate of 13.8% from 1999 to 2003. In 2003, the sales vaiue
increased by 9.6% to reach RM2.7 billion compared to the previous year. For
the eleven months of 2004, the sales value of Cement and Concrete Products
declined by 7.1% to RM2.3 billion compared to the same period in 2003.

The production quantity of ready mix concrete experienced an average annual
growth rate of 17.6% from 1999 to 2003. in 2003, the production quantity grew
by 19.5% to reach a high of 11.2 millicn cubic metres compared to the previous
year.
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The production guantity of earthen bricks and cement roofing experienced an
average annual growth rate of 15.9% from 1999 to 2003. In 2003, the
production quantity increased by 20.0% to reach a high of 1.8 billion units over
the previous year.

Between 1999 and 2003, the Construction industry grew at an average annual
rate of 1.6%. In 2003, the Construction Industry recorded growth of 2.1%. In
2003, GDP of the Construction Industry (at current prices) amounted to RM14.9
billion at current prices.

The growth of user industries and the large size of the construction industry will
continue 1o provide growth opportunities to operators within the aggregate
quarrying industry.

Future Growth Potential

Under the Eighth Malaysia Plan, an allocation of RM12.8 hillion was initially set
aside for infrastructure and utility development for the period 2001 to 2005,
During the mid-term review of the Eighth Malaysia Plan, the amount was revised
and has been increased 1o RM32.6 billion, representing an increase of 154.7%
over the initial allocation. These revisions were as follows:-

. Rail : from RM4.081 billion to RM6.301 billion
. Ports : from RM1.5 billion to RM3.041 billion

. Airport : from RM0.933 billion to RM2.055 billion
. Sewerage : from RM1.564 to RM1.666 billion

The increase in budget allocation for user industries will act as a strong driver
of growth for the aggregate quarrying industry.

{Source: Prospects and Future Plans of Minetech Resources Berhad, Vital Factor Consuiting)
Government Policy, Laws and Regulations
Government Policies and Laws on Quarries

Quarries normally extract rock materials from land not addressed by the state
mining enactments and are therefore dealt with under a Combined
Temporary Qccupation License and Permit to Remove Rock Material or a
Permit to Remove Rock Material under the National Land Code Act 1965.
State mining enactments and acts are only enforced on quarries that are
located in mining designated land.

The National Land Code Act 1965 {Act 56) provides the State Authority the right
to authorise the extraction and removal of rock material from a land, and 1o
issue a temporary occupation licence for the transport of the rock material.

As such, any operators within the Aggregate Quarrying Industry that

undertakes quarrying activities throughout Malaysia is governed by the State
Authority which it operate in.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consulling)
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Government Regulations

All commercial quarries (except project quarry for development projects) shall
be carried on quarry land with title under land use category specific for quarry
industry.

All operators are required to apply for permit from the land office for the
extraction of rock.

MRB Group has cbtained the permit for one of the project quarry operations
for Mahkota Cheras quarry. The permit for other quarries are issued and
obtained under the quarry land owners or quarry lease owner's name.

(Source: Business Overview of Minetech Resources Berhad, Vital Factor Consulting)
Regulatory Requirements for Explosives

Explosives are employed in quarries and mines for blasting purposes. The
purchase, transport, storage and use of explosives are governed by the
Explosives Act 1957 & Explosive Rules 1923.

A permit with one-month validity is required for the purchase of explosives.

The MBB Group through subsidiary AT and KSC have the permits to
purchase, transport and use of explosives as follows:

Subsidiaries Issuing Authority
AT Polis Kontinjen Selangor
Polis Daerah Seremban
KSC Polis Kentinjen Pahang

In addition, the permit for purchase, transport and use of explosives are also
sometimes provided by the customer/quarry land cwners/lease owners.

In addition, a Shorfirer/Blaster certificate is also required for operators within
the Aggregate Quarrying Industry. The Shoffirer/Blaster certificate is issued
by the Department of Mineral and Geoscience, and Polis Diraja Malaysia. It
is a certificate of competency for a person bandling explosive and carrying
out blasting works. Prior to the issuance of the cerificate, a person has to
pass both the theory and practical examinations on explosive handling.

The theory exam is conducted from time to time at least once a year.
However, the exam date will be announced to the quarry fraternity through
the guarry associations or by the Department of Mineral and Geoscience in
the respective states.

The certificate holder has to be at least 21 years old. He or she must be
healthy and mentally fit. He or she must also undergo security screening
conducted by the Police department. The certificate is valid for 3 years and
is renewable.
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4.4.8

As at 31 May 2005, the Group has 15 Shoffirers/Blasters within its employees
that are certified to handle explosive and carrying out blasting works. Those
certified are held personally by Mr Choy Seng @ Chin Kim Sang, the
Executive Chairman of MRB Group and its personnel. These certificates are
issued by the Department of Mineral and Geoscience and the Polis Diraja
Malaysia.

(Source: Business Overview of Minetech Resources Berhad, Vital Factor Consufting)
Environmental Regulations

The environmental aspects of Mining and Quarrying are regulated by the
amendment to the Environmental Quality Act of 1974, Environmental Quality
(Prescribed Activities) {(Environmental Impact Assessment) Order 1987.

Prescribed activities pertaining to quarries include the proposed quarrying of
aggregate, limestone, silica, quartzite, sandstone, marble and decorative
building stone within 3 kilometres of any existing residential, commercial or
industrial areas, or any area for which a licence, permit or approval has been
granted for development.

Regulation 25 of the Environmental Quality Act, 1974 and Environmental
Quality (Clean Air) Regulations 1978 regulates the levels of emission of dust
or other solid particles from operations such as stene quarrying and rock
processing works.

The Environmental Quality Act, Regulation 21 and 23 regulates the noise
impact arising from construction-related activities. Special atiention is to be
given 1o sensitive areas such as schools, hospitals and residential areas.

Regulations 25 and 29 of the Environmental Quality Act, 1974 regulates
pollutants arising from road construction projects, including suspended
solids, organic and inorganic waste.

The Occupational Safety and Heaith Act and Regulations, Act 514 of 1954
secures the safety, health and welfare of persons at work and protects others
against risks to safety or health in relation to work, and establishes the
National Coungil for Occupational Safety and Health,

{Souwrce: Business Overview of Minetech Resources Berhad, Vital Factor Consulting)
Demand and Supply Conditions

Demand

Demand and demand dependencies of the aggregate quarrying industry will
come primarily from the manufacturing of non-metallic products sector and
ultimately from the building, construction and infrastructure industries.

As mentioned in Section 4.4.4 of this Prospectus, some of the major usage

and applications of aggregates for the purpose of building, construction and
infrastructure development include the following:
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4.4.10

Infrastructure:-
+ Roads
Bridges
Dams
Airports
Seaports
Coastal developments

Building and Censtruction:-
Commercial buildings
tndustrial buildings
Residential buildings
Institutional buildings
Structures
Monuments

. & 4 » @

Supply

Between 1999 and 2003, the production quantity of aggregates grew at an
average rate of 9.8% per annum. 1n 2003, production quantity of aggregates
increased by 0.2% to reach 85.1 million tonnes compared to the previous
year.

In 2003, there were 314 aggregate quatries in Malaysia. The number of
aggregate quarries grew at an average rate of 0.7% per annum from 1999 to
2003. Selangor and Kuala Lumpur represented the highest production areas
for aggregates, accounting for 31.6% of total production. Perak produced
15.3% followed by Sarawak and Sabah, which accounted for 11.4% and
9.8% of total production respectively.

{Source: Assessment of the Aggregate Quarrving Industy, Vital Factor Consuiting)

Substitute Products/Services

There are no substitutes for the provision of turnkey quarry operation services.
The only excepticon is that quarry owners perform the rock extraction and related
services themselves in place of sub-contracting these services t¢ an external
party. As for aggregates, the threats of substitutes vary depending on
applications. There are substitutes for the use of aggregates in concrete for
example steel or wooden structures in place of concrete products.

There are no substitute products for aggregates used as a base for road
construction such as crusher run or the tar used for road surface construction
such as asphalt premix. Similarly there are also no substitute products for
aggregates used for land reclamation, retaining wall and break water works.

{Source: Prospects and Fulure Plans of Minetech Resources Berhad, Vital Factor Consulting)

Prospects and Qutlook

As mentioned in Section 4.4.5 of this Prospectus, the outlock for the
aggregate quarrying industry is dependent on varicus factors, including local
production of aggregates, performance of user industries and future growth
potential. In broader terms, the following factors will have an effect on the
prospects of the aggregate quarrying industry:-

+ Demographic changes such as population growth, urbanisation and
increasing affluence will stimulate demand for housing, community
amenities and infrastructure which will in turn drive demand for
aggregates.
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« Growth of end-user industries, such as building, construction and
infrastructure and related industries will drive the demand for aggregates.

« Increasing government allocation for major infrastructure projects,
especially those set out in the Mid-Term Review of the Eighth Malaysia
Plan.

« A robust local economy will stimulate local consumption, which will in turn
increase demand for property and property related products and
improved social amenities.

{Source: Prospects and Future Plans of Minetech Resources Berhad, Vital Factor Consulting}
Reliance on and Vulnerability to Imports

The aggregate quarrying industry faces the threat of competition from
countries that produce aggregates for the export markets but which have the
advaniage of lower labour costs and abundant guarrying areas. These
countries include indonesia, China and India. These countries have certain
added advantages over Malaysia. For instance, Indonesia can take
advantage of the low value of its currency, the Rupiah to ensure that its’
aggregates are competitively priced.

However as mentioned earlier, aggregates are bulky products. the added
cost of transportation is a major constraint to imports of aggregates into
Malaysia. This is substantiated by the fact that imports of aggregates
represented only 0.8% of total production in tonnage terms for 2003.

{Source: Prospects and Future Plans of Minetech Resources Berhad, Vital Factor Consufting)

4.4.12 Future Plans of the Group

The future plans of the Group are focused in four (4} key areas as depicted
below:-

Future Plans of
MRB Group

) Y v ¥
Market Expansion into User Expansion of Quarry
Expansion Industry Activities Manufacturing Facilities Ownership

1 L 1
Local Road Construction and New Machinery
Maintenance and Equipment
I
Overseas
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(a)

(b)

(c)

Market Expansion
Local Market

MRBB Group has successfully gained access into the local market.
For the financial year ended 31 December 2004, local sales
accounted for 100% of total revenue of MRB Group. Selangor
accounted for the highest revenue contribution at 48% of total Group
revenue. The next largest markets are Perak, Penang and Negeri
Sembilan at 26%, 14% and 7% respectively. The remaining 5% ot
the local revenue is distributed among Pahang and Federal Tetritory.
Part of the Group’s future plans is to continue expanding its
operations inte the following new markets for its turnkey quarry
operation services:-

+ Southern of Peninsular Malaysia by 2006; and
+ East Coast of Peninsutar Malaysia by 2008.

KSC had on 13 January 2005 entered into an agreement with Diman
Kuari Sdn Bhd for the provision of turnkey operation services located
in Mukim Penghulu Diman, Daerah Kuala Terengganu.

Cverseas Market

MRB Group's business is primarily focused on the local market.
However the Group has undertaken Turnkey Quarry Operation
Services overseas specifically in Indonesia. With the Group's
extensive industry experience, it is poised to address opportunities in
overseas countries, particularly in China. The Group is currently
exploring a jeint-venture arrangement with a local quarry operator o
provide Turnkey Quarry Operation Services to customers in the
China market. The Group intends to expand into China by 2006.

Expansion into User-Industry Activities
Road Construction and Maintenance

Part of MRB Group's future aclivittes is to expand into road
construction and maintenance. This is in line with the Group's
expertise and experience in the provision of Specialised Services for
the Civil Engineering Industry. The Group is already undertaking
earthworks, rock excavation and drainage work in the construction of
highways.

The expansion on rcad maintenance activities is in synergy with the
Group’s manufacturing of asphalt premix products. This will enable
the Group to integrate iis activities in the road construction and
maintenance from the provision of Specialised Services to the supply
of premix products. The Group plans to expand into road construction
and maintenance by 2007.

Expansion of Manufacturing Facilities
Purchase of New Machinery and Equipment
The Group plans to purchase new machinery and equipment to cater

for its future growth in turnkey quarry operation services and premix
manufacturing activities.
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(d)

Details of the major machinery and equipment to be purchased
include:-

1 units of wheel loader

1 unit of dumper truck

2 lines of crushing and screening plants
5 units of excavators

1 unit of crawler drill

2 units of shovel

The Group intends o purchase the above new machinery and
equipment by 2005/2006.

Quarry Ownership

Part of MRB Group's future plans is to focus on vertical integration
and expansion of business activities whereby the Group intends to
expand into the ownership of quarries. The Group intends to embark
on this plan by 2006.

{Source: Prospects and Fulture Plans of Minetech Resources Berhad, Vital Factor
Consufting)

4.4.13 Prospects of the MRB Group

According to management of the MRB Group, the prospects of the MRB
Group are in light with the following factors:-

Between 2000 and 2004, the Group’s revenue grew at an average
annual rate of 3.4%. Despite the downturn in the Malaysian economy
in 2001, the Group continued to be profitable. As such, the resilience
of the Group ¢ an econcmic downturn and its historical performance
provides the basis for the Group to grow in the future.

In addition, MRB Group ranked first among Quarry Operation Service
Providers in Malaysia based on turnover in 2004. (Source:
Assessment of the Aggregate Quarrying Industry, Vital Factor
Consulting)

The ability of the Group to provide turnkey services that are focused
ont the production of aggregates including drilling and blasting,
lpading and hauling, rock crushing and loading of finished
aggregates, will ensure that the Group is positioned well to address
opportunities in the market.

[The rest of this page is intentionally left blank]
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4.5

MAJOR CUSTOMERS

Based on the Group's financial infermation for the financial year ended 31 December
2004, the top ten {10} customers of the Group are as follows: -

Customers Range of Percentage of Length of
Products/Services Sold | Turnover as at 31 | relationship
December 2004
(%) (Years)
Batu Tiga Quarry Sdn Bhd | Turnkey quarry services 10.9 8
Kenneison Quarry Sdn Bhd | Turnkey quarry services 10.6 11
Sunway Construction Bhd Civil engineering works 104 14
Tanming Quarry Sdn Bhd Turnkey quarry services 7.2 6
Jaksa Quarry Sdn Bhd Turnkey quarry services 6.4 11
Saujana Triangle Sdn Bhd | Civil engineering works 4.8 5
Sugu Construction Sdn Bhd | Premix  products  and 3.3 2
crusher run
Sungat Jan Kuari Sdn Bhd | Turnkey quarry services 31 5
Emrail Sdn Bhd Sub Ballast 2.5 2
Hasrat Usaha Sdr Bhd Civil engineering works 2.0 1

Based on the above table, the MRB Group is not dependant on any single customer
for its business. MBB Group has established a wide customer base comprising a total
of approximately 380 customers.

{Seurce: Business Overview of Minetech Resources Berhad, Vital Factor Consulting)

[The rest of this page is intentionally left blank]
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4.6

MAJCR SUPPLIERS

Based ¢n the Group’s financial information for the financial year ended 31 December
2004, the top ten {10) suppliers of the Group are as follows:

Suppliers Products/Services Purchased Level of Length of
Purchases | relationship
as at 31
December
2004
(%) {Years)

Shell Malaysia Trading | Diesel i1.2 9
Sdn Bhd
Iptisan Sdn Bhd Bitumen and giesel 9.1 3
Can Quarry Industries | Operation and maintenance of 9.0 2
Sdn Bhd crushing plant and sale loading
Tenaga Kimia Berhad Explosives 6.3 g
Qastalani Sdn Bhd Bitumen and diesel 36 1
Ken Blast Engineering Drilling and blasting 3.3 1.5
Nikma Engineering Loading and hauling 2.6 25
Sandvik  Mining & | Drilling accessories 25 1
Construction (M} Sdn
Bhd
Mo-Meore Petroleurn Sdn | Diesel 25 2
Bhd
Fruitation Sdn Bhd Subcontractor for civil engineering 1.6 1

works

As indicated above, the MRB Group is not dependent on any single supplier.

{Source: Business Overview of Minetech Resources Berhad, Vital Factor Consuiting)

[The rest of this page is intentionally left blank]
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4.7

OTHER MATTERS

Certain subsidiary companies of the Group are currently under tax investigation by
the Inland Revenue Board (IRB"). The queries raised by the IRB are summarised as
follows:-

Subsidiary | Gueries raised
company
ATSB (i) to confirm if Real Property Gains Tax (“RPGT") had been paid for
assets that were disposed off;
(i} to explain why waiver year (1992) income was higher than income
for year 1998; and
(lif) IRB reguested for the year end journal entries for financial years
1999-2002,
KSC (i} to explain the source of fund for the RM1.5 million loan from
director;
{ii} to clarify whether expenses for overseas operation had bheen
charged to local projects; '
(i) to reconcile the turnover as per sales report for the years ended
31 December 1999 and 31 December 2000;
{iv) to confirm the nature and proof of payment to Encik Ramelle
Ashram; and
(v) to go through the income statements of the following projects for
the months of October, November and December 1998:-
s Jaksa project
s Golden plus project
¢ Bandar Sungai Long project
« Bukit Bayu project
« Emkay, Bukit Lanjan project.
T™SB {i) To reconcile the turnover as per sales report for the year ended
30 March 1999.

The Group's tax consultant has replied and submitted supporting documents to IRB
on the above queries raised by the IRB vide letters dated 30 March 2005 and 15 April
2005. Subsequent to the replies and discussions held between the Group's tax
consultant and IRB, the IRB has made a proposed tax settlement of RM228,000 to
the MRB Group in respect of the year of assessment 1999. The Directors of MRB are
currently considering this proposal prior to final settlement with the IRB. The Directors
are of the opinion that the additiona! tax liability is not material to the Group and
therefore, the financial effects of tax liability has not been included in the consolidated
profit forecast and cashflow for the financial year ending 31 December 2005. To the
best knowledge of the Board, it is not aware of any material additional tax liability in
respect of other years of assessment arising from the tax investigation, as at the
latest practicable date prior to the printing of this Prospectus.
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