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Profit after tax rose
from S$16.4 million
in FY2004 to
S$$18.3 million,
representing an
increase of 11.2%.
The Group had

¢ .;:,, \ ) ended the year with

3 / a healthy cash
' position of S$55.1
_ :" million compared

| to S$46.0 million in
o FY2004.
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President and CEQ’s Statement

Turnover for the Group
grew by 30.0% from
S$200.4 million in
FY2004 to S$260.6
million. This set a new
record for the turnover
of the Group.



FY2005 was another year of growth for the NeraTel Group. Turnover for the Group grew by 30.0% from
S$200.4 million in FY2004 to S$260.6 million. This set a new record for the turnover of the Group.

As a result of the increase in turnover, profit before tax rose from S$19.3 million in FY2004 to S$22.4 million,
representing an increase of 16.0%. This was attributed to the higher profit from the Telecommunications
(Telecom) and Contract Manufacturing (CM) business segments. Profit after tax increased from S$16.5 million
in FY2004 to S$18.3 million, up 11.2% from the previous year. As at end of the year, the Group registered a
positive cash position of S$55.1 million compared to S$45.9 million in FY2004, representing an increase of
20.0% This was achieved despite the need for higher working capital to support the increase in business,
investment in a new manufacturing subsidiary in India and the payment of dividends to the shareholders.

The Telecom business segment registered an increase of 32.4% in turnover from S$88.3 million in FY2004
to S$116.9 million. Profit from operations grew from S$6.9 million in FY2004 to S$7.8 million, an increase
of 13.7%. This was attributed mainly to the deliveries of microwave radio equipment to customers in the
Philippines, Indonesia, Malaysia, Thailand, Australia, Bangladesh as well as the Group’s PDH Compact IV
radios to the United States, EMEA (Europe, Middle East, Africa) and Asia. Sales of more than 2,000 units of
land and marine satellite terminals to the distributors and customers in Singapore, Taiwan, India, Australia,
China, Hong Kong, Korean and Japan and the delivery of Inmarsat gateway to India also contributed positively
to the performance of this business segment.

The Information Technology (IT) business segment declined in turnover by 7.6% from S$53.4 million in FY2004
to S$49.4 million. Profit from operations decreased by 4.2% from S$5.5 million in FY2004 to S$5.3 million.
The decrease in turnover was attributed to the decline in the sale of IT Retail Systems, where there were more
delivery of point-of-sale terminals in Malaysia in FY2004 as a result of the implementation of EMV compliance
terminals compared to FY2005. The turnover for IT Network Infrastructure and IT Broadcasting was
fairly stable.

The Contract Manufacturing business segment recorded an increase of 60.8% in turnover from S$58.6 million
in FY2004 to S$94.3 million. Profit from operations grew by 52.3% from S$6.3 million in FY2004 to
S$9.6 million. Primarily, this was due to the improved performance in both the Telecommunications
& Instrumentation (T&I) and Medical & Bioscience (M&B) business segments. For the T&l business segment,
this was attributed mainly to the increased orders from customers in the wireless mobile networks equipment,
digital test instrumentation, microwave networks transmission equipment and digital maritime satellite
communications equipment. For the M&B business segment, it was due mainly to the increase in repeat
orders from the existing customers. In addition, the Group had secured new accounts and started the delivery
of production series to the new customers.
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President and CEQ’s Statement

BUSINESS OUTLOOK

Telecommunications (Telecom)

Competition in the telecommunications industry remains intense as many operators are aggressively targeting
at increasing their market share. Customers are demanding very competitive prices for volume purchase,
short delivery time and attractive commercial terms.

In the Transmission business area, the mobile market continues to grow and the mobile operators are investing
to increase their coverage, capacity and capabilities as well as upgrading their network infrastructure, resulting
in the demand for wireless transmission infrastructure. There are also a number of new and existing operators
planning to roll out 3G mobile networks. The Group has benefited from these positive developments and had
secured more than S$80 million orders of SDH and PDH radio transmission equipment from customers in
Asia, Americas and EMEA last year.

We will continue to increase the sales/marketing activities and customer participation programmes to promote
the capabilities and benefits of our microwave radio transmission products and systems to the mobile operators.
In addition, we plan to channel resources to the non-Telco markets such as the broadcasting and defence
sectors to increase our customer base and mix.

In the Satellite business area, the Group has successfully launched the Nera WorldPro 1000, the world’s
smallest and lightest mobile broadband satellite terminal for Inmarsat BGAN (Broadband Global Area Network)
in June 2005. Since then, we have received very positive response. Orders for more than 1,000 terminals
worth a total of S$3.4 million had been secured. The WorldPro family range of product will gradually replace
the older generation WorldPhone Inmarsat satellite land terminals.

Programmes are in place to promote our land and marine range of terminals together with our distribution
channels to customers in Asia. The Group intends to strengthen its current distribution channels by developing
new channels to better serve customers in various land and marine satellite terminal markets.

On the Inmarsat satellite gateway business, we do not see many new Inmarsat gateway opportunities.
However, there are a number of Inmarsat gateways that the Group has delivered which will need enhancements
and upgrading in due course.

Although the Group is working on a number of potential DVB-RCS (Digital Video Broadcasting Return Channel
Satellite) customers, the satellite broadband business remains challenging and highly competitive. The Group
will concentrate its effort to increase the sale of DVB-RCS satellite terminal to the existing customers and will
improve the competitiveness of the DVB-RCS Hub.
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Information Technology (IT)

For the IT Network Infrastructure business, the Group has managed to secure repeat orders for IP (Internet
Protocol) network infrastructure equipment from Telco customers. In this regard, we believe that the IT network
infrastructure spending by Telcos will continue to increase. The increase is driven primarily by Telco demand
for high performances broadband and multi-service infrastructure networks. Furthermore, there is also a
demand for security products and solutions from the Enterprise and Government sectors. However, corporate
spending on IT infrastructure remains moderate. The Group intends to position itself as a regional IT infrastructure
provider by strengthening its product portfolio management and concentrate on developing key customer
segments and accounts in Singapore, Malaysia, Thailand, Indonesia, Vietnam and the Philippines.

For the IT Broadcasting business, three OEM agreements for more than 3,000 mobile Set-Top Box (STB) from
two major European and one Asian auto-electronics companies were secured. Going forward, we will focus
on promoting the mobile DVB STB to countries where there are Digital Terrestrial TV (DTT) services.
More digital network infrastructure is expected to replace the current analogue systems. We believe that with
our experience in the delivery of DTT infrastructure projects in Singapore, it puts us in good stead to deliver
similar networks to the broadcasting industry in the region. However, these projects normally have a longer
selling cycle.

For the IT Retail Systems business, the Group has successfully delivered thousands of EMV compliance POS
(Point-of-Sale) terminals to various banks and financial institutions in South East Asia. More banks and financial
institutions are expected to gradually migrate to EMV POS terminals. This gives the Group an opportunity
to provide complete outsourcing of POS infrastructure to the banks. So far, there has been a gradual increase
in POS terminals outsourcing from our customers. Marketing activities on EMV POS terminals migration will
be increased. In this regard, we hope to expand our outsourcing and value-added services to the retailers,
banks and financial institutions in the region. The Group has also managed to secure new service and
maintenance business from the banks and financial institutions in the Philippines and Thailand.

Contract Manufacturing (CM)

Our CM business segment is operated by a 68% owned subsidiary, Nera Electronics Ltd (NEL). The trend
for OEMs to outsource their manufacturing activities is expected to grow as OEMs continue to focus on their
core activities such as R&D, product branding and marketing. The Group believes that with its high value
added focused activities in its Singapore plant and the lower production cost in its India plant, it will be able
to tap on the opportunities in the growing outsourcing trend.
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President and CEQ’s Statement

The demand from the T&l (Telecommunication & Instrumentation) customers will continue to be strong in view
that telecom operators are expanding their networks infrastructure and coverage. However, the T&l industry
requires us to be highly flexible and have the ability to cope within short turnaround time. In this aspect,
the Group is upgrading its ERP system with an e-portal to enhance the communications as well as to improve
the inventory management with its strategic suppliers. The new ERP system is expected to be fully operational
within 1H2006. The T&l segment remains highly competitive and will continue to put pressure on the margins.
The Group intends to further develop its other value-added services, such as product development,
new product introduction and buffer stocking programme to manage our margin mix.

The M&B (Medical and Bioscience) market is also showing increasing demand. Our effort on this segment
has started to yield results. Two of the newly secured customers have started to place production orders
though the contribution may not be significant in the short term. In addition, we expect to win more repeat
orders from the existing M&B customers. To show our long-term commitment in the M&B market, the Group
is working towards getting its Singapore facility to be 1SO13485 (Quality Management System for Medical
devices) certified within the year 2006.

The requirements by some customers to deliver RoHS (Restriction of use of certain Hazardous Substances
in Electrical and Electronics Equipment) compliant product in the market by 1 July 2006, an EU Directive
(“Directive”), poses another challenge to the Group. More resources are dedicated to this area to work closely
with both the customers and suppliers to comply with the Directive and to minimise any disruption in the
delivery of the products.

The manufacturing facility in India was completed in the last quarter of 2005 as planned. It has since received
positive response from some of the T&l customers on production in India. The Group is working to transfer
some of the T&l production to its India facility within the first half of 2006. The facility will increase the Group’s
overall production capacity. It further provides customers an alternative site to manufacture their products.
As the India plant becomes operational, the Group expects its expenses to rise due to the increase in fixed
costs and operational costs related to business activities.

Not to be overly reliant on any of its existing T&l and M&B customers, the Group is actively working to broaden
its customer base. A few new customers have been secured in the two segments as well as customers from
other industrial segments. The Group is also targeting the avionics and communications sectors within the
aerospace industry. We expect the margins for some of these customers to be low in the initial phase due
to the need to acquire new skill, product know-how and transfer cost.

Finally, | would like to thank our customers, business partners and shareholders for their continuous support.
| would also like to express my appreciation to the Board members for their guidance as well as my colleagues
for their commitment and contributions. | look forward to their continued support.

—

—
v

Ang Seong Kang Samuel
President and CEO
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Financial Highlights

Turnover increase by 30%
from S$200.4 million in
FY2004 to S$260.6 million
in FY2005.

Profit before tax increase by
16% from S$19.3 million in
FY2004 to S$22.4 million

in FY 2005.

Profit after tax increase by
11.2% from S$16.5 million
in FY2004 to S$18.3 million
in FY2005.
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Board of Directors

Mr Bjorn Olafsson

Mr Bjorn Olafsson is the non-executive Director of the Company. He was appointed to the Board on
28 January 2002. He is also a director of Nera Electronics Ltd, a public listed subsidiary of NeraTel.
Mr Olafsson is presently the President and CEO of Nera Norway. He has many years of experience in
management through the various executive positions in banking and insurance he held with the Vesta Group,
Bergen Bank and Vital Forsikring ASA. Mr Olafsson holds a Master of Business Administration degree from
the Norwegian School of Management.

Mr Lau Ping Sim

Mr Lau Ping Sim is an independent Director of the Company. He was appointed to the Board on 29 April
1999. Mr Lau is presently the Executive Director of People’s Action Party / People’s Action Party Community
Foundation Headquarters. He has more than twenty (20) years of experience in information technology (IT)
and was responsible for the electronic data processing and IT functions in two local financial institutions.
He is also a director of Huan Hsin Holdings Ltd, Cortina Holdings Ltd and Sunpower Group Ltd. Mr Lau was
a Member of Parliament from 1980 to 1996. He was also a director of New Wave Technologies Ltd and KLW
Holdings Ltd. Mr Lau holds a degree in Economics from the Australian National University.

Mr Sitoh Yih Pin

Mr Sitoh Yih Pin was appointed as an Independent Director of the Company on 29 April 1999. Mr Sitoh is a
Certified Public Accountant and a partner of a certified public accounting firm, Nexia Tan & Sitoh. Currently,
Mr Sitoh is the Advisor to Potong Pasir Grassroots Organisations. He is also presently a director of several
publicly listed companies comprising Allied Technologies Limited, GKE International Limited, Hitchins Group
Ltd, Joinn Holdings Limited (formerly known as Cytech Software Limited), Labroy Marine Limited, Lian Beng
Group Ltd, Meiban Group Ltd, PNE Micron Holdings Ltd and United Food Holdings Limited. Mr Sitoh was
also the director of 6 publicly listed companies in the preceding five years including Bio-Treat Technology
Limited, CWT Distribution Limited, Fibrechem Technologies Limited, Futuristic Group Ltd (formerly known as
Futuristic Image Builder Ltd), KS Energy Services Limited (formerly known as KS Tech Ltd) and WPG International
Pte. Ltd. (formerly known as WPG International Limited). Mr Sitoh holds a Bachelor of Accountancy (Honours)
degree from the National University of Singapore and is an Associate Member of the Institute of Chartered
Accountants in Australia.



key executives

Mr Low Tiong Chuan is the Executive Vice President for Information Technology. He is responsible for the
overall performance of the IT business, which includes Network Infrastructure, Broadcasting and Retalil
Systems. Mr Low brings with him more than twenty years of experience working in the global telecommunications
and information technology companies. These include Managing Director for Singapore, Brunei and Indonesia
with Lucent Technologies, Managing Director for South East Asia for Marconi and several regional management
positions with Motorola. Mr Low holds a Masters of Science degree and a Bachelor of Electronics Engineering
degree with honours, both from National University of Singapore.

Dr Tan Hong Pew is the Executive Vice President for Telecommunications - Satellite Communications.
He is responsible for the overall performance of Satellite Communications business in Asia. Dr Tan has many
years of working experience in senior management positions in both local and foreign MNCs. Dr Tan holds
a Bachelor of Science (1st Class Honours) degree from the University of New South Wales, a Master of
Science degree (Industrial Engineering) from the National University of Singapore and a degree of Doctor in
Business Administration from the University of Western Australia.

Mr Tay Kheng Seng Alvin is the Executive Vice President for Telecommunications - Transmission Networks.
He is responsible for the overall performance of the Transmission Networks business in Asia. Mr Tay has more
than twenty-six years of working experience in sales and marketing, financial services and has held several
senior management positions prior to joining the Company. Mr Tay holds a Master of Business Administration
degree from the Brunel University.

Mr Chan Heng Chew Michael is the Senior Vice President for Contracts and Investment. He is responsible
for project financing, risk management and legal matters of the NeraTel Group. He provides current insight,
business growth projection, country potential analysis and product/customer trends. He also conducts business
feasibility studies to assist top management in the financial planning process. He has more than fifteen years
of experience in marketing, logistics, investment, business and corporate development in various industries
such as shipping, healthcare, leisure, printing and publishing. Mr Chan holds a Bachelor of Science degree in
Finance from the Indiana University and a Master of Business Administration degree from the Monash University.
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Key Executives

Ms Moh Kah Ling Zoey is the Vice President for Information Technology, Broadcasting. She is responsible
for the Broadcasting business, which includes the set-up boxes, digital/analogue TV network infrastructure
and MATV/CATV/Pay TV and DVB systems. Her responsibilities include account management, developing
new business opportunities and the formulation and implementation of business strategies of the IT broadcasting
business. She has more than twelve years of relevant experience. Ms Moh holds a degree in Business from
the Monash University.

Ms Phua Ai Geok Adeline is the Vice President for Information Technology, Retail Systems. She is responsible
for the Retail Systems business, which includes the point-of-sale (POS) terminals, payment gateways and
solutions, and POS value added services such as electronic receipt capture. She manages existing accounts
and develops new business opportunities. In addition, she is responsible for the regional client management,
supply chain management and is part of the regional IT Retail Systems business strategy team. Ms Phua has
more than fifteen years of experience in the payment solutions industry.

Ms Lucy Phua is the Vice President for Accounts. Ms Phua is responsible for the accounts department.
She maintains appropriate funding to cater for the needs of the Company's operation so as to minimise risk
and exposure to currency fluctuation. Her responsibilities include the preparation of the Company's yearly
budget as well as the consolidated budgets for the NeraTel Group and their implementations. Ms Phua has
more than twenty-three years of experience in accounting. She holds a degree in Commerce from the
Deakin University.

Mr Png Keng Geok Albert is the Vice President for Information Technology, Network Infrastructure. He is
responsible for the Network Infrastructure business comprising internet appliances, security solutions, network
solutions and free space optics. He manages the existing accounts and develops new business opportunities.
In addition, he is responsible for the regional client management and is part of the regional IT Network Infrastructure
business strategy team. Mr Png has more than twenty-two years of working experience in the IT industry.

Mr Yap Chei Leong Albert is the Vice President for Telecommunications - Transmission Networks,
Client Management. His responsibilities include managing existing accounts and developing business
opportunities. He is responsible for the client management in Asia and is part of the regional Transmission
Networks business strategy team. He has approximately ten years of relevant experience within the
Telecommunications industry. Mr Yap holds a degree in Engineering from the Nanyang Technological University.
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Business Segment Telecommunications

Frequency testing
Engineer at work
Product discussion on Compact Link

Nera WorldPro 1000 for remote
communication (BGAN Terminal)

Servicing of F33 Terminal
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Business Segment

telecommunications

Transmission Networks

Satellite Communications
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Business Segment

01

02
03
04
05
01 Staff interaction in
IT Broadcasting Lab
02 IT Retail Systems Helpdesk
03 Point-of-sale Terminal
04 Communicating with customer
05 Point-of-sale Terminal



























