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NERA TELECOMMUNICATIONS LTD

First Quarter Financia! Statement For the Period ended 31 March 2005

PART | - INFORMATION REQUIRED FOR ANNOUNCEMENTS OF QUARTERLY {Q1, Q2 & Q3),

HALF-YEAR AND FULL YEAR RESULTS

1{a} Anincome statement (for the group) together with a comparative statement for the
corresponding period of the immediately preceding financial year

Group Increase/
1Q2005 | 1Q2004 |(Decrease)
S§000 | S$'000 %
TUrNOVer e b 61462) 34369) 788
Oost of sal% (49,773) (24,966) 994
Grossproft 1 10| ed03| 243
Other operatung |noon1a WMMWMM 415 290 43.4
DStl'lbLlUOﬂ and sellmg expenses - 2 (5;445} (4,087) 332
Administrative expenses ) 23 (1,758 (1508 167
B 4m 9) 2205
per 4,477 3,971 _ 12'7.
Financial expenses {886) (55) 56.4
Financiel income e 220 2% 6.4
Profit after financial ltems _ 4,841 4,451 118
Shareef resuits of assomated con'pany T4 1 (113) (BQ')' ''''' 2'7.0'
Profit before taxation o a528| 4,062 15
Taxation ) T (1,361 (1,249) 90
Profit after taxation ' 3,167 2,313 128
Mnorily interests e 5 (460)  _(258) 783
Net profit attrlbutable to shareholders 2707 2,555 59
and armrtlzatron M JUSONURE ISR N . G .
(Provision)Awriteback for doubifus debts _ 1 e 83|
(Frovisionywriteack for stockobsolesence |} @sg| el M
Frovision for warranty A I o) @) 7t
Groee profit as a percentage of turnover _________ 19.0%|  274% (30.5)
Frofit after taxanon asa percentage of turnover o 5% . 8.2% {370}
Net profn after taxation as a percentage of issued capltel and N -
reserves at end of penod 35% o ?32‘%: - 94




Notes to the Income statement

1.

Group gross profit increased 24.3%, from 8$9.4 million to $$11.7 million due to higher
turnover for all three business segments. Compared to 1Q2004, higher gross profits
were recorded for the Telecom and Contract Manufacturing (“CM") business segments
while gross profit for the IT business segment was lower.

Overall, Group gross profit as a percentage of turnover had declined as compared to
1Q2004, from 27.4% to 19.0% due mainly to lower margins from all three business
segments as a result of product/project sales mix, higher costs of sales due to the
strong Norwegian kroner and weakening of the US dollar, and higher stock and
warranty provisions.

Corrasponding to the higher turnover, overall Group operating expenses showed an
increase of 33.3% or 8$1.9 million, due mainly to higher regional business activities
and a provision for doubtful debts of $$687,000. Compared to 1Q2004, there was a
writeback of provision for doubtful debts of $$483,000.

Distribution and selling expenses saw a net increase of 33.2% or $%1.4 million, due
mainly to the above reasons.

Administrative and other operating expenses increased 16.7% or $$252,000 and
229.5% or 8$296,000 respectively due to higher operating costs arising from higher
revenue and business activities.

Included in Administrative expenses was share opticn expense of $$9,000 for 1Q2005
{1Q2004 : S$9,000)

Arising from the adoption of the Financial Reporting Standard 102 Share-based Payment
{(FRS 102), the Trinomial Option Pricing Model (“TOPM"} in the Bloomberg Executive
Option Valuation Module {"BEOVM") has been applied to astimate the fair value of these
options,

Included in Other operating expenses was a prior year foreign exchange gain of
5$97,000 now realised in 1Q2005 as a result of the implementation of Financial
Reporting Standard FRS 39 Financial Instruments : Recognition and Measurement,
which became effective from 1 January 2005. To effect the change of accounting policy,
the FY2004 retained eamings of both the Group and the Company had been adjusted
and credited with this amount. For the current period under review, the fair value of the
hedged forward transactions have been determined pursuant to FRS 39 and the net
amount of $$179,000 which had been marked to market at closing was recorded in the
accounts as an unrealised exchange loss.

This relates to operating loss from an associated company, Nera (Malaysia) Sdn Bhd.

The Company has a 68.27% equity interest in Nera Electronics Ltd and the remaining
31.73% relates to the portion of profit attributed to minority shareholders.

NM = Not Meaningful




as at the end of the immaediately preceding financial year

1(b)ti) A balance sheet {for the issuer and group), together with a comparative statement

e Group o Company
Balance Sheetasat 31/3/2005 | 31/12/2004 | | 31/3/2005 | 31/12/2004
$$°000 $$'000 $$'000 S5$°000
Share capital and reserves _
Share capital 18,000 18,000 18,000 [ 18,000
Share premium 11,383 11,383 11,383 [ 11,383 |
Fp e I s & 292
: %3 geis) e
57,884 55177 | 32,188
Translation reserne (1,316)]  (1.428) -
______ 90,085 | 88,157 61,654 |
Minority interest 13,742 13,282 - | -
104,727 101,439 61,654 59,871
Fixed assats gads| 10,080 azis | dam
Subsidiaries R R | 9,580 9,580
Associated companles 26201 2720 | 199 199 |
1,680 1,630 743 787
25,743 32,223 4,501 8,572
18,734 10,631 | 16,429 10,631
37,562 38E26| | 21,972 20,348
4,735 1,069 925
Dué from associated company (trade) | | 7.164 7164 | 6,482
Due from associated company (non-trade) | 2 3,845 3,845 3,939
Due from related companies (trade) | 9,800 1,744 4,992
Bus fiom subsidiaes (rade) | : “gser| 48
Due from subSldlary (non-trade) - 1,132 969
) 5 “sool 7 | 5000 77,000
Cash and bank balances 3 37,445 280926 | 12,134 3,720
Total current assets 154,048 150,112 82,797 81,630
Current liabilitles .
Trade creditors 31,180 28,797 17,757 14,350
Other creditors and accruals 175781 | 5.673 8,437
Provision for warranty 3,748 2,368 2,286
Due to subsidiaries (trade) - 558 1,757
Due to associated company (trade) | | 1764 | 1,505 - -
Due to related com panies (trade) _6,5556 5,866 6,805
P D 661 P
Lease obligations (current portion) 14| - -
Total current liabilities 63,061 35,883 36,759
Netcurentassals || stom| srost
Non current liability
Lease obligations (39) - {42) - -
TR 435 STeE S5




Notes:

1. This relates to the share option reserve registered in the accounts in
accordance with FRS 102 which became effective on 1 January 2005. The
comparative figures for FY2004 for the Group and the Company have been
correspondingly restated to show the effect of FRS 102 (see also item 5).

2, This relates to interest bearing advances to an associated company in Malaysia
to fund its various projects.

3. The reduction was due mainly to increased fundings for operations and working
capital.

1{b)}{ii) Aggregate amount of group’s borrowings and debt securities

Amount repayable in one year or less, or on demand

| As at 31/3/2005 | As at 3112/2004 |
Secured Ungecured Secured Unsecured
55000 5$'000 $5'000 S55%'000
14 - 14 -

Amount repayable after cne year

[ As at 31/3/2004 | As at 31/12/2003 ]
Secured Unsecured Secured Unsecured
S5'000 5$'000 S5'000 S%'000
39 - 42 -

Details of any collateral

Fixed Assets (stated at net book value} acquired by way of finance lease arrangements as at 31
March 2005 were as follows:

Motor Vehicles 1 §%$60,000




1{c} A cash flow statement (for the group}, together with a comparative statement for the

corresponding period of the immediately preceding financial year

Period ended

Cash flows from operating actmtms
Profit before tax
Adjustments for :

Depremation offixadassets

31/03/2005 | 31/03/2004

~ $$7000
______________ © 4,062
818 7ot

Gain from dlsposal of ﬁxed assets

Provision for stock obsolescence

Write-back of provision for stock solescence

Provision for doubtful debts

Write-back of provision for doubtful debts

Provision for warranty

Write-back of provision forwaranty

Interest expense

_Decreesel(mcreae_e) in :
Trade dabtors

Operating profit before working capital changes |

Other debtors, deposits .E!h.d prepayments

Stocks

Contracts-wark-in-progress

Chang 'n relats __partleslassomate balances

~Trade creditors

"'Other creditors and aceruals

BrovisiorTor weﬁanty ................................................

..... w300 T (742)
L (14) {10)
Net cash flows generated from/(used in) operating activities 336 (6,242}
Cash flows from Investing activities )
Proceeds from disposal of fixed assets - 5
(184) {520)
250 235
Net cash flows generated fromf(used__i__n) rsting activi 66 (280)
Cash flows from financing activities :
(2) (123)
2 {123}
o~ lncreasef{decreasej'|'n'"i':ash B B A 7
Effect of exchange rate changes LY (23)
Cash and bank balances at beginning of the period 45926 85711
Cash and bank balances af end of the perlod 46,445 59,043




d}(i)

Forthe yoar ondod 31 March 2005 | Share | Share | Rovenue | Capital {Share Option Translaion] Total |

A statament (for the issuer and group) showing either (i} all changes in equity or (ii)
changes in equity other than those arising from capitalisation issues and
distributions to shargholders, together with a comparative statement for the
corresponding period of the immediately preceding financial year

The Group o | S$000 | S$000 | S$000 | S§000 | S§000  S$000 | S$000
Balance as at 1.1.2005, as restated*| 18,000 11,383 55177 | 4,951
Forelgn cun'encytranslaton difference - - - -

Capital Prem|um Resere | Resene | Resens Reserve

Share opfionexpense I - ) - o
Net proﬁt for the period o - - 2,707 -
Balance as at31.3. 2005 - 18,000 11,383 57,884 4,951

Balance as at 1.1.2004, as restated*| 18,000 11,383 | 4

Foraign currency translation difference - - - 77 (7N
Shareophonemnse i I e S R ] et B
o - R T - e e

18000 11,383} 518381 4,051 47 {1,132)] 84,887

Balance as at 1.1.2005, as restated*| 18000 | 11,3831 30414 - 74 - | 59871
Shas opton smenss R RO ol Sob - - i
e oeoiton e aiod RS P S - P - R
Balance as at 31 3.26“05 18,000] 11,3831 32,188 - 83 . 61,654
‘Balance as at 1.1.2004, as restated* | 18000 | 11,383 | 28,714 - 38 - 158,435
Sharoapien oonse . . ik B - : s
Netprofitfor e pariod ™~ . . e . - . o
Balanca as at 31.3. 2004 18,000 11,383 30,700 - 47 - 60,130

_adoption of FRS 102 and FRS 39. The details of the changa in equitywere reported initem Softhisreport ©

....... .

1(d)(ii} Details of any changes in the company's share capital arising from rights issue,

bonus issue, share buy-backs, exercise of share options or warrants, conversion of
other issues of equity securities, issue of shares for cash or as consideration for
acquisition or for any other purpose since the end of the previous period reported
on. State also the number of shares that may be issued on conversion of all the
outstanding convertibles as at the end of the current financial period reported on
and as at the end of the corresponding period of the immediately preceding
financial year

There were no changes to share capital since 31 December 2004, As at 31 March 2005, there
were 4,115,000 unexercised share options granted (2004: 4,128,000).

Whether the figures have been audited, or reviewed and in accordance with
which standard or practice [e.g. the Singapore Standard on Auditing $10
{Engagements {o Review Financial Statements), or an equivalent standard]

The figures have not been audited or reviewed by the auditors.




Whaere the figures have been audited or reviewed, the auditors’ report (including
any qualifications or emphasis of matter)

N.A.

Whether the same accounting policies and methods of computation as in the
issuer’s most recently audited annual financial statements have been applied

The Group has applied the same accounting policies and methods of computation in the
financial statements for the current reporting period as in the latest audited annual
financial statements except for the changes in accounting policies relating to FRS 102 and FRS 39.

If there are any changes in the accounting policies and methods of computation,
including any required by an accounting standard, what has changed, as well as
the reasons for, and the effect of, the change

With effect from 1 January 2005, the Group changed its accounting policy with respect to the
treatment of share options to conform with the requirements of FRS 102 which applies to share
options that were granted after 22 November 2002 and had not vested at the effective date of this
FRS.

Similarly, the Group adopted Financial Reporting Standard FRS 39 Financial Instruments :
Recognition and Measurement, whare the fair value hedged accounting of forward foreign
exchange transactions have been recorded in the financial statements for the period under review.

The change in accounting policy as a result of the adoption of FRS 102 resulted in a retrospective
prior year adjustment to retained earnings as at 1 January 2004 and 1 January 2005 of $$38,000
and S$74,000 for the Group and the Company respectively.

The effect of the change in accounting policy as a result of the adoption of FRS 39 resulted in a
prior year adjustment to retained earnings as at January 2005 of $$97,000 for the Group and the
Company respectively.

...... Group: Company
__________________ 1Q2005 | 1Q2004| 1Q 2005 | 1Q 2004

i S$000 | S$000 $$'000 | S$$000

Opening retained eamings as previousiy reported 55,154] 49,121| 30,391} 28,752

Effect on change in accountlng policies - FRS 102 74 (38)| (74) (38)
_________ | _ FRS 39 o7 | 4 -

Openlng retained eammgs as restated 85,1771 49,083 30,414}

Profit for the period = 2,707 2,555 1,774

Endlng retalned gs N 57,884 51,638 32,188

Earnings per ordinary share of the group for the current financiat period reported on and the
corresponding period of the immediately preceding financial year, after deducting

any provision for preference dividends




8 roup T Group B

Period ) Period
ended 31 ended 31

Mar 2005 Mar 2004

Basic earnings per ordinary share for the financial period ended 31 March 2005 was calculated based on
the weighted average number of shares in issue of 360,000,000 {2004: 360,000,000} ordinary shares of
5$0.05 each. Fully diluted eamings per ordinary share for the financial period ended 31 March 2005 was
calculated based on the adjusted weighted average number of shares in issue (adjusted for the effects of
dilutive options) of 360,981,844 ordinary shares of $$0.05 each {2004 : based on weighted average
number of shares in issue of 360,000,000 ordinary shares (adjusted for the effects of dilutive options ) of
361,249,216 ordinary shares of $30.05 each}.

7. Net asset value (for the issuer and group) per ordinary share based on issued share
capital of the issuer at the end of the (a) current financial period reported on and (b)
immediately preceding financial year

| Group & Company
i 31 Mar 2005 : 31 Dec 2004
{cents) {cants)

Net asset value per ordinary share as at 31 March 2005 and 31 December 2004 respectively was
calculated based on the number of shares in issue of 360,000,000 ordinary shares of $$0.05 each.

8. A review of the performance of the group, to the extent necessary for a reasonable
understanding of the group’s business. it must include a discussion of the following:- (a) any
significant factors that affected the turnover, costs, and earnings of the group for the current
financial period reported on, including (where applicable) seasonal or cyclical
factors; and (b} any material factors that affected the cash flow, working capital, assets or
liabilities of the group during the current financial period reported on

Turnover

Compared to 1Q2004, Group turnover increased significantly by 78.8%, from $$34.3 miillion to $$61.4
million. All three businass segments recorded an increase in turnover.

Telecommunications {Telecom)

Turnover increased 67.6%, from $$15.4 million to $$25.9 million due mainly to delivery of microwave radio
transmission equipment to customers in India, Indonesia, Australia, Thailand and the Philippines as well as
the Group's PDH Compact IV radios to Nera Networks Norway and Nera USA for customers in the USA and
EMEA {(Europe, Middle East and Africa) markets. Satellite sales saw a significant improvement with
increased sales of satellite terminals to distributors and customers in the region.




Information Technology (IT)

Turnover increased 46.5%, from S$9.7 million to $$14.2 million, due mainly to sales and detivery of IT
network infrastructure equipment and DTT (Digital Terrestrial TV) infrastructure equipment to existing
customers in Singapore and point-of-sales (POS/EMV) terminals to customers in Malaysia.

Contract Manufacturing {CM)

Significant improvement in turnover of 115.8%, from S§$12.3 million to $$26.7 million, due to the high
demand from the Telecommunications and Instrumentation (T&I) market segment.

The T&l business saw an increase of 197% in turnover, from $$6.8 million to $$20.2 million. This was due
mainly to orders of Compact [V PDH microwave networks transmission equipment, wireless mobile
networks equipment, digital test transmission equipment and satsllite broadband access router.

Turnover from the Medical and BioScience (M&B) business segment saw a 22% increase in turnover, from
5$5.1 million to $$6.2 million due to increase in repeat orders from existing customers.

Gross Profit

Group gross profit increased 24.3%, from $$9.4 million to $%11.7 million due to higher turnover for all the
three business segments. Compared to 102004, higher gross profits were recorded for the Talecom and
CM business segments while gross profit for the IT business segment was lower.

Overall, Group gross profit as a percentage of turnover had declined as compared to 102004, from 27.4%
to 19.0% due mainly to lower margins from all three business segments as a resuit of product/project mix,
higher cost of sales due to strong Norwegian kroner and weakening of the US dollar, and higher stock and
warranty provisions.

Operating Expensas

Corresponding to the higher turnover, overall Group operating expenses showed an increase of 33.3% or
5$1.9 million, due mainly to higher regional business activities and a provision for doubtful debts of
$$687,000. Compared to 1Q2004, there was a writeback of provision for doubtful debts of $$483,000

Distribution and selling expenses saw a net increase of 33.2% or $$1.4 million, due mainly to the above
reasens.

Administrative expenses increased 16.8% or §$252,000 and Other operating expenses saw an increase of
229.5% or 5$296,000 due mainly to higher operational expenses arising from higher revenues and business
activities. The effect of the change in accounting policies as a result of the adoption of FRS 102 and FRS
39 were reported in item 5 of this report.

The Group recognise the importance of expanding into new markets and it will continue with its efforts to
constantly raview and manage costs in line with potential business opportunities.

Profit Bafore Taxation (PBT)

With higher turnover, Group PBT increased 11.5%, from $$4.1 million to $$4.5 million. However, as a
percentage of tumover, PBT decreased from 11.8% to 7.4%, due mainly to lower margins from all the
business segments, higher provisions for doubtful debt, stocks and warranty as well as the effect of the
change in accounting policies as compared to 1Q2004.

Cash flow

As at 31 March 2005, the Group managed to maintain a healthy cash balance of $$46 million despite the
need for higher working capital to support is increasing sales and marketing activities.




9. Where a forecast, or a prospect statement, has been previously disclosed to shareholders,
any variance hatween it and the actual results

N.A.

10. A commentary at the date of the announcement of the significant trends and competitive
conditions of the industry in which the group operates and any known factors or events that
may affect the group in the next reporting period and the next 12 months

Telecommunications (Telecom)

The mobile market, in particular, the cellular infrastructure market remains positive and cellutar operators
continue to invest in expanding their wireless infrastructure networks, coverage as well as value added
services. Some of the mobile operators has also embarked on rolling out 3G networks and services. The
Group has managed to secure about S$30 million microwave transmission network and equipment orders
from customers in South East Asia, India and Australia, and Compact IV PDH radio products from
customers in Asia, Amercias and EMEA,

The increased marketing activities as well as sales efforts towards our distributors and customers had
resulted in an increase in Inmarsat terminal orders from various customers and distributors in China,
Taiwan, Japan, Korea and India. The Group will continue to increase its sales and marketing efforts on both
the land and marine Inmarsat terminals to strengthen its market position. In this quarter, the Group has
managed to win a major order from a customer in India for an Inmarsat satellite gateway worth about $%5.5
million and a $$3.2 million order for Inmarsat terminals from a customer in North East Asia. On the DvB
RCS business, the Group is working closely with a number of potential customers as well as with its current
three DvB RCS satellite service providers to increase the DvB satellite terminal take up rate.

The competition in the Telecom market remains intense and many telecom and satellite operators are
demanding lower price and shorter defivery time. This has created challenges on our prices and delivery.
The Group will continue to strive to improve its sales and product mix, customer mix, supply chain and
operating cost in order to maintain its competitiveness and shorten delivery leadtime.

Information Technology (IT)

The Group has managed to secure repeat orders from its IT network infrastructure customers in South East
Asia and this has reinforced the Group’s position as a regional IT infrastructurs provider.

In the DvB digital TV terrestrial networks business, the Group is in the final stage of deploying a DTT
infrastructure to a customer in Singapore. This will further increase the Group’s overall competence in
deploying DT infrastructure and will enable the Group to roll out such similar networks to broadcasters in
Asia. In the DvB mobile STB market, the Group continugs to focus on promoting its range of mobile Dvb
STB to customers and distributors in Europe

Inthe IT POS business, the Group has managed to secure EMV compliance POS terminals business from
various financial institutions. In Thailand and the Philippines, the Group has also managed to secure POS
maintenance business from new customers. The Group expects the demand for EMV compliance terminals
to increase as more and morg banks and financial institutions will gradually migrate to such terminals.

Competition and demand for broadband services has driven Telcos and ISPs to increase their IT
infrastructure spending and improve their network capabilities and capacity. Corporate IT infrastructure
spending remains weak in the short term, However, the Group believes that in the longer term, this will
improve as more companies need to upgrade or replace their current IT network to improve their productivity
and network security.

Contract Manufacturing {CM)
The outsourcing trend is continuing to grow, evident by the numerous enquiries, visits and approvals for our

CM facilities by potential OEM customers. With the Group’s marketing activities in place in Europe and USA,
the Group is expecting to benefit from the growing outsourcing trend.




The price and delivery demanded by many customers in the CM business has pressured contract
manufacturers to operate with lower margins. The Group is actively working to provide more higher value
added services, improve its supply chain management and productivity by investing in a new ERP system to
improve its margins. At the same time, the Group is also working to increase its new customers base so as
not to be overly dependent on any single customer.

The market sentiment in the T&l industry has shown signs of improvement. The demands from the T&l
customers are expected to continue to grow and the Group with its focus on developing these new and
advance technology customers, is well positioned to gain from this positive development.

For the M&B business segment, the Group is actively working to increase business activities with its existing
customers as well as new customers. The Group expacts to continue to win repeat ordars from its existing
M&B customers. However, due to the nature of this business segment and the longer approval cycle, the
Group does not expect to increase its customer base significantly,

The Group plans to expand its CM business into the aerospace industry, particularly in the avonics and
communications sector. Since the award of the AS8100 certification, the Group is actively offering its
manufacturing facilities and capabilities to potential customers in this sector.

The plan to establish a manufacturing facility in India is on track and the Group is expecting the facilities to

be ready by the end of 2005. With the new facility, our customers will have the choice of producing their
products in a lower cost country.

11. Dividend
{a} Current Financial Period Reported On
Any dividend declared for the current financial period reported on?  None
(b} Corresponding Period of the Immediately Preceding Financial Year
Any dividend declared for the corresponding period of the immediately preceding financial year?
None
{c) Date payable

Not applicable

(d) Books closure date
Not applicable
12. I no dividend has been declared/irecommended, a statement to that effect

N/A

PART Il - ADDITIONAL INFORMATION REQUIRED FOR FULL YEAR ANNOUNCEMENT
{This part is not applicable to Q1, G2, Q3 or Half Year Results)

13. Segmented revenue and results for business or geographical segments {of the
group} in the form presented in the issuer's most recently audited annual financial
statements, with comparative information for the immediately preceding year

N/A




14,

15.

16,

17,

In the review of performance, the factors leading to any material changes in
contributions to turnover and earnings by the business or geographical segments

N/A
A breakdown of sales

N/A

A breakdown of the total annual dividend (in dollar value} for the issuer’s latest

full year and its previous full year

N/A

Aggregate value of interested persons transactions conducted pursuant to a shareholders'
general mandate for the year ended 31 March 2005.

Pursuant to Rule 920(1)(a)(ii} of the Listing Manual, the details of the aggregate value of interested
person transactions conducted pursuant to a shareholders' general mandate are as follows:

Naime of Interested Person

Aggregate value of all interested person fransactions
conducted under a shareholders’ mandate pursuant to
Rute 920 (excluding transactions less than $$100,000)

Nera Networks AS

Nera Networks, Inc.
Nera Satcom AS

Nera Broadband Satellite

Nera Networks AS
Nera Satocom AS
Nera Broadband Satdllite

S$000

11,974
1,769

1,030
5,701

1,669
14

BY ORDER OF THE BOARD
Tan Cher Liang

Julie Koh Ngin Joo

Company Secretaries
15/04/2005




