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OPERATIONS REVIEW

SALES AND OPERATIONS

2001 was a year of changes, challenges and difficulties for the Group. The generally sluggish conditions of the
telecommunications services sector were exacerbated by an unexpected sharp decline in the economy starting
from the second quarter of the year, and the September 11 terrorist attacks on the United States of America.
This led to the deferment of several large domestic and international projects from the current year to the next.
As a result, the Group's turnover for the year dipped by 5.8% percent to $S$67.2 million compared to the same
period last year.

Overall, the Group incurred a FY2001 net loss of S$16.1 million, up from an S$2 million loss in FY2000. This
bigger loss arose partly from lower margins of S$1.7 million, but mainly from inventory write-offs and writedowns
of S$8.6 million, fixed and intangible assets disposed of or written off amounting to S$2.1 million, as well as bad
debts and provision for doubtful debts of $$1.2 million.

These painful but necessary measures will position the Group for a more competitive posture in 2002.

Harnessing our Core Competencies

During the year under review, the Group continued to put in place strategies to improve its core competencies
in the areas of voice, data and network infrastructure. Efforts were intensified to capture as much business
opportunities as possible. As a result, we managed to clinch several significant projects.

In the media sector, Singapore Press Holdings (SPH) awarded a major contract to our Telecom Division to implement
a full suite telecommunications systems for its new building. By incorporating Avaya Call Centre Solution, which
is an intelligent system software with predictive technologies, SPH is among the few in Singapore to own the best-
in-class call center.



As the telecommunications operators expanded their
next generation infrastructure to meet demand for
innovative service offerings, the carrier market presented
opportunities for the Group. We scored several new
wins that included the installation, provisioning and
implementation of a regional Virtual Private Network
(VPN) and Managed Firewall Services for a major service
provider. These projects encompassed the setting up
of the Network Operations Centre, regional installation
and maintenance services for more than fourteen
countries in the Asia-Pacific region.

In the highly competitive service provider market, the
Group has found a niche to serve the needs of this
segment of customers. Since launching our service
offering of providing Analogue and Digital dialers to
the service providers a year ago, we have now secured
approximately 65 percent of the market-share for
dialers. Our capability in providing a comprehensive
range of quality services at competitive prices resulted
in a high customer retention rate and also an increased
market share.

More recently, a local dominant service provider awarded
a contract to Plexus Technology Pte Ltd, Teledata’s
wholly-owned subsidiary, for the supply, installation
and commissioning of a nationwide Power Line
Communications Broadband Access Network to provide
Internet Access, Virtual Private Network and Telephony
solutions for the ISPs, ASPs and SSPs. Plexus’ strength
in network infrastructure was proven as this project
encompassed the bridging of the Broadband Access
Equipment to both the Last Mile Power Line
Communication Devices and the existing SDH core
network.

In the past year, the Group has rapidly developed its
capabilities in the datacommunications area. A Datacom
Division was set up in the first half of the year and was
supported by a team of trained staff with experience
in network management. Within the enterprise
customer segment, the Division secured a significant

contract in the local banking sector. As a result of the
mergers and consolidations in the financial institutions,
a prominent bank chose us for a part of their data
network integration project. We are deploying reliable,
scalable and secured communication solutions for the
migration to an IP-based network infrastructure. It will
form part of the bank's nationwide IP-based network
that links all the branches and data centers in Singapore.

Expanding Market Share

In the international arena, emphasis was placed on
regional expansion and strengthening of the various
country operations. During the year, we continued to
reinforce our position in most Asian markets with major
projects secured from enterprise and telecom service
providers. The Group's regional expansion plan was
rewarded by a good performance through our overseas
subsidiaries in Malaysia, Thailand, Hong Kong, India
and Philippines, which capped a busy year by turning
in record revenues.

Meanwhile, Teledata Thailand has commenced work
on a project for Advance Info Service PLC (AIS),
Thailand's largest GSM mobile operator to upgrade its
existing data transmission network. This was one of
the largest telco contract awarded in Thailand last year.
It involves the upgrading and expansion of the existing
network using state-of-the-art Data LAN and WAN
solutions, and will cover the whole of Thailand with
more than 39 sites. It is scheduled for completion in
early 2002. TA Orange, an emerging mobile phone
operator in Thailand, also appointed the company to
install a nationwide network covering all its regional
centers.

In Malaysia, Teledata was awarded a project by Telekom
Malaysia to deploy state-of-the-art network security
for its data centre. In the enterprise sector, DHL chose
us to implement an IP solution monitoring its Network
infrastructure and Application & Web transaction
performance.
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Over in India, Mumbai's leading ISP Bombay Suburban Electricity Supply Co. awarded Teledata a contract to deploy
high-speed bandwidth management solution. We also successfully completed an IP performance management
system contract for GE India and installed high-speed network for the largest Cable ISP, Hathway Cable and
Datacom. PCS, a leading software services company in India, also chose us to implement a Total Bandwidth
Management project.

In Myanmar, business came from an existing customer upgrading its network infrastructure. A key mobile
operator also awarded a project to Plexus Technology Pte Ltd, Teledata's subsidiary, to expand its existing GSM
SDH backbone network in the two largest cities in Myanmar - Yangon and Mandalay. Since the end of 2000,
Plexus has successfully installed the next-generation infrastructure solutions in all ten sites throughout the two
cities. To be ready for the launch of quality and extensive GSM coverage service by early 2002, this project was
completed in December 2001.

Streamlining of Operations

In tough times, tough decisions have to be taken. Towards the end of second quarter, when it was clear that the
downturn was not a temporary phenomenon, immediate action was put in place.

The third quarter of 2001 saw the consolidation of our local operations. The collapse of the Internet bubble and
a slowdown in global demand for IT services made the business of Remote Network Management untenable.
Upon careful deliberation, the Group decided to take the most prudent course of action by exiting from the
Remote Network Management business completely and refocusing on its core businesses. Hence, our joint venture
with Internoc was wound down.

In a move to further streamline the Group's lines of business, the operations of TD-Services, a subsidiary of the
Group that specialised in the design and implementation of Total Business Communications Solutions, were
integrated back within the Group. As the integration process took place, where possible, the company re-deployed
some of the affected employees to other divisions within the Teledata Group. The move was aimed at achieving
economies of scale, cost efficiencies and operational synergies within the Group.



The Group has also reduced our stake in e-Cop.net, a
joint venture specialising in Internet Security Surveillance
Service (24 x 7 ISSS), from 40.8% to 34.02%.

To further streamline our business processes, as well
as provide the various business units with tools for easy
information access and decision-making, we have
adopted a company-wide implementation of Enterprise
Resource Planning applications.

Achieving People Excellence

Even in difficult times, the Group conscientiously invested
in its human resources. Thus training programmes and
training budget were doubled from the previous year.
Such sustained efforts culminated in the award of the
People Developer Standard (PDS) by the Singapore
Productivity and Standards Board (PSB) in June 2001.
This achievement not only serves as a testament to our
relentless pursuit of excellence but also an endorsement
of the quality of our work force.

PROSPECTS

Going forward, the Group would take all appropriate
measures to capture new business opportunities,
especially in Internet Protocol (IP) Telephony. According
to the findings by a market research company, the
proliferation of voice over Internet Protocol (VolP) across
Southeast Asia would dramatically increase as various
countries open their telecommunications sectors to
competition. The increasingly deregulated markets of
Singapore and Malaysia had been among the first in
the region to offer VoIP services. In this connection,
market research shows that the IP-based voice services
revenue in Singapore alone would grow to US$293.5
million by 2005. Regionally, IP Telephony revenues
would grow to US$1.17 billion by 2006. In the next
5 years, valued added services such as the web-
integrated voice, unified messaging and IP multicast
will contribute a significant portion of VoIP revenues.

The dramatic jump in mobile phones and other handheld
devices should also see the market for WLANS (wireless
local area networks) grow at a robust 51 percent a
year between now and 2005 in the Asia-Pacific region.
Market researcher, Gartner Inc., predicts that 40 percent
of all e-commerce would be handled in a wireless
environment by 2004. Meanwhile, the global market
for m-commerce would generate 14 billion transactions

annually with a value of US$200 billion by 2004. The
Group will capitalise on the boom in wireless
communications and m-commerce through forging
strategic partnerships with market leaders to develop
and deliver the next killer applications and services.
This is in line with the government's plan to develop
Singapore into a vibrant wireless economy.

The convergence of wired and wireless communication
is also creating exciting new ways of delivering services
to customers on a personalised basis. In the new
customer orientated economy, providing good customer
service has never been more important. Because the
increasing use of information management techniques
would allow companies to expand and solidify their
customer relationships, the future holds much promise
for industry players in the Call Centres and Customer
Relationship Management arena. In a recent report,
market researcher IDC said that revenues for CRM
software, hardware and services in the region (excluding
Japan) would hit US$5.7 billion in 2005. This represents
a compound annual growth rate (CAGR) of 30 percent
from last year. The adoption of Call Center Applications
among Asian companies poses abundant opportunities
for the Group, as we continue to build our strength in
this new area.

Expanding Our International
Operations

Continued efforts will be made to further replicate our
core businesses through regional expansion. The Group
plans to increase its market penetration in regional
markets, for example, China, while putting in place
the basic building blocks for the next wave of emerging
markets.

CONCLUSION

The marketplace will remain challenging in year 2002.
But we will endeavour to expand our business revenue
base and profitability. It is also necessary for the Group
to continue on its path of rationalisation and tighten
its control on costs. We are confident that the on-going
streamlining of our operations will strengthen our
position in the market.

Concurrently, the Group will work to extend its reach
to a wider range of geographical markets over and
above those it already serves.
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