NOTICE ACCOMPYING THE ELECTRONIC PROSPECTUS OF ICAPITAL.BIZ BERHAD
(“ICAPITAL.BIZ" OR THE "“COMPANY”) DATED 26 SEPTEMBER 2005 (“ELECTRONIC
PROSPECTUS”)

(Unless otherwise indicated, specified or defined in this notice, the definitions in the Prospectus shall apply
throughout this notice).

Website

The Electronic Prospectus can be viewed or downloaded from Bursa Malaysia Securities Berhad (“Bursa
Securities”)’s website at www.bursamalaysia.ogvebsite”).

Availability and Location of Paper/Printed Prospectus

Any applicant in doubt concerning the validity or integrity of the Electronic Prospectus should immediately
request a paper/printed copy of the Prospectus, subject to availability from K & N Kenanga Berhad
(“Kenanga”), Participating Organisations of Bursa Securities, members of the Association of Banks in Malaysia,
members of the Association of Merchant Banks or Malaysian Issuing House Sdn Bhd. Alternatively, the
applicant may obtain a copy of the Prospectus from the authorized depository agents, which are registered
members of Bursa Securities.

Prospective investors should note that the Applicant Forms are not available in electronic format.

Jurisdictional Disclaimer

This distribution of the Electronic Prospectus and the sale of the Public Issue Shares are subject to Malaysian
laws. Bursa Securities, Kenanga and the Company take no responsibility for the distribution of the Electronic
Prospectus and/or the sale of the Public Issue Shares outside Malaysia, which may be restricted by law in other
jurisdictions. The Electronic Prospectus does not constitute and may not be used for the purpose of an offer to
sell or an invitation of an offer to buy any Public Issue Shares, to any person outside Malaysia or in any
jurisdictions in which such offer or invitation is not authorized or unlawful or to any person to whom it is
unlawful to make such offer or invitation.

Close of Application

Applications will be accepted from 10.00 a.m. on 26 September 2005 to 5.00 p.m. on 7 October 2005 or at such
later date or dates as the Directors of icapital.biz and the Kenanga as the Underwriter in their absolute discretion
may jointly decide.

The Electronic Prospectus made available on the Website after the closing of the application period is made
available solely for informational and archiving purposes. No securities will be allotted or issued on the basis of
the Electronic Prospectus after the closing of the application period.

Persons Responsible for the Internet Site in which the Electronic Prospectus is Posted

The Electronic Prospectus which is accessible at the Website is owned by Bursa Securities. User’s access to the
Website and the use of the contents of the Website and/or any information in whatsoever form arising from the
Website shall be conditional acceptance of the terms and conditions of use as contained in the Website.

The contents of the Electronic Prospectus as provided by icapital.biz to Bursa Securities are for information and
archiving purposes only and are not intended to provided investment advice of any form or kind, and shall not at
any time be relied upon as such.
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icapital.biz Berhad

(Company Number: 674900-X)
(Incorporated in Malaysia under the Companies Act, 1965)

CLOSED-END FUND

Public issue of a minimum of 60,000,000 ordinary shares of RM1.00 each in icapital.biz
Berhad (OSharesO) at an issue price of RM1.00 per Share payable in full comprising:

0] a minimum of 47,000,000 Shares available for application under private placement;

(i) a minimum of 10,000,000 Shares available for application by the Entitled
Subscribers (as defined herein); and

(i) a minimum of 3,000,000 Shares available for application by the Malaysian public,
companies, societies, co-operatives and institutions;

and a maximum of 140,000,000 Shares at an issue price of RM1.00 per Share;

In conjunction with its listing on the Main Board of Bursa Malaysia Securities Berhad.

For information concerning certain risk factors which should be considered by prospective
investors, see ORisk FactorsO as set out in Section 3 of this Prospectus.
Investors should read and understand the whole Prospectus prior to deciding on whether to invest.

Adviser, Underwriter & Placement Agent
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K & N KENANGA BHD

Company No. 15678-H

Fund Manager Custodian Investment Adviser
CAPITAL DYNAMICS
ASSET MANAGEMENT Deutsche Bank CAPITAL DYNAMICS
SDN BHD DEUTSCHE BANK (MALAYSIA) BERHAD SDN BHD
(Company Number: 389773-H) (Company Number: 312552-W) (Company Number: 171744-U)

THIS PROSPECTUS IS DATED 26 SEPTEMBER 2005 AND EXPIRES ON 25 SEPTEMBER 2006



This Prospectus has been seen and approved by the Directors of icapital.biz Berhad (“icapitalbiz” or the
“Company”) and they collectively and individually accept full responsibility for the accuracy of the information
contained herein and confirm, having made all reasonable enquiries, that to the best of their knowledge and
belief, there are no false or misleading statement or other facts the omission of which would make any statement
herein false or misleading.

The information relating specifically to Capital Dynamics Asset Management Sdn Bhd (*CDAM”), Capital
Dynamics Sdn Bhd (“CDSB*) and Deutsche Bank (Malaysia) Berhad (“Deutsche Bank™) have been provided by
the respective Board of Directors of CDAM, CDSB and Deutsche Bank. The respective Board of Directors of
CDAM and CDSB and the authorised representatives of Deutsche Bank, collectively and individually have in
respect of the relevant company, accepted responsibility that the information given herein relating to the relevant
company are true, accurate and complete, afier making all reasonable enquiries and to the best of their
knowledge and belief, there are no facts the omission of which would make any statement herein false or
misleading. The sole responsibility of the Board of Directors of icapital.biz is to ensure that such information
has been accurately and correctly extracted and reproduced from these sources.

K&N Kenanga Bhd (“Kenanga™), being the Adviser, Underwriter and Placement Agent acknowledges that,
based on all available information and to the best of its knowledge and beljef, this Prospectus constitutes a full
and true disclosure of all material facts concerning the Public Issue (as hereinafter defined).

The Securities Commission (“SC) has approved the issue, offer or invitation in respect of the Public Issue on 6
June 2005, 28 July 2005 and 22 August 2005 and that the approval shall not be taken to indicate that the SC
recommends the Public Issue.

The SC shall not be ligble for any non-disclosure on the part of the Company and takes no responsibility for the
contents of this Prospectus, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this Prospectus. INVESTORS SHOULD RELY ON THEIR OWN EVALUATION TO ASSESS
THE MERITS AND RISKS OF THE INVESTMENT. IN CONSIDERING THE INVESTMENT,
INVESTORS WHO ARE IN DOUBT AS TO THE ACTION TO BE TAKEN SHOULD CONSULT
THEIR STOCKBROKER, BANK MANAGER, SOLICITOR, ACCOUNTANT OR OTHER
PROFESSIONAL ADVISER IMMEDIATELY.

Bursa Malaysia Securities Berhad (*Bursa Securities™) shall not be liable for any nen-disclosure on the part of
the Company and takes no responsibility for the contents of this Prospectus, makes no representation as to its
coitectness or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this Prospectus. Admission to the Official List
of the Main Board of Bursa Securities is not to be taken as an indication of the merits of the Public Issue, the
Company or of its securities.

A copy of this Prospectus has been registered with the SC. A copy of this Prospectus, together with the form of
application, has also been lodged with the Registrar of Companies who takes no responsibility for its contents.

The Prospectus can also be viewed or downloaded from Bursa Securities’ website at
www.bursamalaysia.com.




Company Number : §674900-X

IMPORTANT DATES

The indicative timing of events leading up to the listing of and quotation for the Company’s entire enlarged
issued and paid-up share capital on the Main Board of Bursa Securities is set out below: -

Event Tentative Date
Opening of Application for the Issue Shares 26 September 2005
Closing of Application for the Issue Shares* 7 Qctober 2005
Balloting Date 11 October 2005
Despatch of Notices of Allotment of the Issue Shares to snccessful applicants 18 October 2005
Listing and Quotation of the Company’s entire enlarged issued and paid-up 19 October 2005

share capital on the Main Board of Bursa Securities

THESE DATES ARE TENTATIVE AND ARE SUBJECT TO CHANGES WHICH MAY BE
NECESSARY TO FACILITATE IMPLEMENTATION PROCEDURES., THE APPLICATION WILL
BE CLOSED AT THE DATE STATED ABOVE OR SUCH LATER DATE AS THE BOARD OF
DIRECTORS OF ICAPITAL.BIZ AND KENANGA AT THEIR ABSOLUTE DISCRETION MAY
DECIDE.

* SHOULD THE DATE OF CLOSING OF APPLICATION FOR THE ISSUE SHARES BE
EXTENDED, THE DATES FOR DESPATCH OF NOTICES OF ALLOTMENT OF THE ISSUE
SHARES TO SUCCESSFUL APPLICANTS AND LISTING OF ICAPITALBIZ'S ENTIRE
ENLARGED ISSUED AND PAID-UP SHARE CAPITAL ON THE MAIN BOARD OF BURSA
SECURITIES WILL BE EXTENDED ACCORDINGLY. IN THE EVENT THE DATE OF THE
CLOSING OF APPLICATION FOR THE ISSUE SHARES IS EXTENDED, APPLICANTS WILL BE
NOTIFIED OF SUCH EXTENSION BY WAY OF ADVERTISEMENTS PLACED IN A WIDELY
CIRCULATED ENGLISH AND BAHASA MALAYSIA NEWSPAPER IN MALAYSIA. '

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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DEFINITIONS

In this Prospectus, unless the context otherwise requires, the following abbreviations shall apply throughout:-

Act

ACGR

ADA

ADA Code
Administrator or PFA.

Administration Agreement

Application Form(s)

ATM

Bursa Depository

Bursa Securities

Board

CCM or ROC

CDS

CEF

Custodian or Deutsche Bank

Custodian Agreement

Designated Person

EMAS Index

Electronic Share Application(s)

The Companies Act, 1965, as amended from time to time, and any
re-enactment thereof

Annual compounded growth rate

Authorised Depository Agent

ADA (Broker} Code

PFA Corporate Services Sdn Bhd (148766-X)

The administration agreement dated 6 September 2005 between the
Company and the Administrator appointing the Administrator to
provide administrative, accounting and reporting services to the

Company subject to the terms and conditions set out therein

Printed application form{s) for the application of the Issue Shares
accompanying this Prospectus

Automated teller machine

Bursa Malaysia Depository Sdn Bhd (165570-W)

Bursa Malaysia Securities Berhad (635988-W)

Board of Directors of icapital.biz

Companies Commission of Malaysia

Central Depository System

Closed-end fund

Deutsche Bank (Malaysia} Berhad (312552-W)

The custodian agreement dated 6 September 2005 between the
Company and the Custodian under which the Custodian agrees to
act as the custodian of the Company’s investments subject to the
terms and conditions set out therein

Tan Teng Boo, the person appeinted by the Fund Manager who is
responsible for managing the investments of icapitalbiz as
approved by the SC under the SC Guidelines-CEF

Bursa Securities® Main Board All Share Index

Application of the Issue Shares through a Participating Financial
Institution’s ATMs
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DEFINITIONS (Cont’d)
Entitled Subscribers Subscribers of i Capital (the investment publication of CDSB),
CEABHE®Y or “Zi Ben Tou Zi” (the investment publication

(Chinese wversion) of CDSB) and www.icapital.biz (the Internet
edition of i Capital) as at 15 Auvgust 2005

EPS Earnings per share

FYE Financial year ended or financial year ending

Fund Management Agreement The find management agreement dated 6 September 2005 between
the Company and the Fund Manager under which the Fund Manager
agrees to manage the investments of the Company subject to the
terms and conditions set out therein

Fund Manager or CDAM Capital Dynamics Asset Management Sdn Bhd (389773-H)

GDP Gross Domestic Product

i Capital The investment publication of CDSB

icapital.biz or Company
icapital.biz Shares or Shares

Investment Adviser or CDSB

Investment Advisory Agreement

IPO

Issue Price
Issue Shares
KLCI
Kenanga

Latest Practicable Date

Licensing Agreement

Listing

icapital biz Berhad (674900-X)
Ordinary shares of RM1.00 each in icapital biz
Capital Dynamics Sdn. Bhd. (171744-U)

The investment advisory agreement dated 6 September 2005
between the Company and the Investment Adviser appointing the
Investment Adviser to advise on the Company’s investment subject
to the terms and conditions set out therein

Initial Public Offering

RM1.00 per Issue Share

icapital.biz Shares under the Private Placement and Public Offer
Kuala Lumpur Composite Index

K & N Kenanga Bhd (13678-H)

The latest practicable date prior to the issuance of this Prospectus,
being 15 September 2005

The licensing agreement dated 6 September 2005 between the
Company and the Investment Adviser whereby the Investment
Adviser grants the Company a non-transferable and non-exclusive
licence to use the Trade Marks as part of the name of the Company
subject to the terms and conditions set out therein

Initial listing of and quotation for icapital.biz’s entire enlarged
issued and paid-up share capital comprising between 60,000,000
and up to 140,000,000 icapital.biz Shares, pursuant to the Public
Issue, on the Main Board



Company Number : §74900-X

DEFINITIONS (Coat’d)

Listing Requirements Listing requirements of Bursa Securities for the Main Board and
Second Board, as amended from time to time, and any re-enactment
thereof

Main Board The Main Board of Bursa Securities

Maximum Subscription

Minimum Subscription

MI

MIH or Issuing House
NAV

NTA

Other Permitted Assets
Participating Financial
Institution(s)

PAT

PBT

PE

PRC

Private Placement

Prospectus

Public Tssue

Public Offer

RM and sen

8C

SC Guidelines

The scenario whereby a maximum subscription for 140,000,000
icapital.biz Shares is received pursuant to its maximum fund size of
RM 140,000,000 comprising 140,000,000 icapital biz Shares

The scenario whereby a minimum subscription for 60,000,000
icapital biz Shares is received pursuant to its minimum fund size of
RM60,000,000 comprising 60,000,000 icapital. biz Shares

Minority interest

Malaysian Issuing House Sdn. Bhd. (258345-X)

Net asset value

Net tangible assets

Cash, bankers acceptances and other assets permitted under the SC
Guidelines-CEF

Participating Financial Institutions for Electronic Share Application
as listed in Section 16 of this Prospectus

Profit after taxation

Profit before taxation

Price earmings

People’s Republic of China

The private placement of the Subscribers’ Shares and new
icapital.biz Shares to selected investors at the Issue Price

This prospectus dated 26 September 2005 which sets out the details
of the Company and the terms and conditions of the Public Issue

Public issue of the Issue Shares subject to the terms and conditions
of this Prospectus

The public offer of new icapitalbiz Shares to the Entitled
Subscribers and to the Malaysian public, companies, societies, co-
operatives and institutions at the Issue Price

Ringgit Malaysia and sen respectively

Securities Commission

SC’s Policies and Guidelines on Issue/Offer of Securities
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DEFINITIONS (Cont’d)

SC Guidelines-CEF

Securities

SIA

Subscribers’ Shares

Trade Marks

UK
USA
UsD

Underwriting Agreement

UTF

www.icapital biz

EEABER"Y

SC’s Guidelines for Public Offerings of Securities of Closed-End
Funds

Debentures, stocks and shares in a public company or corporation,
or bonds of any govemment or of any body corporate or
unincorporated, and includes any right or option in respect thereof

Securities Industry Act, 1983, as amended from time to time, and
any re-enactment thereof

The two (2) ordinary shares of RM1.00 each being the subscribers’
shares in the Company

collectively,

() Trade Mark No. 90-02364 for "i Capital & Device" and
Trade Mark No. 93-00737 for " §EARE) & Device"
(Chinese character equivalent of ¢ Capital & Device}, both
in Class 16 in Malaysia, where CDSB is the registered
OWner;

(ii) Trade Mark No. 2000-03862 for "/ Capital & Device" and
Trade Mark No. 2000-03863 for * €BE4H3E*) & Device"
{Chinese character equivalent of i Capital & Device), both
in Class 36 in Malaysia, where CDSB is the applicant for
the said trademarks; and

(iii) Mark "i Capital” for services in Class 35, namely,
"financial analysis, capital investments, financial
consultancy, financial evaluation (insurance, banking, real
estate); financial information, financial management, fund
investments, mutual fund”, where CDSB is the beneficial
and common law owner

United Kingdom

United States of America

USA Dollars

Underwriting agreement dated 3 August 2005 entered into between
the Company and Kenanga for the underwriting of 13,000,600
Shares under the Public Offer

Unit Trust Fund

The Internet edition of / Capital

The investment publication (Chinese version) of CDSB
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CORPORATE DIRECTORY
DIRECTORS
Name Address Occupation Nationality
YM Tunku Tan Sri Dato’ Seri Ahmad ~ No. §, Lorong Duta Satu Director Malaysian
bin Tunku Yahaya 59100 Kuala Lumpur
(Chairman/Non-Independent Non-
Executive Director)
Michael Vitus Wong Kuan Lee No. 323, Lorong Maarof Director Malaysian
{Non-Independent Non-Executive 39000 Kuvala Lumpur
Director)
Dato’ Raja Nong Chik bin Raja Zainal No. 2, Changkat Datuk Director Malaysian
Abidin Sulaiman 2
(Independent Non-Executive Director) TTDI Hills

Taman Tun Dr Ismail

60000 Koala Lumpur
Yeoh Ah Tu B-12-2, Strauss Tower Director Malaysian
{Independent Non-Executive Director}) Mont Kiara Sophia

Jalan Kiara Satu

50480 Kuala Lumpur
AUDIT COMMITTEE
Name Designation Directorship
Dato’ Raja Nong Chik bin Chairman of the Audit Independent Non-Executive
Raja Zainal Abidin Committee Director
Yeoh Ah Tu Member of the Audit Independent Non-Executive

Commitiee Director

¥YM Tunku Tan Sri Dato’ Seri Member of the Audit Chairman/Non-Independent Non-
Ahmad bin Tunku Yahaya Committee Executive Director
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CORPORATE DIRECTORY (Cont’d)

COMPANY SECRETARIES : Wong Wei Fong
(MAICSA 7006751)
20, Lorong Burung Upih 1
Taman Bukit Maluri
Kepong
52100 Kuala Lumpur

Tham Wai Ying
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FUND MANAGER : Capital Dynamics Asset Management Sdn Bhd (389773-H)
Lot 3.01B, Third Floor
Plaza Warisan
Jalan Tun HS Lee
50000 Kuala Lumpur

DESIGNATED PERSON : Tan Teng Boo

INVESTMENT ADVISER : Capital Dynamics Sdn Bhd (171 744-U)
Lot 3.01A, Third Floor
Plaza Warisan
Jalan Tun HS Lee
50000 Kuala Lumpur

CUSTODIAN : Deutsche Bank (Malaysia) Berhad (312552-W)
Level 18, Menara IMC
No. 8 Jalan Sultan Ismail

50250 Kuala Lumpur
AUDITORS & REPORTING : Horwath (AF1018)
ACCOUNTANTS Level 16, Tower C

Megan Avenne 11
12, Jalan Yap Kwan Seng
50450 Kuala Lumpur

TAX ADVISER : Horwath Tax KL Sdn Bhd (10709-X)
C15-5 Level 15, Tower C
Megan Avenue 11
12, Jalan Yap Kwan Seng

50450 Kuala Lumpur
CORPORATE AND DUE : Foong & Partners
DILIGENCE SOLICITORS Advocates and Solicitors

Suite 21.08, Level 21, Plaza 138
138, Jalan Ampang
50450 Kuala Lumpur
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CORPORATE DIRECTORY (Cont’d)
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Damansara Heights
50490 Kuala Lumpur
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PRELIMINARY

This Prospectus is dated 26 September 2005.

A copy of this Prospectus has been registered with the SC. A copy of this Prospectus, together with the
form of application, has alse been lodged with the CCM whe takes no responsibility for its contents.

Approval has been obtained from the SC on 6 June 2005, 28 Tuly 2005 and 22 August 2005 for admission to the
Official List of Bursa Securities and for permission to deal in and quotation for the entire enlarged issued and
paid-up share capital of icapital.biz. These Shares will be admitted to the Official List of Bursa Securities and
official quotation will commence after receipt of confirmation from Bursa Depository that all CDS accounts of
the successful applicants have been duly credited and notices of allotment have been despatched to all
successful applicants.

Persons submitting applications by way of Application Forms or by way of Electronic Share Applications must
have a CDS account. In the case of applicants using Application Form, an applicant should state his CDS
account number in the space provided in the Application Form. In the case of an application by way of
Electronic Share Application, only an applicant who is an individual and has a CDS account can make an
Electronic Share Application and the applicant shall furnish his CDS account number to the Participating
Financial Institution by way of keying his CDS account number if the instructions on the ATM screen at which
he enters his Electronic Share Application requires him to do so. A corporation or institution cannot apply for
the Issue Shares by way of Electronic Share Application.

Pursuant to Section 14(1) of the Securities Industry (Central Depositories) Act, 1991, Bursa Securities has
prescribed icapital.biz Shares as prescribed securities. In consequence thereof, all the Shares including the Issue
Shares to be issued and offered through this Prospectus will be deposited directly with Bursa Depository and
any dealings in these Shares will be carried out in accordance with the Securities Industry (Central Depositories)
Act, 1991 and the Rules of Bursa Depository. No share certificates will be issued to successful applicants.

Pursuant to the Listing Requirements, the Company needs to have at least 25% of the total number of shares for
which listing is sought in the hands of a minimum of 1,000 public shareholders holding not less than 100
icapital. biz Shares each, upon admission to the Main Board. The Company is expected to achieve this at the
point of listing. However, in the event that the above requirement is not met pursuant to this Public Issue, the
Company may not be allowed to proceed with its listing. In the event thereof, monies paid in respect of all
applications will be returned in full without interest.

No person is authorised to give any information or to make any representation not contained herein in
connection with the Public Issue and if given or made, such information or representation must not be relied
upon as having been authorised by icapital.biz and/or Kenanga. Neither the delivery of this Prospectus nor any
issue made in connection with this Prospectus shall, under any circumstances, constitute a representation or
create an implication that there has been no change in the affairs of icapital biz since the date thereof.

The distribution of this Prospectus and the sale of the Tssue Shares will not be registered under any possible
securities legislation of any jurisdiction except Malaysia and the Issue Shares will not be placed out in any
counttry other than Malaysia. Persons into whose possession this Prospectus may come are required to inform
themselves of and to observe such restrictions. This Prospectus does not constitute and may not be used for
purpose of an offer to sell or an invitation of an offer to buy any Issue Shares in any jurisdiction in which such
offer or invitation is not authorised or lawful or to any person to whom it is unlawful to make such offer or
invitation,

The written consents of the Corporate and Due Diligence Solicitors, Documentation Solicitors, Registrar,
Adpviser, Underwriter and Placement Agent, Company Secretaries, Issuing House, Fund Manager, Investment
Adviser, Administrator, Custodian and Messrs. Hewitt Associates to the inclusion in this Prospectus of their
names in the manner and form in which such names appear have been given before the issuance of this
Prospectus and have not subsequently been withdrawn.,



Company Number : §74900-X

PRELIMINARY (Cont’d)

The written consent of the Auditors and Reporting Accountants to the inclusion in this Prospectus of their name
and Accountants’ Report dated 19 September 2005 have been given before the issuance of this Prospectus and
have not subsequently been withdrawn.

The writien consent of the Tax Adviser to the inclusion in this Prospectus of their name and their letter relating
to the taxation policies of icapital.biz and the shareholders of icapital.biz dated 19 September 2005 have been
given before the issuance of this Prospectus and have not subsequently been withdrawn.

The Prospectus can also be viewed or downloaded from Bursa Securities’ website at
www.bursamalaysia.com.

Investors who are in any doubt as to the action to be taken should cousult their stockbroker, bank
manager, solicitor, accountant or other professional advisers immediately.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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SUMMARY INFORMATION ON THE COMPANY

THE FOLLOWING IS ONLY A SUMMARY OF THE SALIENT INFORMATION ABOUT
THE COMPANY. INVESTORS SHOULD READ AND UNDERSTAND THE WHOLE
PROSPECTUS PRIOR TO DECIDING WHETHER TO INVEST, IF NECESSARY, CONSULT
YOUR OWN PROFESSIONAL ADVISERS. INVESTORS SHOULD BE AWARE THAT THE
VALUE OF THEIR INVESTMENT IN ICAPITAL.BIZ SHARES MAY GO DOWN AS WELL
ASUP.

1.1 THE COMPANY

icapital.biz’s principal activities are to engage in the business of investing in Malaysian
Securities and/or Other Permitted Assets for the purpose of:-

(i) spreading investment risks; and
(ii) managing a portfolio of investments,
to gain revenue and profit for the benefit and on behalf of its shareholders.

icapital.biz is to be established as a CEF. CEFs are public companies, which are usually
quoted on a stock exchange. The capital soucture of CEFs is like any other company, but
instead of selling goods or services, its principal business is to invest in the securities of other
companies, whether listed or unlisted. As icapital.biz has only been incorporated on 11
December 2004, it has no performance track record.

CEFs are termed “closed” because they have a fixed number of shares in issue at any one
time, the prices of which will fluctuate according to supply and demand., Buying and selling
of shares in listed CEFs take place through the stock exchange via licensed stockbroking
companies.

CEFs pool together money for investment and usually delegate the management of their assets
to a fund management company. The fund manager is accountable to the directors of the
CEF, who are in tum accountable to the company’s shareholders. The fund manager of
icapital.biz is CDAM. In addition, as a company, a CEF is a separate legal entity whose
shareholders enjoy limited liability.

1.2 INVESTMENT OBJECTIVES, POLICIES AND RESTRICTIONS
Investment Objectives

The primary investment objective of icapital.biz is long-term capital appreciation of its
investments, whilst dividend and/or interest income from these investments would be of
secondary consideration.

Investment Policies

The principal investment policies of icapital.biz are to primarily invest in a managed portfolio
of securities, which includes shares, stocks, warrants and bonds issued by companies listed on
the Main Board, the Second Board and the MESDAQ Market of Bursa Securities. Whilst
icapital.biz will also invest in securities and bonds of unlisted companies, the focus will be
primarily on companies listed on Bursa Securities. Presently, icapital.biz has no intention to
invest in derivatives and securities listed on approved foreign stock exchanges. However, the
Fund Management Agreement does cater for the possibility of offshore investments in the
event that icapital.biz decides to revise its investment policies to include investments in
derivatives and securities listed on foreign stock exchanges. Such investments abroad are
subjected to the SC’s approval on foreign markets and restrictions imposed by Bank Negara
Malaysia on outflow of funds.
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1.3

icapital.biz will select companies where there is a disparity between the company’s market
price (in the case of listed securities) and selling price (in the case of unlisted securities) and
underlying business values over the medium to long-term. icapital biz may also invest in cash
deposits and/or in short-term obligations in order to have funds available for general corporate
purposes. It may also maintain such cash deposits for defensive purposes or to enable it to
take advantage of buying opportunities. icapital.biz will not invest in other collective
investment vehicles.

The primary asset that icapital.biz will be investing in will be equities listed on Bursa
Securities. Theoretically, the asset allocation can range from 0% equities to 100% equities.
The actual asset allocation of icapital.biz’s investments is a function of its value investment
philosophy that is based on twe (2) factors, the valuation of the company and its share price.
When the market is undervalued and there are many investment opportunities whereby
companies are trading below their valuation, icapital.biz may invest as much as 95% of its
assets in equities with the balance in cash and/or near cash assets. Likewise, if the market is
overvalued and there are minimal investment opportunities, icapitalbiz's asset allocation
would have a lesser bias towards equities and can go as low as [0% - 20%, for example. The
balance 80% - 90% will be in cash and/or near cash assets. However, it should be highlighted
that certain levels of cash and/or near cash assets will be maintained in order for icapital biz to
have funds available for general corporate purposes, defensive purposes and/or to enable it to
take advantage of buying opportunities.

The investment approach/philosophy of the Fund Manager is set out in Section 5.1.2 of this
Prospectus. icapital.biz’s investment policies and objectives will not be changed within the
first three (3) years from the date of its listing on Bursa Securities. Any amendment to the
investment policies and objectives thereafter shall only be approved by the shareholders of
icapital.biz by way of a special resolution.

Investment Restrictions

It is also icapital.biz’s investment policy that the investment in any one (1} company listed on
Bursa Securities shall not exceed ten percent (10%} of its NAV or ten percent (10%) of the
issued share capital of the said listed company, whichever is lower. icapital.biz may also
invest 2 maximum of ten percent {10%) of its NAV in unlisted Malaysian companies.
icapital.biz also proposes that no borrowings shall be employed by it. Subject to the
unanimous approval from shareholders present at a shareholders’ meeting and voting thereat,
icapital biz will not enter into or undertake any borrowings. icapital.biz shall not grant or
guarantee any credit facility.

icapital biz shall not either itself or in conjunction with any other person take legal or effective
management control of the entity in which it invests.

MINIMUM SUBSCRIFPTION

The minimum subscription amount to be raised by icapital.biz pursuant to the Public Issue is
RM59,999,998. If the minimum subscription is not received within one (1) month from the
closing date of application for the Issue Shares, all subscription monies received will be repaid
in full without interest. In this event, the Listing will not proceed.
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THE FUND MANAGER

CDAM was incorporated on 8 June 1996 as a private limited company under the Act and
commenced its operations in 1997, when it obtained its Fund Manager’s licence issued by the
SC. To date, CDAM holds a Fund Manager’s licence, issued under the SIA, which expires on
22 May 2006, after which CDAM will apply for the necessary renewal. The issued and paid-
up share capital of CDAM as at the Latest Practicable Date is RM2,000,000 comprising
2,000,000 ordinary shares of RM1.00 each,

Funds under CDAM’s management have consistently outperformed the KLCI and the EMAS
Index over the last seven {7) vears. From 27 April 1998 to 31 December 2004, funds under
CDAM’s management achieved an impressive compound return of 22.32% per annum
(Source: Messrs. Hewitt Associates’) versus a compound return of 5.84% per annum for the
KLCI and a compound return of 4.82% per annum for the EMAS Index (Source: Daily Diary
issued by Bursa Securities and www.bursamalaysia.com} over the same period. The funds
under CDAM’s management have outperformed the KL.CI and EMAS Index in every single
year since 1998 and have never recorded a negative return during the said period. For 2004,
the finds under CDAM’s management have achieved a respectable annual return of 16.21%
(Scurce: Messrs. Hewitt Associates’) compared with an annual return of 14.29% and 9.56%
for KLCI and EMAS Index respectively over the same period (Source: Daily Diary issued by
Bursa Securities and www.bursamalaysia.com). As at 31 August 2005, CDAM manages
fifty-three (53) discretionary accounts for various types of investors with a total portfolio
value of approximatety RM160.7 million,

CDAM’s clients include individuals, reputable corporations and institutions, who among
others, are ACE Synergy Insurance Bhd (part of ACE Ltd, an insurance company listed on the
New York Stock Exchange), KESM Industries Bhd and Cement Industries (Sabah) Sdn Bhd,

As at the Latest Practicable Date, the Fund Manager does not have any equity holding in
icapital.biz. icapital.biz is a debtor of CDAM in respect of RM6,317 incurred from the date
of incorporation of icapital.biz to 31 May 2005, which consists of preliminary and pre-
operating expenses,

The Fund Manager, i.e. CDAM, has appointed Tan Teng Boo as the Designated Person for
icapital biz. The Designated Person will be responsible for managing the investments of
icapital.biz.

Further information on CDAM is set out in Section 5.1 of this Prospectus.

! CDAM has requested Hewitt Associates to verify its time weighted rate of return (“TWRR™) from 27 April 1998 to 31 December

2004. The scope of Hewitt Associates’ verification covers the following:

(a)} Review and confirm that the formulas provided by CDAM are appropriate for caleulation of the TWRR;

{(b) Review and confirm that the formulas are correctly applied,

{c) Checking the correctness of extraction and input of amounts and dates of cashflow to calculate the TWRR;

{d} Checking the calculation of market values of the composite investment portfolio as at 31 December 1998, 1999, 2000, 2001,
2002, 2003 and 2004, which is limited to verifying the correctness of the last transacted price at the relevant dates; and

(e} Review and confirm the accuracy of the TWRR for 1999-2004, actual and anmualised TWRR for 27 April 1998 to 31
December 1998 and for 27 April 1998 to 31 December 2004,
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1.6

1.7

1.8

THE CUSTODIAN

Deutsche Bank established a presence in Kuala Lumpur in 1967 and has since expanded its
activities in the Malaysian market. Deutsche Bank combines local expertise with the
resources of its regional and gicbal network to offer a vast range of products and services to
both international and domestic clients. These include amongst others, banks, stockbrokers,
insurance companies, fund managers and trustee corporations.

The Custodian will on behalf of icapital.biz hold the investments and cash of icapital.biz. The
Company will maintain a securities account with the Custodian who will handle all matters
relating to the registration of securities acquired by icapital.biz, The Custodian, on behalf of
icapital biz, will also receive all dividends and distribution paid on the Company’s investment.

The Custodian does not have any equity holding in icapital.biz nor has it extended any credit
facilities to icapital.biz.

Further information on Deutsche Bank is set out in Section 5.2 of this Prospectus.

TAXATION POLICY

The income of icapital.biz in respect of taxable dividend income and interest income derived
from or accruing in Malaysia is liable to income tax (the prevailing tax rate is 28%). Foreign
sourced income derived by icapitalbiz would be exempted from Malaysian income tax.
Interest income from certain investment assets are exempted from income tax.

Capital gains from the realisation of investments (whether local or forgign) by icapital.biz will
be exempted from income tax and real property gains tax,

Dividends paid out of non-exempt income received by shareholders will be chargeable to tax
but atiributable tax credits are avatlable for offset against the tax payable. The distribution of
tax-exempt dividend income by icapital.biz will be exempt from tax in the hands of the
shareholders.

Please refer to Sections 4.6, 7.2 and 14 for further details on the taxation policy of icapital biz
and its shareholders,

DIVIDEND POLICY

icapital.biz carries a dividend policy that will be in line with its objectives. The Board may
recommend the payment of either cash or stock dividends, while maintaining the NAV at an
appropriate level.

BORROWING LIMITATIONS

In accordance with icapital.biz’s Memorandum and Asticles of Association, the Company
shall not enter into or undertake any borrowing without the unanimous approval of members

present at a members’ meeting and voting thereat.

icapital.biz is not allowed to guarantee or grant any credit facility.
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GROWTH AND PROSPECTS

CEFs (or investment trusts) have come a long way since 1868 when it was first introduced in
the UK. Buying a CEF is one of the cheapest and simplest ways of accessing the stock market.

The one important factor that differentiates CEFs is the quality of the fund manager. In order
to enjoy superior investment returns, having the right fund manager is imperative. Since its
inception, the annual returns (net of expenses) of funds under CDAM's management have
consistently outperformed the KLCI and EMAS Index.

(i) Funds under CDAM's management have beaten the KLCI and the EMAS Index in
every single year;

(ii) Funds under CDAM's management have beaten the KLCI and the EMAS Index on a
cumulative basis;

(iii) No negative returns have been recorded in any year; and

(iv) In 1998, 2000 and 2002, CDAM registered positive returns despite the negative
returns recorded by the bearish general market.

From 27 April 1998 to 31 December 2004, funds under CDAM's management earned an
annual compound return of 22.32%, compared with only 5.84% and 4.82% for the KLCI and
EMAS Index respectively.

The best time to invest in a CEF is when the market is undervalued or when there is a lack of
excessive optimism. Bursa Securities is currently trading at the low end of its valuation,
despite the Malaysian economy recording healthy economic performance in recent years.
Furthermore, based on the market capitalisation to GDP ratio, the valuation of Bursa
Securities is undemanding. Clearly, such a scenario makes for a positive environment to
launch icapital biz.

Please refer to Section 6.9 for further details on the prospects of icapital biz.

FEES, CHARGES AND EXPENSES

The Public Issue will incur fees and commissions such as listing expenses, placement
commission and management fees, underwriting commission and brokerage fees,

There are operating fees in running a CEF such as management fees, custodian fees and
investment advisory fees, among others. These fees are deducted from the gross income of
icapital.biz.

Details of the management fees, custodian fees, investment advisory fees and administrative
fees are as follows:-

() Management fees:-

The fees payable to CDAM under the Fund Management Agreement and the
frequency of payments are as follows:-

(a) The first quarter payment:
(0.75% divided by 4) multiply by NA y{@ o

NAVES @) baing the NAV of the portfolio initially deposited by
icapital.biz in the accounts held and maintained by the Custodian,
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(i)

(iif)

(iv)

(b) Quarterly payments thereafter:
(0.75% divided by 4) multiply by NAV@=

NAV@= ) being the NAV of the portfolio based on the last business day
of the preceding quarterly fee period.

Custodian fees:-

The fees payable to Deutsche Bank under the Custodian Agreement and the
frequency of payments are as follows:-

A portfolio fee of 0.04% per annum and a transaction fee of RM65 per
receipt/delivery, The Custodian’s portfolio fee is calculated based on icapital.biz’s
asset valuation (Securities only) on a monthly basis. The transaction fee is incurred
when there is a receipt or delivery of Securities in and out of icapital.biz’s custody
account with the Custodian, whether against payment or free of payment. These fees
are inclusive of registration services and corporate action services. Cash transactions
directly related to securities settlement will be waived. Clean cash payments will be
subject to normal bank charges.

Investment advisory fees:-

The fees payable to CDSB under the Investment Advisory Agreement and the
frequency of payments are as follows:~

(a) The first quarter payment:
(0.75% divided by 4) multiply by NA v/@rst auner)

NAVE asnen - hoing the NAV of the portfolio initiatty deposited by
icapital biz in the accounts held and maintained by the Custodian,

(b) Quarterly payments thereafter:
(0.75% divided by 4) multiply by NA v

NAV®™) being the NAV of the portfolio based on the last business day
of the preceding quarterly fee period.

Administrative fees:~

The fees payable to PFA under the Administration Agreement and the frequency of
payments are as follows:-

Under the Administration Agreement, total fees of RM91,000 per annum is payable
to the Administrator for administrative, accounting and reporting services, including
the preparation of quarterly and annual financial reports.

Details of the fees and charges applicable to icapital.biz are set cut in Sections 5, 15.6 and
15.7 of this Prospectus.

INVESTORS ARE ADVISED TO CONSIDER THE FEES AND CHARGES BEFORE
INVESTING IN ICAPITAL.BIZ.
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1.11 INVESTOR PROFILE

icapital.biz is suvited to investors with a longer term investment horizon, typically three (3)
years and above. icapital.biz will suit sophisticated investors who understand and are able to
take advantage of the premiums and discounts of CEFs, attracted to the prospects of capital
gains and want to have a portfolio which is professionally managed. Investors of icapital.biz
are likely to seek long-term capital growth on their investments at an acceptable level of risk.

1.12 RISK FACTORS

Applicants for the Issue Shares should carefully consider the following risk factors (which are
not exhaustive), in addition to the other information contained in this Prospectus before
applying for the Issuc Shares. For a detailed commentary on the risk factors, please refer to

Section 3 of this Prospectus:-

(i) Risk of Premium / Discount to NAV

(ii) Volatility and Market Risk

(iii)  Market Factors

(iv)  Dependence on the Malaysian economy

{v) Interest rate risks

(vi}  Risk of investment in unlisted Securities
(vi) Minority interest in investee companies

(vili) Foreign exchange risks

(ix) Management risks

(x) Non - compliance risks

(xiy  No prior market for icapital.biz Shares

(xii}  Volatility of icapital.biz Shares’ market price
(xiii) Political, economic and legislative considerations
(xiv) Forward looking statements

(xv)  Delay in or abortion of the Public Issue

(xvi) Termination of Underwriting Agreement

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK



Company Number : §74900-X

1 SUMMARY INFORMATION ON THE COMPANY (cont’d)

1.13 PRINCIPAL STATISTICS RELATING TO THE PUBLIC ISSUE

M

(i)

Share capital
Authorised:-
1,000,000,000 icapital.biz Shares

Issued and paid-up:-

The issned and paid-up share capital of icapital.biz upon listing will
depend on the level of subscription. The minimum size of the
Company’s issued and paid-up share capital upon listing will be
RM60,000,000 and the maximum will be RM 140,000,000

(a} Minimum Subscription

Existing issued and paid-up
2 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Private
Placement
46,999,998 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Public
Offer to the Entitled Subscribers
10,000,000 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Public
Offer to the general public
3,000,000 ordinary shares of RM1.00 each

NTA
NTA per share

{b) Maximum Subscription

Existing issued and paid-up
2 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Private
Placement and Public Offer
139,999,998 ordinary shares of RM1.00 each

NTA
NTA per share

Issue Price per Issue Share

RM

1,000,000,000

46,999,998

10,000,000

3,000,000

60,000,000

57,661,267
0.96

139,999,998

140,000,000

137,061,267
0.98

RM1.00
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(iii) Classes of shares and ranking

There is only one class of shares in icapital.biz namely icapital.biz Shares. The new
icapital.biz Shares will rank pari passu in all respects with the other existing issued and
paid-up icapital biz Shares except that they will not rank for any dividends, rights and/or
distributions declared or paid prior to the date of allotinent of the new icapital.biz
Shares.

Subject to any special rights attaching to any shares which may be issued by icapital.biz
in the future, the holders of icapital.biz Shares shall, in proportion to the amount paid-up
on icapital biz Shares held by them, be entitled to share in the whole of the profits paid
out by icapital biz as dividends and other distributions and in the event of liquidation of
the Company, any surplus shall be distributed amongst the members in proportion to the
capital paid-up or which ought to have been paid-up at the commencement of the
liquidation, in accordance with the Company’s Articles of Association.

Each shareholder shall be entitled to vote at any general meeting of icapital.biz in person
or by corporate representative or by proxy or by attorney, and, on a show of hands, every
person present who is a shareholder or a corporate representative or proxy or aftormey
shall have one vote, and on a poll, every shareholder present in person or by proxy or by
attorney or other duly authorised representative shall have one vote for each icapital biz
Share held. A proxy may but need not be a member of icapital biz.

PROCEEDS FROM THE PUBLIC ISSUE AND PROPOSED UTILISATION

The minimum and maximum gross proceeds from the Public Issue amounting to
RM59,999,998 and RM139,999,998 respectively will accrue entirely to icapital.biz and will be

utilised as follows:-

Utilisation Minimum Maximum
Subscription Subscription
(RM) (RM)
Investment in Securities and/or Other Permitted 57,799,998 137,199,998
Assets
Estimated listing expenses * 2,200,000 2,800,000
59,999,998 139,999,998

Note *:  Any unutilised amount shall be used towards investment in Securities and/or Other Permitted

Assets.

Additional proceeds received from subscription above the minimum subscription level will
contribute to a larger pool of funds for investment in Securities and/or Other Permitted Assets.

Full details of the proposed utilisation are set out in Section 2.7 of this Prospectus.
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1.15  DIRECT AND INDIRECT SHAREHOLDINGS OF SUBSTANTIAL
SHAREHOLDERS AND DIRECTORS

The shareholdings of the substantial shareholders and directors of icapital.biz as at the Latest
Practicable Date are as follows:-

Nationality Before the Public Issue After the Public Issue

<——-—-Shareholding-—-—-—->  <- Sharcholding——>
Direct % Indirect % Direct %  Indirect %

Substantial Shareholders

YM Tunky Tan  Malaysian 1 50.00 - - - -

Sri Dato’ Seri See Note 1

Ahmad bin

Tunku Yahaya

Tan Teng Boo>  Malaysian 1 50.00 - - - - - -

Directors

Michael Vitus Malaysian - - - - - - See Note 3

Wong Kuan Lee

YM Tunkp Tan  Malaysian 1 50.00 - - See Note 1 - -

Sri Dato’ Seri

Ahmad bin

Tunku Yahaya

Dato’ Raja Malaysian - - - - - See Note 4

Nong Chik bin

Raja Zainal

Abidin

Yeoh Ah Tu Malaysian - - - - - - - -

Note:

I YM Tunku Tan Sri Dato’ Seri Ahmad bin Turdu Yahaya has applied for 3,000,000 Shares
under the Private Placement and the final allocation will only be confirmed after the closing
date. Assuming 3,000,000 Shares are allotted to YM Tunku Tan Sri Dato' Seri Ahmad bin
Tunku Yahaya through the Private Placement, his shareholding in icapital biz will range
between 2.14% (under the Maximum Subscription) and 5.00% (under the Minimum
Subscription).

2 Tan Yuen-Lin, the son of Tan Teng Boo has applied for 300,000 Shares under the Private
Placement and the final allocation will only be confirmed after the closing date. Assuming
300,000 Shares are atlotted to Tan Yuen-Lin through the Private Placement, his shareholding
in icapital biz will range between 0.21% (under the Maximum Subscription} and 0.50% (under
the Minimum Subscription).

3 Ong Siok A, the spouse of Michael Vitus Wong Kuan Lee has appiied for 400,000 Shares
under the Private Placement and the final allocation will only be confirmed after the closing
date. Assuming 400,000 Shares are ailotted to Ong Siok A through the Private Placement,
Michael Vitus Wong Kuan Lee’s indirect shareholding in icapital biz will range between
0.29% (under the Maximum Subscription) and 0.67% (under the Mimimum Subscription).

4 Rasma Corporation Sdn Bhd, a company in which Date’ Raja Nong Chik bin Raja Zainal

Abidin is a director and holds substantial shareholdings, has applied for 500,000 Shares under
the Private Placement and the final allocation will only be confirmed after the closing date.
Assuming 500,000 Shares are allotted io Rasma Corporation Sdn Bhd through the Private
Placement, Dato’ Raja Nomg Chik bin Raja Zainal Abidin’s indirect shareholding in
icapital biz will range between 0.36% (under the Maximum Subscription) and 0.83% (under
the Minimum Subscription).

10
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1.17

Detailed information on the substantial shareholders and directors of icapital.biz are set out in
Section 8 of this Prospectus.

MATERIAL LITIGATION, COMMITMENTS AND CONTINGENT LIABILITIES

As at the Latest Practicable Date:-

(iy  icapitalbiz and CDAM have no outstanding material litigation and contingent
liabilities;

(ii)  icapital.biz and CDAM have no capital commitments; and

(iii) icapitalbiz and CDAM are not engaged in any material litigation or arbitration
proceedings either as plaintiff or defendant and the respective Boards of Directors of
icapitalbiz and CDAM have no knowledge of any proceedings pending or threatened

against the respective company or any facts likely to give rise to any proceedings which
might materially affect the position and business of the respective company.

FINANCIAL HIGHLIGHTS

The following information has been extracted from the Accountants® Report in Section 13 of
this Prospectus and should be read in conjunction with the notes thereto. There were no audit
qualifications for the financial period under review. The summarised results of icapital.biz
since incorporation on 11 December 2004 to 31 May 2005 are as follows:-

Financial Period

from
11,12.2004
(2ate of
incorporation) to
31.5.2008
RM
Tumover -
Adminisirative expenses (138,733)
Loss before taxation (138,733)
Depreciation -
Interest expense -
Loss before interest, depreciation, tax and amortisation (138,733)
Less: Depreciation -
Interest expense -
Loss before taxation (138,733)
Taxation -
Loss after taxation {138,733 !
Number of ordinary shares of RM1 each in issue 2
Gross loss per share (RM) 569,366!
Net loss per share (RM) (62,366)
Notes:-

(a)  icapital biz was dormant for the financial period under review.
() All expenses of icapital. biz for the financial period under review were mainly due to preliminary
expenses, pre-operating expenses and professional fees in respect of the Public Issue.

11
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The following information has been extracted from the Accountants’ Report in Section 13 of
this Prospectus and should be read in conjunction with the notes thereto, The proforma
balance sheets of icapital.biz as at 31 May 2005 and the corresponding effects of the Public
Issue are as follows:-

As at Proforma I
31 May 2005 After Public Issue
Minimum Maximum
Subscription Subscription
RM RM RM
CURRENT ASSETS
Other receivables, deposits
and prepayments 1,280 1,280 1,280
Cash in hand 2 57,800,000 137,200,000
1,282 57,801,280 137,201,280
CURRENT LIABILITIES
Other payables {140,013) {140,013) {140,013)
NET CURRENT (LIABILITIES)
/ASSETS (138.731) 57,661,267 137,061,267
E 138,731 } 57,661,267 137,061,267
(REPRESENTEDY
FINANCED BY:-
Share capital 2 60,000,000 140,000,000
Accumulated loss (133,733 (2,338,733) {2,938,733)
Shareholders’ equity 5138,731! 57,661,267 137,061,267
Number of ordinary shares of
RM1 each in issue 2 60,000,000 140,000,000

Net tangible (liabilities)/assets

per share (RM) (69.366) .96 (.98
——— ——————

ll

FUTURE FINANCIAL INFORMATION

Due to the uncertainty of the revenne arising from the nature of the business of icapital.biz, the
Board has decided not to include any future financials in this Prospectus.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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PARTICULARS OF THE PUBLIC ISSUE

2.1

2.2

OPENING AND CLOSING OF APPLICATION LIST

The Application for the Public Issue will open at 10:00 am. on 26 September 2005 and will
remain open until 5:00 p.m. on 7 October 2005, or for such period or periods as the Board and
Kenanga at their absolute discretion may jointly decide. Late applications will not be
accepted,

IMPORTANT DATES

The indicative timing of events leading up to the listing of and quotation for icapital.biz’s
entire enlarged issued and paid-up share capital on Bursa Securities is set out below: -

Event Tentative Date
Opening of Application for the Issue Shares 26 September 2005
Closing of Application for the Issue Shares* 7 October 2005
Balloting Date 11 October 2005
Despatch of Notices of Allotment of the Issue Shares to successful 18 October 2005
applicants

Listing and Quotation of icapital.biz’s entire enlarged issued and 19 October 2005

paid-up share capital on the Main Board of Bursa Securities

These dates are tentative and are subject to changes which may be necessary to facilitate
implementation procedures. The application will be closed at the date stated above or such
later date as the Board and Kenanga at the absolute discretion may decide.

* Should the date of closing of the application for the Issue Shares be extended, the dates for
despatch of notices of allotment of the Issue Shares to successful applicants and listing of
icapital.biz’s entire enlarged issued and paid-up share capital of the Main Board will be
extended accordingly. In the event the date of the closing of application for the Issue Shares is
extended, applicants will be notified of such extension by way of advertisements placed in a
widely circulated English and Bahasa Malaysia newspaper in Malaysia.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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2 PARTICULARS OF THE PUBLIC ISSUE (Cont’d)

2.3 SHARE CAPITAL

(i) Share capital
Authorised:-
1,000,000,000 icapital biz Shares

Issued and paid-up:-

The issued and paid-up share capital of icapital.biz upon listing will
depend on the level of subscription. The minimum size of the
Company’s issued and paid-up share capital upon listing will be
RM60,000,000 and the maximum will be RM140,000,000.

{a) Minimum Subscription

Existing issned and paid-up
2 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Private
Placement
46,999,998 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Public
Offer to the Entitled Subscribers
10,000,000 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Public
Offer to the general public
3,000,000 ordinary shares of RM1.00 each

NTA
NTA per share

(b) Maximum Subscription

Existing issued and paid-up
2 ordinary shares of RM1.00 each

To be issued as fully paid-up pursuant to the Private
Placement and Public Offer
139,999,998 ordinary shares of RM1.00 each

NTA
NTA per share

(ii) Issue Price per Issue Share

14

RM

1,000,000,000

46,999,998

10,000,000

3,000,000

60,000,000

57,661,267
0.96

139,999,998

140,000,000

137,061,267
0.98

RM1.00
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2 PARTICULARS OF THE PUBLIC ISSUE (Cont’d)

(iii) Classes of shares and ranking

There is only one class of shares in icapital.biz namely icapital biz Shares. The new
icapital.biz Shares will rank pari passu in all respects with the other existing issued and
paid-up icapital biz Shares except that they will not rank for any dividends, rights and/or
distributions declared or paid prior to the date of allotment of the new icapital.biz
Shares.

Subject to any special rights attaching to any shares which may be issued by icapital.biz
in the future, the holders of icapital.biz Shares shall, in proportion to the amount paid-up
on icapital biz Shares held by them, be entitled to share in the whole of the profits paid
out by icapital biz as dividends and other distributions and in the event of liquidation of
the Company, any surplus shall be distributed amongst the members in proportion to the
capital paid-up or which ought to have been paid-up at the commencement of the
liquidation, in accordance with the Company’s Articles of Association.

Each shareholder shall be entitled to vote at any general meeting of icapital.biz in person
or by corporate representative or by proxy or by attorney, and, on a show of hands, every
person present who is a shareholder or a corporate representative or proxy or attorney
shall have one vote, and on a poll, every shareholder present in person or by proxy or by
attorney or other duly authorised representative shall have one vote for each icapital biz
Share held. A proxy may but need not be a member of icapital.biz.

24 PARTICULARS OF THE PUBLIC ISSUE

The Issue Shares are made available for subscription by way of Private Placement and Public
Offer at the Issue Price, subject to the terms and conditions of this Prospectus as follows:-

(a) Minimum Subscription

Number of icapital.biz Shares
(i)  Private Placement 47,000,000

(ii}  Public Offer to the Entitled Subscribers
*  Subscribers of i Capital and 8,800,000

CREAIREE®)

= Subscribers of www.icapital.biz 1,200,000
(iv)__Public Offer to the general public 3,000,000
Total Issue Shares 60,000,000

The allocation of the Issue Shares between the Private Placement, the Public Offer to
the Entitled Subscribers and the Public Offer to the general public is subject fo
adjustment. In the event that either categories are undersubscribed and there is a
corresponding oversubscription in the other categories, the Issue Shares may be clawed
back from the undersubscribed category and reallocated to the oversubscribed category.
The clawback and reallocation shall not apply in the event of over-subscription, i.e.
when the aggregate subscriptions of the Issue Shares amount to more than 60,000,000
Shares.

(b) Subscription of between 60,000,000 and 140,000,000 Shares
Should the aggregate subscription of the Issue Shares for all categories, i.e. the
Private Placement, the Public Offer to the Entitled Subscribers and the Public Offer

to the general public amount to between 60,000,000 Shares and 140,000,000 Shares,
all applications for subscription of the Issue Shares will be accepted.
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PARTICULARS OF THE PUBLIC ISSUE (Cont’d)

2.5

(©) Maximum Subscription

The maximum subscription of the Issue Shares shall be an aggregate of 140,000,000
Shares.

The basis of allocation to be determined under (c) above shall take into account the
desirability of distributing the Issue Shares to a reasonable number of applicants with a view
of broadening the shareholding base of icapital. biz to meet the public spread requirements and
to establish a liquid and an adequate market in icapital.biz Shares.

The Issue Shares under the Public Offer to Entitled Subscribers and the Public Offer to the
general public of an aggregate of 13,000,000 Shares have been underwritten. The Placement
Agent has received irrevocable undertakings from selected investors to take up the Issue
Shares by way of private placement under the Private Placement portion,

PURFPOSE OF THE PUBLIC ISSUE

icapital.biz’s principal activities are 1o engage in the business of investing in Malaysian
Securities and/or Other Permitted Assets for the purpose ofi-

(i) spreading investment risks; and

(ii) managing a portfolio of investments,

to gain revenue and profit for the benefit and on behalf of its shareholders.
The rationale for the Public Issue are as follows:-

(i) To source and pool funds from various investors into a collective fund principally to
invest in Securities listed on Bursa Securities; and

(ii) To obtain a listing of and quotation for the entire enlarged issued and paid-up share
capital of icapital.biz on the Main Board,

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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2.6

2.7

PRICING OF THE PUBLIC ISSUE

The issue price of RM1.00 per icapital.biz Share was determined and agreed upon by
icapital.biz and Kenanga as Adviser, Underwriter and Placement Agent, after taking into
account, inter-alia, the following:-

(i) The nature of icapital.biz’s business as described in Section 4 of this Prospectus;

(ii} The industry overview, future plans and strategies and outlook of icapital.biz as
described in Section 6 of this Prospectus; and

(iii) The requirements of the SC Guidelines-CEF.

Investors should form their own views on the valuation of the Issue Shares before deciding to
invest in the Issue Shares.

PROCEEDS OF THE PUBLIC ISSUE AND PROPOSED UTILISATION

The gross proceeds from the Public Issue amounting to a minimum of RM59,999,998 and a
maximum of RM139,999,998 will accrue entirely to icapital.biz and icapital biz shall bear all
expenses relating to the listing of and quotation for the entire enlarged issued and paid-up
share capital on the Main Board.

The proceeds are proposed to be utilised as follows:-

Utilisation Minimum Maximum
Subscription Subscription
(RM) RM)
Investment in Securities and/or Other Permitted 57,799,998 137,199,998
Assets'
Estimated listing expenses %3 : 2,200,000 2,800,000
59,999,998 139,999,998
Notes:-
1 The proceeds will forin the pool of funds for investment in accordance with icapital biz's
investment policies and objectives.
2 The estimated listing expenses incidental fo the listing and guotation for the entire issued and

paid-up share capital of icapital.biz on the Main Board for both Minimum Subscription and
Maximum Subscription, to be borne by icapital biz, are as follows:-

Minimum Maximum

Swubscription Subscriprion

RM RM

Professional fees 600,000 600,060

Regulator s processing, perusal, registration and 145,500 163,500
listing fees

Advertising & printing costs 512,000 312,600

Underwriting, placement and brokerage* 625,000 1,118,000

Issuing House 83,000 85,000

Miscellaneous & Contingencies 232.500 319,500

Toral 2,200,000 2,800,000
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Note *:  Based on the estimated underwriting commission of 2.0% of the value of the
13,000,000 Issue Shares underwritten by Kenanga, placement management fee of
0.5% on the total aggregate value of Issue Shares under the private placement,
placement commission of 1.5% on the total aggregate value of the Issue Shares
placed ot by Kenanga and brokerage fee of 1.0% on the total aggregate value of
the Issue Shares under the Public Offer.

3 Any unutilised amount shall be used towards investment in Securities and/or Other Permitted
Asseis.

FEES AND COMMISSIONS RELATING TO THE PUBLIC ISSUE
The total fees and commissions relating to the Public Issue are as follows:-

(i) estimated listing expenses (excluding underwriting, brokerage and placement fees)
payable to various parties ranging from RM1,575,000 to RM1,682,000 (depending
on the level of subscription of the Public Issue) representing between 1.20% and
2.63% of the gross proceeds of the Public Issue;

(ii} placement commission of one point five percent (1.5%) of the Issue Price for the
aggregate of the total value of the Issue Shares successfully placed out by the
Placement Agent;

(iii) placement management fee of point five percent (0.5%) of the Issue Price for the
aggregate of the total value of the Issue Shares placed out by way of Private
Placement;

{iv) underwriting commission of two percent (2.0%) of the Issue Price of the aggregate
value of the Issue Shares to be issued pursuant to the Public Offer which have been
underwritten by Kenanga; and

v} brokerage fees of one percent (1.0%) of the Issue Price per Issue Share in respect of
successful applications which bear the stamps of Kenanga, a member company of
Bursa Securities or the Issuing House.

THERE ARE FEES AND CHARGES INVOLVED AND INVESTORS ARE ADVISED
TO CONSIDER THE FEES AND CHARGES BEFORE INVESTING IN THE
COMPANY. Other fees and charges applicable to icapital.biz are set out in Sections 5, 15.6
and 15.7 of this Prospectus.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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2.9

SUMMARY OF THE UNDERWRITING AGREEMENT

An underwriting agreement was entered into between jcapital.biz and Kenanga, being the
underwriter, on 3 August 2005 to underwrite 13,000,000 Tssue Shares to be issued pursuant to
the Public Offer to Entitled Subscribers and the general public (“Underwritten Shares™) for an
underwriting commission of 2.0% of the Issue Price multiplied by the total number of
Underwritten Shares.

A summary of the salient terms of the Underwriting Agreement are set out below:-

(A)

(B)

The Underwriting Agreement is conditional upon the fulfillment of several
conditions, which include the following main conditions:-

(a) the SC having approved this Prospectus and Bursa Securities having agreed
in principle on or prior to the closing date of the Public Issue (“Closing
Date™) to the listing of and quotation for all the issued ordinary share capital
of the Company on the Main Board on terms satisfactory to Kenanga and
Kenanga being reasonably satisfied that such listing and quotation will be
granted two (2) clear market days (or such other period as Bursa Securities
may permit) after Bursa Securities has received all the necessary supporting
documents and receipt of confirmation from Bursa Depository that all
accounts of the successful applicants have been duly credited and notices of
allotment have been despatched to all successful applicants; and

(b) all other approvals and consents obtained in relation to the Public Issue as at
the date of the Underwriting Agreement (including but not limited to the
approval of the SC) having been obtained and being in full force and effect
and not being withdrawn, revoked, suspended or terminated on or prior to
the Closing Date.

If any of the conditions set forth in the Underwriting Agreement are not satisfied on
or before the Closing Date and if after the Closing Date it shall become apparent to
Kenanga that the public shareholding spread as required pursuant to the Listing
Requirements has not been met, Kenanga shall thereupon be entitled to, terminate the
Underwriting Agreement by notice in writing to the Company and in that event the
Company and Kenanga shall be released and discharged from their respective
obligations provided that the Company shall remain liable for the payment of the
underwriting commission and of all other cost and expenses incurred in accordance
with the terms of the Underwriting Agreement.

On or before the Closing Date, Kenanga shali be entitled to terminate the
Underwriting Agreement by notice in writing delivered to the Company, if:-

(a) any of the conditions referred to in the Underwriting Agreement is not
satisfied, unless waived by Kenanga; or

(b} any adverse change or any development reasonably likely to involve an
adverse change in the condition (financial or otherwise} of the Company
from that set forth in the Prospectus which is material in the context of the
Public Issue, or the occurrence of any event rendering untrue or incorrect to
an extent which is material any representations or warranties contained in
the Underwriting Agreement as though they had been given or made on
such date; or
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©

(©) there is withholding of information of a material nature from Kenanga,
which is required to be disclosed pursuant to the Underwriting Agreement,
and if capable of remedy, is not remedied within such number of days as
stipulated within the notice after notice of such breach shall be given to the
Company, which, in the opinion of Kenanga, would have or can reasonably
be expected to have, a material adverse effect on the business or operations
of the Company and related companies, the success of the Public Issue, or
the distribution or sale of the new Shares pursuant to the Public Issue; or

(d) there shall have occurred, happened or come into effect any event or series
of events beyond the reasonable control of Kenanga by teason of the coming
into force of any laws or Governmental regulations or directives or any
change in national or international monetary, financial, political or
economic conditions or exchange control or currency exchange or
unforeseen circumstances beyond the reasonable control of Kenanga and by
reason of force majeure which would have, or can reasonably be expected to
have, a material adverse effect on the business or the operations of the
Company or the success of the Public Offer, or which is likely to have the
effect of making any material part of the Underwriting Agreement incapable
of performance in accordance with its terms; or

(e) there is failure on the part of the Company to perform any of its obligations;
or

) the imposition of any moratorium, suspension or material restriction en
trading in any securities generally on Bursa Securities which would
prejudice materially the success of the Public Offer.

Upon any such notice(s) being given pursuant to (B) above, Kenanga shall be
released and discharged from its obligations as stipulated in the Underwriting
Agreement whereupon the Underwriting Agreement shall be of no further force or
effect and no party shall be under any liability to any other in respect of the
Underwriting Agreement, save and except that the Company shall remain liable for
the payment of the underwriting commission and in respect of its obligation and
liabilities for the payment of costs and expenses already incurred prior fo or in
connection with such termination and for the payment of any taxes, duties or levies,
and for any antecedent breach.

The Company has made several representations and warranties under the
Underwriting Agreement. Upon any material breach of the said representations or
warranties or any material failure to perform any of the said agreements or
undertaking or any change rendering any of the said warranties, representations or
agreements inaccurate in a material respect coming to the notice of Kenanga prior to
the Closing Date, Kenanga shall be entitled (but not bound) by written notice to the
Company, to elect to treat such breach, failure or change as releasing or discharging
Kenanga from its obligations under the Underwriting Agreement.
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RISK FACTORS

NOTWITHSTANDING THE PROSPECTS OF THE COMPANY AS OUTLINED IN THIS
PROSPECTUS, APPLICANTS FOR THE ISSUE SHARES SHOULD CAREFULLY
CONSIDER THE FOLLOWING RISK FACTORS (WHICH MAY NOT BE EXHAUSTIVE)
THAT MAY HAVE A SIGNIFICANT IMPACT ON THE FUTURE PERFORMANCE OF THE
COMPANY IN ADDITION TO OTHER INFORMATION CONTAINED ELSEWHERE
HEREIN, BEFORE APPLYING FOR THE 1SSUE SHARES.

INVESTORS SHOULD BE AWARE THAT THE VALUE OF AN INVESTMENT IN
SECURITIES MAY GO DOWN AS WELL AS UP.

THERE IS NO GUARANTEE THAT THE MARKET PRICE OF ICAPITAL.BIZ'S SHARES
WILL REFLECT THEIR UNDERLYING NAY PER ORDINARY SHARE. ACCORDINGLY,
IT IS POSSIBLE FOR THE PRICE OF ICAPITAL.BIZ’S SHARES TO TRADE BELOW THE
COMPANY’S NAV PER ORDINARY SHARE.

BURSA SECURITIES MAY EXPERIENCE SHORT TERM VOLATILITY AND AS SUCH,
THE INVESTMENT IN THE COMPANY SHOULD ACCORDINGLY BE REGARDED AS
LONG TERM IN NATURE.

(i} Risk of Premium / Discount to NAV

Shares of a CEF typically trade in relation to its NAV, which is the value of its assets less its
liabilities. When demand is greater than supply, a CEF’s share price may trade at a premium
to its NAV. Likewise, when supply exceeds demand, a CEF’s share price may trade at a
discount to its NAV, Hence, if the premium narrows or the discount widens, investors’ returns
may be impacted negatively.

Principally, the performance of a CEF and the demand for it as an investment will drive
changes in the level of premium or discount. For instance, if a CEF has a consistently poor
performance track record, investors may be disillusioned by the fund manager and decide to
exit by selling their shares, causing a decline in a CEF’s market price and thereby, narrowing
the premium or widening the discount,

In addition, low trading volumes and liquidity in the shares of a CEF may also result in
changes to the premium/discount. Illiquid shares tend to trade less actively, thereby
generating a wider price gap or mismatch between buyers and sellers in the open market. This
differential may in turn, induce greater price volatility and changes in the level of the
premium/discount to NAV,

Like the shares of any listed company, the shares of a CEF are bought and sold at market
price, Like all companies traded on a stock exchange, the share price of a CEF is subject to
the forces of demand and supply. Like the price of any listed company, the share price of a
CEF need not equal its NAV. The movements in a CEF’s share price are, nevertheless,
influenced by the performance of the underlying investments and market sentiments,

In view of the above, while there is no assurance that the market price of icapital.biz will
reflect its underlying NAV, there may be several mechanisms or options available to narrow
or eliminate the discount if it occurs. These may include, among others, share repurchases,
conversion to an open-end structure and liquidation. See Section 6.7 for more details,
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(i)

(iii)

Volatility and Market Risk

icapital.biz principally invests in Securities listed on Bursa Securities. These Securities may
be exposed to fluctuation due to unforeseen circumstances, i.e. changes due to political and
economic uncertainties. Equity securities generally have greater price volatility than fixed
income securities. Movement in the overseas market may also add additional risks and affect
the performance of the local stock exchange. Price changes may be temporary or extended
and these changes could impact the NAV of a CEF.

Nonetheless, icapitalbiz's stock selections are primarily driven by the value investing
philosophy of its fund manager, with emphasis on a margin of safety created by the
divergences between the market prices and the underlying intrinsic values of the companies.
As such, the impact of volatility and market risks will be somewhat mitigated by the margin of
safety that is incorporated. Further information on CDAM’s value investing philosophy is set
out in Section 5.1.2 of this Prospectus.

Market factors

The performance of icapital.biz is dependent upon the level of market activity, the volume and
value of the Securities and/or Other Permitted Assets to be invested by the Company.
icapital.biz bhas no direct control over such variables except for the type of Securities and
Other Permitted Assets invested in by the Company whether listed or unlisted,

The level of market activity, volume and value of the Securities to be invested by icapital.biz
are influenced by the overall economic conditions of Malaysia and Asia as well as the world
in general, particularly the domestic economic growth levels, political stability, regulatory
environment for investment in Securities and/or Other Permitted Assets and the relative
activity and performance of the global markets. For instance, icapital.biz may be adversely
affected by a significant downturn in the global and regional stock markets, which in turn
could negatively affect the Malaysian stock markets,

As such, there is no assurance that the level of market activity, volume and value of the
Securities and/or Other Permitted Assets to be invested by icapital.biz will be at a level which
would optimise the performance of the Company.

Whilst recognising the effects of market factors, icapital.biz's stock selections are driven
primarily by the value investing philosophy of its fund manager, with emphasis on a margin of
safety created by the divergences between the market prices and the underlying intrinsic
values of the companies. As such, the existence of a margin of safety partially mitigates the
potential impact of market factors on the portfolio. Further information on CDAM’s value
investing philosophy is set out in Section 5.1.2 of this Prospectus.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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(iv)

g

Dependence on the Malaysian economy

The Company’s business is very dependent on the economy of Malaysia, in particular the
performance of Bursa Securities. Substantially, all of the companies listed on Bursa Securities
are Malaysian companies that have operations in Malaysia. The financial condition and
financial performance of these listed companies have a direct impact on their share prices,
which may also have an impact on the volume and value of trading on Bursa Securities.

The Malaysian economy is also affected by the economies in Asia, and in particular, those of
the major economies like the USA, Japan, Europe and the PRC. During 1997, many Asian
countries, including Malaysia, experienced significant adverse ecomomic developments,
including substantial depreciation in currency exchange rates, increased interest rates, reduced
availability of credit from banks and financial institutions, reduced economic growth rates,
corporate insolvencies and declines in market values of shares listed on their respective stock
exchanges, real properties and other assets.

While there is general economic recovery in many Asian countries since 1997, including
Malaysia, there is no assurance that no further adverse economic developments in Malaysia
and/or other Asian countries could oceur which would adversely affect the economic and/or
financial performance of companies listed on Bursa Securities which in turn would have a
material adverse effect on the Company’s financial performance,

Furthermore, as economic conditions in Asia are affected by wider global economy, and as
certain key sectors of the Malaysian economy are dependent on exports beyond Asia, the state
of the global economy may also have a material effect on companies listed on Bursa Securities
and hence, the Company’s business.

Despite its dependence on the global and Malaysian economies, icapital.biz's stock selections
are driven primarily by the value investing philosophy of its fund manager, with emphasis on
a margin of safety created by the divergences between the market prices and the underlying
intrinsic values of the companies, Hence, the effect of economic conditions will be somewhat
mitigated by the margin of safety. Further information on CDAM’s value investing philosophy
is set out in Section 5.1.2 of this Prospectus.

Interest rate risks

Although icapital.biz invests primarily in equities, it may invest in debt related instruments
that are interest rate sensitive such as bonds or fixed income instruments, which means that
their value and comsequently, the NAV of the Company will fluctuate as interest rates
fluctuate. In general, an increase in interest rates will generally reduce the value of such
instruments, which may cause a CEF’s share price to decline faster as investors sell their
shares in the open market. However, when interest rates fall and the NAV of a CEF rise, the
CEF’s share price tends to rise faster as investors buy in. In view of this, there can be no
assurance that the NAV of the Company and its share price will not be affected by fluctuations
in interest rates. Additionally, bonds and fixed income securities are subject to credit risks,
such as risks of default by issuers.

Besides applying a value investing approach to its stock selections, icapital.biz’s fund manager
also incorporates top-down analysis, in which inflation and interest rates is one of the
fundamental drivers of the analysis. By incorporating these analyses, the associated risks and
impact on the investments will be partially mitigated. Further information on CDAM’s value
investing philosophy is set out in Section 5.1.2 of this Prospectus.
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(vi)

(vii)

Risk of investment in nnlisted Securities

The Company is allowed to invest a maximum of 10% of its NAV at all times in unlisted
Malaystan companies. Securities of unlisted companies generally have no liguidity in that
there is no ready and open market for the acquisition and disposal of such Securities. The
strategies for recognising returns in such investments are limited, i.e. either through trade sale,
listing and/or dividend returns from the operations of such unlisted companies. However, it
should also be noted that returns from investments in unlisted companies are generally higher
due to the lower cost of investment.

Nevertheless, additional risks exist as compared to the investments in listed Securities due to
the illiquidity of such Securities and the returns from such investments may not yield expected
returns. As the Company is only allowed to invest 10% of its NAV in unlisted companies,
this somewhat mitigates the risks of exposure to the uncertainties of investing in unlisted
Securities.

Minority interest in investee companies

Pursuant to the Company’s investment policies, icapital.biz is allowed to invest in the
Securities of any other listed company not exceeding:-

(a) ten percent (10%) of icapital.biz’s NAV; or
(b) ten percent (10%) of the issued capital of such listed company,
whichever is lower.

In view of the above, icapital.biz is restricted in the level of investment it can make in a
particular listed company and in turn enabling the Company to only hold minority positions in
such companies. As a result, icapital.biz would not be able to exert much control and/or
influence the outcome of certain corporate actions in a manner that could be in the best
interest of the minority shareholders of such listed companies, which in turn could adversely
affect the Company’s investment in that particular listed company. Nevertheless, this
situation can be mitigated via shareholder activism through engagement with the investee
companies.

Further, for all companies listed on Bursa Securities, at least two (2) directors or one third
(1/3) of the board of directors of such companies, whichever is higher, are independent
directors. The appeintment of such independent directors is a step towards good corporate
governance practice and protects the interest of minority shareholders. Furthermore, in the
event of related party transactions involving the directors or substantial shareholders of
companies listed on Bursa Securities, such director or substantial sharcholders or persons
connected to them are required to abstain from voting on such transactions.
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(viii)

(ix)

(x)

Foreign exchange risks

On 2 September 1998, Bank Negara Malaysia adopted a fixed exchange rate of RM3.80 to
USDI1.00. However, on 21 July 2005, Bank Negara Malaysia announced that the exchange
rate of the ringgit will be allowed to operate in a managed float. Exchange rate volatility,
changes in current exchange rate policy, including the discontinuance of managed exchange
rates, could adversely affect the companies listed on Bursa Securities and may affect share
prices, if for example, foreign investors decide to invest elsewhere,

Nevertheless, in applying a value investing approach and incorporating a margin of safety,
foreign exchange risks would have been factored in during the stock selection process, thus
partially mitigating the impact of foreign exchange volatility on the investments, Further
information on CDAM’s value investing philosophy is set out in Section 5.1.2 of this
Prospectus.

Management risks

The performance of the Company will depend on the management quality of the Fund
Manager. The Fund Manager is in turn dependent on the Designated Person for the
management of the CEF. The loss of the Fund Manager and/or the Designated Person who is
the central decision maker for the investments by the Company may have an adverse impact
on the Company’s performance. In view of this, the appointment of the Fund Manager has
been formalised through the Fund Management Agreement and the Designated Person has
signed a letter of appointment with the Fund Manager. The respective salient terms of the
Fund Management Agreement and the letter of appointment of the Designated Person are set
out in Sections 5.1.4 and 5.1.6 of this Prospectus.

Due to the importance of the Fund Manager and the Designated Person for the continued
performance of the Company in the future, it is therefore imperative that set investment
objectives, policies, strategies and codes of practise are maintained and strictly adhered to
before any investment activities are considered. The Fund Manager is also taking efforts to
groom the younger members of its team and/or recruit additional fund managers and fund
manager trainees to assist the Designated Person and ensure smooth transition, if necegsary in
the event of the departure of the Designated Person.

There is no assurance that the management quality of the Fund Manager and/or the Designated
Person will be maintained in the future. However, in the event of any decline in the
management quality of the Fund Manager and/or the Designated Person, icapital.biz has,
through the Fund Management Agreement, certain provisions to call for the termination of the
Fund Manager and upon such termination, icapital.biz may appoint a new fund manager,

Non - compliance risks

In managing the investments of the Company, the Fund Manager is governed by laws,
regulations and internal policies and procedures including the Fund Management Agreement.
Risks may arise when compliance with the provisions of applicable laws, regulations and
internal policies are not ensured and/or adhered to. The magnitude of such risk and its impact
on the operation and/or financial performance of the Company is unquantifiable.

In order to mitigate such compliance risks, icapital.biz may outsource such compliance
functions to a third party or engage a full time compliance officer, who will be responsible for
ensuring that icapital.biz complies with the SC’s requirements in respect of CEFs. The Fund
Manager has its own internal code of conduct, which is to ensure that the Fund Manager’s
Board of Directors, management and employees operate within the requirements of the SIA
and other regulations, guidelines and acts.
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RISK FACTORS (cont’d)

(xi)

(xii)

(xiii)

No prior market for icapital.biz’s Shares

Prior to the Public Issue, there was no public market for icapital.biz Shares. There can be no
assurance that an active market can develop for icapital.biz Shares upon its listing on Bursa
Securities or if developed, that such a market can be sustained. Although the Public Issue has
been approved by the SC, there can be no assurance that icapital.biz Shares will be accepted
for listing and quotation on the anticipated date on the Main Board. In the event that
icapital.biz Shares are not accepted for listing and quotation, the Company will endeavour to
return the proceeds paid in respect of any application for the Issne Shares without interest.

The Issue Price has been determined afier taking into consideration a mumber of factors,
including but not limited to, the nature of icapital. biz’s business, the prospects of the industry
in which the Company operates, the requirements of the SC Guidelines-CEF and prevailing
economic and market conditions. There can be no assurance that the Issue Price will
correspond to the price at which icapital.biz Shares will trade on Bursa Securities upon or
subsequent to its listing,

Nevertheless, to partially mitigate this risk, educational presentations have been undertaken to
educate potential investors. Furthermore, icapital biz targets a certain profile of shareholders,
who subscribe to the longer-term investment objectives of the CEF.

Volatility of icapital.biz Shares’ market price

The market price of icapital.biz Shares could be affected by numerous factors, including:-

{(a) general market, political and economic conditions;

b changes in earnings estimates and recommendations by financial analysts;

(c) changes in the NAV of the Company;

) changes in market valuations of listed shares in general;

(e) changes in government policy, legislation or regulations; and

D general operational and business risks.

In addition, many of the risks described elsewhere in the Prospectus could materially and
adversely affect the market price of icapital biz Shares.

However, to partially mitigate this risk, educational presentations have been undertaken to
educate potential investors. Furthermore, icapital.biz targets a certain profile of shareholders,
who subscribe to the longer-term investment objectives of the CEF.

Political, economic and legislative considerations

Development in political and economic conditions in Malaysia and in other countries could
materially affect the financial prospects of companies in which the Company invests in and in
turn affect the financial performance of the Company. Political and economic uncertainties
include but are not lLimited to the risks of war, riots, expropriation, nationalisation,
renegotiations or nullification of existing contracts, fluctuations in foreign exchange rates,
inflation, changes in interest rates and methods of taxation.
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(xiv)

(xv)

(xvi)

Nonetheless, icapital.biz's stock selections are driven primarily by the value investing
philosophy of its fund manager, with emphasis on a margin of safety created by the
divergences between the market prices and the intrinsic values of the companies, As such, the
impact of political, economic and legislative considerations on the investments will be
partially mitigated by the margin of safety incorporated. Further information on CDAM’s
value investing philosophy is set out in Section 5.1.2 of this Prospectus,

Forward looking statements

This Prospectus includes forward-looking statements, which are statements other than
statements of historical facts that are based on assumptions that are subject to uncertainties
and contingencies. The word "anticipates”, "believes”, “intends", “plans”, "expects”,
"forecast", "predicts” and similar expressions as they relate to the Company ot its business are
intended to identify such forward-looking statements. The Company believes that, barring any
unforeseen circumstances the expectations reflected in such forward-looking statements are
reasonable at this point of time. There can be no assurance that such expectations will prove to
have been correct. Any deviation from the expectations may have adverse effect on the
Company’s financial and business performance.

Delay in or abortion of the Public Issue

The occurrence of any one (1) or more of the following events may cause a delay in or
abortion of the Public Issue:-

(a) the identified investors fail to subscribe for the portion of Issue Shares to be placed to
them;
(b) the underwriter exercises its rights pursuant to the Underwriting Agreement and

discharges itself from its obligations thereunder; or
(c) the Company is unable to meet the public spread requirements.

Although the Board will endeavour to ensure compliance by icapital.biz of the various Listing
Requirements, including, inter-alia, the public spread requirement imposed by Bursa Securities
for the successful Public Issue, no assurance can be given that the abovementioned events will
not occur and cause a delay in or abortion of the Public Issue,

Termination of Underwriting Agreement

The Underwriting Agreement is terminable by the Underwriter if the Underwriter is of the
reasonable opinion that the success of the Public Issue is seriously jeopardised by certain
events, details of which are set out in Section 2.9 of this Prospectus.

No assurance can be given that the Underwriter will not terminate the Underwriting
Agreement if it is of the reasonable opinion that the events detailed in Section 2.9 of this
Prospectus have occuired. In the event the Public Issue could not be completed, all monies
paid in respect of all applications will be returned without any interest. In the event the
Underwriting Agreement is terminated, icapital.biz will explore the possibility of appointing a
new underwriter.
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BUSINESS OVERVIEW OF ICAPITAL.BIZ

4.1

4.2

4.3

INCORPORATION AND PRINCIPAL ACTIVITIES

icapital.biz was incorporated in Malaysia under the Act on 11 December 2004 as a public
limited company.

icapital biz’s principal activities are to engage in the business of investing in Malaysian
Securities and/or Other Permitted Assets for the purpose ofi-

(i) spreading investrnent risks; and
(ii) managing & portfolio of investments,

to gain revenue and profit for the benefit and on behalf of its shareholders.

SHARE CAPITAL

As at the date of this Prospectus, the issued and paid-up share capital of icapital.biz is RM2.00
comprising two (2) icapital.biz Shares credited as fully paid-up. Upon completion of the
Public Issue, the issued and paid-up share capital of icapital.biz will increase to a minimum of
RM60,000,000 up to a maximum of RM140,000,000 comprising icapital.biz Shares credited
as fully paid-up, depending on the level of subscription of the Public Issue.

Details of the changes in the issued and paid-up share capital of icapital.biz since its
incorporation are as follows:-

No. of Total issued
ordinary and paid-up
Date of shares Par value share capital
allotment allotted (RM) Consideration (RM)
11 December 2 1.00 Subscribers’ shares 2.00

2004

On 19 August 2005, icapital.biz increased its authorized share capital from RM100,000
comprising 100,000 icapitalbiz Shares to RM1,000,000,000 comprising 1,000,000,000
icapital.biz Shares in order to facilitate the Public Issue.

BUSINESS OVERVIEW OF ICAPITAL.RIZ
43.1 Investment Objectives, Policies and Restrictions
Investment Objectives
The primary investment objective of icapital.biz is long-term capital appreciation of

its investments, whilst dividend and/or interest income from these investments would
be of secondary consideration.
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Investment Policies

The principal investment policies of icapital.biz are to primarily invest in a managed
portfolio of securities, which includes shares, stocks, warrants and bonds issued by
companies listed on the Main Board, the Second Board and the MESDAQ Market of
Bursa Securities. Whilst icapital.biz will also invest in securities and bonds of
unlisted companies, the focus will be primarily on companies listed on Bursa
Securities. Presently, icapital.biz has no intention to invest in derivatives and
securities listed on approved foreign stock exchanges. However, the Fund
Management Agreement does cater for the possibility of offshore investments in the
event that icapital. biz decides to revise its investment policies to include investments
in derivatives and securities listed on foreign stock exchanges. Such investments
abroad are subjected to the SC’s approval on foreign markets and restrictions
imposed by Bank Negara Malaysia on outflow of funds,

icapital.biz will select companies where there is a disparity between the company’s
market price (in the case of listed securities) and selling price (in the case of unlisted
securities) and underlying business values over the medium to long-term, icapital.biz
may also invest in cash deposits and/or in short-term obligations in order to have
funds available for general corporate purposes. It may also maintain such cash
deposits for defensive purposes or to enable it to take advantage of buying
opportunities. icapital.biz will not invest in other collective investment vehicles,

The primary asset that icapital.biz will be investing in will be equities listed on Bursa
Securities. Theoretically, the asset allocation can range from 0% equities to 100%
equities. The actual asset allocation of icapital.biz’s investments is a function of jts
value investment philosophy that is based on two (2) factors, the valuation of the
company and its share price. When the market is undervalued and there are many
investment opportunities whereby companies are trading below their valuation,
icapital.biz may invest as much as 95% of its assets in equities with the balance in
cash and/or near cash assets. Likewise, if the market is overvalued and there are
minimal investment opportunities, icapital.biz’s asset allocation would have a lesser
bias towards equities and can go as low as 10% - 20%, for example. The balance
80% - 90% will be in cash and/or near cash assets. However, it should be highlighted
that certain levels of cash and/or near cash assets will be maintained in order for
icapital.biz to have funds available for general corporate purposes, defensive
purposes and/or to enable it to take advantage of buying opportunities.

The investment approach/philosophy of the Fund Manager is set out in Section 5.1.2
of this Prospectus. icapital.biz’s investment policies and objectives will not be
changed within the first three (3) years from the date of its listing on Bursa
Securities. Any amendment to the investment policies and objectives thereafier shall
only be approved by the shareholders of icapital.biz by way of a special resolution.

Investment Restrictions

It is also icapital.biz’s investment policy that the investment in any one (1) company
listed on Bursa Securities shall not exceed ten percent (10%) of its NAV or ten
percent (10%) of the issued share capital of the said listed company, whichever is
lower. icapital.biz may also invest a maximum of ten percent (10%) of its NAV in
unlisted Malaysian companies. icapital.biz also proposes that no borrowings shall be
employed by it. Subject to the unanimous approval from shareholders present at a
shareholders® meeting and voting thereat, icapital.biz will not enter into or undertake
any borrowings. icapital.biz shall not grant or guarantee any credit facility.

icapital.biz shall not either itself or in conjunction with any other person take legal or
effective management control of the entity in which it invests,
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4.4

4.5

4.6

4.7

4.3.2  Interruptions in the Business Since Incorporation

There has been no interruption to icapitalbiz’s business or operations since its
incorporation,

4.3.3  Exceptional Factors Affecting the Business

Save for the risk factors highlighted in Section 3 of this Prospectus, icapital.biz does
not foresee any exceptional factors, which may affect its business.

LIFE OF THE COMPANY

The Board considers it necessary that icapital.biz's shareholders should have the opportunity
to review the future of icapitalbiz at appropriate intervals, Accordingly, the Articles of
Association of icapital.biz contain provisions to the effect that at the annual general meeting to
be held in the fifteenth (15th) year after the Company is listed on Bursa Securities and the
Company has not then been wound up, the Board shall, at the general meeting to be convened
in the fifth (5th) year following the date of the annual general meeting provided the Company
has not then been wound up and subject to the SC Guidelines-CEF and any law then in force,
propose an ordinary resolution that icapital.biz shall continue as a closed-end fund for a
further period of five (5) years following the date of such general meeting ("Determination
Date"). The Directors shall, at each general meeting held at five yearly interval(s) following
the Determination Date and at such five (5) yearly interval(s), the Company shall not have
been wound up and subject to the SC Guidelines-CEF and any law then in force, propose an
ordinary resolution that the Company shall continue as a closed-end fund for a further period
of five (5) years.

DIVIDEND POLICY

icapital.biz carries a dividend policy that will be in line with its objectives. The Board may
recommend the payment of either cash or stock dividends, while maintaining the NAV at an
appropriate level.

TAXATION POLICY

Information concerning the tax status and policy of icapitalbiz and the taxation of
shareholders residing in Malaysia is contained in Section 14 of this Prospectus.

If any potential investor is in any doubt about the taxation consequences of acquiring, holding
or disposing icapital.biz Shares or whether he is subject to tax {(whether in Malaysia or in any
jurisdiction other than Malaysia), he should seek advice from his own professional adviser,
OVERSEAS INVESTORS

Persons residing in territories other than in Malaysia should consult their professional advisers

as to whether they require any governmental or other consents or need to observe any
formalities to enable them to apply for, acquire, hold or digpose icapital.biz Shares.
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4.8

49

4.10

EMPLOYEES

As at the Latest Practicable Date, icapital.biz has no employees as roles such as Fund
Manager, Custodian and Investment Adviser are outsourced to service providers. Roles such
as secretarial duties and accounting are also outsourced to external professionals.

CONTINUOUS DISCLOSURE REQUIREMENTS

Similar to all other companies listed on the Main Board, icapital.biz will be subjected to the
various requirements of the Listing Requirements, including those governing continuing
disclosures. CEFs which are listed on Bursa Securities are also subject to additional
disclosure requirements which include the following:-

(i) immediate announcement to Bursa Securities of any proposal to change the CEF’s
investment policies and objectives;

(1 additional information to be disclosed in the annnal reports and accounts of a CEF,
amongst others, composition of investment portfolic, information on unlisted
instruments, analysis of realized and unrealized surpluses, total number of
transactions in Securities entered into during the reporting period as well as others;

(iii) additional information to be disclosed in the quarterly report of the CEF to be given
to Bursa Securities for public release which includes the computation of the CEF’s
NAYV per share in accordance with the SC Guidelines — CEF and the extend to which
the CEF has invested in Securities listed on other stock exchanges, investment in
other investment vehicles, investment in Securities of unlisted companies and
derivatives; and

(iv) a CEF must provide to Bursa Securities for public release, its NAV per share on a
weekly basis.

VALUATION OF INVESTMENTS

Valuations of assets (listed and unlisted) of icapital.biz shall be as prescribed by the SC
Guidelines — CEF.

Valuation of listed securities shall be marked-to-market on a daily basis.

Valuation of unlisted securities shall be based on methods deemed to be fair and reasonable
that are acceptable to the Fund Manager and the Board of Directors of icapital.biz. Valuation
shall be carried out on a half yearly basis.

Valuations of unlisted fixed income securities shall be carried out on a weekly basis based on
market quotations gathered from at least three (3) financial institutions from a panel of active
financial institutions that are governed by the Banking and Financial Institutions Act, 1989
(BAFIA), whereby the fair market values will be determined involving a process of price
evaluation in the context of relative liquidity, interest and credit risks.
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411 PERFORMANCE INDICATORS AND BENCHMARKS

Performance Indicators

The following may be used to indicate the performance of icapital.biz:-

() the change / movement in the NAV per Share, which measures the performance of
the fund manager in managing the assets. The NAV per Share will be provided to
Bursa Securities on a weekly basis;

(i) the change / movement in icapitalbiz’s share price which is dependent on the
demand for and supply of icapital.biz Shares on the Main Board. The change /
movement in share price measures the actual investment returns that investors will

get from investing in icapital. biz; and

(iii) the total return, which comprises returns from both dividend income and capital
growth.

Performance Benchmark
Variows share market indices such as the KLCI and the EMAS Index can be used as

benchmarks to assess icapital.biz's investment performance. Information on these benchmarks
can be obtained from Bursa Securities® website.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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INFORMATION ON THE FUND MANAGER

511

Introduction

By the Fund Management Agreement, icapital.biz appointed CDAM to be the Fund
Manager responsible for managing the investments of icapital.biz. CDAM was
incorporated on 8 June 1996 as a private limited company under the Act and
commenced its operations in 1997, when it obtained its Fund Manager’s licence
issued by the SC. Todate, CDAM holds a Fund Manager’s licence, issued under the
S1A, which expires on 22 May 2006, after which CDAM will apply for the necessary
renewal. The issued and paid-up share capital of CDAM as at the Latest Practicable
Date is RM2,000,000 comprising 2,000,000 ordinary shares of RM1.00 each.

Funds under CDAM’s management have consistently outperformed the KLCI and
the EMAS Index over the last seven (7) years. From 27 April 1998 to 31 December
2004, funds under CDAM’s management achieved an impressive compound return
of 22.32% per annum (Source: Messrs. Hewitt Associates’} versus a compound
retwrn of 5.84% per annum for the KLCI and a compound return of 4.82% per annum
for the EMAS Index (Source: Daily Diary issued by Bursa Securities and
www.bursamalaysia.com) over the same period. The funds under CDAM’s
management have outperformed the KLCI and EMAS Index in every single year
since 1998 and have never recorded a negative retum during the said period. For
2004, the funds under CDAM’s management have achieved a respectable annual
retarn of 16.21% (Source: Messrs. Hewitt Associates’) compared with an annual
return of 14.29% and 9.56% for KLCI and EMAS Index respectively over the same
period  (Souwrce: Daily Diary issued by Bursa  Secwrities and
www.bursamalaysia.com). As at 31 August 2005, CDAM manages fifty-three (53}
discretionary accounts for various types of investors with a total portfolic value of
approximately RM160,7 million.

CDAM'’s clients include individuals, reputable corporations and institutions, who
among others, are ACE Synergy Insurance Bhd (part of ACE Ltd, an insurance
company listed on the New York Stock Exchange), KESM Industries Bhd and
Cement Industries (Sabah) Sdn Bhd. As at 31 August 2005, CDAM has six (6)
employees in an executive capacity and three (3) emplovees in a non-executive
capacity.

As at the Latest Practicable Date, the Fund Manager does not have any equity
holding in icapital.biz. icapital.biz is a debtor of CDAM in respect of RM#6,317
incurred from the date of incorporation of icapitalbiz to 31 May 2005, which
consists of preliminary and pre-operating expenses.

The salient terms of the Fund Management Agreement are set out in Section 5.1.4 of
the Prospectus.

! CDAM has requested Hewitt Associates to verify its time weighted rate of return (“TWRR™) from 27 April 1998 to 31 December
2004, The scope of Hewitt Associates” verification covers the following:

(a)
(b
(c)
(d)

G

Review and confirm that the formulas provided by CDAM are appropriate for calculation of the TWRR;

Review and confirm that the formulas are correctly applied;

Checking the correctness of extraction and input of amounts and dates of cashflow to calculate the TWRR;

Checking the calculation of market values of the composits investnent portfolio as at 31 December 1998, 1999, 2000, 2001,
2002, 2003 and 2004, which is limited to verifying the correctness of the last transacted price at the relevant dates; and
Review and confirm the aceuracy of the TWRR for 1999-2004, actual and annualised TWRR for 27 April 1998 to 3]
December 1998 and for 27 April 1998 to 31 December 2004,
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5.1.2

Key strengths and investment philosophy/approach

CDAM's investing framework is built after years of experience and research and is
based on the following two (2) key factors:-

@) The 3 Ts

CDAM practises and recognises the importance of "Independence”,
"Intelligence” and "Integrity” in the provision of its fund management
services.

Independence of thought and action comes naturally at CDAM. This is
because CDAM is not associated with any financial institutions, large
corporations or government organisations, allaying potential conflicts of
interest. With a clear focus, its efforts are concentrated on providing the best
possible fund management service.

CDAM does not act on tips, rumours, hearsay, etc. but only on an intimate
knowledge of investments, based on intelligent and objective analysis,

While it sounds abstract, CDAM believes that integrity will in the long run
show in the investment returns you receive,

Anchored on the values of these 3 'T's, CDAM has gradually and successfully
built up its recognition and reputation in the investment industry, locally and
regionally. The persistent application of the 3 'I's philosophy holds the key to
CDAM's consistent success in the stock market, Please refer to Section 5.1.3
and Section 6.9.1 of this Prospectus for CDAM's performance track record.

(ii) Adaptation

There are various investment approaches which are applied by investors
worldwide. Nevertheless, the concern is the ability of fund managers to
identify or if necessary, modify and adapt a suitable approach/method to suit
the investing environment and the needs of their clients. Backed by Tan Teng
Boo's innate understanding of the Malaysian economy, Bursa Securities and
the companies listed on Bursa Securities, his insight into the major foreign
economies and equity markets, and his familiarity of the different methods of
investment analysis, CDAM has the knowledge and experience in modifying
and adapting the various investment methods to suit the investing environment
and the investment objectives.

What comprises CDAM's value investing philosophy?

CDAM's value investing investment philosophy is formulated within CDAM's
investment framework set out above. Aptly summarised as "Intelligently Eclectic”, it
contains the following two (2) components; (1) Value investing; and (2) Top-down
analysis.

1. Value investing
CDAM's objective is to seek capital appreciation while reducing the margin of
error when investing. This is achieved with a rigorous, innovative and well-

defined value investing approach. This ensures that CDAM's main guiding
principle of having a margin of safety is adhered to.
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CDAM's stock selections are based on divergences between market prices and
the underlying intrinsic values of the companijes. This way a margin of safety
is built in. The wider the divergence, the higher the margin of safety.

Guided by Benjamin Graham's famous counsel "Investing is most intelligent
when it is most business-like", the vital goal is to determine the company's
value and what is driving the valuation. Various valuation methods are used
such as discounted cash flow, dividend yield, price-earnings ratio, free cash
flow and asset value depending on how appropriately it reflects the company’s
intrinsic value. Key qualitative factors such as management quality and
economics of the business are also taken into consideration.

A wvalue investor will not be easily influenced by market trends and
conditions. For instance, during a market downturn, the investment decision
of a value investor will not be affected by investors' behavioural decision to
sell down their stocks. It is neither a one-decision approach nor is it a buy-
and-hold strategy.

Value investing has demonstrated itself as a superior investment approach
over long periods of time. Famous practitioners of this approach include
Benjamin Graham, Warren Buffett, Philip Fisher and more.

2. Top-down analysis

The top-down component starts with a broad analysis of the global economy,
paying close attention to the major foreign economies before proceeding to
analysing the Malaysian economy in detail. CDAM’s objective is to obtain a
sound framework that allows it to have a clear perspective of how economies,
sentiments and markets interact and how this interaction influences the
investment of CDAM. In this respect, CDAM emphasises the following three
(3) fundamental drivers for its top-down approach:

(a) Economic growth;
{b) Inflation and interest rates; and
{(c) Corporate earnings,

Why not use only value investing?

When investing in Bursa Securities, CDAM adapt its value investing philosophy by
incorporating some top-down elements that affect company valuations.

CDAM's research and experience tells it that different countries and stock markets with
different economic, political and corporate structures may demand different investment
approaches. In some equity markets, for example, value investing can be used to the
exclusion of the other methods while in others, a top-down bias may be more suitable.
For Bursa Securities, CDAM recognises that the Malaysian economy is small and very
open ie., its external trade is high in relation to its GDP. In addition, the majority of
the companies listed on Bursa Securities have their operations oriented towards the
economy of Malaysia. Hence, their earnings and businesses are easily and significantly
affected by the local and global business cycles and conditions.

CDAM believes that incorporating economic variables and structure into its investment
philosophy plays an essential part in its value investing framework.
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Why not use only top-down analysis?

Based on CDAM's research and experience, it has found that a major weakness of any
top-down approach is that investment analysts cannot forecast with sufficient accuracy.
This makes a portfolio constructed with such an approach inherently speculative and
cannot be employed with consistent success. CDAM understands and recognizes this
weakness. This is the main reason why its investment philosophy is driven primarily by
value investing.

The ability to translate the significance of events and interpret them in terms of the
market has enabled CDAM to successfully incorporate the top-down elements into its
value investing philosophy.

Why an "Intelligently Eclectic” investment philosophy?

CDAM's distinctive value approach is developed, amongst others, from Graham &
Dodd, Warren Buffett, price-earnings ratio, discounted cash flow, economic analysis
and cycles and much more. CDAM believes that no technology application, ie.
computers with its mechanical system or formula, can replace human judgement,
CDAM puts continuous efforts in studying varicus investment approaches, focusing on
their strengths and weaknesses and their suitability/application to the local market,
Constant innovation and adaptation are made to suit the local environment.

Equipped with this thorough research, CDAM takes on an "Intelligently Eclectic"
investment philosophy. CDAM believes that the application of the two (2) components,
ie value investing and top-down analysis, is crucial to its philosophy. At the same
time, CDAM has the ability and experience to modify, incorporate and integrate these
two components into an investment approach to enable CDAM to deliver better results.
CDAM believes that this will provide it with an unsurpassed edge in identifying
investment opportunities for the Company.

THE REMAINDER OF THIS PAGE 1S INTENTIONALLY LEFT BLANK
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5.1.3

Performance

ACGR of return of CDAM

Table 1 below shows the ACGR of return of funds under CDAM’s management as
compared with those of local indices:-

Table 1 : ACGR of return of funds under CDAM’s management,
KLCI and EMAS Index from 27 April 1998 - 31 December 2004

ACGR of return of funds under CDAM’s management

(%)(1) 22.32
ACGR of return of KLCI (%) 5.84
ACGR of return of EMAS Index (%) 4.82

Note:

(1} Source: Messrs Hewitt Associates
(2} Source: Dgily Diary issued by Bursa Securities and www.bursamalaysia.com

Based on Table 1, funds under CDAM’s management achieved an impressive ACGR
of return of 22.32% for the period between 27 April 1998 and 31 December 2004 and
has outperformed the KLCI and Emas Index by at least 16,48 percentage peints and
17.50 percentage points, respectively.

Anpual Return

Table 2 and Chart 1 shows that funds under CDAM’s management have not
experienced any negative year of return despite the turbulent and difficult environment

in the Malaysian economy during the last seven (7) years:-

Table 2: Annualised returns of fund under CDAM's management, K1LCI and EMAS Index

Annualised retumn (%)

CDaM CDAM

outperformed EMAS outperformed

CDAM @ EKLCI® KL.CI Index™ EMAS Index

@ () (@)t © (a)-(c)

1998+ 33.83 -8.11 41.94 -8.77 42.60

1999 57.18 38.5% 18.59 40.46 16.72

2000 0.95 -16.33 17.28 -22.59 23.54

2001 8.70 242 6.28 3.42 5.28

2002 12.71 -7.15 19.86 -4.83 17.54

2003 39.65 22.84 16.81 2437 15.28

2004 16.21 14.29 1.92 9.56 6.65

Cumulative (%) 284.56 46.17 238.39 37.00 247 56
Note :

(1} Source: Messrs. Hewitt Associates

(2) Source: Daily Diary issued by Bursa Securities and www. bursamalaysia.com
(3)  Annualised from 27 April 1998 to 31 December 1958
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Chart 1: CDAM's Annual Return against KLCI and EMAS Index
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Based on Chart 1, funds under CDAM’s management have consistently outperformed
the local indices from the period between 27 April 1998 to 31 December 2004.

In 1998, funds under CDAM’s management achieved a positive return of 33.83%
against negative returns of 8.11% for the KLCI and negative returns of 8.77% for the
EMAS Index.

In addition, funds under CDAM’s management achieved a positive return of 0.95% as
conmpared to the KLCI and EMAS Index, which registered negative returns of 16.33%
and 22.59% respectively in 2000.

Finally, in 2002, funds under CDAM’s management once again achieved a positive

return of 12.71% while the KLCI recorded a negative return of 7.15% and the EMAS
Index recorded a negative return of 4.83%.
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5.1.4  Salient Terms of the Fund Management Agreement

A summary of the salient terms of the Fund Management Agreement is as
follows:-

(1)

(i)

(iii}

Primary duties of the Fund Manager

The primary duties of the Fund Manager are, amongst others, to
purchase, subscribe or otherwise acquire, sell, redeem, retain,
exchange, close out, vary or otherwise invest on behalf of icapital.biz
in any Securities and/or Other Permitted Assets.

Conditions of the Fund Management Agreement

(@

(b)

(c)

the Fund Management Agreement is conditional upon the
satisfaction by icapital.biz of the conditions prescribed by
Bursa Securities for the listing and quotation of the entire
enlarged issued and paid-up share capital of icapital.biz on
the Main Board being effected within six {6) months from
the date of the Fund Management Agreement or such other
period which CDAM and icapitalbiz may agree upon
(“FMA Approval Period™),

in the event that Bursa Securities or the SC or other relevant
authorities impose any material or adverse conditions on
CDAM or jcapital.biz or the terms of the Fund Management
Agreement, an appeal can be made as per the terms of the
Fund Management Agreement; and

if all the approvals are not satisfied or waived within the
FMA Approval Period or at any time any of the approvals is
not obtained, CDAM or icapital biz may elect to terminate
the Fund Management Agreement by written notice to the

other party.

Fees payable to CDAM by icapital.biz

@

()

The first quarter payment:

(0.75% divided by 4) multiply by NA VGt aoared

NAVES @ aing the NAV of the portfolio initially
depesited by icapitalbiz in the accounts held and
maintained by the Custodian.

Quarterly payments thereafter:

(0.75% divided by 4) multiply by NA V@)

NAVE®*™) being the NAV of the portfolio based on the
last business day of the preceding quarterly fee period.
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(iv} Termination
(2) Save as otherwise provided in the Fund Management

(b)

(c)

(d

Agreement, it shall continue and remain in full force unless
and until terminated by CDAM or icapital.biz by giving to
the other party not less than six (6} months’ notice in
writing.

icapital.biz is at liberty to terminate the appointment of
CDAM by notice in writing to CDAM, if SC revokes its
approval for CDAM to provide fund management services
to icapital.biz or CDAM is disqualified under the SC
Guidelines-CEF to provide fund management services.

Either party is at liberty to terminate the Fund Management
Apreement by notice in writing to the other party upon the
happening of any of the following events:

" if the other party commits a material breach of the
Fund Management Agreement which is incapable
of remedy or which if capable of being remedied,
is not remedied by the expiry of thirty (30) days of
service of a written notice by the non-defaulting
party requiring it to be remedied;

a if the other party passes a resolution to wind-up
(other than for the purpose of reconstruction,
amalgamation or merger) or an order is passed for
the winding-up of the other party; or

. a recefver or receiver and manager is appointed
over the assets of the other party or upon the
happening of a like event.

Save for termination as provided in paragraphs (iv) (b} and
(iv) (c) above, any termination of the Fund Management
Agreement by icapital.biz will require the prior approval of
the shareholders of icapital.biz by way of a special
resolution in accordance with the provisions of the Articles
of Association of icapital.biz.

5.1.5 CDAM?’s Directors’ Profile

The profiles of the Directors of CDAM are as follows:-

(a)

YM Tunku Tan Sri Dato’ Seri Ahmad bin Tunku Yahaya

YM Tunku Tan Sri Dato’ Seri Ahmad bin Tunku Yahaya, aged 76, is
an honours graduate in Economics from the University of Bristol and
a fellow of the Chartered Association of Certified Accountants. YM
Tunku Tan Sri Dato’ Seri Ahmad bin Tunku Yahaya was the Group
Chief Executive Officer of Sime Darby Berhad from 1982 to 1993
before assuming his current position as the Independent Non-
Executive Director and Deputy Chairman of Sime Darby Berhad.
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(®)

©

YM Tunku Tan Sri Dato’ Seri Ahmad bin Tunku Yahaya started his
career at Dunlop Estates Bhd in 1959 and later moved on to join
DMIB Berhad in 1962. In 1979, he moved to Sime Darby Berhad.

He was a Director of Bank Negara Malaysia (‘BNM”) from 1966 to
1995 and during his tenor with BNM, YM Tunku Tan Sri Dato’ Seri
Ahmad bin Tunku Yahaya was appointed as Chairman of BNM's
Audit Committee from 1985 to 1995,

His other directorships include Tractors Malaysia Holdings Bethad
and the Kuala Lumpur City Centre group of companies including the
Chairman of KLCC Property Holdings Berhad.

Michael Vitus Wong Kuan Lee

Michael Vitus Wong Kuan Lee, aged 67, holds a Law Degree from
the University of Singapore. He is currently a consultant and former
chief executive partner of Shook Lin & Bok, a leading legal firm in
Kuala Lumpur.

He started his carcer as Division 1 officer in the Malaysian
Department of Inland Revenue in 1962 and later moved on to jein
Shook Lin & Bok in 1964,

Prior to his appointment as a Director of Bank Negara Malaysia from
1981 to 1987, he was a Senator in Parlimen Malaysia from 1977 to
1981.

Michael Vitus Wong Kuan Lee was a director in Sime Darby Berhad
between 1991 and 2005 and in Tractors Malaysia Holdings Berhad
between 2004 and 2005. He currently holds a directorship in Keck
Seng (M) Berhad and Malaysia Deposit Insurance Corporation.

Tan Teng Boo

Please refer to Section 5.1.6 for the profile of Tan Teng Boo,

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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5,1.6  The Designated Person

Tan Teng Boo is the person appointed by the Fund Manager as the Designated
Person and will be responsible for managing the investments of icapital.biz.

The profile of Tan Teng Boo is as follows:-

Tan Teng Boo, aged 51, is the founder and Managing Director of CDAM and
CDSB. He has been involved in the investment industry since 1988 when he
founded CDSB. He holds a valid Fund Manager’s Representative’s Licence
issued under the SIA, which expires on 22 May 2006, after which he will
apply for the necessary renewal.

Tan Teng Boo graduated with an honours degree in Economics from Sussex
University in 1977 and started his career as an economics reporter with
Reuters in 1974. Backed by wvast experiences in journalism, rubber,
stockbroking and the property industries, he founded CDSB in 1988. CDSB
was set Up by him to specifically provide independent investment advisory
and research services. CDSB is Malaysia’s first independent licensed
investment adviser that provides quality, independent and objective research
to subscribers. Testament to CDSB’s quality in its investment advice, the
company has passed the test of time under the helm of Tan Teng Boo and has
been continuously involved in the same business for the last sixteen (16) years
and supported by a following of long-term subscribers. Some of / Capital’s
subscribers include Parlimen Malaysia, Bursa Securities, Public Bank Berhad,
Permodalan Nasional Berhad, Kumpulan Wang Simpanan Pekerja, Khazangh
Nasional Berhad and Cundill Investment Research Ltd (an intemational fund
management company that is based in Canada).

Tan Teng Boo is instrumental in the formation and management of CDAM
and CDSB since their inception. As Managing Director, he has grown CDAM
from a fund manager with a small portfolio in 1998 to a portfolic value of
approximately RM160.7 million as at 31 August 2005. With both local and
foreign investors and an investment focus on Malaysian securities, he has
successfully steered CDAM to become one of Malaysia’s leading independent
fund managers whose funds under his management have consistently
outperformed the KLCI and the EMAS Index in terms of annual compounded
growth rate of return and annual return over the last seven (7) years by a wide
margin. Funds under CDAM's management have consistently outperformed
the local indices in the range of between 1.92 percentage points and 42.60
percentage points (since the commencement of its operations on 27 April
1998 to 31 December 2004) and has never recorded a negative return during
the same period. Further details on the performance of funds under CDAM’s
management are set out in Sections 5.1.3 and 6.9.1 of this Prospectus.

As a highly regarded investment expert in Malaysia, the views and opinions of
Tan Teng Boo are frequently sought by the mass media which include
Bloomberg, Financial Times, The Asian Wall Sireet Journal, International
Herald Tribune, Far Eastern Economic Review, CNBC Asia, The Star,
Nanyang Siang Pau, Sin Chew Daily, Oriental Daily, The Business Times
Singapore, etc.
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Due to his enthusiasm in the stock market coupled with his working
experiences, academic background, research and analysis, he has developed
insights into the local stock market and various foreign equity markets over
the last thirty-three (33) years. In addition, he possesses an innate
understanding of the Malaysian economy and is very well versed with the
major foreign economies. His passion in fund management over the years has
enabled him to be very familiar with the different methods of investment
analysis and approaches, i.e. understanding strengths and weaknesses of the
respective investment analysis and approaches and their suitability of
application for different investment objectives and circumstances. A great
proponent of CDAM's 3 ‘I’ investment philosophy, Tan Teng Boo, together
with his insights and business acumen, maintains this investment approach in
order to provide the best professional service to his clients.

The salient terms of appointment of Tan Teng Boo, as the designated person is
as follows:-

)] Primary duty of the Designated Person

The primary duty of the Designated Person is to manage the
investments of icapital.biz.

(i) Commencement and termination of appointment

(a) The commencement of the Designated Person’s appointment
shall be the date icapital.biz is listed on the Main Board
(“Effective Date™) and, subject to paragraphs (b) and (c)
below, continue for so long as the Fund Management
Agreement remains in effect.

(b)  The appointment of the Designated Person may be terminated
by the Designated Person or the Fund Manager by giving
ninety (90) days’ prior written notice.

(¢) Notwithstanding paragraph (b}, in the event that any of the
following occurs:

= the Designated Person becomes permanently
incapacitated by accident or ill health from performing his
duties for an aggregate period of ninety (90) days in any
period of three hundred and sixty-five (365) consecutive
days;

» the Designated Person commits any serious or persistent
breach of his appointment as Designated Person and such
breach remains unremedied for a period of fourteen (14)
days following receipt of a written notice from the Fund
Manager informing the Designated Person of such breach
or non-compliance;

= the Designated Person has committed an act of
bankruptcy or compounded with any of his creditors
generally;

» the Designated Person resigns or is removed as the
Managing Director of the Fund Manager; or
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51.7

= the Designated Person is in breach of his representations
and warranties set out in the letter of appointment and
such breach remains unremedied for a period of fourteen
(14) days following receipt of a written notice from the
Fund Manager informing the Designated Person of such
breach or non-compliance,

the Fund Manager shall be entitled by notice in writing to the
Designated Person to terminate his appointment without prior
notice and without payment in lieu of notice (save for any
amounts by way of quantum meruit).

(iii) Fees and Expenses

(a) The Designated Person will be paid an annual fee of
RM120,000 by the Fund Manager, payable quarterly in
advance, and the first payment of RM30,000 being due on
the first day of the month following the Effective Date, and
thereafter, payable on a quarterly basis.

(b) The Designated Person will be entitled to be reimbursed by
the Fund Manager for all expenses, costs and fees incurred
by him in performing his duties as Designated Person.

Material litigation

CDAM is not engaged in any material litigation or arbitration proceedings
either as plaintiff or defendant and the Board of Directors of CDAM has no
knowledge of any proceedings pending or threatened against CDAM or any
facts likely to give rise to any proceedings which might materially affect the
financial position and business of CDAM,

5.2 INFORMATION ON THE CUSTODIAN

5.2.1

Introduction

Deutsche Bank established a presence in Kuala Lumpur in 1967 and has since
expanded its activities in the Malaysian market. Deutsche Bank combines
local expertise with the resources of its regional and global network to offer a
vast range of products and services to both international and domestic clients.
These include amongst others, banks, stockbrokers, insurance companies,
fund managers and trustee corporations.

Deutsche Bank's custody department began operations in 1994 and as at 31
Aungust 2005, employs twenty-four (24) staff, comprising eighteen (18)
employees in an executive capacity and six (6) employees in a non-executive
capacity.

The directors of Deutsche Bank are YAB Tun Mohamed Dzaiddin bin Haji
Abdullah, Kuah Hun Liang, Dato’ Mohamed Nizam bin Abdul Razak,
Kenneth Charles Borda and Chim Wai Kin,
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Custodial Services

The Custodian is & multinational corporation with a satisfactory financial
standing with a good reputation and will have sufficient resources to assume
the duties of a Custodian of the Company. The Custodian on behalf of
icapital.biz will hold the investments of the Company. The Company will
maintain a securities account with the Custodian who will handle all matters
relating to the registration of securities acquired by the Company. The
Custodian, on behalf of the Company, will also receive all dividends and
distribution paid on the Company’s investment.

The Custodian does not have any equity holding in the Company nor has it
extended any credit facility to the Company.

Salient Terms of the Custodian Agreement
A summary of the salient terms of the Custodian Agreement is as follows:-
() Primary duties of the Custodian

The primary duties of the Custodian are to:

(a) accept all Securities and/or Other Permitted Assets which
may from time to time be deposited by icapital.biz with the
Custodian;

)] administer the portfolio of icapital.biz in accordance with
and subject to the provisions of the Custodian Agreement;
and

{c) follow the instructions of the Fund Manager in accordance
with and subject to the terms of the Custodian Agreement.

(ii}  Conditions of the Custodian Agreement

(a) the Custodian Agreement is conditional upon the
satisfaction by icapital.biz of the conditions prescribed by
Bursa Securities for the listing and quotation of the entire
enlarged issued and paid-up share capital of icapital.biz on
the Main Board being effected within six (6) months of the
date of the Custodian Agreement or such other period which
Deutsche Bank and icapitalbiz may agree upon
{“Custodian Approval Period™);

(b) in the event that Bursa Securities, the SC or other relevant
authorities impose any material or adverse conditions on
Deutsche Bank or icapital.biz or the terms of the Custedian
Agreement, an appeal can be made as per the terms of the
Custodian Agreement; and

(c) if al! the approvals are not satisfied or waived within the
Custodian Approval Period or at any time any of the
approvals is not obtained, Deutsche Bank or icapital.biz
may elect to terminate the Custodian Agreement by written
notice to the other party.
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(i)

(v)

Fees payable to Dentsche Bank by icapital biz
The fees payable to the Custodian are as follows:-

A portfolio fee of 0.04% per annum and a transaction fee of RM65
per receipt/delivery. The Custodian's portfolio fee is calculated
based on icapital biz’s asset valuation (Securities only) on a monthly
basis. The transaction fee is incurred when there is a receipt or
delivery of Securities in and out of icapital.biz’s custody account
with the Custodian, whether against payment or free of payment.
These fees are inclusive of registration services and corporate action
services. Cash transactions directly related to securities settlement
will be waived. Clean cash payments will be subject to normal bank
charges.

Termination

(a) Save as otherwise provided in the Custodian Agreement, it
shall continue and remain in full force mmless and until
terminated by icapital.biz by giving the Custodian not less
than thirty (30) days’ notice in writing or terminated by the
Custodian by giving icapital.biz not less than ninety (90)
days’ notice in writing.

M) icapital.biz is at liberty to terminate the appointment of
Deutsche Bank by notice in writing to Deutsche Bank, if SC
revokes its approval for Deutsche Bank to provide custodial
services to icapitalbiz or Deutsche Bank is no longer
permitted to provide custodial services.

{c) Either party is at liberty to terminate the Custodian
Agreement by notice in writing to the other party upon the
happening of any of the following events:

* if the other party comtnits a material breach of the
Custodian Agreement which is incapable of remedy or
which if capable of being remedied, is not remedied by
the expiry of thirty (30) days of service of a written
notice by the non-defaulting party requiring it to be
remedied;

» if the other party passes a resolution to wind-up (other
than for the purpose of reconstruction, amalgamation or
merger) or an order is passed for the winding-up of the
other party; or

*  areceiver or receiver and manager is appointed over the

assets of the other party or upon the happening of a like
evert.
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5.2.4 Key Personnel’s Profile

5.2.5

Kamala Devi, Head Domestic Custody Operations of Deutsche Bank, has
been in the securities industry for twenty (20) years. She has extensive
experience in registrar services and custodial services and was part of the
pioneer team involved in setting up the global securities services of Deutsche
Bank ten (10) years ago.

Juliana John, Deputy Head Domestic Custody Operations of Deutsche Bank,
has worked with Mayban Securities Sdn Bhd, CIMB Securities Sdn Bhd and
United Qverseas Bank (Malaysia}) Bhd prior to joining Deutsche Bank ten
(10) vears ago. In total she has approximately eighteen (18) vears of
experience in securities settlement. Equipped with extensive product
knowledge and skills, she is responsible for team building, client delivery, risk
management and compliance to internal/regulatory requirements.

Financial Information

The financial highlights of Deutsche Bank for the past three (3) financial years
ended 31 December 2004 are set out as follows:-

FYE 2002 FYE 2003 FYE 2004

RM mil RM mil RM mil
Paid-up capital 125.043 143,043 143.043
Shareholders’ fund 361.674 345274 448.528
Operating profit / (loss)
(before provisions) 129,193 (38.035) 192.404
Pre-tax profit / (Loss) 73.330 (81.418) 127.258
Profit after tax and minority 43.658  (55.400) 103.254
interest

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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53

INFORMATION ON THE INVESTMENT ADVISER

53.1

532

Introduction

CDSB was incorporated on 5 July 1988 under the Act as a private limited
company and commenced operations when it obtained its Investment
Adviser’s licence in 1989. CDSB is Malaysia’s first independent licensed
Investment Adviser. As at the Latest Practicable Date, the issued and paid-up
share capital of CDSB is RM 500,000 comprising 500,000 ordinary shares of
RM1.00 each.

Currently, CDSB holds a valid Investment Adviser’s licence which expires on
13 April 2006, after which CDSB will apply for the necessary renewal. In
addition, CDSB also holds two permits for publication issued under the
Printing Presses and Publications Act, 1984 for i Capital and $RAHTT®Y |
its English and Chinese newsletters respectively, which expires on 31 August
2006 and 15 January 2006, respectively, after which CDSB will apply for the
necessary renewals.

The obligations of the Investment Adviser to icapitalbiz are to provide
continuous advice and recommendations to icapitalbiz as to the purchase,
holding or disposal of any or all of the Securities or other assets which
icapital. biz may own or contemplate acquiring from time to time after having
regard to the investment policies and objectives of icapitalbiz, As at 31
Angust 2005, CDSB has seventeen (17) employees in an executive capacity
and one (1) employee in a non-executive capacity.

The salient terms of the Investment Advisory Agreement are set out in Section
5.3.3 of this Prospectus.

The Invesiment Adviser does not have any equity holding in the Company
nor has it extended any credit facility to the Company. Pursuant to the Public
Issue, icapital.biz had also entered into the Licensing Agreement with CDSB
for the use of the Trade Marks. The salient terms of the Licensing Agreement
are set out in Section 5.3.4 of this Prospectus.

Key Strengths

CDSB realises that there is a continuous growing demand for investment
advisery services. Since 1989, the publication of a weekly investment report, 7
Capital and €SEEAE®Y | in two (2) languages, i.e. English and Chinese has
marked a milestone for CDSB in widening its recognition in the local
financial industry. The investment advisory services are provided by a team
of experienced analysts, headed by Tan Teng Boo.

On 23 July 2002, CDSB successfully marked ancther milestone with the
launch of its first investment portal, www.icapitalbiz, available for
subscription by the public. www.icapitalbiz has been operating as an
independent investment advisory portal since then. The portal also containg
no advertisement to remain free from any possible conflicts of interest.
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5.33

Its subscribers comprise of listed and unlisted corporations, institutions and
individuals. Amongst others are Parlimen Malaysia, Bursa Securities, Public
Bank Berhad, Permodalan Nasional Berhad, Khazanah Nasional Berhad,
Kumpulan Wang Simpanan Pekerja and Cundill Investment Research Lid (an
international fund management company that is based in Canada), Certain of
these subscribers have been long standing customers of CDSB for more than
fifteen (15) years, a reflection of their confidence in CDSB’s credibility and
credentials.

Salient Terms of the Investment Advisory Agreement

A summary of the salient terms of the Investment Advisory Agreement is as
follows:-

(i)  Primary duty of the Investment Adviser

The primary duty of the Investment Adviser is to provide continuous
advice and recommendations to icapital biz as to the purchase, holding
or disposition of any or all of the Securities and/or Other Permitted
Assets or other assets which icapitalbiz may own or contemplate
acquiring from time to time,

(i)  Conditions of the Investment Advisory Agresment

(a) the Investment Advisory Agreement is conditional upon the
satisfaction by icapital biz of the conditions prescribed by Bursa
Securities for the listing and quotation of the entire enlarged
issued and paid-up share capital of icapital.biz on the Main
Board being effected within six (6) months from the date of the
Investment Advisory Agreement or such other period which
CDSB and icapitalbiz may agree upon (“IAA Approval
Period”);

(b} in the event that Bursa Securities, the SC or other relevant
authorities impose any material or adverse conditions on CDSB
or icapitalbiz or the terms of the Investment Advisory
Agreement, an appeal can be made as per the terms of the
Investinent Advisory Agreement; and

(c) if all the approvals are not satisfied or waived within the IAA
Approval Period or at any time any of the approvals is not

obtained, CDSB or icapitalbiz may clect to terminate the
Investment Advisory Agreement by written notice to the other

party.
(1ii} Fees payable to CDSB by icapital.biz

The fees payable to CDSB under the Investment Advisory
Agreement and the frequency of payments are as follows:-

(a) The first quarter payment:

(0.75% divided by 4) multiply by NA v euanen
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(iv}

(b

NAVES @) peing the NAV of the portfolio initially
deposited by icapitalbiz in the accounts held and
maintained by the Custodian,

Quarterly payments thereafter;

(0.75% divided by 4) multiply by NAV@neD

NAVE@™ | being the NAV of the portfolio based on the
last business day of the preceding quarterly fee period.

Termination

(a)

(b

()

(d)

Save as otherwise provided in the Investment Advisory
Agreement, it shall continue and remain in full force unless
and until terminated by CDSB or icapital.biz by giving to
the other party not less than six (6) months’ notice in
writing,

icapital.biz is at liberty to terminate the appointment of
CDSB by notice in writing to CDSB, in the event the
Investment Adviser’s licence of CDSB is not renewed for
any reason.

Either party is at liberty to terminate the Investment
Advisory Agreement by notice in writing to the other party
upon the happening of any of the following events:

* if the other party commits a material breach of the
Investment Advisory Agreement which is incapable of
remedy or which if capable of being remedied, is not
remedied by the expiry of thirty (30) days of service of
a written notice by the non-defaulting party requiring it
to be remedied;

= if the other party passes a resolution to wind-up (other
than for the purpose of reconstruction, amalgamation or
merger) or an order is passed for the winding-up of the
other party; or

& areceiver or receiver and manager is appointed over the
assets of the other party or upon the happening of a like
event.

Save for termination as provided in paragraphs (iv) (b} and
(iv) (c) above, any termination of the Investment Advisory
Agreement by icapital.biz will require the prior approval of
the shareholders of icapital.biz by way of a special
resolution in accordance with the provisions of the Articles
of Association of icapital.biz.
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5.3.4

Salient terms of the Licensing Agreement

A summary of the salient terms of the Licensing Agreement is as follows:-

(i)

(i)

(i)

Conditions of the Licensing Agreement

The Licensing Agreement is conditional upon the satisfaction by icapital.biz
of the conditions prescribed by Bursa Securities in the approval-in-principle
of Bursa Securities for the listing and quotation of the entire enlarged issned
and paid-up share capital of icapitalbiz on the Main Board being effected
within a period of six (6} months from the date of the Licensing Agreement or
such other period which CDSB and icapitalbiz may agree upon (LA
Approval Period™).

License fee payable to CDSB by icapital.biz

In consideration of CDSB granting icapital.biz a non-transferable and non-
exclusive licence to use the Trade Marks as part of the name of icapital.biz,
icapital biz shall pay an annual fee of RM10.00 to CDSB.

Termination

(a) Upon the happening of (1) the termination of the Investment
Advisory Agreement for any reason whatsoever; or (2) the
termination of the Fund Management Agreement for any reason
whatsoever, the Licensing Agreement shall be terminated
automatically on the same day as the termination of the Investment
Advisory Agreement and/or the Fund Management Agreement.

() Upon happening of the following events:-

. icapital.biz. fails to satisfy the conditions prescribed by
Bursa Securities in its approval in principle within the LA
Approval Period;

. A petition is filed or a resclution is passed te wind up
icapital.biz;

. If icapitalbiz commits a material breach of any law,

regulation or directive governing it and does not er cannot
rectify such material breach and in CDSRB’s reasonable
opinion, the occurrence of such material breach or the
continuation of such material breach is prejudicial to the
reputation and goodwill of CDSB; or

= If icapitalbiz commits any breach of the Licensing
Agreement and such breach (capable of being remedied) is
not rectified within a period of fourteen (14) days from the
date of written notice is given by CDSB demanding
rectification of such breach or if icapital.biz commits any
breach of the Licensing Agreement and such breach cannot
be rectified,

CDSB shall be at liberty to terminate the Licensing Agreement

summarily by giving ninety (90) days notice in writing to
icapital.biz.
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5.4

On termination of the Licensing Agreement, icapital biz shall take all
requisite steps to effect the change of name of icapital.biz so that the new
name of icapital.biz does not contain any of the Trade Marks,

KEY INVESTMENT PERSONNEL OF CDAM AND CDSB
The key investment personnel in CDAM are as follows:-
Tan Terg Boo, whose profile is set out in Section 5.1.6.

Farah Sabrina binti Roslan joined CDAM in 2005 as an investment analyst. Her work focuses
on rescarch and analysis of a portfolio of listed companies and the relevant indusiries. She
graduated from the University of South Australia with a Bachelor of Management, majoring in
Marketing and also holds a Diploma in Banking (Dean’s List) from Universiti Teknologi
MARA (UiTM). She is also currently pursuing a Masters of Science in Finance from
Strathclyde University, UK. She has passed the Fund Manager’s Representative’s examination
conducted by the SC and has yet to obtain the Fund Manager’s Representative licence pending
the fulfilment of the pre-requisite working experience of three (3) years. Prior to this, she was in
the banking industry, focusing on unit trust investments,

The key investment personnel in CDSB are as follows:-

Low Guat Meng joined CDSB as an economics analyst in 1994. Her current research
responsibilities focus on the economies of Malaysia, the PRC and Japan. In the past 10 years,
her work has entailed extensive research and analysis of various economies and major economic
issnes.

She holds a Bachelor of Economics (Honours) from Ia Trobe University, Australia. She is also
a Director of CDSB and a licensed Investment Representative.

Sim Biow Ming Myra joined CDSB in 2000 as an Executive Assistant to the Managing
Director. She holds a2 Bachelor of Commerce, majoring in Economics, from the University of
Otago, New Zealand. Amongst others, she is respomsible for the Chinese edition of the
company’s investment analysis and assists the Managing Director in company research.

Nor Arzian binti Aminnudin joined CDSB as a Research Support Assistant in 1997. She is
responsible for maintaining an in-house investment library and research databases. She
graduated from Universiti Teknologi MARA (UiTM) Shah Alam with a Diploma in Statistics
znd is currently pursuing a degree in Mass Communications.

Looi Kean Heng joined CDSB as an investment analyst in 2002. His work focuses on research
and analysis on a portfolio of listed companies and the relevant industries. Prior to this, he was
engaged in the civil engineering field. He graduated from the University of Birmingham, UK
with a First Class Honours in Civil Engincering and has passed Level IIl of the Chartered
Financial Analyst program.

Lim Tze Cheng joined CDSB in 2003 as an investment analyst. His work focuses on research
and analysis on a portfolio of listed companies and the relevant industries. Prior to this, he was
in the audit industry, attached with BDO Binder. He is a graduate of the University of Malaya
with a First Class Honours in Accounting.
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6.1

THE CLOSED-END FUND INDUSTRY
A Brief History

CEFs, or investment trusts as they are commonly knewn in the UK, have been around a lot
longer than unit trusts. The oldest, Foreign & Colonial Investment Trust Plc, made its debut
way back in 1868. Its stated objectives were “fo give the investor of moderate means the
same advantages as the large capitalist in diminishing the risk of investing in Foreign and
Colonial Government Stocks, by spreading the investment over a number of stocks”.

During the ‘Roaring Twenties’, CEFs mushroomed in the US. This was a time of immense
economic, political and social prosperity. But during the Great Crash of 1929, CEFs were
among the worst hit. The fault lies in the extensive use of borrowings by fund managers,
pyramiding (funds buying other funds), and shenanigans. Although various legislations
were introduced to regulate the industry and protect shareholders, CEFs remained sidelined
for decades, eventually becoming overshadowed by open-end funds or unit trusts,

CEFs or investment trusts in the UK managed to escape the Great Crash of 1929 almost
unscathed. In the early 1930s, investment trusts in the UK still put most of their money into
fixed interest securities. The move into equities only took off at the end of the 1930s. By the
mid-1960s, however, investment trusts began to lose favour among small investors due to
the rise of the welfare state and the competing attractions of investment alternatives such as
pension schemes and life insurance plans. At this stage, big institutions like the insurance
companies and pension funds found themselves short of expertise to manage the influx of
funds, Investment trusts stepped in to fill this gap. But this proved short-lived as the big
institutions started moving their investment management activities in-house by the mid-
1970s.

During this time, when CEFs were largely shunned by individual investors and big
institutions alike, shares of many CEFs traded at discounts, with market prices significantly
lower than their NAV. This triggered off a string of hostile takeover bids, often from big
institutions, which identified an opportunity to buy a portfolio of investments on the cheap.
For many, this spelt the demise of CEFs. But not quite.

CEFs made a comeback in the mid-1980s, revitalised by innovative variations to the types
of funds available. The spectacular performance of emerging market equities in the early
1980s revived investor interest. Closed-end country funds, with its fixed capitalisation, were
regarded as a more suitable vehicle for investing in emerging market econormies rather than
the open-end alternative. The growing popularity of closed-end sector funds in the late
1980s and 1990s further stimulated the CEF industry. The introduction of what the financial
press called ‘celebrity funds’ by a number of well-known fund managers also added some
zest to the indusiry. However a better reflection of the investing public’s renewed
appreciation of CEFs is the narrowing of discounts or even premiums to NAV,

(Source: Investment Trusts, Anthea Masey, Chapter 3: The History of the Investment Trust, ‘Closed-
End Fund’ Gabelli & Company Inc. and ‘Using Funds to Invest in Developing Securities Market’,
William GG. MeBride, Lipper Analvtical Services Inc)
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Basic Structure

Manages the CEF’s
investments in approved /
permitted Securities

Fund Manager

Custodian

Holds the CEF’s
investments in approved /
permitted Securities

Board of
Directors
Responsible to the
shareholders for the
Company’s activities
4 Invests Investments in
d/
> CEF > approve
p| _(Company) permitted
— - Securities
+ Dividend payout and capital
gains through divestment
Subscription .
of shares / Dividend
purchase of payout
shares v
Shareholders
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6.2 TYPES OF CLOSED-END FUNDS

The different types of CEFs include:

(1)

(1)

(iii)

(tv)

)

Diversified Equity Funds

These CEFs focus on common stocks traded on stock exchanges. They usually
consist of stocks issued by a broad mix of companies and diversified across many
industries, geographic regions and economic sectors. Some of them specialize in a
particular asset class or investment style, such as large-cap, small-cap, growth and
value. For example, Amanah Millenia Fund Berhad (formerly known as Amanah
Smallcap Fund Berhad) (“AMFB”) invests primarily in equities listed on Bursa
Securities and other stock exchanges in the region.

Sector and Specialty Funds

Contrary to the diversified equity funds, these CEFs concentrate on stocks of a
particular industry, such as banking, technologies, properties and others, or on
specialized securities such as preferred stocks or convertible securities. For
instance, Petroleum and Resources Corporation, Emerging Markets
Telecommunications Fund Inc, Polar Capital Technology Trust Plc, etc.

Single Country Funds

As suggested by its name, these funds focus on securities of a single country.
These funds became popular in the early 1980s due to the impressive performance
of emerging market equities. Some of the examples of single country funds
include, Malaysia Fund Inc, China Fund Inc, Germany Fund, ete.

Regional Funds

Some CEFs focus on regions rather than individual countries. Examples of
regional funds are Asia Pacific Fund Inc, European Assets Ple, Pacific Horizon
Plc, etc,

Global / International Funds

While regional funds concentrate on a particular region, global funds take a global
perspective by investing in global markets. For example, Global Income Fund Inc,
World Trust Fund Ple, etc.

fSource: Compilation by CDSB)
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6.3

THE BENEFITS OF CLOSED-END FUNDS

{4

(i)

(1ii)

(i)

Power of Pooling

CEFs pool money from many investors and assemble a portfolio of stocks, bonds
and other securities to meet the CEF’s investment objectives. The pooling of assets
from multiple shareholders allows a CEF to diversify more broadly than a single
investor would be able to. This is aptly expressed in Foreign and Colonial
Investment Trust Plc’s investment objective, which is “to give the investor of
maderate means the same advantages as the large capitalist in diminishing the risk
of investing in Foreign and Colonial Government Stocks by spreading the
investment over a number of stocks”(Source: Investment Trusts, Antheq Masey,
Chapter 3: The History of the Investment Trust), Thus, where an investor with
RM 10,000 could buy only a small number of a particular stock(s), a CEF with an
asset size of say RM100 million, will be able to buy far more.

Management Expertise

Each CEF has its own investment policy and objective. Fund managers conduct the
investment research and make the necessary investment decisions based on this
mandate. Many individual investors neither have the time, energy, skills,
experience, resource nor desire to follow the stock market and research
investments on a full time basis. With CEFs, all the investors need to do is make
the initial choice of which CEF to invest in. This decision will be based primarily
on two (2} factors: the CEF’s investment objective, and who the fund manager is.

Stable Pool of Funds

In confrast to open-end funds or unit trusts, the pool of assets available for
investment remains stable for CEFs. CEF fund managers do not have to worry
about having enough liquidity to meet redemption requests or identify enough
opportunities to invest inflow of funds, which in the case of open-end funds, are
beyond the fund manager’s control. As a consequence, CEF find managers have
much greater flexibility to put the assets to work on a long-term strategy as the
fund manager's investment decisions are totally separated from the shareholders’
decision in relation to their shareholdings in CEFs. It was for this reason that the
PRC decided to introduce CEFs in the early 1990s before unit trusts, which was
introduced only in 2001 (Source: www.stock858.net).

Better Investment Opportunities

With a stable pool of assets, CEFs have a much broader range of investment
choices and greater flexibility in deciding where and how to invest. For example,
CEFs have more leeway to invest in illiguid and small capital securities that may
offer potentially higher returns as well as allows CEFs to be more focused when
investing,.
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v

(vi)

(vi

Lower Expenses

Ceteris paribus, lower expenses may generate better returns for investors. Open-
end funds or unit trust fimds are marketed with the support of well-established
distribution networks, which includes financial planners, banks and insurance
companies. With CEFs, there is no need for such marketing and distribution
expenses.

Additionally, the CEF’s stable pool of assets implies lower portfolio tumnover,
which translates into lower commission expenses.

Less Reinvestment Problems

With less buying and selling activities compared to an open-ended fund, there
would be less reinvestment decisions for the CEF to make. The more reinvestment
decisions to be made, the higher the risks of making the wrong decisions and thus
the higher the chances that the performance of a fund would be inferior. As a
result, chances of success for CEFs are much higher,

Additional Return Potential

The market price of CEFs is determined by the interplay between demand and
supply. Consequently, the market price of a CEF need not equal its NAV. When
demand is greater than supply, CEFs may sell at a premium to its NAV. Likewise,
when supply exceeds demand, CEFs may sell at a discount to NAV. This feature
gives investors the potential for additional returns. When the CEF discount
narrows or its premium widens, the price retum of the CEF will be greater than the
NAYV return. This is illustrated in the examples below.

. Exploiting the preminem

The first example is shown by Figure 1 below. It shows the return to an
investor in a situation where the CEF is issued at par during the IPO stage
and subsequently moves fo a consistent premium. This can happen when
the fund manager has a consistently superior track record and investors
are confident that the NAV of the CEF will expand. It shows how CEF
investors can exploit a premium widening,

A UTF investor would buy and sell based on NAV. In Figure 1, a UTF
investor buys at point X or RM1.00 and sells at point Z or RM1.50, giving
him a retum of RMO0.50 (before subtracting loading charges). A CEF
invesior buys at the same point as the UTF investor, ie point X or
RM1.00. Over time, the CEF moves into a premium. The CEF investor
sells at the same time as the UTF investor, which corresponds to point Y
or RM1.90. This gives the CEF investor a total return of RM0.90 (A+B),
which consists of a NAV return of RM0.50 (B) and a premium of RM0.40

(A).
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Figure 1: Exploiting the premium
Price & NAY Selling price of CEF = RM1 90 Price
A =RM040 - M
= —
40
Buying price of CEF -
=RM100 - 4 Selling Price of UTF = RM1.50
1 B=RM0.50
x ___________________________ 1
Buying price of UTF
=RM1 00

A=Premium = RM) .40
B = NAY Return = RMD.50
A + 8 = Total retum for CEF = RM0.90

Time

{Source: CDSB)

Benefiting from the discount

Figure 2 shows the second example where a CEF moves from a discount
to a premium. Assume that an investor buys a CEF at point X or at
RMO.80, when the CEF is trading at a 20% discount to NAV. Over time,
the discount evaporates and turns into a premium, The CEF investor
decides to sell the CEF at point Z or at a price of RM1.50.

The CEF investor’s total returns are made up of 3 parts : (i) The
narrowing of the discount — Part (A) = RMO0.20, (ii} The return on NAV,
Part (B) = RM0.20, and (iii) The RM0.30 premium, Part (C). Had the
investor invested in a UTF at the same time as he bought the CEF, he
would have bought at point Y or at RM1.00. If he sells his UTF at the
same time as he sold the CEF, he would have done so at point W or
RM1.20. His gross returns from the UTF would only be RM0.20 (before
subtracting any loading) or Part B. Obviously, this is much less than the
returns of the CEF investor.

Figure 2: Exploiting the discount 1

Selling price of
CEF = Ri1.50

Price & NAY

L
Buying price of UTF = : M. BEL-— -
Rwt1.00
i T- 44— 3elling price
YV o ™ _]' RM0.20 of UTF =
P ! RM1.20
NA\L_ — [l
- ; Ax T RMD 20

Price/ X
Buying price of CEF =
RMO.80

A = Narrowing of discount = RMG.20

B = NAY returm = RM0.20

C = Premium = RMD.30

A+ B+ C = Total return for CEF= RMO 70

(Source: CDSB)

Tirne
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The third simple example is captured by Figure 3. It illustrates the return
to an investor In a situation where the discount of a CEF narrows but does
not move Into a premium. Again, assume that an investor buys a CEF at
point X or RM0.50, when the CEF is trading at a 50% discount to NAV,
Over time, the discount narrows but does not disappear. At point Z or
RM1.40, the investor decides to sell the CEF, which is then trading at a
smaller discount.

The total return to the CEF investor is Parts B + (A — C). Part B + Part C
represent the NAV return of RMO0.50 (RM0.40 + RMJ.10). Part A
represents the initial discount of RM(.50. However, as the CEF is still
trading at a RM0.10 discount at point Z, Part C is deducted from Part A
(RMO0.50-RM0.10). So the total return to the CEF investor is Part A + Part
B or RM0.50 + RM0.40 = RM0.90.

Had the investor invested in a UTF instead, buying at point Y and selling
at point W, he would have made a gross return of Parts B+C, which is the
NAYV return of RMO0.50 (before subiracting loading). In Malaysia, the
front-end or back-end loadings can range from 2% to 7% of NAV. The
load is added to the NAV of the shares when calculating the offer and
redemption price. Consequently, the net returns to a UTF investor would
be Parts B + C less the front-end and/or back-end load.

It is important to note that in a situation where the discount is narrowing,
Part C can never be greater than Part A. From this, we can deduce a very
important point. Parts A+B will always be greater than Parts B+C. So,
when the discount narrows or when the premium widens, the returns from
investing in a CEF will always be greater than the returns from investing
in a UTF.

Figure 3: Exploiting the discount 2

Price & NAY Seli w6 of UTF - -
eliing price o
=M1 50 %
~ G = REM0.10
Buying price of UTF = -~ :
RM1.00 Z #—Selling price of
CEF = RM1.40
B FRMD.40
1
-~ - A Jl RM0 50
NAY .
- 1
-~ |
Price ¥ A= Narrowing of discount = RM0.50
T B + C = NAV return = RM0.50
Buying price of CEF = C = Discount = RM0.10
RMO.50 A + B = Total return for CEF = RM0.90
Time

(Source: CDSEB}
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6.4 PERFORMANCE OF CLOSED-END FUNDS

Various share market indices are commonly used as benchmarks to assess the performance
of CEFs. There are two (2) distinct but related measures to evaluate the performance of a

CEF.

(i) An assessment based on the return on NAV; and
(ii) An assessment based on the return on market value.

The former measures the performance of the fund manager while the latter measures the

actual investment returns (price performance) of the CEF.

on market value)

Table 1: Comparison between Investment Trusts / CEFs and unit trusts (based

Category: Far East ex-Japan - Top 3 Investment Trusts / CEFs and unit trusts

as at 7 March 2005
Fund type Fund name S-vear %

Investment Trust/ | Aberdeen New Thai +171.1

CEF Scottish Orient Small +160.2
Aberdeen Asian Smaller Companies +113.0
Average (out of 21 funds) +34.5

Unit Trust Lincoln Far East +72.1
Baring Korea +58.0
First State Asia Pacific A +54.2
Average (out of 57 funds) +2.9

(Source: TrustNet Limited')
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Table 1 shows the top 3 performing UK investment trusts / CEFs and unit trusts within the
Far East ex-Japan category, ranked by their 5-year market value return. It clearly shows that
investment trusts / CEFs have outperformed their unit trust counterparts. Looking at returns
over 5 years, the average cumulative return of investment trusts / CEFs of 34.5% is about 12
times higher than the average 2.9% return of unit trusts.

Table 2: Performance comparison between investment trusts / CEFs and unit
trusts (based on NAV)
Category: Far East ex-Japan -Top 3 investment trusts / CEFs and unit trusts as
at 7 March 2005
Fund type Fund name S-vear %
Aberdeen New Thai +142.9
Scottish Orient Small +95.2
[“"es“’(‘g]‘fm“ /| Aberdeen Asian Smaller Companies +68.9
Average (out of 21 funds) +13.7
Lincoln Far East +72.1
Baring Korea +58.0
Unit Trust First State Asia Pacific A +54.2
Average (out of 57 funds) +2.5
(Source: TrustNet Limited ')

Table 2 further reaffirms the superior performance of investment trusts / CEFs over their
unit trusts peers, this time on the basis of NAV return. It shows the top 3 performing UK
CEFs and unit trusts within the Far East Ex-Japan category, ranked by their 5-year NAV
return. Again, CEFs performed better than unit trusts,

This is without taking into account the additional returns available to CEF investors due to
the existence of discounts and premiums. As shown in Table 1 and Table 2, CEFs made a
13.7% NAV return on average, while the average market value return was 34.5%. This
implies that CEF investors achieved approximately 20.8 percentage points more return
simply from narrowing discounts or widening premiums.
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A similar story is told when the performance of CEFs is compared with other asset classes
such as life insurance and pensions in the UK, as shown in Table 3 and Figure 4 below.

Table 3: 5-Year Investment performance of various fund classes

Life Pensions Unit trusts Investment
insurance trusts /
CEFs
All funds 16.0% 19.6% 22.5% 49.2%
Global equities 6.3% 7.9% 8.3% 34.4%
UK All Companies 6.1% 6.0% 14.8% 41.6%
UK Smaller Companies 37.5% 45.3% 65.4% 56.9%
Emerging Markets 58.1% 571.7% 59.1% 72.3%

{Source: 'Closed-ended funds: the weapon of choice for sophisticated investors’, International Investment,
January 2004, p22)

°. Return Figure 4: Five-Year Investment Performance

All funds Glabal Equities UK All UK Smaller Emerging
Companies Companies Markets

‘BLife Insurance BPensions 8 Unit trusts O Investment frusts / CEF J

(Source: Based on ‘Closed-ended funds: the weapon af choice for sophisticated investors', International
Trvestment, January 2004, p22}

PAST PERFORMANCE OF THE FUND MANAGER IS NOT AN INDICATION OF
FUTURE PERFORMANCE.
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6.5

6.6

PLAYERS, COMPETITION AND SUBSTITUTE PRODUCTS/SERVICES

In Malaysia, listed CEFs were introduced in 1997 with the launch of AMFB. AMFB has a
life span of ten (10) years and will mature in 2007, after which shareholders will decide
whether to continue or wind-up the fund. AMFB was launched when the market was at its
peak. AMFB remains the only CEF listed on Bursa Securities to date.

While there is only one CEF listed on Bursa Securities, the presence of CEFs in the major
markets of New York, London, Shanghai and Shenzhen are sizable as shown in Table 4.

Table 4: CEFs on stock exchanges
Exchange New York London Shanghai Shenzhen Bursa
Stock Stock Stock Stock Securities
Exchange Exchange Exchange Exchange
(asat31Jan | {asat31Jan | (asat31Jan | (esat3lJan | {asat31 fan
2005) 2005) 2005) 2005) 2005}
No. of 658 334 25 30 I
CEFs
Total 2,773 1,299 842 544 974
listings
% of 23.7% 25.7% 3.0% 5.5% 0.1%
listings
{Source: Based on information extracted from New York Stock Exchange, London Stock Exchange,
Bursa Securities, www.pSw.net, Association of fnvestment Trust Companies, Closed-end Fund Center)

Taking into consideration that there is only one listed CEF on Bursa Securities, the
competition within the listed CEF indusiry in Malaysia is minimal. As such, icapital.biz
faces competition from various other such investment funds, which inciudes amongst
others, funds managed by provident and pension funds, unit trusts, asset management
companies and insurance companies.

LAWS AND REGULATIONS

A CEF is governed by the SC Guidelines-CEF and the Listing Requirements. A CEF shall
also comply with the Securities Commission Act 1993, SIA, Act, and relevant circulars and
directives issued by the SC to CEFs. In addition, 2 CEF shall comply with all applicable
exchange control laws, regulations and notices at all times,
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6.7

MANAGING DISCOUNTS

A CEF and/or its shareholders have the power to take action to narrow or eliminate the
discount. Some of the options that may be available include share repurchase, open-ending,
takeover, liquidation, managed distribution policy and shareholder activism.

@

(i)

Shareholder Activism

CEFs are structured as public limited companies whereby there is no controlling
shareholder, In Malaysia, the SC Guidelines - CEF stipulate that no shareholder
can hold more than 20% of the total capital of the CEF. Therefore, shareholders
have the power to pressure management to do something positive to narrow the
discount. Active shareholders may attempt to realise the full value of the CEF by
proposing a share repurchase, conversion to an open-end structure®, takeover or
liguidation. This is clearly illustrated in the case of Asia Tigers Fund Inc as
explained below.

Figure 5: Asia Tigers Fund, Inc

{Source: www. ETFconnect.com}

Asia Tigers Fund {ATF) is a non-diversified CEF that secks long-term capital
appreciation by investing primarily in Asian equity securities, ATF has been wading on
New York Stock Exchange since 19 November 1993, In Jamuary 2000, Harvard
University bought 2.28 million ATF shares or 11% capital in ATF. At that time, ATF was
trading at a 25% discount. By December 2002, Harvard University ¢wned 3 million
shares, or almost 23% of ATF's voting stock. Harvard University and other sharcholders
pressured ATF $0 convert to an interval fund, which is a CEF that offers to repurchase
shares periodically to reduce the discount. By November 2003, the discount narrowed to
7% and Harvard University sold its ATF stake. Between January 2000 to November
2003, ATF's share price and NAV grew 45% and 27% respectively, as shown in Figure
5.

(Sources: US4 Today, Article entitied "Sgueezing the Discount Out of Closed-End Fund’, 26 March
2004, John Waggoner)

Share Repurchase

CEFs may offer to repurchase shares in order to narrow the discount. Share
repurchases give investors the impression that fund managers are trying to reduce
the discount, which helps to boost demand. Furthermore, when the CEF buys back
shares at a discount to NAV, the NAV per share for the remaining shareholders
increases if the shares bought back were cancelled. Share repurchase exercises are
subjected to relevant laws and guidelines on share repurchase / share buyback.

7 Although open ending of a CEF is an option zvailable in foreign markets, there is no precedent of such open ending in Malaysia and is
subjected to the SC's approval.
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(i)

()

Open-Ending’

CEFs could choose to convert to an open-end siructure like that of unit trusts. Once
a CEF open-ends, investors can sell their shares in the fund back to the fund
manager, who redeems them at NAV. If the CEF does not have enough cash to
meet redemptions, the fund manager can sell the assets from the portfolio to raise
cash. A CEF's discount narrows considerably after an open-ending announcement
is made as can be seen in Table 5.

Table 5: Narrowing of discount upon open-ending
Discount Biscount Change
CEF {before (after
announcement) | announcement)

Alliance Global 19.18% 4.95% 74.18%

Environment

GT Global Developing 14.68% 8.44% 42.52%

Markets

New Age Media 19.09% 7.7% 59.64%

Oppenheimer World Bond 9.28% 4.24% 54.20%

Pilgrim America Bank & 11.65% 6.78% 41.84%

Thrift

Quest for Value Dual 5.41% 4.75% 12.34%

Purpose Fund

Schroder Asian Growth 13.60% 10.20% 25.01%

Worldwide Value Fund 13.59% 5.34% 60.69%
{Source: Closed-End Fund Centre, Wiesenberger Study of Closed-Fnd Fund that Open End, 21
September 1998)

Takeover

A CFF that trades at a discount or has an attractive portfolio may be a target for a
takeover as it represents an opportunity to buy assets on the cheap. Since a CEF
has no controlling shareholder, an unfriendly party may attempt a hostile takeover
by buying a large block of shares. In Malaysia, the maximum number of shares an
investor can hold in a CEF is capped at 20%. While this may make hostile takeover
attempts more difficult, however, since no single party can have voting control, it
is relatively easier for shareholders to exert influence over the direction and affairs
of the CEF. Shareholders may attempt a takeover to replace existing management
or change existing investment policy.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK

* Although open ending of a CEF is an option available in foreign markets, there is no precedent of such open ending in Malaysia and is

subjected to the 83C’s approval.
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v)

i)

Liquidation

Alternatively, shareholders of a CEF may opt for liquidation, which essentially
terminates the CEF. As the CEF approaches the liquidation date, the discount
narrows. At the close of business, all assets are liquidated and shareholders are
returned an amount equal to the NAV per share.

Table 6: France Growth Fund Inc liquidation

Daie Price (USD) NAV (USD) Discount
25 March 2004 7.40 8.45 12.43%
8 April 2004 8.31 8.81 5.68%
14 May 2004 7.53 8.28 4.23%
4 June 2004 8.43 8.61 2.09%

Table 6 shows the series of events from the announcement of liquidation to the
actual liquidation of France Growth Fund, Inc (FGF). On 6 April 2004, FGF
announced that it would call a special meeting of shareholders to vote on its
liguidation. Following the announcement, the discount narrowed to 5.68% as at §
April 2004, from the 12.43% discount recorded on 25 March 2004, On 27 May
2004, FGF's shareholders voted and approved the liquidation. By 4 June 2004,
the discount narrowed to 2.09%. 18 June 2004 marked the last trading day of
FGF shares. And on 21 June 2004, FGF reported liquidating distributions at
USDS.42 per share, which was the NAV per share at the clos¢ of business.

{Source: www francegrowthfund.com)

Managed Distribution Policy

Angther method used to stimulate interest in CEFs is via a managed distribution
policy. CEFs are introducing or increasing the frequency of dividend payments to
shareholders in order to avoid shares from trading -at a discount. Generally,
dividends are in the form of regular fixed payments or payments based on a
percentage of NAY, When CEFs are trading at a discount, these dividend payments
offer investors an opportunity for higher dividend yields. For example, investors
may pay only RMO0.80 for shares in a CEF trading at a 20% discount, but collect
dividends from a portfolio worth RM1.00, thus allowing them higher dividend
yields. Nevertheless, such consistent cash outflows could compromise the
performance of CEFs, especially in periods of underperformance. During bad
times, CEFs may not be able 1o cover the distributions from other revenue streams,
which could lead to a scenario involving a return of capital.

DEMAND AND SUPPLY CONDITIONS

The demand for a CEF depends on the ability of its fund manager to continuously petform
and deliver results. The performance of a CEF depends on the appreciation in values of the
underlying assets. As such, a value investing philosophy and prudent investment selections
will assist a CEF to continuonsly deliver results. In addition, a CEF may atiempt to increase
the demand for its shares by offering dividends, engaging in tender offers (where the CEF
offers to purchase its shares directly from shareholders at NAV), or instituting a share
repurchase program (where the CEF buys its shares in the open market).
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