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OUR VISION
TO BE A LEADING GLOBAL SYSTEMS INTEGRATOR PROVIDING
COST-EFFECTIVE TOTAL INTEGRATION SOLUTIONS TO THE
SATISFACTION OF OUR CUSTOMERS
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Corporate Profile
CSE Systems & Engineering Limited (CSE) is a public company specialising in systems
integration and engineering solutions. Its 320 staff provide Information Technology (IT) and
Industrial Automation (IA) solutions to clients globally in the energy (Oil & Gas/Power),
chemical/petrochemical, hi-tech electronics, transportation, telecommunications and public
sectors.

CSE offers its customers a total turnkey capability through three business units, namely:
• Industrial Business Unit
• IT Consulting Business Unit
• eConsulting Business Unit

The company has been ISO 9001-certified by the Singapore Productivity & Standards Board
and the National Computer Board since 1998.

In about sixteen years, CSE has risen from being the engineering projects division of an
electronics company to becoming a public-listed, internationally recognised systems integration
and engineering company.
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Overview  During the first half of 1999, many Asian countries were still experiencing
the effects of the severe recession which hit the region in 1997.  This had a
negative impact on our export business.  At the same time, our key markets in
the upstream oil and gas, and the semiconductor sectors were affected by the all-
time low crude oil price in the fourth quarter 1998 to first quarter 1999 and weak
worldwide semiconductor sales respectively.  Despite the negative environment,
our efforts over the past years in the restructuring and rationalization of our
business towards higher value-added services paid off. We are pleased to report
that 1999 was a successful year for CSE.  We reported good financial growth,
expanded alliances and partnerships, broadened our service offering and won
many significant new projects.

Financial Highlights  In the fiscal year ended December 31, 1999, CSE revenue
increased by 19% to $55.9 million, compared with $47 million for 1998.  Profits
after tax rose 30% over the same period to $7.8 million (1998: $6 million).

In tandem with increased productivity and profitability, our Economic Value Added
(EVA) increased to a positive $5 million against $4.6 million in 1998.  Profit
margin increased to 14% against 13% in 1998, and profit after tax per employee
increased to $35,000 against $34,000 in 1998.

Operations

Industrial Business Unit  The revenue of the Industrial Business Unit decreased
by about 11% to $13.9 million in 1999 (1998: $15.6 million).  The decline in
revenue was attributed to lower export business due to the regional financial crisis
and low crude oil price which delayed some of the capital spending for the
upstream market.  However, the business unit experienced only a slight decline
in profit before tax of 3% (FY1999: $3.1 million versus FY1998: $3.2 million).
This was due to better gross margins contributed by the downstream market and
outsourcing services.

The business unit also forged strategic alliances with a New Jersey-based company,
LabVantage Solutions, to distribute the Laboratory Information System in South
East Asia. To date we have won six contracts with blue chip customers such as
Shell and Petronas.

On January 18, 2000, CSE announced the acquisition of Houston-based systems
integrator, W-Industries Inc.  We expect this acquisition will position CSE another
step closer to becoming a successful global system integrator servicing the oil and
gas industries with substantial opportunities and returns.

IT Consulting Business Unit  The IT Consulting Business Unit enjoyed good growth
in 1999.  Revenue increased by about 26.3% to $37 million (1998: $29.3 million).
This was contributed by the continued investment by the Singapore Government
in IT infrastructure.  The profit before tax increased to $5.8 million in 1999 versus
about $3.6 million in 1998.  The high profit growth was attributed to higher
value-added services and better gross margins for maintenance services.

The business unit was awarded several major contracts in 1999 including the 5-
year maintenance contract for the Electronic Road Pricing system, the Schools
Networking and Infrastructure project and the ePatents Project for the Intellectual
Property Office of Singapore (IPOS).

eConsulting Business Unit  The revenue for the eConsulting business grew from
$2 million in 1998 to $5 million in 1999.   However, the profit before tax decreased
from $0.6 million to $0.5 million.  The decline in profit was due to our planned
strategic investments in beefing up the eConsulting resources and capabilities.

This business unit offers system integration services, while harnessing Internet
technology to provide end-to-end solutions to the electronic, high technology
manufacturing and financial sectors.  It began operations in 1998 focusing on
service offerings that involved the implementation of enterprise resource planning
(ERP) solutions from SAP and PeopleSoft, and Computer Integrated Manufacturing
(CIM) systems for the semiconductor industry.  To exploit the rapid growth
opportunities offered by integrating these services with Web applications to
provide end-to-end e-commerce solutions, we restructured this business unit in
the second half of 1999.

Several initiatives were undertaken to strengthen our core competencies and
product offering, and to develop our eConsulting business.  These efforts included
the acquisition of 30% of Solutions Exchange Inc. in the Philippines and a 55%
stake in Digital Nervous System Sdn. Bhd. in Malaysia.

2000 Outlook  The overall economic outlook for 2000 is promising.  We
experienced good regional recovery, high crude oil prices and an upturn in the
semiconductor industry in the second half of 1999. These factors present a
favorable business environment for CSE.  At the same time, we expect to reap
benefits from our acquisition efforts over the past two years.  Barring any unforeseen
circumstances, we expect significantly improved results for 2000 from our various
core businesses.

In conclusion, on behalf of our board and management team, we wish to express
our heartfelt thanks and appreciation to our shareholders, as well as business
associates for their continuing support and confidence.

But most of all, we wish to thank our employees (and their families) for being part
of us, and for their unstinting faith and dedication in building a  "Build to Last"
organization.
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