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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

DI RECTORS’ REPORT FOR THE FI N®MCI AL YEAR

DI RECTORS’ REPORT

The directors hereby submit their report together with the audited financial statements of the
Group and of the Company for the financial year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The principal activities of the Company are providing information and communication
technology (ICT) security solutions. The principal activities of the subsidiary companies are
described in Note 11 to the financial statements. There have been no significant changes in the
nature of these activities during the financial year.

RESULTS
Group Company
RM RM
Loss for the financial year (4,174,621) (5,088,899)
Attributable to:
Equity holders of the Company (4,174,621) (5,088,899)

DIVIDENDS

There were no dividends paid and proposed since the end of previous financial year.

RESERVES AND PROVISION

All material transfers to or from reserves and provisions during the financial year are shown in
the financial statements.

ISSUE OF SHARES AND DEBENTURES

There were no shares or debentures issued during the financial year.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

DI RECTORS’ REPORT FOR THE FI N®0CI AL YEAR ENDED

DIRECTORS

The names of the directors of the Company in office since the date of the last report and at the
date of this report are:

Tan Sri Datuk Dr. Ahmad Zaharudin bin Idrus (Appointed on 4 February 2009)
t NEFP 51 02Q 5NP b2NDBA] . |

Shaharil bin Abdul Malek

51 442Q bl aANAR O6AY bl a&Ndzy

Francis Collin Lazaroo (Appointed on 29 April 2009)
Andrew Su Meng Kit (Appointed on 26 November 2009)
Muhammad Azraini bin Abdul Hamid (Appointed on 29 April 2009)
(Alternate Director to Francis Collin Lazaroo)

[ G DSy 6woO wlkal 5F0d2Q ! (Resignedon 29 June 2009)

DI RECTORS’ I NTEREST

Ly | O02NRIYyOS gAGK ! NIAOES yy t2NB TS5 I/ R22vQJI 5 RID
Bashah bin Idris and Shaharil bin Abdul Malek retire at the forthcoming Annual General Meeting
and being eligible, offer themselves for re-election.

t dzNRdzl yad (G2 ' NIAOES ywm 27F nfdew Su Reng Bit yedre@at ! NI A Of
the forthcoming Annual General Meeting and being eligible, offer himself for re-election.

' O0O2NRAY3I (2 GKS wS3Aa hSodefRidl intérestd\abthbie dvibdBvéde { K I NI K
directors at the end of financial year in the shares of the Company were as follows:

Number of ordinary shares of RM0.10 each

Balance as at Balance as at
1.1.2009 Bought Sold 31.12.2009
Direct Interest
t NPT 51 32Q 5N t 22959400 - - 22,959,400
bin Idris
Shaharil bin Abdul Malek 2,516,910 - - 2,516,910

No other directors at the end of the financial year held interest in shares of the Company and its
related corporations during the financial year.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

DI RECTORS’ REPORT FOR THE FI N®0CI AL YEAR ENDED

DIRECTORS' BENEFITS

During and at the end of the financial year, no arrangements subsisted to which the Company is
a party, with the object or objects of enabling directors of the Company to acquire benefits by
means of the acquisition of shares in or debentures of the Company or any other body
corporate.

Since the end of the previous financial year, no director has received or become entitled to
receive a benefit (other than as disclosed in Note 29 to the financial statements) by reason of a
contract made by the Company or a related corporation with the director is a member, or with a
company in which the director has a substantial financial interest.

OTHER STATUTORY INFORMATION

Before the income statements and the balance sheets of the Group and of the Company were
made out, the directors took reasonable steps:

i) to ascertain that proper action had been taken in relation to the writing off of bad debts
and the making of provision for doubtful debts and satisfied themselves that all known
bad debts had been written off and that adequate provision had been made for doubtful
debts; and

ii) to ensure that any current assets which were unlikely to realise their value as shown in
the accounting records in the ordinary course of business had been written down to an
amount which they might be expected so to realise.

At the date of this report, the directors of the Group and of the Company are not aware of any
circumstances which would render:

i) the amount written off for bad debts, or the amount of the provision for doubtful debts,
in the financial statements of the Group and of the Company inadequate to any
substantial extent; or

ii) the value attributed to the current assets of the Group and of the Company misleading;

At the date of this report, the directors are not aware of any circumstances which have arisen
which would render adherence to the existing method of valuation of assets or liabilities of the
Company misleading or inappropriate.

At the date of this report, the directors are not aware of any circumstances not otherwise dealt
with in this report or financial statements of the Group and of the Company which would render
any amount stated in the financial statement misleading.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

DI RECTORS’ REPORT FOR THE FI N®0CI AL YEAR ENDED

As at the date of this report, there does not exist:

(i) any charge on the assets of the Group and of the Company that has arisen since the end
of the financial year which secures the liabilities of any other person; or

(ii) any contingent liability in respect of the Group and of the Company that has arisen since
the end of the financial year.

In the opinion of the directors:

(i) no contingent liability or other liability of the Group and of the Company has become
enforceable, or is likely to become enforceable within the period of twelve months after
the end of the financial year which, in the opinion of the directors, will or may
substantially affect the ability of the Group and of the Company to meet its obligations
as and when they fall due; and

(ii) no item, transaction or event of a material and unusual nature has arisen in the interval
between the end of the financial year and the date of this report which is likely to affect
substantially the results of the operations of the Group and the Company for the
financial year in which this report is made.

In the opinion of the directors:

(i) the results of the operations of the Group and of the Company for the financial year
ended 31 December 2009 have not been substantially affected by any item, transaction
or event of a material and unusual nature nor has any such item, transaction or event
occurred in the interval between the end of the financial year and the date of this
report, and

(i) the financial statements set out on pages 9 to 48, are drawn up in accordance with the
provisions of the Companies Act, 1965 and Financial Reporting Standards in Malaysia so
as to give a true and fair view of the state of affairs of the Group and of the Company as
at 31 December 2009 and of the results, the changes in equity and the cash flows of the
Group and of the Company for the financial year ended on that date.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

DI RECTORS’ REPORT FOR THE FI N®0CI AL YEAR ENDED

AUDITORS

The auditors, Messrs. Khairuddin, Hasyudeen & Razi, have indicated that they do not wish to
seek reappointment.

Signed on behalf of the Board in accordance with a resolution of the directors, dated

PROF.DAT O’ DR. NORBI K BASHAH BI N | DRI S
Director

SHAHARIL BIN ABDUL MALEK
Director

Kuala Lumpur
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

STATEMENT BY DIRECTORS
PURSUANT TO SECTION 169 (15) OF THE COMPANIES ACT, 1965

WeP ROF. DATO’ DR. N O R&d SKAHBRA BINI ABBIUL BALEX, béinD td S
of the directors of SCAN ASSOCIATES BERHAD, do hereby state that, in the opinion of the
directors, the accompanying financial statements set out on pages 9 to 48 are drawn up in
accordance with the provisions of the Companies Act, 1965 and applicable approved accounting
standards in Malaysia so as to give a true and fair view of the state of affairs of the Group and of
the Company as at 31 December 2009 and of the results, the changes in equity and the cash
flows of the Group and of the Company for the financial year ended on that date.

Signed on behalf of the Board in accordance with a resolution of the directors dated

PROF.D AT O’ NORBK BASHAH BIN IDRIS SHAHARIL BIN ABDUL MALEK
Director Director

STATUTORY DECLARATION
PURSUANT TO SECTION 169 (16) OF THE COMPANIES ACT, 1965

LPROF. DATO’ DR. N O R Belingthe BirkSokphirkaril\BréspdnsibleFdR theéS
financial management of SCAN ASSOCIATES BERHAD, do solemnly and sincerely declare that to
the best of my knowledge and belief, the accompanying financial statements set out on pages 9
to 46 are correct and | make this solemn declaration conscientiously believing the same to be
true and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by )

PROF. D ANORBIK BASHRH BIN IDRIS )

at Kuala Lumpur in the )
Federal Territory on )

PROF.DAT O’ DR. NORBI K BASHAF
Before me,

Commissioner of Oath
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Company No: 525669-P

INDEPENDENT AUDITORS’' REPORT
TO THE MEMBERS OF SCAN ASSOCIATES BERHAD

Report on the Financial Statements

We have audited the financial statements of SCAN ASSOCIATES BERHAD, which
comprise the balance sheets as at 31 December 2009 of the Group and of the
Company, and the income statements, statements of changes in equity and cash
flow statements of the Group and of the Company for the year then ended, and a
summary of significant accounting policies and other explanatory notes, as set out
on pages 9 to 48.

SANBOG2NEQ wSalLlRyairoAftAde F2NI G§KS CAYIl y(

The directors of the Company are responsible for the preparation and fair
presentation of these financial statements in accordance with Financial Reporting
Standards and the Companies Act 1965 in Malaysia. This responsibility includes:
designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumstances.

l dZRAG2NEQ wSalLlRyaArAoAfAde

Our responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with approved standards on
auditing in Malaysia. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in the financial statements. The procedures selected

depend on our judgment, including the assessment of risks of material
misstatement of the financial statements, whether due to fraud or error. In making
GK2aS NRaj FaaSaayvySyidaz 6S O2yaAiRSNI Ayl
preparation and fair presentation of the financial statements in order to design

audit procedures that are appropriate in the circumstances, but not for the purpose

2F SELINBaaAy3d +y 2LAYAR2Y 2y GKS STFFSOGA
audit also includes evaluating the appropriateness of accounting policies used and

the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements have been properly drawn up in accordance
with Financial Reporting Standards and the Companies Act 1965 in Malaysia so as to
give a true and fair view of the financial position of the Group and of the Company
as of 31 December 2009 and of their financial performance and cash flows for the
year then ended.
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Company No: 525669-P

REPORT OF THE AUDITORS
TO THE MEMBERS OF SCAN ASSOCIATES BERHAD

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act 1965 in Malaysia, we
also report the following:

(a) In our opinion, the accounting and other records and the registers required
by the Act to be kept by the Company and its subsidiaries of which we have
acted as auditors have been properly kept in accordance with the provisions
of the Act.

(b) 2 § KI &8 éZVéAIfléNSIV? iKS I-C)C)Zdz;/ﬁé I-)/ﬁ
subsidiaries of which we have not acted as auditors, which are indicated in
Note 11 to the financial statements.

(c) We are satisfied that the accounts of the subsidiaries that have been
coy 82t ARFGSR gAGK GKS /2YLIyeQa TFAY!l
content appropriate and proper for the purposes of the preparation of the
financial statements of the Group and we have received satisfactory
information and explanations required by us for those purposes.

(d) The audit reports on the accounts of the subsidiaries did not contain any
gualification or any adverse comment made under Section 174(3) of the
Act.

Other Matters

This report is made solely to the members of the Company, as a body, in accordance
with Section 174 of the Companies Act 1965 in Malaysia and for no other purpose.
We do not assume responsibility to any other person for the content of this report.

KHAIRUDDIN HASYUDEEN & RAZI Ahmad Shahrul Hj Mohamed
AF 1161 2138/04/11 (J)
Chartered Accountants Partner of the Firm

Kuala Lumpur
Dated: 28 April 2010
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2009

FINANCED BY:
SHAREHOLDERS' EQUITY
Share capital

Share premium

Foreign exchange reserves

Accumulated losses

LONG TERM LIABILITY
Borrowings

NON-CURRENT ASSETS

Property, plant and equipment
Development expenditure

Fixed deposits with licensed banks
Other assets

Total non-current assets

CURRENT ASSETS

Trade receivables
Work-in-progress

Other receivables

Fixed deposits with licensed banks
Cash and bank balances

Total current assets

CURRENT LIABILITIES
Trade payables

Other payables

Amount due to directors
Borrowings

Tax payable

Total current liabilities

NET CURRENT ASSETS

NET ASSETS PER SHARE

The accompanying notes form an integral part of the financial statements.

NOTE

10
12

13

14
12
12

16
17

2009 2008

RM RM
20,000,000 20,000,000
18,159,512 18,159,512

(235,534) (301,531)
(16,006,242) (11,831,621)

21,917,736 26,026,360
190,418 320,880
22,108,154 26,347,240
1,685,279 2,560,011
8,503,474 6,221,555
1,789,693 2,810,867
- 133,822
11,978,446 11,726,255
4,598,897 3,714,320
72,030 340,254
3,035,672 3,266,091
512,962 10,256,530
5,360,478 1,098,470
13,580,039 18,675,665
143,689 1,417,977
2,351,560 1,655,013
- 8,006
713,556 914,880
241,526 58,804
3,450,331 4,054,680
10,129,708 14,620,985
22,108,154 26,347,240
0.11 0.13
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

CONSOLIDATED INCOME STATEMENT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

NOTE
Revenue 18
Cost of sales 19
Gross profit
Other income 20
Administrative expenses
Other operating expenses 21
Loss from operations
Finance costs 22
Loss before taxation 23
Taxation 24
Loss for the financial year
Attributable to:
Equity holders of the Company
Minority interest
Loss per share attributable to equity
holders of the Company (sen):
Basic, for loss for the financial year 25

2009 2008

RM RM
28,917,281 15,116,795
(18,106,276) (11,747,270)
10,811,005 3,369,525
1,435,321 702,410
(14,225,557) (11,106,558)
(1,699,728) (4,331,663)
(3,678,959) (11,366,286)
(159,550) (134,851)
(3,838,509) (11,501,137)
(336,112) (9,559)
(4,174,621) (11,510,696)
(4,174,621) (11,510,696)
(4,174,621) (11,510,696)
(2.09) (5.76)

The accompanying notes form an integral part of the financial statements.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Balance as at 1 January 2008
Foreign currency translation

Loss for the financial year

Balance as at 31 December 2008
Foreign currency translation

Loss for the financial year

Balance as at 31 December 2009

Non-Distributable Distributable
Share Share Foreign exchange  Accumulated Total
capital premium reserve losses equity
RM RM RM RM RM

20,000,000 18,159,512 74,409 (320,925) 37,912,996
- - (375,940) - (375,940)
- - - (11,510,696) (11,510,696)
20,000,000 18,159,512 (301,531) (11,831,621) 26,026,360
- - 65,997 - 65,997
- - - (4,174,621) (4,174,621)
20,000,000 18,159,512 (235,534) (16,006,242) 21,917,736

The accompanying notes form an integral part of the financial statements.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

CONSOLIDATED CASH FLOW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers
Cash payments to suppliers

Cash payments to employees and for administrative expenses

Cash used in operations

Tax paid
Interest received
Interest paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (Note 9)
Additions of development expenditure

Proceeds from disposal of property, plant and equipment
Proceeds from insurance claims

Repayment to directors

Uplift of fixed deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment to hire purchase liabilities
Drawdown of term loan
Repayment of term loans

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents brought forward

Cash and cash equivalents carried forward (Note 12)

2009 2008
RM RM
27,581,175 19,663,610
(14,731,139) (2,887,736)
(16,211,456) (17,929,658)
(3,361,420) (1,153,784)
(146,382) -
183,170 318,476
(153,392) (185,369)
(3,478,024) (1,020,677)
(318,962) (850,434)
(2,374,112) (2,337,434)
- 6,949
3,954 -
- (107,832)
1,021,174 2,705,889
(1,667,946) (582,862)
(131,694) (157,924)
2,400,000 -
(2,603,896) (1,731,468)
(335,590) (1,889,392)
(5,481,560) (3,492,931)
11,355,000 14,847,931
5,873,440 11,355,000
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

BALANCE SHEET AS AT 31 DECEMBER 2009

FINANCED BY:
SHAREHOLDERS' EQUITY
Share capital

Share premium

Accumulated losses

LONG TERM LIABILITY
Borrowings

NON-CURRENT ASSETS

Property, plant and equipment
Development expenditure
Investment in subsidiaries

Fixed deposits with licensed banks

Total non-current assets

CURRENT ASSETS

Trade receivables
Work-in-progress

Other receivables

Amount due from subsidiaries
Fixed deposits with licensed banks
Cash and bank balances

Total current assets

CURRENT LIABILITIES
Trade payables

Other payables

Amount due to directors
Borrowings

Tax payable

Total current liabilities

NET CURRENT ASSETS

NOTE 2009 2008
RM RM

7 20,000,000 20,000,000
18,159,512 18,159,512
(14,969,793) (9,880,894)
23,189,719 28,278,618
8 189,366 320,880
23,379,085 28,599,498
9 1,651,310 2,520,843
10 8,034,774 5,676,354
11 376,202 376,202
12 1,398,735 2,732,917
11,461,021 11,306,316
13 3,256,580 2,709,526
72,030 340,254
14 2,459,511 2,288,753
15 4,361,532 3,778,394
12 512,962 10,256,531
12 4,322,804 1,095,727
14,985,419 20,469,185
143,689 854,397
16 2,212,682 1,559,982
17 - 8,006
8 710,984 694,814
- 58,804
3,067,355 3,176,003
11,918,064 17,293,182
23,379,085 28,599,498

The accompanying notes form an integral part of the financial statements.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD

(Incorporated in Malaysia)

INCOME STATEMENT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Revenue

Cost of sales

Gross profit

Other income
Administrative expenses
Other operating expenses
Loss from operations
Finance costs

Loss before taxation
Taxation

Loss for the financial year

NOTE

18

19

20

21

22

23

24

2009 2008
RM RM
15,435,779 13,832,370
(7,352,189) (10,781,584)
8,083,590 3,050,786
1,276,855 419,497
(12,687,813) (9,844,559)
(1,699,728) (4,331,663)
(5,027,096) (10,705,939)
(120,607) (45,010)
(5,147,703) (10,750,949)
58,804 -
(5,088,899) (10,750,949)

The accompanying notes form an integral part of the financial statements.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

STATEMENT OF CHANGES IN EQUITY FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Non-Distributable Distributable

Share Share Retained earnings/
capital premium (Accumulated losses) Total
RM RM RM RM

Balance as at 1 January 2008 20,000,000 18,159,512 870,055 39,029,567
Loss for the financial year - - (10,750,949) (10,750,949)
Balance as at 31 December 2008 20,000,000 18,159,512 (9,880,894) 28,278,618
Loss for the financial year - - (5,088,899) (5,088,899)
Balance as at 31 December 2009 20,000,000 18,159,512 (14,969,793) 23,189,719

The accompanying notes form an integral part of the financial statements.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

CASH FLOW STATEMENT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers
Cash payments to suppliers

Cash payments to employees and for administrative expenses

Cash used in operations

Interest received
Interest paid

Net cash (used in)/generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (Note 9)
Additions of development expenditure

Proceeds from disposal of property, plant and equipment
Proceeds from insurance claims

Payment to directors

Uplift of fixed deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment to hire purchase liabilities
Drawdown of term loan

Repayment of term loans

Advances to subsidiary companies

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents brought forward

Cash and cash equivalents carried forward (Note 12)

2009 2008
RM RM
14,303,757 16,796,067
(14,164,158) (2,792,291)
(4,630,316)  (15,606,574)
(4,490,717) (1,602,798)
158,141 301,923
(146,382) (97,393)
(4,478,958) (1,398,268)
(295,070) (690,550)
(2,374,112) (2,337,434)
- 6,949
3,954 -
(8,006) (107,832)
1,334,182 2,783,839
(1,339,052) (345,028)
(131,514) (157,924)
2,400,000 -

(2,383,830) (733,382)
(583,138) (788,466)
(698,482) (1,679,772)
(6,516,492) (3,423,068)
11,352,258 14,775,326
4,835,766 11,352,258
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS —31 DECEMBER 2009

1. CORPORATE INFORMATION

(a) The Company is a public limited liability company, incorporated and domiciled in
Malaysia, and is listed on the ACE Market of Bursa Malaysia Securities Berhad
(Bursa Securities). The registered office of the Company is located at 10" Floor
Menara Hap Seng, No. 1 & 3 Jalan P Ramlee, 50250 Kuala Lumpur.

(b) The principal activities of the Company are providing information and
communication technology (ICT) security solutions. The principal activities of the
subsidiary companies are described in Note 11 to the financial statements.
There have been no significant changes in the nature of these activities during
the financial year.

2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements comply with the provisions of the Companies Act, 1965 and
Financial Reporting Standards in Malaysia.

3. DATE AUTHORISATION OF ISSUE

The financial statements were authorised for issue by the Board of Directors in
accordance with a resolution of the directors on

4. FINANCIAL RISK MANAGEMENT POLICIES

¢ KS DNRdzZLIQa FAYFYOALFfT NRA] YFyF3ISYSyd LRt A
NBaz2daNOSa FNB @FAfFrofS F2NJ 6KS RS@GSt 2LIVYSy
its risks. The Group operates within clearly defined guidelines that are approved by the

2 NR YR (GKS DNRdzLIQa L}RfAOe Aa yz2G G2 Sy3l

The main areas of financial risks faced by the Group and in respect of the major areas of
treasury activity are set out as follows:-

(a) Foreign currency risk

The Group is exposed to foreign currency risk as a result of its normal operating

activities, both external and intra-group where the currency denomination
RAFTFSNBR FTNRY (KS 20!l f OdZNNBy Oez wAy3I3IA
are to minimise the exposure of overseas operating activities to transaction risk

by matching local currency income against local currency costs.
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Company No: 525669-P

SCAN ASSOCIATES BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS —31 DECEMBER 2009

(b)

(d)

(e)

Interest rate risk

¢ KS DNRdzLIQ&d 3JdzZARStEAYS Aa G2 02NNRPS LINAY
retain a proportion of fixed rate debt. The objectives for the mix between fixed

and floating rate borrowings are set to reduce the impact of an upward change

in interest rates while enabling benefits to be enjoyed if interest rates fall.

Credit risk

The credit risk is controlled by the application of credit approvals, limits and
monitoring procedures. An internal credit review is conducted if the credit risk is
material.

Market risk

The Group does not have any quoted investments and hence is not exposed to
market risks.

Liquidity and cash flow risks

The Group seeks to achieve a balance between certainty of funding even in
difficult times for the markets of the Group and a flexible, cost-effective
borrowing structure. This is to ensure that at the minimum, all projected net
borrowings needs are covered by committed facilities. Also, the objective for
debt maturity is to ensure that the amount of debt maturing in any one year is
y20 0S@2yR GKS DNRdzLJQa YSFya G2 NBLI & Iy

5. ADOPTI ON OF NEW AND REVI SED FI NANCI AL REPOR

The following applicable FRSs have been adopted by the Group and the Company
effective for financial period beginning on or after 1 January 2009:

(a)

FRSs and amendment that are mandatory for the financial periods beginning on
or after 1 January 2009:

i) FRS 6: Exploration for and Evaluation of Mineral Resources.
Cw{ ¢ Aa y20 NBftS@gIyd G2 (GdKS DNRdzZLIQa 2

ii) Amendment to FRS 119,404: Employee Benefits - Actuarial Gains and Losses,
Group Plans and Disclosures.
Amendmentto FRS 119,00, A & Y20 NBf SOl yG G2 (GKS DNRd
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NOTES TO THE FINANCIAL STATEMENTS —31 DECEMBER 2009

(b) As of the date of issuing financial statements, the following new/revised FRS and
IC Interpretations have been issued but not yet effective:

FRS 4 Insurance Contracts**

FRS 7 Financial Instruments: Disclosures**

FRS 8 Operating Segments*

FRS 139 Financial Instruments: Recognition and Measurement**
IC Interpretation 9 Reassessment of Embedded Derivatives**

IC Interpretation 10 Interim Financial Report and Impairment**

* Effective for accounting periods beginning on or after 1 July 2009.
**  Effective for accounting periods beginning on or after 1 January 2010.

The Directors anticipate that the adoption of these FRSs and IC Interpretations in
future periods will have no material financial impact on the financial statements
of the Group and of the Company.

6. SIGNIFICANT ACCOUNTING POLICIES
6.1 Basis of preparation

The financial statements of the Group and of the Company comply with the
provisions of the Companies Act, 1965 and Financial Reporting Standards in
Malaysia. The financial statements are prepared under the historical cost
convention, unless otherwise indicated in the other significant accounting
policies. At the beginning of the current financial year, the Group and the
Company adopted new and revised FRSs which are mandatory for financial
periods beginning on or after 1 January 2009 as described fully in Note 5.

6.2 Summary of significant accounting policies
(a) Subsidiaries and Basis of Consolidation
(i) Subsidiaries

Subsidiaries are entities over which the Group has the ability to control
the financial and operating policies so as to obtain benefits from their
activities. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing
whether the Group has such power over another entity.

Ly 0KS / 2YLJ yéeQa aSLI N¥ GS FAYLFYOAL
subsidiaries are stated at cost less impairment losses. On disposal of

such investments, the difference between net disposal proceeds and

their carrying amounts is included in the income statement.
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(b)

(ii)

Basis of consolidation

The consolidated financial statements comprise the financial statements
of the Company and its subsidiaries as at the balance sheet date. The
financial statements of the subsidiaries are prepared for the same
reporting date as the Company.

Subsidiaries are consolidated from the date of acquisition, being the
date on which the Group obtains control, and continue to be
consolidated until the date that such control ceases. In preparing the
consolidated financial statements, intra-group balances, transactions
and unrealised gains or losses are eliminated in full. Uniform accounting
policies are adopted in the consolidated financial statements for like
transactions and events in similar circumstances.

Acquisitions of subsidiaries are accounted for using the purchase
method. The purchase method of accounting involves allocating the
cost of the acquisition to the fair value of the assets acquired and
liabilities and contingent liabilities assumed at the date of acquisition.
The cost of an acquisition is measured as the aggregate of the fair
values, at the date of exchange, of the assets given, liabilities incurred or
assumed, and equity instruments issued, plus any costs directly
attributable to the acquisition.

lye SEOSaa 2F G(KS 024G 2F¥ GKS
net fair value of the identifiable assets, liabilities and contingent
fALOATAGASE NBLINBaASyla J22ReAf
net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition is recognised immediately in the
income statement.

Minority interests represent the portion of profit or loss and net assets
in subsidiaries not held by the Group. ItA & YSI &dzNBR |
AKINE 2F UGUKS TFFIAN @QFfdsS 27
fAFOAfAGASE G GKS | OljdzaaAaida
i KS &dz ARAIFINRSAQ Sljdaide aayo
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Development expenditure

Development expenditure is charged to the income statement in the financial
year in which it is incurred, except in so far as it relates to a clearly defined
project which the benefit there from can be reasonably regarded as assured.
The development expenditure is amortised in the income statement upon
commencement of commercial production over a period of 5 years.
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NOTES TO THE FINANCIAL STATEMENTS —31 DECEMBER 2009

The development expenditure of a project is only recognised as an asset when
all of the following criterias are met:

(i) the product or process is clearly defined and the costs attributable to
the product or process can be separately identified and measured
reliably;

(ii) the technical feasibility of the product or process can be demonstrated;

(iii) the enterprise intends to produce and market, or use, the product or
process;

(iv) the existence of a market for the product or process or, if it is to be used
internally rather than sold, its usefulness to the enterprise, can be
demonstrated; and

(v) adequate resources exist, or their availability can be demonstrated, to
complete the project and market or use the product or process.

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses. The policy for the recognition and measurement of
impairment losses is in accordance with Note 6.2(d).

Research and development equipments in progress are not depreciated. The
residual value and useful lives of property, plant and equipment are reviewed
and adjusted in appropriate at each balance sheet date. Depreciation of other
property, plant and equipment is provided for on a straight line basis to write off
the cost of each asset to its residual value over the estimated useful life at the
following rates:

Computer equipment 331/3%
Computer software 331/3%
Office equipment 20%
Furniture and fittings 20% - 25%
Office renovation 20%
Development assets 331/3%
Air-conditioner 20%
Motor vehicles 20%
Security operation centre 20%

Upon the disposal of an item of property, plant and equipment, the difference
between the net disposal proceeds and the carrying amount is charged or
credited to the income statement and the attributable portion of the revaluation
surplus is taken directly to retained profits.
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(d)

Impairment of assets

The carrying values of assets are reviewed for impairment when there is an
indication that the assets might be impaired. Impairment is measured by
comparing the carrying values of the assets with their recoverable amounts. The
NEO2@SNIofS Y2dzyd A& GKS KAIKSNI
use, measured by reference to discounted future cash flows. Recoverable
amounts are estimated for individual assets, or if it is not possible, for the cash-
generating unit.

An impairment loss is charged to the income statement immediately, unless the
asset is carried at revalued amount. Any impairment loss of a revalued asset is
treated as a revaluation decrease to the extent of previously recognised
revaluation surplus for the same asset.

Subsequent increase in the recoverable amount of an asset is treated as reversal
of the previous impairment loss and is recognised to the extent of the carrying
amount of the asset that would have determined (net of amortisation and
depreciation) had no impairment loss been recognised. The reversal is
recognised in the income statement immediately, unless the asset is carried at
revalued amount.

Financial instruments

Financial instruments are recognised in the balance sheet when the Group has
become a party to the contractual provisions of the instrument.

Financial instruments are classified as liabilities or equity in accordance with the
substance of the contractual arrangement. Interest, dividends and gains and
losses relating to a financial instrument classified as a liability, are reported as
expense or income. Distributions to holders of financial instruments classified as
equity are recognised directly in equity. Financial instruments are offset when
the Group has a legally enforceable right to offset and intends to settle either on
a net basis or to realise the asset and settle the liability simultaneously.

(i) Cash and cash equivalents

For the purposes of the cash flow statements, cash and cash equivalents
include cash in hand and at bank, deposit at call and short term highly
liquid investments which have an insignificant risk of changes in value,
net of outstanding bank overdrafts. Deposits held as pledged securities
for term loans are not included as cash and cash equivalents.

(ii) Trade and other receivables

Trade and other receivables are carried at anticipated realisable values.
Bad debts are written off when identified. An estimate is made for
doubtful debts based on a review of all outstanding amounts as at the
balance sheet date.
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(f)

(iii) Trade and other payables

Trade and other payables are stated at the fair value of the
consideration to be paid in the future for goods and services received.

(iv) Interest bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the
consideration received less directly attributable transaction costs. After
initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest
method.

(v) Equity instruments

Ordinary shares are classified as equity. Dividends on ordinary shares
are recognised in equity in the period in which they are declared.

The transaction costs of an equity transaction are accounted for as a
deduction from equity, net of tax. Equity transaction costs comprise only
those incremental external costs directly attributable to the equity
transaction which would otherwise have been avoided.

The consideration paid, including attributable transaction costs on
repurchased ordinary shares of the Company that have not been
cancelled, are classified as treasury shares and presented as a deduction
from equity. No gain or loss is recognised in profit or loss on the sale, re-
issuance or cancellation of treasury shares. When treasury shares are
reissued by resale, the difference between the sales consideration and
the carrying amount is recognised in equity.

(vi) Derivative financial instruments

Derivative financial instruments are not recognised in the financial
statements.

Assets acquired under hire-purchase

The cost of property, plant and equipment acquired under hire purchase
arrangements which transfer substantially the risks and rewards of ownership to
the Group are capitalised. The depreciation policy for these assets is similar to
GKFG 2F GKS DNRdAzZLIQ& LINRLISNIeés LIXFyd |FyR

Outstanding obligation due under hire purchase arrangements after deducting
finance expenses is included as liabilities in the financial statements. Finance
charges on hire purchase arrangements are allocated to income statement over
the period of the respective agreements.
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(8)

(h)

Borrowing costs

Interest costs on borrowings to finance the construction of property, plant and
equipment, construction contracts and property development are capitalised as
part of the cost of those assets during the period of time that is required to
complete and prepare the assets for their intended use.

All other borrowing costs are recognised as expense in the income statement in
the period in which they are incurred.

Income taxation

Income tax on the profit or loss for the financial year comprises current and
deferred tax. Current tax is the expected amount of income taxes payable in
respect of the taxable profit for the financial year and is measured using the tax
rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method. In principle, deferred tax
liabilities are recognised for all taxable temporary differences and deferred tax
assets are recognised for all deductible temporary differences, unused tax losses
and unused tax credits to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, unused tax losses
and unused tax credits can be utilised. Deferred tax is not recognised if the
temporary difference arises from goodwill or negative goodwill or from the
initial recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction, affects neither accounting profit
nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the
period when the asset is realised or the liability is settled, based on tax rates that
have been enacted or substantively enacted at the balance sheet date. Deferred
tax is recognised as income or an expense and included in the income statement
for the period, except when it arises from a transaction which is recognised
directly in equity, in which case the deferred tax is also recognised directly in
equity, or when it arises from a business combination that is an acquisition, in
which case the deferred tax is included in the resulting goodwill or the amount
2F lye SEOS&aa 2F GKS I OljdzA NBNR &
identifiable assets, liabilities and contingent liabilities over the cost of the
combination.
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(i) Provisions

Provisions are recognised when the Group has a present obligation as a result of
a past event and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation, and a reliable
estimate of the amount can be made. Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate. Where the effect
of the time value of money is material, provisions are discounted using a current
pre-tax rate that reflects, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of
time is recognised as finance cost.

Provision for restructuring costs is recognised when a detailed and formal
restructuring plan has been approved, and the restructuring has either
commenced or has been announced publicly. Costs relating to ongoing activities
are not provided for.

(i) Employee benefits
(i) Short term benefits

Wages, salaries, bonuses and social security contributions are
recognised as an expense in the financial year in which the associated
services are rendered by employees. Short term accumulating
compensated absences such as paid annual leave are recognised when
services are rendered by employees that increase their entitlement to
future compensated absences. Short term non-accumulating
compensated absences such as sick leave are recognised when the
absences occur.

(i) Defined Contribution Plans

As required by law, companies in Malaysia make contributions to the

9YLX 288Sa t NPOARSY(l CdzyR 049t C¢€0d { dz
an expense in the income statement in the financial year to which they

relate. Once the contributions have been paid, the Company has no

future obligations.

(iii) Termination Benefits

Employee termination benefits are recognised only either after an
agreement is in place with the appropriate employee representatives
specifying the terms of redundancy or after individual employees have
been advised of the specific terms.
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(k)

Foreign Currencies

(i)

(ii)

Functional and Presentation Currency

The individual financial statements of each entity in the Group are
measured using the currency of the primary economic environment in

which the entity operated 0 & (0 KS  F dzy O iihk ébnysdlidatedO dzNNEB y C

financial statements are presented in Ringgit Malaysia (RM), which is
Ffa2 GKS /2YLIyeQa FdzyOlAazyl f

Foreign Currency Transactions

In preparing the financial statements of the individual entities,

OdzNNB y

(NI yalOdArzya Ay OdNNByOASa 230KSNI GKI

(foreign currencies) are recorded in the functional currencies using the
exchange rates prevailing at the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign currencies
are translated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign
currencies are translated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not translated.

Exchange differences arising on the settlement of monetary items, and
on the translation of monetary items, are included in the income
statements for the period except for exchange differences arising on
Y2y SGIFNE AdSYa GKIFG F2NX LI NI

operation. Exchange differences arising on monetary items that form

2F (KS

part oF (GKS DNRdzLIQa ySiG Ay@SadySyd Ay

monetary item is denominated in either the functional currency of the
reporting entity or the foreign operation, are initially taken directly to
the foreign currency translation reserve within equity until the disposal
of the foreign operations, at which time they are recognised in the
income statement. Exchange differences arising on monetary items that

F2NY LI NI 2F GKS DNRdzLIQa ySi Ayo@Saidy

monetary item is denominated in a currency other than the functional
currency of either the reporting entity or the foreign operation, are
recognised in the income statement for the period. Exchange differences

FNR&aAYy3 2y Y2yS8ilrNE AdSYa GKFG T2N

investment in foreign operation, regardless of the currency of the
monetary item, are recognised in the income statement of the
[ 2YLI yeQa FTAYIFIYOAL adlFridSySyida
the foreign operation, as appropriate.

Exchange differences arising on the translation of non-monetary items
carried at fair value are included in the income statement for the period
except for the differences arising on the translation of non-monetary
items in respect of which gains and losses are recognised directly in
equity. Exchange differences arising from such non-monetary items are
also recognised directly in equity.
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6.3

(iii) Foreign Operations

The results and financial position of foreign operations that have a
functional currency different from the presentation currency (RM) of the
consolidated financial statements are translated into RM as follows:

- Assets and liabilities for each balance sheet presented are translated at
the closing rate prevailing at the balance sheet date;

- Income and expenses for each income statement are translated at
average exchange rates for the year, which approximates the exchange
rates at the dates of the transactions; and

- All resulting exchange differences are taken to the foreign currency
translation reserve within equity.

The principal closing rates used in translation of foreign currency amounts is as
follows:

Company
2009 2008
RM RM
US Dollars 3.5133 3.4675
Saudi Riyal 0.9014 0.9242
Indonesia Rupiah (100) 0.0365 0.0318

Revenue recognition

Revenue from contract work/sale of solutions development is recognised on the
percentage of completion method determined on the proportion of cost
incurred to date against total estimated cost in cases where the outcome of the
contract can be reliably estimated. In cases where the outcome of the contract
cannot be reliably estimated, the revenue is recognised only to the extent of
contract costs incurred that is probable will be recoverable. In all cases,
anticipated losses are provided in full.

Significant accounting estimates and judgements

Estimates and assumptions concerning the future are made in the preparation
2F GKS FAYLFYyOAlLf adriaSySyidao ¢KSe@
reported amounts of assets, liabilities, income and expenses, and disclosures
made. They are assessed on an ongoing basis and are based on experience and
relevant factors, including expectations of future events that are believed to be
reasonable under the circumstances.
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(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS —31 DECEMBER 2009

The key assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

(i) Impairment of property, plant and equipment and development
expenditure

Determining whether the property, plant and equipment and
development expenditure are impaired requires an estimation of value-
in-use of the property, plant and equipment and development
expenditure. The value-in-use calculation requires the management to
estimate the future cash flows and an appropriate discount rate in order
to calculate the present value of future cash flows. The management has
evaluated such estimates and is confident that no provision for
impairment is necessary.

(ii) Estimated residual values and useful lives of property, plant and
equipment

¢KS DNRdzZLJQa FyR GKS /2YLI y@Qa odzaAy
The depreciation charges form a significant component of the total costs

of income statement. The Group and the Company review the residual

values and useful lives of property, plant and equipment at each balance

sheet date in accordance with the accounting policy. The review is based

on the factors such as expected level of usage, business plans and

strategies and future regulatory changes. The estimation of the residual

values and useful lives involves significant judgment.

(iii) Provision for bad and doubtful debts

The Group and the Company assess at each balance sheet date whether
there are objective evidence that trade and other receivables have been
impaired. Impairment loss is calculated based on a review of the current
status of existing receivables and historical collections experience. Such
provisions are adjusted periodically to reflect the actual and anticipated
impairment.

(iv) Provisions

The Group and the Company recognise provisions when they have
present legal or constructive obligation arising as a result of a past
event, and it is probable that an outflow of economic benefits will be
required to settle the obligations and a reliable estimate can be made.
The recording of provisions requires the application of judgements
about the ultimate resolution of these obligations. As a result, provisions
are reviewed at each balance sheet date and adjusted to reflect the

é

~
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7. SHARE CAPITAL

Authorised:

250,000,000 Ordinary shares of RM0.10 each

As at beginning and end of the financial year

Issued and paid-up:

200,000,000 Ordinary shares of RM0.10 each

As at beginning and end of the financial year

BORROWINGS

Current secured:
Term loans
Hire purchase

Non-current secured:

Term loans
Hire purchase

Hire purchase liabilities
minimum hire purchase

- not later than 1 year

- later than 1 year and not
later than 2 years

- later than 2 years and
not later than 5 years

Future finance charges
on hire purchase

Present value of hire purchase

Group and Company

2009 2008
RM RM
25,000,000 25,000,000
20,000,000 20,000,000
Group Company
2009 2008 2009 2008
RM RM RM RM
572,936 776,832 572,936 556,766
140,620 138,048 138,048 138,048
713,556 914,880 710,984 694,814
190,418 320,880 189,366 320,880
190,418 320,880 189,366 320,880
903,974 1,235,760 900,350 1,015,694
154,517 151,152 151,152 151,152
152,274 151,152 151,151 151,152
55,417 200,034 55,417 200,034
362,208 502,338 357,720 502,338
(31,170) (43,410) (30,306) (43,410)
331,038 458,928 327,414 458,928
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Group Company
2009 2008 2009 2008
RM RM RM RM
Present value of hire purchase liabilities
minimum hire purchase payments
- not later than 1 year 140,619 138,048 138,048 138,048
- later than 1 year and
not later than 2 years 139,100 138,048 138,048 138,048
- later than 2 years and
not later than 5 years 51,319 182,832 51,318 182,832
331,038 458,928 327,414 458,928

The term loans are secured by the followings:

(i) fixed deposits amounting to RM Nil (2008: RM618,577);

(ii) guarantee by ESCROW account amounting to 70% from credit facility;
(iii) standby letter of credit amounting to 30% of credit facility;

(iv) debenture ONB I GAy3 | FANRG FYyR Ft2FdGAy3
present and future;

(v) deed of assignment on the proceeds from a contract between a third party and
the Company;

(vi) irrevocable letter of instruction and undertaking;
(vii) facility agreement; and
(viii)  joint and several guarantees by several directors of the Company.

The term loan bears interest within the range of 7.00% to 13.25% (2008: 7.00% to
13.25%) per annum.

Interest rate on the hire purchase for the financial year ranges from 4% to 17.9% (2008:
4% to 7%) per annum.
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9.

PROPERTY, PLANT AND EQUIPMENT

Group

Computer equipment
Computer software
Office equipment
Furniture and fittings
Office renovation
Development assets
Air-conditioner
Motor vehicles
Security operation
centre

Computer equipment
Computer software
Office equipment
Furniture and fittings
Office renovation
Development assets
Air-conditioner
Motor vehicles
Security operation
centre

Impairment:
Motor vehicles

| COST
Balance as at Exchange Balance as at
1.1.2009 Additions Disposals difference 31.12.2009
RM RM RM RM RM
2,064,735 194,800 - - 2,259,535
825,557 32,000 - - 857,557
625,441 3,600 - - 629,041
2,049,611 28,847 - 30,145 2,108,603
619,192 64,000 - - 683,192
17,200 - - - 17,200
344,886 - - - 344,886
1,044,800 - - - 1,044,800
566,226 - - - 566,226
8,157,648 323,247 - 30,145 8,511,040
ACCUMULATED DEPRECIATION
Balance as at Exchange Balance as at
1.1.2009 Additions Disposals difference 31.12.2009
RM RM RM RM RM
1,801,396 236,629 - - 2,038,025
765,694 80,328 - - 846,022
430,480 81,046 - - 511,526
1,256,849 344,025 - 24,418 1,625,292
315,445 131,609 - - 447,054
17,198 - - - 17,198
175,668 58,338 - - 234,006
296,397 208,960 - - 505,357
493,831 62,771 - - 556,602
5,552,958 1,203,706 - 24,418 6,781,082
44,679 - - - 44,679
5,597,637 1,203,706 - 24,418 6,825,761
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CARRYING VALUE Depreciation
2009 2008 2008
RM RM RM
Computer equipment 221,510 263,339 280,993
Computer software 11,535 59,863 80,370
Office equipment 117,515 194,961 95,028
Furniture and fittings 483,311 792,762 363,124
Office renovation 236,138 303,747 121,159
Development assets 2 2 -
Air-conditioner 110,880 169,218 58,505
Motor vehicles 494,764 703,724 208,961
Security operation
centre 9,624 72,395 107,203
1,685,279 2,560,011 1,315,343
Company
| COST |
Balance as at Balance as at
1.1.2009 Additions Disposals  31.12.2009
RM RM RM RM
Computer equipment 2,064,735 194,800 - 2,259,535
Computer software 825,557 32,000 - 857,557
Office equipment 625,441 3,600 - 629,041
Furniture and fittings 1,843,478 670 - 1,844,148
Office renovation 619,192 64,000 - 683,192
Development assets 17,200 - - 17,200
Air-conditioner 344,886 - - 344,886
Motor vehicles 1,044,800 - - 1,044,800
Security operation
centre 566,226 - - 566,226
7,951,515 295,070 - 8,246,585
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ACCUMULATED DEPRECIATION
Balance as at Balance as at
1.1.2009 Additions  Disposals 31.12.2009
RM RM RM RM
Computer equipment 1,801,396 236,629 - 2,038,025
Computer software 765,694 80,328 - 846,022
Office equipment 430,480 81,046 - 511,526
Furniture and fittings 1,089,884 304,922 - 1,394,806
Office renovation 315,445 131,609 - 447,054
Development assets 17,198 - - 17,198
Air-conditioner 175,668 58,338 - 234,006
Motor vehicles 296,397 208,960 - 505,357
Security operation
centre 493,831 62,771 - 556,602
5,385,993 1,164,603 - 6,550,596
Impairment:
Motor vehicles 44,679 - - 44,679
5,430,672 1,164,603 - 6,595,275
CARRYING VALUE Depreciation
2009 2008 2008
RM RM RM
Computer equipment 221,510 263,339 280,993
Computer software 11,535 59,863 80,369
Office equipment 117,515 194,961 95,028
Furniture and fittings 449,342 753,594 312,568
Office renovation 236,138 303,747 121,159
Development assets 2 2 -
Air-conditioner 110,880 169,218 58,505
Motor vehicles 494,764 703,724 208,961
Security operation centre 9,624 72,395 107,203
1,651,310 2,520,843 1,264,786

During the financial year, the Group and the Company acquired property, plant and
equipment with an aggregate cost of RM323,247 (2008: RM850,434) and RM295,070
(2008: RM690,550) respectively of which RM4,285 (2008: Nil) were acquired by means
of hire purchase arrangements.

Included in the property, plant and equipment of the Group and of the Company are
motor vehicles with a fair value of RM477,902 (2008: RM549,000) and
RM473,733(2008: RM549,000)which were acquired under hire purchase arrangements.
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10. DEVELOPMENT EXPENDITURE

Group
COST/VALUATION
Balance as at Exchange Balance as at
1.1.2009 Additions  differrence  31.12.2009
RM RM RM RM
Development expenditure 6,518,706 2,374,112 79,733 8,972,551
ACCUMULATED AMORTISATION
Balance as at Exchange  Balance as at
1.1.2009 Additions  differrence  31.12.2009
RM RM RM RM
Development expenditure 297,151 171,926 - 469,077
CARRYING VALUE Amortisation
2009 2008 2008
RM RM RM
Development expenditure 8,503,474 6,221,555 75,133
Company
COST/VALUATION
Balance as at Balance as at
1.1.2009 Additions Disposals 31.12.2009
RM RM RM RM
Development expenditure 5,973,505 2,374,112 8,347,617
ACCUMULATED AMORTISATION
Balance as at Balance as at
1.1.2009 Additions Disposals 31.12.2009
RM RM RM RM
Development expenditure 297,151 15,692 312,843
CARRYING VALUE Amortisation
2009 2008 2008
RM RM RM
Development expenditure 8,034,774 5,676,354 75,133
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11.

12.

INVESTMENT IN SUBSIDIARIES

Company
2009 2008
RM RM
Unquoted shares, at cost 376,202 376,202
Group’
effective
Name of interest (%) Incorporated
company 2009 2008 Principal activities in

Scan Crypto-Tech 100 100 The intended principal activity of Malaysia
Sdn. Bhd. the Company is the provision of
crypto solution and secure
mobile communications
products and services. The
company has yet to commence
its operation since the date of
incorporation.

*PT Scan 99 99 The principal activity of the Indonesia
Nusantara Company is the provision of ICT
Solutions.

* This subsidiary company is audited by other firm of chartered accountants.

CASH AND CASH EQUIVALENT

Group Company

2009 2008 2009 2008

RM RM RM RM
Cash in hand and at banks 5,360,478 1,098,470 4,322,804 1,095,727

Fixed deposits with

licensed bank 2,302,655 13,067,397 1,911,697 12,989,448
7,663,133 14,165,867 6,234,501 14,085,175
Less: Fixed deposits pledge (1,789,693) (2,810,867) (1,398,735)  (2,732,917)

5,873,440 11,355,000 4,835,766 11,352,258

Fixed deposits amounted to RM1,789,693 (2008: RM2,810,867) of the Group and
RM1,398,735 (2008: RM2,732,917) of the Company are pledged on lien to a bank as
security for its banking facilities and contract received.

Fixed deposits amounting to RM271,268 (2008: RM2,796,560) of the Company are held
in trust under the name of several directors.
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13. TRADE RECEIVABLES

Trade receivables
Provision for bad and
doubtful debts

14. OTHER RECEIVABLES

Deposits and prepayments
Non-trade receivables

Provision for bad and
doubtful debts

15. AMOUNT DUE FROM SUBSIDIARIES

Scan Crypto-Tech Sdn. Bhd.

PT Scan Nusantara

Group Company
2009 2008 2009 2008
RM RM RM RM
16,798,821 17,093,376 15,456,504 16,088,582
(12,199,924)  (13,379,056) (12,199,924) (13,379,056)
4,598,897 3,714,320 3,256,580 2,709,526
Group Company
2009 2008 2009 2008
RM RM RM RM
1,611,489 1,190,300 1,131,388 860,138
2,322,210 2,973,818 2,226,150 2,326,642
3,933,699 4,164,118 3,357,538 3,186,780
(898,027) (898,027) (898,027) (898,027)
3,035,672 3,266,091 2,459,511 2,288,753
Company
2009 2008
RM RM

11,930 10,140

4,349,602 3,768,254

4,361,532 3,778,394

The amount is unsecured, interest free and has no specific terms of repayment.

16. OTHER PAYABLES

Other payables and
accruals

Group Company
2009 2008 2009 2008
RM RM RM RM
2,351,560 1,665,013 2,212,682 1,559,982
2,351,560 1,665,013 2,212,682 1,559,982
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17.

18.

19.

20.

AMOUNT DUE TO DIRECTORS

The amount is unsecured, interest free and has no specific terms of repayment.

REVENUE

Revenue represents the value of contract income recognised from the projects and the
invoiced value of fees received from services rendered.

COST OF SALES
Group Company
2009 2008 2009 2008
RM RM RM RM
Cost of services
rendered 18,106,276 11,747,270 7,352,189 10,781,584

Included in the cost of sales of the Group and of the Company are hire purchase and
term loan interests with the amount of RM Nil (2008: RM708) and RMA49,098
(2008: RM81,822) respectively.

OTHER INCOME

Group Company
2009 2008 2009 2008
RM RM RM RM
Fixed deposits interest 56,822 114,089 35,167 98,269
Gain on foreign exchange - 145,115 - 119,189
Gain/(Loss) on disposal of
property, plant and
equipment 3,954 (1,615) 3,954 (1,615)
Other interest income 126,346 204,386 122,974 203,654
Others 133,439 240,435 - -
Reversal of provision for
bad and doubtful debts 1,114,760 - 1,114,760 -
1,435,321 702,410 1,276,855 419,497
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21. OTHER OPERATING EXPENSES

Group Company
2009 2008 2009 2008
RM RM RM RM
Bad debts written off 210,941 - 210,941 -
Provision for bad and
doubtful debts 1,488,787 4,331,663 1,488,787 4,331,663
1,699,728 4,331,663 1,699,728 4,331,663
22. FINANCE COSTS
Group Company
2009 2008 2009 2008
RM RM RM RM
Bank charges 30,499 24,675 21,822 22,810
Hire purchase interest 24,682 14,834 24,582 14,834
Loss on foreign exchange 31,167 - 5,427 -
Other interest 2,900 7,366 926 7,366
Term loan interest 70,302 87,976 67,850 -
159,550 134,851 120,607 45,010
23. LOSS BEFORE TAXATION

Loss before taxation is determined after charging/(crediting) amongst other items the

following:

Auditors' remuneration
Amortisation of development
expenditure
Bad debt written off
Depreciation
Impairment on property,
plant and equipment
Interest expenses
- hire purchase (Note 19 and 22)
- term loan (Note 19 and 22)
- loss on foreign exchange
Loss on disposal of property,
plant and equipment

Group
2009
RM

37,441

171,926
210,941
1,203,706

24,682
119,400
31,167

2008
RM

31,045

75,133

1,315,343

44,679

15,542
169,798

1,615

Company
2009 2008
RM RM
25,000 20,000
15,692 75,133
210,941 -
1,164,603 1,264,786
- 44,679
24,582 15,542
116,948 81,822
5,427 -
- 1,615
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continued

Office rental

Property, plant and
equipment written off

Provision for bad and
doubtful debts

and crediting:

Interest income

Gain on disposal of property,
plant and equipment

Gain on foreign exchange

Reversal of provision for and
bad and doubtful debts

24, TAXATION

Current year's provision
Reversal of deferred
tax assets
Overprovision of
taxation in prior year

Group Company
2009 2008 2009 2008
RM RM RM RM
1,647,710 1,320,246 1,527,360 1,224,000
- 8,564 - 8,564
1,488,787 4,331,663 1,488,787 4,331,663
183,170 318,475 158,141 301,923
3,954 - 3,954 -
- 145,115 - 119,189
1,114,760 - 1,114,760 -
Group Company
2009 2008 2009 2008
RM RM RM RM
241,524 - - -
153,392 9,559 - -
(58,804) - (58,804) -
336,112 9,559 (58,804) -

The Company has been awarded the Multimedia Super Corridor status. This entitles the
Company to tax exemption for five years commencing from 24 December 2002. The
status has been extended for another 5 years from the date of expiry of the first five

years period.

Subject to agreement with the Inland Revenue Board, the Company has unabsorbed
business losses and unutilised capital allowances of RM7,491,019 (2008: RM19,228,715)
and RM3,593,022 (2008: RM3,973,290) respectively. These amounts are available to be
utilised upon cessation of the tax exempt period.
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The numerical reconciliation between the average effective tax rate and statutory tax
rate are as follows:

Group Company
2009 2008 2009 2008
RM RM RM RM
Loss before taxation (3,838,509) (11,501,137) (5,147,703) (10,750,949)
Tax at the current income
tax rate of 25% (2008: 26%) (959,627) (2,990,296) (1,286,926) (2,795,247)
Tax effect in respect of:
Expenses not deductible
for tax purposes 828,274 480,342 327,045 294,852
Utilisation of prior year
deferred tax assets (983,828) - (396,624) -
Deferred tax asset
not recognised - 204,039 - 204,039
Tax loss under pioneer status 1,356,505 2,305,915 1,356,505 2,296,356
Reversal of deferred
tax assets 153,592 9,559 - -
Overprovision of
taxation in prior year (58,804) - (58,804) -
336,112 9,559 (58,804) -

25. LOSS PER SHARE
(a) Basic loss per share
The basicloss LISNJ a Kl NB A a OF f Odzf lods &tRbutabRto RA JA RA

shareholders by the weighted average number of ordinary shares issued during
the financial year.

Group
2009 2008
Loss attributable to shareholders (RM) (4,174,621) (11,510,696)
Weighted average number of
ordinary shares in issue 200,000,000 200,000,000
Basic loss per share (sen) (2.09) (5.76)
(b) Diluted loss per share

Diluted loss per share is calculated by adjusting the weighted average number of
ordinary shares outstanding to assume conversion of all dilutive potential
ordinary shares. The Company has no dilutive potential ordinary shares.
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26. SIGNIFICANT RELATED PARTY TRANSACTIONS

There were no related party transactions for the Group and Company for the financial
year ended.

27. KEY MANAGEMENT PERSONNEL COMPENSATION

The remuneration of directors and other key management during the year are as

follows:
Group Company
2009 2008 2009 2008
RM RM RM RM
Fees 74,000 70,000 74,000 70,000
Salaries, allowances and
bonuses, EPF and
SOCSO contributions 900,710 2,017,984 900,710 2,017,984
Benefits-in-kind 39,917 47,900 39,917 47,900

1,014,627 2,135,884 1,014,627 2,135,884

28. STAFF COSTS

Group Company

2009 2008 2009 2008

RM RM RM RM
Salaries, allowances

and bonus 9,853,193 8,771,025 9,228,668 8,463,412

EPF contributions 1,274,135 1,225,479 1,258,003 1,215,164
SOCSO contributions 90,872 56,792 90,872 56,792
Other staff related expenses 795,131 223,380 743,458 163,622

12,013,331 10,276,676 11,321,001 9,898,990

The above is made up of direct and indirect staff costs which were classified as cost of
services and administrative expenses respectively.

The number of employees in the Group and the Company at the end of the financial year
were 185 (2008: 202) and 149 (2008: 184) respectively.
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29. DI RECTORS’ REMUNERATI ON

Group Company
2009 2008 2009 2008
RM RM RM RM
Executive directors'
remuneration:
- fees - - - -
- other emoluments 553,179 1,033,971 553,179 1,033,971
553,179 1,033,971 553,179 1,033,971
Non-executive directors'
remuneration:
- fees 74,000 70,000 74,000 70,000
74,000 70,000 74,000 70,000
Total Directors'
remuneration 627,179 1,099,971 627,179 1,099,971
Estimated money value of
benefits in kind 39,917 47,900 39,917 47,900
Total directors'
remuneration including
benefits-in-kind 667,096 1,147,871 667,096 1,147,871

The number of directors of the Company whose total remuneration including (benefit-
in-kind) during the financial year fell within the following bands is analysed below:

Number of Directors

2009 2008

Executive directors:

Less than RM100,000 1 -
RM100,001 - RM200,000 1
RM200,001 ¢ RM300,000 1 2
RM300,001-RM400,000 1 -
Non-executive directors:

Less than RM100,000 6 4
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30. SEGMENTAL REPORTING

CONTINUING OPERATIONS

REVENUE
External sales

TOTAL REVENUE

RESULTS
Segment results
Expenses

OPERATING LOSS
Finance costs

Income tax

LOSS FOR THE FINANCIAL YEAR

MALAYSIA
2009 2008
RM RM
13,684,025 12,266,866
13,684,025 12,266,866
8,080,817 3,125,005
(14,389,331)  (9,846,349)
(120,607) (71,342)
58,804 -

OVERSEAS

2009 2008

RM RM
15,233,256 2,849,929
15,233,256 2,849,929
4,165,509 946,930
(1,535,954)  (5,591,872)
(38,943) (63,509)
(394,916) (9,559)

ELIMINATIONS
2009 2008
RM RM

CONSOLIDATED
2009 2008
RM RM
28,917,281 15,116,795
28,917,281 15,116,795
12,246,326 4,071,935
(15,925,285)  (15,438,221)
(3,678,959)  (11,366,286)
(159,550) (134,851)
(336,112) (9,559)
(4,174,621)  (11,510,696)
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OTHER INFORMATION

Segment assets

CONSOLIDATED TOTAL ASSETS

Segment liabilities

CONSOLIDATED TOTAL LIABILITIES

CAPITAL EXPENDITURE

DEPRECIATION/AMORTISATION

IMPAIRMENT LOSS

MALAYSIA
2009 2008
RM RM
26,446,444 33,232,920
3,270,443 3,508,525
1,180,295 1,339,919

44,679

OVERSEAS
2009 2008
RM RM
3,849,775 1,323,596
4,601,599 4,236,360
195,337 50,557

ELIMINATIONS
2009 2008
RM RM

(4,737,734)  (4,154,596)

(4,231,293)  (3,369,325)

CONSOLIDATED
2009 2008
RM RM

25,558,485 30,401,920
25,558,485 30,401,920
3,640,749 4,375,560
3,640,749 4,375,560
1,375,632 1,390,476
- 44,679
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31. FINANCIAL INSTRUMENTS

(a)

GROUP

2009

Financial assets

Interest rate risk

¢KS AYyOGSNBad NIXaGgsS Nral GKFEG FAYIFIYOALf
of changes in market interest rates and the effective weighted average interest
rates on classes of financial assets and financial liabilities are as follows:-

Effective
interest rate

Fixed deposits with

licensed banks

Financial liabilities

Term loans

Hire purchase

2008

Financial assets

Fixed deposits with

licensed banks

Financial liabilities

Term loans

Hire purchase

Less than More than during the
1year 1to2vyears 2tob5years 5 years Total financial year

RM RM RM RM RM %
512,962 1,789,693 - - 2,302,655 2.00 - 8.00
572,936 - - - 572,936 7.00 - 13.25
140,619 139,100 51,319 - 331,038 4.00-17.90

10,256,530 2,810,867 - - 13,067,397 2.00-3.35
776,832 - - - 776,832 7.00 - 13.25
138,048 138,048 182,832 - 458,928 4.00-7.24
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COMPANY
2009
Effective
interest rate
Less than More than during the
1year lto2vyears 2to5years 5 years Total financial year
RM RM RM RM RM %
Financial assets
Fixed deposits with
licensed banks 512,962 1,398,735 - - 1,911,697 2.00 -
Financial liabilities
Term loans 572,936 - - - 572,936 7.00 -
Hire purchase 138,048 138,048 51,318 - 327,414 4.00-7.24
2008
Financial assets
Fixed deposits with
licensed banks 10,256,531 2,732,917 - - 12,989,448 2.00-3.35
Financial liabilities
Term loans 556,766 - - - 556,766 7.00-12.75
Hire purchase 138,048 138,048 182,832 - 458,928 4,.00-7.24

(b) Credit risk

¢KS DNRdJzZLJIQ4d ONBRAG NRA] Aa LINAYEFENREE |0
trades only with recognised and creditworthy third parties. In addition,
NEOSAQGlIofS oFflyOSa IINB Y2yAG2NBR 2V
exposure to bad debts is not significant.

(c) Fair values

The carrying amount for financial assets and liabilities with maturity of less than
one year are assumed to approximate their fair values.
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The carrying amount of financial assets and liabilities with maturity of more than
one year at the balance sheet date is set out below:

Group and Company

Carrying Fair
Amount Values
RM RM
Borrowing
- Hire Purchase 190,419 158,691

In estimating the fair values of non-current trade creditors, borrowings and loan
to a subsidiary, the discounted cash flow method was applied using current
market interest rates available to the Group.

32. SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR

(a)

On 8 October 2009, the Group announced and proposed to Bursa Malaysia
{ SOdzNR (i ABurdaé tb GndlkKdkeRhe f¥llowing proposals:

(i) proposed share exchange on the basis of one (1) existing ordinary share
2FT wanodmn SFOK Ay {OFly !3a20Al 0GSa
ordinary share of RMO0.10 each in a newly incorporated company
0abSs02¢60 G Yy A&aadadzS LIBAtOSchdm2 0 S
of arrangement under Section 176 of the Companies Act,
Mpcpoat NBLREASR { KFINB 9EOKIYy3aS£0T

pufi
w»

(ii) LINPLI2ZASR GNIYAaFSNI 2F (GKS fAadGgAy3a ad
CNF YAFSNEOT

(i) LINBLRASR SaidloftAakKYSyd 2F |y SYLX?2
involving up to 30% of the issued and paid-up share capital of the
I 2YLI yekbSg0O2 |G | yR{ R{ysSO T AIYYSR 0 Gt NB LJ

(iv) proposed share buy-back of up to a maximum of 10% of the issued and
paid-dzLJ & KIF N’ O LA G f 2T (GKS /2YLIl yeéxkb
FO1£0®

On 6 November 2009, the Group announced to Bursa to revise the Previous
Proposed ESOS to reduce the maximum limit from 30% to 10% of the issued and
paid-dzLJ & KF NB OF LA G € 2F GKS I 2YLI ye 2ZNJ b

wSPAASR 9{h{¢0d

The above proposals are still pending the approvals from the relevant
authorities and shareholders.
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33.

34,

(b) ¢KS {SOdzNARGASE& /[ 2YYA&aAr2dyted 6 Adril 2010
approved (i) the variation on part of the remaining unutilised IPO Proceeds of
RM5.00 million which was originally allocated for development expenditure to
working capital, and (ii) the extension of time for the utilisation of the IPO
Proceeds to by 5 April 2011.

CAPITAL COMMITMENT

Group and Company

2009 2008

RM RM
Authorised but not contracted for:
Intended joint venture company - 1,712,543

2009 2008

RM RM
Authorised and contracted for:
Purchase of a unit of shop-office as R&D
Centre cum Corporate Office 4,320,000 -

COMPARATIVE FIGURES

The presentation and classification of items in the current financial statements have
been consistent with the previous financial statements except for the following:

Group Company
As As
previously previously
As stated reported As stated reported
RM RM RM RM
Balance Sheet
Property, plant and
equipment 2,560,011 8,781,566 2,520,843 8,197,197
Development expenditure 6,221,555 - 5,676,354 -
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