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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2007

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 2007.

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 10 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 (10,224,666) (10,360,775)
Attributable to:
Equity holders of the Company (10,224,666) (10,360,775)
DIVIDENDS
The amount of dividends paid and proposed since the end of previous financial year were as follows:
RM
Tax exempt first and final dividend of 12.5% (1.25 sen per share) in respect
of financial year ended 31 December 2006 and paid on 10 August 2007 2,500,000

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.

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:

Dato’ Aminuddin Baki @ Sabtu bin Esa

Prof. Dato’ Dr. Norbik Bashah bin Idris

Datuk Ir. Mohamed Al Amin bin Abdul Majid

Dato’ Nasri bin Nasrun

Lt. Gen (R) Raja Dato’ Abdul Rashid bin Raja Badiozaman

Jamil Hajar bin Abdul Muttalib (Appointed on 29.10.2007)
Farizal bin Zainudin (Alternate Director to Jamil Hajar bin
Abdul Muttalib) (Appointed on 29.10.2007)

Shaharil bin Abdul Malek (Alternate Director to Prof.

Dato’ Dr. Norbik Bashah bin Idris)
Raja Shamsul Kamal bin Raja Shahruzzaman (Resigned on 19.10.2007)
Mohd Jafni bin Mohd Alias

(Alternate Director to Raja Shamsul Kamal bin Raja Shahruzzaman) (Resigned on 19.10.2007)
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DIRECTORS’ INTEREST
In accordance with Article 88 of the Company’s Articles of Association, Prof. Dato’ Dr. Norbik Bashah bin Idris and Lt. Gen (R) Raja
Dato’ Abdul Rashid bin Raja Badiozaman retire at the forthcoming Annual General Meeting and being eligible, offer themselves

for re-election.

Pursuant to Article 81 of the Company’s Articles of Association, Jamil Hajar bin Abdul Muttalib retires at the forthcoming Annual
General Meeting and being eligible, offers himself for re-election.

According to the Register of Directors’ Shareholdings, the beneficial interests of those who were 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 Balance as
at At
1.1.2007 Bought Sold 31.12.2007

Direct Interest
Dato’ Aminuddin Baki @ Sabtu bin Esa 47,791,700 1,000,000 13,000,000 35,791,700
Prof. Dato’ Dr. Norbik Bashah bin Idris 28,028,060 82,000 5,370,660 22,739,400
Datuk Ir. Mohamed Al Amin bin Abdul Majid 125,000 - 65,000 60,000
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.

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 30 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.

INFORMATION ON THE FINANCIAL STATEMENTS

Before the financial statements of the Group and of the Company were made out, the directors took reasonable steps:-

i) to ascertain that action had been taken in relation to the writing off of bad debts and the making of allowance for doubtful
debts and satisfied themselves that adequate allowance had been made for doubtful debts and there were no bad debts to
be written off; and

ii)  toensure that any current assets which were unlikely to be realised in the ordinary course of business including their values
as shown in the accounting records of the Group and of the Company have been written down to an amount which they
might be expected so to realise.

At the date of this report, the directors are not aware of any circumstances:-

i) which would render it necessary to write off any bad debts or the amount of the allowance for doubtful debts in the financial
statements of the Group and of the Company inadequate to any substantial extent; or

ii) which would render the values attributed to current assets in the financial statements of the Group and of the Company; or

iii)  which have arisen which render adherence to the existing method of valuation of assets or liabilities of the Group and of the
Company misleading or inappropriate.



37
DIRECTORS’ REPORT SCAN ASSOCIATES BERHAD

annual report 2007
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2007

No contingent or other liability 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 affect the ability of the Group and of the Company
to meet its obligations as and when they fall due.

At the date of this report, there does not exist:-

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

i)  any contingent liability of the Group and of the Company which has arisen since the end of the financial year.

OTHER STATUTORY INFORMATION
The directors state that:-

At the date of this report, they are not aware of any circumstances not otherwise dealt with in this report or the financial statements
which would render any amount stated in the financial statements misleading.

In the opinion of the directors:-

(i)  the results of operations of the Group and of the Company during the financial year were not substantially affected by any
item, transaction or event of a material and unusual nature;

(i)  there has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or
event of a material and unusual nature likely to affect substantially the results of operations of the Group and of the Company
for the current financial year in which this report is made.

AUDITORS

The auditors, Messrs. Khairuddin, Hasyudeen & Razi, have expressed their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the directors, dated 28 April 2008.

DATO’ AMINUDDIN BAKI @ SABTU BIN ESA PROF. DATO’ DR. NORBIK BASHAH BIN IDRIS
Director Director

Kuala Lumpur
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PURSUANT TO SECTION 169 (15) OF THE COMPANIES ACT, 1965

We DATO’ AMINUDDIN BAKI @ SABTU BIN ESA and PROF. DATO’ DR. NORBIK BASHAH BIN IDRIS, being two 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 40 to 68 are drawn up in accordance with the provisions of the Companies Act, 1965 and applicable MASB approved
accounting standards in Malaysia for Entities Other Than Private Entities 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 2007 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 28 April 2008.

DATO’ AMINUDDIN BAKI @ SABTU BIN ESA PROF. DATO’ DR. NORBIK BASHAH BIN IDRIS
Director Director

STATUTORY DECLARATION

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

|, DATO’ AMINUDDIN BAKI @ SABTU BIN ESA, being the director primarily responsible for the 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 40 to 68 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 )

DATO’ AMINUDDIN BAKI @ SABTU BIN ESA )

at Kuala Lumpur in the )

Federal Territory on 28 April 2008 ) DATO’ AMINUDDIN BAKI @ SABTU BIN ESA
Before me,

Pesuruhjaya Sumpah
AHMAD B. LAYA
w259
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TO THE MEMBERS OF SCAN ASSOCIATES BERHAD

We have audited the financial statements set out on pages 40 to 68 of SCAN ASSOCIATES BERHAD.
These financial statements are the responsibility of the Company’s directors.

Itis our responsibility to form an independent opinion, based on our audit, on the financial statements and to report our opinion to
you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no other purpose. We do not assume responsibility
to any other person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by the directors, as well as evaluating
the overall presentation of the financial statements.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion:

(@) thefinancial statements are properly drawn up in accordance with the provisions of the Companies Act, 1965 and applicable
MASB approved accounting standards in Malaysia, for Entities Other Than Private Entities so as to give a true and fair view

of:

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements of the
Group and of the Company; and

(i) the state of affairs of the Group and of the Company as at 31 December 2007 and of the results and the cash flows of
the Group and of the Company for the financial year ended on that date;

and

(b)  the accounting and other records and the registers required by the Companies Act, 1965 to be kept by the Company and by
the subsidiary of which we have acted as auditors have been properly kept in accordance with the provisions of the Act.

We have considered the financial statements and the auditors’ reports thereon of the subsidiary of which we have not acted as
auditors, as indicated in Note 10 to the financial statements, being financial statements that have been included in the consolidated
financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial statements of the
Company are in form and content appropriate and proper for the purposes of the preparation of the consolidated financial statements
and we have received satisfactory information and explanations required by us for those purposes.

The auditors’reports on the financial statements of the subsidiaries were not subject to any qualification material to the consolidated
financial statements and did not include any comment required to be made under Section 174(3) of the Act.

KHAIRUDDIN HASYUDEEN & RAZI Ahmad Shahrul Hj Mohamed
AF 1161 2138/04/09(J)
Chartered Accountants Partner of the Firm

Kuala Lumpur
Dated: 28 April 2008
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NOTE 2007 2006
RM RM
FINANCED BY:
SHAREHOLDERS' EQUITY
Share capital 7 20,000,000 20,000,000
Share premium 18,159,512 18,182,012
Other reserves 74,409 (91,523)
Retained earnings 5,535,386 18,260,052

43,769,307 56,350,541
LONG TERM LIABILITY
Borrowings 8 1,022,277 2,717,681

44,791,584 59,068,222

NON-CURRENT ASSETS

Property, plant and equipment 9 8,288,284 5,895,543
Fixed deposits with licensed banks 11 5,516,756 6,315,868
Other assets 158,734 307,184
Total non-current assets 13,963,774 12,518,595
CURRENT ASSETS

Trade receivables 12 16,501,863 22,012,877
Work-in-progress 1,634,356 391,707
Other receivables 13 3,802,312 2,545,872
Fixed deposits with licensed banks 11 13,767,053 25,679,763
Cash and bank balances 1,080,878 2,680,248
Total current assets 36,786,462 53,310,467

CURRENT LIABILITIES

Trade payables 15 1,778,540 1,108,931
Other payables 16 1,910,329 1,460,880
Provision 17 - 1,515,942
Amount due to directors 18 108,104 33,623
Borrowings 8 2,102,875 2,558,738
Tax payable 58,804 82,726
Total current liabilities 5,958,652 6,760,840
NET CURRENT ASSETS 30,827,810 46,549,627

44,791,584 59,068,222

The accompanying notes form an integral part of the financial statements.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2007

NOTE 2007 2006
RM RM
Revenue 19 25,261,454 38,107,050
Cost of sales 20 (14,107,543) (18,997,108)
Gross profit 11,153,911 19,109,942
Other income 21 1,392,679 984,149
Administrative expenses (10,820,540) (9,074,733)
Other operating expenses 22 (11,460,443) (11,697)
(Loss) / Profit from operations (9,734,393) 11,007,661
Finance costs 23 (326,891) (470,376)
(Loss) / Profit before taxation 24 (10,061,284) 10,537,285
Taxation 25 (163,382) 130,040
(Loss) / Profit for the financial year (10,224,666) 10,667,325
Attributable to:
Equity holders of the Company (10,224,666) 10,667,325
Minority interest - -
(10,224,666) 10,667,325
(Loss) / Earnings per share attributable to equity
holders of the Company (sen):
Basic, for (loss) / profit for the financial year 26 (5.11) 6.93
Diluted, for (loss) / profit for the financial year 26 (5.11) 6.93

The accompanying notes form an integral part of the financial statements.
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Total
<— Non-Distributable —— Distributable Equity
Capital

Share Share redemption Other Retained Total

capital premium reserve reserve earnings equity

RM RM RM RM RM RM

Balance as at 1 January 2006 4,285,000 - 5,000 (33,283) 16,157,727 20,414,444

Issuance of shares

- Bonus issue 8,570,000 - (5,000) - (8,565,000) -

- Right issue 2,095,000 - - - - 2,095,000

- Publicissue 5,050,000 20,200,000 - - - 25,250,000
- Listing expenses - (2,017,988) - - - (2,017,988)
Foreign currency translation - - - (58,240) - (58,240)
Profit for the financial year - - - - 10,667,325 10,667,325
Balance as at 31 December 2006 20,000,000 18,182,012 - (91,523) 18,260,052 56,350,541
Listing expenses - (22,500) - - - (22,500)
Foreign currency translation - - - 165,932 - 165,932
Loss for the financial year - - - - (10,224,666) (10,224,666)
Dividend - - - - (2,500,000) (2,500,000)
Balance as at 31 December 2007 20,000,000 18,159,512 - 74,409 5,535,386 43,769,307

The accompanying notes form an integral part of the financial statements.
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2007 2006
RM RM
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers 19,368,553 27,978,860
Cash payments to suppliers (5,630,060) (9,099,321)
Cash payments to employees and for administrative expenses (20,512,845) (18,777,349)
Cash (used in) / generated from operations (6,774,352) 102,190
Other income received 1,019 387,244
Tax paid (61,872) (17,687)
Interest received 812,767 437,314
Interest paid (314,318) (466,733)
Dividend paid (2,500,000) (1,600,000)
Withdrawal / (Placement) of fixed deposits 749,260 (1,462,271)
Net cash used in operating activities (8,087,496) (2,619,943)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (Note 9) (3,239,872) (5,086,412)
Proceeds from disposal of property, plant and equipment 284,413 4,463
Advances from directors 74,481 18,393
Net cash used in investing activities (2,880,978) (5,063,556)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment to hire purchase liabilities (359,175) (151,272)
Repayment of term loans (2,184,431) (1,121,553)
Drawdown of term loan - 5,660,726
Proceed from issuance of share capital - 27,345,000
Net cash (used in) / provided by financing activities (2,543,606) 31,732,901
Net (decrease) / increase in cash and cash equivalents (13,512,080) 24,049,402
Cash and cash equivalents brought forward 28,360,011 4,310,609
Cash and cash equivalents carried forward 14,847,931 28,360,011
CASH AND CASH EQUIVALENTS
Cash and bank balances 1,080,878 2,680,248
Fixed deposits with licensed banks 13,767,053 25,679,763
14,847,931 28,360,011

The accompanying notes form an integral part of the financial statements.
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NOTE 2007 2006
RM RM
FINANCED BY:
SHAREHOLDERS' EQUITY
Share capital 7 20,000,000 20,000,000
Share premium 18,159,512 18,182,012
Retained earnings 6,726,366 19,587,141

44,885,878 57,769,153
LONG TERM LIABILITY
Borrowings 8 1,022,277 1,363,595

45,908,155 59,132,748

NON-CURRENT ASSETS

Property, plant and equipment 9 7,762,375 5,442,223
Investments in subsidiaries 10 376,202 376,202
Fixed deposits with licensed banks 11 5,516,756 5,786,111
Total non-current assets 13,655,333 11,604,536
CURRENT ASSETS

Trade receivables 12 14,154,886 19,658,214
Work-in-progress 1,634,356 391,707
Other receivables 13 2,983,139 2,090,714
Amount due from subsidiaries 14 2,989,928 2,244,566
Fixed deposits with licensed banks 11 13,767,053 25,679,763
Cash and bank balances 1,008,273 2,534,860
Total current assets 36,537,635 52,599,824

CURRENT LIABILITIES

Trade payables 15 1,778,540 1,108,931
Other payables 16 1,454,642 1,384,677
Provision 17 - 1,515,942
Amount due to directors 18 108,104 33,623
Borrowings 8 884,723 945,713
Tax payable 58,804 82,726
Total current liabilities 4,284,813 5,071,612
NET CURRENT ASSETS 32,252,822 47,528,212

45,908,155 59,132,748

The accompanying notes form an integral part of the financial statements.
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NOTE 2007 2006

RM RM

Revenue 19 24,053,881 35,214,154
Cost of sales 20 (13,678,766) (16,296,474)
Gross profit 10,375,115 18,917,680
Other income 21 911,063 416,272
Administrative expenses (10,077,703) (8,366,384)
Other operating expenses 22 (11,468,062) (11,697)

(Loss) / Profit from operations (10,259,587) 10,955,871
Finance costs 23 (63,238) (46,346)
(Loss) / Profit before taxation 24 (10,322,825) 10,909,525
Taxation 25 (37,950) 47,147
(Loss) / Profit for the financial year (10,360,775) 10,956,672

The accompanying notes form an integral part of the financial statements.
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Capital
Share Share redemption Retained
capital premium reserve Earnings Total
RM RM RM RM RM

Balance as at 1 January 2006 4,285,000 - 5,000 17,195,469 21,485,469
Issuance of shares

- Bonus issue 8,570,000 - (5,000) (8,565,000) -

- Right issue 2,095,000 - - - 2,095,000

- Publicissue 5,050,000 20,200,000 - - 25,250,000

- Listing expenses - (2,017,988) - - (2,017,988)
Profit for the financial year - - - 10,956,672 10,956,672
Balance as at 31 December 2006 20,000,000 18,182,012 - 19,587,141 57,769,153
Listing expenses - (22,500) - - (22,500)
Loss for the financial year - - - (10,360,775) (10,360,775)
Dividend - - - (2,500,000) (2,500,000)
Balance as at 31 December 2007 20,000,000 18,159,512 - 6,726,366 44,885,878

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2007

2007 2006
RM RM

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers 17,826,723 27,440,628
Cash payments to suppliers (5,630,031) (6,498,449)
Cash payments to employees and for administrative expenses (19,519,648) (17,826,437)
Cash (used in) / generated from operations (7,322,956) 3,115,742
Other income received 1,019 -
Tax paid (61,872) (9,562)
Interest received 802,787 416,272
Interest paid (82,434) (47,486)
Dividend paid (2,500,000) (1,600,000)
Withdrawal / (Placement) of fixed deposits 269,355 (1,322,005)
Net cash (used in) / generated from operating activities (8,894,101) 552,961
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (Note 9) (3,066,221) (4,717,505)
Proceeds from disposal of property, plant and equipment 284,413 4,463
Advances from directors 74,481 18,393
Net cash used in investing activities (2,707,327) (4,694,649)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment to hire purchase liabilities (359,175) (151,272)
Repayment of term loans (733,333) (258,178)
Drawdown of term loan - 2,200,000
Proceed from issuance of share capital - 27,345,000
Advance to subsidiary companies (745,361) (1,044,340)
Net cash (used in) / provided by financing activities (1,837,869) 28,091,210
Net (decrease) / increase in cash and cash equivalents (13,439,297) 23,949,522
Cash and cash equivalents brought forward 28,214,623 4,265,101
Cash and cash equivalents carried forward 14,775,326 28,214,623
CASH AND CASH EQUIVALENTS
Cash and bank balances 1,008,273 2,534,860
Fixed deposits with licensed banks 13,767,053 25,679,763

14,775,326 28,214,623
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1.  CORPORATE INFORMATION

(@) TheCompanyisa publiclimited liability company, incorporated and domiciled in Malaysia, and is listed on the MESDAQ
Market of Bursa Malaysia Securities Berhad (Bursa Securities). The registered office of the Company is located at Level
8, Menara Naluri, 161-B, Jalan Ampang, 50450 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 10 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 applicable MASB Approved Accounting
Standards in Malaysia for Entities Other Than Private Entities.

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 28 April 2008.

4. FINANCIAL RISK MANAGEMENT POLICIES

The Group’s financial risk management policy seeks to ensure that adequate financial resources are available for the
development of the Group’s businesses whilst managing its risks. The Group operates within clearly defined guidelines that
are approved by the Board and the Group’s policy is not to engage in speculative transactions.

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 differs from the local currency, Ringgit Malaysia (RM). The Group’s guidelines are to
minimise the exposure of overseas operating activities to transaction risk by matching local currency income against
local currency costs.

(b) Interest rate risk

The Group’s guideline is to borrow principally on the floating rate basis but to 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.

(c) Creditrisk

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.

(d) Marketrisk

For key product purchases, the Group establishes floating and fixed price levels that the Group considers acceptable
and enters into physical supply or derivative agreements, where necessary, to achieve these levels. The Group does not
face significant exposure from the risk from changes in debt and equity prices.

(e) 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 oneyear is not beyond the Group’s means to repay and refinance.
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5. ADOPTION OF NEW AND REVISED FINANCIAL REPORTING STANDARDS (“FRS")

The following applicable FRSs have been adopted by the Group and the Company effective for financial period beginning on
or after 1 January 2007:-

(a)

FRSs that are mandatory for financial periods beginning on or after 1 October 2006:-

i) FRS 117: Leases
ii) FRS 124: Related Party Disclosures

The adoption of above FRSs has no material effect to the balance sheets and income statements of the Group and of
the Company.

FRSs and amendment that are mandatory for the financial periods beginning on or after 1 January 2007:-

i) FRS 6: Exploration for and Evaluation of Mineral Resources.
FRS 6 is not relevant to the Group’s operation.

ii) Amendment to FRS 119, .: Employee Benefits - Actuarial Gains and Losses, Group Plans and Disclosures.

Amendment to FRS 119, is not relevant to the Group’s operation.

6.  SIGNIFICANT ACCOUNTING POLICIES

All significant accounting policies set out below are consistent with those applied in the previous financial year.

(a)

(b)

Basis of preparation

The financial statements of the Group and of the Company comply with the provisions of the Companies Act, 1965
and applicable MASB Approved Accounting Standards in Malaysia for Entities Other Than Private Entities. 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 2007 as described fully in Note
5.

The financial statements are presented in Ringgit Malaysia (RM) and all values are rounded to the nearest Ringgit except
when otherwise indicated.

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.

In the Company’s separate financial statements, investments in 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.

(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.
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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.

Any excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities represents goodwill. Any excess of the Group’s interest in the 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. It
is measured at the minorities’ share of the fair value of the subsidiaries’ identifiable assets and liabilities at the
acquisition date and the minorities’ share of changes in the subsidiaries’ equity since then.
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 therefrom 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.

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;

(i)  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(e).

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%
Research and development equipment 20%-331/3%

Upon the disposal of an item of property, plant and equipment, the difference between the net disposal proceeds and
the carrying amountis 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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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 recoverable
amount is the higher of an asset’s net selling price and its value in 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 noimpairment loss been recognised. The reversal is recognised in the income statementimmediately,
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
orincome. 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 on 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 receivables

Trade 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.

(iii) Trade payables

Trade 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.
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(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 that
of the Group’s property, plant and equipment depreciation policy. 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.

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,
orwhen 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 of any excess of the acquirer’s interest is the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of the combination.
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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.

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.

(ii) Defined Contribution Plans

As required by law, companies in Malaysia make contributions to the Employees Provident Fund (“EPF”). Such
contributions are recognised as 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.

Foreign Currencies
(i)  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 operates (“the functional currency”). The consolidated financial
statements are presented in Ringgit Malaysia (RM), which is also the Company’s functional currency.

(i)  Foreign Currency Transactions

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s
functional currency (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.
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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 monetary items that
form part of the Group’s net investment in foreign operation. Exchange differences arising on monetary items
that form part of the Group’s net investment in foreign operation, where that 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 form part of
the Group's net investment in foreign operation, where that 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 arising on monetary items that form part of the Company’s net
investment in foreign operation, regardless of the currency of the monetary item, are recognised in the income
statement of the Company’s financial statements or the individual financial statements of 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.

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
2007 2006
RM RM
US Dollars 3.3151 3.5315
Saudi Riyal 0.8859 0.9416
Indonesia Rupiah (100) 0.0352 0.0393

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.
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SHARE CAPITAL
Group and Company
2007 2006
RM RM
Authorised:
Ordinary shares of RM1.00 each
As at beginning of the financial year - 5,000,000
Created during the financial year - 20,000,000
Subdivided into RM0.10 each during the financial year - (25,000,000)
As at end of the financial year - -
Ordinary shares of RM0.10 each
As at beginning of the financial year 25,000,000 =
250,000,000 shares subdivided from RM1.00 each during the financial year - 25,000,000
As at end of the financial year 25,000,000 25,000,000
Issued and paid-up:
Ordinary shares of RM1.00 each
As at beginning of the financial year - 4,285,000
Issued during the financial year - 10,665,000
Subdivided from RM1.00 each to RM0.10 each during the financial year - (14,950,000)
As at end of the financial year - -
Ordinary shares of RM0.10 each
As at beginning of the financial year 20,000,000 -
Subdivided from RM1.00 each to RM0.10 each during the financial year - 14,950,000
Issued during the financial year - 5,050,000
As at end of the financial year 20,000,000 20,000,000
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8. BORROWINGS

Group Company
2007 2006 2007 2006
RM RM RM RM
Current secured:

Term loans 1,951,485 2,407,466 733,333 794,441
Hire purchase 151,390 151,272 151,390 151,272
2,102,875 2,558,738 884,723 945,713

Non-current secured:
Term loans 556,815 2,583,126 556,815 1,229,040
Hire purchase 465,462 134,555 465,462 134,555
1,022,277 2,717,681 1,022,277 1,363,595
3,125,152 5,276,419 1,907,000 2,309,308

Group and Company

2007 2006
RM RM
Hire purchase liabilities
minimum hire purchase payments
- not later than 1 year 166,932 177,408
- later than 1 year and not later than 2 years 151,152 110,348
- later than 2 years and not later than 5 years 357,720 44,759
675,804 332,515
Future finance charges on hire purchase (58,952) (46,688)
Present value of hire purchase 616,852 285,827
Present value of hire purchase liabilities
minimum hire purchase payments
- not later than 1 year 151,390 151,272
- later than 1 year and not later than 2 years 138,048 95,084
- later than 2 years and not later than 5 years 327,414 39,471
616,852 285,827

The term loan is secured by the followings:-

(i)  fixed deposits amounting to RM546,202 (2006: RM529,757);

(ii)  guarantee by ESCROW account amounting to 70% from credit facility;

(i) standby letter of credit amounting to 30% of credit facility;

(iv) acorporate guarantee by the Company;

(v) - assignment of proceeds from a contract between a third party and a subsidiary company;
(vi)-irrevocable letter of instruction and undertaking;

(vii) afacility agreement; and

(viii) joint andseveral guarantees by several directors of the Company.

The term loan bears interest within the range of 7.00% to 16.91% (2006: 7.00% to 16.75%) per annum.

Interest rate on the hire purchase for-the financial year ranges from 4% to 7% (2006: 6% to 8%) per annum.
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Group
COST

Balance as at Write Exchange Balance as at
1.1.2007 Additions off Disposals difference 31.12.2007
RM RM RM RM RM RM
Computer equipment 1,654,424 354,102 (39,646) (5,800) - 1,963,080
Computer software 736,468 54,875 - - - 791,343
Office equipment 580,041 8,570 - (23,000) - 565,611
Furniture and fittings 2,086,386 211,991 - - (53,690) 2,244,687
Office renovation 493,605 - (1,248) - - 492,357
Development assets 17,200 - = - - 17,200
Air-conditioner 276,263 2,150 - - - 278,413
Motor vehicles 996,447 745,669 - (697,316) - 1,044,800
Security operation centre 566,226 - - - - 566,226

Research and
development equipment 2,292,725 2,552,715 - - - 4,845,440
9,699,785 3,930,072 (40,894) (726,116) (53,690) 12,809,157

ACCUMULATED DEPRECIATION

Balance as at Write Exchange Balance as at
1.1.2007 Additions off Disposals  difference 31.12.2007
RM RM RM RM RM RM
Computer equipment 1,247,862 327,391 (37,035) (1,450) - 1,536,768
Computer software 527,510 157,814 - - - 685,324
Office equipment 257,037 97,706 - (19,291) - 335,452
Furniture and fittings 596,727 342,434 - - (8,181) 930,980
Office renovation 97,540 96,975 (229) - - 194,286
Development assets 17,198 - - - - 17,198
Air-conditioner 65,407 54,069 - - - 119,476
Motor vehicles 593,572 (49,571) - (456,565) - 87,436
Security operation centre 273,382 113,246 - - - 386,628
Research and
development equipment 128,007 99,318 - - - 227,325
3,804,242 1,239,382 (37,264) (477,306) (8,181) 4,520,873
CARRYING VALUE Depreciation
2007 2006 2006
RM RM RM
Computer equipment 426,312 406,562 365,786
Computer software 106,019 208,958 270,586
Office equipment 230,159 323,004 101,784
Furniture and fittings 1,313,707 1,489,659 344,903
Office renovation 298,071 396,065 118,987
Development assets 2 2 -
Air-conditioner 158,937 210,856 49,034
Motor vehicles 957,364 402,875 199,289
Security operation centre 179,598 292,844 122,869
Research and development equipment 4,618,115 2,164,718 92,642
8,288,284 5,895,543 1,665,880
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Company
COST
Balance as at Write Balance as at
1.1.2007 Additions off Disposals 31.12.2007
RM RM RM RM RM
Computer equipment 1,654,424 354,102 (39,646) (5,800) 1,963,080
Computer software 736,468 54,875 - - 791,343
Office equipment 580,041 8,570 - (23,000) 565,611
Furniture and fittings 1,551,564 38,340 - - 1,589,904
Office renovation 493,605 - (1,248) - 492,357
Development assets 17,200 - - - 17,200
Air-conditioner 276,263 2,150 - - 278,413
Motor vehicles 996,447 745,669 - (697,316) 1,044,800
Security operation centre 566,226 - - - 566,226
Research and development equipment 2,292,725 2,552,715 - - 4,845,440
9,164,963 3,756,421 (40,894) (726,116) 12,154,374
ACCUMULATED DEPRECIATION

Balance as at Write Balance as at
1.1.2007 Additions off Disposals 31.12.2007
RM RM RM RM RM
Computer equipment 1,247,862 327,391 (37,035) (1,450) 1,536,768
Computer software 527,510 157,815 - - 685,325
Office equipment 257,037 97,706 - (19,291) 335,452
Furniture and fittings 515,224 286,881 - - 802,105
Office renovation 97,540 96,975 (229) - 194,286
Development assets 17,198 - - - 17,198
Air-conditioner 65,407 54,069 - - 119,476
Motor vehicles 593,572 (49,571) - (456,565) 87,436
Security operation centre 273,383 113,245 - - 386,628
Research and development equipment 128,007 99,318 - - 227,325
3,722,740 1,183,829 (37,264) (477,306) 4,391,999
CARRYING VALUE Depreciation
2007 2006 2006
RM RM RM
Computer equipment 426,312 406,562 365,786
Computer software 106,018 208,958 270,586
Office equipment 230,159 323,004 101,784
Furniture and fittings 787,799 1,036,340 289,364
Office renovation 298,071 396,065 118,987
Development assets 2 2 -
Air-conditioner 158,937 210,856 49,034
Motor vehicles 957,364 402,875 199,289
Security operation centre 179,598 292,843 122,870
Research and development equipment 4,618,115 2,164,718 92,642

7,762,375 5,442,223 1,610,342

Included in the property, plant and equipment of the Group and of the Company are motor vehicles with carrying value of
RM699,677 (2006: RM327,427) which were acquired under hire purchase arrangements.

During the financial year, the Group and the Company acquired property, plant and equipment with an aggregate cost of
RM3,930,072 (2006: RM5,086,412) and RM3,756,421 (2006: RM4,717,505) respectively of which RM690,200 (2006: Nil) were
acquired by means of hire purchase arrangements.



NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2007

10.

11.

12.

INVESTMENT IN SUBSIDIARIES

59

SCAN ASSOCIATES BERHAD
annual report 2007

Company
2007 2006
RM RM
Unquoted shares, at cost 376,202 376,202
Group’s
Effective
Name of interest (%) Incorporated
company 2007 2006 Principal activities in
SCAN Crypto-Tech Sdn. Bhd. 100 100 The intended principal activity of Malaysia
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 Nusantara 99 99 The principal activity of the Indonesia

Company is the provision of ICT

Solutions.

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

FIXED DEPOSITS WITH LICENSED BANKS

Fixed deposits amounted to RM5,516,756 (2006: RM6,315,868) of the Group and RM5,516,756 (2006: RM5,786,111) of the
Company are pledged on lien to bank as security for its banking facilities and contract received.

Fixed deposits amounting to RM797,855 (2006: RM2,059,788) of the Company are held in trust under the name of several

directors.
TRADE RECEIVABLES
Group Company

2007 2006 2007 2006
RM RM RM RM
Trade receivables 26,447,283 22,012,877 24,100,306 19,658,214
Allowance for doubtful debts (9,945,420) - (9,945,420) -
16,501,863 22,012,877 14,154,886 19,658,214

The Group undertook an ICT security project worth RM9,945,420 (after deducting foreign exchange loss of RM1,004,580) with
a government of a Middle East country in 2006. This project was duly completed in 2006. However, due to several factors

including a change in the minister in-charge, the Group has not been paid for this amount.

In view of the outstanding period (2006-2007), the Board of Directors has adopted a prudent stance and decided to make
allowance for doubtful debts in respect of this balance.

Notwithstanding this, the Group is actively taking measures to recover the above sum from the Government of the Middle

East country.
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13. OTHER RECEIVABLES

Included in other receivables is an amount due from a company, SCAN Consulting Services Sdn. Bhd. amounting to
RM705,476 (2006: RM735,426) which directors namely Prof. Dato’ Dr. Norbik Bashah bin Idris and Shaharil bin Abdul Malek
have interest.

14. AMOUNT DUE FROM SUBSIDIARIES

The amount due from subsidiaries comprises of:

Company
2007 2006
RM RM
SCAN Crypto-Tech Sdn. Bhd. 8,350 7,670
PT SCAN Nusantara 2,981,578 2,236,896
2,989,928 2,244,566

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

15. TRADE PAYABLES

In the previous financial year, included in trade payables was an amount due to a company, SCAN Consulting Services Sdn.
Bhd. amounting to RM155,913 which directors namely Prof. Dato’ Dr. Norbik Bashah bin Idris and Shaharil bin Abdul Malek
have interest.

16. OTHER PAYABLES

Group Company
2007 2006 2007 2006
RM RM RM RM
Other payables and accruals 1,910,329 1,460,880 1,454,642 1,384,677
1,910,329 1,460,880 1,454,642 1,384,677
17. PROVISION

Provision for bonus:
Group and Company
2007 2006
RM RM
As at 1 January 1,515,942 1,402,475
Additional provision during the financial year - 1,607,500
Utilised during the financial year (1,515,942) (1,494,033)
As at 31 December - 1,515,942

Provision for bonusis in respect of an extra amount of money to be given to staff as a productivity bonus that has been utilised
during the financial year.
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Revenue represents the value of contract income recognised from the projects and the invoiced value of fees received from

services rendered.

COST OF SALES

Cost of services rendered

2007
RM

14,107,543

Group
2006
RM

18,997,108

Company
2007 2006
RM RM

13,678,766 16,296,474

Included in the cost of sales of the Group and of the Company are hire purchase and term loan interests with the amount of
RM4,161 (2006: RM7,003) and RM81,822 (2006: RM22,606) respectively.

OTHER INCOME

Group Company
2007 2006 2007 2006
RM RM RM RM
Fixed deposits interest income 758,769 294,106 748,125 279,636
Other interest income 54,662 143,208 54,662 136,636
Gain on disposal of property, plant and equipment 35,602 - 35,602 -
Others 470,972 387,244 - -
Gain on foreign exchange 72,674 159,591 72,674 -
1,392,679 984,149 911,063 416,272

OTHER OPERATING EXPENSES

Group Company
2007 2006 2007 2006
RM RM RM RM
Allowance for doubtful debts 9,945,420 - 9,945,420 -
Loss on foreign exchange 1,515,023 11,697 1,522,642 11,697
11,460,443 11,697 11,468,062 11,697
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23. FINANCE COSTS

Group Company
2007 2006 2007 2006
RM RM RM RM
Hire purchase interest 38,048 17,877 38,048 17,877
Term loan interest 256,663 419,247 - -
Bank charges 22,937 27,608 21,409 22,825
Other interest 9,243 5,644 3,781 5,644
326,891 470,376 63,238 46,346

24, (LOSS)/PROFIT BEFORE TAXATION

(Loss)/Profit before taxation is determined after charging/(crediting) amongst other items the following:-

Group Company

2007 2006 2007 2006

RM RM RM RM

Allowance for doubtful debts (Note 12) 9,945,420 - 9,945,420 -

Audit fees 30,891 22,300 20,000 14,000

Depreciation 1,239,382 1,665,880 1,183,829 1,610,342
Interest expenses

- hire purchase 42,209 24,880 42,209 24,880

- term loan 338,485 441,853 81,822 22,606

- loss on foreign exchange 1,515,023 11,697 1,522,642 11,697

Property, plant and equipment written off 3,630 88,485 3,630 88,485

Office rental 1,187,399 1,086,345 1,088,225 978,412

Loss on disposal of property, plant and equipment - 2,298 - 2,298

and crediting:
Interest income 813,431 437,314 802,787 416,272
Gain on disposal of property, plant and equipment 35,603 - 35,603 -

Gain on foreign exchange 72,674 159,591 72,674 -
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Group Company
2007 2006 2007 2006
RM RM RM RM
Current year’s provision 37,950 56,501 37,950 56,501
Deferred taxation 125,432 (82,893) - -
Overprovision of taxation in prior year - (103,648) - (103,648)
163,382 (130,040) 37,950 (47,147)

The Group's effective tax rate is higher than the prima facie tax due to income taxes in respect of interest income for the year.
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 RM7,979,215 (2006: RM265,800) and RM2,528,737 (2006: RM831,900) respectively. These amounts are available

to be utilised upon cessation of the tax exempt period.

The numerical reconciliation between the average effective tax rate and statutory tax rate are as follows:-

Group Company
2007 2006 2007 2006
RM RM RM RM
(Loss) / Profit before taxation (10,061,284) 10,537,285 (10,322,825) 10,909,525
Tax at the currentincome
tax rate of 27% (2006: 28%) (2,716,547) 2,950,440 (2,787,163) 3,054,667
Tax effect in respect of:
Overprovision of taxation in prior years - (103,648) - (103,648)
Expenses not deductible for tax purposes 742,089 558,955 538,823 537,621
Deferred tax asset not recognised 203,668 (664,476) 203,668 (664,476)
Tax loss (exempt income) under pioneer status 2,082,622 (2,871,311) 2,082,622 (2,871,311)
Deferred tax assets used during the year (148,450) - - -
163,382 (130,040) 37,950 (47,147)

26. (LOSS)/EARNINGS PER SHARE

(a) Basic (loss) / earnings per share

The basic (loss) / earnings per share is calculated by dividing the Group’s profit attributable to shareholders by the
weighted average number of ordinary shares issued during the financial year.

Group
2007 2006
(Loss) / Profit attributable to shareholders (RM) (10,224,666) 10,667,325
Weighted average number of ordinary shares in issue 200,000,000 153,835,479
Basic (loss) / earnings per share (sen) (5.11) 6.93
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(b) Diluted (loss) / earnings per share

Diluted (loss)/earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary shares. Since the Company has no dilutive potential ordinary shares,
the diluted (loss)/earnings per share has been calculated based on the consolidated loss attributable to shareholders
of RM 10,224,666 (2006: profit of RM10,667,325) divided by the weighted average number of ordinary shares of RM0.10
each in issue of 200,000,000 (2006: 153,835,479).

27. SIGNIFICANT RELATED PARTY TRANSACTIONS

Group and Company

2007 2006

RM RM

Purchases of services from SCAN Consulting Services Sdn. Bhd. - 500,000
Interest income from Philip Mutual Berhad 46,096 80,861
Provision of services to Integrasi Erat Sdn. Bhd. 173,725 -

The nature of the relationship with the related party is as follows:-
Related parties Nature of relationship

SCAN Consulting Services Prof. Dato’ Dr. Norbik Bashah bin Idris and Shaharil bin Abdul Malek are shareholders and
Sdn. Bhd. directors of SCAN Consulting Services Sdn. Bhd..

Philip Mutual Berhad The spouse of Dato’ Aminuddin Baki @ Sabtu bin Esa (shareholder and director of the Company)
holds 30% shareholdings in Philip Mutual Berhad.

Integrasi Erat Sdn. Bhd. Dato’ Aminuddin Baki @ Sabtu bin Esa is a shareholder and director of Integrasi Erat
Sdn. Bhd..

The Directors are of the opinion that all the transactions above have been entered into in the normal course of business and

have been established under terms and conditions that are not materially different from that obtainable in transactions with
unrelated parties.

28. KEY MANAGEMENT PERSONNEL COMPENSATION

The remuneration of directors and other key management during the year was as follows:-

Group Company
2007 2006 2007 2006
RM RM RM RM
Fees 96,000 96,000 96,000 96,000
Salaries, allowances and bonuses,
EPF and SOCSO contributions 1,855,013 1,240,853 1,855,013 1,240,853
Benefitin kind 42,262 17,600 42,262 17,600

1,993,275 1,354,453 1,993,275 1,354,453
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29. STAFF COSTS

Group Company
2007 2006 2007 2006
RM RM RM RM
Salaries, allowances and bonus 8,861,953 8,511,587 8,552,978 8,293,474
EPF contributions 1,298,228 870,794 1,298,228 870,794
SOCSO contributions 89,607 75,006 89,607 75,006
Other staff related expenses 161,083 845,330 161,083 802,218

10,410,871 10,302,717 10,101,896 10,041,492

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 190 (2006: 189) and 179 (2006:
178) respectively.

30. DIRECTORS’ REMUNERATION

Group Company
2007 2006 2007 2006
RM RM RM RM
Executive directors' remuneration:

- fees - - - -
- other emoluments 1,049,836 566,160 1,049,836 566,160
1,049,836 566,160 1,049,836 566,160

Non-executive directors’ remuneration:
- fees 96,000 96,000 96,000 96,000
96,000 96,000 96,000 96,000
Total Directors’ remuneration 1,145,836 662,160 1,145,836 662,160
Estimated money value of benefits in kind 42,262 17,600 42,262 17,600
Total directors’ remuneration including benefits in kind 1,188,098 679,760 1,188,098 679,760

The number of directors of the Company whose total remuneration during the financial year fell within the following bands
is analysed below:-

Number of Directors

2007 2006
Executive directors:
Less than RM 100,000 - -
RM100,001 - RM200,000 1 1
RM200,001 - RM500,000 2 1

Non-executive directors:
Less than RM100,000 4 4
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31. SEGMENTAL REPORTING

MALAYSIA OVERSEAS ELIMINATIONS CONSOLIDATED
2007 2006 2007 2006 2007 2006 2007 2006
RM RM RM RM RM RM RM RM
CONTINUING OPERATIONS
REVENUE
External sales 18,373,851 20391936 6,887,603 17,715,114 - - 25,261,454 38,107,050
TOTAL REVENUE 18,373,851 20,391,936 6,887,603 17,715,114 - - 25,261,454 38,107,050
RESULT
Segment results 6,515,662 10,924,221 6,030,928 9,169,870 - - 12,546,590 20,094,091
Expenses (9,615,596) (4,912,053) (12,665,387) (4,174,377) - - (22,280,983) (9,086,430)
OPERATING (LOSS) / PROFIT (9,734,393) 11,007,661
Finance cost (63,238) (46,346)  (263,653) (424,030 (326,891)  (470,376)
Income tax (37,950) 47,147  (125,432) 82,893 - - (163,382) 130,040
(LOSS) / PROFIT FOR THE FINANCIAL YEAR (10,224,666) 10,667,325

OTHER INFORMATION

Segment assets 49,814,217 49,847,143 3,925,947 18,602,687 (2,989,928) (2,620,768) 50,750,236 65,829,062
CONSOLIDATED TOTAL ASSETS 50,750,236 65,829,062
Segment liabilities 6,243,605 6,386,874 3,768,799  5303,808 (3,031,475) (2,212,161) 6,980,929 9,478,521
CONSOLIDATED TOTAL LIABILITIES 6,980,929 9,478,521
CAPITAL EXPENDITURE - - - = - - - -
DEPRECIATION 1,183,828 1,610,342 55,554 55,538 - - 1,239,382 1,665,880

IMPAIRMENT LOSS - - - - - - - -
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32. FINANCIAL INSTRUMENTS

(a)

Interest rate risk
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The interest rate risk that financial instruments’ values will fluctuate as a result of changes in market interest rates and
the effective weighted average interest rates on classes of financial assets and financial liabilities are as follows:-

GROUP

2007

Financial assets
Fixed deposits with
licensed banks

Financial liabilities
Term loan
Hire purchase

2006

Financial assets
Fixed deposits with
licensed banks

Financial liabilities
Term loan
Hire purchase

COMPANY
2007

Financial assets
Fixed deposits with
licensed banks

Financial liabilities
Term loan
Hire purchase

2006

Financial assets
Fixed deposits with
licensed banks

Financial liabilities
Term loan
Hire purchase

Less than
1year
RM

13,767,053

1,951,485
151,390

25,679,763

2,414,337
151,272

13,767,053

733,333
151,390

25,679,763

801,311
151,272

1to 2 years
RM

5,516,756

556,815
138,048

6,315,868

1,816,601
95,084

5,516,756

556,815
138,048

5,786,111

733,333
95,084

2to 5 years
RM

327,414

759,654
39,471

327,414

488,837
39,471

More than
5 years
RM

Effective

interest rate
during the

Total financial year
RM %

19,283,809 2.00-3.35

2,508,300 7.00-16.91
616,852 4.00-7.24

31,995,631 2.00-3.70

4,990,592 7.00-16.75
285,827 6.00-7.26

19,283,809 2.00-3.35

1,290,148 7.00-12.95
616,852 4.00-7.24

31,465,874 2.00-3.70

2,023,481 7.00-16.75
285,827 6.00-7.26
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(b) Creditrisk
The Group’s credit risk is primarily attributable to trade receivables. The Group trades only with recognised and
creditworthy third parties. In addition, receivable balances are monitored on an ongoing basis and the Group'’s exposure
to bad debts is not significant.

(c) Fairvalues

The carrying amount for financial assets and liabilities with maturity of less than one year are assumed to approximate
their fair values.

The carrying amount of financial assets and liabilities with maturity of more than one year at the balance sheet date
are set out below:-

Group Company
Carrying Fair Carrying Fair
Amount Values Amount Values
RM RM RM RM
Borrowings
-Term Loan 556,815 517,590 556,815 517,590
- Hire Purchase 465,462 428,494 465,462 428,494

In estimating the fair values of non-current trade creditors, borrowings, loan from related party and loan to a subsidiary,
the discounted cash flow method was applied using current market interest rates available to the Group.
33. 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
Income statement
Other income 984,149 824,558 - -
Finance cost 470,376 322,482 46,346 58,043

Other operating expenses 11,697 - 11,697 -
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NOTICE IS HEREBY GIVEN that the Seventh Annual General Meeting of SCAN ASSOCIATES BERHAD will be held at Ballroom 2,
Level 1, Corus Hotel Kuala Lumpur, Jalan Ampang, 50450 Kuala Lumpur on Wednesday, 25 June 2008 at 10.30 a.m. for the following
purposes:

AGENDA

As Ordinary Business

1.

To receive the Audited Financial Statements for the financial year ended 31 December 2007 together
with the Reports of Directors and Auditors thereon.

To re-elect the following Directors, who retire pursuant to Article 88 of the Articles of Association of the
Company:

2.1 Prof. Dato’ Dr. Norbik Bashah bin Idris

2.2 Lt.Gen. (R) Raja Dato’ Abdul Rashid bin Raja Badiozaman

To re-elect the Director, Encik Jamil Hajar bin Abdul Muttalib, who retires pursuant to Article 81 of the
Articles of Association of the Company.

To approve the sum of RM96,000 being the Directors’ Fees for the financial year ended 31 December
2007.

To re-appoint Messrs. Khairuddin Hasyudeen & Razi as Auditors of the Company and to authorise the
Directors to fix their remuneration.

As Special Business

6.

To consider and, if thought fit, pass the following resolutions:

6.1 AUTHORITY TO ALLOT SHARES PURSUANT TO SECTION 132D OF THE COMPANIES ACT,
1965

“THAT pursuant to Section 132D of the Companies Act, 1965, the Directors be and are hereby
empowered to allot and issue shares in the Company, at any time, at such price, until the conclusion
of the next Annual General Meeting and upon such terms and conditions and for such purposes
as the Directors may, in their absolute discretion, deem fit, provided that the aggregate number
of shares does not exceed 10% of the issued share capital of the Company at the time of issue
and THAT the Directors be and are also empowered to obtain the approval for the listing of and
quotation for the additional shares so issued, subject to the Companies Act, 1965, the Articles of
Association of the Company and approval from the Bursa Malaysia Securities Berhad and other
relevant bodies where such approval is necessary.”

6.2 PROPOSED RENEWAL OF SHAREHOLDERS’ MANDATE FOR RECURRENT RELATED PARTY
TRANSACTIONS OF A REVENUE OR TRADING NATURE

“THAT subject to the Listing Requirements of the Bursa Malaysia Securities Berhad for the MESDAQ
Market, approval be and are hereby given to the Company and/or its subsidiaries for the renewal
of the existing mandate from the shareholders of the Company to enter into all arrangements
and/or transactions involving the interests of Directors, major shareholders or persons connected
with the Directors and/or major shareholders of the Company and/or its subsidiaries, as set out in
Section 2.3 of the Circular to Shareholders dated 3 June 2008, which are necessary for day-to-day
operations of the Company and/or its subsidiaries (“Shareholders’ Mandate”), provided that:

(i)  thetransactions are in the ordinary course of business and are on normal commercial terms
not more favourable to the related party than those generally available to the public and
are not to the detriment of the minority shareholders of the Company; and

Ordinary
Resolution 1

Ordinary
Resolution 2

Ordinary
Resolution 3

Ordinary
Resolution 4

Ordinary
Resolution 5

Ordinary
Resolution 6

Ordinary
Resolution 7
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(ii)  theshareholders’'mandate is subject to annual renewal and disclosure is made in the annual
report of the aggregate value of the transactions conducted pursuant to the Shareholders’
Mandate during the financial year; and

THAT the authority conferred by such Shareholders’Mandate shall continue to be in force until:

(@)  the conclusion of the next Annual General Meeting ("AGM”) of the Company following this
Seventh AGM, at which time it will lapse, unless by a resolution passed at the said AGM, such
authority is renewed; or

(b)  the expiration of the period within which the next AGM of the Company is required to be
held pursuant to Section 143(1) of the Companies Act, 1965 (“the Act”) (but shall not extend
to such extension as may be allowed pursuant to Section 143(2) of the Act); or

(c)  revoked or varied by resolution passed by the shareholders in a general meeting,
whichever is the earlier.

AND THAT the Directors be and are hereby authorised to complete and do all such acts and things
as they may consider expedient or necessary (including executing such documents as may be
required) to give effect to the Shareholders’ Mandate contemplated and/or authorised by this
Ordinary Resolution.”

BY ORDER OF THE BOARD

MOHAMED FAIZAL BIN KASIM @ ABDUL AZIZ (LS 006978)
MAH LI CHEN (MAICSA 7022751)
TAN FONG SHIAN @ LIM FONG SHIAN (MAICSA 7023187)

COMPANY SECRETARIES

Kuala Lumpur
3 June 2008

Notes:

1. A member entitled to attend and vote at the meeting is entitled to appoint a proxy or proxies to attend and vote in his/her
stead. If a member appoints two (2) proxies, the appointment shall be invalid unless he/she specifies the proportion of
his/her holdings to be represented by each proxy. A proxy may but need not be a member of the Company. If the proxy
is not a member, he/she need not be an advocate, an approved company auditor or a person approved by the Registrar of
Companies.

2. The instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney or if such appointor is
a corporation under its common seal or the hands of its attorney.

3. Theinstrumentappointing a proxy must be deposited at the Registered Office at Level 8, Menara Naluri, 161-B, Jalan Ampang,
50450 Kuala Lumpur not less than forty-eight (48) hours before the time for the holding of the Annual General Meeting or
any adjournment thereof.
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Explanatory Note on the Special Business

Ordinary Resolution 6
Authority to Allot Shares pursuant to Section 132D of the Companies Act, 1965

The proposed Ordinary Resolution 6, if passed, will empower the Directors of the Company, from the date of the Annual General
Meeting, to issue shares (other than bonus or rights issue) of the Company up to and not exceeding in total 10% of the issued share
capital of the Company at the time of issue for such purpose as they considered would be in the best interest of the Company. This
authority, unless revoked or varied at a general meeting, will expire at the next Annual General Meeting of the Company.

Ordinary Resolution 7
Proposed Renewal of Shareholders’ Mandate for Recurrent Related Party Transactions of a Revenue or Trading Nature

The proposed Ordinary Resolution 7, if passed, will allow the Company and/or its subsidiaries to enter into recurrent related party
transactions of a revenue or trading nature and in the ordinary course of business which are necessary for the day-to-day operations.
The details of this proposal are set out in the Circular to Shareholders dated 3 June 2008.
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1.  Directors standing for re-election
In accordance with Article 88 of the Company'’s Articles of Association, at least one-third of the Directors for the time being
shall retire from Office provided that all Directors shall retire from office once at least in every three years but shall be eligible
for re-election.
The Directors who are standing for re-election at the Seventh Annual General Meeting of the Company are as follows:-
i Prof. Dato’ Dr. Norbik Bashah bin Idris
ii. Lt. Gen. (R) Raja Dato’ Abdul Rashid bin Raja Badiozaman

2.  Details of attendance of Directors at Board Meetings

A total of six (6) Boards Meetings were held during the financial year ended 31 December 2007. Details of attendance of
Directors holding office during the financial year are as follows:

Directors Attendance
Datuk Ir. Mohamed Al Amin bin Abdul Majid 6/6
(Resigned on 27 May 2008)
Lt. Gen. (R) Raja Dato’ Abdul Rashid bin Raja Badiozaman 6/6
Dato’ Aminuddin Baki @ Sabtu bin Esa 5/6
Prof. Dato’ Dr. Norbik Bashah bin Idris 6/6
Dato’Nasri bin Nasrun 6/6
*Jamil Hajar bin Abdul Muttalib 1/2
**Shaharil bin Abdul Malek 5/6
***Farizal bin Zainudin 1/2

*  Appointed as Director w.e.f. 29 October 2007
**  Alternate Director to Prof. Dato’ Dr. Norbik Bashah bin Idris
*** Alternate Director to Jamil Hajar bin Abdul Muttalib

3. The place, date and time of the meeting
The Seventh Annual General Meeting of SCAN ASSOCIATES BERHAD will be held at Ballroom 2, Level 1, Corus Hotel Kuala
Lumpur, Jalan Ampang, 50450 Kuala Lumpur on Wednesday, 25 June 2008 at 10.30am.

4.  Further details of Directors who are standing for re-election
Further details of the Directors who are standing for re-election are set out in the “Profile of Directors” (pages 6 to 8 of this
Annual Report); while their securities in the Company and its subsidiaries (where applicable) are set out in the “Analysis of

Shareholdings - Directors’ Shareholdings” (page 5 of this Annual Report).

No notice of nomination has been received todate from any member nominating any individual for election as a Director at the
Annual General Meeting of the Company.
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*1/We NRIC No./Company No

(FULL NAME IN BLOCK CAPITALS)
of

(FULL ADDRESS)

being a member/members of SCAN ASSOCIATES BERHAD (525669-P), hereby appoint

(FULL NAME IN BLOCK CAPITALS)

NRIC No. of p
(FULL ADDRESS)

or failing *him/her, '
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Annual General Meeting of the Company to be held at Ballroom 2, Level 1, Corus Hotel Kuala Lumpur, Jalan Ampang, 50450
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not be an advocate, an approved company auditor or a person approved by the Registrar of Companies.

2. The instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney or if such appointor is a
corporation under its common seal or the hands of its attorney.

3. Theinstrument appointing a proxy must be deposited at the Registered Office at Level 8, Menara Naluri, 161-B, Jalan Ampang, 50450
Kuala Lumpur not less than forty-eight (48) hours before the time for the holding of the Annual General Meeting or any adjournment
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