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QUARTERLY REPORT

(A)
Notes to the Interim Financial Statements (FRS 134)

1. Basis of preparation and accounting policies
This interim report is prepared in accordance with Financial Reporting Standards ('FRS') 134 "Interim Financial Reporting" and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad ('BMSB'), and should be read in conjunction with the annual financial report for the financial year ended 31 December 2008.

The accounting policies and presentation applied for the interim financial statements are consistent with those applied for the annual financial statements for the financial year ended 31st December, 2008. 
2. Audit qualification of preceding annual financial statements
With reference to the audited accounts for financial year ended 31st December 2008, the auditors reported the following:-

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 those risk assessments, we consider internal control relevant to the Company's 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 of expressing an opinion on the effectiveness of the Company's internal control. An 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.

Opinion

1.
As stated in paragraph (i) in Note 2.1 to the financial statements, the Group and the Company incurred a net loss of RM8,701,000 and RM6,180,000 during the financial year ended 31st December, 2008. As of that date, the shareholders' equity of the Group and the Company were in deficit of RM101,393,000 and RM34,262,000, respectively, and the current liabilities of the Group and of the Company exceeded their current assets by RM105,227,000 and RM34,262,000 respectively. As of 31st December, 2008, the Group and the Company have been experiencing difficulties in settling their obligations as they fall due and have also defaulted on the repayment of certain bank borrowings as stated in Note 30 to the financial statements.

2.
As stated in paragraph (i) in Note 2.1 to the financial statements, there are multiple uncertainties that may affect the ability of the Group and the Company to obtain continued financial support from the lenders in the form of borrowing facilities, to generate sufficient cash inflows to sustain their operations and implementation of projects, and to obtain the outstanding approvals of the shareholders and relevant authorities for the implementation of proposals, as described in Note 2.1(ii) to the financial statements.

3.
We have reviewed the consolidated cash flow forecast for the financial year ending 31st December, 2009 of the Group, prepared in conjunction with the submission to the Securities Commission in connection with the Proposed Restructuring Scheme, set out in Note 2.1(ii) to the financial statements. The basis of this cash flow presumes that the Group and the Company will continue to receive financial support from their shareholders, bankers and creditors, the improvement of future operating results and the successful implementation of the corporate and debt restructuring exercises. Should any of the above underlying assumptions be negated or substantially altered, the going concern basis for the preparation of the financial statements will no longer be appropriate.

4.
In view of the matters set out in paragraphs 1 to 3 above, there is substantial doubt on the appropriateness of preparing the financial statements of the Group and the Company on the going concern basis. If the Group and the Company are not able to continue as going concerns, adjustments would have to be made to reduce the value of assets to their recoverable amounts, to provide for any further liabilities which might arise, and to reclassify the non-current assets and non-current liabilities as current assets and current liabilities respectively.

5.
As stated in Note 30 to the financial statements, the subsidiaries have defaulted on certain bank borrowings as at 31st December, 2008 for which the Company has provided the corporate guarantees, as described in Note 29(b). Most of these liabilities pertaining to the corporate guarantee have already been reflected in the consolidated financial statements of the Group. However, the net exposure of the Company to these corporate guarantees as a result of the default has yet been quantified, and as such, the Company has not provided for the liabilities arising from these corporate guarantees.

6.
As stated in Note 5 to the financial statements, the auditors’ reports on the financial statements of certain subsidiaries were subject to qualifications and included comments made under subsection (3) of Section 174 of the Act .

7.
A subsidiary company in the Group, Lityan (Philippines) Inc., have been placed under voluntary liquidation in the current financial year, of which the net deficit differences arising from the deconsolidation is estimated to be approximately RM19,656,000. As disclosed in the Consolidated Statement of Changes in Equity and Note 33 to the financial statements for the year ended 31st December, 2008, the impact of the deconsolidation was recognized retrospectively by restating the comparative amounts for the financial year ended 31st December, 2007.

We are of the opinion that the treatment of this deficit differences do not comply with FRS 108, “Accounting Policies, Changes in Accounting Estimates and Errors”.

In view of the significance of the matter referred to in the preceding paragraphs, we do not express an opinion as to whether the financial statements are 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 31st December, 2008 and of their financial performance and cash flows for the year then ended.
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 have been properly kept in accordance with the provisions of the Act.

(b)
The names of the subsidiaries of which we have not acted as auditors are indicated in Note 5 to the financial statements. We have considered the financial statements of these subsidiaries and the auditors’ report thereon.

(c)
Except for the matters stated in paragraphs 1 to 7, above, we are satisfied that the financial statements of the subsidiaries that have been consolidated with the Company’s financial statements 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.

3
Seasonality and cyclicality of operations


The Group's business operations were not materially affected by any seasonal or cyclical factors.

4
Unusual items
There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence for the quarter under review.

5
Changes in estimates
There were no changes in estimates of amounts reported in prior financial years, which have a material effect in the quarter under review.

6
Debt and equity securities
The Group was not involved in any issuance, cancellation, repurchase, resale and repayment of debt and equity securities during the quarter under review.

7
Dividends

No dividends have been declared and paid during the quarter under review.

8
Segmental reporting

Segmental reporting for the financial year to date is as follows:

Primary reporting format - business segments
	
	Telecommunication Equipment & Services

RM ‘000
	
	Information Technology

RM ‘000
	
	Investment Holding And Others

RM ’000
	
	Total

RM ‘000

	Revenue
	
	
	
	
	
	
	

	Total Revenue
	2,064
	
	26,351
	
	(3)
	
	      28,412

	Inter Segment Revenue
	
	
	
	
	
	
	

	External Revenue
	2,064
	
	26,351
	
	(3)
	
	28,412

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Profit from operations before depreciation, amortization and other expenses
	(680)
	
	6,513
	
	(1,099)
	
	        4,734

	Depreciation
	(111)
	
	(164)
	
	(13)
	
	(288)

	
	
	
	
	
	
	
	

	Other expenses
	
	
	
	
	
	
	

	Unrealised foreign exchange gain
	
	
	
	
	
	
	-

	Impairment, allowances and write back
	
	
	
	
	
	
	-

	Profit / (loss) from operations
	(791)
	
	6,349
	
	(1,112)
	
	4,446

	
	
	
	
	
	
	
	

	Finance cost – interest expense
	(1)
	
	(1,266)
	
	(3,571)
	
	(4,838)

	Profit from ordinary activities before taxation
	
	
	
	
	
	
	(392)

	Taxation
	-
	
	-
	
	-
	
	(10)

	Profit from ordinary activities after taxation
	
	
	
	
	
	
	(402)

	Minority interest
	
	
	
	
	
	
	(6)

	Net profit attributable to equity holders for the financial periods
	
	
	
	
	
	
	(396)


9
Valuation of property, plant and equipment
The valuations of all property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2008.
10
Subsequent events
There were no material events subsequent to the end of the period under review that have not been reflected in the interim financial statement for the said period.

11
Changes in the composition of the Group
There were no material change in the composition of the Group for the current quarter ended 30 June 2009.

12
Changes in contingent liabilities and contingent assets

(A) There were no contingent assets for the quarter under review.

(B) The changes in the Group's contingent liabilities since 30 June 2009 are as follows:

(a) Bank guarantees issued to mainly trade customers increased from RM 5,609,923 to RM 6,011,914.99 as at 30 June 2009.
(b) A Restraining Order (“RO”) was applied for and granted by the High Court on 9 January 2008 for the company and nineteen (19) of its West Malaysian Subsidiaries for 90 days commencing from 9 January 2008 to 8 April 2008. 
The aforesaid RO was applied for in order to facilitate the Proposed Restructuring Scheme as announced on 4 April 2008. The High Court had on 17 July 2009 had granted a further extension to the RO for a period of 180 days effective 2 August 2009 to 2 February 2010 (both dates inclusive) pursuant to Section 176 (10) of the Act.

(c) A third party initiated legal action claiming damages amounting to RM23,074,000 or alternatively USD2 million (approximately RM6.5 million) against the Company arising from an alleged breach of condition precedent contained in a Subscription and Shareholders Agreement.  The Parties have been directed to prepare the required documents for the trial namely, the Bundles of Documents, Statement of Agreed and Non-Agreed Facts, List of Issues To Be Tried etc. The matter has been fixed for Trial on 14 August 2009.
The Directors, based on the legal opinion received, are of the view that the Company  has reasonably good defense on the claims and that no material losses are expected to arise.

(d) A third party has initiated legal proceedings against two (2) subsidiaries for alleged claims on two (2) contract with the sums of RM253,423 and RM550,000 respectively. A writ of summons and statement of claim dated 10 January 2005 was served on both companies on 21 February 2005. The Court had fixed the submission of Written Submission by the third party and two subsidiaries on 8 May 2007 and 29 May 2007  respectively,  The reply to the subsidiaries' Written Submission by the third party was fixed on 11 June 2007. The clarification and decision on the matter was fixed on 22 June 2007.  The plaintiff's application was dismissed on 22 June 2007.  The plaintiff applied to the Court for amending the writ and statement of claim and the hearing has been fixed on 1 November 2007. The court has allowed the third party's application to amend the Statement of Claim.  The matter is being amicably settled between the parties. 

(f) A third party has initiated legal proceedings against a subsidiary for the claim of RM115,000 and interest being delivery of software and services rendered. The third party has applied to amend the Summons and Statement of Claim.  The matter was struck off on 17 July 2008 as counsels for the plaintiff failed to be present in court. Plaintiff is trying to reinstate suit. The next mention date is fixed on 8 September 2009.
The Directors, based on the legal opinion received, are of the view that the subsidiary has good defense on the claim.

(g) A third party has initiated a legal proceeding against a subsidiary. The writ of summons dated 30 March 2005 and Statement of Claim were served on 26 April 2005 claiming for the following:



  
(a) The principal sum of USD13,542,083 calculated as at 8 October 2004




(b) Overdue profit sum of USD742,185 calculated as at 8 October 2004

(c) Profit at the rate of 2% over and above of the third party's cost of funds over a    period of 6 months calculated on the sum of USD13,542,083 from 8 October 2004 until the date of full settlement.

(d) Costs of the action on a full indemnity basis to be paid by the subsidiary and the Company




(e)  Further and other relief that may be deemed fit and judge by the Court

The defense was filed on 20 May 2005. The reply of the plaintiff was filled on 13 September 2005. The plaintiff has filed the Amended Writ of Summons and Statement of Claim and the Deputy Registrar has on 29 November 2007 allowed the plaintiff's application. Awaiting the extraction of draft order from the court.

In accordance to the legal opinion received, the Company has an arguable case in that since the equipment was purchased in the Philippines, the forum of jurisdiction shall be in the Philippines.


( h )
A third party has initiated a legal proceeding against a subsidiary and the Company for a sum of RM453,548 as at 14 October 2004 with interest at 3.5% per annum above the prevailing Base lending Rate from 15 October 2004 until full settlement, legal costs and any other relief, order or judgements given by the Courts. The Writ of Summons together with the Statement of Claim dated 25 November 2004 was served on the companies. Summary Judgement for the sum of RM453,548 had been obtained but the quantum of interest shall be tried in open Court.  Both parties have appealed and the case was heard on 7 January 2008. Summary Judgement with cost was obtained against the Company.



( i )
A third party has initiated a legal proceeding against a subsidiary and the Company for a sum of RM226,796 as at 14 October 2004 with interest at 3.5% per annum above the prevailing Base lending Rate from 15 October 2004 until full settlement, legal costs and any other relief, order or judgements given by the Courts. The Writ of Summons together with the Statement of Claim dated 25 November 2004 was served on the companies. Summary Judgement for the sum of RM226,796 with cost had been obtained on 15 August 2007. The other party has not enforced proceeding against us.


 ( j )
On 14 September 2005,  a third party initiated legal action against the Company for the recovery of RM476,132.66 together with interest and cost pursuant to the professional fees incurred for the Company’s corporate exercises. The defence and counter-claim was filed on 16 March 2007 and its reply was filed on 27 April 2007.  The hearing of Application to Amend was fixed on 18 September 2007. The Case Management is fixed on 17 August 2009.

The Board is of the opinion that the case has a weak defense and is working towards settling the matter amicably.



( k )
On 18 July 2005, a third party has instituted legal proceedings against the Company for the sum of RM1,097,907.22 as at 31 May 2005 and bank guarantee RM11,455.19, interest at 2.5% per annum above the bank's base lending rate from 1 June 2005, legal cost and other relief.  A statement of defence was filed on 25 August 2005.  The third party filed an application for summary judgement on 6 April 2007 and obtained Summary Judgement with costs.  The Company has filed an appeal and the hearing date has been fixed on 10 September 2009.
Based on the legal opinion received, the Directors are of the opinion that the Company has a weak defence and is working towards settling the matter amicably.

13  Material Litigation
A third party has initiated legal action against a subsidiary claiming for compensation  of RM1,354,768 arising from an early termination of a consultancy contract. A letter of demand was issued on 23 December 2003 to the subsidiary, followed by a notice pursuant to Section 218(2)(a) of the Companies Act , 1965 dated 31 December 2003 but the notice was void through irregular service. Both parties have reached a consensus to refer the case for arbitration and have executed the arbitration agreement on 23 July 2004. Under the agreement, the parties agree that each party’s claim is limited to a maximum of RM1,000,000 only. The third party decided to terminate the Arbitration Agreement on 27 September 2004 and proceeded with a civil suit.  On 16 December 2004, the subsidiary was served a writ of summon and statement of claim, both dated 13 October 2004.  Subsequent to the dismissal of the subsidiary's application for a stay of proceeding on 22 January 2007, the third party's application for Summary Judgement under Order 14 had been dismissed by the Court on 17 May 2007.  The Plaintiff filed an appeal to the Judge in Chambers and the Court has fixed that both parties to file in Submissions by 10 November 2007. The matter is now adjourned to 4 February 2010 for mention.
