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EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTI NG
STANDARD (*FRS”) 134 INTERIM FINANCIAL REPORTING

BASIS OF PREPARATION

The report of Extol MSC Berhad EXxtol MSC” or “Company’) and its
subsidiaries Extol MSC Group” or “Group”) is unaudited and has been
prepared in accordance with requirements of tharkial Reporting Standard
(FRS) 134 : “Interim Financial Reporting” issued the Malaysian Accounting
Standards Board KASB”), Rule 9.22 and Appendix 9B of the Listing
Requirements of Bursa Malaysia Securities Berh&iiga Securities) for the
ACE Market and should be read in conjunction with Group’s audited financial
statements for the financial year endefME”) 30 September 2009.

The accounting policies and methods of computattipted in the preparation of
the interim financial statements are consistenhhbse used in the preparation
of last audited financial statements for the FYESgéptember 2009.

AUDIT REPORT ON THE PRECEDING ANNUAL FINANCIAL
STATEMENTS

The audit report on the preceding annual finanstatements for the FYE 30
September 2009 was not subject to any qualification

SEASONALLY OR CYCLICAL FACTORS OF INTERIM OPERA TIONS

The Group’s operations are not materially affedbgdany major seasonal or
cyclical factors during the financial quarter undeview and current financial
year-to-date.

UNUSUAL ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY , NET
INCOME OR CASH FLOWS

During the current financial quarter under reviewd dhe current financial year-
to-date, there are no unusual significant itemewents that arose, which affected
the assets, liabilities, equity, net income or dishs.

MATERIAL CHANGE IN ESTIMATES

There were no material changes in estimates that had material effect on the
current financial quarter under review and finahgear-to-date results.

ISSUANCES, CANCELLATIONS, REPURCHASE, RESALE AND
REPAYMENTS OF DEBT AND EQUITY SECURITIES

There were no issuance, cancellations, repurcheesssdle and repayments of debt
and equity securities held as treasury sharessata®f treasury shares during the
current financial quarter under review and theenfrfinancial year-to-date.
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VALUATION OF PROPERTY, PLANT AND EQUIPMENT

There were no revaluation of property, plant andiggent during the financial
guarter under review and financial year-to-date.

As at 30 June 2010, all property, plant and equipimeere stated at cost less
accumulated depreciation.

DIVIDEND

No interim nor final ordinary dividend has been ldesd, recommended or paid
during the financial quarter under review and tharicial year-to-date.

SEGMENTAL INFORMATION

Extol MSC Group is a one-stop Information and Comivations Technology
(“ICT”) security solutions provider offering a comprebise spectrum of ICT
security products and solutions to counter ICT ggcthreats.

The Group offers ICT security products and soldi®uch as hardware and
software security solutions, consultancy, foremsigearch and education known
as Managed Security SolutionSS”).

The Group also offers security-enhanced enterpigdications solutions known
as Secured Enterprise ApplicationSEA”) which is included undeDTHERS.

The segmental revenue and results of the Groupsaf@lows :-

Current financial quarter

ended 30 June 2010 MSS OTHERS TOTAL

RM’000 RM’000 RM’000
Revenue 3,593 91 3,684
(Loss)/Profit from operations (424) 60 *(364)

Year to date
MSS OTHERS TOTAL
RM'000 RM’000 RM'000
Revenue 7,698 102 7,800
(Loss)/Profit from operations (1,995) 53 *(1,942)

Note:* Does not include other income, interest income and expenses of the Group.

No segmental reporting has been prepared for gpbiga segments as the
Group’s revenue is derived predominantly in Malaysi
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MATERIAL EVENTS SUBSEQUENT TO THE CURRENT FINA NCIAL
QUARTER

There were no material events subsequent to theoérite current financial
quarter under review and financial year-to-date s not been reflected in the
interim financial statements.

CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of thau@during the current quarter
under review and financial year-to-date.

CONTINGENT LIABILITIES OR CONTINGENT ASSETS

There were no changes in the contingent liabilidied contingent assets since the
last FYE 30 September 2009.

CAPITAL COMMITMENTS

There are no changes in capital commitments fronO6tbber 2009 to 30 June
2010.

There are no capital commitments in the interinafficial statement as at 30 June
2010.

ADDITIONAL INFORMATION REQUIRED BY BURSA SECURIT IES

REVIEW OF PERFORMANCE FOR THE FINANCIAL QU ARTER
ENDED 30 JUNE 2010

For the current quarter under review, the Groupnded revenue approximately
of RM3.684 million, a decrease @ipproximately 38.32% from approximately
RM5.973 million recorded in the three (3) monthslexh 30 June 2009. Further,
the Group recorded a LBT of approximately RMO.12illiom for the current
guarter under review as compared to PBT of appratélp RM0.055 million
recorded in the three (3) months ended 30 June. 20@9decline in revenue was
mainly attributable to the increase in market catitipa and reduction in sales to
dealers.

For the nine (9) months to 30 June 2010, the Greaprded a consolidated LBT
of approximately RM1.676 million on the back of eewe of approximately
RM7.800 million. During the corresponding periodtleé preceding financial year,
the Group recorded a consolidated LBT of approx@iya®M2.605 million on the
back of revenue of approximately RM12.377 milliddespite the reduction in
revenue, The Group’s shown an improvement of grpesit margin by
approximately 16.38 percentage points from the dnigdale of solutions which
carries higher margin and reduction in operatingixsuch as marketing and staff
expenses.
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COMPARISON OF CURRENT FINANCIAL QUARTER RESULTS WITH
THE PRECEDING QUARTER

For the financial quarter under review, the Grougcorded revenue of
approximately RM3.684 million. The Group’s revenwn increased by
approximately 80.06% as compared with the Groupigmnue recorded in the
previous quarter ended 31 March 2010 of approxilp&m2.046 million.

Further, the Group recorder a LBT of approximatBM0.127 million for the
current quarter under review as compared with treu@s LBT recorded in the
previous quarter ended 31 March 2010 of approxiiypd@®10.626 million. This
was attributable to the increase in revenue andctexh in operating costs such as
staff expenses.

PROSPECTS FOR THE CURRENT FINANCIAL YEAR

The Group will remain focused on its technologyoduct development, service
enhancement, and targeting more on overseas matkdtgther enhance the
reach of the Group sales network and performance.

VARIANCE ON PROFIT FORECAST AND PROFIT GUARANTE E

Not applicable as no profit forecast or profit gugee was published.
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TAXATION
Income tax expense comprises the followings:

Current  Preceding year
quarter ended  corresponding
period ended

30 30
June June
2010 2009
RM’000 RM’000

In respect of the

current period

Income tax (5) -
Deferred tax 64 204
Total 59 204

The Company was granted Pioneer Status in principider the Promotion of
Investments (Amendment) Act, 1986 by the Ministfylrdernational Trade and
Industry. The approved pioneer status was gramefl years period commencing
from 27 September 2004. The Company submitted aficapion to Multimedia
Development CorporatiofNIDEC” ) for an extension of the pioneer status in
August 2009 and approval was granted in 11 May Z0L@nother 5 years. The
company was granted the MSC status on 8 Septerdbdr 2

The Group’s current effective tax rate is thus Ipw&an the Malaysian Statutory
tax rate of 25%.

Income tax of RM5,346 for the financial current geaended 30 June 2010 was
provided on chargeable / taxable income of its islidny.

The deferred tax liabilities are provided on theperary differences arising from
the subsidiary company’s property, plant and eqgeipnand product development
expenditure. For the financial quarter to date umdeiew, there is write back of
RM63,964 due to reversal of deferred tax liabiitie

PROFIT ON SALE OF UNQUOTED INVESTMENT AND/OR
PROPERTIES

There was no sale of unquoted investment and fapepties during the current
financial quarter under review and current finahg&ar-to-date.

PURCHASE AND DISPOSAL OF QUOTED SECURITIES

There was no purchase or disposal of quoted sisudtiring the current financial
quarter under review and current financial yeadte.
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STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT NOT
COMPLETED

There were no other corporate proposals announgeddi completed as at the
date of this report.

STATUS OF UTILISATION OF PROCEEDS

The Initial Public Offering (“IPO”) was completech 0 March 2006. As at 30
June 2010, the Company has fully utilised the pedseaised from the IPO.

GROUP BORROWINGS AND DEBT SECURITIES

Particulars of the Group’s borrowings denominatedRinggit Malaysia as at
current financial period ended 30 June 2010 andique FYE 30 September
2009 are as follows:
As at As at
30 Jun 2010 30 Sep 2009
RM’000 RM’000
Short term borrowings

Bank overdraft - secured - 736
Bills payable - secured 547 1,654
Hire purchase creditor - secured 40 40
Lease creditor - secured 361 361
Term loan - secured 76 72

Long term borrowings

Hire purchase - secured 7 37
Lease creditor - secured 233 503
Term loan - secured 82 142
Total Borrowings 1,346 3,545

OFF BALANCE SHEET FINANCIAL INSTRUMENTS
There were no off balance sheet financial instrumas at the date of this report.

MATERIAL LITIGATION

There were no material litigation (including stataé any pending material
litigation) since the last annual balance sheet dptto the date of this report.
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B13. EARNINGS OR LOSS PER SHARE
(@ Basic earnings per share

The basic earnings per share for the current fiahgoarter and current
financial quarter to date are computed as follows:

Current
financial Year
quarter ended| to-date ended
30 June 30 June
2010 2010
Net Loss attributable to equity 76 1,577
holders of the Company
(RM’000)
Weighted average number pf 104,400 104,400
ordinary shares of RM0.10 in
issue (‘000)
Basic loss per ordinary shargs 0.07 151
(sen)

(b) Fully diluted earnings per share

Not applicable. As at the financial quarter endé€d J8ine 2010, the
Company has not granted any employees’ share @ptmmm issued
securities that have dilutive effects on the Comfsaexisting shares in
issue.

B14. AUTHORISATION FOR ISSUE

The interim financial statements were authoriseddsue on 26 August 2010 in
accordance with resolution of the board of dirextor



