ISS CONSULTING SOLUTIONS BERHAD (“ISS”)
QUARTERLY REPORT ON CONSOLIDATED RESULTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2008

A

Al.

EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING S TANDARDS
(‘FRS") 134

Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance
with FRS 134 - Interim Financial Reporting issued by the Malaysian Accounting
Standards Board (“MASB”), and Paragraph 9.22 of the Listing Requirements of Bursa
Malaysia Securities Berhad (“Bursa Securities ") for the MESDAQ Market.

The interim financial report should be read in conjunction with the audited financial
statements of the Company for the financial year ended (“FYE”) 31 December 2007.

The accounting policies and methods of computation adopted by ISS and its subsidiaries
(“Group ") are consistent with those adopted in the preparation of the financial statements
for the FYE 31 December 2007. The following new and revised FRS and new
interpretations are effective for the financial period beginning on or after 1 January 2008:

FRS 107 : Cash Flow Statements

FRS 111 : Construction Contracts

FRS 112 : Income Taxes

FRS 118 : Revenue

FRS 120 : Accounting for Government Grants and Disclosure of
Government Assistance

FRS 134 : Interim Financial Reporting

FRS 137 : Provisions, Contingent Liabilities and Contingent Assets

IC Interpretation 1 : Changes in Existing Decommissioning, Restoration and
Similar Liabilities

IC Interpretation 2 : Members’ Shares in Co-operative Entities and Similar
Instruments

IC Interpretation 5 : Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

IC Interpretation 6 : Liabilities arising from Patrticipating in a Specific Market
Waste Electrical and Electronic Equipment

IC Interpretation 7 : Applying the Restatement Approach under FRS 129 (504
- Financial Reporting in Hyperinflationary Economies

IC Interpretation 8 : Scope of FRS 2

Where applicable, the Group has adopted the above new and revised FRS. The adoption
of the abovementioned FRSs does not result in significant changes in accounting policies
of the Group.

FRS139 Financial Instruments: Recognition and Measurement has been deferred to 1
January 2010 and has not been adopted by the Group.
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A3.
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A5.

AG.

EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING S TANDARDS
(“FRS”) 134 (cont'd)

Basis of Preparation (cont'd)

These attached explanatory notes provide an explanation of events and transactions that
are significant to an understanding of the changes in the financial position and
performance of the Group since the financial year ended 31 December 2007.

Auditors’ Report

The auditors’ report on the financial statements of the Company for the FYE 31
December 2007 was not subject to any qualification.

Translation of Foreign Currency Financial State  ments

For consolidation purposes, all foreign currency monetary assets and liabilities and the
financial statements of the Group’s foreign subsidiaries, ISS Consulting (S) Pte Ltd, ISS
Consulting (Thailand) Ltd., PT ISS Consulting Indonesia and Ledge Consulting Pte Ltd
(“Ledge Consulting ") had been translated at the exchange rates ruling at the balance
sheet date.

The applicable closing foreign exchange rates used in the translation of foreign currency
monetary assets and liabilities and the financial statements of the foreign subsidiaries are
as follows:-

Foreign currency RM
Singapore Dollar (“SGD”) 2.4070
100 Thai Baht 9.94
100 Indonesian Rupiah 0.0316
United States Dollar 3.4640

Seasonal or Cyclical Factors

The operations of the Group are not affected by any significant seasonal or cyclical factor
during the financial quarter under review.

Unusual Items

Except for the provision for impairment of software development costs and write-down of
goodwill on consolidation (details of which are set out under section B2 of this report),
there were no material items affecting the assets, liabilities, equity, net income or cash
flows that are unusual by reason of their nature, size or incidence during the financial
quarter under review.

Changes in Estimates

There were no material changes in the nature and amount of estimates reported that
have a material effect in the financial quarter under review.



AT.

A8.

A9.

EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING S TANDARDS
(“FRS”) 134 (cont'd)

Changes in Debts and Securities

There were no issuance, cancellation, repurchase, resale and repayments of debt and
equity securities for the financial quarter under review.

Dividend Paid

No dividend was paid during the current quarter under review.

Segmental Reporting

The Group is engaged in the provision of project management, consulting and
programming services primarily related to mySAP products as well as in sales of its

XPress suite of products. The business segments can be broken down as follows:-

(a) Analysis of Revenue by Products and Services fo  r cumulative year-to-date

Product Services Total
RM'000 RM’'000 RM’000

Revenue 18,294 23,870 42,164
Cost of sales (13,627) (18,896) (32,523)
Gross profit 4,667 4,974 9,641
Other operating income 126

9,767
Administrative expenses (12,725)
Marketing and distribution cost (228)
Other operating expenses (2,494)
Other non-operating expenses (25,863)
Finance costs (57)
Loss before taxation (31,596)
Taxation (625)
Loss after taxation for the period (32,221)
Attributable to:
Equity holders of the parent (32,355)
Minority interest 134
Loss after taxation for the period (32,221)

Total
RM’000

Segment assets
Unallocated assets 30,559
Segment liabilities
Unallocated liabilities 9,992
Capital expenditure
Unallocated capital expenditure 1,119
Depreciation
Unallocated depreciation 761

w



A.  EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING S TANDARDS
(“FRS”) 134 (cont'd)

Operating expenses incurred by the Group could not be allocated to the individual
segment as the expenses were incurred in a pool to generate revenue.

A9.  Segmental Reporting (continued)

(b) Analysis of Revenue by Geographical Area

Cumulative

Revenue To 31.12..2008
RM’'000
Malaysia 12,009
Singapore 16,703
Thailand 9,471
India 1,167
Indonesia 870
China 488
Japan 439
Korea 932
Others 85
42,164

Segment Segment Capital
assets liabilities expenditure  Depreciation
RM’'000 RM’000 RM’000 RM’000

Malaysia 23,080 4,308 622 448

Singapore 2,843 3,088 271 243

Thailand 3,803 894 226 56

Indonesia 833 1,702 0 14

30,599 9,992 1,119 761

A10. Valuation of Property, Plant and Equipment

There has been no revaluation of property, plant and equipment during the financial
quarter.

All. Significant Events Subsequent To The End of Th e Financial Quarter

There are no significant events subsequent to the balance sheet date and up to the date
of this report.
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EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING S TANDARDS
(“FRS”) 134 (cont'd)

Changes in the Composition of The Group

Save for the following, there were no changes in the composition of the Group during the
current financial year to date:-

Acquisition of Cogent Consulting Sdn Bhd:

On 30 May 2008, the Board announced that the Company had on even date entered into
a conditional share purchase agreement with Chiam Guik Meng and Chia Siea Huwa (the
“Vendors” ) for the acquisition of 70,000 ordinary shares of RM1.00 each in Cogent
Consulting Sdn Bhd (“Cogent”) representing 70% equity interest in Cogent for a total
consideration of RM385,000.

The Company had on 4 July 2008 announced the completion of the above said
acquisition on 30 June 2008.

As the Proposed Acquisition had been completed on 30 June 2008, the financial results
of Cogent have been consolidated in the financial statements of the Group.

Incorporation of Cogent Business Solutions (S) Pte Ltd

On 23 October 2008, the Board announced that the Company had incorporated Cogent
Business Solution (S) Pte Ltd (“Cogent BSS ") as its new wholly-owned subsidiary in
Singapore.

The intended principal activity of Cogent BSS will be in the business consulting, software
and services provider for Corporate Performance Management and Business Intelligence
applications.

Contingent Liabilities or Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last
financial year as at 31 December 2007.

Capital Commitments
There were no material capital commitments of the Group at the date of this report.
Significant Related Party Transactions

There were no significant related party transactions during the current quarter under
review.



ISS CONSULTING SOLUTIONS BERHAD
QUARTERLY REPORT ON CONSOLIDATED RESULTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2008 (cont’d)

B. ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQU IREMENTS OF
BURSA SECURITIES FOR THE MESDAQ MARKET

B1. Review of Performance

Individual Quarter Cumulative Quarter
Preceding
year
correspond
Preceding year Current ing
Current year  corresponding year to Quarter to
Quarter quarter date date
31.12.08 31.12.07 31.12.08 31.12.07
RM’000 RM’'000 RM'000 RM’000
Revenue 9,366 13,347 42,164 39,068
(Loss)/Profit before tax (29,765) 3,995 (31,596) 6,797
Less:
a) Provision for 17,267 1,006 18,165 3,461
impairment/Amortisation of
software development costs
b) Write down of goodwiill 5,274 _ 5,274 _
Loss from operations (7,224) 2,989 (8,157) 3,336

For the current financial quarter under review, the Group reported a revenue of
approximately RM9.37 million. This represents a decrease of approximately RM3.98
million or 30% in revenue, compared to the corresponding previous quarter. The decline
in revenue was due to slow down in contracts secured in Malaysia and by Ledge
Consulting in the Singapore market.

The significant loss in the current quarter is due to provision for impairment of software
development costs which totalled to RM17.3 million as a result of a significant threat of a
new product launched in the market that directly competes with the Group’s Xpress
products. As reported in the previous quarter, a new product ('Fast Start’) was launched
by SAP AG that is targeted at small businesses engaged in manufacturing, trading and
services sector. The inherent features in Fast Start bear similarities to the ISS Xpress
products. With Fast Start now easily accessible to all solution providers, this poses a
direct threat to ISS and the Xpress solution. In this respect, the potential future revenue
stream from the Xpress solution is uncertain.

In addition, the current economic downturn will likely force small and medium enterprises,
which is the target market for the Xpress solution, to cut back on technology spending.



B2.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQU IREMENTS OF
BURSA SECURITIES FOR THE MESDAQ MARKET (cont'd)

Taking all these factors into consideration, the Group has taken the prudent stand to
provide for impairment of software development costs in the current year.

The write down of goodwill is in respect to the following companies:

RM

ISS Indonesia 1,569
ISS Malaysia 17
ISS Singapore 34
Ledge 3,655
5,274

The goodwill arising from the acquisition of PT ISS Consulting Indonesia is written off on
the basis that there is a lack of business development activity in Indonesia.
Consequently, it is unlikely that there will be any future revenue stream from the
Indonesian subsidiary.

The goodwill arising from the acquisition of Ledge Consulting stood at RM14,832,705. In
the light of the current challenging economic environment that prevails in Singapore, the
Group is of the opinion that there is impairment of goodwill in Ledge Consulting. Based on
conservative revenue and cash flow projections, goodwill has been revalued and written
down by RM 3,654,705 bringing the goodwill in Ledge Consulting to RM11,178,000.

In addition to the provision for impairment of software development costs and the write

down of goodwill, the operating loss of RM7.224 million in the current quarter is due to
unrealized foreign exchange losses and additional provision for doubtful debts.

Material Changes In The Quarterly Results Compa red To The Results of The
Immediate Preceding Quarter

Immediate Preceding

Current Quarter Quarter
31.12.08 30.09.08
RM’000 RM’000

Revenue 9,366 9,908
Loss before tax (29,765) (2,939)
Less:
a) Provision for 17,267 301
impairment /Amortisation
of software development
b) Write down of goodwill 5,274 0
Loss from operations (7,224) (2,638)
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B4.

B5.

B6.

B7.

B8.

B9.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQU IREMENTS OF
BURSA SECURITIES FOR THE MESDAQ MARKET (cont'd)

Revenue decreased by approximately RM0.54 million or 5% in the current quarter
compared to the immediate preceding quarter.

As mentioned in paragraph B1, the operating loss for the quarter is due to a slowdown in
contracts secured in Malaysia and by Ledge Consulting in the Singapore market.

Prospects For The Financial Year Ending 31 Dece  mber 2009

Amidst the current global financial crisis, the Group expects a challenging year ahead in
2009 as customers across all segments of industries are expected to scale down their
operating costs and also their investments in information technology.

The Group views the current economic situation to be volatile and uncertain, especially in
the second half of this financial year. In view of the current challenging environment, the
Group has taken proactive measures by reducing cost and operating on a leaner basis.
The Group hopes that these measures will, to some extent, soften the impact of the
slowdown on its bottomline.

Profit Forecast Or Profit Guarantee

No profit forecast or profit guarantee was published.

Taxation

The current quarter tax expenses relate to foreign tax arising from its newly acquired
subsidiary and foreign subsidiaries in Thailand and Singapore which are not allowed to be
off-set against losses from other subsidiaries.

Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties during the financial quarter
under review.

Quoted Securities

There was no purchase or disposal of quoted securities during the financial quarter under
review.

Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this
report.

Status of Utilisation of Proceeds
The proceeds from the initial public offering of ISS were fully utilized as of 31 July 2008.

There was no corporate proposal undertaken to raise any proceeds during the financial
year ended 31 December 2008.
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B. ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQU IREMENTS OF
BURSA SECURITIES FOR THE MESDAQ MARKET (cont’d)

B10. Group’s Borrowings and Debt Securities
The Group’s borrowings at the end of the financial quarter are as follows:-

Repayable  Repayable

within later than

12 months 12 months

Secured RM’000 RM’000
Denominated in RM 278 93
Denominated in SGD 14 -
Hire purchase and lease payables 292 93
Short term borrowings from a financial institution 1,634 -

As at the date of this report, the Group has not issued any debt securities.

B11l. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk at the date
of this report.

B12. Material Litigations

The Group does not have any material litigation which would materially and adversely
affect the financial position of the Group at the date of this report.

B13. Dividends Payable

No dividend has been declared during the financial quarter under review.



B14.

B15.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQU IREMENTS OF
BURSA SECURITIES FOR THE MESDAQ MARKET (cont’d)

Earnings Per Share
The earnings per share were calculated by dividing the net profit attributable to

shareholders by the weighted average number of ordinary shares of RM0.10 each during
the reporting period as follows:-

Current Quarter Ended Cumulative Quarter Ended
31.12.2008 31.12.2007 31.12.08 31.12.2007
(Loss) / Profit attributable to shareholders
(RM’000) (29,810) 3,422 (32,355) 5,230
Weighted average number of ordinary
shares of RM0.10 each for
computing earnings per share :
- Basic ('000) 255,877 255,877 255,877 233,377
- Diluted ('000) N/A N/A N/A N/A
Basic earnings per share (sen) (11.65) 1.34 (12.64) 2.24
Diluted earnings per share (sen) » N/A N/A N/A N/A
Note:
A - No diluted earnings per share has been computed as the Company has not issued securities that

have dilutive effects on the Company’s existing shares in issue

Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in
accordance with a resolution by the Board of Directors duly passed.

By order of the Board
ISS CONSULTING SOLUTIONS BERHAD

Mah Li Chen (MAICSA 7022751)

Company Secretary
Dated this 25 February 2009
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