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Dear Sirs
1. INTRODUCTION

This report has been prepared by Ernst & Young, an approved company auditor, for inclusion in the
Prospectus to be dated 7 November 2005 in connection with the Initial Public Offering of KZen
Solutions Berhad (“KZen” or the “Company”) on the MESDAQ Market of Bursa Malaysia
Securities Berhad (“Bursa Securities™). The Initial Public Offering entails the following:

(a) Pubtlic Issue

Public issue of 20,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.33
per share by way of public offering and private placement payable in full on application
comprising:

- 2,000,000 new ordinary shares of RMO0.10 each available for application by the
Malaysian Public;

- 2,000,000 new ordinary shares of RM0.10 each available for application by eligible
directors, employees and business associates of KZen and its subsidiary, KaiZenHR Sdn
Bhd (“KZSB™) {collectively referred to as the “Group™); and

- 16,000,000 new ordinary shares of RM0.10 each available for placement to selected
tnvestors.

(b) Listing and Quotation

Admission to the Official List and the listing and quotation of the entire enlarged issued and
paid-up share capital of KZen of RM#6,500,000 comprising 65,000,000 ordinary shares of
RMDO0.10 each on the MESDAQ Market of Bursa Securities.

This report has been prepared solely for the purpose stated above, in connection with the
aforementioned prospectus. This report is not to be reproduced, referred to in any other document, or
used for any other purpose without our prior written consent.

A Member of Erna & Young Clobal
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GENERAL INFORMATION

Incorporation and share capital

KZen is incorporated in Malaysia as a private limited company under the name, KZen Solutions Sdn
Bhd on 15 March 2004. The Company was converted to a public company on 1 June 2004 and
adopted its present name. Details of the changes in the authorised and issued and paid-up share

capital since the date of incorporation and up to the date of this report are as follows:

Par value Number of

of share ordinary
Authorised share capital Date (RM) shares RM
At incorporation 15 March 2004 1.00 100,000 100,000
Increase in authorised share capital 10 June 2005 1.00  24.900,000 24,900,000

1.00 25,000,000 25,000,000

Share split, representing authorised
share capital as at 21 September 2005 0.10 250,000,000 25,000,000

Issued and paid-up share capital

At incorporation 15 March 2004 1.00 2 2
Acquisition of KZSB 10 June 2005 1.00 3,499,998 3,499,998
Rights Issue 21 September

2005 1.00 1,000,000 1,000,000

1.00 4,500,000 4,500,000

Share Split, representing issued and
paid-up capital as at 21 September

2005 0.10 45,000,000 4,500,000
Public Issue 0.10 20,000,000 2,000,000
Pro forma balance after Public Issue 0.10 65,000,000 6,500,000

Upon the completion of the Public Issue as detailed in Section 1 (a), the issued and paid-up share
capital of KZen will increase to RM6,500,000 comprising 65,000,000 ordinary shares of RMO0.10
each.
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Principal activities

The principal activities of KZen are investment holding and the development of an Enterprise
Human Capital Management System. The principal activities of its subsidiary are set out in Section
2.4 below.

There have been no significant changes in the nature of these principal activities since its
incorporation.

Listing scheme

In conjunction with the Initial Public Offering of KZen on the MESDAQ Market of Bursa Securities,
KZen initiated the following restructuring exercise:

(a)

(b)

(¢}

(d}

Acquisition

Acquisttion of the entire issued and paid up share capital of KZSB comprising 60,000 ordinary
shares of RM1.00 each for a total consideration of RM3,499,998 to be satisfied by the issvance
3,499,998 new ordinary shares of RM1.00 each in KZen.

The Acquisition was completed on 10 June 2005.

Rights Issue

KZen implemented a rights issue of 1,000,000 new ordinary shares of RM1.00 each at par on
the basis of one (1) new ordinary share for every three and half (3.5) existing shares held.

The Right Issue was completed on 21 September 2005.

Share Split

Upon the completion of the Acquisition and the Rights Issue, a share split invelving the
subdivision of every one (1) existing ordinary share of RM1.00 held in KZen into ten (10)
ordinary shares of RM0.10 each will be carried out.

The Share Split was completed on 21 September 2005,

Public Issue

Public issue of 20,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.33
per share by way of public offering and private placement payable in full on application

comprising:

- 2,000,000 new ordinary shares of RM(.10 each available for application by the
Malaysian Public;

- 2,000,000 new ordinary shares of RMO0.10 each available for application by eligible
directors, employees and business associates of the Group; and

- 16,000,000 new ordinary shares of RM0.10 each available for placement to selected
investors.
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2.4 Subsidiary
Details of KZSB, a wholly owned subsidiary of KZen, are as follows:
(i) Date of incorporation and principal activities
KZSB was incorporated on 4 December 1997 as a private limited company in Malaysia pursuant
to the Companies Act, 1965 under the name HR Systems Concept Sdn. Bhd. It later changed its
name to Kaizenhr.Com Sdn. Bhd. on 28 March 2000 and adopted its present name on 26 January
2001.

The principal activities of KZSB are sales and marketing and the provision of post sales
implementation and support activities for its Enterprise Human Capital Management System.

(ii) Share Capital

KZSB’s authorised share capital amounts to RM100,000 comprising 100,000 ordinary shares of
RM1.00 each, which has remained unchanged since the date of its incorporation.

Details of changes in the issued and paid-up share capital of KZSB since the date of
incorporation and up to the date of this report are as follows:

Number of
ordinary Cumulative
shares of total paid-up
RMI1 each share capital
Date of allotment RM Consideration RM
Subscribers’
Date of incorporation on 4 December 1997 2 shares 2
2 June 1998 29,993 Cash 30,000
27 January 2000 30,000 Cash 60,000

3. FINANCIAL STATEMENTS AND AUDITORS

The financial statements included in this report, which are the responsibility of the Directors of
KZen and KZSB, have been prepared on the basis consistent with the accounting policies normally
adopted by KZen and KZSB and comply with the provisions of the Companies Act, 1965 and
applicable MASB Approved Accounting Standards in Malaysia.

KZen

Emst & Young are the auditors of KZen since its incorporation. The first set of financial statements
of KZen were from the date of its incorporation, 15 March 2004 to 31 December 2004 and followed
by the financial statements for the period ended 31 May 2005. Both sets of financial statements were
not qualified in any respect.
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FINANCIAL STATEMENTS AND AUDITORS (CONTD.}
KZSB

The financial statements of KZSB were audited by Halim Ahmad & Co. who reported on the
financial statements for the financial years since its incorporation to financial year ended 31
December 2001. The financial statements of KZSB for the financial years ended 31 December 2002
to 2004 and the financial statements for the period ended 31 May 2005 were audited by Ernst &
Young. All financial statements covered above were not qualified in any respect.

SUMMARISED PRO FORMA CONSOLIDATED INCOME STATEMENTS AND PRO
FORMA CONSOLIDATED BALANCE SHEETS

The financial information presented in Sections 4.1 and 4.3 of this report represents the summarised
consolidated income statements and consolidated balance sheets of the Group prepared on a pro
forma basis, using similar accounting policies of KZSB, to account for the business combination
between KZen and KZSB. The pro forma consolidated income statements and consolidated balance
sheets of the Group have been prepared using the merger method as the combination between KZen
and KZSB meets the relevant criteria set out in MASB 2] — “Business Combinations” pursuant to a
group reorganisation.

The merger method has been applied retrospectively such that the comparative years will also be
presented in a manner depicting the combination of KZen and KZSB as if they had been in
combination for the years/period covered in this report.
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Pro Forma Consolidated Income Statements

The following summarised pro forma consolidated income statements of the Group, which have
been prepared for illustrative purpose only, have been prepared on the assumption that KZSB is a
wholly owned subsidiary of KZen throughout the relevant periods under review.

Revenue
Other operating income
Operating expenses

(Loss)/earnings before amortisation,
depreciation and taxation

Depreciation and amortisation

{Loss)/profit before taxation
Taxation

(Loss)/profit after taxation

Enlarged share capital of KZen

- After Acquisition and Share Split
before Rights [ssue

- After Acquisition, Share Split
and Rights Issue before Public Issue

- After Acquisition, Share Split,
Rights Issue and Public Issue

Gross (loss)/earnings per share (sen)

- After Acquisition and Share Split
before Rights Issue

- After Acquisition, Share Split
and Rights Issue before Public Issue

- After Acquisition, Share Split,
Rights Issue and Public Issue

Net (loss)/earnings per share (sen)

- After Acquisition and Share Split
before Rights Issue

- After Acquisition, Share Split
and Rights Issue before Public Issue

- After Acquisition, Share Split,
Rights Issue and Public Issue

Note

42.1
422
423

424

5 months
ended 31
Commsim e Financial year ended 31 December--------—-—-—- > May
2000 200 2002 2003 2004 2005
RM RM RM RM RM RM
490,760 493,952 913945 1,837,883 3,615,727 1,174,138
- - - - 7,007 2,500
(504,085) (451,978) (644.1800 (945,756} (1,441,149) (686.827)
(13,325) 41,974 269,765 892,127 2,181,585 489,811
(43,732} (47,325) (68,990} (117,571}  (195,918) (91,734)
(57,057) (5,351) 200,775 774,556 1,985,667 398,077
- - (74,000)  (215,119)  (542,023) (88,351
(57,057) (5,351) 126,775 559,437 1,443,644 309,726
35,000,000 35,000,000 35,000,000 35,000,000 35,000,000 35,000,000
43,000,000 45,000,000 45,000,000 45,000,000 45,000,000 45,000,000
65,000,000 65,000,000 65,000,000 65,000,000 65,000,000 65,000,000
(0.16) (0.02) 0.57 2.21 5.67 1.14
(0.13) {0.01) 0.45 1.72 441 0.88
{0.09) (0.01} 0.31 1.19 3.05 0.6]
(0.16) (0.02) 0.36 1.60 4.12 0.88
{0.13) (0.01) 028 1.24 3.2t 0.69
(0.69) {0.01) 0.20 0.86 2.22 0.48

There were no extraordinary and exceptional items for the financial years/period under review.
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Notes to Pro Forma Consolidated Income Statements

Revenue

The Group’s revenue can be categorised into:

(i)  Revenue generated from sale of its Enterprise Human Capital Management System (“HCMS”)

packages; and

(ii) Revenue generated from professional and maintenance services,

Revenue can be analysed as follows:

5 months ended

< Financial year ended 31 December--——---------- > 31 May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
Software 309,506 318,236 704,555 1,611,543 3,164,596 985,268
Professional and maintenance
services 181,254 175,716 209,390 226,340 451,131 188,870
Total 490,760 493,952 913,945 1,837,883 3,615,727 1,174,138
Representing:
5 months
ended 31
Camememea—wFinancial yvear ended 31 December-------—--—--- > May
2000 2001 2002 2003 2004 2005
% % %% o %o %
Software 63% 64% T7% 88% 8% 84%
Professional and maintenance
services 37% 36% 23% 12% 12% 16%
Taotal 100% 100% 100% 100% 100% 100%%

Revenue from sale of HCMS package relates to sale of the following modules:

KaiZenHR Payroll Management System
KaiZenHR Leave Management System
KaiZenHR Claim Management System
KaiZenHR Loan Management System

KaiZenHR Training Management System

* ® 8 & & & & & ® » » 2 @

KaiZenHR System Admin and Security Management

KaiZenHR Personnel Management System

KaiZenHR Recruitment Management System

KaiZenHR Performance Management System
KaiZenHR Time & Attendance Management System
KaiZenHR Backpay Arrears Management System
KaiZenHR Employee Share Option Scheme (“ESOS”)
KaiZenHR Bus Route Management System
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Revenue {contd.)

* & & & & * ¥ & " 0 8 B ¥ * B

Revenues generated from professional services relate to training and implementation services
rendered pursuant to customers’ requirements. These professional services are chargeable separately
in addition to the Software License Fee at a rate of RMI],100 per man day which fluctuates

KaiZenHR Fringe Benefit Withholding System
KaiZenHR Employee Share Purchase Plan (“ESPP")
KaiZenHR Leave Passage Management System
KaiZenHR Loan Interest Subsidy System
KaiZenHR Personalization Object Module
KaiZenHR Group Medical Benefit System
KaiZenHR Group Insurance Benefit System
KaiZenHR Training Needs Analysis System
KaiZenHR Manpower Budgeting System

KaiZenHR Job Competency Management System
KaiZenHR Industrial Relations Management System
KaiZenHR Dynamic Scripting Engine

KaiZenHR Employee and Manager Self Service
KaiZenHR Workflow Engine

KaiZenHR Dynamic Web Menu Configuration
KaiZenHR Dynamic MS-EXCEL PIVOT Interface

depending on the market competitiveness,

Maintenance services are recurring revenue which varies in accordance with the customer base.
Maintenance services are chargeable at a rate ranging from 12 % to 15 % of the total cost of
Software License and billable to the client on a yearly basis for the support and upgrade services

rendered.

Other operating income

Other operating income consists of primarily interest income from fixed deposits placed with

licensed banks.
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4.2.3 Operating expenses

Major components of operating expenses are as follows:

5 months
oo eas Financial year ended 31 December-------=-=---- > ended 31 May
2000 2001 2002 2003 2004 2005
RM M RM RM RM RM
Amortisation of
development costs 24244 31,172 57.113 95,303 161,150 68,348
Commission - - - 106,501 58,814 21,350
Office rent 21,600 42,000 42,000 50,040 58,040 45,325
Provision for doubtful debts - - - - 24,500 35,200
Salaries and wages 105,225 123,833 118.006 220,938 402,789 261,851
Directors’ allowances 33,000 10,166 60,000 60,000 60,000 25,000
Directors’ salaries 136,800 102,600 136,800 136,800 173,600 80,000
Commission paid were in respect of payments to business partners for sales referred to KZSB.
4.2.4 Taxation
5 months
ended 31
Comm - Financial year ended 31 December-----—- —> May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
Income tax - - 26,000 188,000 470,093 58,276
Deferred taxation - - 48,000 27,199 71,930 30,075
- - 74,000 215,119 542,023 88,351

There was no tax payable for the financial years ended 31 December 2000 and 2001 in view of the
losses incurred for those financial years.

The effective income tax rate for the financial year ended 31 December 2002 was higher than the
statutory rate mainly due to non deductibility of certain expenses for tax purposes and under
provision of deferred taxation in prior years.

The effective income tax rate for the financial pertod ended 31 May 2005 was lower than the
statutory rate mainly due to the effect of the different tax rate for small and medium scale
companies, whereby the income tax for the first RM500,000 chargeable income is calculated at a tax
rate of 20%.
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4.3 Pro Forma Consolidated Balance Sheets

The following summarised pro forma consolidated balance sheets of the Group have been prepared
assuming the Group has been in existence throughout the periods under review. Adjustment has been
made to the share capital to reflect the Acquisition, Rights Issue and Share Split had the Acquisition,
Rights Issue and Share Split occurred on 1 January 2000. The resulting differences between the cost
of investment incurred by KZen and the nominal value of KZSB shares received are debited to

merger deficit:

Note
NON-CURRENT
ASSETS
Plant and equipment 442
Development costs 443
CURRENT ASSETS
Trade receivables
Other receivables 444
Cash and bank balances 4.4.5
CURRENT LIABILITIES
Other payables 4.4.1&4.4.6
Due to directors 4.4.1&4.4.6

Provision for taxation

NET CURRENT ASSETS

FINANCED BY
Share capital
Merger deficit
Accumulated losses

NON-CURRENT
LIABILITY
Deferred taxation

As at
e LT As at 3 December 2> 31 May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
13,869 53,769 52.029 83,633 150,596 151,000
90.816 94,284 166,874 262,527 461,407 555,942
104,685 148,053 218.503 346,160 612,003 706,942
109,635 23,869 222,846 797,982 2,215,403 1,958,307
26,654 32,034 25.799 22,673 319,732 394,003
1,025,210 1,016,112 1,045,000 1,446,567 1,280,811 1,652,065
1.161,49% 1,072,015 1,293,645 2,267.222 3.815.946 4,004, 375
21,891 18,809 170,015 122,151 137,797 134,804
223,042 185,359 125258 500,000 525,261 426,046
- - 26,000 214,000 472,084 517.859
244,933 204,168 321.873 836,151 1.135,142 1.078,709
916,366 867,847 071,772 1,431,071 2.680.804 2,925.666
1,021,25¢ 1,015,900 1,190,675 1,777,231 3.292.807 3,632,608
4,500,000 4,500,000 4,500,000 4,500,000 4,500,000 4,500.000
{3,478.,749)  (3.,484,100)  (3.357.325) (2,797,888) (1,34%492) {(1,037,766)
. . . X (4,750) (6.750)
1,021,251 1,015,900 1,142,675 1,702.112 3,145,758 3,455,484
- - 48.000 75.11% 147.049 177,124
1,021,251 1,015,900 1,190,675 1,777,231 3,292,807 3,632,608
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Notes to the Pro Forma Consolidated Balance Sheets

Reclassification

The following reclassifications have been made for the relevant financial vears to conform with the
presentation of the financial statements for the financial period ended 31 May 2005.

As at 31
< As At 31 December > May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
Other payables
As previously stated 79,192 102,968 223,873 122,151 137,797 134,804
Reclassifications (57,301) (84,159) (55,258) - - -
As restated 21,891 18,809 170,615 122,151 137,797 134,804
Due to Directors
As previously stated 165,741 101,200 70,000 500,000 525,261 426,046
Reclassifications 57,301 84,159 535,258 - - -
As restated 223,042 185,359 125,258 500,000 525261 426,046
Plant and equipment
< As at 31 December => As at 31 May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
Cost
Renovations - 39774 39,774 39,774 74,774 74,774
Office equipment 7918 17,737 22,346 63,673 66,953 67,715
Computer equipment 55,005 58,095 60,433 45 823 107,683 130,711
Furniture and fittings 4,515 7,885 11,075 14,513 16,104 16,104
67,438 123,491 133,628 163,783 265,514 289,304
'Accumulated Depreciation
Renovations - 3,977 7,954 11,932 16,493 20,775
Office equipment 4,064 7.611 12,080 23,140 34,640 42,071
Computer equipment 48,249 56,089 58,412 40,474 57,671 68,650
Furniture and fittings 1,256 2,045 3,153 4,604 6,114 6,808
53,569 69,722 81,599 80,150 114,918 138,304
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Plant and equipment (contd.)

As at 31 December

= As at 31 May

2600 2001 2002 2003 2004 2005
RM RM RM RM RM RM
Net Book Values
Renovations - 35,797 31,820 27,842 58,281 53,999
Office equipment 3.854 10,126 10,266 40,533 32,313 25,644
Computer equipment 6,756 2,006 2,021 5,349 50,012 62,061
Furniture and fittings 3,259 5,840 7,922 9,909 9,990 9,296
13,869 53,769 52,629 83,633 150,596 151,000
Depreciation for the
year/period 19,488 16,153 11,877 22,268 34,768 23,386
Development costs
< As at 31 December -—--——--rremenmee > As at 31 May
2008 2001 2002 2003 2004 2005
RM RM RM M RM RrM
At 1 January 24 640 90,816 94284 166,874 262,527 461,407
Additions for the year/period 90,420 34,640 129,703 180,956 360,030 162,883
115,060 125,456 223,987 357,830 622,557 624,290
Amortisation for the
year/period (24,244)  (31,172) (57,113)  (95,303) (161,150) (68,348)
At 31 December 90,816 94,284 166,874 262,527 461,407 555,942

Development cost is derived primarily from capitalisation of staff cost. The portion of staff cost
capitalised only include personnel who are involved in software programming and development.
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4.4.4 Other receivables

Asat3l

< As at 31 December > May

2000 2001 2002 2003 2004 2005

RM RM RM RM RM RM

Other debtors 16,154 6,315 - - - -
Deposits 10,500 21,705 21,785 18,797 28,297 38,397
Prepayments - 4,014 4,014 3,876 291,435 355,606

26,654 32,034 25,79% 22,673 319,732 394,003

4.4.5 Cash and bank balances

As at 31

< As At 31 December -> May

2000 2001 2002 2003 2004 2005

RM RM RM RM RM RM

Pro forma Group 25,210 16,112 45,000 446,567 280,811 652,065
Pro forma adjustment — Proceeds

from Rights Issue 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000

1,025,210 1,016,112 1,045,000 1,446,567 1,280,811 1,652,065

4.4.6  Other payables

< As at 31 December ——r---vevemcmsee—o ~>» As at 31 May

2000 200t 2002 2003 2004 2008

RM RM RM RM RM RM

Payables and accruals 21,891 18,809 161,500 38,110 79,631 130,098
Deferred maintenance charges - - 9,115 84,041 58,166 4 706
21,891 18,809 170,615 122.15] 137,797 134,804

The accruals in 2002 were mainly the accruals for salaries of directors and staffs which were paid
subsequent to 31 December 2002. The payables and accruals for 2004 were mainly accruals for staff
costs and tax penalties estimated at RM33,000 for the year of assessment 2004,

The payables and accruals for 2005 were mainly in respect of accruals for staff costs and
professional charges incurred in connection with the listing scheme.
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Summarised Income Statements and Balance Sheets

Summarised Income Statements of KZen

The following summarised income statements of KZen are extracted from its audited financial

statements.

Revenue
Operating costs

Loss before interests and taxation
Taxation

Loss after taxation

Based on share capital of KZen:
- Number of ordinary shares

- Gross loss per ordinary share
- Net loss per ordinary share

15.3.2004
(Date of
incorporation} 5 months
to ended 31
31.12.2004 May 2005
RM RM
(4,750) (2,000)
(4,750) (2,000)
{4,750) {2,000)
2 2
{2,373) (1,000)
{2,375) (1,000)
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4.5.2 Summarised Balance Sheets of KZen

The following summarised balance sheets of KZen as at 31 December 2004 and 31 May 2005 are
extracted from its avdited financial statements.

As at
31 December As at 31
2004 May 2005
RM RM
CURRENT ASSETS
Cash on hand 2 2
CURRENT LIABILITY
Other payables 4,750 6,750
NET CURRENT LIABILITY (4,748) {6,748)
REPRESENTED BY:
Share capital 2 3
Accumulated losses (4,750) {6,750)
{4,748) (6,748)

Included in other payables as at 31 May 2005 are RM4,750 (2004: RM3,750) being amount owing to
KZSB which is intended to be a wholly owned subsidiary of KZen pursuant to the Listing Scheme as
mentioned in Section 2.3 of this report.
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4.5.3 Summarised Income Statements of KZSB

The following summarised income statements of KZSB are extracted from its audited financial

statements.

Revenue
Other operating income
Operating expenses

Earnings before amortisation,
depreciation and taxation

Depreciation and amortisation

(Loss)/profit before taxation
Taxation

(Loss)/profit after taxation

Based on share capital of KZSB

- Number of ordinary shares

- Gross (loss)/profit per ordinary share (sen)
- Net (loss)/profit per ordinary share (sen)

5 months
ended 31
Cmmmmr s e Financial year ended 31 December--r-eeaeesaee > May
2060 2001 2002 2003 2004 2005
RM RM RM RM RM RM
490,760 493,952 913,945 1,837,883 3,615,727 1,174,138
- - - - 7,007 2,500
(504,085  (451,978) (644,180) (945,756) (1,436,359) (684,827)
(13,325) 41,974 269,765 892,127 2,186,335 491,811
(43,732) (47,325) {68,990) (117,571)  (i95,918) (91,734)
(57,057) (5,351) 200,775 774,556 1,990.417 400,077
- - (74,000) (215,119} (542,023) (88,351)
(57,057) (3,351) 126,775 559,437 1,448,394 311,726
60,000 60,000 60,000 60,000 60,000 60,000
(95.10) (8.92) 334.63 1.280.93 3,317.36 666.80
(95.10) (8.92) 211.29 932.40 2,413.99 519.54

-127 -



H|

4,54 Summarised Balance Sheets of KZSB

Company No.: 645677-D

13.

ACCOUNTANTS’ REPORT (Cori'd)

The following summarised balance sheets of KZSB are extracted from its audited financial

statements.

NON-CURRENT ASSETS
Plant and equipment
Development costs

CURRENT ASSETS
Trade receivables
Other receivables

Cash and bank balances

CURRENT LIABILITIES
Other payabies

Amount due to directors
Provision for taxation

NET CURRENT (LIABILITIES)/ASSETS

FINANCED BY:
Share capital
{Accumulated fosses)/retained profits

NON-CURRENT LIABILITY
Deferred taxation

As at

B As at 31 December--—-—r-==cassa——- > 31 May
2000 2001 2002 2003 2004 2005
RM RM RM RM RM RM
13,869 53,769 52,029 83,633 150,596 151,000
90,816 94284 166,874 262,527 461,407 555,942
104,685 148,053 218,903 346,160 612,003 706,942
109,635 23,869 222 846 797,982 2,220,153 1,958,307
26,654 32,034 25,799 22,673 319,732 398,753
25,210 16,112 45,000 446,567 280,809 652,063
161,499 72,015 293,645 1,267,222 2,820,694 3,009,123
21,891 18,809 170,615 122,151 137,797 132,804
223,042 185,359 125,258 500,000 525261 426.046
- - 26,000 214,000 472,084 517,859
244,933 204,168 321,873 836,151 1,135,142 1,076,709
(83,434) (132,153)  (28,228) 431,071 1685552 1,932414
21,251 15,900 190,675 777,231 2,297,555 2,639356
60,000 60,000 60,000 60,000 60,000 60,000
(38,749}  (44,100) 82,675 642,112 2,090,506 2,402232
21,251 15,900 142,675 702,112 2,150,506 2,462,232
- - 48,000 75,119 147,049 177,124

21,251 15,900 190,675 777,231 2297555  2,639.356
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Company No.: 645677-D

13. ACCOUNTANTS’ REPORT (Cori'd)

PRO FORMA STATEMENT OF ASSETS AND LIABILITIES

The following pro forma statement of assets and liabilities has been prepared based on the audited
financial statements of KZen and KZSB for the financial period ended 31 May 2005. The pro forma
statements of assets and liabilities have been prepared, for illustrative purposes only, to show the
effects of the restructuring exercise in conjunction with the listing of KZen as set out in Section 2.3
of this report. The pro forma statement of assets and liabilities should be read in conjunction with the

notes thereto.

NON-CURRENT ASSETS
Plant and equipment
Development costs

CURRENT ASSETS

Trade receivables

Other receivables

Cash and cash equivalents

CURRENT LIABILITIES
Other payables

Due to directors
Provision for taxation

NET CURRENT (LIABILITIES)/ASSETS

FINANCED BY:
Share capital

Share premium
Merger deficit
Accumulated losses

NON-CURRENT LIABILITY
Deferred taxation

Pro forma I Pro forma I1
After Acquisition
of KZSB, Rights After Proforma I,
Audited Issue and Public Issue and
as at Share Split listing expenses
31 May as at 31 as at 31
Note 2005 May 2805 May 2005
53 - 151,000 151,000
- 555,942 555,942
- 706,942 706,942
5.4 - 1,958,307 1,958,307
5.5 - 394,003 86,203
5.6 2 1,652,065 7,059,865
2 4,004,375 9,104,375
5.7 6,750 134,804 134,804
5.8 - 426,046 426,046
- 517,859 517,859
6,750 1,078,709 1,078,709
{6,748) 2,925,666 8,025,666
(6,748) 3,632,608 8,732,608
5.9 2 4,500,000 6,500,000
5.10 - - 3,100,000
- {1,037,766) {1,037,766)
(6,750) (6,750) (6,750)
(6,748) 3,455,484 8,555,484
5.11 - 177.124 177,124
(6,748) 3,632,608 8,732,608

-129-



5.1

5.2

Company No.: 645677-D

13.

ACCOUNTANTS’ REPORT (Cori'd)

Significant Accounting Policies and Notes to Pro forma Statement of Assets and Liabilities

Significant Accounting Policies

(a)

(b)

(c)

Basis of preparation

The financial statements of the Group have been prepared under the historical cost
convention and comply with the provisions of the Companies Act, 1965 and applicable
MASB Approved Accounting Standards in Malaysia.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and
all its subsidiaries. Subsidiaries are those companies in which the Group has a long term
equity interest and where it has power to exercise control over the financial and operating
policies so as to obtain benefits therefrom.

Subsidiaries are consolidated using the merger accounting principles. When the merger
method is used, the cost of investment in the Company’s book is recorded at the nominal
value of shares issued and the difference between the camrying value of the investment and
the nominal value of shares acquired is treated as merger reserve or deficit. The results of the
companies being merged are included as if the merger had been affected through the current
and previous financial years.

Intragroup {ransactions, balances and resulting unrealised gains are eliminated on
consolidation and the consolidated financial statements reflect external transactions only.
Unrealised losses are eliminated on consolidation unless costs cannot be recovered.

The gain or loss on disposal of a subsidiary is the difference between net disposal proceeds
and the Group’s share of its net assets together with any unamortised balance of goodwill
and exchange differences which were not previously recognised in the consolidated income
statement.

Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Depreciation of 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 as follows:

Office equipment 20%
Computer equipment 40%
Furniture and fittings 10%
Renovations 10%

Upon the disposal of an asset, the difference between the net disposal proceeds and the net
carrying amount is recognised in the incoie statement.
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(d)

(e)

®

(g)

Cash and cash equivalents

For the purpose of the cash fiow statements, cash and cash equivalents include cash on hand
and at bank, deposits at call and short term highly liquid investments which have an
insignificant risk of changes in value.

Provisions for Liabilities

Provisions for liabilities 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, the amount of a provision
is the present value of the expenditure expected to be required to settle the obligation.

Income Tax

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

Deferred taxation is provided for, using the liability method, on temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying amounts
in the financial statements. 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 exteut 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 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 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 in the income
statement, except when it arises from a transaction which is recognised directly in equity, in
which case the deferred tax is also charged or credited directly with equity.

Employee Benefits

(i) Short term benefits
Wages, salaries, bonuses and social security contributions are recognised as an
expense in the year in which the associated services are rendered by employees of the
the Group. 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, and 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 state pension
scheme, the Employees Provident Fund ("EPF"). Such contributions are recognised as
an expense in the income statement as incurred.
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(h)

)

@)

(k)

Revenune Recognition

Revenue is recognised when it is probable that the economic benefits associated with the
transaction will flow to the enterprise and the amount of the revenue can be measured
reliably.

(i) Services
Revenue from services rendered is recognised net of service taxes and discounts as
and when the services are performed.

(ii} Sale of goods
Revenue relating to the sale of goods is recognised net of sales taxes and discounts
upon the transfer of risks and rewards.

Foreign Currencies

Transactions in foreign currencies are initially recorded in Ringgit Malaysia at rates of
exchange ruling at the date of transaction. At each balance sheet date, foreign currency
monetary items are translated into Ringgit Malaysia at exchange rates ruling at that date,
unless hedged by forward foreign exchange contracts, in which case the rates specified in
such forward contracts are used. Non-monetary items initially denominated in foreign
currencies, which are carried at historical cost are translated using the historical rate as of the
date of acquisition and non-monetary items which are carried at fair value are translated
using the exchange rate that existed when the values were determined.

All exchange rate differences are taken to the income statement.
Impairment of Assets

At each balance sheet date, the Group reviews the carrying amounts of its assets to
determine whether there is any indication of impairment. If any such indication exists,
imnpairment is measured by comparing the carrying values of the assets with their
recoverable amounts. Recoverable amount is the higher of net selling price and value in use,
which is measured by reference to discounted future cash flows.

An impairment loss is recognised as an expense in the income statement immediately,
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 contractunal arrangement. Interest, dividends, gains and losses relating to a financial
instrument classified as a liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to 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.
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(k) Financial Instruments {contd.)

)

(i)

(iii)

(v)

Trade receivables

Trade receivabies are carried at anticipated realisable values. Bad debts are written
off as identified. An estimate is made for doubtful debts based on a review of ali
outstanding amounts as at the balance sheet date.

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

Interest bearing borrowings

Interest-bearing borrowings are recorded at the amount of proceeds received, net of
transaction costs. Borrowing costs are recognised as an expense in the income
statement as an expense in the period in which they are incurred.

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

Plant and equipment

As at 31 May 2005

Pro forma I and II as at 31 May 2005

Accumulated Net Book

Cost Depreciation Value

RM RM RM

Renovations 74,774 20,775 53,999
Office equipment 67,715 42,071 25,644
Computer equipment 130,711 68,650 62,061
Furniture and fittings 16,104 6.808 9,296
289,304 138,304 151,000
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Trade receivables

Proformaland]1l

as at
31 May 2005
RM
Trade receivables 2,018,007
Less: Provision for doubtful debts (59,700)
1,958,307
The ageing analysis of trade receivables as at 31 May 2005 is as follows:
Current 31- 60 61 -90 91-180 >180 Total
RM RM RM RM RM RM
Trade debtors 259,108 178,495 339,350 374,204 866,850 2,018,007

The Company's normal credit term ranges from 30 to 90 days. Other credit terms are assessed and
approved on a case-by-case basis.

Approximately 90% of the debts outstanding as at 31 May 2005 had been received subsequent to the
financial period end up to 11 October 2005.

As at 31 May 2005, the Company has concentration of credit risks in the form of outstanding
balances due from 2 debtors representing approximately 46% of total trade receivables.

Other receivables

Proformal Proformall

Audited as After After Pro

at 31 May  acquisition of forma I,

2005 KZSB, Rights  Public Issue

Issue and and listing

Share Split expenses

RM RM RM

Deposits - 38,397 38,397
Prepayments - 355,606 47,806
Pro forma balance as at 31 May 2005 - 394,003 86,203

The Group has no significant concentration of credit risk that may arise from exposures to a single
debtor or to groups of debtors.
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Cash and cash equivalents

Cash and cash equivalents as at 3]

May 2005

Adjustments for:

- Acquisition of KZSB

- Proceeds from Public Issue, net of
listing expenses

Pro forma balance as at 31 May
2005

Other payables

Payables and accruals
Deferred maintenance charges

Due to directors

The amounts due to directors are unsecured, interest free and have no fixed terins of repayment.

Pro forma 1 Pro forma I1

Audited After acquisition After Pro forma
asat 31 of KZSB, Rights I, Public Issue
May 2005  Issue and Share and listing
Split expenses

RM RM RM

2 2 2

- 1,652,063 1,652,063

- - 5,407,800

2 1,652,065 7,059,365

Pro forma I and

Audited as at I as at
31 May 2005 31 May 2005
RM RM

6,750 130,098

- 4,706

6,750 134,804
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Share capital

Issued and paid-up capital as at 31 May

2005
Adjustments for:

- Acquisition of KZSB and Rights Issue

- Arising from Public Issue

Pro forma balance as at 31 May 2005

Share premium

Share premium as at 31 May 2005
Adjustments for;

- Arising from Public Issue

- Listing expenses

Pro forma balance as at 31 May 2005

Deferred taxation

At | January
Recognised in income statement

At 31 May 2005

Proformal Proformall

Audited as After After Pro
at 31 May  acquisition of forma I,
2005 KZSB, Rights  Public Issue

Issue and and listing

Share Split expenses

RM RM RM

2 2 2

- 4,499,998 4,499,998

] - 2,000,000

2 4,500,000 6,500,000
Proformal Pro forma Il

Audited as After After Pro
at31 May  acquisition of forma I,
2005 KZSB, Rights Public Issue

Issue and and listing

Share Split expenses

RM RM RM

- - 4,600,000

{1,500,000)

3,100,000

Pro forma I and

II as at

31 May 2005

RM

147,049
30,075

177,124
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Financial instrumenis

The Company's financial risk management policy seeks to ensure that adequate financial resources
are available for the development of the Company's business whilst managing its interest rate and
liquidity risks. The Company's policy is not to engage in speculative transactions.

()

(i)

(i)

Liquidity risk

The Group actively manages its debt maturity profile, operating cash flows and the
availability of funding so as to ensure that all refinancing, repayment and funding needs are
met. As part of its overall prudent liquidity management, the Group maintains sufficient
levels of cash or cash convertible investments to meet its working capital requirements,

Credit risk

Credit risks, or the risk of counterparties defaulting, is controlled by the application of credit
approvals, limits and monitoring procedures. Credit risks are minimised and monitored via
strictly limiting the Group’s associations to business partners with high creditworthiness.
Trade receivables are monitored on an ongoing basis via the Group’s management reporting
procedures.

The Group does not have any significant exposure to any individual customer or
counterparty nor does it have any major concentration of credit risk related to any financial
instruments.

Fair value
The carrying amounts of cash and cash equivalents, trade and other receivables/payables,

approximate their fair values due to the relatively short term maturity of these financial
instruments.
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PRO FORMA CONSOLIDATED CASH FLOW STATEMENT

The following consolidated cash flow statement of the Group has been prepared based on the audited
financial statements of KZen and KZSB for the financial period ended 31 May 2005 and on the
assumption that the listing scheme as detailed in Section 2.3 of this report had been effected on 31

May 2005.

Cash flow from operating activities

Profit before taxation

Adjustments for:
Depreciation of plant and equipment
Amortisation of development expenditure
Provision for doubtful debts
Interest income

Operating profit before working capital changes
Working capital changes:

Receivables

Payables

Net cash generated from operations
Tax paid

Net cash generated from operating activities

Cash flow from investing activities

Acquisition of plant and equipment

Development costs incurred

Interest received

Net cash used in investing activities

Cash flow from financing activities

Proceeds from the rights issue

Proceeds from the public issue, net of listing expenses

Net cash generated from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Cash and cash equivalents at end of year comprised the following:

Deposits with licensed bank
Cash at bank and in hand

Pro forma Group Pro forma Group

Before Rights After Rights
Issue and Public Issue and Public
Issue Issue
RM RM
398,077 398,077
23,386 23,386
68,348 68,348
35,200 35,200
(2,500) (2,500)
522,511 522,511
147,625 455,425
(102,208) (102,208)
567,928 875,728
(12,501} {12,501)
555,427 863,227
(23,790) (23,790}
(162,883) {162,883)
2,500 2,500
(184,173) (184,173)
- 1,000,000
- 5,100,000
- 6,100,000
371,254 6,779,054
280,811 280,811
652,065 7,059,865
205,955 205,955
446,110 6,853,910
652,065 7,059,865
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PRO FORMA NET TANGIBLE ASSETS COVER

Based on the statement of assets and liabilities of the Group as at 31 May 2005, the pro forma net

tangible assets INTA) per share is calculated as follows:

Pro formal

Pro forma II

After After Pro
Audited as  acquisition of forma I,
at 31 May  KZSB, Rights Public Issue
2005 Issue and and listing
Share Split expenses
RM RM RM
NTA per statements of assets and liabilities as
at 31 May 2005 (6,748) (6,748) (6,748)
Adjustments for:
- Acquisition of KZSB and Rights Issue - 2,906,290 2,906,290
- Arising from Public Issue, net of listing - - 5,100,000
expenses
Pro forma balance as at 31 May 2005 (6,748) 2,899,542 7,999 542
Number of issued and paid-up shares as at 31
May 2005 2 2 2
Adjustments for:
- Acquisition of KZSB and Rights Issue - 44,999,998 44,999 998
- Arising from Public Issue - - 20,000,000
Pro forma number of shares 2 45,000,000 63,000,000
Net (Liabilities)/Tangible Assets Cover per
ordinary shares (337,400} sen 6.44 sen 12.31 sen
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EFFECT OF ACQUISITION METHOD OF ACCOUNTING

The completion of the listing scheme detailed in Section 2.3 of this Report has resulted in a
business combination between KZen and KZSB through an exchange of shares. As the business
combination meets the relevant criteria set out in MASB 21 — Business Combination, the
consolidated financial statement of the Group has been accounted for using the merger method of
accounting pursuvant to a group reorganisation. Had the acquisition method of accounting been
applied to the business combination on the assumption that the business combination occurred on 31
May 2005, the effects on the financial position of the Pro forma Group would have been as fellows:

Pro forma
Group as at
31 May 2005
NON-CURRENT ASSETS
Property, plant and equipment 151,000
Goodwill 1,037,766
Development costs 555,942
1,744,708
CURRENT ASSETS
Trade receivables 1,958,307
Other receivables 394,003
Cash and bank balances 6,752,065
9,104,375
CURRENT LIABILITIES
Other payables 134,804
Amount due to directors 426,046
Provision for taxation 517,859
1,078,709
NET CURRENT ASSETS 8,025,666
9,770,374
FINANCED BY
Share capital 6,500,000
Share premium 3,100,000
Accumulated losses {6,750)
9,593,250
NON CURRENT LIABILITY
Deferred taxation 177,124
9,770,374

However, under the merger method of accounting, since the actual business combination took place
on 10 June 2005, any difference between the cost of investment incurred by KZen and the nominal
value of KZSB shares as at that date will be debited/credited to merger deficit and reserve
respectively.
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DIVIDENDS

There was no dividend declared and paid for the financial years ended 31 December 2000 to 2004
and for the financial period ended 31 May 2005.

EVENTS SUBSEQUENT TO BALANCE SHEET DATE

(a) On 10 June 2005, KZen increased its authorised share capital from RMI100,000 to
RM25,000,000 through the creation of 24,900,000 ordinary shares of RM1.00 each.

{(b) The acquisition of the entire issued and paid capital of KZSB comprising 60,000 KZSB shares of
RM1.00 each by KZen for a total consideration of RM3,499,998 satisfied by the issuance of
3,499,998 new ordinary shares of RM0.10 each in KZen was completed on 10 June 2005.

(¢) The rights issue of 1,000,000 new ordinary shares of RM1.00 each at par on the basis of one (1)
new ordinary share for every three and half (3.5) existing shares held was completed on 21
September 2005.

{d) The share split involving the subdivision of every one (1) existing ordinary share of RM1.00
held in KZen into ten (10) ordinary shares of RM0.10 each was completed on 21 September
2005,

AUDITED FINANCIAL STATEMENTS

No audited financial statements of the Group have been made up in respect of any period subsequent
to 31 May 2005.

Yours faithfully

Sl & M \KMW_
ERNST & YOUN See Huey Beng — 1495/03/07(1)
AF0039 Partner

Chartered Accountants
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& Phone @03 2087-7000

Lewel 234, Menara silenion: Fax Sy 955342
Jabin Dramanlela iCeneral Line;

Pusal Banclar Damansara 031 20959076
0490 Rualy Lumipur, Malaysia 03 20059078

WAL YL O
Mail Aclddresa:
L0 Berg 1100400
30734 Kuala Lumpur, Malaysia

Reporting Accountants’ Report on Pro Forma Consolidated Balance Sheets
(Prepared for inclusion in the Prospectus to be dated 7 November 2005)

19 October 2005

The Board of Directors

KZen Solutions Berhad

Suite B-07-07, 7" Floor, Block B
Plaza Mont’Kiara

Jalan Kiara

50480 Kuala Lumpur.

Dear Sirs

KZEN SOLUTIONS BERHAD
PRO FORMA CONSOLIDATED BALANCE SHEETS
AS AT 31 MAY 2005

We report on the pro forma consolidated balance sheets set out in section 14 of the Prospectus to be dated
7 November 2005, which have been prepared for iilustrative purposes only, to provide information about
how the consolidated balance sheet of KZEN SOLUTIONS BERHAD (“KZen™) and its subsidiary,
KaiZenHR Sdn Bhd (“KZSB”) (collectively known as the “Pro forma Group™) as at 31 May 2005 that has
been presented might have been affected by the following scheme (collectively known as the “Listing
Scheme™):

(a)

(b)

Acquisition

Acquisition of the entire issued and paid up share capital of KZSB comprising 60,000 ordinary
shares of RM1.00 each for a total consideration of RM3,499,998 to be satisfied by the issuance
3,499,998 new ordinary shares of RM1.00 each in KZen.

The Acquisition was completed on 10 June 2005.

Rights Issue

KZen implemented a rights issue of 1,000,000 new ordinary shares of RM1.00 each at par on the
basis of one (1) new ordinary share for every three and half (3.5) existing shares held.

The Right Issue was completed on 21 September 2005.

Aoademlur ol Bl & Younyg Olotal
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(c)  Share Splt
Upcn the completion of the Acquisition and the Rights Issue, a share split involving the subdivision
of every one (1) existing ordinary share of RM1.00 held in KZen into ten (10) ordinary shares of
RM0.10 each will be carried out.
The Share Split was completed on 21 September 2005.

(d) Public Issue

Public issue of 20,000,000 new ordinary shares of RM(0.10 each at an issue price of RM0.33 per
share by way of public offering and private placement payable in full on application comprising:

- 2,000,000 new ordinary shares of RM0.10 each available for application by the public;

- 2,000,000 new ordinary shares of RM0.10 each available for application by eligible directors,
employees and business associates of the Group; and

- 16,000,000 new ordinary shares of RM0.10 each available for placement to selected investors.
(e) Listing and Quotation

Admission to the Official List and the listing and quotation of the entire enlarged issued and paid-up
share capital of KZen comprising 65,000,000 ordinary shares of RM0.10 each on the MESDAQ
Market of Bursa Malaysia Securities Berhad.

Ii is the responsibility solely of the directors of KZen to prepare the pro forma consolidated balance sheets
in accordance with the requirements of the Securities Commission Prospectus Guidelines in respect of
Public Offerings (*“the Guidelines™).

It is our responsibility to form an opinion, as required by the Guidelines, and to report our opinion to you.
Our work consisted primarily of comparing the unadjusted financial information presented with their
original form, considering the adjustments and discussing the pro forma consolidated balance sheets with
the responsible officers of KZen. Our work involved no independent examination of any of the
underlying financial information other than our audit of financial statements of KZen and KZSB that
included the audited balance sheet as at 31 May 2005, on which we reported to the members of KZen and
KZSB as of the date of our report.

In our opinion:
(a) the pro forma consolidated balance sheets have been properly compiled on the bases stated; and
(b)  within the context of the assumed date of the Listing Scheme:

(i)  such bases are consistent with the accounting policies of the Pro forma Group; and

(i)  the adjustments set out are appropriate for the purposes of the pro forma consolidated balance
sheets pursuant to the Guidelines.
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The accompanying pro forma consolidated balance sheets and this letter have been prepared solely for the
purposed stated above. This letter is not to be reproduced, referred to in any other document, or used for
any other purpose without our prior written consent.

Yours faithfully

Emnst & Young E E See Huey Be

AF: 0039 No. 1495/03/07(1)
Partner

Chartered Accountants

Kuala Lumpur, Malaysia
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Zlf ERNST & YOUNG (#F: 0038)

Chartered Accountants, Kuafa Lumpur
Fot wientification purposes only

NOTES TO THE CONSOLIDATED PRO FORMA BALANCE SHEETS

1.

The pro forma consolidated balance sheets have been prepared for illustrative purposes only to show
the effects of the Listing Scheme on the consolidated balance sheets as at 31 May 2005 had the
Listing Scheme been implemented and completed on that date and by application of the accounting
policies and bases consistent with those normally adopted in the preparation of the audited financial
statements of KZSB, by way of incorporating the adjustments as stated in Note 2 to 5 below;

Adjustment column I reflect the Acquisition of the entire equity issued and paid up share capital of
KZSB by KZen, satisfied by the issuance of 3,499,998 new ordinary shares of RM1.00 each in KZen
at par. The Acquisition was completed on 10 June 2005 and has been accounted for using the merger
accounting principles;

Intragroup balances have been eliminated such that the Pro forma Group reflects external transactions
only,

Adjustment column II reflects the Rights Issue of 1,000,000 new ordinary shares of RM1.00 each on
the basis of one (1) new ordinary share of RM1.00 each for every three and half (3.5) existing shares
held. The Rights Issue was completed on 21 September 2005;

Adjustment column III reflects the Share Split involving the subdivision of every one (1) existing
ordinary share of RM1.00 held in KZen into ten (10) ordinary shares of RM0.10 each. The Share
Split was completed on 21 September 2005; and

Adjustment column IV reflects the Public Issue of 20,000,000 new ordinary shares of RMO0.10 each at
an issue price of RM0.33 per share. The estimated listing expenses of RM1,500,000 (of which
RM307,800 has been prepaid) will be set off against the share premium arising.

- 145 -



-9vT -

Auo sesodind yoRDY(USH: 104
rOWNT BjENY 'SWRUNOTY PALRUTYD

(5600 4¥) ONTOARLSNYT [iF

1£Z1

GOO'0O0SS  O000000T

—ee.
B09CELS

—_—

PTILLY
[ T

Tosi

(99L°L€0'1)
OU001'E
000005

CO0001°E
006'000°7

BOYEEL'S

—_—

9955708

60L7840°1

GERTLIS
SHOGTr
PGE¥El

SLETOIS

008'L0b'S
(008°L0g)

SRRSO L
£07'98
LOE'RSEL

—_—e—

6 90L
ZF6 5SS
0007151

Wi Wy
al anss| dqn
YULIo) 014

r u_.—w_.:-m_.._ﬂe.

SIAIAE)S {21ouBuy psyphe ag) Jo uoneredaid syy un padope £|euiou 350t M JUAISISU0D $358q pue satorjed Jununoaoe sy jo vaneandde 4 pue eyep Teys uo paajdines pue palualujduy uasy wrydg Fury

e

006'000°st

—_—
809°ZEYE

———

¥I12LI

PEFSSPE
Toscy
BoL'Le0' )

m_co.acn.ﬁ,
a@%

e

909¢T6 2

604'8L0°(

GSE LIS
H0°STH
PORFE)

SLEVOD'E

SR0T5T 1
£00'P6E
LO£°8S6" |

000°008 o

—_—

Th6 Q0L
—_—

T 558

OO0 LEL

Wy
u
vuLIo}) axg

Wo
mdg meys

£ WAy

K] LTES
00005 000"000°1 000 00%'E B66'E6F'E
209'7¢9°¢ 08°7E9T
[ A PELLLL
PRESSEE FEFSEHT
{0sL9) 0529) {ZEL'Z0P'T)  TET'TOFZ
(992'LE0°1) (99£72£0°1)  {99s'2€0'1) -
000°005y 000°000°1 000005 '€ B6E6ER'E 00008
e e —— T T
809°7€5°E BO9'ZE9'T
e g r— g O
999°576'T 995'$76°]
A0L520°1 GOLRLO]
6587L18 65H°L1S [3%: AR
SrO'aTy 9F)" 9Ty 9RO’
FORFEN POS'FCL {0S2°F) rO8'zEL
SLE R0 CLEPOUE
£90'Z89°1 0000001 290°TSY £90°759
£00'F6E £00'F6E (054°) £5L°868
L0£'8E6°1 LOTBSE'] L0E'3¢8']
TF6'90L TVH 90L
Th6 5SS THESLE Tb6'scs
000 [$1 000°161 000° 151
Wy Wy W Wy wa
1] anss[ siydry 1 Supuneasy  wesinbay
BLLLOY 0.4 g0 04g iy
7 iuaunsalpy Twaunsnipy

———

[RVIRVIE AR

(8r2'9)

©5e'9)

(8b2'9}

(EvL0)

nsL'y

wH
$002Z AEly 1€
16 58 paypny

(U2s) aveys Jad syassy oqifue] 1oy

ANESH 11 SAURYS JO 1MWK

uolExE} paLafac]
ALFTAVITINIIANINON

$ASEO| PAENUNIDY

nayap 1adiz

wintluasd ueys

[ides anysg

HAHHSHTH ANY TV LIdVY) AHVHS

“AL) pasieul]

SLASSY LNTHHND LEN

UBIEXE) 10} UHSIA0L]
SI01ANP 0) B

sajqeAed 1210

SALLITIB V1] LNTUHNAD

SJuajAInba ysE2 pue ysesy

sistuiedasd pue sysadap ‘sapqeslasal Lo
S3|qealanal aped ).

SLASSY INIYHND

1509 Juawdojasasq
Juswidinba pue jue|d *Kadolg
SLASKY LNTHUND-NON

g8Za 0

34 P G007 AR LE JE 5B 139YS 20UR[RG PIUPNE 3 U0 wdyag FuNsIT 2y 3o 519302 943 moys 03 Ljuo sesodind sanensnip 10) pasedaid uaaq asEy MO|3] N0 JOS B $193YS IUBIEY PAIEPI|OSUOD eauray axd d1|)

S00T AVH I LV §¥ SLATHS ADNVIVE QALYAITOSNGD YINU0A OUd

AVHHAA SNCILLNTOS NZZH

(P.2103) NOTHAHL
HALLAT SINVINAOQJIV ONILYOdTY NV SLAFAHS ADNVIVE VIRIOAIOUd

h4!

A-LL9SHY oN Auedwio)




Company No.: 645677-D

15,

DIRECTORS’ REPORT

(Prepared for inclusion in this Prospectus)

To

KZen Solutions Berhad sy

Suite B-07-07 & B-07-08, 7th Fioor, Block B
Piaza Mont Kiara, Jalan Kiara, 50480 Kuala Lumpur, Malaysia.

@ 503 6201 0242 3 603 6203 5037
Level 40, Towar 2, KLCC 50088, Kuaia Lumpur, Malaysia.
T 603 2168 4243 F 603 2168 4201

Registered Office

No 4-1, Suite 1, Bangunan SIMVEST
Jalan 7/36, Sri Bintang Heights
Taman Sri Bintang

52100 Kuala Lumpur

The Shareholders of KZen Solutions Berhad

On behalf of the Board of Directors of KZen Solutions Berhad, I report after due enquiry, that during the
period from 31 May 2005 (being the date to which the last audited accounts of KZen and its subsidiary
company {“Group”) have been made up) to 25 Octdoer 2005(being the date not earlier than fourteen days
before the issue of this Prospectus) that:-

(a)
(b)

(c)

(d)

(e)

{H

the business of the Group, in the opinion of the Directors, have been satisfactorily maintained;

in the opinion of the Directors, no circumstances have arisen subsequent to the last audited
accounts of the Group which have materially and adversely affected the business and operations or
the value of the assets of the Group,

the current assets of the Group appear in the books at values, which are believed to be realisable in
the ordinary course of business;

there are no contingent liabilities that have arisen by reason of any guarantees or indemnities given
by the Group;

since the last audited accounts of the Group, there have not been any default or any known event
that could give rise to a default situation, in respect of payments of either interest and/or principal
sums in relation to any borrowings in which the Directors are aware of; and

since the last audited accounts of the Group, there have been no material changes in the published
reserves or any unusual factors atfecting the profits ot the Group.

Yours faithfully
For and on behalf of the Board of Directors
KZEN SOLUTIONS BERHAD

Sing

Chief Executive Qfficer

www.kaizenhr.com
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