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NOTES TO THE INTERIM FINANCIAL REPORT

A
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“FRS”) 134 INTERIM FINANCIAL REPORTING 
A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 “Interim Financial Reporting” and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market.


The interim financial statements should be read in conjunction with the latest audited financial statements of KZen Solutions Berhad (“KZEN or Company”) and its subsidiary, KaiZenHR Sdn Bhd (“Group”) for the financial year ended 31 December 2005.

A2.
Changes in Accounting Policies

The accounting policies adopted by the Group in this interim financial statements are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised FRS effective for financial period beginning 1 January 2006: 

FRS 2
Share-based Payment

FRS 3
Business Combination

FRS 101
Presentation of Financial Statements

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116 
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 132 
Financial Instruments: Disclosure and Presentation

FRS 133 
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

The adoption of all FRS mentioned above does not have significant impact on the Group.
A3.
Qualification of Financial Statements

The auditor’s report on the preceding financial statements of KZEN for the financial year ended 31 December 2005 was not subject to any audit qualification.

A4.
Seasonal or Cyclical Factors

The results of the Group were not materially affected by any significant seasonal or cyclical factors during the current quarter under review.

A5.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flow of the Group during the current quarter under review.

A6.
Material Changes in Estimates

There were no changes in estimates that have a material effect in the current quarter results. 

A7.
Debts and Equity Securities

There were no issuance, repurchase, cancellation, resale, and repayment of debt and equity securities for the current quarter under review other than the issuance of options under the Employee’s Share Option Scheme (“ESOS”) on 20th November 2006. As at 31 December 2006, 1,313,500 ESOS options have been granted to its eligible employees at an exercise price of RM0.18 per option.  
A8.
 Dividend

There were no dividends paid during the quarter under review.

A9.
Segmental Information

There is no segmental reporting as the Group's business is predominantly in Malaysia.

A10. 
Valuation of Property, Plant and Equipment

The Group did not revalue any of its property, plant and equipment during the current quarter under review.

A11.
Material Events Subsequent To The End of The Quarter

As at the date of this report, there were no material events subsequent to the end of the current quarter under review.

A12.
Changes in Composition of the Group

There were no changes in the composition of the Group for the current quarter under review. 
A13.
Contingent Assets and Liabilities

There were no contingent assets or contingent liabilities for the current quarter under review.

B. EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA SECURITIES FOR THE MESDAQ MARKET 

B1. 
Review of Performance

For the quarter ended 31 December 2006, the Group recorded a revenue of RM300,884 representing a 49% increase compared to RM201,718 for the corresponding quarter in preceding year. The increase was mainly due to higher sales contributed from the Group’s Human Capital Management system and maintenance revenue in the current quarter. 
Despite higher revenue and higher other operating income achieved in the current quarter, the Group reported a loss of RM797,480 as a result of higher staff related costs and higher operating and administrative costs, such as depreciation charges, provision for audit related fees and ESOS expense. 
B2.
Comparison with Preceding Quarter's Results

	
	Current 

quarter ended 
31 December 2006
	Previous

 quarter ended

30 September 2006

	
	
	

	
	
	
	
	
	
	

	
	RM
	
	
	RM
	
	

	
	
	
	
	
	
	

	Revenue
	300,884
	
	
	910,524
	
	

	Net loss for the period
	(797,480)
	
	         
	(1,412)
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


The Group recorded a lower revenue of RM300,884 in the current quarter as compared to RM910,524 in the preceding quarter mainly due to deferments in the implementation of the software system due to longer time required to cater for customers specific requests, lower maintenance revenue registered and unexpected delay in awarding of contracts to 2007. In tandem with lower revenue registered and lower gross margin arising from higher cost of sales during the period, the Group reported a loss of RM797,480 despite the fact that the operating and administrative expenses remain fairly constant.
B3.
Future Prospects
During 2006, the Group secured contracts from multinational companies, government sector and large local listed companies. Most of these projects are expected to be completed in 2007 and hence a larger portion of the revenue will be reflected in 2007. Nevertheless, the Group recognized that the competition from both local and international human capital management software (HCMS) providers has intensified, the Group will strive to broaden and strengthen its customer base in the domestic markets and continue to explore business opportunities in the overseas markets especially in South East Asia region. The is achievable with the roll out of new version of its HCMS Software whereby the Group believes that the ease of deployment and its comprehensive features will benefit both the project implementation team and the users/clients and thereby contributing to the Group's profitability.

Further, the Group is also developing a version of HCMS Software to cater for the small and medium enterprises and is also in the process of collaborating with a world-leading provider of business solutions for one of their solutions’ HR requirements. 

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group will be satisfactory in the financial year ending 31 December 2007. 

B4.
Variance on Profit Forecast/Profit Guarantee

The Group has not issued any profit forecast/profit guarantee for the current period and financial year to-date thus, this is not applicable to the Group.

B5.
Taxation
	
	Individual Quarter
	Cumulative Quarter

	
	Current year

Quarter
	Preceding year corresponding quarter
	Current year to date
	Preceding year corresponding period

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM
	RM
	RM
	RM

	
	
	
	
	

	Current year income taxation
	-
	6,770
	7,450
	6,770

	Under/(over)provision in  prior years
	-
	6,374
	-
	6,374

	Deferred Taxation
	-
	(98,060)
	-
	(117,800)

	
	
	
	
	

	
	-
	(84,916)
	7,450
	(104,656)


Domestic income tax is calculated at the Malaysian statutory tax rate of 28% of the estimated assessable profit for the period. No provision for taxation has been made for KZEN as there is no income tax liability imposed on the approved qualifying activities based on the Pioneer Status incentive awarded to KZEN as a Multimedia Super Corridor Status company under Section 4A of the Promotion of Investment Act, 1986 except for the interest income earned from fixed deposit which is taxable.

B6.
Profit on Sales of Unquoted Investment and/or Properties

There were no disposals of unquoted investments and/or properties by the Group for the current quarter under review and financial year to-date.

B7.
Quoted Securities

There was no purchase or disposal of quoted securities by the Group for the current quarter under review and financial year to-date.
B8.
Status of Corporate Proposal

There was no corporate proposal announced but not completed as at the date of this announcement.
B9.
Status of Utilisation of Proceeds

The Company raised RM7.6 million from the rights and public issue and has utilised approximately 57.7% of the proceeds as at 31 December 2006:

	
	Proposed Amount
	Actual Utilisation
	Unused Amount

	
	RM’000
	RM’000
	RM’000

	Nature of Expenses
	
	
	

	Research and development
	3,500
	(1,047)
	2,453

	Business development and expansion 
	1,500
	(741)
	759

	Working capital
	1,100
	(1,100)
	-

	Listing expenses
	1,500
	(1,500)*
	-

	Total
	7,600
	(4,388)
	3,212


B10.
Borrowings and Debt Securities

The Group does not have any interest bearing borrowings or debt securities as at 31 December 2006.

B11.
Off Balance Sheet Financial Instruments

The Group does not have any off balance sheet financial instruments as at the date of this report.
B12.
Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report.
B13.
Dividend


The Board of Directors do not recommend any dividend for the current quarter ended 31 December 2006.

B14.
Earnings Per Share

The Group’s loss per share for the period ended 31 December 2006 has been calculated based on the loss attributable to ordinary shareholders of KZEN of RM 797,480 divided by the weighted number of ordinary shares of RM0.10 each in issue for the period ended 31 December 2006.
	
	3 months ended
	12 months ended

	
	31.12.2006
	31.12.2006

	
	
	

	Loss for the period attributable to the ordinary equity holder of the parent (RM)
	797,480
	833,122

	
	
	

	Weighted average number of ordinary  shares in issue (’000)
	65,000,000
	65,000,000

	
	
	

	Basic earnings per share attributable to equity holders of the parent (sen)
	1.23
	1.28


B15.
Authorised for Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the directors on 16 February 2007.
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