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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 2007.

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 2007 except for the adoption of the following new/revised FRS effective for financial period beginning 1 July 2007: 

FRS 107

Cash Flow Statements

FRS 112

Income Taxes

FRS 118

Revenue

FRS 137

Provisions, Contingent Liabilities and Contingent Assets

The adoption of 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 2007 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.  

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.
A14.
Capital Commitment

The amount of approved and contracted for commitments for the purchase of equipment not provided for in the current quarter under review is RM35,100.  
A15.
Significant Related Party Transactions

There were no significant related party transactions during 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 2008, the Group recorded a revenue of RM443,985 representing a decrease of 57% compared to RM1,032,698 for the corresponding quarter in preceding year. The decrease was mainly due to lower software license sales registered from the Group’s Human Capital Management system in the current quarter. 
The Group’s reported a loss of RM1,959,696 as a result of lower revenue registered, development cost of RM541,010 which was written off in accordance with the impairment review during the year, professional fees of RM308,000 incurred in relation to the application for the proposed acquisition of Izzinet Sdn Bhd (“Proposed Acquisition”) and provision for doubtful debts of RM779,000. 
B2.
Comparison with Preceding Quarter's Results

	
	Current

quarter ended 
31 December 2008
	Previous

 quarter ended

30 September 2008

	
	
	

	
	
	
	
	

	
	RM
	RM

	
	
	
	
	

	Revenue
	443,985
	774,832

	Net loss for the period
	(1,959,696)
	(44,173)

	
	
	
	
	
	
	

	
	
	
	
	
	
	


The Group recorded a lower revenue of RM443,985 in the current quarter as compared to RM774,832 in the preceding quarter mainly due to a reduction of high value contracts secured and longer time required to cater for customers’ specific requests hence resulting in lower billings. In tandem of the lower revenue registered, impairment of development cost of RM541,010, professional fees of RM308,000 incurred in relation to the Proposed Acquisition and provision for doubtful debts of RM779,000, the Group reported a loss of RM1,959,696.
B3.
Prospects for the Current Financial Year 
The Group will continue to focus on its core activities. However, in view of the current global economic situation, the Board of Directors will take measures to reduce costs and overheads to cushion the impact of the slowdown. 
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

	
	31.12.2008
	31.12.2007
	31.12.2008
	31.12.2007

	
	RM
	RM
	RM
	RM

	
	
	
	
	

	Current year income taxation
	-
	-
	-
	-

	Under/(over)provision in  prior years
	-
	-
	-
	-

	Deferred Taxation
	-
	-
	-
	-

	
	
	
	
	

	
	-
	-
	-
	-


Domestic income tax is calculated at the Malaysian statutory tax rate of 26% 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.
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 are no other corporate proposals announced but not completed as at the date of this announcement save as disclosed below: 

OSK Investment Bank Berhad on behalf of the Board of Directors of KZEN (“Board”), announced on 30 April 2008 that the Board proposes to implement the following:

i) Proposed acquisition of 11,111,000 ordinary shares of RM1.00 each in Izzinet Sdn Bhd (“IZZI”), representing 100% equity interest in IZZI for a total purchase consideration of RM150.0 million (“Proposed Acquisition”);
ii) Proposed waiver to the vendors of IZZI (“Vendors”) and the parties acting in concert with them from the obligation to extend a mandatory general offer for all the remaining shares not already owned by them in KZEN and all the new shares that may be allotted and issued pursuant to the exercise of KZEN’s employee share option scheme after the Proposed Acquisition (“Proposed Waiver”);
iii) Proposed placement of shares in KZEN held by the Vendors to investors to be identified later (“Proposed Placement”);
iv) Proposed increase in the authorized share capital of KZEN from RM25,000,000 comprising 250,000,000 shares of RM0.10 each to RM150,000,000 comprising 1,500,000,000 shares of RM0.10 each (“Proposed Increase in Authorized Share Capital”); and
v) Proposed amendments to the Memorandum and Articles of Association of KZEN ("Proposed Amendments").
(collectively referred to as the “Proposals”)

The Proposals are subject to the approvals of the Securities Commission (“SC”), the shareholders of KZEN, Bursa Securities and any other relevant authorities, if required.
The application to the SC was made on 8 May 2008. The said application was rejected by SC via its letter dated 15 September 2008. Following thereto, the Company had on 13 October 2008 submitted an appeal to the SC. The appeal was rejected by SC via its letter dated 6 February 2009. Consequently, KZen had on 12 February 2009 terminated the conditional Share Sale and Purchase Agreement (“SSA”) dated 30 April 2008 entered into with the vendors of Izzinet Sdn Bhd. The SSA shall lapse and cease to have any further force or effect.
B9.
Status of Utilisation of Proceeds

The Company raised RM7.6 million from the rights and public issue and has fully utilized the proceeds as at 25 November 2008:
	
	Proposed Amount
	Actual Utilisation
	Unused Amount
	Intended Timeframe for Utilisation

	
	RM’000
	RM’000
	RM’000
	

	Nature of Expenses
	
	
	
	

	Research and development
	3,500
	(3,500)
	-
	Within 24 months 

	Business development and expansion 
	1,500
	(1,500)
	-
	Within 24 months

	Working capital
	1,100
	(1,257)
	(157)
	Within 12 months

	Listing expenses
	1,500
	(1,343)
	157*
	Within 6 months

	Total
	7,600
	(7,600)
	-
	


Notes:

*
Any unutilised amounts for listing expenses has been adjusted accordingly in other working capital requirements.

B10.
Borrowings and Debt Securities

The Group does not have any interest bearing borrowings or debt securities as at 31 December 2008.
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 2008.
B14.
Loss Per Share

The Group’s loss per share for the period ended 31 December 2008 has been calculated based on the loss attributable to ordinary shareholders of KZEN divided by the weighted number of ordinary shares of RM0.10 each in issue for the period ended 31 December 2008.
	
	Current year quarter ended
	Current year to date

	
	31.12.2008
	31.12.2008

	
	
	

	Loss for the period attributable to the ordinary equity holder of the parent (RM)
	(1,959,696)
	(2,747,846)

	
	
	

	Weighted average number of ordinary  shares in issue
	65,280,000
	65,149,200

	Adjustments for share options
	-
	1,757,200

	Adjusted weighted average number of ordinary shares in issue and issuable
	65,280,000
	66,906,400

	
	
	

	Basic loss per share attributable to equity holders of the parent (sen)
	(3.00)
	(4.22)

	Diluted loss per share attributable to equity holders of the parent (sen)
	  (3.00)
	(4.11)


B15.
Authorised for Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the directors on 24 February 2009.
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