KUMPULAN JETSON BERHAD

NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Basis of preparation


The interim financial statements have been prepared under the historical cost convention except for the revaluation of freehold land included within property, plant and equipment.


The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of Group since the year ended 31 December 2005.

A2.
Changes in Accounting Policies


The significant accounting policies adopted 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 Financial Reporting Standard (“FRS”) effective for financial period beginning 1 January 2006:


FRS 2

Share-based Payment


FRS 3

Business Combinations


FRS 101
Presentation of Financial Statements


FRS 102
Inventories


FRS 108
Accounting Policies, Changes in Estimates and Errors


FRS 110
Events after the Balance Sheet Date


FRS 112
Income Taxes


FRS 116
Property, Plant and Equipment


FRS 127
Consolidated and Separate Financial Statements


FRS 128
Investments in Associates


FRS 132
Financial Instruments: Disclosure and Presentation


FRS 133
Earnings Per Share


FRS 136
Impairment of Assets


FRS 138
Intangible Assets


The adoption of FRS 2, 102, 110, 127, 128 and 132 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below and the ensuing sections:

(a) FRS 2: Share-based Payment

This FRS requires an entity to recognise share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other asset or equity instruments of the entity.

Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and of which had not yet been vested on 1 January 2006. The Company did not grant any ESOS after 31 December 2004. Therefore, there is no impact on the Group.

(b) FRS 3: Business Combinations, FRS136: Impairment of Assets and FRS 138: Intangible Assets 

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognized immediately in profit or loss.  Prior to 1 January 2006, negative goodwill was not amortised. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM256,518 was de-recognised with a corresponding increase in retained earnings.

In addition, the useful lives of other intangible assets are now assessed at the individual asset level as having either a finite or indefinite life.  Prior to 1 January 2006, intangible assets were considered to have a finite useful life and were stated at cost less accumulated amortisation and impairment losses. Other intangible assets of the Group with finite useful lives continue to be stated at cost less accumulated amortisation and impairment losses.

(c) FRS 101: Presentation of Financial Statements

The adoption of revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period.  A similar requirement is also applicable to the statement of changes in equity.  FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(d) FRS 112: Income Taxes

In prior years, the Group and the Company recognised deferred tax assets on unused reinvestment allowances as required by FRS 112 paragraph 37. During the current year, the Group and the Company changed its accounting policy and accordingly, deferred tax assets on unused reinvestment allowances are no longer recognised. The effects arising from this change on the comparative figures are as follows: 

	
	As at 1.1.2006
	As at 1.1.2005

	
	RM’000
	RM’000

	
	
	

	Decrease in retained earnings
	2,987
	4,022

	
	
	

	Increase in deferred tax liabilities
	2,987
	4,022

	
	
	

	
	3 months ended

31.12.2005
	12 months ended

31.12.2005

	
	RM’000
	RM’000

	
	
	

	Increase in profit for the period
	1,035
	1,035


A3.
Comparatives


The following comparative amounts have been reclassified due to the adoption of new/revised FRSs and to better present the nature of the assets. These reclassifications have no effect on the results of the Group:

	
	
	
	
	

	
	Previously
	Reclassifi-
	FRS112
	

	
	Stated
	cation
	(Note A2(d))
	Restated

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Consolidated Balance Sheet
	
	
	
	

	At 31 December 2005
	
	
	
	

	
	
	
	
	

	Property, plant and equipment
	93,437
	(41,289)
	-
	52,148

	Concession assets
	-
	41,289
	-
	41,289

	Reserves
	33,096
	-
	(2,987)
	30,109

	Deferred tax liabilities
	347
	-
	2,987
	3,334

	
	
	
	
	

	Consolidated Income Statements
	
	
	
	

	3 months ended 31.12.2005
	
	
	
	

	
	
	
	
	

	Share of associates’ results
	895
	(71)
	-
	824

	Taxation
	4
	71
	1,035
	1,110

	
	
	
	
	

	12 months ended 31.12.2005
	
	
	
	

	
	
	
	
	

	Share of associates’ results
	560
	(168)
	-
	392

	Taxation
	(596)
	168
	1,035
	607

	
	
	
	
	

	Consolidated Cash Flow Statement
	
	
	
	

	12 months ended 31.12.2005
	
	
	
	

	
	
	
	
	

	Profit before tax
	1,106
	(168)
	-
	938

	Adjustment for non-cash items
	12,966
	168
	-
	13,134

	
	
	
	
	

	
	
	
	
	


A4.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.

A5.
Segment Information


Period ended 31 December 2006

	Business Segments
	Construction and Property
	Hostel Management
	Manufacturing
	Environmental services
	Investment holding
	Elimination
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	

	Revenue from external customer
	11,528
	5,513
	84,324
	4,581
	254
	
	106,200

	Inter-segment revenue
	56
	-
	5
	125
	-
	(186)
	-

	Total revenue
	11,584
	5,513
	84,329
	4,706
	254
	(186)
	106,200

	
	
	
	
	
	
	
	

	Operating (loss)/profit
	(11,371)
	1,012
	(4,253)
	(143)
	(3,518)
	
	(18,273)

	Finance expenses
	
	
	
	
	
	
	(5,687)

	Finance income
	
	
	
	
	
	
	1,871

	Share of associates’ results
	
	
	
	
	
	
	1,426

	Loss before tax
	
	
	
	
	
	
	(20,663)

	
	
	
	
	
	
	
	


A6.
Unusual Items due to their Nature, Size or Incidence


There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 December 2006 except the effects of adoption of FRSs as disclosed in Note A2 and Note A7.

A7.
Changes in Estimates 


The revised FRS 116, Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end.  The Group revised the residual values of certain motor vehicles and heavy machineries, and the estimated useful lives of certain plant and machineries with effect from 1 January 2006.  The revisions were accounted for as change in accounting estimates and as a result, the depreciation charges for the current quarter and the current financial period ended 31 December 2006 have been reduced by approximately RM539,000 and RM2,258,000.


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

A8.
Comments about Seasonal or Cyclical Factors


The business of the Group was not affected by any significant seasonal or cyclical factors for the financial period under review.

A9.
Dividends Paid


No dividend has been paid out during the quarter.

A10
Carrying Amount of Revalued Assets


The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2005.

A11.
Debt and Equity Securities

During the quarter, there was no movement in the issued and paid up capital of the Company.

A12.
Changes in Composition of the Group

During the quarter, there is no change in the composition of the companies in the Group.

A13.
Capital Commitments


The amount of commitments for the property, plant and equipment not provided for in the interim financial statements as at 31 December 2006 is as follows:













RM’000


Approved and contracted for







     67

A14.
Changes in Contingent Liabilities and Contingent Assets


Contingent liabilities for the Company refer to corporate guarantees extended in support of credit facilities utilised by its subsidiaries. Contingent liabilities decreased from RM78.30 million as at 31 December 2005 to RM70.99 million as at 31 December 2006.

A15.
Subsequent Events


There were no material events subsequent to the end of the interim period up to 27 February 2007 that have not been reflected in the financial statements for this quarter.
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Performance Review

The Group recognised a loss before tax of RM14,458,000 for the current quarter compared to a restated profit before tax of RM801,000 for the preceding year corresponding quarter. This is mainly due to lower contributions from the Manufacturing and Construction Divisions, in addition to a provision for contingent loss of RM9 million recognised on a conservative basis in the Construction Division.

B2.
Comment on Material Change in Results Against the Preceding Quarter

The Group recorded a loss before tax of RM14,458,000 during the quarter under review compared to a loss before tax of RM4,388,000 in the preceding quarter. This is mainly due to the following:

a. effects of higher raw materials prices as well as lower revenues under the Manufacturing Division which was affected by the general slow down in automotive sales.

b. lower contribution from the Construction Division.

c. a provision for contingent loss of RM9 million recognised on a conservative basis in the Construction Division.

B3.
Commentary on Prospects

The Group is operating in an increasingly competitive domestic environment and the effects of rising raw materials prices and operating costs have resulted in losses to the Group in the current financial year.  The Group will leverage on our technical capabilities and our edge in niche markets, to expand our operations and business segments in both the domestic and international markets, in order to regain profitability.

B4.
Profit Forecast
or Profit Guarantee

Not applicable.

B5.
Income Tax Expense 

	
	3 months ended
	12 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current tax:
	
	
	
	

	Current period’s provision
	79
	170
	124
	530

	Overprovision in prior years
	(468)
	-
	(493)
	143

	
	(389)
	170
	(369)
	673

	Deferred tax
	(1,669)
	(1,280)
	(1,669)
	(1,280)

	
	(2,058)
	(1,110)
	(2,038)
	(607)

	
	
	
	
	


The tax credit for the current quarter ended 31 December 2006 is mainly due to overprovision of tax expense in prior years and reversal of deferred tax liabilities of certain subsidiaries.

B6.
Sale of Unquoted Investments and Properties


There is no sale of unquoted investments and / or properties for this quarter.

B7.
Quoted Securities


Not applicable.

B8.
Corporate Proposals

The Company’s private placement exercise representing up to 5,689,980 new ordinary shares of RM1.00 each in Company, or equivalent to 10% of the enlarged issued and paid-up share capital of the Company, assuming full conversion of outstanding irredeemable convertible unsecured loan stocks (“Private Placement”), was approved by the Securities Commission (“SC”) on 15 June 2004 subject to compliance with certain conditions.

In relation to SC’s approval on the Private Placement, the Company should allocate 30% of the placement shares to Bumiputera investors or increase its Bumiputera equity by 3.46% of the enlarged issued and paid-up share capital within two (2) years from the date of the implementation of the Private Placement, i.e. by 19 August 2006 (“Bumiputera Condition”).

The Securities Commission had on 31 July 2006, approved an extension of time of one (1) year i.e. by 19 August 2007, for the Company to comply with the Bumiputera Condition.

B9.
Borrowings

The Group’s borrowings at the end of the quarter under review:

a) are secured by way of negative pledge, legal charge and / or corporate guarantees executed by the Company 

b) are segregated into short and long term as follows :

	
	RM’000

	Short Term
	55,696

	Long Term
	25,252


c)
are denominated in RM.

B10.
Off Balance Sheet Financial Instruments


There is no financial instrument with off balance sheet risk at the date of this report.

B11.
Changes in Material Litigation

As at 31 December 2006, there was no change in the status of an action for recovery of outstanding debts as disclosed since the last annual balance sheet date of 31 December 2005.

B12.
Dividend Payable

The Board at this juncture has not proposed any dividend for the current period to date.

B13.
(Loss) / Earnings Per Share (EPS)

(a) Basic

The calculation of basic earnings / (loss) per share is based on the net profit/(loss) for the period attributable to ordinary equity holders of the parent divided by the weighted average number of ordinary shares in issue during the period including the effect of mandatory conversion of ICULS which is required by FRS133. 

	
	Current Quarter
	Cumulative Quarter

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	
	Restated
	
	Restated

	
	
	
	
	

	(Loss)/Profit attributable to ordinary 
	
	
	
	

	equity holders of the parent (RM’000)
	(12,142)
	1,731
	(18,041)
	1,865

	After tax effect of interest on ICULS (RM’000)
	66
	66
	263
	263

	(Loss)/Profit attributable to ordinary 
	
	
	
	

	equity holders of the parent including mandatory conversion (RM’000)
	(12,076)
	1,797
	(17,778)
	2,128

	
	
	
	
	

	
	
	
	
	

	Weighted average number of 
	
	
	
	

	Ordinary shares in issue (‘000)
	52,415
	52,346
	52,415
	52,381

	Increase in shares on conversion of ICULS (‘000)
	6,766
	6,771
	6,766
	6,771

	Adjusted weighted average number of 
	
	
	
	

	Ordinary shares in issue (‘000)
	59,181
	59,117
	59,181
	59,152

	
	
	
	
	

	
	
	
	
	


(b) Diluted 

The Company has 2 categories of dilutive potential ordinary shares:

(i) ESOS options granted to eligible directors and employees of the Group; and

(ii) 17,004,000 warrants

There is no dilution in the earnings per share of the Company as the market values of the above securities were lower than the exercise prices.  Accordingly, there is no assumed full conversion of the securities to merit for adjusting for an increase in the number of ordinary shares which could result in a dilution of the Company's earnings per share.
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