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 2006. 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 2006.

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 2006 except for the adoption of the following new/revised Financial Reporting Standard (“FRS”) effective for financial period beginning on or after 1 October 2006:


FRS 117
Leases


FRS 124
Related Party Disclosures


The adoption of FRS 124 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of FRS 117 are discussed below and the ensuing sections:

FRS 117: Leases

Prior to 1 January 2006, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings. Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purposes of lease classification. 

A2.
Changes in Accounting Policies (Cont’d)

FRS 117: Leases (Cont’d)

Leasehold land held for own use is now classified as operating lease. Under the transitional provisions of FRS 117, the unamortised amount of leasehold land which had previously been classified as finance lease shall be classified as surrogate carrying amount of prepaid lease payments. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively. There were no effects on the result of the Group for the period. 

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
	FRS 117
	

	
	Stated
	(Note A2)
	Restated

	
	RM’000
	RM’000
	RM’000

	Consolidated Balance Sheet
	
	
	

	
	
	
	

	At 31 December 2006
	
	
	

	
	
	
	

	Property, plant and equipment
	49,557
	(797)
	48,760

	Prepaid land lease payments
	-
	797
	797

	
	
	
	


A4.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the financial statements for the year ended 31 December 2006 was not qualified.

A5.
Segment Information

Period ended 31 December 2007

	
	Continuing Operations
	Discontinued Operation

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

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

	
	
	
	
	
	
	
	
	
	
	

	Revenue from external customer
	26,733
	5,157
	80,362
	13,938
	
	126,190
	4,262
	
	4,262
	130,452

	Inter-segment revenue
	43
	-
	-
	-
	(43)
	-
	109
	(109)
	-
	-

	Total revenue
	26,776
	5,157
	80,362
	13,938
	(43)
	126,190
	4,371
	(109)
	4,262
	130,452

	
	
	
	
	
	
	
	
	
	
	

	Operating profit / (loss)
	(9)
	483
	1,572
	(1,799)
	
	247
	221
	
	221
	468

	Financing expenses
	
	
	
	
	
	(4,738)
	
	
	(28)
	(4,766)

	Financing income
	
	
	
	
	
	56
	
	
	6
	62

	Share of associate result
	
	
	
	
	
	162
	
	
	2,299
	2,461

	Profit / (Loss) before tax
	
	
	
	
	
	(4,273)
	
	
	2,498
	(1,775)

	Taxation
	
	
	
	
	
	(1,156)
	
	
	(91)
	(1,247)

	Profit / (Loss) after tax
	
	
	
	
	
	(5,429)
	
	
	2,407
	(3,022)

	
	
	
	
	
	
	
	
	
	
	


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 year ended 31 December 2007 except the effects of adoption of FRSs as disclosed in Note A2.

A7.
Changes in Estimates 


There were no 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 under review.

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 2006.

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

There have been no changes in composition of the Group during the quarter under review.
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 2007 is as follows:













RM’000


Approved and contracted for







     63
A14.
Changes in Contingent Liabilities and Contingent Assets


Contingent liabilities for the Company refer to bank guarantees and corporate guarantees extended in support of banking and credit facilities utilised by its subsidiaries. Contingent liabilities decreased from RM72.34 million as at 31 December 2006 to RM61.75 million as at 31 December 2007.

A15.
Subsequent Events


There were no material events subsequent to the end of the interim period up to 28 February 2008 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 recorded a profit after tax and minority interest of RM721,000 for the current quarter compared to a loss after tax and minority interest of RM12,142,000 for the preceding year corresponding quarter. Loss after tax and minority interest for the preceding year corresponding quarter was mainly due to lower contributions from Manufacturing and Construction Divisions, in addition to a provision for contingent loss of RM9,000,000 recognised on a conservative basis in the Construction Division.

The profit after tax and minority interest for the current quarter was affected by the Hostel Management Division, of which an under provision of tax for prior years amounting to RM2,256,000 was recognized arising from non-claimable industrial allowance and understatement of interest restriction.

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

The Group recorded a profit after tax and minority interest of RM721,000 for the current quarter compared to a profit after tax and minority interest of RM1,128,000 in the preceding quarter. The lower profit after tax and minority interest was mainly resulted from Hostel Management Division, of which an under provision of tax for prior years amounting to RM2,256,000 was recognised arising from non-claimable industrial allowance and understatement of interest restriction.
B3.
Commentary on Prospects

The Group has commenced construction and development works on new projects both locally and overseas under the Construction and Property Division. We are also in active negotiations on new projects which if secured, will also contribute positively to the performance of the Group. Additionally, the Manufacturing Division has made strong inroads into new international markets and customers for its customized molded polymer and elastomer products for the automotive, industrial, rail and motorcycle applications.
B4.
Profit Forecast or Profit Guarantee

Not applicable.

B5.
Income Tax Expense 

	

	3 months ended
	12 months ended

	
	31.12.2007
	31.12.2006
	31.12.2007
	31.12.2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations:-
	
	
	
	

	Current tax:
	
	
	
	

	Current period’s provision
	97
	76
	114
	121

	Under / (Over) provision in
prior years
	2,246
	(468)
	1,490
	(493)

	
	2,343
	(392)
	1,604
	(372)

	Deferred tax
	(448)
	(1,661)
	(448)
	(1,661)

	
	1,895
	(2,053)
	1,156
	(2,033)

	
	
	
	
	

	Discontinued Operation:-
	
	
	
	

	Current tax:
	
	
	
	

	Current period’s provision
	2
	3
	2
	3

	Deferred tax
	89
	(8)
	89
	(8)

	
	91
	(5)
	91
	(5)

	
	
	
	
	

	Total income tax expense
	1,986
	(2,058)
	1,247
	(2,038)


Taxation for the current quarter ended 31 December 2007 was mainly due to under provision for tax expense in prior years arising from non-claimable industrial building allowance and understatement of interest restriction for a hostel managed by a subsidiary.
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.
Status of Corporate Proposal

(a) Bumiputera Condition for Private Placement

The Company’s private placement exercise representing up to 5,689,980 new ordinary shares of RM1.00 each in the 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.

One of the conditions of the SC’s approval on the Private Placement is that 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 SC had on 31 July 2006, approved an extension of time of one (1) year i.e. to 19 August 2007, for the Company to comply with the Bumiputera Condition. 

Subsequently, SC vide its letter on 22 August 2007 had approved for a further extension of time of one (1) year i.e. to 19 August 2008, for the Company to comply with the Bumiputera Condition.
(b) Proposed Provision of Financial Assistance

On 28 May 2007, Citarasa Haruman Sdn Bhd (“CHSB”), a 40%-owned associated company of the Company had entered into a conditional Sale and Purchase Agreement (“SPA”) with LBCN Development Sdn Bhd (“LBCN”) for the proposed acquisition by CHSB from LBCN of a piece of vacant leasehold land measuring approximately 78 acres held under HSD 5304, PT 3861, Mukim Ijok, Daerah Kuala Selangor, Selangor for a total cash consideration of RM25,482,600 (“Purchase Consideration).

Pursuant to the SPA, the Company and Jetson Construction Sdn Bhd (“JCSB”) have agreed to set off part of the indebtedness, which has been novated by Vega Builders Sdn Bhd (“VBSB”) to LBCN, amounting to RM12,000,000 as part payment of the Purchase Consideration.

The Proposed Provision of Financial Assistance involves the settlement of the indebtedness amounting to RM12 million owing by VBSB by way of setting off against part of the Purchase Consideration on behalf of CHSB. The Proposed Provision of Financial Assistance is subject to the approval of the shareholders of the Company at an extraordinary general meeting to be held.

Bursa Malaysia Securities Berhad (“Bursa Securities”) had, via its letter dated 24 July 2007, approved the Company’s application for an extension of time for 3 months up to 28 October 2007 to issue a circular to its shareholders in relation to the Proposed Provision of Financial Assistance pursuant to Paragraph 8.30(a) of the Listing Requirements.

Subsequently, on 8 October 2007, the Company had applied for 2nd extension of time up to 28 March 2008 in order to allow the parties concerned to have greater certainty to complete the SPA pursuant to certain conditions to completion, as set out in the SPA.
Bursa Securities had, via its letter dated 12 October 2007, approved the Company’s application for a further extension of time up to 28 March 2008 to submit the draft circular to Bursa Securities in relation to the Proposed Provision of Financial Assistance pursuant to Paragraph 8.30(a) of the Listing Requirements.
(c) Proposed Disposal of Environmental Services Division

The Company had entered into a conditional Share Sale Agreement dated 14 November 2007 with Kumpulan Darul Ehsan Berhad (“KDEB”) for the disposal of a wholly-owned subsidiary of the Company, Jetson Corporation Sdn Bhd to KDEB for a cash consideration of RM30,700,000.
With the Proposed Disposal, KDEB shall also be deemed to obtain indirect control in the subsidiaries of JCorp, namely, Hebat Abadi Sdn Bhd and Segar Prima Sdn Bhd and the associated company of JCorp, namely Alam Flora Sdn Bhd.

The Proposed Disposal is conditional upon approvals being obtained from the following authorities/parties:-

(i) the SC;

(ii)
the shareholders of the Company at an extraordinary general meeting to be convened; and

(iii)
any other relevant authorities or parties, if required.
The Company had on 19 December 2007, submitted an application in relation to the Proposed Disposal to the SC for its approval. Subsequently, SC via its letter on 25 February 2008, had approved the Proposed Disposal, subject to the following conditions:-
(i) The Company to disclose the status of utilisation of the disposal proceeds arising from the Proposed Disposal in its quarterly reports; and

(ii) MIMB Investment Bank Berhad and the Company to inform SC upon completion of the Proposed Disposal and to provide a confirmation to the SC that the Company has complied with the terms and conditions of approval and all other relevant requirements in relation to the Proposed Disposal under the SC’s Policies and Guidelines on Issue / Offer of Securities.

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

	Continuing Operations:-
	

	Short Term
	45,220

	Long Term
	20,569

	
	

	Discontinued Operation:-
	

	Short Term
	334

	Long Term
	43

	
	

	Total:-
	

	Short Term
	45,554

	Long Term
	20,612


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.
Status in Material Litigation

 (a)
the Company entered into a construction contract with Kumpulan Sepang Utama Sdn Bhd (“Respondent”). On July 2002, the project was suspended indefinitely and remains incomplete. 
On 12 December 2002, the Company joined a winding up petition together with third parties and filed in action against the Respondent, pursuant to the recovery of the outstanding amounts due from the Respondent. 
On 22 August 2003, the Company lodged a Debt General Form with Official Assignee and currently the case is under the Official Assignee.

(b) the Company made various claims against Xin Yiap Project Consultants Sdn Bhd (formerly known as Xin Yiap Management Services Sdn Bhd) (“Xin Yiap”) by way of arbitration proceedings arising out of a construction contract in respect of superstructure works on 3 Blocks of 5-Storey Apartments for “Cadangan Skim Perumahan Di Atas Lot 2851, Mukim Cheras, Daerah Ulu Langat, Selangor” (“Project”). The Company was the contractor employed by Xin Yiap in that Project and the works were completed and a Certificate of Practical Completion was issued.
The works were completed later than the time stipulated in the contract due to events which caused delay and which form part of the disputes in the arbitration. The Company succeeded in obtaining the Arbitrator’s Award on 23 March 2004 and Xin Yiap failed in its counterclaim against the Company. The Arbitrator’s Award was challenged by Xin Yiap at the High Court and the High Court set aside the Arbitrator’s Award. The Company has filed for an appeal at the Court of Appeal against the decision of the High Court. No hearing date has been fixed for the appeal as yet. The solicitors are of the opinion that the Company has a reasonably strong case to appeal.

B12.
Dividend Payable
No final dividend will be recommended by the Board of Directors for the financial year ended 31 December 2007.

B13.
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

	
	31.12.2007
	31.12.2006
	31.12.2007
	31.12.2006

	
	
	
	
	

	Loss from continuing operations attributable to ordinary equity holders of the parent (RM’000) 
	(292)
	(12,992)
	(3,562)
	(19,172)

	
	
	
	
	

	Profit from discontinued operation attributable to ordinary equity holders of the parent (RM’000) 
	1,013
	850
	2,400
	1,131

	
	
	
	
	

	Profit / (Loss) attributable to ordinary equity holders of the parent (RM’000) 
	721
	(12,142)
	(1,162)
	(18,041)

	
	
	
	
	

	Weighted average number of 
	
	
	
	

	ordinary shares in issue (‘000)
	52,791
	52,418
	52,663
	52,415

	Increase in shares on conversion of ICULS (‘000)
	6,393
	6,766
	6,393
	6,766

	Adjusted weighted average number of 
	
	
	
	

	ordinary shares in issue (‘000)
	59,184
	59,184
	59,056
	59,181

	
	
	
	
	



The comparative basic earnings per share has been restated to take into account the effect of mandatory conversion of ICULS.

(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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