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ONLINE ONE CORPORATION BERHAD

(Company No: 632267-P)

(Incorporated in Malaysia)

UNAUDITED INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER ENDED 30 JUNE 2006

CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FIRST QUARTER ENDED 30 JUNE 2006

(These figures have not been audited)

	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	CURRENT YEAR QUARTER
	
	PRECEDING YEAR CORRESPONDING QUARTER
	
	CURRENT YEAR TO DATE
	
	PRECEDING YEAR CORRESPONDING PERIOD

	
	30/06/2006
	
	30/06/2005
	
	30/06/2006
	
	30/06/2005

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

	
	
	
	
	
	
	
	

	Revenue
	11,629
	
	7,268
	
	11,629
	
	7,268

	
	
	
	
	
	
	
	

	Cost of sales
	(10,007)
	
	(5,811)
	
	(10,007)
	
	(5,811)

	
	
	
	
	
	
	
	

	Gross profit
	1,622
	
	1,457
	
	1,622
	
	1,457

	
	
	
	
	
	
	
	

	Interest income
	29
	
	-
	
	29
	
	-

	
	
	
	
	
	
	
	

	Other operating income
	11
	
	44
	
	11
	
	44

	
	
	
	
	
	
	
	

	Operating expenses
	(1,317)
	
	(603)
	
	(1,317)
	
	(603)

	
	
	
	
	
	
	
	

	Profit before tax
	345
	
	898
	
	345
	
	898

	
	
	
	
	
	
	
	

	Income tax expenses
	(6)
	
	(97)
	
	(6)
	
	(97)

	
	
	
	
	
	
	
	

	Net profit 
	339
	
	801
	
	339
	
	801

	
	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	
	

	Equity holders of the parent
	339
	
	801
	
	339
	
	801

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	      0.20
	
	      0.47
	
	      0.20
	
	      0.47      

	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Statements for the financial year ended 31 March 2006.  

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 JUNE 2006

(These figures have not been audited)

	
	
	AS AT END OF CURRENT QUARTER
	
	AS AT PRECEDING FINANCIAL YEAR
	

	
	
	30/06/2006
	
	31/3/2006
	

	
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	

	Assets
	
	
	
	
	

	Property, plant and equipment
	
	268
	
	254
	

	Development expenditure
	
	4,135
	
	3,992
	

	
	
	
	
	
	

	Current Assets
	
	
	
	
	

	Inventories
	
	394
	
	394
	

	Trade receivables
	
	10,205
	
	8,988
	

	Other receivables and prepaid expenses
	
	5,081
	
	11,207
	

	Cash and bank balances
	
	9,057
	
	8,493
	

	
	
	
	
	
	

	
	
	24,737
	
	29,082
	

	
	
	
	
	
	

	Current Liabilities
	
	
	
	
	

	Trade payables
	
	4,149
	
	3,092
	

	Other payables and accrued expenses
	
	72
	
	5,631
	

	
	
	
	
	
	

	
	
	4,221
	
	8,723
	

	
	
	
	
	
	

	
	
	
	
	
	

	Net Current Assets
	
	20,516
	
	20,359
	

	
	
	
	
	
	

	Deferred Liability
	
	
	
	
	

	Deferred tax liabilities
	
	(230)
	
	(255)
	

	
	
	
	
	
	

	Net Assets
	
	24,689
	
	24,350
	

	
	
	
	
	
	

	Represented by:
	
	
	
	
	

	
	
	
	
	
	

	Issued capital
	
	16,950
	
	16,950
	

	Share premium
	
	1,359
	
	1,359
	

	Reserve on consolidation
	
	-
	
	2,533
	

	Unappropriated profit
	
	6,380
	
	3,508
	

	
	
	
	
	
	

	
	
	24,689
	
	24,350
	

	
	
	
	
	
	

	Net assets per share attributable to ordinary equity holders of the parent (sen)
	
	     14.57
	
	      14.37
	


The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Statements for the financial year ended 31 March 2006.  

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 JUNE 2006

(These figures have not been audited)

	
	
	
	Non-distributable

reserve -
	
	Distributable

reserve -
	
	

	
	Issued capital
	
	Share premium
	
	Reserve on consolidation
	
	Unappropriated profit
	
	Total

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

	
	
	
	
	
	
	
	
	
	

	Balance as at 1 April 2006
	16,950
	
	1,359
	
	2,533
	
	3,508
	
	24,350

	Effect of adopting FRS 3
	-
	
	-
	
	(2,533)
	
	2,533
	
	-

	Net profit 
	-
	
	-
	
	-
	
	339
	
	339

	
	
	
	
	
	
	
	
	
	

	Balance as at 30 June 2006
	16,950
	
	1,359
	
	-
	
	6,380
	
	24,689

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Balance as at 1 April 2005
	11,300
	
	7,105
	
	2,533
	
	612
	
	21,550

	Net profit 
	-
	
	-
	
	-
	
	801
	
	801

	
	
	
	
	
	
	
	
	
	

	Balance as at 30 June 2005
	11,300
	
	7,105
	
	2,533
	
	1,413
	
	22,351


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Statements for the financial year ended 31 March 2006.  

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2006

(These figures have not been audited)

	
	
	CURRENT YEAR TO DATE
	
	PRECEDING YEAR CORRESPONDING PERIOD
	

	
	
	30/06/2006
	
	30/06/2005
	

	
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	

	CASH FLOW FROM/(USED IN) OPERATING ACTIVITIES
	
	
	
	
	

	Profit before tax
	
	345
	
	898
	

	Adjustments for:
	
	
	
	
	

	Deferred expenditure written off
	
	253
	
	-
	

	Amortisation of development expenditure
	
	142
	
	15
	

	Depreciation of property, plant and equipment
	
	37
	
	28
	

	   Interest income
	
	(29)
	
	-
	

	   Other non-cash item
	
	-
	
	1
	

	
	
	
	
	
	

	Operating Profit Before Working Capital Changes
	
	748
	
	942
	

	
	
	
	
	
	

	Changes In Working Capital:
	
	
	
	
	

	Net change in current assets
	
	4,648
	
	(5,780)
	

	Net change in current liabilities
	
	(4,502)
	
	(961)
	

	
	
	
	
	
	

	Cash Generated From/(Used In) Operations
	
	894
	
	(5,799)
	

	Income tax paid
	
	(22)
	
	(55)
	

	Interest received
	
	29
	
	-
	

	
	
	
	
	
	

	Net Cash From/(Used In) Operating Activities
	
	901
	
	(5,854)
	

	
	
	
	
	
	

	CASH FLOW USED IN INVESTING ACTIVITIES
	
	
	
	
	

	Development expenditure incurred
	
	(285)
	
	(429)
	

	Purchase of property, plant and equipment
	
	(52)
	
	(60)
	

	
	
	
	
	
	

	Net Cash Used In Investing Activities
	
	(337)
	
	(489)
	

	
	
	
	
	
	

	NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENT
	
	564
	
	(6,343)
	

	
	
	
	
	
	

	CASH AND CASH EQUIVALENT AT BEGINNING OF PERIOD
	
	8,493
	
	15,008
	

	
	
	
	
	
	

	CASH AND CASH EQUIVALENT AT END OF PERIOD
	
	9,057
	
	8,665
	

	
	
	
	
	
	


Notes:

Cash and cash equivalent comprise of:

	
	
	CURRENT YEAR TO DATE
	
	PRECEDING YEAR CORRESPONDING PERIOD
	

	
	
	30/06/2006
	
	30/06/2005
	

	
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	

	Fixed deposits with a licensed bank
	
	5,157
	
	5,000
	

	Cash on hand and at banks 
	
	3,900
	
	3,665
	

	
	
	
	
	
	

	
	
	9,057
	
	8,665
	

	
	
	
	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Statements for the financial year ended 31 March 2006.

A
EXPLANATORY NOTES PURSUANT TO FRS 134

A1
Basis of preparation

The interim financial report is unaudited and had been prepared in accordance with the requirements of Financial Reporting Standards (“FRS”) 134 “Interim Financial Reporting” and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market, and should be read in conjunction with the Group’s financial statements for the year ended 31 March 2006. 



The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2006 except for the adoption of the following new/revised FRS effective 1 April 2006:


FRS 2

Share-based Payment


FRS 3

Business Combinations


FRS 5 

Non-current Assets Held for Sale and Discontinued Operations


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 116 
Property, Plant and Equipment


FRS 121 
The Effects of Changes in Foreign Exchange Rates


FRS 127 
Consolidated and Separate Financial Statements


FRS 128
Investment in Associates


FRS 131
Interest in Joint Ventures


FRS 132
Financial Instruments: Disclosure and Presentation


FRS 133
Earnings Per Share


FRS 136 
Impairment of Assets


FRS 138 
Intangible Assets


FRS 140
Investment Property 


The adoption of the above FRS does not have significant financial impact on the Group, except as presented below:


FRS 3: Business Combinations
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. In accordance with the transitional provisions of FRS 3, the negative goodwill of RM2,533,000 as at 1 April 2006, which was previously recognized as a Reserve on Consolidation by the Group, was derecognised with a corresponding increase in unappropriated profit.

A2
Qualification of annual financial statements

The preceding year annual audited financial statements were not subject to any qualification.

A3
Seasonal or cyclical factors

The Group's interim operations were not subject to any seasonal or cyclical factors.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows

During the quarter under review, there were no unusual items affecting assets, liabilities, equity, net income or cash flows, which are unusual by reason of their nature, size or incidence except for the deferred expenditure written off as mentioned in Note B1 and B8.

A5
Changes in estimates

There were no changes in the nature and estimates of amounts reported which have a material effect on the results for the quarter under review.

A6
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities by the Company during the quarter under review.

A7
Dividends paid

There were no dividends paid during the quarter under review.

A8
Segment information

The Group operates predominantly in the information communication technology industry and principally in Malaysia. Accordingly, the financial information by geographical and industry segments of the Group’s operations are not presented.

A9
Valuation of property, plant and equipment

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

A10
Subsequent events

There were no material events subsequent to the end of the quarter under review that have not been reflected in the financial statements.

A11
Changes in the composition of the Group

There are no changes in the composition of the Group during the quarter under review.

A12
Contingent assets and contingent liabilities

There were no material contingent assets or contingent liabilities as at the date of this report.

A13
Capital commitments

There were no capital commitments as at the date of this report.

B
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

B1
Review of performance

The Group recorded revenue of approximately RM11.6 million for the quarter under review. 58% of the Group revenue was generated from the sales of total information technology solutions. The sales of software applications and related maintenance fees and revenue from provision of information management services contributed 21% each to the Group revenue.

Despite generated revenue of RM11.6 million, the Group recorded net profit of RM0.3 million for the quarter under review. The lower net profit is mainly attributable to the lower gross profit margin earned for the sales of total information technology solutions and higher operating expenses as a results of business expansion and increase in headcounts. In addition, the lower net profit is also due to write off of deferred expenditure amounted to RM253,000 during the quarter under review. As mentioned in Note B8, the Group has withdrawn the Proposed Offer and Proposed Partial Offer on 2 August 2006. As such, the professional fees in relation to the Proposed Offer and Proposed Partial Offer, which was previously capitalized as deferred expenditure, was written off during the quarter under review.

Other than the deferred expenditure written off as mentioned above, there are no material factors affecting the earnings and/or revenue of the Group for the current quarter and financial year-to-date.  

B2
Variation of results against preceding quarter

	
	CURRENT QUARTER 
	
	IMMEDIATE PRECEDING QUARTER 
	

	
	30/06/2006
	
	31/03/2006
	

	
	RM'000
	
	RM'000
	

	
	
	
	
	

	Revenue
	11,629
	
	13,922
	

	Profit before taxation (“PBT”)
	345
	
	461
	


The lower revenue recorded by the Group in the quarter under review is mainly due to decrease in sales of the total information technology solutions by approximately RM4.5 million. However, the decrease is offset by the increase in sales of software applications and related maintenance fees and revenue from provision of information management services amounted to RM0.5 million and RM1.7 million, respectively.

The Group recorded lower PBT of RM345,000 as compared to previous quarter of RM461,000. The lower PBT is mainly due to lower revenue generated, higher operating expenses incurred and deferred expenditure written off of RM253,000.

B3
Prospects

Barring unforeseen circumstances, the Board expects the financial year ending 31 March 2007 to be a satisfactory year.

B4
Profit forecast

The Group did not issue any profit forecast.

B5
Taxation

	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	CURRENT YEAR QUARTER 
	
	PRECEDING YEAR CORRESPONDING QUARTER 
	
	CURRENT YEAR TO DATE 
	
	PRECEDING YEAR CORRESPONDING PERIOD

	
	30/06/2006
	
	30/06/2005
	
	30/06/2006
	
	30/06/2005

	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	In respect of the current period:
	
	
	
	
	
	
	

	Estimated current tax payable
	31
	
	31
	
	31
	
	31

	Deferred taxation
	(25)
	
	66
	
	(25)
	
	66

	
	
	
	
	
	
	
	

	
	6
	
	97
	
	6
	
	97


One of the subsidiary companies, Online One Software (MSC) Sdn Bhd, has been accorded Multimedia Super Corridor Status and was granted Pioneer Status effective from 15 October 2002, which exempted 100% of the statutory business income from taxation for a period up to five (5) years. As such, the effective tax rate for the Group for the quarter under review and financial year-to-date is lower than the statutory income tax rate.

B6
Sale of unquoted investments and properties

There were no disposals of unquoted investments and properties during the quarter under review and financial year-to-date.

B7
Quoted securities

There were no acquisitions or disposals of quoted securities during the quarter under review.

B8
Status of corporate proposals announced but not completed

(I) Conditional voluntary general offer by Online One Corporation Berhad (“the Company” or “Online One”) through Avenue Securities Sdn Bhd (“Avenue”) to acquire 169,999,000 ordinary shares of RM0.10 each in FTEC Resources Berhad (“FRB”) (“FRB Shares”), representing 100% of the issued and paid-up share capital in FRB (“Proposed Offer”)

On 30 August 2005, Avenue, on behalf of the Board of Directors of Online One announced that, Online One has served a notice of conditional voluntary general offer on the Board of Directors of FRB. 

Pursuant to the Proposed Offer, Online One proposes to acquire the FRB Shares and will satisfy the consideration for the FRB Shares through the issuance of one (1) new ordinary share of RM0.10 each in Online One for every two (2) existing FRB Shares held. 

The Proposed Offer is subject to the following approvals:

(i) The Securities Commission (“SC”);

(ii) The Foreign Investment Committee (“FIC”);

(iii) Approval-in-principle from Bursa Securities for the listing of and quotation for the new Online One Shares to be issued pursuant to the Proposed Offer;

(iv) Online One’s shareholders at an extraordinary general meeting (“EGM”) to be convened; and

(v) Any other relevant authorities (if applicable).

(II) Conditional voluntary partial general offer by Online One through Avenue to acquire 29,221,278 ordinary shares of RM0.10 each in CBS Technology Berhad (“CBS”) (“CBS Shares”), representing 30% of the issued and paid-up share capital in CBS as at 29 August 2005 or up to 30% of the enlarged issued and paid-up share capital in CBS resulting from any issue of new CBS Shares pursuant to the exercise of options under CBS’s Employees’ Share Option Scheme (“CBS Options”) prior to the closing of the offer (“Proposed Partial Offer”).

On 30 August 2005, Avenue, on behalf of the Board of Directors of Online One announced that, Online One has served a notice of conditional voluntary partial general offer on the Board of Directors of CBS.

Pursuant to the Proposed Partial Offer, Online One proposes to acquire the CBS Shares and for every one (1) CBS Share held will be satisfied by the following:

(a) Cash of RM0.20; and

(b) Issuance of 0.25 new Online One Share. 

The Proposed Partial Offer is subject to the following approvals:

(i) The SC pursuant to Section 11(1) of the Malaysian Code on Take-overs and Mergers, 1998. The approval was obtained on 29 August 2005;

(ii) The SC for the issuance of new Online One Shares;

(iii) The FIC;

(iv) Approval-in-principle from Bursa Securities for the listing of and quotation for the new Online One Shares to be issued pursuant to the Proposed Partial Offer;

(v) Online One’s shareholders at an EGM to be convened; and

(vi) Any other relevant authorities (if applicable).

On 2 August 2006, Avenue, on behalf of Online One announced that, the SC had, through a letter dated 31 July 2006, approved the withdrawal of the Proposed Offer and Proposed Partial Offer. Following the SC's approval, the Proposed Offer and Proposed Partial Offer are withdrawn. The rationale for the withdrawal is in view of the lackluster market price of Online One Shares, where the implied valuation of FRB Shares and CBS Shares based on the market price of Online One Shares as of the date of announcement no longer garner a premium over the market price of the FRB Shares and CBS Shares.

B9
Status of utilisation of proceeds from Initial Public Offering

The Company raised RM18.309 million from its Initial Public Offering exercise. The details of the utilisation of proceeds as at 30 June 2006 are as follow:

	
	Proposed
	
	Actual
	
	

	
	Utilisation
	
	 Utilisation
	
	Balance

	Purposes
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	

	Project financing
	7,000 
	
	7,000
	
	-

	Research and development
	5,000 
	
	3,959
	
	1,041

	Branding and promotion
	1,000 
	
	115
	
	885

	Working capital
	3,909 
	
	3,939
	
	(30)*

	Listing expenses
	1,400 
	
	1,370
	
	30*

	
	
	
	
	
	

	
	18,309 
	
	16,383
	
	1,926


* The excess of RM30,000 allocated for listing expenses was utilised for working capital purposes.

B10
Group's borrowings and debt securities

The Group does not have any borrowings and debt securities as at 30 June 2006.

B11
Off balance sheet financial instruments

There were no off balance sheet financial instruments as at the date of this report.

B12
Material litigations

The Group has no outstanding material litigation as at the date of this report.

B13
Dividends

The Directors have not recommended or declared any dividends for the quarter ended 30 June 2006.

B14
Earnings per share

	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	CURRENT YEAR QUARTER 
	
	PRECEDING YEAR CORRESPONDING QUARTER 
	
	CURRENT YEAR TO DATE 
	
	PRECEDING YEAR CORRESPONDING PERIOD

	
	30/06/2006
	
	30/06/2005
	
	30/06/2006
	
	30/06/2005

	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	

	Net profit (RM'000)
	339
	
	801
	
	339
	
	801

	
	
	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	169,500
	
	169,500 *
	
	169,500
	
	169,500 *

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	            0.20
	
	             0.47 
	
	         0.20
	
	             0.47 


* Adjusted for the proportional change in the number of ordinary shares pursuant to the bonus issue, which was completed on 4 August 2005.

By Order of the Board

WONG KEO ROU (MAICSA 7021435)

Company Secretary

Kuala Lumpur

Date: 22 August 2006

