K-ONE TECHNOLOGY BERHAD

(Company No: 539757-K)

Interim Financial Reports for the 1st Quarter ended 31 March 2006

A. 
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“FRS’) 134 INTERIM FINANCIAL REPORTING

A1.     Basis of Preparation and Changes in Accounting Policies

The interim financial report is unaudited and has been prepared in accordance with FRS134 “Interim Financial Reporting” and Chapter 9 of the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market.

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

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 Standards (”FRS”) effective for the financial period beginning 1 January 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 Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rules

FRS 127
Consolidated and Separated 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 the above FRS, except for FRS3, does not have significant financial impact on the Group.  The principal effect of the changes in accounting policies resulting from the adoption of FRS3 is disclosed in Note A1.1 below. 

A1.1
FRS: 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 recognised immediately in profit or loss.  In accordance with the transitional provisions of FRS3, the negative goodwill as at 1 January 2006 of RM2,124,354 was derecognised with a corresponding adjustment to the opening balance of the retained earnings.

A2.
Audit Report of the preceding Annual Financial Report

The audit report for the annual financial statements of the Group for the financial year ended 31 December 2005 were not subject to any qualification.

A3.
Seasonality or Cyclicality of Operations

The Group’s business is usually seasonal in nature under normal circumstances. Sales for the first half of the year is normally lower than the second half of the year. The higher sales in the second half of the year are attributed to increased demand to meet the year-end festive season for consumer electronic products. 

A4.
Unusual Items

During the current quarter under review, there were no items or events that arose, which affected the assets, liabilities, equity, net income or cash flows, to the effect that is unusual in nature, size or incidence.

A5.
Change in estimates

There were no changes in estimates of amounts reported that have material effect on the results for the current quarter under review.

A6.
Issuances, cancellations, repurchase, resale and repayments of debt and equity securities
There were no issuance, cancellations, repurchases, resale and repayment of debt and equity security during the current quarter under review.

A7. 
Property, Plant and Equipment


There was no revaluation on property, plant and equipment of the Group during the current quarter under review.

A8.
Dividend 

No dividend has been declared or paid during the current quarter under review. 

A9.
Segmental Information

The Group currently exports 100% of its Design & Development and manufacturing services to Europe, USA and North Asia. 

A10.
Material Events Subsequent to 31 March 2006


There were no material events subsequent to the end of the current quarter under review that have not been reflected in the financial statements, except for those fully explained in Note B8.

A11.   Changes in the Composition of the Group
There were no changes in the composition of the Group during the quarter   under review except for the acquisition of 55% equity interest in BIG'ant (M) Sdn Bhd. The related announcement was released on 2 March 2006 and the acquisition was completed on 4 May 2006.
A12.
Contingent Liabilities or Contingent Assets
There were no material contingent liabilities or contingent assets as at 31 March 2006 and up to the date of this report.

A13.
Capital Commitments

There were no material capital commitments as at 31 March 2006 and up to the date of this report.

