K-ONE TECHNOLOGY BERHAD

(Company No: 539757-K)

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

NOTES TO THE INTERIM FINANCIAL REPORT 

FOR THE QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2006

B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD (‘BURSA SECURITIES”)

B1.     Review of Performance 

For the first quarter and financial period ended 31 March 2006, the Group recorded revenue of RM8.4 million and profit-after-tax of RM1.2 million.

There is no comparison with the corresponding quarter results in the preceding year as this is the third quarterly consolidated result of the Group to be submitted to Bursa Securities. 

B2.
Comparison of Current Quarter Results with the Preceding Quarter

For the first quarter ended 31 March 2006, the Group achieved revenue of RM8.4 million and profit-after-tax of RM1.2 million compared to revenue of RM6.6 million and profit- after-tax of RM1.2 million respectively for the fourth quarter ended 31 December 2005.  Revenue was 27% higher, while the profit- after- tax remains the same. 

The growth in revenue was mainly due to new projects being executed for major customers like Sony Ericsson, Axis and Camfil.

B3.
Prospects for the current financial year

Barring any unforeseen circumstances, the Board remains optimistic of the Group’s performance in the financial year ending 31 December 2006. 

B4.
Variance on Profit forecast and Profit Guarantee

The Group has not provided any profit forecast or profit guarantee in a public document.

B5.
Taxation 

No provision for tax was required for the financial period ended 31 March 2006 in respect of its core activities as the Group is still within the tax exemption period granted by the Ministry of International Trade and Industry and Ministry of Finance. 

B6.
Profit on Sale of Unquoted Investment and/or Properties

There was no disposal of unquoted investment or properties during the financial quarter under review.

B7.
Purchase and Disposal of Quoted Securities 

There was no purchase or disposal of quoted securities during the financial quarter under review.

B8.
Status of Corporate Proposals 

(i) On 27 March 2006, the Company proposed the following: -
(a) a bonus issue of 70,686,000 new ordinary shares of RM0.10 each (“Shares”) in K-One Tech (“Bonus Shares”) on the basis of seventeen (17) new Shares for every (10) existing Shares held at an entitlement date to be determined later (“Bonus Issue”), and
(b) a proposed increase in the authorised share capital from RM10,000,000 comprising 100,000,000 ordinary shares of RM0.10 each to RM25,000,000 comprising 250,000,000 ordinary shares of RM0.10 each. 
On 12 April 2006, Bursa Securities has approved the Bonus Issue. 

The above proposals have obtained the shareholders' approval at an Extraordinary General Meeting held on 2 May 2006 and the related announcement was released on 2 May 2006. 

The Board further released an announcement on the notice of bonus entitlement with regard to the Bonus Shares on 2 May 2006. The entitlement date of the Bonus Shares was 22 May 2006. 

Status of utilisation of proceeds

As at 29 May 2006 the proceeds arising from the public issue of approximately RM8,369,000 were utilised as follows: 

	Purpose
	Proposed utilisation

RM’000
	Amount utilised

RM’000
	Balance

RM’000

	Upgrading of D&D Centre
	1,500
	Nil
	1,500

	Establishment of global sales offices
	900
	Nil
	900

	Expansion plans for manufacturing facilities
	1,550
	Nil
	1,550

	Working capital 
	3,219
	3,123
	96

	Estimated shares issue expenses
	1,200
	1,136
	*64

	Total 
	8,369
	4,259
	4,110


* Unutilised amount shall be used for working capital purpose of the Group.

B9.
Group Borrowings and Debt Securities 

Particulars of the Group’s borrowings denominated in Ringgit Malaysia as at 31 March 2006 are as follows:

	
	
	RM’000

	Short term borrowings – Unsecured
	

	
	  Bankers’ acceptance 
	691

	
	  Hire purchase 
	55

	
	

	Long term borrowings – Unsecured
	

	
	 Hire purchase
	101

	
	

	Total Borrowings
	847


B10.
Off Balance Sheet Financial Instruments

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

B11.
Material Litigations

As at the date of this report, there was no material litigation against the Group.

B12.
Earnings Per Share

(a)
Basic earnings per share

The earnings per share for the current period to date is calculated by dividing the net profit attributable to shareholders of RM1,208,750, by the number of shares in issue of 37,800,000 of RM0.10 each. 

	
	Current quarter 

31/03/2006
	Current period to-date

31/03/2006

	Net profit (RM’000)


	1,209
	1,209

	Weighted average number of Ordinary shares of RM0.10 each (‘000)
	37,800
	37,800

	Basic Earnings per Ordinary Shares (sen)
	

3.2
	3.2


(b)
Fully diluted earnings per share

For the purpose of calculating diluted earnings per share, the weighted average number of shares has been adjusted for the dilutive effects of the shares options granted to the employees.

	
	Current quarter 

31/03/2006
	Current period to-date

31/03/2006

	Net profit (RM’000)


	1,209
	1,209

	Weighted average number of Ordinary shares of RM0.10 each (‘000)

Effect of dilution of share options

Adjusted weighted average number of ordinary shares in issue and issuable
	37,800

625

38,675


	37,800

625

38,675

	Diluted Earnings per Ordinary Shares (sen)
	3.1
	3.1








PAGE  
1

