	KBB RESOURCES BERHAD (Company No. 583565-U)

	CONDENSED CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2006

	
	(Unaudited)
	(Audited)

	(RM’000)
	As at end of current quarter
	As at preceding financial year-end

	
	31.03.06
	31.12.05

	
	
	

	Property, Plant and Equipment
	82,605 
	82,799

	Investment
	3
	3

	Trade Marks
	204 
	204

	Deferred Tax Assets
	72
	68

	
	
	

	Current Assets
	
	

	Inventories
	26,805 
	24,291

	Trade debtors
	23,762 
	26,551

	Other debtors, deposits and prepayments
	4,093 
	443

	Cash and bank balances
	15,647 
	3,999

	
	70,307
	55,284

	Current Liabilities
	
	

	Trade creditors
	2,481 
	1,607

	Other creditors and accruals
	1,445 
	1,866

	Bank borrowings
	58,817
	48,048

	Provision for taxation
	1,002 
	850

	
	63,745 
	52,371

	
	
	

	Net Current Assets
	6,562 
	2,913

	
	
	

	
	89,446 
	85,987

	
	
	

	Share Capital
	60,000 
	60,000

	Foreign currency translation reserve
	893
	(159)

	Retained Profit
	21,979 
	19,460

	Shareholders' Funds
	82,872 
	79,301

	Deferred Taxation
	6,574
	6,412

	Long Term Liabilities
	- 
	274

	
	89,446
	85,987


Note:

1.
The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the financial year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial statements.

	KBB RESOURCES BERHAD (Company No. 583565-U)

	

	CONDENSED UNAUDITED CONSOLIDATED INCOME STATEMENT

	FOR THE FIRST QUARTER ENDED 31 MARCH 2006

	
	
	

	
	Individual Quarter
	Cumulative Quarter

	(RM’000)
	Current year quarter
	Preceding year corresponding quarter
	Current year to date
	Preceding year to date

	
	31.03.06
	31.03.05
	31.03.06
	31.03.05

	
	
	
	
	

	Revenue
	22,961
	18,520
	22,961
	18,520

	
	
	
	
	

	Cost of sales
	(17,088)
	(13,878)
	(17,088)
	(13,878)

	
	
	
	
	

	Gross profit
	5,873
	4,642
	5,873
	4,642

	
	
	
	
	

	Other income
	8
	28
	8
	28

	
	
	
	
	

	Expenses
	(2,067)
	(1,392)
	(2,067)
	(1,392)

	
	
	
	
	

	Finance costs
	(817)
	(397)
	(817)
	(397)

	
	
	
	
	

	Profit before tax
	2,997
	2,881
	2,997
	2,881

	
	
	
	
	

	Income tax expense
	(478)
	(99)
	(478)
	(99)

	
	
	
	
	

	Profit for the period
	2,519
	2,782
	2,519
	2,782

	
	
	
	
	

	Basic Earnings per Share (sen)
	2.1
	2.3 2
	2.1
	2.32

	Diluted Earnings per Share (sen)
	2.0 
	-
	2.0 
	-


Note:

1.
The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the financial year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial statements.

2.
The basic earnings per share for the preceding year, corresponding quarters have been restated to take into account the bonus issue made during the financial period under review.

	KBB RESOURCES BERHAD (Company No. 583565-U)

	

	CONDENSED UNAUDITED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	FOR THE FIRST QUARTER ENDED 31 MARCH 2006

	

	(RM’000)
	SHARE CAPITAL
	SHARE PREMIUM
	FOREIGN CURRENCY TRANSLATION RESERVE
	RETAINED PROFIT
	TOTAL

	
	
	
	
	
	

	Quarter ended 31 March 2006
	
	
	
	
	

	At 1 January 2006
	60,000
	-
	(159)
	19,460
	79,301

	Foreign currency translation differences
	-
	-
	1,052
	-
	1,052

	Profit after taxation
	-
	-
	-
	2,519
	2,519

	
	
	
	
	
	

	At 31 March 2006
	60,000
	-
	893
	21,979
	82,872

	
	
	
	
	
	

	(RM’000)
	SHARE CAPITAL
	SHARE PREMIUM
	FOREIGN CURRENCY TRANSLATION RESERVE
	RETAINED PROFIT
	TOTAL

	Quarter ended 31 March 2005
	
	
	
	
	

	At 1 January 2005
	40,000
	4,964
	(265)
	25,337
	70,036

	Foreign currency translation differences
	
	
	(96)
	-
	(96)

	Profit after taxation
	-
	-
	-
	2,782
	2,782

	
	
	
	
	
	

	At 31 March 2005
	40,000
	4,964
	(361)
	28,119
	72,722


Note:

1.
The unaudited Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the financial year ended 31 December 2005.

	KBB RESOURCES BERHAD (Company No. 583565-U)

	CONDENSED UNAUDITED CONSOLIDATED CASH FLOW STATEMENT

	FOR THE FIRST QUARTER ENDED 31 MARCH 2006

	
	
	

	
	Cumulative current year quarter
	Cumulative preceding year quarter

	(RM’000)
	31.03.06
	31.03.05

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	

	Receipts from Operations
	25,750
	17,840

	Operating Payment
	(22,722)
	(15,083)

	Interest paid
	(817)
	(397)

	Income tax paid
	(220)
	(88)

	Net cash from operating activities
	1,991
	2,272

	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Purchase of property, plant and equipment
	(195)
	(450)

	Interest received
	-
	23

	Net cash used in investing activities
	(195)
	(427)

	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Revolving credit
	3,757
	-

	Bankers acceptance
	4,185
	3,357

	Islamic acceptance bills
	497
	623

	Finance lease payments
	(149)
	(153)

	Effect of changes of exchange rates
	(30)
	(2)

	Net cash from financing activities
	8,260
	3,825

	
	
	

	Net increase in cash and cash equivalents
	10,056
	5,670

	Cash and cash equivalents at beginning
	3,858 
	6,162

	Cash and cash equivalents at end
	13,914
	11,832

	
	
	

	Represented by:
	
	

	Cash and bank balances
	15,647
	10,286

	Fixed deposits (unrestricted)
	-
	2,421

	Bank overdraft
	(1,733)
	(875)

	
	13,914
	11,832


Note:

1.
The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial statements.

KBB RESOURCES BERHAD

(Company No: 583565-U)

Notes to the Quarterly Report – 31 December 2005

PART A: EXPLANATORY NOTES AS PER FRS 134

1. Basis of preparation

The interim financial statements are unaudited and have been prepared in compliance with FRS 134 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”).

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 the financial position and performance of KBB Resources Berhad (“KBB” or “Company”) and its wholly-owned subsidiary companies (hereinafter referred to as the “Group”) since the financial year ended 31 December 2005.

2. 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 Standards (“FRS”) effective for the financial period beginning 1 January 2006.

FRS2

Share-based Payment

FRS3

Business Combination

FRS5

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
Investments in Associates

FRS 131
Investments 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 all FRS mentioned above does not have significant financial impact on the Group. 

3. Audit qualification

There were no audit qualifications on the financial statements of the Company for the financial year ended 31 December 2005.

4. Seasonal or cyclical factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors.

5. Exceptional Items

There were no exceptional items during the current quarter under review.

6. Material changes in estimates

There were no material changes in estimates of amount reported in the current period under review.

7. Debt and equity securities

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current period under review.

8. Dividend

No dividend was declared or paid during the period under review.
However, the Board of Directors of the Company has recommended the payment of a first and final tax-exempt dividend of 1.17 sen per share amounting to RM1,404,000 in respect of the financial year ended 31 December 2005 for shareholders’ approval at the forthcoming Annual General Meeting to be held on 16 June 2006. If approved, it will be paid on 7 July 2006 to depositors registered in the Record of Depositors at the close of business on 23 June 2006.

9.
Segmental Reporting

The segmental information is presented in respect of the Group’s geographical segments. 

The group operates in two principal geographical areas, namely Malaysia and Indonesia.

	(RM’000)
	Revenue
	Total Assets
	Capital Expenditure

	
	
	
	

	Malaysia
	21,878
	113,640
	34

	Indonesia
	1,083
	39,476
	294

	
	22,961
	153,116
	328


10.
Property, plant & equipment

The Group did not carry out any valuation on its property, plant and equipment.

11.
Material events subsequent to the end of the interim period

Save as disclosed in Note Part B22, there were no material events subsequent to the reporting period up to 18 May 2006 being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report, that have been reflected in the financial statements for the quarter under review.
12.
Changes in the composition of the Group

There were no changes in the composition of the Group during the interim period under review.

13.
Contingent liabilities and assets

There were no material contingent liabilities and assets as at 31 March 2006.

14.
Capital commitments

As at 31 March 2006, the Group has authorised and contracted for material capital commitments amounting to RM1.4 million for the purchase of machinery.

PART B:
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS

15.
Review of performance

The Group recorded revenue of RM23.0 million (31 March 2005 : RM18.5 million) for the first quarter ended 31 March 2006, representing an increase of 24.32%, mainly due to increase in demand of vermicelli and the contribution of our Indonesian rice flour operations. The Group’s Indonesian operations commenced business on 14 October 2005.

The Group recorded profit before tax of RM3.0 million (31 March 2005 : RM2.9 million) for the first quarter ended 31 March 2006, representing an increase of 3.45%. The profit before tax increased at a slower rate as compared to revenue growth, mainly attributed to the increase in initial operating expenses and increase in finance costs from the commencement of our Indonesian operations. The significant increase in income tax for the first quarter ended 31 March 2006 (as compared to the preceding year corresponding quarter) was mainly due to utilisation of unabsorbed capital allowances for the first quarter ended 31 March 2005.
16.
Variation of results against immediate preceding quarter

The Group recorded revenue of RM23.0 million for the current quarter ended 31 March 2006 as compared to its immediate preceding quarter ended 31 December 2005 of RM21.9 million representing an increase of 5.02%, due to an increase in demand of rice flour in Indonesia. There was no major variance in profit before taxation as compared to the immediate preceding quarter ended 31 December 2005 despite the increase in revenue as the Indonesian operation has not achieved economies of scale. 
17.
Current year prospects

The Board anticipates the performance of the Group to remain profitable. The Group will strive to ensure that it achieves satisfactory results by taking prudent measures and improving operational efficiency.
18.
Variance of actual and forecast profit

No profit forecast was issued for this financial quarter.

19.
Taxation
	
	Current Year Quarter
	Current Year to Date

	(RM’000)
	31.03.06
	31.03.06

	
	
	

	Current taxation

Deferred taxation
	316

162
	316

162

	
	478
	478


The Group’s income tax for the quarter under review reflects an effective rate which is lower than the statutory income tax rate due mainly to the pioneer status granted by the Promotion of Investments Act, 1986 to its subsidiaries, Kilang Bihun Bersatu Sdn Bhd and Kilang Bihun Bersatu (East Malaysia) Sdn Bhd, for the production of sago sticks (vermicelli).

20.
Unquoted investment

There was no sale and purchase of unquoted investment made during the quarter under review. 

21.
Quoted and marketable investments

There was no investment in quoted and marketable securities made during the quarter under review.

22.
Status of corporate proposal announced 

The following corporate proposals were announced but not completed as at to-date:-
(a)
On 11 May 2005, KBB announced a Private placement of 24,000,000 new ordinary shares of RM0.50 each (“Shares”) representing 20% of the enlarged issued and paid-up share capital of KBB (“Private Placement”). 

KBB had submitted an application to the Securities Commission (“SC”) for an extension of time up to 10 August 2006 for KBB to complete the Private Placement. The SC had vide its letter dated 7 February 2006 approved the application.

(b)
On 30 December 2005, KBB announced the proposed acquisition of the entire equity interest in Rasayang Food industries Sdn Bhd comprising 7,915,000 ordinary shares of RM1.00 each held by R.S.Y. Sdn Bhd and Bernas Dominals Sdn Bhd for a total cash consideration of RM11,600,000 (“Proposed Acquisition”). The Proposed Acquisition was approved by the Ministry of International Trade and Industry (“MITI”) on 15 May 2006. Barring unforeseen circumstances, the Proposed Acquisition is expected to be completed by the second quarter of 2006.  

(c)
On 12 April 2006, KBB announced the acquisition of assets by Bersatu Sago Industries Sdn. Bhd. (formerly known as Bersatu Bihun & Food Manufacturing Sdn. Bhd.), a wholly-owned subsidiary of KBB, to acquire from Songiing Holding Sdn. Bhd and Igan Sago Industries Sdn. Bhd.:

(i) all that parcel of land situated at Ulu Sungai Danan, Batang Igan, Sibu containing an area of 2.489 hectares, more or less and described as Lot 3319, Retus Land District; 

(ii) all that parcel of land situated at Ulu Sungai Danan, Batang Igan, Sibu containing an area of 9,955 square metres, more or less and described as Lot 3161, Retus Land District.

(iii) all that parcel of land situated at Ulu Sungai Danan, Batang Igan, Sibu containing an area of 1,153 hectares, more or less and described as Lot 3162, Retus Land District;

(iv) all that parcel of land situated at Sungai Danan, Batang Igan, Sibu containing an area of 3,845 square metres, more or less and described as Lot 3164, Retus Land District; and

(v) that parcel of land described as Lot 3163, Retus Land District (which is pending issuance of the land title)

(Collectively referred to as "the Land").

(vi) the Land are improved with infrastructure as well as one line of sago starch production plant.

for a total cash consideration of RM2.9 million.

23.
Borrowings

The Group’s borrowings as at 31 March 2006 are as follows:-

	(RM’000)
	Short Term

	
	

	Bankers acceptance
	47,317

	Revolving credit
	7,530

	Bank Overdraft
	1,733

	Islamic acceptance bills
	1,499

	Hire Purchase
	738

	
	

	Total
	58,817


24.
Off balance sheet financial instrument

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

25.
Material litigation 

There is no material litigation for the quarter under review.

26.
Earnings per share 


The basic earnings per share for the quarter and cumulative year to date are computed as follows:

	
	Current quarter ended
	Year-to-date

	
	31 March 2006
	31 March 2006

	
	
	

	Net profit for the period (RM’000)
	2,519
	2,519

	
	
	

	Number of shares in issue (‘000)
	120,000
	120,000

	Effect of share options
	4,190
	4,190

	
	124,190
	124,190

	
	
	

	Basic earnings per share (sen)
	2.1
	2.1

	Diluted earnings per share (sen)
	2.0
	2.0



Note:

1. The diluted earnings per share of the Group is calculated by dividing the net profit for the period by the number of shares in issue to assume conversion of all dilutive potential ordinary shares arising from share options granted to employees and executive directors.
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