CBS TECHNOLOGY BERHAD (537337M)

(Incorporated in Malaysia)

NOTES

A
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD ("FRS") 134, INTERIM FINANCIAL REPORTING

A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with Financial Reporting Standard (“FRS”) 134, Interim Financial Reporting and Chapter 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for MESDAQ Market.

The accounting policies adopted by CBS Technology Berhad and its subsidiary companies (“Group”) in this interim financial statement are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2005.
Following the changes in reporting regulations required by the Malaysian Accounting Standard Board, the Group’s interim financial statements have therefore been prepared in accordance with the FRSs which have come into effect for financial period beginning on or after 1 January 2006.  Adoption of these FRSs has not resulted in any material changes to the presentation of the financial statements.
A2.
Qualification of Financial Statements

The auditor’s report of the preceding financial statements for the year end 31 December 2005 was not subject to any audit qualification.

A3.
Seasonal or Cyclical Factors

The business of the Group was not materially affected by any significant seasonal or cyclical factors during the current quarter under review.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flow of the Group during the current quarter under review.
A5.
Material Changes in Estimates
There were no changes in estimates of amounts in prior financial period, which have a material effect in the current quarter under review.
A6.
Debts and Equity Securities

Save as disclosed below, there was no issuance and repayment of debt securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current quarter under review.
During the quarter ended 30 September 2006, 288,000 ordinary shares of RM0.10 each were issued pursuant to the exercise of options granted under the CBS Technology Berhad Employees’ Shares Option Scheme.
A7.
 Dividend

There was no dividend paid during the current quarter and financial year-to-date.
A8.
Segmental Information

All businesses were transacted in Malaysia and generated from information technology related business.

A9. 
Valuation of Property, Plant and Equipment

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

A10.
Material Events Subsequent To The End Of The Quarter

As at the date of this report, there were no material events subsequent to the end of the current quarter reported on that have not been reflected in the quarterly financial statements.
A11.
Changes in Composition of the Group

There were no major changes in the composition of the Group for the current quarter under review.

A12.
Contingent Liabilities

There were no material contingent liabilities or contingent assets for the current quarter under review.

A13.
Significant Related Party Transactions

There were no significant related party transactions during the current quarter under review.

B. ADDITIONAL INFORMATION REQUIRED BY CHAPTER 9 OF LISTING REQUIREMENTS OF BURSA SECURITES FOR MESDAQ MARKET

B1. 
Review of Performance

For the quarter ended 30 September 2006, the Group’s revenue was RM4.03 million compared to RM4.11 million for the corresponding quarter in the preceding year, decreased slightly by approximately 1.9%.  
Despite lower revenue achieved in the current quarter, the Group’s profit before tax improved by 22.5% to RM1.63 million compared to RM1.33 million for the corresponding quarter in the preceding year.  The increase was mainly due to higher profit margin and higher operating income in the current quarter.
For the cumulative nine months ended 30 September 2006, the Group also recorded slightly lower revenue of RM10.60 million, decreased by approximately 1.1% compared to RM10.71 million in the preceding year.
However, the Group’s profit before tax for the nine months ended 30 September 2006 increased by approximately 13.9% from RM3.16 million in the preceding nine months ended 30 September 2005 to RM3.61 million, as a result of higher profit margin and lower operating expenses, coupled with the higher operating income for the current year. The decline in the current year’s operating expenses was partly due to the cessation of goodwill amortization started from 1 January 2006 which is in accordance with FRS 3.

B2.
Comparison with Preceding Quarter's Results

	
	Quarter Ended

30 September 2006
	Quarter Ended

30 June 2006

	
	RM’000
	RM’000

	Revenue
	4,027
	3,795

	Profit Before Tax
	1,626
	1,137


The Group’s revenue increased by approximately 6.1% from RM3.80 million in the previous quarter to RM4.03 million in the current quarter. The Group’s profit before tax also improved by 43.0% from RM1.14 million in the preceding quarter to RM1.63 million in the current quarter due to higher sales, better profit margin and higher operating income.
B3. 
Current Year’s Prospect
The demand for the Group’s products and services continued to be strong. With the growing demand for RFID solutions in Malaysia, the Group envisaged stronger sales for its RFID document management tracking solutions. 
Going forward, the Group continues its effort to sustain its leading position as RFID specialist and is poised to take advantage of the growing demand for the RFID solutions in Malaysia. 

Barring any unforeseen circumstances, the Board of Directors expects that the performance of the Group to be satisfactory for the financial year ending 31 December 2006.
B4.
Variance on Forecast Profit/Profit Guarantee

The Group has not provided any profit forecast / guarantee in any public documents and thus this is not applicable to the Group.

B5.
Taxation

	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	Current year quarter
	Preceding year corresponding quarter
	Current year to date
	Preceding year corresponding period

	
	
	
	30.09.2006
	30.09.2005
	30.09.2006
	30.09.2005

	
	
	
	RM
	RM
	RM
	RM

	Current year
	194,186
	99,936
	340,026
	257,997

	
	
	
	
	

	Under/(over) provision in  prior years
	-
	-
	-
	-

	
	194,186
	99,936
	340,026
	257,997

	Deferred taxation
	-
	-
	-
	-

	
	
	
	
	

	
	
	
	194,186
	99,936
	340,026
	257,997


The Group's effective tax rate is lower than the statutory tax rate as there is no taxation charge on the business income derived from its subsidiary company Netgen Sdn Bhd which has been exempted from taxation for a period of five (5) years commencing from 26 September 2003.
B6.
Profit on Sales of Unquoted Investment and/or Properties

There were no disposals of unquoted investments or properties by the Group for the current quarter under review.

B7.
Quoted Securities

There were no purchases or sales of quoted securities by the Group in the current quarter under review.

B8.
Status of Corporate Proposal and Utilisation of Proceeds
(a) Status of Corporate Proposal

There was no corporate proposal announced but not completed as at the date of this announcement.
(b) Status of Utilisation of Proceeds
As at 30 September 2006, approximately RM8.75 million of the proceeds from the listing exercise have been utilised for research and development, working capital, overseas expansion and for defraying listing expenses. The balance of the proceeds amounting to RM0.85 million is maintained in the financial institutions in the form of short term interest bearing accounts and is expected to be utilised by 19 April 2007.
The details of the utilisation of proceeds are as follows:

	Purpose
	Proposed utilisation as disclosed in the Prospectus
	Revised utilisation*
	Actual utilisation
	Balance unutilised

	
	RM’000
	RM’000
	RM’000
	RM’000

	Overseas expansion
	2,000
	374
	374
	-

	Research & development
	2,500
	2,500
	2,500
	-

	Working capital
	3,500
	 5,692
	4,838
	854

	Listing expenses
	1,600
	1,034
	1,034
	-

	Total
	9,600
	9,600
	8,746
	854


* 
Revised utilisation was approved by the Securities Commission vide its letter dated 16 June 2006. 
B9.
Borrowings and Debts Securities

There were no borrowings and debts securities outstanding as at 30 September 2006.
B10.
Off Balance Sheet Financial Instruments

The Group did not have any off balance sheet financial instruments.

B11.
Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report.

B12.
Dividend

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

B13.
Earnings Per Share

	
	Current year 
	Current year 

	
	quarter
	to date

	
	30/09/06
	30/09/06

	Net Profit attributable to members  of the company (RM)
	1,431,740
	3,265,269

	Assumed interest earned from the proceeds from exercise of the outstanding Employee Share Option Scheme (“ESOS”) into ordinary shares
	7,006
	20,790

	Adjusted Net Profit attributable to members 
	1,438,746
	3,286,059

	Weighted average number of ordinary shares  in issue
	98,223,321
	97,983,667

	Adjustment for assumed exercise of ESOS
	4,417,200
	4,417,200

	Adjusted weighted average number of ordinary shares in issue and issuable
	102,640,521
	102,400,867

	Basic earnings per share (sen)
	                   1.46 
	                   3.33

	Diluted earnings per share (sen)
	                   1.40 
	                   3.21 


B14.
Authorisation for Issue

The third quarter financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 15 November 2006.
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