CBS TECHNOLOGY BERHAD (537337-M)

(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 statements 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 31 December 2006, 19,000 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 SECURITIES FOR THE MESDAQ MARKET

B1. 
Review of Performance

For the quarter ended 31 December 2006, the Group achieved a revenue of RM5.28 million which represents approximately 32.8% increase as compared to RM3.97 million for the corresponding quarter in the preceding year due to additional sizable projects being secured during the quarter under review.  

In tandem with the higher revenue achieved in the current quarter, the Group recorded a profit before tax of RM1.58 million as compared to RM1.21 million in the corresponding quarter in the preceding year, increased by approximately 31.1%.

For the 12 months ended 31 December 2006, the Group registered a revenue of RM15.89 million and profit before tax of RM5.30 million as compared to RM14.90 million and RM4.34 achieved in the previous year, which represent approximately 6.6% and 22.2% increase in revenue and profit before tax, respectively.

The improvement in the profit before tax is attributable to the increase in other operating income as well as the higher revenue achieved. In addition, the Group has ceased to amortise goodwill during the financial year under review which is in accordance with the requirements of FRS 3.

B2.
Comparison with Preceding Quarter's Results

	
	Quarter Ended

31 December 2006
	Quarter Ended

30 September 2006

	
	RM’000
	RM’000

	Revenue
	5,277
	4,027

	Profit Before Tax
	1,585
	1,626


The Group recorded an increase of 31.0% in revenue from RM4.03 million in the previous quarter to RM5.28 million in the current quarter. Despite higher revenue achieved, the profit before tax for the current period declined marginally by 2.5% from RM1.63 million in the preceding quarter to RM1.59 million in the current quarter as a result of lower gross margin arising from higher contribution from hardware sales which is of lower margin.
B3. 
Future Prospects

During the 4th quarter of 2006, the Group secured additional sizable contracts from the financial institutions and government sector. Most of these projects are expected to be completed in 2007 and hence a larger portion of the revenue will be reflected in 2007. Among the projects include a contract secured from Bank Islam Malaysia Berhad to implement SolmateTM Document Tracking and Management System (“Doctrax”). During the same quarter, the Group’s reseller, Garisan Aspirasi Sdn Bhd was also appointed by Jabatan Muzium Malaysia to implement the Group’s SolmateTM Enterprise Asset Management and Tracking System (“EAMS”). The Board of Directors believe that these two projects marked a major milestone for the Group for the deployment of radio frequency identification (“RFID”) technology in Malaysia as well as its growth potential in this region. Besides the Malaysia market, the Group also has a pilot project running in Middle East which involves the implementation of personnel tracking system for a prison.

With the wider acceptance of the RFID based products in Malaysia, the Board of Directors foresees more RFID based products will be implemented in the manufacturing and healthcare sectors in the near future. To reap the benefits of this emerging technology and the growing RFID market, the Group will continue to focus on the enhancement of its existing RFID solutions and to continuously develop innovative RFID solutions to meet market needs.

Barring any unforeseen circumstances, the Board of Directors is confident that the Group’s performance for the next financial year to be encouraging.
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

	
	
	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	
	
	RM
	RM
	RM
	RM

	Current year
	(38,436)
	57,603
	348,687
	315,600

	
	
	
	
	

	Under/(over) provision in  prior years
	11,369
	(1,292)
	11,369
	(1,292)

	
	(27,067)
	56,311
	360,056
	314,308

	Deferred taxation
	19,000
	-
	19,000
	-

	
	
	
	
	

	
	
	
	(8,067)
	56,311
	379,056
	314,308


The tax credit in the current quarter was due to the overprovision of tax in the previous quarters.

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 31 December 2006, the Company has fully utilised all proceeds from the listing exercise totaling RM9.60 million. 

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
	5,692
	-

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

	Total
	9,600
	9,600
	9,600
	-


* 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 31 December 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

	
	31.12.06
	31.12.06

	
	RM
	RM

	Net Profit attributable to members  of the company
	1,592,623
	4,921,091

	Assumed interest earned from the proceeds from exercise of the outstanding Employee Share Option Scheme (“ESOS”) into ordinary shares
	6,672
	26,469

	Adjusted Net Profit attributable to members 
	1,599,295
	4,947,560

	Weighted average number of ordinary shares  in issue
	98,371,745
	98,081,485

	Adjustment for assumed exercise of ESOS
	4,206,200
	4,206,200

	Adjusted weighted average number of ordinary shares in issue and issuable
	102,577,945
	102,287,685

	Basic earnings per share (sen)
	1.62
	5.02

	Diluted earnings per share (sen)
	1.56
	4.84


B14.
Authorisation for Issue

The fourth quarter financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 13 February 2007.

B15.
Update on the Status of Memorandum of Understandings pursuant to Chapter 9.30 of Listing Requirements of Bursa Securities For the Mesdaq Market


The following are the memorandum of understandings (“MOUs”) that have been entered into by the Group which have been previously announced: - 

(i)
Memorandum of Understanding dated 5 March 2005 between RC Group (Holdings) Limited and CBS to form strategic alliance to provide and deliver RFID, e-Security and biometrics application solutions to their global clients; and

(ii) Memorandum of Understanding dated 15 April 2005 entered into between Public Packages Holdings Berhad (“PPHB”) and CBS for the purpose of collaborating, jointly market and sell CBS’s SolmateTM RFID software solutions and PPHB’s RFID embedded packaging.

There were no material development or changes in the status of the abovementioned MOUs during the quarters under review, save for the transactions that were entered into by the parties in the ordinary course of business to collaborate in the marketing and selling of both parties’ products through their distribution channels.
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