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 2006 except for the adoption of the new and revised FRSs which are mandatory for financial periods beginning on or after 1 January 2007.
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 2006 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 March 2007, 123,000 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

Segmental information is not presented as 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 first quarter ended 31 March 2007, the Group registered a revenue of RM3.83 million. This represents approximately 38.2% increase as compared to RM2.77 million for the corresponding quarter in the preceding year, mainly due to higher progress billings from the projects in the current quarter.  Continuous strong demand for the Group’s products and services has also contributed to the higher revenue.
In tandem with the higher revenue, the profit before tax increased by 31.0% from RM0.84 million in the corresponding quarter in the preceding year to RM1.11 million in the current quarter. The increase was partially offset by the higher operating expenses incurred in the current quarter due to the increased headcounts which was in line with the Group’s expansion plan.
B2.
Variation of Results against Preceding Quarter

	
	Quarter Ended

31 March 2007
	Quarter Ended

31 December 2006

	
	RM’000
	RM’000

	Revenue
	3,831
	5,277

	Profit Before Tax
	1,105
	1,585


The Group’s revenue at RM3.83 million was 27.4% lower than the preceding quarter of RM5.28 million. The drop in revenue was mainly due to the festive seasons in the beginning of the year which slow down the business activities in current quarter as compared to the preceding quarter. Corresponding with the lower revenue and higher operating expenses due to the increased headcounts, the profit before tax for the current period of RM1.10 million was 30.3% lower than RM1.59 million in the preceding quarter. 
B3. 
Prospects for the Current Financial Year
Barring any unforeseen circumstances, the Board of Directors expects a better performance for the financial year ending 31 December 2007 in view of the continuous strong demand for the Group’s products and services coupled with a few on-going projects which are expected to be completed in the current financial year.
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

	
	
	
	31.03.2007
	31.03.2006
	31.03.2007
	31.03.2006

	
	
	
	RM
	RM
	RM
	RM

	Current year
	82,896
	66,323
	82,896
	66,323

	
	
	
	
	

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

	
	82,896
	66,323
	82,896
	66,323

	Deferred taxation
	-
	-
	-
	-

	
	
	
	
	

	
	
	
	82,896
	66,323
	82,896
	66,323


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 

There was no corporate proposal announced but not completed as at the date of this announcement.

B9.
Borrowings and Debts Securities

There were no borrowings and debts securities outstanding as at 31 March 2007.

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

	
	31.03.07
	31.03.07

	
	RM
	RM

	Net Profit attributable to members  of the company
	1,022,384
	1,022,384

	Assumed interest earned from the proceeds from exercise of the outstanding Employee Share Option Scheme (“ESOS”) into ordinary shares
	6,038
	6,038

	Adjusted Net Profit attributable to members 
	1,028,422
	1,028,422

	Weighted average number of ordinary shares  in issue
	98,463,594
	98,463,594

	Adjustment for assumed exercise of ESOS
	3,891,200
	3,891,200

	Adjusted weighted average number of ordinary shares in issue and issuable
	102,354,794
	102,354,794

	Basic earnings per share (sen)
	1.04
	1.04

	Diluted earnings per share (sen)
	1.00
	1.00


B14.
Authorisation for Issue

The first quarter financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 16 May 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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