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 Rule 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the ACE Market.

The interim financial statements should be read in conjunction with the audited financial statements of CBS Technology Berhad (“CBS” or the “Company”) and its subsidiary companies (“Group”) for the financial year ended 31 December 2008.
The accounting policies adopted by the Group in the interim financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2008.
A2.
Qualification of Financial Statements

The auditor’s report of the preceding financial statements for the financial year ended 31 December 2008 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 the estimates of amounts reported in the prior financial period, which have a material effect in the current quarter under review.

A6.
Debts and Equity Securities

During the quarter ended 30 June 2009, a total of 527,000 ordinary shares of RM0.10 each were issued pursuant to the exercise of options granted under the Employees’ Shares Option Scheme of the Company.

Save as disclosed above, there were no issuance and repayment of debt securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares during the current quarter under review.
A7.
Dividends Paid
There was no dividend paid during the current quarter under review.

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

On 15 July 2009, the Company announced that its wholly-owned subsidiary, Cyber Business Solutions Sdn Bhd had entered into a sale and purchase agreement with Astralnet Technology Sdn Bhd to dispose of a piece of leasehold industrial land to Astralnet Technology Sdn Bhd for a total cash consideration of RM8,790,467. A more detailed information is disclosed in Note B.
Save as disclosed above, 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

During the current quarter under review, CBS has set up a new wholly owned subsidiary, namely CBS Bizhub Sdn Bhd (“CBS Bizhub”). CBS Bizhub was incorporated on 18 June 2009 with a total issued and paid-up capital of RM2.00 divided into two (2) ordinary shares of RM1.00. CBS Bizhub is currently dormant and its intended business activity is an investment holding company.

Save as disclosed above, 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 ACE MARKET

B1. 
Review of Performance

The Group reported revenue of RM7.01 million for the current quarter ended 30 June 2009 as compared to RM6.70 million in the corresponding quarter ended 30 June 2008, representing an increase of 4.5%. However, due to higher operating expenses incurred in the current quarter, the profit before tax (“PBT”) decreased slightly by 0.3% from RM2.29 million reported in the corresponding quarter ended 30 June 2008 to RM2.28 million reported in the current quarter.
Despite lower PBT recorded in the current quarter, the profit after tax (“PAT”) increased by 3.0% to RM2.14 million as compared to RM2.08 million reported in the corresponding quarter ended 30 June 2008. A lower taxation in the current quarter was mainly due to higher profit contribution from CBS’s pioneer status subsidiary, CBS MSC Sdn Bhd (“CBS MSC”).    


For the six (6) months ended 30 June 2009, the Group achieved an increase of 42.1% in revenue from RM11.18 million reported in the corresponding period ended 30 June 2008 to RM15.89 million in the current period. However, due to lower gross profit margin recorded particularly in the quarter ended 31 March 2009, and higher operating expenses incurred in the current period, the PBT decreased slightly by 1.0% from RM3.67 million in the corresponding period ended 30 June 2008 to RM3.63 million in the current period. 

During the first quarter ended 31 March 2009, CBS MSC has written back a tax provision of RM350,000 which was made in respect of the financial year ended 31 December 2008 after CBS MSC obtained the approval for the extension of its Pioneer Status for another five (5)-year period. As a result, the Group’s PAT increased by 9.9% from RM3.29 million in the corresponding period ended 30 June 2008 to RM3.62 million in the current period. 
B2.
Variation of Results against Preceding Quarter

	
	Quarter Ended

30 June 2009
	Quarter Ended

31 March 2009
	

	
	RM’000
	RM’000
	

	Revenue
	7,006
	8,879
	

	Profit Before Tax
	2,282
	1,349
	


The Group's revenue decreased by RM1.87 million or 21.1% from RM8.88 million reported in the preceding quarter to RM7.01 million reported in the current quarter. The decrease was mainly due to lower sales contributed from CBS’s subsidiary, CASD Solutions Sdn Bhd in the current quarter. Despite lower revenue recorded in the current quarter, the PBT increased by RM0.93 million or 69.2% to RM2.28 million as compared to RM1.35 million in the preceding quarter due to higher gross margin achieved.
B3. 
Future Prospect
The Group continues to perform well in the first six months of the financial year ending 31 December 2009 despite the economic challenges. Barring any unforeseen circumstances, the Board of Directors is confident that the Group will achieve a satisfactory performance for the financial year ending 31 December 2009.

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

	
	
	
	30.06.2009
	30.06.2008
	30.06.2009
	30.06.2008

	
	
	
	RM
	RM
	RM
	RM

	Current year
	139,000
	208,498
	363,000
	373,551

	
	
	
	
	

	Under/(over) provision in  prior years
	-
	-
	(350,000)
	-

	
	139,000
	208,498
	13,000
	373,551

	Deferred taxation
	-
	-
	-
	-

	
	
	
	139,000
	208,498
	13,000
	373,551


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 wholly-owned subsidiary company, CBS MSC Sdn Bhd (“CBS MSC”) which has been exempted from taxation since 26 September 2003. The Pioneer Status of CBS MSC has been extended for another five (5)-year period to 25 September 2013. The approval for the said extension was obtained in the first quarter ended 31 March 2009. As a result, the tax provision which made in respect of the financial year ended 31 December 2008 amounting to RM350,000 has been written back during the quarter ended 31 March 2009 by CBS MSC.
B6.
Profit on Sales of Unquoted Investment and/or Properties

There were no sales of unquoted investments and / or properties by the Group during the current quarter and financial year-to-date.
B7.
Quoted Securities

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

B8.
Status of Corporate Proposals 

(i) Proposed Special Issue
CBS has proposed to undertake a special issue of up to 67,798,000 new ordinary shares of RM0.10 each in CBS (“Special Issue Shares”) to Bumiputera investors to be identified and approved by the Ministry of International Trade and Industry (“MITI”) to comply with 30% Bumiputera equity shareholding condition (“Bumiputere Equity Condition”) (“Proposed Special Issue”). The Proposed Special Issue and the revision on the maximum number of the Special Issue Shares to be issued were approved by the Securities Commission (“SC”) on 1 November 2007 and 5 February 2008, respectively.
On 17 June 2009, CBS had announced that the SC (Equity Compliance Unit) had approved CBS’ application for an extension of time of up to twelve (12) months from the date of CBS’s application to MITI for the purpose of allocating the Special Issue Shares to meet the Bumiputera Equity Condition (“Extension Period”). The SC had also vide its letter dated 24 June 2009 approved CBS’ application for the Extension Period, to complete the implementation of the Proposed Special Issue. 

CBS had on 30 June 2009 made an application to MITI to seek the assistance of MITI to nominate and/or invite suitable Bumiputera investors to subscribe for the Special Issue Shares.

(ii) Proposed Acquisition of Infodata Media Sdn Bhd
On 23 June 2009, the Company announced that its wholly-owned subsidiary, CBS Bizhub Sdn Bhd, had entered into a conditional sale and purchase of shares agreement with Gullan Equity Sdn Bhd (“GESB”) (formerly known as Super Pages Equity Sdn Bhd) for the acquisition of 1,000,000 ordinary shares of RM1.00 each, representing 100% equity interest in Infodata Media Sdn Bhd for a total cash consideration of RM29 million (“Proposed Acquisition”). The Proposed Acquisition is pending the approval of the shareholders of CBS. 

(iii) Proposed Disposal of Industrial Land
On 15 July 2009, the Company announced that its wholly-owned subsidiary, Cyber Business Solutions Sdn Bhd, had entered into a sale and purchase agreement with Astralnet Technology Sdn Bhd to dispose of a piece of leasehold industrial land measuring approximately 12,189 square metres held under H.S. (D) 241034, PT 9923, Pekan Baru Sungai Buloh, Daerah Petaling, Negeri Selangor Darul Ehsan, Malaysia bearing postal address at No. 5, Jalan Teknologi, Taman Sains Selangor 1, Kota Damansara, 47810 Petaling Jaya, Selangor Darul Ehsan to Astralnet Technology Sdn Bhd for a total cash consideration of RM8,790,467 (“Proposed Disposal”). The Proposed Disposal is pending the approval of the shareholders of CBS. 

Save as disclosed above, there are no other corporate proposals announced but not completed as at the date of this report.
B9.
Borrowings and Debts Securities

The Group did not have any borrowings and debts securities outstanding as at 30 June 2009.

B10.
Off Balance Sheet Financial Instruments

The Group did not have any off balance sheet financial instruments as at 30 June 2009.

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 interim dividend has been declared during the current quarter. 
B13.
Earnings Per Share
The basic earnings per share is calculated by dividing the net profit for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the financial period.
For the purpose of calculating diluted earnings per share, the net profit for the period attributable to equity holders of the parent and weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares from the share options granted to employees under the Company’s Employees’ Share Option Scheme.

Basic
	
	
	Current Quarter 
	Preceding Year Corresponding Quarter
	Current Year To Date 
	Preceding Year Corresponding Period

	
	
	30.06.09
	30.06.08
	30.06.09
	30.06.08

	Net profit attributable to equity holders of the parent
	(RM)
	2,068,394
	2,080,468
	3,394,439
	3,929,753

	Weighted average number of ordinary shares in issue and issuable
	(Unit)
	       151,984,463 
	151,682,836
	       151,902,183 
	151,675,913

	Basic earnings per share
	(sen)
	1.36
	1.37
	2.23
	2.17


Diluted
	
	
	Current  Quarter
	Preceding Year Corresponding Quarter
	
	Current Year To Date 
	Preceding Year Corresponding Period

	
	
	30.06.09
	30.06.08
	
	30.06.09
	30.06.08

	Adjusted net profit attributable to equity holders of the parent
	(RM)
	2,074,115
	2,090,618
	
	3,405,818
	3,313,052

	Adjusted weighted average number of ordinary shares in issue and issuable
	(Unit)
	156,242,887
	157,800,110
	
	156,160,608
	157,793,187

	Diluted earnings per share
	(sen)
	1.33
	1.32
	
	2.18
	2.10



Note:


The calculation of the earnings per share for the preceding year has been restated with the allotment of the new ordinary shares during the financial year ended 31 December 2008 pursuant to the bonus issue to conform with the current year presentation.
B14.
Update on the Status of Memorandum of Understandings pursuant to Rule 9.30 of the Listing Requirements of Bursa Securities for the ACE Market

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

(i)
MOU dated 5 March 2005 between RC Group (Holdings) Limited and CBS to form strategic alliance to provide and deliver Radio Frequency Identification (“RFID”), e-Security and biometrics application solutions to their global clients;
(ii) MOU 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; and
(iii) MOU dated 8 January 2008 entered into between Elsag Banklab S.p.A. (“Elsag”) and Cyber Business Solutions Sdn Bhd (“Cyber”), a wholly owned subsidiary of CBS to establish teaming arrangement between Cyber and Elsag to develop the best services and technical support in the ASEAN region in delivery of banking solutions of Elsag, i.e. Core Banking Systems, Loans Management Systems, Global Asset Management Systems, Anti-Money Laundering Systems and Islamic Banking Systems.
There were no material development or changes in the status of the abovementioned MOUs since the date of the last report, 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.
B15.
Authorisation for Issue

The second quarter financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 26 August 2009.
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