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Condensed Consolidated Income Statements

For the second quarter ended 30 June 2003

	
	Individual
	
	     Cumulative

	
	3 months ended
	
	6 months ended

	
	30 June 2003
	30 June 2002
	
	30 June      

     2003
	30 June 2002 

	                                                     
	
	
	
	
	

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	
	
	
	
	
	

	Revenue
	32,599
	5,852
	
	42,668
	8,158

	
	
	
	
	
	

	Operating expenses
	(28,671)
	(3,452)
	
	(35,965)
	(5,770)

	Depreciation and amortisation
	(2,122)
	(331)
	
	(2,738)
	(664)

	
	
	
	
	
	

	Operating profit
	           1,806 
	2,069
	
	3,965
	1,724

	
	
	
	
	
	

	Interest expenses
	(1,711)
	(497)
	
	(2,770)
	(1,057)

	 
	 
	
	
	
	

	Share of profit of associated company
	296
	1,601
	
	3,402
	201

	
	
	
	
	
	

	Profit before taxation
	391
	3,173
	
	4,597
	868

	
	
	
	
	
	

	Tax expense                                    
	                                 -
	-
	
	
	         -

	
	
	
	
	
	

	Profit after taxation
	391
	3,173
	
	4,597
	868

	
	
	
	
	
	

	Minority interest
	-
	1
	
	-
	1

	
	
	
	
	
	

	
	
	
	
	
	

	Net profit for the period
	391
	3,174
	
	4,597
	869

	
	
	
	
	
	

	
	
	
	
	
	

	Earnings per ordinary share in sen   
	
	
	
	
	

	
	
	
	
	
	

	Basic
	0.047
	3.4
	
	0.55
	0.93

	
	
	
	
	
	

	Weighted
	0.048
	3.4
	
	0.56
	0.93

	
	
	
	
	
	

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

Condensed Consolidated Balance Sheet

At 30 June 2003

	
	
	
	
	

	
	
	30 June 2003

RM’000
	
	31 December 2002

RM’000

	
	
	
	
	

	Property, Plant and Equipment
	   
	67,037
	
	1,354

	Investment in Associate
	
	436
	
	42,185

	Quoted Investment
	   
	18,374
	
	15,402

	Other Investment 
	   
	390
	
	19,297

	Goodwill on Consolidation
	
	138,681
	
	168

	Intangible Assets
	
	20,392
	
	9,934

	Research & Development 
	
	14,956
	
	7,647

	
	
	260,266
	
	95,987

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	  
	21,415
	
	6,555

	Trade receivables
	
	66,150
	
	11,184

	Amount due from IRIS Technologies
	
	    -
	
	29,002

	Others receivables & deposits
	  
	12,957
	
	77,755

	Cash and cash equivalents
	
	9,805
	
	3,092

	
	
	110,327
	
	127,588

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Trade payables
	
	31,324
	
	9,075

	Other payables
	
	73,493
	
	15,268

	
	
	
	
	

	Hire purchase creditors
	
	2,467
	
	311

	Short term borrowings
	 
	128,773
	
	64,380

	      Taxation
	   
	145
	
	60

	
	
	
	
	

	
	
	236,202
	
	89,094

	
	
	
	
	

	Net current (liabilities)/assets
	
	(125,875)
	
	38,494

	
	
	
	
	

	
	
	134,391
	
	134,481


Condensed Consolidated Balance Sheet

At 30 June 2003

	(continued)
	
	
	
	

	
	
	
	
	

	
	
	30 June 2003

RM’000
	
	31 December 2002

RM’000

	
	
	
	
	

	Financed by:
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	
	125,000
	
	125,000

	Reserves
	
	9,391
	
	9,481

	
	
	134,391
	
	134,481

	Minority shareholder’s interests
	
	-
	
	-

	
	
	
	
	

	
	
	134,391
	
	134,481

	
	
	
	
	

	
	
	
	
	

	Net tangible assets per share in sen - Basic
	
	(4.7)
	
	10.2


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002. 

Consolidated Statement of Changes in Equity

For the second quarter ended 30 June 2003

	
	
	
	
	
	

	
	Share

Capital

  RM’000
	Share

Premium

 RM’000
	Translation

Reserve  

     RM’000
	Accumulated

Loss  

     RM’000
	Total

 RM’000

	
	
	
	
	
	

	At 1 January 2003
	125,000
	      25,358
	(870)
	(15,007)
	134,481



	
	
	
	
	
	

	Share Premium
	-
	-
	-
	-
	-

	Net profit for the six months 
	-
	-
	-
	4,597 
	4,597 

	Period
	
	
	
	
	

	Currency translation difference for the six months period
	-
	-
	2,081
	-
	2,081

	Prior year adjustment on post acquisition losses of subsidiary 
	
	
	
	(6,768)
	(6,768)

	
	
	
	
	
	

	At 30 June 2003
	125,000
	25,358
	1,211
	(17,178)
	134,391

	
	
	
	
	
	

	At 1 January 2002
	93,300
	-
	(1,595)
	(23,599)
	68,106

	
	
	
	
	
	

	Initial Public Offer
	31,700
	-
	-
	-
	31,700

	Share Premium
	-
	25,358
	-
	-
	25,358

	Net profit for the year
	-
	-
	-
	8,592
	8,592

	Currency translation difference for the year
	-
	-
	725
	-
	725

	
	
	
	
	
	

	
	
	
	
	
	

	At 31 December 2002
	125,000
	25,358
	(870)
	(15,007)
	134,481

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

Condensed Consolidated Cash Flow Statement 

For the second quarter ended 30 June 2003

	
	        Cumulative

30 June 2003

          RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	

	Profit/(Loss) before taxation
	4,597 

	
	

	Adjustments for:
	 

	Non-Cash Items
	3,985

	Tax paid
	-

	OPERATING PROFIT BEFORE WORKING
	8,582

	CAPITAL CHANGES
	

	
	

	Changes in working capital
	  

	Net changes in current assets
	75,417

	Net changes in current liabilities
	10,814

	NET CASH FROM/ (USED IN) OPERATING
	86,231

	ACTIVITIES
	

	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	

	
	

	
	

	Purchase of fixed assets
	(628)

	Development expenditure
	(7,971)

	Investment in subsidiary
	(82,365)

	
	

	Other investment
	(119)

	 NET CASH USED IN INVESTING ACTIVITIES
	(91,083)

	 
	

	CASH FLOW FROM FINANCING ACTIVITIES 
	-

	 
	

	Net changes in cash and cash equivalents
	3,730

	Effects of exchange rate changes
	41

	Cash and cash equivalents at beginning of the year
	3,092

	CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
	6,863

	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002. 

Notes to the Interim Financial Report

For the second quarter ended 30 June 2003
1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB26, Interim Financial Reporting.

The interim financial reports should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial reports are consistent with those adopted in the financial statements for the year ended 31 December 2002.

2. Audit report of preceding annual financial statement 

The preceding year annual audited financial statements were not subject to any qualifications.

3. Property, Plant and Equipment

Property, Plant and Equipment are stated at cost less accumulated depreciation and impairment losses. 

4. Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors in the second quarter.

5. Segment information

The Group’s segment information for the interim financial report to 30 June 2003 were as follows;

	Source
	Revenue
	  Profit

before tax

	
	RM’000
	RM’000

	
	
	

	Royalty
	       4,006
	      2,884

	Software solutions and 
	     
	      

	Electronic hardware 
	     12,626
	      1,467    

	Manufacturing of substrates, contact and contactless smart cards
	     26,036
	      2,352

	
	   
	      

	
	   42,668
	     6,703

	
	
	

	Finance Costs
	
	    (2,770)

	Depreciation and

Amortisation
	
	    (2,738)            

	
	
	    (5,508)

	
	
	         

	
	
	

	Associated Company
	
	      3,402

	
	
	

	
	
	      4,597

	
	
	


6. Capital Commitments

	
	30 June 2003

             RM’000

	
	

	Contracted but not provided for in the
	

	Financial statements
	            2,143


7. Issuances and repayment of debt and securities

There were no issuances and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

8. Changes in the composition of the Group

During the current  financial quarter, the Group completed its acquisition of IRIS Technologies (M) Sdn Bhd.(IRIS Tech), its subsidiaries and associated company. The financial results of IRIS Tech. for the period 1 May to 30 June 2003 were consolidated to the Group’s interim financial report for this quarter.

9.    Material changes in estimates

       There were no changes in estimates of amounts reported in prior financial years, 

       which have a material effect in the current financial period.

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

On 4 July 2003, the company issued RM135 million Bai Bithamin Ajil Debt Securities (Islamic Bonds). The proceeds from the bonds were utilized as follows;

(a) RM60 million to repay a bridging loan from United Overseas Bank Berhad

(b) RM23.42 million to part finance the acquisition of Redeemable Convertible Preference Shares from NJI No2 Investment Fund & NJI No 3 Investment Fund

(c) Up to RM35 million to repay bank borrowings and other financial obligations

(d) The remaining to finance working capital requirements   

Additional information required by KLSE Listing Requirements 

11. Review of Performance

On 30 April 2003, the Group completed its acquisition of the remaining 50.5% equity in IRIS Tech. that it does not already own. The results of its 100% owned subsidiary IRIS Tech. were consolidated from 1 May 2003. For the current quarter the Group achieved a revenue of RM32.599 million and a profit before tax of RM0.391 million. On a year to date basis the Group achieved a revenue of RM42.668 million and a profit before tax of RM4.597 million. 

The lower profit for the Group in the current quarter was due to amortisation of goodwill on acquisition of IRIS Tech and higher interest expense on borrowings.   

12. Prospects

The prospects for the Group for the remaining two quarters is expected to be better with revenue being generated from its Nigerian Electronic Passport Project, the Common Ticketing System and the completion of the Automated Fingerprint Identification System. As well as the three projects, the Group through its associated company GMPC Corporation Sdn Bhd was awarded the contract to supply the Government of Malaysia with 9 million Mykad for the years 2003 to 2005. IRIS Tech., the wholly owned subsidiary is the sole manufacturer of Mykad.   

13. Variance on actual results from forecast profit and shortfall in profit guarantee 

This note is not applicable for the current financial quarter.

14. Quoted Securities 

a) There were no purchases or disposals of quoted securities for the current quarter and financial year to date.

b) The Group’s investments in quoted securities were as follows:-

	   
	 30 June 2003
	 30 June 2002

	
	        RM’000
	        RM’000

	At cost
	         18,374

	         15,407

	At net book value
	         18,374
	         15,407


The above investment in quoted securities comprise of shares in Intercard Wireless Limited (formerly known as Intag International Limited), a company listed in the Australian Stock Exchange.

15. Other Investments

Other investments represent deposits paid in respect of:

	
	30 June 2003

  RM’000 

	Golf Club membership
	     390


16. Status of Corporate Proposals

Subsequent to the first quarter financial report the status of the Corporate Proposals were as follows: -

i) On 30 April 2003, the Company completed the proposed acquisition of 33,850,000  

   ordinary shares of RM1.00 each representing 50.5% equity interest in IRIS  

   Technologies (M) Sdn Bhd from Berjaya Group Berhad and Bizurai Bijak (M) Sdn  

   Bhd for a total purchase consideration of RM84,625,000;

ii) the Company has opted for a cash purchase for 18,000,000 Redeemable    

    Convertible Preference Shares of RM0.01 each in IRIS Tech from NJI 

    No.2 Investment Fund and NJI No.3 Investment Fund for a total cash consideration    

    of RM47,340,000. On 4 July 2003, the Company made a paid RM23,670,000 

   (50%) to NJI No.2  & NJI No.3 Investment Funds in respect of these shares.

 17.Group Borrowings and Debt Securities

	
	30 June 2003
	30 June 2002

	
	RM’000
	RM’000

	Short term loan
	-
	30,867

	Bridging Loan
	97,760
	-

	Revolving Credit
	  5,000
	-

	Bankers Acceptance
	  23,071
	-

	Overdraft
	    2,942
	-

	
	 128,773
	30,867


18. Off Balance Sheet Financial Instruments

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

19. Material Litigation

Save for the outstanding material litigation as disclosed below, there is no other material litigation involving the Group:

A potential claim by LPS Binamaju Sdn Bhd (“LPS”) against IRIS Technologies (M) Sdn Bhd (“IRIS Tech”) for amount outstanding and owing to LPS for work done pursuant to the construction project known as “ the proposed 4 ½ storey ‘ IRIS Smart Complex’ on Lot 8 & 9, Jalan D, Technology Park Malaysia, Bukit Jalil, Kuala Lumpur” LPS has vide solicitors on 1 March 1999 and 20 November 2001 served a notice pursuant to Section 218 of the Companies Act, 1965 and a notice of demand for outstanding amount RM3,847,959 respectively on IRIS Tech, in which IRIS Tech is currently disputing.

IRIS Tech has paid RM500,000 since September 2002 towards the settlement of the outstanding balance. The parties are currently negotiating for a settlement of the amount outstanding as well as the repayment schedule. The directors of IRIS Tech are confident of negotiating with LPS to achieve an amicable settlement of the above.

20. Dividend 

The company did not pay any dividend in the current financial quarter.

21. Earnings Per Share

Earnings per ordinary share of 15 sen each at 30 June 2003 were computed as  

follows:

	
	3 months 
	
	6 months
	

	
	30 June        

    2003
	30 June 

     2002 
	30 June 

    2003
	30 June 

    2002

	       Basic
	       391

833,333
	     3,174

    93,300
	     4,597

 833,333
	       869

  93,300

	       Weighted
	       391

818,279
	      3,174

     93,300
	     4,597

  818,279
	       869

  93,300
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