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Condensed Consolidated Income Statements

For the third quarter ended 30 September 2004

	
	Individual
	
	     Cumulative

	
	3 months ended
	
	9 months ended

	
	30 Sept
 2004
	30 Sept 2003
	
	30 Sept
 2004
	30 Sept 2003

	                                                     
	
	
	
	
	

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	
	
	
	
	
	

	Revenue
	48,249
	63,121 
	
	152,950
	105,789

	
	
	
	
	
	

	Operating expenses
	   (36,869)
	(55,109) 
	
	(123,552)
	(90,449)

	Depreciation and amortisation
	   (  4,374)
	 (3,916) 
	
	  (12,628)
	(7,278)

	
	
	
	
	
	

	Operating profit
	  7,006
	4,096     
	
	16,770
	  8,062

	
	
	
	
	
	

	Interest expenses
	  (4,368)
	(3,965) 
	
	(12,869)
	(6,736)

	 
	
	 
	
	
	

	Share of profit of associated company
	-
	- 
	
	-
	3,402

	
	
	
	
	
	

	Profit before taxation
	   2,638
	     131 
	
	3,901
	4,728

	Tax expense                                    
	      (17)
	           (5)
	
	       (54)
	(5)

	
	
	                                 
	
	
	

	Net Profit after taxation
	
	
	
	
	

	for the period
	  2,621
	      126 
	
	3,847
	4,723

	
	
	
	
	
	

	Minority interest
	
	     -
	
	
	-

	
	
	
	
	
	

	Net profit for the period
	        2,621
	      126 
	
	3,847
	4,723

	
	
	
	
	
	

	Earnings per ordinary share in sen   
	
	
	
	
	

	
	
	
	
	
	

	Basic
	     0.31
	    0.02 
	
	  0.46
	0.57

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

Condensed Consolidated Balance Sheet

At 30 September 2004

	
	
	
	
	

	
	
	30 Sept 2004

RM’000
	
	31 Dec 2003

RM’000

	
	
	
	
	

	Property, Plant and Equipment
	   
	74,542
	
	67,168

	Investment in Associate
	
	341
	
	368

	Quoted Investment
	   
	19,622
	
	20,470

	Other Investment 
	   
	1,126
	
	406

	Goodwill on Consolidation
	
	135,910
	
	140,409

	Intangible Assets
	
	19,257
	
	20,288

	Research & Development 
	
	9,046
	
	9,989

	
	
	259,844
	
	259,098

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	  
	60,763
	
	32,739

	Trade receivables
	
	56,400
	
	63,407

	Others receivables & deposits
	  
	32,488
	
	28,770

	Cash and cash equivalents
	
	24,292
	
	27,887

	
	
	173,943
	
	152,803

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Trade payables
	
	35,206
	
	29,279

	Other payables
	
	17,513
	
	21,982

	Hire purchase creditors
	
	4,561
	
	2,398

	Short term borrowings
	 
	31,816
	
	16,962

	      Taxation
	   
	188
	
	134

	
	
	
	
	

	
	
	89,284
	
	70,755

	
	
	
	
	

	Net current assets
	
	84,659
	
	82,048

	
	
	
	
	

	
	
	344,503
	
	341,146


Condensed Consolidated Balance Sheet

At 30 September 2004

	(continued)
	
	
	
	

	
	
	
	
	

	
	
	30 Sept 2004

RM’000
	
	31 Dec 2003

RM’000

	
	
	
	
	

	Financed by:
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	
	125,101
	
	125,000

	Reserves
	
	24,402
	
	21,146

	
	
	149,503
	
	146,146

	BaIDs 
	
	195,000
	
	195,000

	
	
	
	
	

	
	
	344,503
	
	341,146

	
	
	
	
	

	
	
	
	
	

	Net tangible assets per share in sen – Basic
	
	(1.75)
	
	(2.94)


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003. 

Condensed Consolidated Statement of Changes in Equity

For the third quarter ended 30 September 2004

	
	
	
	
	
	

	
	Share

Capital

  RM’000
	Share

Premium

 RM’000
	Translation

Reserve  

     RM’000
	Accumulated

Loss  

     RM’000
	Total

 RM’000

	
	
	
	
	
	

	At 1 January 2004
	125,000
	      25,358
	3,183
	(7,395)
	146,146



	Share capital
	101
	
	
	
	101

	Share Premium
	-
	87
	-
	-
	87

	Net profit for the nine months 
	-
	-
	-
	3,847 
	 3,847

	Period
	
	
	
	
	

	Currency translation difference for the nine months period
	
	
	(678)
	-
	(678)

	
	
	
	
	
	

	
	
	
	
	
	

	At 30 Sept 2004
	125,101
	25,445
	2,505
	(3,548) 
	149,503

	
	
	
	
	
	

	At 1 January 2003
	125,000
	      25,358
	(870)
	(16,783)
	132,705



	Net profit for the year
	-
	-
	-
	9,388
	9,388

	Currency translation difference for the year
	-
	-
	4,053
	-
	4,053

	
	
	
	
	
	

	
	
	
	
	
	

	At 31 December 2003
	125,000
	25,358
	           3,183
	(7,395)
	146,146

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

Condensed Consolidated Cash Flow Statement 

For the third quarter ended 30 September 2004

	
	        Cumulative

30 Sept 2004

        RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	                   

	Profit/(Loss) before taxation
	3,901

	
	

	Adjustments for:
	

	Non-Cash Items
	           12,628 

	
	

	OPERATING PROFIT BEFORE WORKING
	           16,529    

	CAPITAL CHANGES
	

	
	

	Changes in working capital
	              

	Net changes in current assets
	          (24,735)

	Net changes in current liabilities
	              1,574

	NET CASH GENERATED FROM OPERATIONS
	           (23,161)

	
	

	Tax Paid
	            (      54)

	NET CASH FROM/ (USED IN) OPERATING
	            (6,686)

	ACTIVITIES
	

	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	

	Purchase of fixed assets
	          (12,273)  

	Development expenditure
	          (  1,164)       

	
	

	 NET CASH USED IN INVESTING ACTIVITIES
	          (13,437)    

	 
	

	CASH FLOW FROM FINANCING ACTIVITIES 
	

	Proceeds from issue of shares
	                 188        

	Hire purchase creditors
	              2,163  

	Short term borrowings 
	            14,854 

	NET CASH FROM/ (USED IN) FINANCING ACTIVITIES
	17,205        

	 
	

	Net changes in cash and cash equivalents
	 (2,918)         

	Effects of exchange rate changes
	    (677)    

	Cash and cash equivalents at beginning of the year
	            27,887

	CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
	            24,292

	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003. 

Notes to the Interim Financial Report

For the third quarter ended 30 September 2004
1. Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB26, Interim Financial Reporting and in compliance with Chapter 7 of the Listing Requirements of Kuala Lumpur Stock Exchange for the Mesdaq Market.

The interim financial reports should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

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 2003.

2. Audit report of preceding annual financial statement 

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

3. Seasonal or cyclical factors

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

4. Segment information

The Group’s segment information for the interim financial report to 30 September 2004 were as follows;

	Source
	Revenue
	Profit/(Loss)

before tax

	
	RM’000
	RM’000

	
	
	

	Software solutions and 
	     
	   

	Electronic hardware 
	       23,890
	     4,753        

	Manufacturing of substrates, contact and contactless smart cards
	     129,060
	    24,645

	
	
	

	
	    152,950
	   29,398

	
	
	

	Finance Costs
	
	   (12,869)

	Depreciation and

Amortisation
	
	   (12,628)

	
	
	   (25,497)

	
	
	

	
	
	

	Profit before tax
	
	      3,901

	
	
	


5. Capital Commitments

	
	30 Sept 2004

             RM’000

	
	

	Contracted but not provided for in the
	 

	Financial statements
	        17,101


6. Issuances and repayment of debt and securities

There were no issuances or repayment of debt and securities for this quarter. 

7. Changes in the composition of the Group

There were no changes in the composition of the Group for the third quarter.

8.    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.

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

There are no material events subsequent to the end of the third quarter ended 30 September 2004. 

10. Items of an unusual nature

      There were no items of an unusual nature which affects assets, liabilities, equity, net  

      income or cash flows in the current quarter.

11. Valuations of property, plant and equipment

      There were no valuations made on property, plant and equipment.  

12. Changes in contingent liabilities and contingent assets

      There were no changes in contingent liabilities and contingent assets since the last 

      balance sheet date.

13. Taxation

	
	30 Sept 2004
	30 Sept 2003

	
	     RM’000
	    RM’000

	      Current
	            54
	           -


     The charge to taxation arose due to profits from a subsidiary company.

Additional information required by KLSE Listing Requirements 

14. Review of Performance

For the third quarter ended 30 September 2004, the Group achieved a turnover of RM48.25 million, a decrease of 10.7% compared to the second quarter ended 30 June 2004. Profit before tax increased to RM2.64 million compared with RM0.72 million for the previous quarter. 
The higher profit is due primarily to higher margins achieved for the pilot phase of the Common Ticketing System project. 
For the period ended 30 September 2004, the Group recorded a turnover of RM152.95 million compared with RM105.78 million for the corresponding period ended 30 September 2003. Profit before tax amounted to RM3.9 million compared with RM4.7 million for the corresponding period. 
Profit for the period was achieved after charging depreciation and amortization of RM12.63 million (2003 RM7.28 million) and interest expense of RM12.87 million (2003 RM6.74 million).     
15. Prospects

With the commencement of the Indian Sahara Group and Bahrain ID projects, the board are optimistic that the relentless efforts of the company to source for new overseas business are paying off which in turn would brighten the prospect for the coming year. 

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

This note is not applicable for the current financial quarter.

17. 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 Sept 2004
	30 Sept 2003

	
	        RM’000
	        RM’000

	At cost
	          19,622
	         18,373

	At net book value
	          19,622
	         18,373

	Market Value
	             -
	             -


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. The shares were last traded at RM0.05 per share prior to trading being suspended.

18. Other Investments

Other investments represent deposits paid in respect of:

	
	30 Sept 2004

  RM’000 

	Golf Club membership
	       407

	Investment in CYDID SRL
	       149

	Investment in XID Technologies
	       570

	TOTAL
	    1,126


19. Status of Corporate Proposals

   None.

 20.Group Short Term Borrowings

	
	30 Sept 2004
	30 Sept 2003

	
	RM’000
	 RM’000

	Bridging Loan
	-
	  7,760

	Revolving Credit
	-
	 10,000

	Bankers Acceptance
	 11,816
	 13,292

	Commercial Paper
	20,000 
	           -

	. 
	       31,816
	       31,052


        Secured bankers acceptances are subject to interest rates varying between 4% - 5%.

21. Off Balance Sheet Financial Instruments

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

22. 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 RM300,000 for this quarter and RM1,750,000 since September 2002 towards the settlement of the outstanding balance. The parties have agreed on a repayment schedule for partial settlement and currently negotiating for settlement of amount remaining. The directors of IRIS Tech are confident of negotiating with LPS to achieve an amicable settlement of the above.

23. Dividend 

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

24. Earnings Per Share

The basic earning per share of RM0.15 each at 30 September 2004 (2003) were:

	
	                    3 months


	             9 months

	
	30 Sept 2004
	30 Sept 2003
	30 Sept 2004
	30 Sept 2003

	 
	   0.31 sen
	      0.02 sen

	       0.46 sen

	     0.57 sen



PAGE  
9

