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Condensed Consolidated Income Statement

For the fourth quarter ended 31 December 2005

	
	Individual
	
	Cumulative

	
	3 months ended
	
	12 months ended

	
	31 Dec

2005
	31 Dec 2004
	
	31 Dec

2005
	31 Dec 2004

	                                                     
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	
	
	
	
	
	

	Revenue
	 85,360
	69,613 
	
	300,344
	222,562

	
	
	
	
	
	

	Operating expenses
	    (69,662)
	(60,724) 
	
	 (254,330)
	 (184,276)

	Depreciation and amortisation
	    (5,559)
	 (4,461) 
	
	 (20,002)
	 (17,089)

	
	
	
	
	
	

	Operating profit
	   10,139
	4,428     
	
	   26,012 
	 21,197

	
	
	
	
	
	

	Interest expenses
	   (4,796)
	(4,309) 
	
	   (18,433)
	(17,178)

	
	
	
	
	
	

	Share of loss of associated company
	(180)
	(44)
	
	(180)
	(44)

	
	
	
	
	
	

	Profit before taxation
	   5,163
	   75 
	
	   7,399
	3,975

	
	
	
	
	
	

	Tax expense                                    
	        -
	        -
	
	(13)       
	     -

	
	
	                                 
	
	
	

	Net Profit after taxation
	
	
	
	
	

	for the period
	   5,163
	 75
	
	   7,386
	 3,975

	
	
	
	
	
	

	Exceptional Item
	       -
	(14,953)
	
	        -
	(14,953)

	
	
	
	
	
	

	
	
	
	
	
	

	Net Profit / (Loss) for the period
	5,163
	(14,878)
	
	7,386
	(10,978)

	
	
	
	
	
	

	Earnings per ordinary share in sen   
	
	
	
	
	

	
	
	
	
	
	

	Basic
	     0.56
	(1.78)
	
	    0.81
	 (1.32)

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004.

Condensed Consolidated Balance Sheet

At 31 December 2005

	
	
	
	
	

	
	
	31 Dec 2005

RM’000
	
	31 Dec 2004

RM’000

	
	
	
	
	

	Property, Plant and Equipment
	   
	106,220
	
	93,690

	Investment in Associate
	
	144
	
	324

	Other Investment 
	   
	406
	
	406

	Goodwill on Consolidation
	
	128,412
	
	134,411

	Intangible Assets
	
	17,633
	
	18,913

	Research & Development 
	
	9,743
	
	9,425

	
	
	262,558
	
	257,169

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	  
	59,652
	
	65,329

	Trade receivables
	
	78,811
	
	73,793

	Others receivables & deposits
	  
	32,656
	
	36,828

	Cash and cash equivalents
	
	54,191
	
	13,742

	
	
	225,310
	
	189,692

	
	
	
	
	

	Current Liabilities
	
	
	
	

	Trade payables
	
	65,495
	
	47,834

	Other payables
	
	24,176
	
	20,798

	Hire purchase creditors
	
	13,951
	
	4,095

	Short term borrowings
	 
	34,101
	
	43,710

	      Taxation
	   
	134
	
	84

	
	
	
	
	

	
	
	137,857
	
	116,521

	
	
	
	
	

	Net current assets
	
	87,453
	
	73,171

	
	
	
	
	

	
	
	350,011
	
	330,340


Condensed Consolidated Balance Sheet

At 31 December 2005

	(continued)
	
	
	
	

	
	
	
	
	

	
	
	31 Dec 2005

RM’000
	
	31 Dec 2004

RM’000

	
	
	
	
	

	Financed by:
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	
	137,101
	
	125,101

	Reserves
	
	                        12,237
	
	4,566

	      Revaluation surplus
	
	                        14,885
	
	14,885

	
	
	164,223
	
	144,552

	Bonds
	
	180,000
	
	180,000

	Deferred taxation
	
	5,788
	
	5,788

	
	
	350,011
	
	330,340

	
	
	
	
	

	
	
	
	
	

	Net tangible assets per share in sen  - Basic
	
	0.92
	
	(2.18)


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004. 

Condensed Consolidated Statement of Changes in Equity

For the fourth quarter ended 31 December 2005

	
	
	
	
	
	
	

	
	Share

Capital

RM’000
	Share

Premium

RM’000
	Revaluation       Reserve

RM’000
	Translation

Reserve  

    RM’000
	 Accumulated

Loss  

     RM’000
	Total

RM’000

	
	
	
	
	
	
	

	At 1 January 2005
	125,101
	      25,445
	14,885
	(2,505)
	(18,373)
	144,553



	Issue of shares
	12,000
	-
	-
	-
	-
	12,000

	Net profit for the twelve month period
	-
	-
	-
	-
	7,386 
	 7,386

	Currency translation difference for the twelve month period
	-
	-
	-
	             284
	-
	284

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At 31 Dec 2005
	137,101
	25,445
	14,885
	(2,221)
	(10,987) 
	164,223

	
	
	
	
	
	
	

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



	Net loss for the year
	-
	-
	-
	-
	(10,978)
	(10,978)

	Issue of shares
	101
	           87
	
	-
	-
	188

	Revaluation Reserve Surplus
	-
	-
	20,673
	-
	-
	20,673

	Deferred taxation
	-
	-
	(5,788)
	-
	-
	(5,788)

	Transferred to Income Statement
	-
	-
	-
	(6,374)
	-
	(6,374)

	Currency translation Difference
	-
	-
	-
	            685
	-
	685

	
	
	
	
	
	
	

	At 31 December 2004
	125,101
	25,445
	     14,885
	        (2,505)
	(18,373)
	144,553

	
	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004.

Condensed Consolidated Cash Flow Statement 

For the fourth quarter ended 31 December 2005

	
	Cumulative

31 Dec 2005

RM’000
	Cumulative

31 Dec 2004

RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	                   
	

	Profit / (Loss) before taxation
	  7,399
	     (10,978)

	
	
	

	Adjustments for:
	
	

	Non-Cash Items
	          20,598
	       32,481

	Interest expenses
	 18,433
	15,326

	
	
	

	OPERATING PROFIT BEFORE WORKING
	          46,430
	       36,829

	CAPITAL CHANGES
	
	

	
	
	

	Changes in working capital
	              
	

	Net changes in current assets
	             4,831
	      (51,034)

	Net changes in current liabilities
	           21,089
	        17,369

	NET CASH GENERATED FROM OPERATIONS
	           72,350
	          3,164

	
	
	

	Interest paid
	  (18,433)
	 (15,326)

	Tax Paid
	               (13)
	             (50)

	NET CASH GENERATED FROM / (USED IN) 
	            53,904
	       (12,212)

	OPERATING ACTIVITIES
	
	

	
	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	            
	

	Purchase of fixed assets
	          (23,232)
	      (11,259)

	Proceeds from disposal of fixed assets
	                248
	                2

	Development expenditure
	            (2,908)
	        (1,383)

	Acquisition of licenses
	          (95)
	-

	NET CASH USED IN INVESTING ACTIVITIES
	          (25,987)
	      (12,640)

	 
	
	

	
	
	

	(continued)
	
	

	
	Cumulative

31 Dec 2005

RM’000
	Cumulative

31 Dec 2004

RM’000

     

	CASH FLOW FROM FINANCING ACTIVITIES 
	
	

	Proceeds from issue of shares
	          12,000
	            188

	Hire purchase creditors
	            9,856
	       (1,229)

	Short term borrowings
	            5,391
	(8,252)

	Proceeds from issue of commercial papers
	20,000
	20,000

	Repayment of loans
	        (35,000)
	-

	NET CASH FROM FINANCING ACTIVITIES
	  12,247        
	10,707

	
	
	

	 
	
	

	Net changes in cash and cash equivalents
	  40,164                
	     (14,145)

	Effects of exchange rate changes
	       285
	  -    

	Cash and cash equivalents at beginning of the year
	          13,742
	       27,887

	CASH AND CASH EQUIVALENTS AT END OF THE
	
	

	PERIOD
	  54,191
	13,742

	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004. 

Notes to the Interim Financial Report

For the fourth quarter ended 31 December 2005
1. Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with FRS134, Interim Financial Reporting and in compliance with Chapter 7 of the Listing Requirements of Bursa Malaysia Securities Berhad 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 2004.

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 2004.

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 fourth quarter.

4. Segment information

The Group’s segment information for the interim financial report to 31 December 2005 were as follows:

	Source
	Revenue
	Profit

before tax

	
	RM’000
	RM’000

	
	
	

	Software solutions and 
	      
	      

	  electronic hardwares
	      57,534
	       7,742 

	Manufacturing of

  substrates, contact and 

  contactless smart cards
	    242,810
	     38,848

	
	    300,344
	     46,590  

	
	
	

	Finance Costs
	
	   (19,202)

	Depreciation and

  Amortisation
	
	   (20,002)

	
	
	

	Profit before tax
	
	       7,386

	
	
	


5. Capital Commitments

	
	31 Dec 2005

RM’000

	
	

	Contracted but not provided for in the
	

	  Financial Statements
	3,817


6. Issuance and repayment of debt and securities

Details of Murabahah Commercial Paper and Medium Term Note (CP/MTN) issued and repaid were as follows: -

	Issue amount RM’000
	Issue date
	Maturity date
	Repayment

RM’000
	At 31 Dec 05

RM’000

	(1)     5,000
	14/12/04
	14/12/05
	5,000
	-

	(2)   20,000
	19/04/05
	19/04/06
	-
	20,000


7. Changes in the composition of the Group

There were no changes in the composition of the Group for the fourth 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 were no material events subsequent to the end of the fourth quarter ended 31 December 2005.

10. Items of an unusual nature

There were no items of unusual nature which affects assets, liabilities, equity, net income or cash flows in the fourth quarter.

11. Valuations of property, plant and equipment

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

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

	
	31 Dec 2005
	31 Dec 2004

	
	RM’000
	RM’000

	Provision for the year
	-
	-

	Underprovision in prior year
	13
	-

	      
	13
	-

	
	
	


     The charge to taxation is due to interest income earned.
Additional information required by BMSB Listing Requirements 

14.1 Review of Performance

The Group’s revenue and profit before taxation for the current financial quarter ended 31 December 2005 increased to RM85.36 million and RM5.16 million from RM69.61 million and RM0.075 million respectively when compared to the corresponding financial quarter ended 31 December 2004, an increase of 22.6% and 6784% in revenue and profit before taxation respectively. These increases in revenue and profit before taxation were mainly contributed from GMPC’s Card Life-cycle Management System (CLMS) Project. 

For the year ended 31 December 2005, the Group’s revenue and profit before taxation amounted to RM300.34 million and RM7.4 million an increase of 35.0% and 86.1% respectively over the last financial year. These increases were mainly contributed from higher volume of Malaysian e-passport substrates and from overseas projects such as the Bahrain ID Card and from the supply of ID Cards, Card Readers and Passport Inlays to Thailand.

14.2 Comparison with Preceding Quarter

The Group’s profit before taxation decreased to RM5.16 million from RM6.83 million in the preceding financial quarter ended 30 September 2005, representing a decrease of 24% in profit before taxation whilst revenue increased to RM85.36 million from RM70.11 million in the preceding financial quarter ended 30 September 2005, representing an increase of 21.8% in revenue. Profit before taxation decreased primarily due to lower margins on the provision of software solutions. 

15. Prospects

The Group met its revenue target for 2005. With continued orders for Malaysian e-passport substrates and MyKad as well as new overseas contracts won such as the supply of passport inlays to Turkey, the Group is expected to perform satisfactorily for 2006.

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 

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

18. Other Investments

Other investments represent deposits paid in respect of:

	
	31 Dec 2005

RM’000

	Golf Club Membership
	       406


19. Status of Corporate Proposals

The Group have successfully placed out 80,000,000 ICB shares at an issue price of RM0.15 per share. This private placement was completed on 11 October 2005. The new ICB shares issued pursuant to the private placement have been listed with effect from 20 October 2005.

As at date of this interim report, the proposed renounceable rights issue of non-cumulative irredeemable convertible preference shares is pending.

20. Group Borrowings and Debt Securities

The Group’s borrowing from financial institutions as at end of the current quarter are:


	
	Short Term
	Long Term
	Total

	
	RM’000
	RM’000
	RM’000

	Secured
	34,101 
	180,000
	214,101

	Unsecured
	-
	              -
	-

	Total
	34,101
	180,000
	214,101


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 litigations as disclosed below, there are no other material litigations involving the Group:

(a)
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. Since September 2002, IRIS Tech has paid RM1,950,000 in total via quarterly installment of RM300,000 per quarter as mutually agreed beginning September 2002 towards settlement of the outstanding balance; and 

(b)
A suit filed by IRIS Tech against MyETutor.com Sdn Bhd (MyETutor) on 30 November 2004 for a breach of a month to month tenancy between IRIS Tech and MyETutor. The quantum of the claim is RM1,294,103.

23. Dividend 

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

24. Earnings Per Share

	
	Individual quarter ended

	
	31 Dec 2005
	31 Dec 2004

	Basic earnings per share
	
	

	Net profit / (loss) for the period (RM’000)
	    5,163
	(14,878)

	Total number of ordinary share in issue (‘000)
	914,005
	834,005

	Basic earnings per share
	0.56 sen

======
	(1.78) sen

======

	Fully diluted earnings per share
	Not applicable
	Not applicable


PAGE  
10

