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Condensed Consolidated Income Statement

For the first quarter ended 31st March 2006

	
	Individual
	
	Cumulative

	
	3 months ended
	
	3 months ended

	
	31 March

2006
	31 March 2005
	
	31 March

2006
	31 March 2005

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

	
	
	
	
	
	

	
	
	
	
	
	

	Revenue
	 41,731
	52,044 
	
	 41,731
	52,044 

	
	
	
	
	
	

	Cost of sales
	(25,811)
	(44,359)
	
	(25,811)
	(44,359)

	
	
	
	
	
	

	Gross profit
	15,920
	7,685
	
	15,920
	7,685

	
	
	
	
	
	

	Other income
	793
	55
	
	793
	55

	Operating expenses
	    (7,264)
	(8,215) 
	
	    (7,264)
	(8,215) 

	Depreciation and amortisation
	    (3,707)
	 (4,317) 
	
	    (3,707)
	 (4,317) 

	Interest expenses
	   (4,059)
	(4,201) 
	
	   (4,059)
	(4,201) 

	Share of loss of associated company
	       -
	-
	
	       -
	-

	
	
	
	
	
	

	Profit before taxation
	   1,683
	   (8,993) 
	
	   1,683
	   (8,993) 

	
	
	
	
	
	

	Tax expense                                    
	        -
	        -
	
	        -
	        -

	
	
	                                 
	
	
	                                 

	
	
	
	
	
	

	Net Profit / (Loss) for the period
	1,683
	(8,993)
	
	1,683
	(8,993)

	
	
	
	
	
	

	Earnings per ordinary share in sen   
	
	
	
	
	

	
	
	
	
	
	

	Basic
	     0.18
	(1.08)
	
	     0.18
	(1.08)

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005.

Condensed Consolidated Balance Sheet

At 31st March 2006

	
	
	
	
	

	
	
	31 March 2006

RM’000
	
	31 December 2005

RM’000

	
	
	
	
	

	Non current assets
	
	
	
	

	Property, Plant and Equipment
	   
	104,642
	
	105,934

	Investment in Associated Company
	
	324
	
	324

	Other Investment 
	   
	1,357
	
	1,357

	Goodwill on Consolidation
	
	128,412
	
	128,412

	Intangible Assets
	
	18,463
	
	17,633

	Research & Development 
	
	9,771
	
	9,743

	
	
	262,969
	
	263,403

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	  
	59,184
	
	59,596

	Trade receivables
	
	60,266
	
	78,811

	Others receivables & deposits
	  
	39,260
	
	31,296

	Cash and cash equivalents
	
	37,715
	
	54,591

	
	
	196,425
	
	224,294

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade payables
	
	61,411
	
	63,720

	Other payables
	
	22,166
	
	25,642

	Hire purchase creditors
	
	13,065
	
	13,951

	Short term borrowings
	 
	26,102
	
	49,501

	      Taxation
	   
	94
	
	19

	
	
	
	
	

	
	
	122,838
	
	152,833

	
	
	
	
	

	Net current assets
	
	73,587
	
	71,461

	
	
	
	
	

	
	
	336,556
	
	334,864


Condensed Consolidated Balance Sheet

At 31st March 2006

	(continued)
	
	
	
	

	
	
	
	
	

	
	
	31 March 2006

RM’000
	
	31 December 2005

RM’000

	
	
	
	
	

	Financed by:
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	
	137,106
	
	137,101

	Share premium
	
	25,449
	
	25,445

	Other reserves
	
	                        12,203
	
	12,203

	      Retained earnings
	
	                       (8,868)
	
	(10,551)

	
	
	165,890
	
	164,198

	Non current liabilities
	
	
	
	

	Bonds
	
	165,000
	
	165,000

	Deferred taxation
	
	5,666
	
	5,666

	
	
	336,556
	
	334,864

	
	
	
	
	

	
	
	
	
	

	Net assets per share in RM  - Basic
	
	0.18
	
	0.18


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005. 

Condensed Consolidated Statement of Changes in Equity

For the first quarter ended 31st March 2006

	
	
	Non-Distributable
	Distributable
	

	
	Share

Capital

RM’000
	Share

Premium

RM’000
	Revaluation       Reserve

RM’000
	Translation

Reserve  

    RM’000
	 Accumulated

Loss  

     RM’000
	Total

RM’000

	
	
	
	
	
	
	

	At 1st January 2005
	125,101
	25,445
	14,885
	(2,505)
	(18,373)
	144,552

	Net loss for the period
	-
	-
	-
	-
	(8,993)
	(8,993)

	Foreign currency translation 
	-
	-
	-
	49
	-
	49

	
	
	
	
	
	
	

	At 31st March 2005
	125,101
	25,445
	14,885
	(2,456)
	(27,366)
	135,608

	
	
	
	
	
	
	

	At 1st January 2006
	137,101
	25,445
	14,448
	(2,245)
	(10,551)
	164,198

	Net profit for the period
	-
	-
	-
	-
	1,683
	1,683

	Issue of shares
	5
	4
	
	-
	-
	19

	Revaluation Reserve Surplus
	-
	-
	-
	-
	-
	-

	Deferred taxation
	-
	-
	-
	-
	-
	-

	Transferred to Income Statement
	-
	-
	-
	-
	-
	-

	Foreign currency translation 
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	At 31st March 2006
	137,106
	25,449
	14,448
	(2,245)
	(8,868)
	165,890

	
	
	
	
	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005.

Condensed Consolidated Cash Flow Statement 

For the fourth quarter ended 31st March 2006

	
	Cumulative

31 March 2006

RM’000
	Cumulative

31 March 2005

RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	                   
	

	Profit / (Loss) before taxation
	  1,683
	     (8,993)

	
	
	

	Adjustments for:
	
	

	Non-Cash Items
	          3,707
	       4,317

	Interest expenses
	 4,059
	4,201

	
	
	

	OPERATING PROFIT / (LOSS) BEFORE WORKING
	          9,449
	       (475)

	CAPITAL CHANGES
	
	

	
	
	

	Changes in working capital
	              
	

	Net changes in current assets
	             10,994
	      (46,690)

	Net changes in current liabilities
	          (5,710)
	        65,111

	NET CASH GENERATED FROM OPERATIONS
	           14,733
	          17,946

	
	
	

	Interest paid
	  (4,059)
	 (4,201)

	NET CASH GENERATED FROM OPERATING
	            10,674
	       13,745

	ACTIVITIES
	
	

	
	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	            
	

	Purchase of fixed assets
	          (1,523)
	      (1,273)

	Development expenditure
	            (575)
	        (867)

	Acquisition of license
	          (1,175)
	-

	NET CASH USED IN INVESTING ACTIVITIES
	          (3,273)
	      (2,140)

	 
	
	

	
	
	

	(continued)
	
	

	
	Cumulative

31 March 2006

RM’000
	Cumulative

31 March 2005

RM’000

     

	CASH FLOW FROM FINANCING ACTIVITIES 
	
	

	Proceeds from issue of shares
	          9
	            -

	Hire purchase creditors
	            (886)
	       (330)

	Short term borrowings
	            (23,400)
	8,647

	NET CASH GENERATED FROM / (USED IN)
	
	

	FINANCING ACTIVITIES
	(24,277)
	8,317

	
	
	

	 
	
	

	Net changes in cash and cash equivalents
	  (16,876)                
	     19,922

	Effects of exchange rate changes
	       -
	  -    

	Cash and cash equivalents at beginning of the year
	          54,591
	       13,742

	CASH AND CASH EQUIVALENTS AT END OF THE
	
	

	PERIOD
	  37,715
	33,664

	
	
	


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005. 

Notes to the Interim Financial Report

For the first quarter ended 31st March 2006
1. Basis of preparation

This interim financial report is based on the unaudited financial statements for the quarter ended 31st March 2006 and has been prepared in compliance with FRS 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board ("MASB"). The accounting policies and methods of computation adopted by the Group in this report are consistent with those adopted in the financial statements for the year ended 31st December 2005 except for the adoption of new Financial Reporting Standards ("FRS") issued by MASB that has come into effect.

This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005

2. Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standard (“FRS”) effective for financial period beginning 1 January 2006.

FRS3

Business Combinations

FRS101

Presentation of Financial Statements

FRS102

Inventories

FRS108

Accounting Policies, Changes in Estimates and Errors

FRS110

Events after the Balance Sheet Date

FRS116

Property, Plant and Equipment

FRS121

The Effects of Changes in Foreign Exchange Rates

FRS127

Consolidated and Separate Financial Statements

FRS128

Investment in Associates

FRS132

Financial Instruments: Disclosure and Presentation

FRS133

Earnings Per Share

FRS136

Impairment of Assets

FRS138

Intangible Assets

Other than the below, the adoption of new/revised FRS do not have significant financial impact on the Group.

FRS3: Business Combinations, FRS136: Impairment of Assets and FRS138: Intangible Assets

At 1 January 2006, the net carrying amount of goodwill is RM128,412,158.00. FRS138 requires goodwill to be valued on an annual basis, on a date to be determined. ICB has elected to value its goodwill at the group’s financial year-end at 31 December.

Prior to 1 January 2006, Goodwill has been amortised on a straight-line basis over a period of 25 years. Adoption of FRS138 has resulted in the group not amortising its goodwill amounting to RM1,499,664.00 for this first quarter as has been practiced.

3. Audit report of preceding annual financial statement 

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

4. Seasonal or cyclical factors

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

5. Segment information

The Group’s segment information for the interim financial report to 31st March 2006 were as follows:

	Source
	Revenue
	Profit

before tax

	
	RM’000
	RM’000

	Software solutions and electronic
	      
	      

	  Hardwares
	11,687
	356

	Manufacturing of substrates, 

  contact and contactless smart cards 
	30,044
	9,093

	
	41,731
	9,449

	
	
	

	Finance costs
	
	(4,059)

	Depreciation and amortization
	
	(3,707)

	
	
	

	Profit before tax
	
	1,683


6. Capital Commitments

	
	31 March 2006

RM’000

	Contracted but not provided for in the
	

	  Financial Statements
	2,800


7. Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities except for the following:

(a)  Employee Share Options Scheme (“ESOS”)

During the financial period ended 31st March 2006, the company issued 32,000 ordinary share of RM0.15 each for cash pursuant to the Company’s ESOS at exercise price of RM0.28 per ordinary share.

(b) Bonds

On 6 and 8 February 2006, the Company prepaid a RM5 million and RM10 million BaIDs bonds respectively. These bonds were due for repayment on 4 July 2006.

8. Changes in the composition of the Group

There were no changes in the composition of the Group for the first 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
There were no material events subsequent to the end of the current quarter except the following:-

(a) Proposed acquisition of 31.75% equity interest in Patimas Computers Berhad (“Patimas”)

On 13 May 2006, the Company entered into three (3) separate conditional Share Sale Agreements with Forum Pintar Sdn Bhd, Mazlan Bin Muhamed and Dato' Ng Back Heang for the acquisition of a total of 24,000,000 Patimas Shares, representing approximately 31.75% of the entire issued and paid-up share capital of Patimas for a total purchase consideration of RM72,000,000 to be wholly satisfied by the issuance of up to 109,090,908 new ICB shares of RM0.15 each at an issue price of RM0.66 per share. Under the terms of the SSAs, ICB also has the option to satisfy the purchase consideration entirely by way of a cash payment to the Vendors;

(b) Issue of Shares

Subsequent to 31 March 2006, the Company issued 6,821,700 ordinary shares of RM0.15 each for cash pursuant to the Company’s ESOS at an exercise price of RM0.28 per ordinary share;

(c) Underwriting agreement

Underwriting Agreement dated 19 April 2006 entered into between ICB and the Underwriters in relation to the underwriting of up to 237,568,591 ICPS together with Warrants for an underwriting commission and a managing underwriter’s commission of 2.25% and 0.25% respectively of the value of the underwritten ICPS and Warrants; 

(d)
Deed Poll

Deed Poll dated 24 April 2006 constituting the Warrants to be issued pursuant to the Rights Issue; and

(e)   Cross-License and Business Agreement with Smart Packaging Solutions (“SPS”)
On 13 April 2006, the Company signed a cross-license and business agreement with SPS, a company incorporated and domiciled in France. SPS provides manufacturing technology and expertise to manufacture micropackaging and microelectronic systems including contact and contactless smart cards and devices dedicated to identity and security markets using ID cards and passports. The agreement provides for the sharing of each company's technologies and resources. Specifically, it was also agreed that ICB would promote SPS's technologies in the Asian and American Continents and in return SPS would promote ICB's technologies in the European Continent.

11.  Items of an unusual nature

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

12.  Valuations of property, plant and equipment

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

13.  Changes in contingent liabilities and contingent assets

There were no changes in contingent liabilities and contingent assets since the last balance sheet date.

14.  Taxation

	
	31 Mar 2006
	31 Mar 2005

	
	RM’000
	RM’000

	Provision for the year
	-
	-

	Underprovision in prior year
	-
	-

	      
	-
	-

	
	
	


Additional information required by BMSB Listing Requirements 

15.1 Review of Performance

The Group’s revenue for the current financial quarter ended 31st March 2006 decreased to RM41.73 million from RM52.04 million when compared to the corresponding financial quarter ended 31st March 2005, this represents a drop of 19.81%. This decrease is attributable to lower revenue from both local and overseas sales.

Whilst the quarter recorded lower revenue, profit after tax increased to RM1.68 million from a loss of RM8.99 million when compared to the corresponding financial quarter. This turnaround is due to better sales margin contracts, lower operating costs and resulting from FRS138 whereby impairment of goodwill will be determined at the group’s financial year-end.

15.2 Comparison with Preceding Quarter

The Group’s revenue and profit before taxation for the current financial quarter ended 31st March 2006 decreased to RM41.73 million and RM1.68 million from RM84.80 million and RM5.16 million respectively when compared to the preceding financial quarter ended 31st December 2005, a decrease of 50.79% and 67.44% respectively. The preceding quarter high revenue were mainly due to the 2005 year end rush for MyKad, resulting in MyKad revenue for the 1st quarter 2006 to drop to RM12 million compared with RM59.6 million in the preceding quarter. 

16.  Prospects

Having won the supply of passport inlays to Turkey, the supply of E-ID card and E-passport for the Republic of Somalia and the design and implementation of E-ID card system for Indonesia and the continued uptake of E-passport substrates for Malaysia the Group expects to perform satisfactorily for 2006. 

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

This note is not applicable for the current financial quarter.

18.  Quoted Securities 

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

19.  Other Investments

Other investments represent deposits paid in respect of:

	
	31 Mar 2006

RM’000

	Investment in XID Technologies Pte Ltd
	950

	Golf Club Membership
	406

	
	       1,356


XID Technologies Pte Ltd is an unquoted Singapore company.

20.   Status of Corporate Proposals

(a)
Rights Issue 

The implementation of the Rights Issue of Non-Cumulative Irredeemable Convertible Preference Shares (“ICPS”) that was approved by shareholders on 8th March 2005 was extended to 31st July 2006 by the Securities Commission. The details of the ICPS are as follows: -

“Renounceable rights issue of 368,343,533 5-year 3% non-cumulative irredeemable convertible preference shares of RM0.15 each in ICB together with 55,251,530 free detachable warrants to the shareholders of ICB, payable in full upon acceptance, on the basis of twenty (20) ICPS and three (3) free warrants for every fifty (50) existing shares held by entitled shareholders at the entitlement date at an issue price of RM0.15 per ICPS.”

(b)   Acquisition of 31.75% Equity Stake in Patimas Computers Berhad

On 28 April 2006, the Company announced that it has agreed to accept 3 offers to acquire 24 million ordinary shares representing 31.75% equity stake in Patimas Computers Berhad at RM3.00 per ordinary share for a total consideration of RM72.0 million.

The purchase consideration is to be satisfied via an issuance of new ordinary shares of ICB or a cash option.   

21.  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
	26,102 
	165,000
	191,102

	Unsecured
	-
	              -
	-

	Total
	26,102
	165,000
	191,102


22.  Off Balance Sheet Financial Instruments

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

23.  Material Litigation

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


A potential claim by Pembinaan Puncak Jaya Sdn Bhd (formerly known as LPS Binamaju Sdn Bhd) ("Puncak Jaya") against the Company for amount outstanding and owing to Puncak Jaya for work done pursuant to the construction project more particularly known as "the Proposed 4 1/2 Storey 'Smart Technology Complex' on Lot 8 and 9, Jalan D, Bukit Jalil, Technology Park Malaysia, Kuala Lumpur". Puncak Jaya had vide its 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 of RM3,847,959.04 (“Outstanding Sum”) respectively on the Company, in which the Company is currently disputing. The Company claims that the Outstanding Sum failed to take into account the amount paid by the Company to the sub-contactor and the late delivery penalty owing by Puncak Jaya to the Company. As at todate, the Company has paid RM1,950,000 towards the Outstanding Sum and the parties are in negotiation to settle the dispute in relation to the balance Outstanding Sum.

24.  Dividend 

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

25. Earnings Per Share

	
	Individual quarter ended

	
	31 Mar 2006
	31 Mar 2005

	Basic earnings per share
	
	

	Net profit / (loss) for the period (RM’000)
	    1,683
	(8,993)

	Total number of ordinary share in issue (‘000)
	914,037
	834,005

	Basic earnings per share
	0.18 sen

======
	(1.08) sen

======


26. Projects On Hand

	Project
	Client
	Description
	Status

	MyKad 
	GMPC/JPN
	Supply of National ID Card to JPN
	On going

	MEP Substrates
	PKN/JIM
	Supply of E-Passport Substrates to PKN
	On going

	JPN Maintenance Contract
	JPN
	Provide maintenance services
	On going

	JIM Maintenance Contract
	JIM
	Provide maintenance services
	On going

	Rapid KL Project
	Pradonet Sdn Bhd / SPNB
	To manufacture, supply, install and commission the bus ticketing system for Rapid KL buses
	In progress

	Nigeria Project
	ISTL / Nigerian Government
	Supply of E-Passport Inlays to Nigeria
	Awaiting LC

	Thai Passport Inlay
	On Loyal Technology Ltd
	Supply of E-Passport Inlays to Thailand
	On going

	Pakistan Project
	Government of Punjab (Pakistan)
	Supply of vehicle registration smart card and driving licenses smart card to Pakistan
	To commence

	Turkey Project
	Darphane Ve Damga Matbaasi Genel Mudurulugu
	Supply of E-Passport Inlays to Turkey
	In progress

	Somalia Project
	Just Solutions Limited
	To supply and implement a complement E-Passport & E-ID System for Republic of Somalia
	To commence

	Indonesia Project
	PT. (Persero) Sucofindo
	To design, supply, implement and maintain the Civil Service Electronic Identification Card System in Indonesia
	To commence
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