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Condensed Consolidated Income Statement

For the first quarter ended 31st March 2007

	
	Individual
	
	Cumulative

	
	3 months ended
	
	3 months ended

	
	31st March

2007
	31st March 2006
	
	31st March

2007
	31st March 2006

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

	
	
	
	
	
	

	
	
	
	
	
	

	Revenue
	 52,897
	41,731 
	
	 52,897
	41,731 

	
	
	
	
	
	

	Cost of sales
	(46,810)
	(30,022)
	
	(46,810)
	(30,022)

	
	
	
	
	
	

	Gross profit
	6,087
	11,709
	
	6,087
	11,709

	
	
	
	
	
	

	Other income
	1,533
	793
	
	1,533
	793

	Operating expenses
	    (5,740)
	(6,026) 
	
	   (5,740)
	(6,026) 

	Depreciation and amortisation
	    (746)
	 (734) 
	
	   (746)
	(734) 

	Interest expenses
	   (4,154)
	(4,059) 
	
	   (4,154)
	(4,059)

	Share of loss of associated companies
	       (228)
	-
	
	       (228)
	     -

	
	
	
	
	
	

	Profit / (loss) before taxation
	 (3,248)
	   1,683 
	
	   (3,248)
	   1,683 

	
	
	
	
	
	

	Tax expense                                    
	(4)
	          -
	
	(4)        
	        -

	
	
	
	
	
	

	Profit / (loss) after taxation
	(3,252)
	1,683
	
	(3,252)
	1,683

	
	
	
	
	
	

	Minority Interest
	(64)
	         -
	
	(64)
	         -

	Pre-acquisition Profit
	-
	         -
	
	-
	          -

	
	
	
	
	
	

	Net Profit / (Loss) for the period
	(3,316)
	1,683
	
	(3,316)
	1,683

	
	
	
	
	
	

	Earnings per ordinary share in sen   
	
	
	
	
	

	Basic
	     (0.28)
	0.18
	
	     (0.28)
	0.18

	Diluted
	     (0.24)
	0.18
	
	     (0.24)
	0.18

	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2006 and the accompanying explanatory notes attached to this interim financial statement.

Condensed Consolidated Balance Sheet

As at 31st March 2007

	
	
	
	
	

	
	
	31st March 2007

RM’000
	
	31st December 2006

RM’000

	
	
	
	
	

	Non current assets
	
	
	
	

	Property, plant and equipment
	   
	100,969
	
	102,930

	Prepaid land lease payments
	
	6,498
	
	6,576

	Investment in associated company
	
	5,225
	
	                          5,453

	Other investments
	   
	2,269
	
	2,269

	Goodwill on consolidation
	
	134,126
	
	134,126

	Intangible assets
	
	16,713
	
	17,059

	Research & development 
	
	10,297
	
	10,736

	
	
	276,097
	
	279,149

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	  
	79,411
	
	91,175

	Trade receivables
	
	64,876
	
	106,701

	Others receivables & deposits
	  
	38,425
	
	31,243

	Cash and cash equivalents
	
	48,645
	
	35,061

	
	
	231,357
	
	264,180

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade payables
	
	40,419
	
	54,789

	Other payables
	
	19,426
	
	19,558

	Hire purchase & lease payables
	
	5,888
	
	5,788

	Short term borrowings
	 
	29,440
	
	46,994

	Bonds
	
	15,000
	
	15,000

	
	
	
	
	

	
	
	110,173
	
	142,129

	
	
	
	
	

	Net current assets
	
	121,184
	
	122,051

	
	
	
	
	

	
	
	397,281
	
	401,200


Condensed Consolidated Balance Sheet

As at 31st March 2007

(continued)
	
	
	
	
	

	
	
	31st March 2007

RM’000
	
	31st December 2006

RM’000

	
	
	
	
	

	Financed by:
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	
	
	
	
	

	Share capital
	
	197,415
	
	196,887

	Share premium
	
	26,970
	
	26,653

	Other reserves
	
	                        11,981
	
	11,981

	      Retained earnings
	
	                       (8,906)
	
	(5,590)

	
	
	227,460
	
	229,931

	Minority Interest
	
	69
	
	-

	Non current liabilities
	
	
	
	

	Hire purchase & lease payables
	
	12,208
	
	13,725

	Bonds
	
	150,000
	
	150,000

	Deferred taxation
	
	7,544
	
	7,544

	
	
	397,281
	
	401,200

	
	
	
	
	

	Net assets per share in RM
	
	
	
	

	
	
	
	
	

	Basic
	
	0.19
	
	0.23

	
	
	
	
	

	Diluted
	
	0.17
	
	0.19

	
	
	
	
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2006 and the accompanying explanatory notes attached to this interim financial statement.

Condensed Consolidated Statement of Changes in Equity

For the first quarter ended 31st March 2007

	
	
	
	                  Non-Distributable
	                      Distributable
	
	

	
	Share

Capital

RM’000
	ICPS

RM’000
	Share

Premium

RM’000
	Translation       Reserve

RM’000
	Revaluation

Reserve

RM’000
	Accumulated

Loss

RM’000
	Minority

Interest

RM’000
	Total

Equity

RM’000

	
	
	
	
	
	
	
	
	

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

	Profit for the year
	-
	-
	-
	-
	-
	1,683
	-
	1,683

	Issue of shares
	5
	-
	4
	-
	-
	-
	-
	9

	Currency translation  
	-
	-
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	At 1st January 2007
	173,769
	23,118
	26,653
	(2,275)
	14,256
	(5,590)
	-
	229,931

	Profit for the year
	-
	-
	-
	-
	-
	(3,316)
	-
	(3,316)

	Issue of shares
	528
	-
	317
	-
	-
	-
	-
	845

	Conversion of ICPS into ordinary shares
	6,530
	(6,530)
	-
	-
	-
	-
	-
	-

	Currency translation 
	-
	-
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	
	
	

	At 31st March 2007
	180,827
	16,588
	26,970
	(2,275)
	14,256
	(8,906)
	-
	227,460

	
	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2006 and the accompanying explanatory notes attached to this interim financial statement.

Condensed Consolidated Cash Flow Statement 

For the first quarter ended 31st March 2007

	
	Cumulative

31st March 2007

RM’000
	Cumulative

31st March 2006

RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	                   
	

	Profit / (Loss) before taxation
	  (3,248)
	     1,683

	
	
	

	Adjustments for:
	
	

	Non-Cash Items
	          3,744
	       3,707

	Interest expenses
	 4,154
	4,059

	
	
	

	OPERATING PROFIT BEFORE WORKING
	          4,650
	       9,449

	CAPITAL CHANGES
	
	

	
	
	

	Changes in working capital
	              
	

	Net changes in current assets
	            46,407
	      10,994

	Net changes in current liabilities
	          (14,632)
	        (5,710)

	NET CASH GENERATED FROM OPERATIONS
	36,425    
	14,733

	
	
	

	Interest paid
	  (4,061)
	 (4,059)

	Tax paid
	(4)
	 -

	NET CASH GENERATED FROM OPERATING
	
	

	ACTIVITIES
	            32,360
	       10,674

	
	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	            
	

	Purchase of licenses
	-
	(1,175)

	Development expenditure
	(108)
	(575)

	Proceeds from disposal of fixed assets
	32
	-

	Purchase of fixed assets
	(573)
	(1,523)

	
	
	

	NET CASH USED IN INVESTING ACTIVITIES
	        (649)
	      (3,273)

	 
	
	

	
	
	

	Condensed Consolidated Cash Flow Statement 


	
	

	For the first quarter ended 31st March 2007
	
	

	(continued)
	
	

	
	Cumulative

31st March 2007

RM’000
	Cumulative

31st March 2006

RM’000     

	CASH FLOW FROM FINANCING ACTIVITIES 
	
	

	Proceeds from issuance of shares
	845          
	     9       

	Proceeds from issuance of ICPS
	
	-

	Hire purchase creditors
	(1,418)            
	(886)       

	Short term borrowings
	            (17,554)
	(23,400)

	NET CASH USED IN 
	
	

	FINANCING ACTIVITIES
	(18,127)
	(24,277)

	
	
	

	 
	
	

	Net changes in cash and cash equivalents
	  13,584                
	     (16,876)

	Effects of exchange rate changes
	-     
	  -    

	Cash and cash equivalents at beginning of the year
	          35,061
	       54,591

	CASH AND CASH EQUIVALENTS AT END OF THE
	
	

	PERIOD
	  48,645
	37,715

	
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2006 and the accompanying explanatory notes attached to this interim financial statement.

Notes to the Interim Financial Report

For the first quarter ended 31st March 2007
1. Basis of preparation

This interim financial report is based on the unaudited financial statements for the quarter ended 31st March 2007 and has been prepared in compliance with FRS 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board ("MASB") and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) (“Listing Requirements”).

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 2006 except for the change in accounting policy arising from the adoption of the following new or revised Financial Reporting Standards (“FRSs”):-

FRS117
Leases

FRS124
Related Party Disclosure

The adoption of FRS124 does not have significant financial impact on the Group. The principal effect of the change in accounting policy resulting from the adoption of the revised FRS 117 is explained below.

FRS117 - Leases

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses.  The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings.  Leasehold land held for own use is now classified as operating lease and the up-front payments made represents prepaid land lease payments and are amortised on a straight-line basis over the lease term. 

The Group has applied the above change in accounting policy in accordance with the transitional provisions of FRS 117 whereby the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments.  The following comparatives were restated following the adoption of FRS 117:-

	As at 31st December 2006


	Previously

Stated

RM’000
	FRS117

RM’000
	Restated

RM’000

	Property, plant & equipment
	109,506
	(6,576)
	102,930

	Prepaid land lease payments
	-
	6,576
	6,576

	
	
	
	


This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2006.

2. Audit report of preceding annual financial statement 

The preceding year 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 31st March 2007 were as follows:

	Source
	Revenue
	Loss

before tax

	
	RM’000
	RM’000

	Software solutions and electronic hardware
	2,639
	(3,899)

	Manufacturing of substrates, contact and

  contactless smart cards 
	50,220
	5,459

	High technology farming
	38
	(194)

	Environmental solutions
	-
	157

	
	52,897
	1,523

	
	
	

	Finance costs
	
	(4,154)

	Depreciation
	
	(389)

	Share of loss of associated companies
	
	(228)

	Loss before tax
	
	(3,248)


5. Capital Commitments

Authorised and contracted for:-

	
	RM’000

	Purchase of fixed assets
	1,810

	Purchase of shares in unquoted foreign company
	3,450

	
	5,260


6. 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 2007, the Company issued 3,520,800 ordinary share of RM0.15 each for cash pursuant to the Company’s ESOS at exercise price of RM0.24 per ordinary share.

(b) Conversion of Non-Cumulative Irredeemable Convertible Preference Shares (“ICPS”)

During the financial period ended 31st March 2007, total of 43,534,766 units of ICPS have been converted into ordinary shares of RM0.15 each.

7. Changes in the composition of the Group

(a)
Issuance of additional shares in Versatile P4 Power Resources Sdn Bhd (“VP4”) to IRIS Technologies (M) Sdn Bhd (“ITSB”) and Solar Hub Sdn Bhd (“SHSB”)
On 8 February 2007, VP4 issued 5,098 and 4,900 ordinary shares of RM1.00 each to ITSB and SHSB, for a cash consideration of RM5,098 and RM4,900 respectively. Upon issuance, the issued and paid-up share capital of VP4 is increased from RM2 to RM10,000.

The current shareholding composition of VP4 is ITSB 51% and SHSB 49%.

(b)  Acquisition of a shelf company

On 9 April 2007, ICB acquired a shelf company, Iris Corporation North America, Ltd. ("ICNA") for a total cash consideration of USD1.00, which is equivalent to RM3.45 (based on an exchange rate of USD1:RM3.45 as at 9 April 2007). 

ICNA was acquired free from any liens and encumbrances and ICB will not be assuming any liabilities arising from the said acquisition. 
8. Material changes in estimates

The Group has reported a deviation of 10.27% variance in profit for its audited financial statement for year end 31st December 2006. This deviation was explained in our announcement on 8th May 2007. There is no 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 current quarter, except for the following:-   

a) ICNA Acquisition explained under note 7(b);

b) On 24th April 2007, ICB received a Writ of Summons and a Statement of Claim by Sigma Range Sdn Bhd for a sum of RM17,466,840. The details are explained under note 23(b) – Material Litigation; and

c) The Company issued 1,130,400 and 2,269,600 ordinary shares of RM0.15 each pursuant to the conversion of ICPS and the exercise of ESOS options respectively.
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 first 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

On 24th April 2007, ICB received a Writ of Summons and a Statement of Claim by Sigma Range Sdn Bhd for a sum of RM17,466,840. The details are explained under note 23(b) – Material Litigation.

Other than above, there were no changes in contingent liabilities and contingent assets since the last balance sheet date.

13.  Taxation

	
	31st March 2007
	31st March 2006

	
	RM’000
	RM’000

	Current year tax
	4
	-

	      
	4
	-


The Group’s effective tax rate is lower than the statutory tax rate of 28% mainly due to the availability of capital allowances, investment tax allowances and reinvestment allowances.

14. Related Party Transactions

	
	31st March

2007

RM’000

	1. MCS Mircosystems Sdn Bhd
	

	    - Purchases
	2,023

	    - Rental received
	23

	2. Veratile Paper Boxes Sdn Bhd
	

	    - Purchases
	13

	3. TL Technology Research (HK) Ltd
	

	    - Purchases
	421


Additional information required by the Listing Requirements 

15.1 Review of Performance

The Group’s revenue for the current financial quarter ended 31st March 2007 increased to RM52.90 million from RM41.73 million when compared with the corresponding financial quarter ended 31st March 2006.  This represents an increase of 26.8% in revenue. The increase was attributable to the supply of Turkey e-passport inlays.

Whilst the current quarter recorded higher revenue, the group incurred a loss of RM3.25 million. This compares with a profit of RM1.68 million in the corresponding financial quarter. This decrease was mainly attributable to lower margins for overseas projects. 

15.2 Comparison with Preceding Quarter

The Group’s revenue and result before taxation for the current financial quarter ended 31st March 2007 decreased to RM52.90 million and a loss of RM3.25 million from RM97.90 million and a profit of RM4.50 million respectively when compared to the preceding financial quarter ended 31st December 2006. The higher revenue and profit before taxation in the preceding quarter were mainly due to the completion of 1 million MyKad contract and Direct Data Capture System for Voters’ Registration for Nigeria.

16.  Prospects

With continued orders for Malaysia e-passport substrates, the supply of e-passport inlays for Thailand and new orders from Cambodia, Bahamas and Nigeria, the performance of the Group is expected to be satisfactory for the financial year ending 31st December 2007. 

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:

	
	31st March 2007

RM’000

	Investment in XID Technologies Pte Ltd
	1,863

	Golf Club Membership
	406

	
	       2,269


XID Technologies Pte Ltd is an unquoted Singapore company.

20.   Status of Corporate Proposals

There were no corporate proposals announced but not completed as at 16th May 2007, being the latest practicable date which is not earlier than seven (7) days from the date of issue of this quarterly report completed.

21.  Group Borrowings and Debt Securities

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


	
	Short Term
	Long Term
	Total

	
	RM’000
	RM’000
	RM’000

	Secured
	44,440 
	150,000
	194,440

	Unsecured
	-
	              -
	-

	Total
	44,440
	150,000
	194,440


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) Pembinaan Puncak Jaya Sdn Bhd

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.

(b) Sigma Range Sdn Bhd

ICB had on 24 April 2007 received a Writ of Summons and a Statement of Claim dated 13 April 2007. The Penang High Court Writ of Summons No. MT3-22-191-2007 by Sigma Range Sdn Bhd ("SRSB") against ICB is a claim for a sum of RM17,466,840 being the damages for loss of profits on sale together with general damages, interests, costs and further and/or other relief that the court may deem fit for the repudiatory breach of the oral agreement for the sale and purchase of the 5,000 units of ICB's Smart Term product lines comprising 4,600 units of Mobile SmartTerm ST4e and 400 units of Desktop SmartTerm TC6000. 

ICB will be disputing the SRSB’s claim. ICB's solicitors have advised that it has a strong defence and is likely to succeed in avoiding liability for the claim on loss of profit on sale filed by the SRSB.

24.  Dividend 

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

25. Earnings Per Share




   

	
	Individual quarter ended

	
	31st March 2007
	31st March 2006

	(a) Basic earnings per share
	
	

	Net profit / (loss) for the period (RM’000)
	    (3,316)
	1,683

	Weighted average number of ordinary share (‘000)
	1,196,880
	914,037

	Basic earnings per share (Sen)
	(0.28)
	0.18

	
	
	

	(b) Diluted earnings per share
	
	

	Net profit/(loss) for the period (RM’000)
	    (3,316)
	1,683

	Adjustment for after tax effects of interest on ICPS (RM’000)
	86
	-

	Adjusted net profit for the period (RM’000)
	(3,230)
	1,683


	Weighted average number of ordinary shares (‘000)
	1,196,881
	914,037

	Adjustment for assumed conversion of ICPS (‘000)
	77,076
	-

	Adjustment for assumed exercise of Warrants (‘000)
	  32,491
	  -

	Adjustment for assumed exercise of ESOS (‘000)
	  27,241
	  -

	
	
	

	Weighted average number of ordinary shares for the purpose of diluted earnings per share (‘000)
	1,333,689
	914,037

	Diluted earnings per share (Sen)
	(0.24)
	0.18

	
	
	


26. Projects On Hand

	Project
	Client
	Description
	Status

	MyKad 
	GMPC Corporation Sdn Bhd / Jabatan Pendaftaran Negara (“JPN”)
	Supply of national ID Card to JPN
	Negotiating new contract for 500K units of MyKad Touch N’ Go

	Malaysia Electronic Passport (“MEP”) Substrates
	Percetakan Keselamatan Nasional (“PKN”) / Jabatan Imigresen Malaysia (“JIM”)
	Supply of e-passport substrates to PKN
	Delivered 450K units of e-passport substrates during 1st Quarter 2007

	JPN Maintenance Contract
	JPN
	Provide maintenance services
	Contract due for renewal in Jun 2007

	JIM Maintenance Contract
	JIM
	Provide maintenance services
	Contract renewed for another 2 years on 13 April 2007

	Rapid KL Project
	Pradonet Sdn Bhd / Syarikat Prasaran Negara Berhad (“SPNB”)
	To manufacture, supply, install and commission the bus ticketing system for Rapid KL buses
	Near completion

	Nigeria Project
	Iris Smart Technologies Limited (“ISTL”) / Nigerian Government
	Supply of e-passport inlays to the Federal Republic of Nigeria
	Letter of credit received for part delivery, supply to resume soon 

	Thai Passport Inlay
	On Loyal Technology Ltd
	Supply of e-passport inlays to Thailand
	Delivered 403K units of e-passport inlay during 1st Quarter 2007

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

	Project
	Client
	Description
	Status

	Turkey Project
	Darphane Ve Damga Matbaasi Genel Mudurulugu
	Supply of e-passport inlays to Turkey
	Delivered 1.76 million units of e-passport inlay during 1st Quarter 2007

	Somalia Project
	Just Solutions Limited
	To supply and implement a complement e-passport & e-ID System for the Republic of Somalia
	Supplied hardware & equipment for passport and ID issuance system. Further work is dependent on payment from customer

	Indonesia Project 
	PT. (Persero) Sucofindo
	To design, supply, implement and maintain the Civil Service Electronic Identification Card System in Indonesia 
	Initial ground work commenced. Further work is dependent on financing package from Indonesia 

	Bahamas Project
	Indusa LLC
	Supply of Passport, Visa & Work Permit Issuance System and Border Control Management System
	Commenced supply of hardware & equipment 

	Cambodia Project 
	Southeastasianet Technologies Sdn Bhd
	Supply of ICAO E-Passport stickers, E-Passport Systems & Autogates 
	Delivered 40K units of e-passport stickers during 1st Quarter 2007 

	Maldives Project
	Austria State Printing House
	Supply of ICAO E-Passport inlays & E-Passport Systems
	Contract signed in early May 2007.
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