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IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Income Statement
For the third quarter ended3SGeptember 2009

Individual Cumulative
3 months ended 9 months ended
30" Sept 30" Sept 30" Sept 30" Sept
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Revenue 72,643 63,007 199,180 193,944
Cost of sales (50,026) (42,926) (133,272) (140,935)
Depreciation and amortization (3,969) (3,379) 88)7 (10,279)
Gross profit 18,648 16,702 56,172 42,730
Other income 1,274 1,093 1,357 1,621
Operating expenses (8,523) (6,287) (23,802) (19,732)
Other operating expenses - - (1,000) -
Depreciation and amortization (830) (801) B3 (2,375)
Interest expenses (2,743) (4,103) (9,851) 1,7@8)
Share of profit / (loss) of associated companies 56 201 (428) 363
Profit before taxation 7,882 6,805 20,053 10,849
Tax expense 918) (1,025) (7,496) (2,018)
Profit after taxation 4,906 5,780 12,557 8,831

Attributable to:
Equity holders of the Company 4,906 5,780 12,557 ,83B

Minority Interest - - - -

4,906 5,780 12,557 8,831
Earnings per ordinary share attributable to
equity holders of the Company:
Basic (Sen) 0.35 0.42 0.89 0.64
Diluted (Sen) 0.35 0.42 0.89 0.64

The Condensed Consolidated Income Statement steutéad in conjunction with the
audited financial statements of the Group for tearyended $iDecember 2008 and the
accompanying explanatory notes attached to thésimtfinancial statement.



IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Balance Sheet

As at 3¢" September 2009

30" Sept 2009

31° December 2008

RM’000 RM’000
ASSETS
NON-CURRENT ASSETS
Concession assets 22,566 23,225
Property, plant and equipment 34,014 39,466
Research & development 3,759 7,355
Intellectual properties 12,461 13,496
Goodwill on consolidation 134,006 133,982
Investment in associated company 4,795 6,223
Other investments 406 406
212,007 224,153
CURRENT ASSETS
Inventories 67,241 69,980
Trade receivables 77,293 101,601
Amount owing by contract customers 16,963 6,783
Other receivables, deposits & 21.989 38.336
prepayments
Amount owing by associates 19,663 2,428
Amount owing by related parties 309 249
Tax refundable - 210
Deposits with licensed banks 15,589 17,428
Cash and cash equivalents 17,982 37,906
237,029 274,921
Non-current assets held for sale 60,927 62,013
297,956 336,934
TOTAL ASSETS 509,963 561,087
EQUITY AND LIABILITIES
EQUITY
Share capital 216,416 216,416
Share premium 35,052 35,052
Foreign exchange translation reserve 15 19
Reserve relating to assets held for sale 13,724 13,724
Retained profits 25,631 13,075
TOTAL EQUITY 290,838 278,286




IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Balance Sheet
As at 3¢" September 2009

(continued)

30" Sept 2009

31° December 2008

RM’000 RM’000
NON-CURRENT LIABILITIES
Hire purchase & lease payables 948 2,309
Other payables 2,812 2,812
Bonds 60,000 88,875
Term loan 12,191 15,341
Deferred tax liabilities 7,587 7,587
83,538 116,924
CURRENT LIABILITIES
Trade payables 29,339 48,348
Amount owing to contract customers 13,055 8,515
Other payables and accruals 20,691 30,592
Amount owing to related parties 234 313
Amount owing to directors 378 378
Hire purchase & lease payables 2,544 5,458
Bonds 28,875 36,125
Short-term borrowings 34,936 34,894
Provision for taxation 5,535 1,254
135,587 165,877
TOTAL LIABILITIES 219,125 282,801
TOTAL EQUITY AND LIABILITIES 509,963 561,087
Net assets per share attributable to
equity holders of the Company (RM) 0.21 0.21

The Condensed Consolidated Balance Sheet shouleduk in conjunction with the
audited financial statements of the Group for tearyended $1December 2008 and the
accompanying explanatory notes attached to thesimtfinancial statement.



IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Statement of Changes in E¢yi
For the third quarter ended"3September 2009

Non-Distributable

Distributable

«— S
Reserve
Relating to
Share Share Translation  Asset Held Revaluation Accumulated Minority Total
Capital ICPS Premium Reserve for sale Reserve  (Loss)/Profit  Interest Equity
RM’'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM’'000 RM’'000  RM’000
At 1% January 2008 205,296 11,120 35,052 - - 13,516 12,23 - 267,215
Conversion of ICPS into ordinary 5 382 (5.382) i i i i i ) i
shares ' '
Overprovision of deferred taxation - - - - - 375 - - 375
Realisation on usage of property - - - - - (167) 716 - -
Amount_ recognized directly in equity i ) i i 13.724 (13,724) ) i
relating to assets held for sales ' '
Incorporation of a subsidiary - - - - - - 45 45
Profit after taxation - - - - - 10,677 (45) 10,632
Currency translation difference - - - 19 - - - 19
At 31% December 2008 210,678 5,738 35,052 19 13,724 - 13,075 - 278,286
At 1% January 2009 210,678 5,738 35,052 19 13,724 - 7%53,0 - 278,286
Conversion of ICPS into ordinary 1536 (1,536) i i i i i ) i
shares ' '
Profit after taxation - - - - - - 12,557 - 12,557
Currency translation difference - - - (5) - - - - 5) (
At 30" September 2009 212,214 4,202 35,052 14 13,724 - 25,632 - 290,838

The Condensed Consolidated Statement of Chandgegquity should be read in conjunction with the aedifinancial statements of
the Group for the year ended®3ecember 2008 and the accompanying explanatogsraitached to this interim financial statement.



IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Cash Flow Statement

For the third quarter ended3SGeptember 2009

Cumulative Cumulative
30" Sept 30" Sept
2009 2008
RM’000 RM’000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 20,053 10,849
Adjustments for:
Non-Cash Items 15,804 13,969
Interest expenses 9,851 11,758
OPERATING PROFIT BEFORE WORKING 45,708 36,576
CAPITAL CHANGES
Changes in working capital
Net changes in current assets 13,859 (12,558)
Net changes in current liabilities (23,013) 10,392
NET CASH (USED IN) /GENERATED FROM
OPERATIONS 36,554 34,410
Interest paid (9,250) (11,668)
Tax paid (3,005) (37)
NET CASH (USED IN) /GENERATED FROM
OPERATING ACTIVITIES 24,299 22,705
CASH FLOW FROM INVESTING ACTIVITIES
Development expenditure - (2,207)
Proceeds from disposal of fixed assets - 603
Proceeds from withdrawal of fixed deposit pledged - -
Purchase of fixed assets (1,761) (1,724)
Purchase of concession assets (555) (1,828)
Grants 2 -
Investment in associated company - -
NET CASH USED IN INVESTING ACTIVITIES (2,314) (4,056)




IRIS CORPORATION BERHAD (302232-X)

Condensed Consolidated Cash Flow Statement

For the third quarter ended3SGeptember 2009
(continued)

Cumulative Cumulative
30" Sept 30" Sept
2009 2008
RM’000 RM’000
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issuance of shares - -
Repayment of hire purchase and lease payables 604,51 (4,494)
Repayment of bond (36,125) (25,000)
Short term borrowings 41 10,197
Long term borrowings (3,150) 16,011
NET CASH (USED IN) / GENERATED FROM
FINANCING ACTIVITIES (43,750) (3,286)
Net changes in cash and cash equivalents (21,764) 5,363
Effects of exchange rate changes 1 -
Cash and cash equivalents at beginning of the year 55,334 27,948
CASH AND CASH EQUIVALENTS AT END OF THE
PERIOD 33,571 43,311

The Condensed Consolidated Cash Flow Statementdsbeuread in conjunction with
the audited financial statements of the Group tierytear ended 81December 2008 and
the accompanying explanatory notes attached torttésm financial statement.



IRIS CORPORATION BERHAD (302232-X)

Notes to the Interim Financial Report
For the third quarter ended3Geptember 2009

1. Basis of preparation

This interim financial report is based on the unsatifinancial statements for the
quarter ended 3bSeptember 2009 and has been prepared in comphiitite-RS
134: Interim Financial Reporting issued by the Malan Accounting Standards
Board ("MASB") and paragraph 9.22 of the Listingggeements of Bursa Malaysia
Securities Berhad (“Bursa Securities”) for the AR&rket (“AMLR”).

The accounting policies and methods of computatidopted by the Group in this
report are consistent with those adopted in thenftral statements for the year ended
31° December 2008.

2. Audit report of preceding annual financial staement

The preceding year audited financial statementsewapt subject to any
gualifications.

3. Seasonal or cyclical factors

The business of the Group was not affected by amjifeant seasonal or cyclical
factors in the third quarter.

4. Segment information

The Group’s segment information for the interineficial report to 30 September
2009 were as follows:-

Digital Identity Inter-
& Business segment

Solutions Others Elimination Group

RM’000 RM’000 RM’000 RM’000
Revenue 197,196 1,984 - 199,180
Segment results 59,742  (3,570) - 56,172
Unallocated corporate expenses (27,198)
Other operating expenses -
Operating profit 28,974
Other income 1,357
Finance cost (9,850)
20,481
Share of profit / (loss) of associated companies (428)
Profit before taxation 20,053
Income tax expenses (7,496)
Profit after taxation 12,557



IRIS CORPORATION BERHAD (302232-X)

5. Non Current Assets Held for Sale

IRIS Technologies (M) Sdn Bhd (“IRIS Tech”), a wiysbwned subsidiary of ICB,
had on 1T July 2007 accepted a Conditional Letter of Offesuied by Mapletree
dated 8' July 2007 for the proposed disposal and leasebfitko plots of leasehold
land and a four (4) and a half storey office andchafiacturing building bearing the
postal address Lot 8 & 9, IRIS Smart Technology @lex Technology Park
Malaysia, Bukit Jalil, 57000 Kuala Lumpur with arstiemated land area of
approximately 188,179 sq ft to Mapletree for a iderstion of RM91.5 million.

Both IRIS Tech and Mapletree Industrial Fund Ltdénenutually agreed to extend
the negotiation period on the terms of the defiritbale and Purchase Agreement to
18" November 2009.

The property at the balance sheet date was revatu8d™ December 2004 by an
independent firm of professional valuers usingdpen market basis.

The property at the balance sheet date has beealyaueas security for bank
borrowings.

6. Capital Commitments

Authorised and contracted for:-

RM’000
Modification & upgrading of incinerator plant 5,557
Purchase of property, plant & equipment 414
5,971

7. Debt and equity securities

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

(@) Conversion of Non-Cumulative Irredeemable Conwudible Preference Shares
(“ICPS”)

For the financial period from*1January 2009 to 30September 2009, a total of
10,240,600 units of ICPS have been converted irdmary shares of RM0.15 each.

8. Changes in the composition of the Group

There were no changes in the composition of theifor the third quarter.



IRIS CORPORATION BERHAD (302232-X)

9.

Material changes in estimates

There were no changes in estimates of amountstegbar prior financial years,
which have a material effect in the current finahpieriod.

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

There were no material events subsequent to theoktite current quarter, except
for the following:-

(a) Conversion of ICPS

11.

12.

13.

As at 18 November 2009, the Company had issued 309,00(amgdishares of
RMO0.15 each pursuant to the conversion of ICPS.

Iltems of an unusual nature

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

Valuations of property, plant and equipment

There were no valuations made on property, platteguipment for this quarter.
Changes in contingent liabilities and continge assets

On 12" July 2006, ICB entered into a Sales and Purchageeient with Enve
Hitech Farming Solutions Sdn Bhd (“ENVE”) to purskaCapillary Agrotech

(Malaysia) Sdn Bhd (*CA”) to which ENVE would guarttae ICB a profit before
taxation of RM6 million before 3bJune 2008.

In the event of CA’s inability to achieve the cuietite profit of RM6 million at the
stipulated date, ENVE would be liable to compen$@& for an amount of 70% of
the shortfall in cumulative profit before tax.

On 4" March 2008, ICB had agreed to an extension ofteegh (18) months by
ENVE to fulfill the profit guarantee.

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



IRIS CORPORATION BERHAD (302232-X)

14. Taxation
30" Sept 30" Sept
2009 2008
RM’'000 RM’000
Deferred tax liabilities — current year - 986
Current year tax 7,496 1,031

7,496 2,017

The Group’s effective tax rate is lower than thagbry tax rate of 25% mainly due
to the availability of capital allowances, investrihéax allowances and reinvestment
allowances.

15. Related Party Transactions

30" Sept
2009
RM’000
1. MCS Microsystems Sdn Bhd
- Purchases 778
- Professional Services -
- Rental received 59
2. Versatile Paper Boxes Sdn Bhd
- Purchases 1

10



IRIS CORPORATION BERHAD (302232-X)

Additional information required by the AMLR

16.1 Review of Performance

For the current financial quarter ended”3eptember 2009, the Group recorded a
revenue of RM72.6 million and profit before taxati@f RM7.9 million from
RM63.0 million and RM6.8 million, which is 15.3% @&i15.8% higher respectively
when compared to the previous comparable finamgiatter ended 30September
2008.

The main contributions to the Group’s performanmetifie current financial quarter
were its ongoing projects, namely MyKad Project,ldfaia e-Passport Project,
Senegal e-Passport Project and Nigeria e-PassqpecP

16.2 Comparison with Preceding Quarter

For the current financial quarter ended”3eptember 2009, the Group recorded a
revenue of RM72.6 million and profit before taxati@f RM7.9 million from
RM66.4 million and RM7.2 million, which is 9.4% arid).0% higher respectively
when compared to the preceding financial quartetedn3@ June 2009. The
increase was contributed by better performancetheftrusted identity business
segment from both local and overseas projects.

17. Prospects

18.

19.

20.

For the financial year ending 2009, the Group’seeted revenue will be contributed
by the core business of digital identity solutiobscal revenue will be sustained by
the sale of passport inlays, MyKad as well as ptogales. Overseas sales will be
contributed by sales of passports to Nigeria anme§al.

Based on the previous nine months result, the Geappcts the performance for the
financial year ending 2009 to be satisfactory.

Variance on actual results from forecast profiand shortfall in profit guarantee

The Group has not provided any profit forecast mfip guarantee in a public
document.

Unquoted Securities

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

Quoted Securities

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

11



IRIS CORPORATION BERHAD (302232-X)

21.

22.

Other Investments

Other investments represent deposits paid in régec

30" Sept
2009
RM'000
Investment in XID Technologies Pte Ltd 2,378
Golf Club Membership 406
(Less) Provision for diminution in value (2,378)
406

XID Technologies Pte Ltd is an unquoted Singaporegany.
Status of Corporate Proposals
Save as disclosed below, there were no corporaipopals announced but not

completed as at ¥8November 2009, being the latest practicable datietwis not
earlier than seven (7) days from the date of isdubis quarterly report:-

(a) Proposed Private Placement of up to 155,431,281 newrdinary shares of

RMO0.15 each in ICB (“Proposed Private Placement”)

On 16" May 2008, the Board had announced that the apjoiitéo the Securities
Commission and Foreign Investment Committee onPtlegosed Private Placement
of up to 155,431,281 new ordinary shares of RM@a&bh representing up to ten
percent (10%) of the issued and paid-up sharealagithe company to investors to
be identified has been approved.

On 8" May 2009, Securities Commission had vide its tedfgproved the extension
of time up to 18 November 2009 for ICB to implement the ProposeiVafe
Placement.

In addition to the above, no further extension iofet had been granted by SC in
relation to the implementation of the Proposed &ewPlacement.

(b) Proposed disposal and leaseback of two plot$ leasehold land located within

Technology Park Malaysia, Kuala Lumpur and a four @) and a half storey
office  and manufacturing building to Mapletree Industrial Fund Ltd
(“Mapletree”) (“Proposed Disposal and Leaseback”)

IRIS Technologies (M) Sdn Bhd (“IRIS Tech”), a wlysbwned subsidiary of ICB,
had on 1 July 2007 accepted a Conditional Letter of Offesuied by Mapletree
dated &' July 2007 for the proposed disposal and leasebftko plots of leasehold
land and a four (4) and a half storey office andhuafiacturing building bearing the
postal address Lot 8 & 9, IRIS Smart Technology @lax, Technology Park

12



IRIS CORPORATION BERHAD (302232-X)

23.

24,

25.

Malaysia, Bukit Jalil, 57000 Kuala Lumpur with arstimated land area of
approximately 188,179 sq ft to Mapletree for a aderstion of RM91.5 million.

Both IRIS Tech and Mapletree Industrial Fund Ltavdnanutually agreed to extend
the negotiation period on the terms of the defipitbale and Purchase Agreement to
18" November 2009.

Group Borrowings and Debt Securities

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

Short Term  Long Term Total
RM’000 RM’000 RM’000
Secured 63,811 72,191 136,002
Unsecured - - -
Total 63,811 72,191 136,002

Off Balance Sheet Financial Instruments

There were no financial instruments with off bakstieet risk as at $8ovember
2009 being the latest practicable date which isaaolier than seven (7) days from
date of issue of this quarterly report.

Material Litigation

Save for the outstanding material litigations ascldised below, there are no other
material litigations involving the Group as af™i8ovember 2009:

(@) On 29" November 2006, ICB had filed a lawsuit againstadapir Lines
(“JAL”) in the U.S. District Court, Eastern Disttiof New York. The claim is
in relation to the ICB US Patent No. 6,111,506, alihclaims among others, a
method of manufacturing an electronic passporte(“ii€B US patented
process”). ICB’s claim is based on allegation tld&L uses electronic
passports that have been manufactured overseastigsethat practice the
steps of the ICB US patented process, when chechkipgssengers at JAL's
US passenger check-in facilities.

JAL has filed a motion to dismiss the claim. ICB@icitors, Messrs Moses &
Singer LLP, have opposed the motion to dismiss. rfefs on the motion had
been filed in June 2007. The District Court had 301" September 2009
granted JAL’s motion to dismiss the claim and tleeision stated that the
Enhanced Border Protection Act requires JAL to eranthe passports of
passengers at domestic airports and therefore dhienal security interests
protected by the Act outweigh ICB’s commercial ret in its patent.

13



IRIS CORPORATION BERHAD (302232-X)

(b)

ICB had on 13 October 2009 filed the notice of appeal to thetethiStates
Court of Appeals for the Federal Circuit in Washormgand the matter is now
pending a scheduling order for proceedings in F@d&rcuit.

IRIS Technologies (M) Sdn Bhd (“ITSB”), a wholly owd subsidiary of ICB,
and its joint venture Turkish partner Kunt ElekitorSan.Ve Tic. A.S
(“KUNT”) (“JV Company”) had on 17 September 2009 received a Letter of
Termination dated % September 2009 (“Letter of Termination”), from
Emniyet Genel Mudurlugu (*EGM”), known as Generalrdatorate of
Security in relation to the provision of Electroriassport Issuing Systems in
Turkey (“The Agreement”).

Pursuant to the Letter of Termination, EGM requédier refund of New

Turkish Lira (*YTL”) 6.195 million (equivalent to gproximately Rm14.6

million at an exchange rate of YTL 1. RM2.36 ad&tSeptember 2009) which
is equivalent to the first phase payment receiwethb Joint Venture Company
Between ITSB and KUNT (“JV Company”). Subsequendi, the hardware

and equipment delivered shall be returned to th€dmpany.

On 18" September 2009, Messrs Sen & Arpaci had on betfathe JV
Company, made an application to the Ankara Civili€of Turkey (“Court”),
for an injunction to restrain EGM from claiming dhe performance bond
submitted by the JV Company in year 2007.

On 24" September 2009, an interlocutory injunction watioted by the JV
Company from the Court. Subsequently, on behathefJV Company, Messrs
Sen & Arpaci had on"50October 2009 filed a lawsuit against EGM in Ankara
Court of First Instance (“Ankara Court”) for the famness of the contract
termination and the matter is now pending for legriceedings in Ankara
Court.

26. Dividend

The Company did not pay any dividend in the curfera@ncial quarter.

14



IRIS CORPORATION BERHAD (302232-X)
27. Earnings Per Share

Individual quarter

ended
30" sept 30" Sept
2009 2008

(a) Basic earnings per share
Profit attributable to equity holders of the Compdar the

period (RM'000) 4,906 5,780
Weighted average number of ordinary shares (‘000) 404,772 1,369,237
Basic earnings per share (Sen) 0.35 0.42
(b) Diluted earnings per share
Profit attributable to equity holders of the Compdar the

period (RM'000) 4,906 5,780
Adjustment for after tax effects of interest on EEfRM’000) - -
Adjusted net profit for the period (RM’000) 4,906 5,780
Weighted average number of ordinary shares (‘000) 404,772 1,369,237
Adjustment for assumed conversion of ICPS (‘000) - 3,119
Adjustment for assumed exercise of Warrants (‘000) - 1,984
Adjustment for assumed exercise of ESOS (‘000) - -
Weighted average number of ordinary shares fomptirpose

of diluted earnings per share (‘000) 1,404,772 1,374,340
Diluted earnings per share (Sen) 0.35 0.42
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