GHL SYSTEMS BERHAD

(Company No: 293040-D)

Notes on Quarterly Report – 30 June 2004

A. 
EXPLANATORY NOTES AS PER MASB 26 

A1.      Basis of Preparation

The audited quarterly report has been prepared in compliance with the Malaysian Accounting Standards Board (“MASB”) Standard No. 26, Interim Financial Reporting and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market.

The accounting policies and methods of computation adopted by the Group in this quarterly report are consistent with those adopted in the financial statements for the year ended 31 December 2003.

A2.
Audit Report

The audit report for the annual financial statements of the Group for the financial year ended 31 December 2003 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors

The business of the Company is not affected by any significant seasonal or cyclical factors.

A4.
Unusual Items

During the current quarter under review, there were no items or events that arose and affected the assets, liabilities, equity, net income or cash flows, to the effect that is unusual nature, size or incidence.

A5.
Change in estimates

There were no changes in the estimates of amounts reported in the previous quarter that have a material effect on the results for the current quarter under review.

A6.
Changes in Debts and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current quarter under review except as disclosed below.

ESOS Options

On 31 March 2003, the Company offered 19,830,000 ESOS options at an exercise price of RM0.20 per share to eligible directors and eligible employees of the Group, of which 19,300,000 ESOS options offered were accepted. As at 30 June 2004, of the accepted ESOS options, 1,285,000 options had lapsed and 4,169,000 options still remained unexercised.  

On 31 May 2003, the Company offered 2,960,000 ESOS options at an exercise price of RM0.205 per share to eligible employees of the Group, of which all the eligible employees accepted the offer. As at 30 June 2004, 100,000 of these ESOS options had lapsed and 90,000 ESOS options remained unexercised.

On 22 December 2003, the Company offered 3,730,000 ESOS options at an exercise price of RM0.475 per share to eligible employees of the Group, of which all the eligible employees accepted the offer. As at 30 June 2004, 700,000 of these ESOS options had lapsed and 1,911,500 ESOS options remained unexercised.

On 5 July 2004, the Company offered 1,410,000 ESOS options at an exercise price of RM0.375 per share to eligible employees of the Group, of which all the eligible employees accepted the offer. As at  the date of this report, all the ESOS options remain unexercised. 

	Date of Allotment


	ESOS Options                                         exercised

31 Mar 2003
	
	ESOS Options    exercised

31 May 2003
	
	ESOS Options    exercised

22 Dec 2003

	11 Jun 2003
	   555,000
	
	-
	
	-

	10 July 2003
	2,224,000
	
	   90,000
	
	-

	  7 Aug 2003
	2,980,000
	
	 490,000
	
	-

	  9 Sep 2003
	1,035,000
	
	-
	
	-

	10 Sep 2003
	-
	
	 395,000
	
	-

	  8 Oct 2003
	   153,000
	
	-
	
	-

	  9 Oct 2003
	-
	
	 230,000
	
	-

	10 Nov 2003
	   130,000
	
	-
	
	-

	11 Nov 2003
	-
	
	   25,000
	
	-

	  8 Dec 2003
	     45,000
	
	-
	
	-

	  7 Jan 2004

  6 Feb 2004                                                              

  9 Feb 2004

10 Feb 2004

  3 Mar 2004

  4 Mar 2004

  5 Mar 2004
	      131,000

      120,000

           -

           -

      188,000

           -

           -
	
	           -    

           -    

       20,000

           - 

           -   

     115,000 

           -        
	          
	           -

           -

           -

       40,000

           -

           -

     329,000

	  6 Apr 2004
	3,950,000
	
	-
	
	-

	  7 Apr 2004
	-
	
	970,000
	
	-

	  8 Apr 2004
	-
	
	-
	
	311,000

	  7 May 2004
	2,335,000
	
	-
	
	-

	10 May 2004
	-
	
	435,000
	
	-

	11 May 2004
	-
	
	-
	
	438,500

	
	
	
	
	
	

	
	13,846,000
	
	2,770,000
	
	1,118,500


As a consequence of the Bonus Issue on the basis of one (1) new ordinary share of RM0.10 each for every four (4) existing ordinary shares of RM0.10 each, the number of  unexercised ESOS Options and the exercise prices  were adjusted in accordance with  Bye-Law 15 of GHL Systems Berhad – ESOS Bye Laws.

For ESOS Options offered on 31 March 2003, the exercise price was adjusted from RM0.20 to RM0.16 per share and the number of unexercised ESOS Options were adjusted from 4,169,000 to 5,211,250.   

For ESOS Options offered on 31 May 2003, the exercise price was adjusted from RM0.205 to RM0.164 per share and the number of unexercised ESOS Options were adjusted from 90,000 to 112,500.   

For ESOS Options offered on 22 December 2003, the exercise price was adjusted from RM0.475 to RM0.38 per share and the number of unexercised ESOS Options were adjusted from 1,911,500 to 2,389,375.   

Bonus Issue

On 15 June 2004, the Company issued and allotted 66,971,570 new ordinary shares of RM0.10 each pursuant to the Bonus Issue, which were listed and quoted on 28 June 2004.

Pursuant to the exercise of ESOS Options and the Bonus Issue, the paid-up share capital of the Company increased to RM33,485,785 comprising 334,857,850 ordinary shares of RM0.10 each, as at 30 June 2004. 

A7.
Dividend 

No dividend has been declared or paid during the current quarter under review. 

A8.
Segmental Reporting

The principal businesses of the Group are dealing in EDC equipment and the related services, and developing and selling of software programmes in Malaysia. The businesses are essentially within a single business segment, i.e. payment related industry. Therefore, segmental reporting is not necessary.
A9.
Valuation of Property, Plant and Equipment

The Company did not revalue any of its property, plant and equipment.

A10.
Material Events Subsequent to 30 June 2004

There were no material events between 30 June 2004 and the date of this report that have not been reflected in the financial statement for the quarter under review except for the following :-

a)
On 8 July 2004, the Company issued and allotted 223,250 ordinary shares of RM0.10 each pursuant to exercise of ESOS options.

b)
On 9 July 2004, the Company issued and allotted 50,000 ordinary shares of RM0.10 each pursuant to exercise of ESOS options. 

c) On 12 July 2004, the Company issued and allotted 23,000 ordinary shares of RM0.10 each pursuant to exercise of ESOS options.

d) On 9 August 2004, the Company issued and allotted 161,250 ordinary shares of RM0.10 each pursuant to exercise of ESOS options.

e) On 10 August 2004, the Company issued and allotted 30,000 ordinary shares of RM0.10 each pursuant to exercise of ESOS options.

Pursuant to the above-mentioned transactions, the issued and paid up share   capital of the Company was further increased to RM33,534,535 comprising 335,345,350 ordinary shares of RM0.10 each.

A11.   Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial quarter under review.

A12.
Contingent Liabilities and Capital Commitment

There were no contingent liability and capital commitment as at the date of this report other than the bank guarantee of RM900,000 granted by local financial institutions which was lodged with a telecommunication company for the purchase of mobile phone reload coupons.

PAGE  
2

