GRAND-FLO SOLUTION BERHAD (607392-W) (GFS OR COMPANY)

(Formerly known as Indigenous Solution Sdn. Bhd.)

NOTES TO THE FINANCAL STATEMENT

1. Basis of Preparation

The interim financial report has been prepared in compliance with MASB 26 (interim financial reporting). The interim financial report should be read in conjunction with the audited financial statement of the Company for the financial year ended 31 December 2003.

2.
Qualification of Financial Statement

The audit report on the preceding annual financial statements was not subject to any qualification.

3.
Nature and Amount of Exceptional and Extraordinary Items

There were no unusual items in the financial statements under review.

4.
Valuation of Plant and Equipment


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

5. Taxation

The Company has been accorded Multimedia Super Corridor (MSC) Status and was granted Pioneer Status effective from 14 May 2004, which exempts 100% of the statutory business income from taxation for a period of 5 years.  The MSC status is renewable for another 5 years.  

6. Pre-acquisition Profit

The result of the Company for the 3rd Quarter did not include any pre-acquisition profits.  The actual date of completion of Grand-Flo Electronic System Sdn Bhd (GFES) is 1st October 2004.

For the purpose of the Proforma Group results for the period ended 30 September 2004, it is assumed that the acquisition of GFS's operating subsidiary namely, Grand-Flo Electronic System Sdn Bhd (GFES), was completed on 1 January 2004. As such, there is no pre-acquisition profits. 

7.
Profit on sale of Unquoted Investments and/or Properties

There were no disposal of unquoted investment and properties in the quarter ended 30 September 2004. 

8.

Purchase or Disposal of Quoted Securities

There were no purchases or disposals of quoted securities in the quarter ended 30 September 2004.

9.
Changes in the Composition of the Group


There were no changes in Composition of the Company/Group except for the following:-

Acquisition of GFES Group

Pursuant to the conditional Share Sale Agreement between GFS and the shareholders of GFES dated 1 October 2004, GFS acquired a 100.0% equity interest in GFES comprising 500,000 ordinary shares of RM1.00 each and for a purchase consideration of RM2,815,993 satisfied entirely by the issuance of 28,159,930 new GFS Shares.  

The Acquisition was completed on 1 October 2004.

Upon completion of the Acquisition, GFES became a wholly-owned subsidiary of GFS and the issued and paid-up share capital of GFS increased from RM2 comprising 20 GFS Shares to RM2,815,995 comprising 28,159,950 GFS Shares credited as fully paid-up.

10.

Corporate Proposals

There were no corporate proposals announced or completed as at the date of this announcement except for the following: -

The Company has issued a prospectus dated 15 October 2004 for the following:-

(i)
subscription of 6,840,050 new ordinary shares of RM0.10 each in the Company (Grand-Flo Share) at par by certain directors and substantial shareholders of the Company; and

(ii)
the issue of 15,000,000 new Grand-Flo Shares at an issue price of RM0.50 per share by way of private placement and public offer payable in full on application

in connection with the listing of the company’s shares on Bursa Malaysia Securities Berhad MESDAQ Market.  The new Grand-Flo Shares were fully subscribed on its closing date on 22nd October 2004 and the entire share capital of the company is expected to be listed on the MESDAQ Market on 3 November 2004.  
11.
Seasonal or Cyclical Factors

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

12.
Issuance and Repayment of Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial quarter to date.

13.
Company Borrowings and Debt Securities

As at 30th September 2004, the Company has no borrowing.

The borrowing of the Proforma Group as at 30 September 2004 amounted to RM2,119,473 represents hire-purchase for the Company’s motor vehicles, banker acceptance, bank overdrafts and term loan obligations, of which RM925,535 is short term and RM1,193,938 is long term and the portion of the loans due within one year being classified as short term.                                                                                                                                                                                                                                           

14.
Contingent Liabilities

There was no contingent liability as at 29 October 2004 (the latest practicable date not earlier than 7 days from date of issue of this financial results).

15.
Off Balance Sheet Financial Instruments

The Company does not have any financial instrument with off balance sheet risk as at 29 October 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this financial results).

16.
Review of Performance 

At 30th September 2004, the Company achieved a revenue and profit after taxation and minority interest of RM347,365 and RM11,398 respectively.

The Proforma Group for the quarter ended 30 September 2004 achieved a revenue and profit after taxation and minority interest of approximately RM10.53 million and RM1.24 million respectively for the same period ended 30th September 2004.  

17.
Current Year’s Prospect

The Group’s integrated Enterprise Data Collection and Collation System (EDCCS) solutions can be integrated with and complement world leading Enterprise Resources Planning (ERP) systems such as SAP, Baan, JD Edward, Oracle and Solomon used by various industries, which include amongst others, the manufacturing, fast moving consumer goods, warehousing, logistics, government and healthcare industries.  In addition,  the Group’s integrated EDCCS solutions can be sold on a stand- alone basis without integration with the ERP system. In this respect, the growth of the Group’s business is essentially dependent upon the growth of the Automated Identification (Auto-ID) Collection market and the ERP software industry.  Directors are optimistic that the Group is expected to achieve encouraging and creditable results for the financial year ending 31 December 2004.

18.
Material Litigation

The Company/Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Company as at 29 October 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this financial results).

19.
Segmental Information

The Company generates approximately 34% of its revenue from Malaysia and approximately 66% from overseas for its principal activities of integrated EDCCS solutions and its innovative IT solutions (both specialty software and dedicated hardware) to the Auto-ID Collection market and the ERP software industries.

As for the proforma group results, the Proforma Group generates approximately 95% and 5% of its revenue from Malaysia and overseas respectively.

20.
Profit Estimate/Forecast


Not applicable. 

21.

Dividend


The Company did not declare any dividend for the current quarter.

22.
Earnings Per Share 

a) Basic

The (loss)/earnings per share (basic) was calculated by dividing the (loss)/profit after taxation and minority interest for the quarter ended 30 September 2004 over the number of shares in issue.

As for the proforma earnings per share of the Group, it is calculated based on proforma profit after taxation and minority interest of the Group divided by the number of shares of RM0.10 each in issue after the issuance of new shares pursuant to the acquisition of GFES.  

b) Diluted


Not applicable.
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