GRAND-FLO SOLUTION BERHAD (“GFS” OR “COMPANY”)

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 31st 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 are no exceptional and extraordinary items for the current quarter.

4.
Valuation of Plant and Equipment

The Company did not revalue any of its plant and equipment during the current quarter.

5. Taxation

Income tax :



Current Quarter

Current year





       Ended 

to date ended







    31/12/2004

   31/12/2004

Malaysian Taxation


     25,500

         32,900


Foreign Tax



          -


            -







 __________
   
      __________







      25,500

          32,900


Under/Over provision


          -



 -


Deferred taxation


          -



 -







  __________

        _________







       25,500

            32,900







   =========

         =======


The Company has been accorded Multimedia Super Corridor (MSC) Status and was granted Pioneer Status effective from 14th May 2004, which exempts 100% of the statutory business income from taxation for a period of 5 years.  Current taxation is in relation to taxation payable by the Company prior to obtaining MSC status as well as current taxation for the subsidiary.  

6. Pre-acquisition Profits 
There are no pre-acquisition profits included in profit for the current quarter.  The pre-acquisition profit after taxation and minority interest of approximately RM1.232 million, for the period of 1st January 2004 to 30th September 2004, from the 100% subsidiary of the Company, Grand-Flo Electronic System Sdn. Bhd. (“GFES”), has also not been included in the results for the cumulative current year to date 31st December 2004.

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

There were no disposal of unquoted investment and properties in the quarter ended 31st December 2004. 

8.

Purchase or Disposal of Quoted Securities
There were no purchases or disposals of quoted securities in the quarter ended 31st December 2004.

9.
Changes in the Composition of the Group

There were no changes in Composition of the Company/Group in the current quarter except for the followings:-

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 RM2,815993 comprising 28,159,930 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: -

(i) The Company issued a prospectus dated 15 October 2004 for the 


      following:-

(a) 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
(b) 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 shareson Bursa Malaysia Securities Berhad MESDAQ Market.  The new Grand-Flo Shares were fully subscribed on its closing date of 22nd October 2004 and the entire share capital of the company was listed on the MESDAQ Market on 3rd November 2004.

The details of the utilisation of the IPO proceeds as at 31 December, 2004 are as follows:          


	 
	Description
	Proposed Utilisation
	Actual Utilisation
	Balance
	Expected time frame for utilisation

	 
	 
	RM'000
	RM'000
	RM'000
	

	 
	 
	 
	 
	 
	

	(i)
	R & D expenditure
	1,000
	389
	611
	End 2006

	(ii)
	Expansion of overseas operations
	2,000
	19
	1,981
	Mid 2005

	(iii)
	Working capital
	2,000
	NIL
	2,000
	End 2006

	(iv)
	Estimated listing expenses
	1,500
	848
	652
	End 2004

	(v)
	Renovation & Setting up of HQ
	                      1,000
	             475  
	         525
	Mid 2005

	 
	 
	            7,500
	1,731
	5,769
	


(ii) On 29 November 2004, the company announced that its has entered into a Memorandum of Understanding (“MOU”) with Thongkam Manasilapapan in relation to the proposed investment in Simat Mobile Computers Co, Ltd.(SMC), a company incorporated in Thailand by way of acquisition of 49% equity interest in SMC at an indicative purchase consideration of Baht36,000,000, to be satisfied wholly by cash.

(iii) On 17 December 2004, the company announced that Bursa Malaysia Securities Berhad has via its letter dated 16 December 2004, approved the proposal changes in utilization of proceeds raised from the company’s public issue of 15,000,000 new ordinary shares of RM0.10 each.  The proposed changes have taken into consideration the additional funds required for the expansion plan to Thailand.

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 other than as disclosed in Note 10 above.

13.
Company Borrowings and Debt Securities

The borrowing of the Group as at 31st December 2004 amounted to RM901,627.00 represents hire-purchase loans for the group’s motor vehicles, bank overdrafts and term loan obligations, of which RM120,340.00 is short term and RM781,287.00 is long term and the portion of the loans due within one year being classified as short term.      

14.
Contingent Liabilities/ Capital Commitments

There are no contingent liabilities as at 31st December 2004 and as at 18th January 2005.


       There was no capital commitments as at 31st December 2004.

15.
Off Balance Sheet Financial Instruments

The Company does not have any financial instrument with off balance sheet risk as at 18th January 2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this financial results).

16.
Review of Performance 

As at the current quarter ended 31st December 2004, the group achieved profit after taxation and minority interests of RM471,814. Whilst for the current year to date, the group achieved profit after taxation and minority of RM510,392.

The proforma group for the quarter ended 31st December 2004 achieved a revenue and profit after taxation and minority interests of approximately RM13.3 million and RM1.23 million respectively.

17.
Current Year’s Prospect

     The Directors’ are of the view that the performance of the company and the group are         

     satisfactory for the current quarter under review.  With the completion of the Initial  


     public offering (IPO) and the proposed investment in a Thai venture, the company’s
   

      prospect  is expected to improve barring any unforeseen circumstances for the year    

     2005.
18. 

Material Litigation

The Company 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 31st December 2004 and as at 18th January 2005.

19.
Segmental Information

The Company generates approximately 70% of its revenue from Malaysia and approximately 30% from overseas from its principal activities of provision of integrated EDCCS solutions and its innovative IT solutions (both specialty software and dedicated hardware) for the Auto-ID Collection market and the ERP software industries.

20. 
Profit Estimate/Forecast

             Not applicable. 

21. 

Dividend


The company did not declare/pay any dividend for the current quarter.

22.
Earnings Per Share 

a) Basic

The earnings per share (basic) was calculated by dividing the profit after taxation and minority interest over the weighted average number of shares in issue for the quarter ended 31st December 2004.

b) Diluted

For the purpose of calculating diluted earnings per share, the net profit  for the period and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. share options granted to employees.
	
	3 months ended
	12 months ended

	
	31.12.2004
	31.12.2004

	
	RM’000
	RM’000

	Net profit for the period
	472
	510

	
	
	

	Weighted average number of ordinary shares in issue
	11,246
	11,246

	Effect of dilution :
	
	

	             Share options*
	114
	216

	Adjusted weighted average number of ordinary shares in issue and issuable
	11,360
	11,462

	
	Sen
	Sen

	Diluted earnings per share
	4.15
	4.45

	
	
	


    *Being the future option granted by the company in conjunction with the Employee Share   

     Option Scheme (“ESOS”) implemented.




	Weighted average number of shares
	
	
	
	

	Date of issue
	
	
	
	
	
	

	               1/1/2004
	
	                         20 
	
	20*365/365
	
	                        20 

	1/10/2004
	
	           34,999,980 
	
	34999980*92/365
	
	            8,821,913 

	3/11/2004
	
	           15,000,000 
	
	15000000*59/365
	
	            2,424,658 

	
	
	           50,000,000 
	
	
	
	          11,246,591 


23.              Authorised for issued

       The interim financial statements were authorized for issue by the Board of   


       Directors in accordance with a resolution of the director on 18th January   

           2005.

