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PART A – EXPLANATORY NOTES PURSUANT TO FRS 134

A1.
BASIS OF PREPARATION

The interim financial report is unaudited and is prepared in accordance with the requirements of the Financial Reporting Standard (FRS) 134: Interim Financial Reporting (previously known as MASB 26) issued by Malaysian Accounting Standards Board (“MASB”) and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities") for the MESDAQ Market.

The interim financial statements should be read in conjunction with the Company’s audited financial statements for the financial year ended 31 December 2004. 

The accounting policies and methods of presentation adopted by the Company and its subsidiaries (“Group”) in the interim financial statements are consistent with those adopted for the financial year ended 31 December 2004.

A2. 
AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

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

A3.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE

There were no unusual items during this quarter.

A4.
SEASONAL OR CYCLICAL FACTORS

The business of the Group was not affected by any significant seasonal or cyclical factors.

A5.
CHANGES IN ESTIMATES

There were no changes in estimates of amounts reported during this quarter.
A6.
DEBT AND EQUITY SECURITIES

There were no issuance or repayment of debt and equity securities, share buy-back, share cancellations, shares held as treasury shares and resale of treasury shares during this quarter.

A7.
DIVIDEND PAID

There was no dividend paid during this quarter.

A8.
SEGMENTAL INFORMATION

Segmental results of the Group for the current quarter and the cumulative ended 30 June are as follows:

	
	Current Quarter Ended 30/06/2005
	Cumulative Quarter Ended 30/06/05

	Analysis by Geographical Location
	Malaysia
	Other Countries
	Eliminations
	Group
	Malaysia
	Other Countries
	Eliminations
	Group

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

	External Revenue
	4,293
	4,116
	(205)
	8,204
	7,985
	6,336
	(455)
	13,866

	Intersegment
	-
	-
	-
	-    
	-
	-
	-
	 -            

	Total Revenue
	4,293
	4,116
	(205)
	8,204
	7,985
	6,336
	(455)
	13,866

	
	
	
	
	
	
	
	
	

	Results from operation
	547
	990
	-
	1,537
	899
	1,935
	-
	2,834

	Finance Cost
	(12)
	(26)
	-
	(38)
	(25)
	(45)
	-
	(70)

	Profit before taxation
	535
	964
	-
	1,499
	874
	1,890
	-
	2,764

	Taxation
	(63)
	(287)
	-
	(350)
	(104)
	(580)
	-
	(684)

	Profit after taxation
	472
	677
	-
	1,149
	770
	1,310
	-
	2080

	Minority Interest
	-
	(345)
	-
	   (345)
	-
	(669)
	-
	   (669)

	Profit after tax and Minority Interest
	472
	332
	-
	804
	770
	641
	-
	1,411


A9.
CARRYING AMOUNT OF REVALUED ASSETS


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

A10.
SUBSEQUENT EVENTS

There was no material event between 30 June 2005 and 4 August 2005, being the date of this report, other than as follows :-

As announced to Bursa Securities on 8 July 2005, the Company subscribed for 245,000 new ordinary shares of BAHT10.00 each in Simat Mobile Computer Co., Ltd (“SMC”), a subsidiary company* of Grand-Flo in Thailand, representing 49% of the right issue undertaken by SMC at par for a total subscription price of BAHT2,450,000.00(RM225,400.00)
* The Company regards SMC as a subsidiary as the Company is in the position to control the composition of the Board of Directors of SMC

A11.
CHANGES IN COMPOSITION OF THE GROUP


There is no change in the composition of the Group for the current quarter under review.

A12.
CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no contingent liabilities nor contingent assets as at 4 August 2005, being the date of this report.

A13.
CAPITAL COMMITMENTS


There are no material commitments which require disclosure during the quarter.
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 7A OF THE LISTING REQUIRMENTS OF BURSA SECURITIES FOR THE MESDAQ MARKET

B1.
PERFORMANCE REVIEW

The Group recorded consolidated revenue of RM8.204 million for the current quarter under review, an increase of approximately RM2.504 million or 44% over the previous quarter ended 31 March 2005.  The growth in the revenue was mainly due to higher revenue recorded by a subsidiary, SMC in Thailand which the Company had acquired on 1 February 2005. SMC registered an increase of approximately RM1.8 million in revenue in the current quarter compared to the previous quarter.

The Group achieved profit after taxation and minority of RM0.804 million for the current quarter as compared to the previous quarter of RM0.607 million.  This represents an improvement of approximately RM0.197 million or 32.5% over the previous quarter.  The higher profit after taxation and minority is mainly due to the contribution by the foreign subsidiary company during current quarter.

B2.
COMMENTARY ON PROSPECTS

With continuous growth for the current quarter, the Board of Directors of Grand-Flo is remarkably satisfied with the Group’s performance. Barring unforeseen circumstances, the Board is confident and optimistic that the Company shall be able to achieve a better financial performance for the year ending 31 December 2005 and overseas sales will continue to contribute positively to the performance of the Group.

B3.
PROFIT FORECAST AND PROFIT GUARANTEE


Not applicable.

B4. 
TAXATION

	
	Current quarter ended 

30/06/2005
	
	Year to date ended

30/06/2005

	
	RM’000
	
	RM’000

	
	
	
	

	Estimated income tax :
	
	
	

	        Malaysia income tax
	 63
	
	                104

	        Foreign income tax
	                  287
	
	                580

	
	350
	
	                684


B4. 
TAXATION (CONT’D)

(i)
The effective tax rate of the Malaysian taxation which is lower than the statutory tax rate due mainly to the reason that there is no taxation charge on the business income of the Company as the Company was accorded the Multimedia Super Corridor (MSC) Status and was granted Pioneer Status which exempts 100% of the Company’s statutory business income with effect from 14 May 2004 for a period of five (5) years, with an option to extend the said status for a further period of five (5) years.  The taxation charged is in respect of statutory income of a Malaysian subsidiary company.

(ii) Foreign taxation is in respect of corporate tax charged on the profit made by the Company’s subsidiary operating in Thailand.  The applicable corporate tax rate for current quarter is 30%.

B5.
SALE OF UNQUOTED INVESTMENT AND PROPERTIES 

There were no sale of unquoted investments and properties during the quarter under review.

B6.
QUOTED SECURITIES

The Group do not have any investment in quoted securities as at the date of this report.

B7.
STATUS OF CORPORATE PROPOSALS AS AT 4 AUGUST 2005 ( BEING THE DATE OF ISSUANCE OF THIS REPORT)

The corporate proposals completed as at the date of this report are as described in paragraph A10.

B8.
STATUS OF UTILISATION OF LISTING PROCEEDS

The Company raised RM7.5 million from its Initial Public Offering (“IPO”) in connection with its listing on the MESDAQ Market of Bursa Securities. The details of the utilisation of the proceeds as at 30 June 2005 are as follows:

	
	Proposed
	Actual 
	
	Expected

	Description
	Utilisation
	Utilisation
	Balance
	time frame

	
	RM’000
	RM’000
	RM’000
	for utilisation

	(i)  R & D expenditure
	1,000
	617
	383
	End 2006

	(ii) Expansion of overseas operations
	2,000
	2,000
	NIL
	Mid 2005

	(iii)Working capital
	2,000
	2,555
	(555)*
	          End 2006

	(iv)Estimated listing expenses
	1,500
	945
	      555*
	End 2004

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

	
	7,500
	7,117
	383
	


Note:-

*
The saving in the estimated listing expenses was utilized as working capital.

B9.
BORROWINGS 

The borrowing of the Company as at 30 June 2005 are as follows:-

	
	
	At 30/06/2005
	
	At 31/12/2004

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Secured Short-term [due within 12 months]:
	
	
	
	

	Bank overdrafts 
	
	232
	
	52

	Banker Acceptance 
	
	1,304
	
	-

	   Term loan
	
	94
	
	-

	   Hire purchase payables
	
	46
	
	69

	   Lease 
	
	544
	
	-

	
	
	2,220
	
	121

	
	
	
	
	

	Secured Long-term [due after 12 months] :
	
	
	
	

	Term loan 
	
	531
	
	689

	Hire purchase payables
	
	242
	
	92

	Lease
	
	680
	
	-

	
	
	1,453
	
	781

	Total Borrowings
	
	3,673
	
	902

	
	
	
	
	


There are no unsecured borrowings for the current quarter.

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

There are no off balance sheet financial instruments as at the date of this report.

B11.
MATERIAL LITIGATION

As at 4 August 2005, being the date of this report, the Directors are not aware of any material litigations or claims against the Group and Company.  

B12. 
DIVIDEND PAYABLE

There are no dividend declared or payable for the current quarter under review.

B13.
EARNINGS PER SHARE

a)
Basic earnings per share

The basic earnings per share is calculated based on the Group’s profit after taxation and minority interest of RM1.411 million and divided by the weighted average number of ordinary shares in issue of 50,000,000 ordinary shares of RM0.10 each as follows:- 

	
	Year to Date

	
	Ended

	
	30.06.05

	Profit after tax and minority interest 
	1.411

	(RM’000)
	

	
	

	Weighted average number of ordinary shares in issue
	50,000

	(‘000)
	

	Basic earnings per share (sen)
	2.82


b)
Diluted earnings per share

The Company granted share options to its employees pursuant to its Employee Share Option Scheme (“ESOS”).  As at 30 June 2005, the option granted but not exercised amounted to 2,000,000 ordinary shares of RM0.10 each at an exercise price of RM0.50 per ordinary share.

	
	
	Year to Date

	
	
	Ended

	
	
	30.06.05

	Profit after tax and minority interest 
	
	1.411

	(RM’000)
	
	

	
	
	

	Weighted average number of ordinary shares in issue
	
	51,038

	(‘000), on the basis that the ESOS is fully exercised
	
	

	
	
	

	Diluted earnings per share (sen)
	
	2.76
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